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Approximate date of commencement of proposed saleto the public: As soon as practicable after the effectiveness of this Registration
Statement and the satisfaction or waiver of al other conditions under the merger agreement described herein.
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If the securities being registered on this form are to be offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box.

If thisform isfiled to register additional securities for an offering pursuant to Rule462(b) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.

If thisform is a post-effective amendment filed pursuant to Rule462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.

The Regigtrant hereby amendsthis Registration Statement on such date or dates as may be necessary to delay its effective date until
the Registrant shall filea further amendment that specifically statesthat this Registration Statement shall ther eafter become
effectivein accor dance with Section8(a) of the Securities Act of 1933, or until the Registration Statement shall become effective on
such date asthe Securities and Exchange Commission, acting pursuant to said Section8(a), may deter mine.
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MERGER PROPOSED— YOUR VOTE ISVERY IMPORTANT

The boards of directors of Harrah's Entertainment, Inc. and Caesars Entertainment, Inc. have each unanimously approved the merger
of Caesars with awholly-owned subsidiary of Harrah's. We are proposing the merger because we believe it will benefit the
stockholders of each of our respective companies by creating more stockholder value than either company could create individually
and alowing stockholders to participate in alarger, more diversified company.

If the proposed merger is completed, Caesars stockholders may elect to receive either 0.3247 of a share of Harrah’s common stock or
$17.75 in cash for each share of Caesars common stock they own, subject to proration due to the aggregate amount of cash to be paid
and the number of shares of Harrah's common stock to be issued by Harrah' s in the merger and other adjustments described in this
joint proxy statement/ prospectus. As aresult, Harrah’ swill issue approximately 67.7million shares of Harrah’s common stock in the
merger and $1.87hillion in cash in the merger based on the number of shares of Caesars common stock outstanding on January18, 2005.
We estimate that immediately after the merger, Caesars stockholders will hold approximately 37.4% of the then-outstanding shares of
Harrah's common stock, based on the number of shares of Harrah's and Caesars common stock outstanding on January18, 2005.
Harrah's stockholders will continue to own their existing shares, which will not be affected by the merger.

Harrah's common stock is traded on the New Y ork Stock Exchange under the trading symbol “HET.” On January18, 2005, Harrah's
common stock closed at $65.98per share as reported on the New Y ork Stock Exchange Composite Transaction Tape. Caesars
stockholders are urged to check the trading price of Harrah’s common stock prior to electing whether to receive cash or stock in the
merger.

The merger cannot be completed unless Harrah' s stockhol ders approve the issuance of shares of Harrah’s common stock in the
merger and Caesars stockholders approve and adopt the merger agreement and the transactions contemplated by the merger
agreement, including the merger. The obligations of Harrah’ s and Caesars to complete the merger are also subject to the satisfaction or
waiver of several other conditions to the merger, including receiving approval and/or clearance from regulatory agencies. More
information about Harrah’s, Caesars and the proposed merger is contained in this joint proxy statement/ prospectus. We encour age
you toread carefully thisjoint proxy statement/ prospectus befor e voting, including the section entitled “ Risk Factors’ beginning on

page30.

Based on its review, the board of directors of Harrah's has determined that the merger agreement and the transactions contempl ated
by the merger agreement are fair to and in the best interests of Harrah’s and its stockholders and has unanimously approved the
merger agreement and the issuance of shares of Harrah’s common stock in the merger. Based on its review, the Caesars board of
directors has determined that the merger agreement and the transactions contemplated by the merger agreement, including the merger,
are advisable and fair to and in the best interests of Caesars and its stockholders and has unanimously approved the merger agreement
and the transactions contemplated by the merger agreement, including the merger.

TheHarrah’sboard of directorsunanimoudy recommendsthat Harrah's stockholdersvote“ FOR” the proposal to approvethe
issuance of sharesof Harrah’scommon stock pursuant to the merger agreement. The Caesarsboard of directorsunanimoudy
recommendsthat Caesars stockholdersvote“ FOR” the proposal to approve and adopt the merger agreement and thetransactions
contemplated by the merger agreement, including the merger.

The proposals are being presented to the respective stockholders of each company at their special meetings. The dates, times and
places of the meetings are as follows:

For Harrah’sstockholders: For Caesarsstockholders:
March 11, 2005, 8:00am., loca time March 11, 2005, 8:00am., loca time
Rio All-SuiteHotel Casino Caesars Palace
3700 West Flamingo Road 3570 Las Vegas Boulevard South
Las Vegas, Nevada Las Vegas, Nevada
(888) 746-7153 (702) 731-7110

Your voteisvery important. Whether or not you plan to attend your respective company’s special meeting, please take the timeto
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vote by completing and mailing to us the enclosed proxy card or, if the option is available to you, by granting your proxy electronically
over the Internet or by telephone. If your shares are held in “ street name,” you must instruct your broker in order to vote.

Sincerely,

Gary W. Loveman WadlaceR. Bar
Chairman, President and Chief Executive Officer President and Chief Executive Officer
Harrah's Entertainment, Inc. Caesars Entertainment, Inc.

None of the Securitiesand Exchange Commission, any state securitiesregulator or any gaming regulatory authority has approved
or disapproved of thesetransactionsor the securitiesto beissued under thisjoint proxy statement/ prospectusor determined if this
joint proxy statement/ prospectusisaccurate or adequate. Any representation tothe contrary isa criminal offense.

Thisjoint proxy statement/prospectusis dated January24, 2005, and is being mailed to stockholders of Harrah's and Caesars on or
about January28, 2005.
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HARRAH SENTERTAINMENT, INC.
OneHarrah’sCourt

LasVegas, Nevada 89119

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
ToBeHdd On March 11, 2005

To the Stockholders of Harrah's Entertainment, Inc.:

Wewill hold a special meeting of stockholders of Harrah's at Rio All-SuiteHotel Casino, 3700 West Flamingo Road, Las Vegas,
Nevada, on March 11, 2005, at 8:00a.m. local time, for the following purposes:

1.To consider and vote upon a proposal to approve the issuance of shares of Harrah’s common stock, pursuant to the
Agreement and Plan of Merger, dated as of July14, 2004, by and among Harrah's Entertainment, Inc., Harrah's Operating
Company, Inc., awholly-owned subsidiary of Harrah's, and Caesars Entertainment, Inc.

2.To consider and vote upon a proposal to approve an amendment to Harrah's certificate of incorporation to increase the number
of authorized shares of Harrah's common stock from 360,000,000 to 720,000,000.

3.To transact any other business as may properly come before the special meeting or any adjournments or postponements of the
special meeting.

These items of business are described in the attached joint proxy statement/prospectus. Only Harrah's stockholders of record at the
close of business on January18, 2005, the record date for the special meeting, are entitled to notice of and to vote at the special meeting
and any adjournments or postponements of the special meeting.

Theboard of directorsof Harrah’sunanimoudy recommendsthat you vote“ FOR” the proposal to approvetheissuance of shares of
Harrah’scommon stock pursuant to the merger agreement and “FOR” the proposal to amend Harrah’s certificate of incorporation
toincreasethe number of authorized sharesof Harrah’s common stock.

A list of stockholders eligible to vote at the Harrah' s special meeting will be available for inspection at the special meeting, and at the
executive offices of Harrah's during regular business hours for a period of no less than ten days prior to the special meeting.

Your voteisvery important. It isimportant that your shares be represented and voted whether or not you plan to attend the special
meeting in person. Y ou may vote by completing and mailing the enclosed proxy card, or you may grant your proxy electronically via
the Internet or by telephone. If your shares are held in “ street name,” which means shares held of record by a broker, bank or other
nominee, you should check the voting form used by that firm to determine whether you will be able to submit your proxy by telephone
or on the Internet. If you are a participant in Harrah's Company Stock Fund of the Harrah' s Savings and Retirement Plan, you can
submit your proxy by telephone or on the Internet. Submitting a proxy over the Internet, by telephone or by mailing the enclosed proxy
card will ensure your shares are represented at the special meeting. Please review the instructions in this joint proxy statement/
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prospectus and the enclosed proxy card or the information forwarded by your bank, broker or other holder of record regarding each of
these options.

By Order of the Board of Directors,
STEPHEN H. BRAMMELL
Corporate Secretary

Harrah' s Entertainment, Inc.

January 24, 2005
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CAESARSENTERTAINMENT, INC.
3930 Howar d Hughes Parkway

LasVegas, Nevada 89109

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
ToBeHdd On March 11, 2005

To the Stockholders of Caesars Entertainment, Inc.:

We will hold a special meeting of stockholders of Caesars at Caesars Palace, 3570L as Vegas Boulevard South, Las Vegas, Nevada, on
March 11, 2005, at 8:00a.m. locd time, for the following purposes:

1.To consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger, dated as of July14, 2004, by
and among Harrah' s Entertainment, Inc., Harrah's Operating Company, Inc., awholly-owned subsidiary of Harrah's and Caesars
Entertainment, Inc., and the transactions contemplated by the merger agreement, including the merger, pursuant to which Caesars
would merge with Harrah's Operating Company, Inc. and each outstanding share of Caesars common stock would be converted,
at the stockholder’ s election, into the right to receive $17.75 in cash or 0.3247 of a share of Harrah's common stock, subject to
proration and adjustment.

2.To transact any other business within the preceding purpose as may properly come before the special meeting or any
adjournments or postponements of the special meeting.

These items of business are described in the attached joint proxy statement/ prospectus. Only Caesars stockholders of record at the
close of business on January18, 2005, the record date for the special meeting, are entitled to notice of and to vote at the special meeting
and any adjournments or postponements of the special meeting.

Theboard of directors of Caesarsapproved the merger agreement and thetransactions contemplated by the merger agreement,
including the merger, on July14, 2004, and unanimoudy recommendsthat you vote“ FOR” the proposal to approve and adopt the
merger agreement and the transactions contemplated by the merger agreement, including the merger, which are described in detail
in thisjoint proxy statement/ prospectus.

A complete list of Caesars stockholders entitled to vote at the Caesars special meeting will be available for inspection both at Caesars
Palace and at the executive offices of Caesars during regular business hours for a period of no less than ten days before the special
mesting.

Your voteisvery important. Whether you plan to attend the special meeting or not, please complete, date and sign the enclosed proxy
card as soon as possible and return it in the postage-prepaid envelope provided, or use our 24-hour a day telephone or Internet voting
options to submit a proxy. Completing a proxy now will not prevent you from being able to vote at the special meeting by attending in
person and casting a vote. However, if you do not return or submit the proxy or votein person at the
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special meeting, the effect will bethe same asa vote against the proposal to approve and adopt the mer ger agreement and the
transactions contemplated by the merger agreement, including the merger.

By Order of the Board of Directors,
BERNARD E. DELURY R
Secretary

Caesars Entertainment, Inc.

January 24, 2005
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ADDITIONAL INFORMATION

Thisjoint proxy statement/ prospectus incorporates by reference important business and financial information about Harrah's and
Caesars from documents that are not included in or delivered with thisjoint proxy statement/ prospectus. For amore detailed
description of the information incorporated by reference into thisjoint proxy statement/ prospectus and how you may obtain it, see
“Additional Information— Where Y ou Can Find More Information” on pagel47.

Y ou can obtain any of the documents incorporated by reference into this joint proxy statement/ prospectus from Harrah’s or Caesars,
as applicable, or from the Securities and Exchange Commission, which isreferred to as the SEC, through the SEC’ s website at
www.sec.gov. Documents incorporated by reference are available from Harrah's and Caesars without charge, excluding any exhibits to
those documents, unless the exhibit is specifically incorporated by reference as an exhibit in thisjoint proxy statement/ prospectus.
Harrah's stockholders and Caesars stockholders may request a copy of such documents in writing or by telephone by contacting the
applicable department at:

Harrah's Entertainment, Inc. Caesars Entertainment, Inc.
One Harrah's Court 3930 Howard Hughes Parkway
Las Vegas, Nevada 89119 LasVegas, Nevada 89109
Telephone number: (702)407-6000 Telephone number; (702) 699-5000
Attn: Investor Relations Attn: Secretary

In addition, you may obtain copies of the information relating to Harrah's, without charge, by sending an e-mail to
investors@harrahs.com. Y ou may obtain copies of some of this information by making a request through the Harrah' sinvestor
relations website at http://investor.harrahs.com.

In addition, you may obtain copies of some of the information relating to Caesars, without charge, by making a request through the
investor relations section of the Caesars website at http://investor.caesars.com.

We are not incorporating the contents of the websites of the SEC, Harrah's, Caesars or any other person into this document. We are
only providing the information about how you can obtain certain documents that are incorporated by reference into thisjoint proxy
statement/ prospectus at these websites for your convenience.

In order for you toreceivetimely delivery of the documentsin advance of the Harrah’sand Caesar s special meetings, Harrah’sor
Caesars, asapplicable, should receive your request no later than March 4, 2005.

For information about where to obtain copies of documents, see “ Additional Information— Where Y ou Can Find More Information”
on pagel4?.
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QUESTIONSAND ANSWERSABOUT THE MERGER

The following are some questions that you, as a stockholder of Harrah's or Caesars, may have regarding the merger and the other
matters being considered at the respective special meetings of stockholders of Harrah's and Caesars and brief answers to those
questions. Harrah’s and Caesars urge you to read carefully the remainder of this joint proxy statement/ prospectus because the
information in this section does not provide all the information that might be important to you with respect to the merger and the
other matters being considered at their respective special meetings of stockholders. Additional important information is also
contained in the annexes to and the documents incor porated by reference in this joint proxy statement/ prospectus.

Q Why areHarrah'sand Caesars stockholder sreceiving thisjoint proxy statement/ prospectus?

A: Harrah's and Caesars have agreed to the acquisition of Caesars by Harrah's under the terms of a merger agreement that is
described in thisjoint proxy statement/ prospectus. A copy of the merger agreement is attached to thisjoint proxy statement/
prospectus as AnnexA.

In order to complete the merger, Harrah's stockholders must vote to approve the issuance of shares of Harrah’s common
stock in the merger and Caesars stockholders must approve and adopt the merger agreement and the transactions
contemplated by the merger agreement, including the merger. Harrah's and Caesars will hold separate special meetings of
their respective stockholders to obtain these approvals.

Thisjoint proxy statement/ prospectus contains important information about the merger, the merger agreement and the
special meetings of the respective stockholders of Harrah's and Caesars, which you should read carefully. The enclosed
voting materials allow you to vote your shares without attending your respective company’ s special meeting.

Your vote is very important. We encourage you to vote as soon as possible.

Q Why areHarrah'sand Caesars proposing the merger ?

A: Harrah's and Caesars both believe that the merger will provide substantial strategic and financial benefits to the stockholders of
both companies because the merger will allow stockholders of both companies the opportunity to participate in alarger, more
diversified company that will be a preeminent distributor of casino entertainment. We both also believe that the combination will
create a stronger and more competitive provider of casino entertainment that is capable of creating more stockholder value than
either Harrah’s or Caesars could on its own. In addition, Caesarsis also proposing the merger to provide its stockholders with the
opportunity to receive a premium for their shares and to offer Caesars stockhol ders the opportunity to participate in the growth and
opportunities of the combined company by electing to receive Harrah' s stock in the merger or to realize cash for the value of their
shares by electing to receive cash in the merger. To review the reasons for the merger in greater detail, see “ The Merger—
Recommendation of the Harrah’s Board of Directors and Its Reasons for the Merger” on page54 and “The Merger—
Recommendation of the Caesars Board of Directors and Its Reasons for the Merger” on pages6.

What will happen in the merger?

Pursuant to the terms of the merger agreement, Caesars will merge with Harrah's Operating Company, Inc., awholly-owned
subsidiary of Harrah's, with Harrah's Operating Company surviving and continuing as a wholly-owned subsidiary of Harrah's.
What consideration will Caesarsstockholdersreceivein the merger?

Caesars stockholders may elect to receive either $17.75 in cash or 0.3247 of a share of Harrah’ s common stock for each share of
Caesars common stock they own, subject to proration to reflect the aggregate amount of cash to be paid and number of sharesto
be issued by Harrah's in the merger and other adjustments as described in this joint proxy statement/ prospectus. For more
information on the proration and adjustment features, see “ Summary— The Merger— Merger Consideration” on page9. Caesars
stockholders will receive cash for any fractional share of Harrah’s common stock that they would be entitled to receivein the
merger after aggregating al fractional sharesto be received by them.

soores o lllbiumias D 2005, EDGAR Online, Inc.




peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

Because of the proration and adjustments features, the exact amount of cash and shares of Harrah’s common stock to be
received by each Caesars stockholder in the merger in exchange for his or her shares of Caesars common stock cannot be
determined until the completion of the merger. Caesars stockholders may not receive the specific amount of cash or Harrah's
common stock that they elect to receive.

Q How do Caesarsstockholder s specify if they want cash or sharesof Harrah's common stock?

A: Caesars stockholders have been sent, together with thisjoint proxy statement/ prospectus, an election form/ letter of transmittal
with instructions for making an election to receive shares of Harrah’s common stock in exchange for his or her shares of Caesars
common stock. To be effective, an election form/ letter of transmittal must be properly completed and signed by Caesars
stockholders making an election to receive shares of Harrah’s common stock and received by the exchange agent, together with the
Caesars stock certificates representing those shares of Caesars common stock with respect to which the election is being made, no
later than 5:00p.m., Pacific Standard Time, on the business day immediately preceding the closing date of the merger. Harrah's and
Caesars will announce the anticipated closing date at least three but not more than ten business days prior to the closing date.

If the exchange agent does not receive from a Caesars stockholder a properly completed and signed election form/ letter of
transmittal with respect to shares of Caesars common stock, together with the appropriate stock certificates, by 5:00p.m.,
Pacific Standard Time, on the business day immediately preceding the closing date of the merger, the holder of those shares
of Caesars common stock will be deemed to have made an election for cash consideration with respect to those shares of
Caesars common stock. Following the completion of the merger, Caesars stockholders who have not made an election to
receive Harrah’ s common stock in the merger will receive aletter of transmittal and instructions as to how to surrender their
Caesars stock certificates.

Q Should Caesars stockholderssend in their eection form/ letter of transmittal and Caesar s stock certificates now?

A: No. Election formg/ letters of transmittal and Caesars stock certificates need not be sent at this time and should not be sent to
Caesars with the enclosed proxy card for the Caesars special meeting. Instead, Caesars stockholders who would like to make an
election to receive shares of Harrah’s common stock in the merger should send their properly completed and signed election form/
letter of transmittal to the exchange agent, together with the stock certificates representing those shares of Caesars common stock
with respect to which the election is being made, no later than 5:00p.m., Pacific Standard Time, on the business day immediately
preceding the closing date of the merger. Harrah's and Caesars will announce the anticipated closing date at |east three but not
more than ten business days prior to the closing date of the merger. Caesars stockholders who do not el ect to receive shares of
Harrah’s common stock in the merger will be deemed to have made an election for cash consideration with respect to their shares of
Caesars common stock, and following the completion of the merger will receive aletter of transmittal and instructions asto how to
surrender their Caesars stock certificates.

Q Can Caesarsstockholderschange or revoketheir election?

A: Yes. Caesars stockholders can revoke their election by giving written notice to the exchange agent at The Bank of New Y ork,
Caesars Exchange, P.O. Box859208, Braintree, MA 02185-9208, provided the written notice is received by the exchange agent no
later than 5:00p.m., Pacific Standard Time, on the business day immediately preceding the closing date of the merger. After this
time, you may not revoke your election to receive Harrah's common stock in the merger, unless the exchange agent is legally
required to permit revocations. If an election istimely revoked, the exchange agent will promptly return any Caesars stock
certificates that had been submitted to the exchange agent.

To change an election, Caesars stockholders must revoke and then resubmit avalid and timely election form/ letter of
transmittal .
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Q How will Harrah's stockholder sbe affected by the merger and issuance of Harrah's common stock in the merger?

A: After the merger, Harrah's stockholders will continue to own their existing shares of Harrah's common stock. Accordingly,
Harrah's stockholders will hold the same number of shares of Harrah’s common stock that they held immediately prior to the
merger. However, because Harrah' swill be issuing new shares of Harrah's common stock to certain Caesars stockholders in the
merger, each outstanding share of Harrah’s common stock immediately prior to the merger will represent a smaller percentage of the
total number of shares of Harrah’s common stock outstanding after the merger.

Q When doHarrah'sand Caesarsexpect the merger to be completed?

A: Harrah'sand Caesars are working to complete the merger as quickly as practicable. However, we cannot predict the exact timing of
the completion of the merger because it is subject to regulatory approvals and other conditions. See “ Summary— Conditions to
Completion of the Merger” on pagel6 and “ Summary— Regulatory Approvals’ on pagel?. There may be a substantial period of
time between the approval of the proposals by stockholders at the special meetings of Harrah's and Caesars stockhol ders and the
effectiveness of the merger. Thereis currently no way to predict how long it will take to obtain all of the required regulatory
approvals.

Q What arethefederal incometax consequences of the merger?

A: We expect the merger to qualify as a reorganization within the meaning of Section368(a) of the Internal Revenue Code. If the
merger qualifies as areorganization, the U.S.federal income tax consequences to Caesars stockholders generally will be as follows:

«Caesars stockholders that receive solely Harrah's common stock in the merger will not recognize any gain or loss, except
for gain or loss resulting from the receipt of cashin lieu of afractional share of Harrah’s common stock;

*Caesars stockhol ders that receive a combination of cash and Harrah’s common stock will recognize capital gain, but not
loss, to the extent of the amount of cash received;and

«Caesars stockholders that receive solely cash will recognize capital gain or loss.

No gain or loss will be recognized by Harrah's, Caesars or Harrah' s stockholders as a result of the merger.

Tax matters are complicated, and the tax consequences of the merger to each Caesars stockholder will depend on the facts
of each stockholder’s situation. Caesars stockholders are urged to read carefully the discussion in the section entitled “ The
Merger— Material United States Federal Income Tax Consequences’ on page81 and to consult their own tax advisors for a
full understanding of the tax consequences of their participation in the merger.

Q AreHarrah'sand Caesars stockholdersentitled to appraisal rights?

A: Under Delaware law, holders of Caesars common stock have the right to dissent from the merger and obtain payment in cash for
the fair value of their shares of common stock, as determined by the Delaware Chancery Court, rather than the merger
consideration. To exercise appraisal rights, Caesars stockholders must strictly follow the procedures prescribed by Delaware law.
These procedures are summarized under the section entitled “ The Merger— Dissenters' Rights of Appraisal” on page85s. In
addition, the text of the applicable provisions of Delaware law isincluded as AnnexE to thisjoint proxy statement/ prospectus.
Holders of Harrah’s common stock are not entitled to dissenters' appraisal rights in connection with the issuance of Harrah's
common stock in the merger.

Q What areHarrah’sstockholdersvoting on?

A: Harrah's stockholders are voting on a proposal to approve the issuance of shares of Harrah’s common stock pursuant to the
merger agreement. The approval of this proposal by Harrah's stockholdersis a condition to the effectiveness of the merger.
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Harrah's stockholders are also voting on a proposal to approve an amendment to Harrah's certificate of incorporation to
increase the number of authorized shares of Harrah’s common stock, which is not a condition to the effectiveness of the
merger.

Harrah’ s stockholders are voting on each proposal separately. Y our vote on one proposal has no bearing on the other
proposal, or any other matter that may come before the Harrah's special meeting.

Q What are Caesars stockholder svating on?

A: Caesars stockholders are voting on a proposal to approve and adopt the merger agreement and the transactions contemplated by
the merger agreement, including the merger. The approval of this proposal by Caesars stockholders is a condition to the
effectiveness of the merger.

Q What voteof Harrah's stockholdersisrequired to approve theissuance of sharesof Harrah’s common stock in the merger ?

A: Approval of the issuance of shares of Harrah’s common stock pursuant to the merger agreement requires the affirmative vote of
the holders of amajority of shares of Harrah’s common stock cast on such proposal, in person or by proxy, provided that the total
votes cast on the proposal represents over 50% of the outstanding shares of Harrah’s common stock entitled to vote on the
proposal.

Q What voteof Harrah’sstockholder sisrequired to approvethe amendment to Harrah's certificate of incor poration to increase
thenumber of authorized sharesof Harrah’scommon stock?

A: Approval of the amendment to Harrah's certificate of incorporation to increase the number of authorized shares of Harrah's
common stock requires the affirmative vote of the holders of a mgjority of the outstanding shares of Harrah’ s common stock
entitled to vote at the special meeting.

Q What vote of Caesars stockholdersisrequired to approve and adopt the merger agreement and thetransactions contemplated by

. themerger agreement, including the merger ?

A: Approval of the proposal to approve and adopt the merger agreement and the transactions contemplated by the merger agreement,
including the merger, requires the affirmative vote of the holders of a mgjority of the outstanding shares of Caesars common stock
entitled to vote at the special meeting.

Q How doestheboard of directorsof Harrah'srecommend that Harrah’s stockholder svote?

A: TheHarrah’s board of directors unanimously recommends that Harrah's stockholders vote “FOR” the proposal to approve the
issuance of shares of Harrah’s common stock pursuant to the merger agreement. The Harrah' s board of directors has determined
that the issuance of shares of Harrah’s common stock to Caesars stockholders in the merger isfair to, and in the best interest of,
Harrah's and its stockholders, and has declared the issuance of shares of Harrah’s common stock to be advisable to its
stockholders.

The Harrah' s board of directors unanimously approved a resolution, subject to stockholder approval, to amend Harrah's
certificate of incorporation to increase the number of authorized shares of Harrah’s common stock and unanimously
recommends that Harrah' s stockholders vote “FOR” the proposal to the amend Harrah's certificate of incorporation. For a
more compl ete description of the recommendation of the Harrah's board of directors, see “ The Harrah's Special Meeting—
Recommendation of the Harrah’s Board of Directors’ on page38.

Q How doestheboard of directorsof Caesarsrecommend that Caesar s ockholder svote?
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A: The Caesars board of directors unanimously recommends that Caesars stockholders vote “FOR” the proposal to approve and
adopt the merger agreement and the transactions contemplated by the merger agreement, including the merger. The Caesars board
of directors has determined that the merger agreement and the transactions contemplated by the merger agreement, including the
merger, are advisable and fair to and in the best interests of Caesars and its stockholders. Accordingly, the Caesars board of
directors has approved the merger agreement and the transactions contemplated by the merger agreement, including the merger.
For a more complete description of the recommendation of the Caesars board of directors, see “The Caesars Special Meeting—
Recommendation of the Caesars Board of Directors’ on page43.
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Q When and wherewill the special meetings of stockholdersbe held?

A: The Harrah's special meeting will take place at Rio All-SuiteHotel Casino, 3700 West Flamingo Road, Las Vegas, Nevada, on
March11, 2005, at 8:00a.m. local time. The Caesars special meeting will take place at Caesars Palace, 3570Las Vegas Boulevard
South, Las Vegas, Nevada, on March11, 2005, at 8:00a.m. local time.

Q Who can attend and vote at the special meetings?

A: All Harrah's stockhol ders of record as of the close of business on January18, 2005, the record date for the Harrah' s special
meeting, are entitled to receive notice of and to vote at the Harrah's special meeting. All Caesars stockholders of record as of the
close of business on January18, 2005, the record date for the Caesars special meeting, are entitled to receive notice of and to vote at
the Caesars special meeting.

Q What should Harrah'sand Caesars stockholdersdo now in order to vote on the proposals being considered at their company’s

:  gpecial meeting?

A: Stockholders of record of Harrah's as of the record date for the Harrah's special meeting, participantsin Harrah's Company Stock
Fund of the Harrah's Savings and Retirement Plan or stockholders of record of Caesars as of the record date for the Caesars special
meeting may how vote by proxy by completing, signing, dating and returning the enclosed proxy card in the accompanying
pre-addressed postage paid envelope or by submitting a proxy over the Internet or by telephone by following the instructions on
the enclosed proxy card. If you hold Harrah's shares or Caesars shares in “ street name,” which means your shares are held of
record by a broker, bank or nominee, you must provide the record holder of your shares with instructions on how to vote your
shares. Please refer to the voting instruction card used by your broker, bank or nominee to see if you may submit voting
instructions using the Internet or telephone.

Q CanHarrah'sor Caesarsstockholdersvote at their company’s special meeting?

A: Yes. You may also vote in person by attending your respective company’s special meeting of stockholders. If you plan to attend
your respective company’ s special meeting and wish to vote in person, you will be given aballot at the special meeting. Please
note, however, that if your shares are held in “street name,” and you wish to vote at your respective company’s special meeting,
you must bring a proxy from the record holder of the shares authorizing you to vote at the special meeting. Whether or not
Harrah' s stockholders or Caesars stockholders plan to attend their special meeting of their respective company, they should grant
their proxy as described in this joint proxy statement/ prospectus.

Q What will happen if | abstain from voting or fail to vote?

A: If you are aHarrah's stockholder, an abstention by you, which occurs when a stockhol der attends a meeting, either in person or by
proxy, but abstains from voting, will have the same effect as voting against both the issuance of shares of Harrah’s common stock
under the merger agreement and the approval of the amendment to Harrah's certificate of incorporation to increase the number of
authorized shares of Harrah's common stock. If you are a Harrah's stockholder, your failure to vote or to instruct your broker to
voteif your shares are held in “street name”’ may have a negative effect on Harrah's ability to obtain the number of votes cast
necessary for approval of the issuance of shares of Harrah’s common stock under the merger agreement in accordance with the
listing requirements of the New Y ork Stock Exchange, and will have the same effect as voting against the approval of the
amendment to Harrah's certificate of incorporation to increase the number of authorized shares of Harrah's common stock.

If you are a Caesars stockholder, an abstention by you or your failure to vote or to instruct your broker to vote if your
shares are held in “street name” will have the same effect as voting against the proposal to approve and adopt the merger
agreement and the transactions contemplated by the merger agreement, including the merger.
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Q Can| changemy voteafter | have ddivered my proxy?

A: Yes. If you are aholder of record, you can change your vote at any time before your proxy is voted at the special meeting by:

«ddlivering a signed written notice of revocation to your respective company at:

Harrah' s Entertainment, Inc. Caesars Entertainment, Inc.
One Harrah's Court 3930 Howard Hughes Parkway
LasVegas, Nevada 89119 LasVegas, Nevada 89109
Attn: Corporate Secretary Attn: Secretary

signing and delivering anew, valid proxy bearing alater date; and if it isawritten proxy, it must be signed and delivered to
your respective company at the address listed above;

esubmitting another proxy by telephone or on the Internet (your latest telephone or Internet voting instructions are
followed);or

«attending the special meeting and voting in person, although your attendance alone will not revoke your proxy.

If your shares are held in a* street name” account, you must contact your broker, bank or other nominee to change your
vote.

Q What should Harrah’s stockholdersor Caesars stockholdersdo if they receive morethan one set of voting materialsfor their
company’s special meeting?

A: You may receive more than one set of voting materials for your special meeting, including multiple copies of thisjoint proxy
statement/ prospectus and multiple proxy cards or voting instruction cards. For example, if you hold your sharesin more than one
brokerage account, you will receive a separate voting instruction card for each brokerage account in which you hold shares. If you
are aholder of record and your shares are registered in more than one name, you will receive more than one proxy card. Please
complete, sign, date and return each proxy card and voting instruction card that you receive.

Q Who can help answer my questions?

A: If you have any questions about the merger or how to submit your proxy, or if you need additional copies of thisjoint proxy

statement/ prospectus, the enclosed proxy card, voting instructions or the election form, you should contact:
if you are aHarrah's stockhol der:

D.F. King Co., Inc.

48 Wall Street

New York, New Y ork 10005
Cdll toll-freer (800)829-6551

if you are a Caesars stockholder:

Innisfree MA Incorporated
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501 Madison Avenue, 20th Floor

New York, New York 10022

Stockholders in the United States and Canada call toll-free: (877)750-5837
From other locations call collect: (646)822-7404

Banks and brokers call collect: (212)750-5833
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SUMMARY

The following is a summary that highlights information contained in this joint proxy statement/ prospectus. This summary may not
contain all of the information that may be important to you. For a more compl ete description of the merger agreement and the
transactions contemplated by the merger agreement, including the merger, we encourage you to read carefully this entire joint
proxy statement/ prospectus, including the attached annexes. In addition, we encourage you to read the information incor porated
by reference into this joint proxy statement/ prospectus, which includes important business and financial information about
Harrah's and Caesars that has been filed with the SEC. You may obtain the information incorporated by reference into this joint
proxy statement/ prospectus without charge by following the instructions in the section entitled “ Additional |nformation— Where
You Can Find More Information” on pagel47.

The Companies

Harrah's Entertainment, Inc.
One Harrah's Court

Las Vegas, Nevada 89119

(702)407-6000

Harrah's Entertainment, Inc., a Delaware corporation, is one of the leading casino entertainment companies in the United States,
operating in more markets than any other casino company and offering a Harrah' s casino experience within a three-hour drive of over
half of the United States adult population. Harrah’ s business is conducted through a wholly-owned subsidiary, Harrah's Operating
Company, Inc., which owns or manages through various subsidiaries 28 casinos in the United States with about 1.7million square feet
of gaming space and approximately 16,180 hotel rooms. Harrah' s casino entertainment facilities, operating primarily under the Harrah's,
Rio, Showboat, Horseshoe and Harveys brand names, include eleven land-based casinos, eleven riverboat or dockside casinos, a
greyhound racing facility, a thoroughbred racetrack and four casinos on Indian reservations.

On Julyl, 2004, Harrah’ s consummated its acquisition of Horseshoe Gaming Holding Corp., or Horseshoe, for approximately
$1.6hillion, including the assumption of approximately $535million, face amount, in outstanding 8 5/8% senior subordinated notes, plus
reimbursements to Horseshoe for certain capital expenditures and acquisition related costs. On Julyl, 2004, Harrah's called for
redemption of all $535million of the outstanding 8 5/8 senior subordinated notes and compl eted the redemption of these notes on
August2, 2004.

Harrah’ s was incorporated on November2, 1989, and prior to such date operated under predecessor companies. Harrah’s common
stock istraded on the New Y ork Stock Exchange, which isreferred to asthe NY SE, under the symbol “HET.”

Caesars Entertainment, Inc.
3930 Howard Hughes Parkway

LasVegas, Nevada 89109

(702)699-5000

Caesars Entertainment, Inc., a Delaware corporation, changed its name to Caesars Entertainment, Inc. from Park Place Entertainment
Corporation effective January5, 2004. Caesars is one of the leading casino/hotel operators in the United States and has a significant
presencein Nevada, New Jersey and Mississippi, the three largest state gaming markets in the United States. Caesars operates 28
casinos with more than twomillion square feet of gaming space and approximately 26,000 hotel rooms. Caesars casino resorts operate
under the Caesars, Bally’s, Flamingo, Grand Casinos, Hilton and Paris brand names.

In December 1998, Caesars became a separate and independent public company when Hilton Hotels Corporation divested its gaming

operations through atax-free distribution of Caesars common shares to Hilton’s stockholders. At the same time, Caesars acquired the
Mississippi gaming operations of Grand Casinos, Inc. through a merger. In December 1999, Caesars acquired all of the outstanding
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Caesars World, Inc. and interestsin several other gaming entities from Starwood Hotels Resorts Worldwide, Inc. Caesars common
stock istraded on the NY SE under the symbol “CZR.”

Recent Developments

On September27, 2004, Harrah' s and Caesars, by and through certain subsidiaries of each, entered into a definitive agreement whereby
an dfiliate of Colony Capital, LLC will acquire Harrah's East Chicago and Harrah' s Tunica from Harrah's and the Atlantic City Hilton
and Bally’s Tunica from Caesars. Pursuant to the terms of the agreement, the purchaser will acquire substantially all of the operating
assets and assume certain liahilities of Harrah's properties for approximately $627million and of Caesars' properties for approximately
$612million. The transaction is subject to regulatory approval and other customary conditions. Harrah's and Caesars agreed to sell the
four properties in connection with the merger described in this joint proxy statement/prospectus, although the saleis not conditioned
on the closing of the merger.

On October22, 2004, Caesars, by and through a subsidiary, entered into a definitive agreement whereby an affiliate of Columbia Sussex
Corporation will acquire al of the outstanding equity interests of Belle of Orleans, LL C, which owns and operates Bally’s Casino New
Orleans. Pursuant to the terms of the agreement, the purchase price will be approximately $24million.

On November19, 2004, Caesars, by and through a subsidiary, entered into a definitive agreement whereby the same affiliate of
Columbia Sussex Corporation will acquire substantially all of the operating assets and certain liabilities of Caesars Tahoe. Pursuant to
the terms of the agreement, the purchase price will be approximately $45million.

Both the transactions between Caesars and the affiliate of Columbia Sussex Corporation are subject to regulatory approvals and other
customary conditions, and neither transaction is conditioned on the closing of the other or on the closing of the merger. The sale of
Caesars Tahoe was subject to aright of first refusal, whereby an unrelated third party might have exercised an option to purchase
Caesars Tahoe. However, that party notified Caesars on January20, 2005 that it chose not to exercise that option.

On December24, 2004, Caesars, by and through a subsidiary, entered into a definitive agreement to sall its ownership and management
interests in Caesars Gauteng, a casino resort near Johannesburg, South Africa, for approximately $145million. Under the terms of the
agreement, Peermont Global Limited and Marang (East Rand) Gaming Investments will jointly acquire the 25percent interest held by
Caesars South African affiliate in the company that owns Caesars Gauteng. Peermont will also acquire Caesars 50percent interest in
the company that manages the South Africa casino resort. The transaction is subject to regulatory approvals and other customary
conditions, although the sale is not conditioned on the closing of the merger.

On January11, 2005, Caesars, by and through a subsidiary, entered into a definitive agreement whereby Caesars will acquire from
Riverboat Development, Inc. an 18percent interest in RDI/Caesars Riverboat Casino, LLC, the company that owns and operates
Caesars Indiana casino resort. Pursuant to the terms of the agreement, the purchase price will be approximately $70million. Following
the consummation of the transaction, Caesars, through its subsidiary, will own a 100percent interest in Caesars Indiana casino resort.
The transaction is subject to regulatory approvals and other customary conditions, although the sale is not conditioned on the closing
of the merger.

TheMerger (see page4?)

Harrah's and Caesars have agreed to the acquisition of Caesars by Harrah's under the terms of the merger agreement that is described
in thisjoint proxy statement/ prospectus. Pursuant to the merger agreement, Caesars will merge with Harrah's Operating Company,
with Harrah's Operating Company surviving the merger. We have attached the merger agreement as AnnexA to thisjoint proxy
statement/ prospectus. We encourage you to carefully read the merger agreement in its entirety becauseit isthe legal document that
governs the merger.
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Merger Consideration

Caesars stockholders may elect to receive 0.3247 of a share of Harrah's common stock for each share of Caesars common stock they
own or if Caesars stockholders do not make such an election to receive shares of Harrah’s common stock, they will be deemed to have
elected to receive $17.75 in cash for each share of Caesars common stock that they own, subject to proration due to the aggregate
amount of cash to be paid and number of shares of Harrah’s common stock to be issued by Harrah’sin the merger and other
adjustments as described in this joint proxy statement/ prospectus. Asaresult, Harrah'swill issue approximately 67.7million shares of
Harrah’s common stock and $1.87hillion in cash in the merger based upon the number of shares of Caesars common stock outstanding
on the record date of the Caesars special meeting. We refer to the stock and cash consideration to be paid to Caesars stockholders by
Harrah's as the merger consideration.

The value of the merger consideration that a Caesars stockholder receives in the merger may vary depending on whether a Caesars
stockholder receives shares of Harrah’s common stock or cash. The value of the cash portion of the merger consideration is fixed at
$17.75 for each share of Caesars common stock. The value of the stock portion of the merger consideration is not fixed and will depend
upon the value of 0.3247 of a share of Harrah’s common stock upon completion of the merger. This value may be ascertained by
multiplying the trading price of Harrah’s common stock by 0.3247.

Asillustrated in the table below, the value of 0.3247 of a share of Harrah's common stock may be less than or greater than $17.75. In
particular, if the closing price of Harrah's common stock upon completion of the merger is greater than $54.67, then the value of 0.3247
of ashare of Harrah's common stock would be greater than the $17.75 in cash. If the closing price of Harrah’s common stock upon
completion of the merger isless than $54.67, then the $17.75 in cash would be greater than the value of 0.3247 of ashare of Harrah's
common stock.

Hypothetical Corresponding Value
Trading Price of 0.3247 of a Share
of Harrah’s of Harrah’s
Common Stock Common Stock
$73.00 $23.70
$72.00 $23.38
$71.00 $23.05
$70.00 $22.73
$69.00 $22.40
$68.00 $22.03
$67.00 $21.75
$66.00 $21.43
$65.00 $21.11
$64.00 $20.78
$63.00 $20.46
$62.00 $2013
$61.00 $19.81
$60.00 $19.48
$59.00 $19.16
$58.00 $18.83
$57.00 $1851
$56.00 $18.18
$55.00 $17.86
$54.67 $17.75
$54.00 $17.53
$53.00 $17.21
9
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Becausethemerger consideration is subject to proration, the table above does not set forth the actual consider ation that will be
received by Caesar s stockholdersand isonly for illustration purposes. The effect of proration on the merger consideration to be
received by Caesarsstockholdersis et forth in the table entitled “ Consider ation to Be Received by Caesar s Stockholdersfor Each
Share of Caesars Common Stock After Proration” on pagell.

Caesars stockholders are urged to check the trading price of Harrah's common stock prior to electing whether to receive cash or stock
in the merger. The merger agreement does not provide Caesars with a price-based termination right or other protection for Caesars or
its stockhol ders against a decline in the market price of Harrah’s common stock. See “Risk Factors— Risks Relating to the Merger” on

page30.

The merger has been structured, and adjustments to the elections of Caesars stockholders will be made by the exchange agent, so that
the aggregate number of shares of Caesars common stock to be converted into shares of Harrah's common stock in the merger will
equal 66.42% of the number of shares of Caesars common stock outstanding immediately prior to the merger, which amount is referred
to asthe stock cap. For example, based on the number of shares of Caesars common stock outstanding as of the record date for the
Caesars special meeting, the aggregate number of shares of Harrah's common stock which would be issued to Caesars stockholders
would be fixed at approximately 67.7million shares and the aggregate amount of cash which would be paid to Caesars stockholders
would be fixed at approximately $1.87hillion in cash, which isreferred to as the cash cap. The stock electionsin the merger are subject
to proration to preserve this fixed number of shares of Harrah’s common stock to be issued and cash to be paid in the merger. Asa
result, even if a Caesars stockholder elects to receive shares of Harrah’s common stock in the merger, he or she will likely receive amix
of Harrah's common stock and cash. Similarly, if he or sheis deemed to have el ected to receive cash in the merger, he or she will likely
receive amix of Harrah's common stock and cash.

If the aggregate number of shares held by Caesars stockholders electing to receive Harrah's common stock exceeds the stock cap,
then the exchange agent will allocate, pro rata to those Caesars stockholders electing to receive the stock consideration, a sufficient
amount of cash consideration instead of stock consideration so that the aggregate number of shares of Caesars common stock to be
converted into shares of Harrah's common stock in the merger equals the stock cap, subject to rounding and the adjustment
provisions of the merger agreement.

If the aggregate number of shares held by Caesars stockholders who are deemed to have elected to receive cash exceeds the
aggregate amount of cash that will be paid to Caesars stockholders in the merger, then the exchange agent will allocate, pro ratato
those Caesars stockholders who are deemed to have elected to receive cash, a sufficient amount of stock consideration instead of cash
consideration so that the aggregate number of shares of Harrah’s common stock to be issued by Harrah's in the merger equals the
stock cap, subject to rounding and the adjustment provisions of the merger agreement.

10
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Thetable below illustrates some, but not al, potential outcomes and sets forth the amount of stock consideration and/or cash
consideration that a Caesars stockholder could receive, depending on the percentage of Caesars stockholders that elect to receive
shares of Harrah’s common stock in the merger.

Consideration to Be Received by Caesars Stockholdersfor Each Share of Caesars Common Stock After Proration

Per centage of Per centage of Aggregate Consideration to Be Aggregate Consideration to Be
Caesars Shares for Caesars Shares for Received for Each Share of Caesars Received for Each Share of
Which Therelsan Which Therels Common Stock by Caesars Caesars Common Stock by
Election to Receive Deemed an Election Stockholder s Electing to Receive Caesar s Stockholder s Deemed to
Harrah's Common Stock to Receive Cash Harrah’s Common Stock Have Elected to Receive Cash
100% 0 $5.96 + 0.2157 of ashare of Harrah's N/A
common stock
0% 10% $4.65 + 0.2396 of ashare of Harrah's $17.75
common stock
80% 20% $3.01 + 0.2696 of ashare of Harrah's $17.75
common stock
70% 30% $0.91 + 0.3081 of ashare of Harrah's $17.75
common stock
66.42% 33.58% 0.3247 of ashare of Harrah’scommon $17.75
stock
60% 40% 0.3247 of ashare of Harrah’s common $14.90 + 0.0521 of ashare of Harrah's
stock common stock
50% 50% 0.3247 of ashare of Harrah’s common $11.92 + 0.1066 of ashare of Harrah's
stock common stock
40% 60% 0.3247 of ashare of Harrah’s common $9.93 + 0.1430 of ashare of Harrah's
stock common stock
30% 70% 0.3247 of ashare of Harrah’s common $8.51 + 0.1689 of ashare of Harrah's
stock common stock
20% 80% 0.3247 of ashare of Harrah’s common $7.45 + 0.1884 of ashare of Harrah's
stock common stock
10% 90% 0.3247 of ashare of Harrah's common $6.62 + 0.2036 of ashare of Harrah's
stock common stock
0 100% N/A $5.96 + 0.2157 of ashare of Harrah's
common stock

Asaresult of this proration feature, in many cases, the form of merger consideration actually received by a Caesars stockholder will
differ from the form of consideration that the Caesars stockholder elects or is deemed to have elected to receive. Because the aggregate
number of shares of Caesars common stock to be converted into shares of Harrah's common stock in the merger will equal 66.42% of
the number of shares of Caesars common stock outstanding immediately prior to the merger, unless adjusted pursuant to the terms of
the merger agreement, it is possible that a substantial portion of the merger consideration received by each Caesars stockholder will be
in the form of stock consideration, regardless of the election made by the Caesars stockholder.

For afull description of the proration terms and procedures, see “ The Merger Agreement— Merger Consideration— Stock Cap and
Proration” on page97.

Fractional Shares

Harrah’swill not issue fractional shares of Harrah's common stock in the merger. As aresult, a Caesars stockholder will receive cash
for any fractional share of Harrah's common stock that they would otherwise be entitled to receive in the merger.

For afull description of the treatment of fractional shares, see “ The Merger Agreement— Fractional Shares’ on page99.

1
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Election by Caesars stockholders

Caesars stockholders have been sent, together with thisjoint proxy statement/ prospectus, an election form with instructions for
making elections to receive stock consideration in the merger, and a letter of transmittal. To be effective, an election form and a letter of
transmittal must be properly completed and signed by Caesars stockhol ders making an election to receive shares of Harrah's common
stock and received by the exchange agent, together with the stock certificates representing the shares of Caesars common stock with
respect to which the election is being made, no later than 5:00p.m., Pecific Standard Time, on the business day immediately preceding
the closing date of the merger. Harrah's and Caesars will announce the anticipated closing date at least three but not more than ten
business days prior to the closing date of the merger. If a properly completed and signed election form and letter of transmittal with
respect to shares of Caesars common stock is not received by the exchange agent, together with the appropriate stock certificates, by
5:00p.m., Pacific Standard Time, on the business day immediately preceding the closing date of the merger, the holder of those shares
of Caesars common stock will be deemed to have made an election for cash consideration with respect to those shares of Caesars
common stock. For afull description of the election procedures for Caesars stockholders, see “ The Merger Agreement— Exchange of
Caesars Stock Certificates for Harrah's Stock Certificate— Caesars Common Stock— Election” on page98.

Special Stock Purchase Rights

Pursuant to a Rights Agreement, dated as of October5, 1996, as amended, between Harrah's and The Bank of New Y ork, asrights
agent, one special stock purchase right will attach to each share of common stock issued by Harrah's to Caesars stockholders. Each
special stock purchase right entitles the holder to buy one two-hundredth of a share of Harrah's SeriesA special stock at an exercise
price of $130, subject to certain anti-dilution adjustments, after the special stock purchase rights become exercisable and until
October5, 2006. The special stock purchase right attaches automatically to each share of common stock issued by Harrah’s and are
represented by Harrah’s common stock certificates. The special stock purchase rights do not have any voting rights.

In general, if aperson acquires 15% or more of the Harrah's outstanding common stock, each special stock purchase right entitlesits
holder to purchase Harrah's common stock having a market value at that time of twice the exercise price of the special stock purchase
right. In addition, under certain conditions, each specia stock purchase right entitles its holder to purchase stock of an acquiring
company at a discount.

The special stock purchase rights have certain anti-takeover effects. The special stock purchase rights will cause substantial dilution
to a person or group that attempts to acquire Harrah's on terms not approved by the Harrah's board of directors, except pursuant to an
offer conditioned on a substantial number of special stock purchase rights being acquired.

Caesars Equity Awards

In general, upon completion of the merger, options to purchase shares of Caesars common stock will be converted into optionsto
purchase shares of Harrah’s common stock and assumed by Harrah's. The number of options to purchase Harrah's common stock and
the exercise prices of the new options will be determined pursuant to the merger agreement. Harrah' s has agreed to assume Caesars
stock option plans at the effective time of the merger. Each unvested Caesars stock option outstanding under any Caesars stock
option plan will be fully vested and exercisable.

Each outstanding purchase right under the Caesars employee stock purchase plan will be assumed by Harrah's and converted into a
right to purchase Harrah’s common stock in accordance with the merger agreement and the employee stock purchase plan. Harrah's
has agreed to assume Caesars employee stock purchase plan at the effective time of the merger.

Each outstanding restricted stock unit under Caesars 2004 long term incentive plan and each performance award will be converted
into the right to receive Harrah’ s common stock in accordance with
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the merger agreement. In addition, Caesars will take all actions necessary to terminate its supplemental retention plan as of the effective
time of the merger and Harrah’ swill issue Harrah’s common stock to each participant in the supplemental retention plan.

For afull description of the treatment of Caesars equity awards, see “The Merger Agreement— Caesars Equity Awards and Benefit
Plans— Caesars Equity Awards’ on pagel09.

Recommendation of the Board of Director s (see pages38 and 43)
Harrah's

The Harrah' s board of directors believes that the merger isfair to, and in the best interest of, Harrah' s and its stockholders and has
declared the merger to be advisable to its stockhol ders, and unanimously recommends that Harrah' s stockholders vote “ FOR”
approval of the issuance of shares of Harrah’s common stock to Caesars stockholders pursuant to the merger agreement. The Harrah’s
board of directors unanimously recommends that Harrah's stockholders vote “ FOR” approval of the amendment to Harrah's
certificate of incorporation to increase the number of authorized shares of Harrah’s common stock.

Caesars

The Caesars board of directors believes that the merger agreement and the transactions contemplated by the merger agreement,
including the merger, are advisable and fair to and in the best interests of Caesars and its stockholders and has unanimously approved
the merger agreement and the transactions contemplated by the merger agreement, including the merger, and unanimously
recommends that Caesars stockholders vote “ FOR” approva and adoption of the merger agreement and the transactions
contemplated by the merger agreement, including the merger.

StockholdersEntitled to Vote (see pages39 and 43)
Harrah’s Stockholders

Y ou can vote at the Harrah' s special meeting if you owned Harrah’s common stock at the close of business on January18, 2005, which
isreferred to asthe Harrah' s record date. On that date, there were 113,437,206shares of Harrah’s common stock outstanding and
entitled to vote at the Harrah's special meeting. Y ou can cast one vote for each share of Harrah’s common stock that you owned on
the Harrah' s record date.

Caesars Stockholders

Y ou can vote at the Caesars special meeting if you owned Caesars common stock at the close of business on January18, 2005, which
isreferred to as the Caesars record date. On that date, there were 314,021,584shares of Caesars common stock outstanding and entitled
to vote at the Caesars special meeting. Y ou can cast one vote for each share of Caesars common stock that you owned on the Caesars
record date.

Vote Required (see pages39 and 44)
Harrah’s Stockholders
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In accordance with the listing requirements of the NY SE, stockholder approval of the issuance of shares of Harrah's common stock
pursuant to the merger agreement requires the affirmative vote of the holders of a mgjority of shares of Harrah’s common stock cast on
such proposal, in person or by proxy, provided that the total votes cast on the proposal represents over 50% of the outstanding
shares of Harrah's common stock entitled to vote on the proposal.

In accordance with the requirements of Delaware General Corporation Law, which isreferred to asthe DGCL, the approval of the
amendment to Harrah's certificate of incorporation to increase the number of authorized shares of Harrah’s common stock requires the

affirmative vote of the holders of a mgjority of
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the shares of outstanding Harrah’s common stock entitled to vote at the special meeting. Stockholder approval of this proposal isnot a
condition that must be satisfied before the merger can be completed.

Abstentions and “ broker non-votes,” will be counted in determining whether a quorum is present at the Harrah's special meeting for
purposes of the vote of Harrah' s stockholders on the proposal to approve the issuance of shares of Harrah’s common stock in the
merger. For both proposals, an abstention, which occurs when a stockholder attends a meeting either in person or by proxy, but
abstains from voting, will have the same effect as a vote against the proposals. A “broker non-vote” occurs when shares are held in
“street name” by abroker or other nominee on behalf of abeneficial owner and the beneficial owner does not instruct the broker or
nominee how to vote the shares at the special meeting for a proposal that is“non-routine” under the listing requirements of the NY SE.
“Broker non-votes’ could have a negative effect on Harrah's ability to obtain the necessary number of votes cast in accordance with
the NY SE’slisting requirements for the proposal to approve the issuance of shares of Harrah’s common stock pursuant to the merger
agreement becauseit isa“non-routine” proposal. “ Broker non-votes” will not result from the proposal to amend Harrah's certificate of
incorporation to increase the number of authorized shares of Harrah's common stock because under the NY SE listing requirementsit is
a“routineg” proposal and therefore a broker or nominee will have the discretionary authority under the NY SE’ slisting requirementsto
vote the shares for which the broker or nominee does not receive voting instructions for the proposal.

Caesars Stockholders

The affirmative vote of the holders of amajority of the outstanding shares of Caesars common stock entitled to vote at the special
meeting, in person or by proxy, is required to approve and adopt the merger agreement and the transactions contemplated by the
merger agreement, including the merger.

Abstentions and “ broker non-votes’ will be counted in determining whether a quorum is present at the Caesars special meeting for
purposes of the vote of Caesars stockholders on the proposal to approve and adopt the merger agreement and the transactions
contemplated by the merger agreement, including the merger.

An abstention will have the same effect as a vote against the proposal to approve and adopt the merger agreement and the
transactions contemplated by the merger agreement, including the merger. A “broker non-vote” will have the same effect asavote
against the proposal to approve and adopt the merger agreement and the transactions contemplated by the merger agreement,
including the merger.

Shar e Owner ship of Directorsand Executive Officers

At the close of business on the Harrah' s record date, directors and executive officers of Harrah's and their affiliates beneficially
owned and were entitled to vote approximately 3,424,008shares of Harrah’s common stock, collectively representing approximately
3.0% of the shares of Harrah's common stock outstanding on that date.

At the close of business on the Caesars record date, directors and executive officers of Caesars and their affiliates beneficially owned
and were entitled to vote approximately 27,089,581shares of Caesars common stock, collectively representing 8.6% of the shares of
Caesars common stock outstanding on that date.

Opinions of Financial Advisors (see pages59 and 65)

Harrah's

On July14, 2004, Deutsche Bank Securities Inc., or Deutsche Bank, financial advisor to Harrah's, delivered to the Harrah's board of
directorsits oral opinion, which was subsegquently confirmed by delivery of awritten opinion dated July14, 2004, that, as of that date,
and based upon and subject to the considerations described in its opinion and based upon such other matters as Deutsche Bank
considered relevant, the merger consideration to be paid by Harrah's for each outstanding share of Caesars common stock pursuant to
the merger agreement was fair to Harrah's from afinancial point of view. The full text
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of Deutsche Bank’ s written opinion is attached to this joint proxy statement/ prospectus as AnnexB. We encourage you to read this
opinion carefully in its entirety for a description of the procedures followed, assumptions made, matters considered and limitations on
the review undertaken. Deutsche Bank’ s opinion is directed to the Harrah' s board of directors and does not constitute a
recommendation to any stockholder asto any matters relating to the merger.

Caesars

On July14, 2004, UBS SecuritiesLLC, or UBS, financial advisor to Caesars, delivered to the Caesars board of directorsits oral opinion,
which was subsequently confirmed by delivery of awritten opinion dated July14, 2004, that, as of that date, and based upon and
subject to the factors and assumptions set forth in the opinion, the aggregate merger consideration to be received by the holders of
the shares of Caesars common stock pursuant to the merger was fair, from afinancial point of view, to such holders. The full text of
UBS' written opinion is attached to this joint proxy statement/ prospectus as AnnexC. We encourage you to read this opinion carefully
inits entirety for a description of the procedures followed, assumptions made, matters considered and limitations on the review
undertaken. UBS' opinion is directed to the Caesars board of directors and does not constitute a recommendation to any stockholder
asto any matters relating to the merger.

Ownership of Harrah's After theMerger

Based on the number of shares of Harrah's and Caesars common stock outstanding on their respective record dates, after completion
of the merger, Harrah's expects to issue approximately 67.7million shares of Harrah's common stock and former Caesars stockholders
will own approximately 37.4% of the then-outstanding shares of Harrah's common stock.

Interests of Caesars' Directorsand Executive Officersin the Merger (see page89)

In considering the recommendation of the Caesars board of directors with respect to the merger agreement and the transactions
contemplated by the merger agreement, including the merger, you should be aware that certain members of the Caesars board of
directors and certain Caesars executive officers have interests in the transactions contemplated by the merger agreement that may be
different than, or in addition to, the interests of Caesars stockholders, generally. These interests include:

«severance payments under employment agreements and change of control agreements which may be triggered if the officer
leaves or isterminated, in either case, under certain circumstances following the merger;
«potential appointment to the Harrah' s board of directors following the merger;

«accelerated vesting and exercisability of Caesars stock options, restricted stock units, performance awards and supplemental
retention unitsissued under Caesars' equity compensation plans;
«continued benefits for one year following the effective date of the merger that are in the aggregate no less favorable than those

provided by Caesars as of the date of the merger agreement; and
«ligibility to receive retention bonuses in connection with the transaction.

The Caesars board of directors was aware of these interests and considered them, among other matters, in making its recommendation
with respect to the merger agreement and the transactions contemplated by the merger agreement, including the merger.
Management of Harrah's After theMerger

Itiscurrently expected that al of the executive officers of Harrah’ swill remain with Harrah' s after the merger. The employment status
of the executive officers of Caesars after the completion of the merger has not yet been determined.
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After the completion of the merger, there will be at least 12 members of the Harrah' s board of directors, but no more than 14 members.
All of the ten current members of the Harrah' s board of directors are expected to remain as members of the Harrah's board of directors
after the completion of the merger. Philip G. Satre previously announced his resignation as Chairman of the Harrah' s board of directors,
which was effective December31, 2004. The additional two to four vacancies created by the increase in the size of Harrah’ s board of
directors and Mr. Satre' s resignation will be filled by the appointment of individuals who are currently directors of Caesars. Upon
completion of the merger, William Barron Hilton and Stephen F. Bollenbach will be appointed to the Harrah’ s board of directors. The
Harrah's board of directors will consider the nomination of up to two additional Caesars directors to the Harrah's board of directors.
For afull description of the appointment of Caesars directors to the Harrah's Board of Directors, see“ The Merger Agreement—
Harrah's Board of Directors’ on pagell6.

Ligting of Harrah’s Common Stock and Délisting of Caesars Common Stock (see pages85 and 89)

Application will be made to have the shares of Harrah's common stock issued in the merger approved for listing on the NY SE, where
Harrah’s common stock currently is traded under the symbol “HET.” If the merger is completed, Caesars common stock will no longer
be listed on the NY SE and will be deregistered under the Securities Exchange Act of 1934, as amended, which isreferred to asthe
Exchange Act, and Caesars will no longer file periodic reports with the SEC.

Dissenters' Rights of Appraisal (see page8s)
Harrah's

Under Delaware law, holders of Harrah's common stock are not entitled to dissenters’ appraisal rights in connection with the issuance
of Harrah's common stock in the merger.

Caesars

Holders of Caesars common stock who do not wish to accept the consideration payable pursuant to the merger may seek, under
Section262 of the DGCL, judicial appraisal of the fair value of their shares by the Delaware Court of Chancery. This value could be more
than, less than or the same as the merger consideration for the Caesars common stock. Failure to strictly comply with all the procedures
required by Section262 of the DGCL will result in aloss of theright to appraisal.

Merely voting against the merger will not preserve the right of Caesars stockholders to appraisal under Delaware law. Also, because a
submitted proxy not marked “against” or “abstain” will be voted “for” the proposal to approve and adopt the merger agreement and
the transactions contemplated by the merger agreement, including the merger, the submission of a proxy not marked “against” or
“abstain” will result in the waiver of appraisal rights. Caesars stockholders who hold sharesin the name of abroker or other nominee
must instruct their nominee to take the steps necessary to enable them to demand appraisal for their shares.

AnnexE to thisjoint proxy statement/ prospectus contains the full text of Section262 of the DGCL, which relates to the rights of
appraisal. We encourage you to read these provisions carefully and in their entirety.
Conditionsto Completion of the Merger (see pagel00)
A number of conditions must be satisfied before the merger will be completed. These include among others:
«the receipt of the approval of the issuance of shares of Harrah’s common stock in the merger by Harrah's stockholders and the

approval and adoption of the merger agreement and the transactions contemplated by the merger agreement, including the
merger, by Caesars stockholders;
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thereceipt of all material governmental and regulatory consents, approvals, orders and authorizations required to complete the
merger, including all approvals under gaming laws;

the expiration or termination of the waiting period, or any extension to the waiting period, under the Hart-Scott-Rodino
Antitrustimprovements Act of 1976, as amended, which isreferred to asthe HSR Act;

the absence of any legal restraints or prohibitions preventing the completion of the merger;

‘the absence of any litigation by any governmental entity seeking to prohibit or restrain the merger or that would otherwise have
amaterial adverse effect on Harrah's after the compl etion of the merger;

the representations and warranties of each party contained in the merger agreement being true and correct, except to the extent
that breaches of such representations and warranties would not result in amaterial adverse effect on the representing party;
the absence of events or devel opments since the date of the merger agreement that would reasonably be expected to have
material adverse changes with respect to either party;and

the delivery of tax opinions of legal counsel to each of Harrah's and Caesars to the effect that the merger will qualify asa
reorganization within the meaning of Section368(a) of the Internal Revenue Code.

Each of Harrah's, Harrah' s Operating Company and Caesars may waive the conditions to the performance of its respective obligations
under the merger agreement and compl ete the merger even though one or more of these conditions has not been met. Neither Harrah's
nor Caesars can give any assurance that all of the conditions to the merger will be either satisfied or waived or that the merger will
occur.

Regulatory Approvals (see pagerl)

The completion of the merger is subject to compliance with the HSR Act. The notifications required under the HSR Act to the
U.S.Federa Trade Commission, or the FTC, and the Antitrust Division of the U.S.Department of Justice, or the Antitrust Division, were
filed on July28, 2004. On August27, 2004, Harrah's and Caesars received from the FTC requests for additional information with respect
to the proposed merger. As aresult of the requests for additional information, the waiting period under United States Federal antitrust
law will be extended until 11:59P.M. Eastern Standard Time on the 30th day after both Harrah' s and Caesars have substantially
complied with the requests for additional information or such later time asis agreed among the parties and the FTC. Both Harrah’s and
Caesars certified their substantial compliance with the FTC’ s requests for additional information on January18, 2005. Harrah's and
Caesars may also be required to obtain additional regulatory approvals from various state and foreign authorities.

In addition, in order to complete the merger, Harrah's and Caesars must receive approvals from and make filings with various foreign,
state and local gaming and regulatory agencies.

While Harrah's and Caesars expect to obtain all required regulatory approvals, we cannot assure you that these regulatory approvals
will be obtained or that the granting of these regulatory approvals will not involve the imposition of conditions on the completion of

the merger, including the requirement to divest properties, or require changes to the terms of the merger agreement. These conditions
or changes could result in the conditions to the merger not being satisfied.

Agreement to Obtain Clear ance from Regulatory Authorities (see pagel07)
Harrah's and Caesars have agreed to use their reasonabl e best efforts to take, or cause to be taken, all actions necessary, proper or
advisable under applicable law and regulations, including the HSR Act and applicable gaming laws, to complete the merger as promptly

as practicable, but in no event later than
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July14, 2005, which date may be extended to October14, 2005 in circumstances described in the merger agreement. We refer to this
July14, 2005 date, asit may be extended, as the outside date.

Among other things, Harrah's and its subsidiaries have agreed to take any and all actions necessary to ensure that:

no requirement for non-action, awaiver, consent or approval of the FTC, the Antitrust Division, any authority enforcing
applicable gaming laws, any State Attorney General or other governmental entity;
no decree, judgment, injunction, temporary restraining order or any other order in any suit or proceeding;and

no other matter relating to any antitrust or competition law or regulation or relating to any gaming law,

would preclude completion of the merger by the outside date under the merger agreement, unless any of these actions would,
individually or in the aggregate, have amaterial adverse effect on the combined company.

Neither Harrah' s nor Caesars will knowingly take or cause to be taken any action which would reasonably be expected to materially
delay or prevent the obtaining of required approvals from any government entity by the outside date under the merger agreement.

No Salicitation by Caesar s (see pagel02)

The merger agreement contains restrictions on the ability of Caesarsto solicit or engage in discussions or negotiations with a third
party with respect to a proposal to acquire a significant interest of Caesars' equity or assets. Notwithstanding these restrictions, the
merger agreement provides that, under specified circumstances and prior to the approval by Caesars stockholders of the merger
agreement and the transactions contemplated by the merger agreement, including the merger, if Caesars receives an unsolicited
proposal from athird party to acquire a significant interest in Caesars that the Caesars board of directors determines in good faith
would reasonably be expected to lead to a proposal that is superior to the merger, Caesars may furnish nonpublic information to that
third party and engage in negotiations regarding a takeover proposal with that third party.

Termination of the Merger Agreement (see pagell?)
Harrah's and Caesars may mutually agree in writing, at any time before the completion of the merger, to terminate the merger
agreement. Also, either Harrah's or Caesars may terminate the merger agreement in anumber of circumstances, including if:
¢the merger is not completed by the outside date;
«any governmental entity prohibits the merger;
«Caesars stockholders fail to approve and adopt the merger agreement and the transactions contemplated by the merger
agreement, including the merger, at the Caesars special meeting;or

Harrah's stockholders fail to approve the issuance of shares of Harrah’s common stock in the merger at the Harrah's special
mesting.

Harrah's may terminate the merger agreement if:

«Caesars breaches its representations or warranties or fails to perform its covenants in the merger agreement, which breach or
failure to perform resultsin afailure of certain of the conditions to the completion of the merger being satisfied;
«the Caesars board of directors withdraws or adversely modifiesits recommendation of the merger agreement;or
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«the Caesars board of directors approves or recommends to Caesars stockholders a takeover proposal other than the merger
agreement.

Caesars may terminate the merger agreement if:

‘Harrah's or Harrah's Operating Company breaches its representations or warranties or failsto perform its covenantsin the
merger agreement, which breach or failure to perform resultsin afailure of certain of the conditions to the completion of the
merger being satisfied;or

«prior to the approval of Caesars stockholders of the merger agreement and transactions contemplated by the merger agreement,
including the merger, Caesars accepts, in accordance with the terms of the merger agreement, a superior proposal and pays
Harrah's the break-up fee described below under “Break-up Fee.”

Break-up Fee (see pagelll)

If the merger agreement is terminated, Caesars, in certain specified circumstances, will be required to pay a break-up fee of
$180.0millionto Harrah's.

Material United States Federal Income Tax Conseguences of the Merger (see page3l)

Harrah's and Caesars intend for the merger to qualify as a reorganization within the meaning of Section368(a) of the Internal Revenue
Code. If the merger qualifies as a reorganization, the U.S.federal income tax consequences to Caesars stockholders generally will be as
follows:

«Caesars stockholders that receive solely Harrah's common stock in the merger will not recognize any gain or loss, except for gain
or loss resulting from the receipt of cashin lieu of afractional share of Harrah's common stock;

«Caesars stockholders that receive a combination of cash and Harrah's common stock will recognize capital gain, but not loss, to
the extent of the amount of cash received;and

«Caesars stockholders that receive solely cash will recognize capital gain or loss.

No gain or loss will be recognized by Harrah's, Caesars or Harrah's stockholders as a result of the merger.

Tax matters are complicated, and the tax consequences of the merger to each Caesars stockholder will depend on the facts of each
stockholder’ s situation. Caesars stockholders are urged to read carefully the discussion in the section entitled “ The Merger— Material
United States Federal Income Tax Conseguences’ on page81 and to consult their own tax advisors for afull understanding of the tax
consequences of their participation in the merger.

Accounting Treatment (see page84)

Harrah’ s will account for the merger as a business combination under United States generally accepted accounting principles.
Risks (see page30)

In evaluating the merger, the merger agreement or the issuance of shares of Harrah’s common stock in the merger, you should
carefully read this joint proxy statement/ prospectus and especially consider the factors discussed in the section entitled “ Risk
Factors’ on page30.

Litigation Related to the Merger (see paged4)
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As of the date of this joint proxy statement/ prospectus, Caesars and Harrah's are aware of one purported class action lawsuit that
had been filed against Caesars and its board of directorsin connection with the merger. Among other things, the lawsuit sought to
prevent the closing of the merger. Both Harrah' s and Caesars believe that the lawsuit is without merit. A motion to dismiss the
complaint was filed on behalf of all defendants. The plaintiff did not file aresponse and decided to dismiss the lawsuit
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without prejudice. As of the date of thisjoint proxy statement/ prospectus, to Caesars' knowledge, the plaintiff has not filed a new
lawsuit.

Dividend Policies
Harrah's

The holders of Harrah’s common stock receive dividends if and when declared by the Harrah's board of directors. In February 2004
and April 2004, the Harrah' s board of directors declared dividends of $0.30per share of Harrah’s common stock, which were paid on
February25, 2004, based on Harrah' s stockholders of record on February11, 2004, and May26, 2004, based on Harrah' s stockholders of
record on May12, 2004. In July 2004, the Harrah' s board of directors declared dividends of $0.33per share of Harrah’s common stock,
which were paid on August25, 2004 based on Harrah's stockholders of record on August11, 2004. In October 2004, the Harrah’ s board
of directors declared dividends of $0.33per share of Harrah’s common stock, which were paid on November24, 2004 based on Harrah's
stockholders of record on November10, 2004. In January 2005, the Harrah's board of directors declared dividends of $0.33per share of
Harrah’s common stock, which will be paid on February23, 2005 based on Harrah's stockholders of record on February9, 2005. In
addition, quarterly cash dividends of $0.30per share of Harrah’s common stock were also declared and paid in the third and fourth
quarters of 2003.

The declaration and payment of dividends, however, is subject to the provisions of the DGCL and will depend upon business
conditions, operating results, capital and reserve requirements, covenantsin Harrah's debt agreements and the Harrah' s board of

directors’ consideration of other relevant factors. Harrah's can give no assurances that it will continue to pay dividends on the
Harrah's common stock in the future.

Caesars

The holders of Caesars common stock receive dividends if and when declared by the Caesars board of directors. Caesars has not paid
cash dividends for the fiscal years ended December31, 2003 and 2002 and does not currently anticipate paying cash dividends during
thefiscal year that will end on December31, 2004.

Material Differencesin Rightsof Harrah's Stockholders and Caesar s Stockholder s (see pagel26)

Caesars stockholders receiving merger consideration in the form of shares of Harrah’s common stock will have different rights once
they become Harrah's stockholders due to differences between the governing documents of Harrah’s and Caesars. These differences

are described in detail under “Comparison of Stockholders Rights and Corporate Governance Matters’ on pagel26.
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Summary Selected Historical Financial Data
Harrah’'s and Caesars are providing the following information to aid you in your analysis of the financial aspects of the merger.
Harrah’'s Entertainment, Inc.

The selected consolidated financial data below is derived from Harrah's audited consolidated financial statements for each of the five
years ended December31, 1999 through 2003 contained in Harrah's annual reports on Form10-K for the years ended December31, 2001,
2002 and 2003 and Harrah's current report on Form8-K filed with the Securities and Exchange Commission on December17, 2004, except
for the financial datafor the nine months ended September30, 2003 and 2004, which is derived from Harrah' s unaudited condensed
consolidated financial statements. The unaudited results reflect all the adjustments (consisting only of normal recurring adjustments)
that Harrah’s management considers necessary for afair presentation of operating results. The operating results for the nine months
ended September30, 2004 are not necessarily indicative of the results that will be achieved for afull year. Theinformationisonly a
summary and should be read in conjunction with (i)the unaudited pro forma condensed combined financial statements and
accompanying notes included in thisjoint proxy statement/ prospectus as described under “Unaudited Pro Forma Condensed
Combined Financial Statements” beginning on page118, and (ii)the consolidated financial statements, accompanying notes and
management’ s discussion and analysis of results of operations and financial condition of Harrah’s and Horseshoe Gaming Holding
Corp., or Horseshoe, all of which can be found in publicly available documents, including those incorporated by reference into this
joint proxy statement/ prospectus. See “Additional Information— Where Y ou Can Find More Information” on pagel47.

Nine Months Ended

September 30, Year Ended December31,
Pro Forma Pro Forma
for for
Hor seshoe Hor seshoe
Acquisition Acquisition
2004(1)(2) 2004(2) 2003 2003(1)(3) 2003(3) 2002(4) 2001(5) 2000(6) 1999(7)

(In millions, except per share amounts)

Income Statement Data:

Revenues $ 3,716.9 $ 3,359.3 $ 2,998.6 $ 4,598.1 $ 3,948.9 $ 3,747.9 $ 3,317.4 $ 2,977.8 $ 2,579.5
Income from operations 693.4 626.2 555.0 802.3 678.8 708.7 521.8 188.2 501.3
Income from continuing 467.3 436.0 383.4 480.8 428.2 470.6 294.2 (36.1 ) 307.0
operations before income taxes
and minority interests
Income/(loss) from continuing 289.5 269.6 233.0 294.8 261.1 282.2 173.8 (46.4 ) 185.3
operations
Income/(loss) before cumulative 290.8 257.2 292.6 326.2 209.0 (121 ) 208.5
effect of change in accounting
principle
Net income/(loss) 290.8 257.2 292.6 235.0 209.0 (121 ) 208.5
Earnings per share-diluted
Income/(loss) from 2.57 2.39 211 2.67 2.36 2.48 1.50 (0.40 ) 1.44
continuing operations
Net income/(loss) 258 2.33 2.65 2.07 1.81 0.10 ) 1.62
Cash dividends declared per 0.93 0.93 0.30 0.60 0.60 - - — —
common share
Other Financial and Operating
Data:
Cash flows from operating 773.5 571.6 666.8 646.2 713.4 449.8 638.9
activities
Interest expense, net of interest (195.5 ) (175.6 ) (2344 ) (240.2 ) (255.8 ) (227.1 ) (189.4 )
capitalized

21

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

At December 31,
At September 30,
2004 2003 2002 2001 2000 1999

Balance Sheet Data:

Total assets $ 8,304.0 ; 65788 3 63500 $ 61286 $ 51661 P 47668
Short-term debt, including 17 16 61.7 326 3459 29
current portion of long-term debt

Long-term debt 4,956.0 36719 3,763.1 37194 28358 25403
Stockholders' equity 19581 17384 14710 13741 1,269.7 1,486.3

(1)
2
©)

(4)

®)

6)

Y]

Pro forma results have been adjusted to give pro forma effect to the acquisition by Harrah's of Horseshoe asif that transaction
had occurred on January1, 2003.

Harrah' s results for the first nine months of 2004 include $2.1million in pretax charges for write-downs, reserves and recoveries.
Results for the first nine months of 2004 reflect Harrah' s Tunica and Harrah' s East Chicago as discontinued operations.

Harrah' s results for the year 2003 include $10.5million in pretax charges for write-downs, reserves and recoveries and
$19.1million in charges for premiums paid for, and write-offs associated with, debt retired before maturity. 2003 results reflect
Harveys Colorado, Harrah's Vicksburg, Harrah's Tunica and Harrah's East Chicago as discontinued operations.

Harrah' sresults for 2002 include $4.5million in pretax charges for write-downs, reserves and recoveries, a $6.1million charge for
its exposure under aletter of credit issued on behalf of National Airlines, Inc. and a charge of $91.2million, net of tax benefits of
$2.8million related to a change in accounting principle. 2002 also includes the financial results of Jazz Casino Company LLC from
the date of Harrah's acquisition of a majority ownership interest on June?7, 2002. 2002 results reflect Harveys Colorado, Harrah's
Vicksburg, Harrah's Tunica and Harrah' s East Chicago as discontinued operations.

Harrah's 2001 resultsinclude $17.2million in pretax charges for write-downs, reserves and recoveries and $26.2million of income
from dispositions of nonstrategic assets and the settlement of a contingency related to aformer affiliate. 2001 a so includes the
financial results of Harveys Casino Resorts from its July31, 2001, date of acquisition. 2001 results reflect Harveys Colorado,
Harrah's Vicksburg, Harrah's Tunica and Harrah's East Chicago as discontinued operations.

Harrah's 2000 resultsinclude $220.0million in pretax reserves for recelvables not expected to be recovered from JCC Holding
Company and its subsidiary, Jazz Casino Company LLC, $6.1million in pretax charges for other write-downs, reserves and
recoveries and $39.4million in pretax write-offs and reserves for Harrah' s investment in, loans to and net estimated exposure
under letters of credit issued on behalf of National Airlines, Inc. 2000 also includes the financial results of Players International,
Inc. from its March22, 2000, date of acquisition. 2000 results reflect Harrah's Vicksburg, Harrah's Tunicaand Harrah' s East
Chicago as discontinued operations.

Harrah' s results for 1999 include $2.2million in pretax charges for write-downs, reserves and recoveries and $59.8million of gains
from sales of Harrah's equity interests in nonconsolidated affiliates and $17.0million in pretax |osses on debt retired before
maturity. 1999 results reflect Harrah's Vicksburg, Harrah's Tunica and Harrah' s East Chicago as discontinued operations.
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CaesarsEntertainment, Inc.

Caesars has derived the following historical information from Caesars audited consolidated financial statements for each of the five
years ended December31, 1999 through 2003 contained in Caesars' annual reports on Form10-K for the years ended December31, 2001,
2002 and 2003 and Caesars' current report on Form8-K filed with the Securities and Exchange Commission on Decemberl7, 2004, except
for the financial data for the nine months ended September30, 2003 and 2004, which is derived from Caesars unaudited condensed
consolidated financial statements. The unaudited results reflect all the adjustments (consisting only of normal recurring adjustments)
that Caesars management considers necessary for afair presentation of operating results. The operating results for the nine months
ended September30, 2004 are not necessarily indicative of the results that will be achieved for afull year. The information isonly a
summary and should be read in conjunction with Caesars' consolidated financial statements and accompanying notes, as well as
management’ s discussion and analysis of results of operations and financial condition, al of which can be found in publicly available
documents, including those incorporated by reference in this joint proxy statement/ prospectus. See “ Additional Information— Where
Y ou Can Find More Information” on pagel47.

Nine Months
Ended
September 30, Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
(In millions, except per share amounts)
Results of Operations(1)(2):
Tota revenue 5 3305 $ 3115 5 4095 5 4080 b 3987 b 39%6 b 235
Total operating income 521 442 407 517 489 6383 Al
Income from continuing operations(3)(4) 164 118 A 140 51 167 113
Net income (loss)(5) 277 130 46 (824) (24) 143 136
Income from continuing operations
Basic 053 0.39 011 0.46 017 0.55 037
Diluted 052 0.39 011 046 017 054 037
Net income (loss) per share
Basic 090 043 015 (2.74) (0.08) 048 045
Diluted 0.88 043 015 (271) (0.08) 046 044
At December 31,
At September 30,
2004 2003 2002 2001 2000 1999
Balance Sheet Data:
Total assets $ 9489 » 9506 b 9679 b 10820 $ 11008 b 11151
Total debt 4179 4,619 4910 5,308 5,398 5,624
Stockholders equity 3416 3,058 2,957 3,767 3734 3,740

() On December24, 2003, Caesars announced that they had entered into a definitive agreement to sell the Las Vegas Hilton which
was consummated on Junel8, 2004. On September27, 2004, Caesars entered into an agreement to sell certain assets and liabilities
of the Atlantic City Hilton and Bally’s Tunica. The results of the three properties have been reclassified to Discontinued
Operations on the statement of operations and their assets and liabilities have been reclassified to Assets Held for Sale and
Liabilities Related to Assets Held for Sale. Prior years have been reclassified to conform to the new presentation. This
reclassification had no impact on previously reported net income (10ss).

(2 Beginning in 2000, operating results include the acquisition of Caesars World, Inc. which was completed in December 1999.

(3 Excludes chargesfor the cumulative effect of accounting changes of $979million related to goodwill in 2002 and $2million related
to pre-opening expense in 1999. In accordance with the adoption of SFASN0.142, on Januaryl, 2002, Caesars no longer amortizes
goodwill.
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(4)

©)

Includes the following:

«For 2003, a $38million goodwill impairment charge at the Caesars Tahoe property, and an $89million asset impairment charge at
the Flamingo Laughlin property.

For 2002, a $7.5million charge related to the cancellation of an energy contract, $2.5million in damage costs caused by tropical
stormsto Caesars Gulf Coast properties, a $9million charge related to settling employment agreements with aformer officer, a
$43million charge for the buy-out, settlement of alitigation, and revaluation of the Bally’s Casino New Orleans, and a $4million
charge related to the settlement of litigation involving the failed agreement (signed in 2000) to sell the Las Vegas Hilton.
Offsetting these charges in 2002 was a $44million gain related to the sale of Caesars' interest in Jupiters Limited.

«For 2001, a $19million impairment charge related to the sale of the Flamingo Reno property and $32million investment loss
primarily related to Caesars' investment in Aladdin Gaming Holdings, LLC senior discount notes. In addition, earnings declined

significantly, especially in the Las Vegas market due to the impact of travel and |eisure spending resulting from the September11,
2001 attacks.

For the nine months ended September30, 2004, net income includes an $87million gain on sale, net of taxes, related to the sale of

the Las Vegas Hilton, a$9million asset impairment charge at the Caesars Tahoe property, a $2million charge related to executive
contract terminations and a $3million gain on the sale of Caesars' interest in an office building.
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Sdected Unaudited Pro Forma Condensed Combined Financial Data

The following selected unaudited pro forma condensed combined financial income statement data for the year ended December31,
2003 and the nine months ended September30, 2004 gives effect to the acquisition by Harrah's of Horseshoe, the merger, the sale of
Harrah's Shreveport to Boyd Gaming Corporation, the sale of Harrah's Tunica, Harrah's East Chicago, Bally’s Tunica and the Atlantic
City Hilton to an affiliate of Colony Capital, LLC and the sale of Bally’s Casino NewOrleans and Caesars Tahoe to an affiliate of
Columbia Sussex asif these transactions had occurred on Januaryl, 2003 and the unaudited pro forma condensed combined balance
sheet data gives effect to the merger as if these transactions had occurred on September30, 2004. The pro forma adjustments are based
upon available information and assumptions that each company’ s management believes are reasonable. The selected unaudited pro
forma condensed combined financial data are presented for illustrative purposes only. The companies may have performed differently
had they always been combined. Stockholders should not rely on this information as being indicative of the historical results that
would have been achieved had the companies always been combined or the future results that the combined company will experience
after the merger.

The selected unaudited pro forma condensed combined financial data (i)have been derived from and should be read in conjunction
with the unaudited pro forma condensed combined financial statements and accompanying notes included in thisjoint proxy
statement/ prospectus as described under “Unaudited Pro Forma Condensed Combined Financial Statements’ beginning on pagells8,
and (ii)should be read in conjunction with the consolidated financial statements of Harrah's, Horseshoe and Caesars and other
information filed by Harrah's, Horseshoe and Caesars with the SEC and incorporated by reference into thisjoint proxy statement/
prospectus. See “Additional Information— Where Y ou Can Find More Information” on pagel47.

Nine Months Ended Year Ended
September 30, 2004 December 31, 2003
(In millions, except per share amounts)
Income Statement Data:

Net revenues $ 6,917.9 $ 8,546.1
Income from operations 12284 1,249.3
Income from continuing operations 4273 316.0
Earnings per share from continuing operations
Basic 240 1.80
Diluted 235 177

At September 30, 2004

(In millions)
Balance Sheet Data:
Total assets $ 18,796.6
Total debt, including current portion 10,3431
Stockholders’ equity 5,248.2
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Comparative Per Sharelnformation

The following tables set forth historical per share information of Harrah’s and Caesars and unaudited pro forma condensed combined
per share information after giving effect to the merger under the purchase method of accounting, based on an average price per share
of Harrah's common stock of $48.74. The unaudited pro forma combined financial data are not necessarily indicative of the financia
position had the transaction occurred on September30, 2004, operating results that would have been achieved had the transaction
been in effect as of January1, 2003 and should not be construed as representative of future financial position or operating results. The
unaudited pro forma condensed combined per share information is derived from, and should be read in conjunction with, the unaudited
pro forma condensed combined financial statements and accompanying notes included in this joint proxy statement/ prospectus as
described under “ Unaudited Pro Forma Condensed Combined Financial Statements” beginning on pagell8. The historical per share
information is derived from the audited financia statements as of and for the year ended December31, 2003 for each of Harrah's and
Caesars, except for the financial data for the nine months ended September30, 2003 and September30, 2004, which is derived from
Harrah's and Caesars' unaudited financial statements.

Thisinformation is only a summary and should be read in conjunction with the financial statements and accompanying notes of
Harrah's and Caesars contained in the annual reports and other information that has been filed with the SEC and incorporated by
reference in this joint proxy statement/ prospectus and with the unaudited pro forma condensed combined financial statements referred
to above. See” Additional Information— Where Y ou Can Find More Information” on pagel47.

Harrah's
Historical Entertainment Pro Forma
Harrah's As Adjusted for Historical Pro Forma Equivalent of One
Entertainment Hor seshoe(1) Caesars Combined Caesars Share (2)
Income from continuing operations per
share-diluted(3):
Y ear ended December31, $ 236 $ 267 $ o1 $ 177 $ 057
2003
Nine months ended 239 257 052 235
September30, 2004
Book value per share(4):
December31, 2003 1568 1007 N/A N/A
September30, 2004 17.48 10.99 29.30 951
Cash dividends declared per share 093 093 — 093 0.30
Outstanding shares (in millions)
December31, 2003 1109 3038 N/A
September30, 2004 1120 3109 179.1

() Proformaresultsto reflect the impact of the Horseshoe acquisition asiif that transaction, which was consummated on Julyl,
2004, had occurred on January1, 2003. For additional historical financial information regarding Horseshoe, see “Additional
Information— Where Y ou Can Find More Information” on pagel47.

(2  ThePro Forma Caesars Equivalent per share amounts were calculated by applying the exchange ratio of 0.3247 to the pro forma
combined income from continuing operations, book value per share, and cash dividends declared per share.

(3) Thetable above combines Harrah' s results of operations for the fiscal year ended December31, 2003 and the results of
operations for the nine months ended September30, 2004 with Caesars' results of operations for the same periods. The pro forma
combined income from continuing operations per share is based on the combined weighted average number of common shares
and common share equivalents. Common share equivalents consist of common stock issuable upon the exercise of outstanding
options and warrants.
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(4)

We computed historical book value per share by dividing Harrah's unaudited total stockholders' equity as of September30,
2004, and December31, 2003, by the number of common shares outstanding as of those dates and Caesars unaudited total
stockholders' equity as of September30, 2004, and December31, 2003, by the number of common shares outstanding as of those
dates. We computed the Pro Forma Combined book value per share amounts by dividing pro forma stockholders' equity by the
pro forma number of shares of Harrah’s common stock outstanding as of September30, 2004 (without including outstanding
options). See “Unaudited Pro Forma Condensed Combined Balance Sheet” on pagel21. The pro forma number of shares of
Harrah's common stock was calculated as the sum of total shares of Harrah’s common stock outstanding plus the shares
expected to beissued in the merger.
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Compar ative Per Share Market Price Data

Harrah’s common stock trades on the NY SE under the symbol “HET.” Caesars common stock trades on the NY SE under the symbol
“CZR.” Thetable below setsforth, for the periods indicated, dividends and the range of high and low per share sales prices for
Harrah’s common stock and Caesars common stock as reported on the NY SE. For current price information, you should consult
publicly available sources. For more information on Harrah's and Caesars payment of dividends, see “—Dividend Policies’ above on
page20.

Harrah’s Common Stock Caesars Common Stock
High Low Dividends Paid High Low Dividends Paid

Fisca Year 2002

First quarter $ 4539 $ 3495 $ — $ 1098 $ 870 $ —

Second quarter 51.35 41.70 — 1293 950 —

Third quarter 49.30 3951 — 1053 7.38 —

Fourth quarter 50.60 37.65 — 8.79 6.06 —
Fisca Year 2003

First quarter 40.75 30.30 — 864 6.50 —

Second quarter 44.30 34.20 — 9.23 6.90 —

Third quarter 4411 38.65 0.30 10.00 822 —

Fourth quarter 4994 40.85 0.30 11.09 887 —
Fisca Year 2004

First quarter 56.40 4890 0.30 1374 1093 —

Second quarter 5750 50.86 0.30 1522 1201 —

Third quarter 5521 4394 033 16.84 1320 —

Fourth quarter 67.25 52.78 0.33 20.20 16.68 —
Fiscal Year 2005

First quarter (through 66.70 63.00 — 20.06 1920 —

January19, 2005)

The following table presents:

«the last reported sale price of ashare of Harrah's common stock, as reported on the NY SE;and

the last reported sale price of a share of Caesars common stock, as reported on the NY SE;

in each case, on July14, 2004, the last full trading day prior to the public announcement of the proposed merger, and on January19,
2005, the last practicable trading day prior to the date of thisjoint proxy statement/ prospectus.

Harrah's Caesars

Date Common Stock Common Stock
July14, 2004 $ 5098 $ 1600
January19, 2005 65.74 19.85

The market value of the shares of Harrah’s common stock to be issued in exchange for shares of Caesars common stock upon the
completion of the merger will not be known at the time Caesars stockholders vote on the proposal to approve and adopt the merger
agreement and the transactions contemplated by the merger agreement, including the merger, or at the time Harrah' s stockholders vote
on the proposal to approve the issuance of shares of Harrah’s common stock in the merger, because the merger will not be completed
by at the time of respective stockholder votes.

The above tables show only historical comparisons. Because the market prices of Harrah’s common stock and Caesars common stock
will likely fluctuate prior to the merger, these comparisons may not provide meaningful information to Harrah's stockholdersin

soores o lllbiumias D 2005, EDGAR Online, Inc.




determining whether to approve the issuance of

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

shares of Harrah's common stock in the merger or to Caesars stockholders in determining whether to approve and adopt the merger
agreement and the transactions contemplated by the merger agreement, including the merger. Harrah' s and Caesars stockholders are
encouraged to obtain current market quotations for Harrah's and Caesars common stock and to review carefully the other information
contained in this joint proxy statement/ prospectus or incorporated by reference into this joint proxy statement/ prospectusin
considering whether to approve the respective proposals before them. See “ Additional Information— Where Y ou Can Find More
Information” on pagel4?.
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RISK FACTORS

In addition to the other information included in this joint proxy statement/ prospectus, including the matters addressed in

“ Cautionary Statement Concerning Forward-Looking Statements,” you should carefully consider the following risks before
deciding whether to vote for approval and adoption of the merger agreement and the transactions contemplated by the merger
agreement, including the merger, in the case of Caesars stockholders, or for approval of the issuance of shares of Harrah’s common
stock pursuant to the merger agreement and an amendment to Harrah's certificate of incorporation to increase the number of
authorized shares of Harrah’s common stock, in the case of Harrah's stockholders. In addition, you should read and consider the
risks associated with each of the businesses of Harrah's and Caesars because these risks will also affect the combined company.
These risks can be found respectively in the Harrah's and Caesars Annual Reports on Form10-K for the year ended December 31,
2003, which are filed with the SEC and incorporated by reference into this joint proxy statement/ prospectus.

RisksRelating to the Merger

Harrah’s and Caesars may be required to comply with material restrictions or conditionsin order to obtain the regulatory
approvals to complete the merger and any delaysin obtaining regulatory approvals will delay and may possibly prevent the
merger.

The merger is subject to review by the Antitrust Division of the U.S.Department of Justice and the U.S.Federal Trade Commission
under the Hart-Scott-Rodino Antitrustlmprovements Act of 1976, as amended, or the HSR Act. Under this statute, Harrah’s and
Caesars are required to make pre-merger notification filings and to await the expiration or early termination of the statutory waiting
period prior to completing the merger. The governmenta entities from whom approvals are required may attempt to condition their
approval of the merger, or of the transfer to Harrah's of licenses and other entitlements, on the satisfaction of certain regulatory
conditions that may have the effect of imposing additional costs on Harrah’s or otherwise substantially reducing the benefits to
Harrah'sif the merger is completed. These conditions could include a complete or partial license, divestiture, spin-off or the sale of
certain assets or businesses, which may be on terms that are not as favorable to Harrah's and/or Caesars as may have been attainable
absent the merger. Each of Harrah's and Caesars are obligated under the merger agreement to take specified actions, subject to certain
limitations, including selling or otherwise divesting certain of their gaming properties or operations, in order to obtain the required
consents or approvals under the HSR Act and other antitrust regulations.

The completion of the merger is also conditioned upon receiving approval from various foreign, state and local gaming and regulatory
authorities. Harrah's and Caesars have not yet obtained all of the regulatory approvals required to compl ete the merger.

While Harrah's and Caesars expect to obtain the required regulatory approvals, Harrah's and Caesars cannot be certain that all of the
required gaming and antitrust approvals will be obtained, nor can they be certain that the approvals will be obtained within the time
contemplated by the merger agreement. A delay in obtaining the required approvals will delay and may possibly prevent the
completion of the merger. For afull description of the regulatory approvals required for the merger see “ The Merger— Regulatory
Approvals Required for the Merger” on page71.

The price of Harrah’s common stock at the time of completion of the merger might be lower than the price when the merger was
publicly announced, which would decrease the value of the stock portion of the merger consideration to be received by certain
Caesars stockholdersin the merger. Further, at the Caesars special meeting, Caesars stockholderswill not know the exact value of
Harrah’s common stock that will beissued in the merger.

The price of Harrah’s common stock might decrease from its market price on July14, 2004, the last full trading day prior to the public
announcement of the proposed merger, and on the date of the Caesars special meeting. Accordingly, if the price of Harrah’s common
stock declines prior to the completion of the merger, the value of the stock portion of the merger consideration to be received by
Caesars
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stockholdersin the merger will decrease. See “ Summary— The Merger— Merger Consideration” on page9. The merger agreement

does not provide Caesars with a price-based termination right or other protection for Caesars or its stockholders against declinesin the
market price of Harrah’s common stock. Therefore, Cagsars cannot terminate the merger agreement solely because of a decreasein the
trading price of Harrah’s common stock.

Harrah's and Caesars are working to complete the merger as quickly as possible. However, the time period between the stockhol der
votes taken at the special meetings and the completion of the merger will depend upon the status of certain federal and state regulatory
approvals, which must be obtained prior to the completion of the merger. Thereis currently no way to predict how long it will take to
obtain all of the required regulatory approvals. Because the date when the merger is completed may be later than the date of the special
meetings, Harrah's and Caesars stockholders will not know the exact value of the Harrah’s common stock that will be issued in the
merger at the time they vote on the merger proposals. As aresult, if the market price of Harrah’s common stock at the completion of the
merger is lower than the market price on the date of the Caesars special meeting, the value of the Harrah’s common stock received by
Caesars stockholders that receive the stock portion of the merger consideration in the merger will be less than the value of such
Harrah's common stock on the date of the Caesars special meeting. Moreover, during such period, events, conditions or circumstances
could arise that could have a material impact or effect on Harrah's, Caesars or the gaming industry.

During the twelve-month period ending on January19, 2005, the most recent practicable date prior to the date of thisjoint proxy
statement/prospectus, the closing price of Harrah's common stock varied from alow of $43.94 to a high of $67.25, and ended that
period at $65.74. We encourage you to obtain current market quotations for Harrah’s common stock before you vote your shares.

Stock consideration or cash consideration paid in the merger may be different than what Caesars stockholders elect.

Caesars stockholders may elect to receive either 0.3247 of a share of Harrah’s common stock or be deemed to have elected $17.75in
cash for each share of Caesars common stock that they own, subject to proration to reflect the aggregate amount of cash to be paid
and the number of shares of Harrah’s common stock to be issued by Harrah'sin the merger and other adjustments as described in this
joint proxy statement/prospectus. As aresult of proration, even if a Caesars stockholder elects to receive shares of Harrah's common
stock in the merger, such Caesars stockholder may nonethel ess receive amix of Harrah’s common stock and cash. Similarly, if a
Caesars stockholder chooses not to elect stock or fail to make an election for stock, such Caesars stockholder may nonetheless receive
amix of Harrah’s common stock and cash. For afull description of the proration terms and procedures, see “ The Merger Agreement—
Merger Consideration— Stock Cap and Proration” on page97 and “ Summary— The Merger— Merger Consideration” on page9.

Harrah’swill have more indebtedness after the merger, which could adversely affect its cash flows and business.

In order to complete the merger, Harrah' s anticipates arranging for and funding at least $1.9billion of new indebtedness. Proceeds from
the indebtedness will be used to fund the cash portion of the consideration paid to Caesars stockholders. Harrah's debt outstanding
as of September30, 2004 was approximately $5.0billion. Giving effect to the merger, Harrah's pro formatotal debt outstanding as of

September30, 2004 would have been approximately $10.3billion. As aresult of thisincrease in debt, demands on Harrah's cash
resources will increase after the completion of the merger. The increased levels of debt could, among other things:

require Harrah’ sto dedicate a substantial portion of its cash flow from operations to make payments on its debt, thereby
reducing funds available for working capital, capital expenditures, dividends, acquisitions and other purposes,
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‘increase Harrah' s vulnerability to, and limit flexibility in planning for, adverse economic and industry conditions;

«affect Harrah' s credit rating;

dimit Harrah' s ability to obtain additional financing to fund future working capital, capital expenditures, additional acquisitions
and other general corporate requirements,

«create competitive disadvantages compared to other companies with less indebtedness;and

dimit Harrah’s ability to apply proceeds from an offering or asset sale to purposes other than the repayment of debt.

If Harrah'sis unable to finance the merger through cash flow, borrowings under its bank credit facility and additional financings,
the completion of the merger will be jeopardized.

Harrah's intends to finance the merger primarily with cash flow from operations, borrowings under its bank credit facility, and equity
or debt financings. If Harrah'sis unable to finance the merger, Harrah’ s will have to adopt one or more alternatives, such as reducing
or delaying planned expansion, development and renovation projects, selling assets, restructuring debt, or obtaining joint venture
partners, all of which may adversely affect Harrah' s business, financial condition and results of operations. Additionally, these
sources of funds may not be sufficient to finance the merger, and other financing may not be available on acceptable terms, in atimely
manner or at al. If Harrah'sis unable to finance the merger through cash flow and/or secure such additional financing, the completion
of the merger will be jeopardized and Harrah'swill be in breach of the merger agreement.

Harrah's may not realize all of the anticipated benefits of the merger.

Harrah's ability to realize the anticipated benefits of the merger will depend, in part, on the ability of Harrah’ sto integrate the
businesses of Caesars with the businesses of Harrah's. The combination of two independent companies is a complex, costly and
time-consuming process. This process may disrupt the business of either or both of the companies, and may not result in the full
benefits expected by Harrah’s and Caesars. The difficulties of combining the operations of the companies include, among others:

«coordinating marketing functions;

wunanticipated issues in integrating information, communications and other systems;
wnanticipated incompatibility of purchasing, logistics, marketing and administration methods;
retaining key employees;

«consolidating corporate and administrative infrastructures,

«the diversion of management’s attention from ongoing business concerns;and

«coordinating geographically separate organizations.

We cannot assure you that the combination of Caesars with Harrah' swill result in the realization of the full benefits anticipated from
the merger.

If the proposed merger is not completed, Harrah’s and Caesarswill have incurred substantial costs that may adversely affect
Harrah’sand Caesars' financial results and operations and the market price of Harrah’s and Caesars common stock.

Harrah's and Caesars have incurred and will continue to incur substantial costs in connection with the proposed merger. These costs
are primarily associated with the fees of attorneys, accountants and Harrah's and Caesars' financial advisors. In addition, Harrah's and
Caesars have each diverted significant management resourcesin an effort to complete the merger and are each subject to restrictions
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will have incurred significant costs, including the diversion of management resources, for which it will have received little or no benefit.
Also, if the merger is not completed under certain circumstances specified in the merger agreement, Caesarsisrequired to pay Harrah's
a break-up fee of $180.0million. See “The Merger Agreement— Break-up Fee” on pagell3.

In addition, if the merger is not completed, Harrah's and Caesars may experience negative reactions from the financial markets and
Harrah's and Caesars' collaborative partners, customers and employees. Each of these factors may adversely affect the trading price of
Harrah's and/or Caesars common stock and Harrah's and/or Caesars' financial results and operations.

Directors of Caesars have interestsin the merger that may be different from, or in addition to, the interests of Caesars stockholders.

When considering the Caesars board of directors' recommendation that Caesars stockholders vote in favor of the approval and
adoption of the merger agreement, Caesars stockholders should be aware that some directors and executive officers of Caesars have
interests in the merger that may be different from, or in addition to, the interests of Caesars stockholders. These interests include the
potential for positions as directors of Harrah's, severance payments under employment agreements and change of control agreements,
acceleration of vesting and exercisability of options, restricted stock units, performance awards and supplemental retention unitsas a
result of the merger and the right to continued indemnification and insurance coverage by Harrah's for acts or omissions occurring
prior to the merger. Upon completion of the merger, William Barron Hilton and StephenF. Bollenbach will be appointed to the Harrah's
board of directors. Messrs.Hilton and Bollenbach represent two of nine members of the Caesars board of directors, or 22percent. The
Harrah's board of directors will consider the nomination of up to two additional Caesars directors to the Harrah's board of directors.
Therefore, up to four of nine members of the Caesars board of directors, or 44percent may be appointed to the Harrah' s board of
directors. It is currently not known whether any of the executive officers of Caesars will remain with Harrah's after the compl etion of
the merger.

Asaresult of these interests, these directors and officers could be more likely to vote to approve and adopt the merger agreement and
the transactions contemplated by the merger agreement, including the merger, than if they did not hold these interests, and may have
reasons for doing so that are not the same as the interests of other Caesars stockholders. For afull description of the interests of
directors and executive officers of Caesarsin the merger, see “The Merger— Interests of Caesars' Directors and Executive Officersin
the Merger” on pageB9.

Risks Relating to Harrah's Operations After the Consummation of the Merger
If Harrah'sis unable to effectively compete against its competitors, its profitswill decline.

The gaming industry is highly competitive and Harrah’s competitors vary considerably by their size, quality of facilities, number of
operations, brand identities, marketing and growth strategies, financial strength and capabilities, level of amenities, management talent
and geographic diversity. In certain areas, such as Las Vegas, Harrah’' s competes with awide range of casinos, some of which are
significantly larger and offer substantially more non-gaming activitiesto attract customers. Harrah' s also competes with other
non-gaming resorts and vacation areas, and with various other entertainment businesses.

In recent years, with fewer new markets opening for development, competition in existing markets has intensified. The expansion of
existing casino entertainment properties, the increase in the number of properties and the aggressive marketing strategies of many of
Harrah's competitors has increased competition in many markets in which Harrah's competes, and this intense competition is expected
to continue. These competitive pressures have and are expected to continue to adversely affect Harrah's financial performance in
certain markets.

In particular, Harrah's business may be adversely impacted by the additional gaming and room capacity in Las Vegas, Atlantic City,
Mississippi, Missouri, Illinois and Louisiana and/or other projects
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not yet announced in any of the other markets in which Harrah's operates or will operate after the merger. In addition, Harrah's
operations located in the states of New Jersey and Nevada may be adversely impacted by the expansion of Native American gaming in
New York and California.

Harrah’sis subject to extensive governmental regulation and taxation policies, the enforcement of which could adversely impact
Harrah’sbusiness, financial condition and results of operations.

Harrah'sis subject to extensive gaming regulations and political and regulatory uncertainty. Regulatory authorities at the U.S.Federal,
state and local levels have broad powers with respect to the licensing of casino operations and may revoke, suspend, condition or limit
Harrah's gaming or other licenses, impose substantial fines and take other actions, any one of which could adversely impact Harrah's
business, financial condition and results of operations. From time to time, individual jurisdictions have a so considered legislation or
referendums, which could adversely impact Harrah' s operations. The likelihood or outcome of similar legidlation and referendumsin
the future cannot be predicted.

The casino entertainment industry represents a significant source of tax revenues to the various jurisdictions in which casinos
operate. From time to time, various state and federal legidators and officials have proposed changesin tax laws, or in the
administration of such laws, including increasesin tax rates, which would affect the industry. If adopted, such changes could
adversely impact Harrah' s business, financial condition and results of operations.

The development and construction of new hotels, casinos and gaming venues and the expansion of existing ones are susceptible to
delays, cost overruns and other uncertainties, which could have an adverse effect on Harrah’ s business, financial condition and
results of operations.

Harrah’s may decide to develop, construct and open new hotels, casinos and other gaming venues in response to opportunities that
may arise. If the merger is consummated, Harrah’ s will also continue to devel op the projects that are currently being undertaken by
Caesars. Future development projects and acquisitions may require significant capital commitments and could result in potentialy
dilutive issuances of equity securities, the incurrence of additional debt, guarantees of third party-debt, the incurrence of contingent
liabilities and an increase in amortization expenses related to goodwill and other intangible assets, which could have a material adverse
effect upon Harrah's business, financial condition and results of operations. The development and construction of new hotels, casinos
and gaming venues and the expansion of existing ones are susceptible to various risks and uncertainties, such as:

«the existence of acceptable market conditions and demand for the completed project;

«general construction risks, including cost overruns, change orders and plan or specification modification, shortages of
equipment, materials or skilled labor, labor disputes, unforeseen environmental, engineering or geological problems, work
stoppages, fire and other natural disasters, construction scheduling problems and weather interferences;

«changes and concessions required by governmental or regulatory authorities;

«delays in obtaining, or inability to obtain, all licenses, permits and authorizations required to complete the project;and

«isruption of Harrah's existing operations and facilities.

Harrah' s failure to complete any new development or expansion project as planned, on schedule, within budget or in a manner that
generates anticipated profits, could have a material adverse effect on Harrah' s business, financia condition and results of operations.

Servicing Harrah’sindebtedness will require a significant amount of cash, and Harrah’s ability to generate cash depends on many
factors beyond its control.

Harrah's ability to make payments on its indebtedness and to fund planned capital expenditures will depend on its ability to generate
cash in the future. Harrah's is a holding company and Harrah’s Operating
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Company conducts substantially all of its operations through its subsidiaries. As aresult, Harrah's ability to meet its debt service
obligations substantially depends upon its subsidiaries’ cash flow and payments of fundsto it by its subsidiaries. This ability, to some
extent, is subject to general economic, financial, competitive, legidative, regulatory and other factors that are beyond Harrah's control.
An economic downturn in aregion in which Harrah's operates, or will operate after the merger, may adversely impact Harrah's
business, results of operations and financial condition.

Based on Harrah's current level of operations and recent acquisitions, including the pending acquisition of Caesars, Harrah's believes
its cash flow from operations, available cash and available borrowings under its credit facility will be adequate to meet its liquidity
needs for the foreseeable future. There can be no assurances, however, that Harrah's business will generate sufficient cash flow from
operations or that future borrowings will be available to Harrah's under its credit facility in an amount sufficient to enable Harrah'sto
pay itsindebtedness or to fund its other liquidity needs. Harrah’s may need to refinance all or a portion of itsindebtedness on or
before maturity. There can be no assurance that Harrah’ s will be able to refinance any of its indebtedness on commercially reasonable
termsor at dl.

The risks associated with Harrah' sinternational operations could reduce Harrah's profits.

Certain of Caesars' properties are located in countries outside the United States. International operations are subject to inherent risks
including:

«wvariation in local economies;

ccurrency fluctuation;

«greater difficulty in accounts receivable collection;

trade barriers;

dburden of complying with avariety of international laws;and

political and economic instability.

In addition, Caesars has announced plans to develop and operate a casino in the United Kingdom, partnering with Quintain Estates
and Development Group. Development in the United Kingdom is dependent on passage of proposed legidative reform of the United
Kingdom gaming laws and regulations.

Acts of terrorism and war may negatively impact Harrah's future profits.

Terrorist attacks and other acts of war or hogtility have created many economic and political uncertainties. Harrah's cannot predict the
extent to which terrorism, security alerts or thewar in Irag will continue to directly or indirectly impact Harrah' s business and operating
results. For example, the United States Coast Guard is considering regulations designed to increase homeland security, which, if
passed, could affect some of Harrah's properties and require significant expenditures to bring such properties into compliance. In
addition, as a consequence of the threat of terrorist attacks and other acts of war or hostility in the future, premiums for a variety of
insurance products have increased, and some types of insurance are no longer available. Given current conditions in the global
insurance markets, Harrah's is predominately uninsured for losses and interruptions caused by terrorist acts and acts of war. If any
such event were to affect the Harrah's properties, Harrah' s would likely suffer a substantial loss.

Failure to achieve the anticipated benefits of Harrah’s acquisition of Horseshoe Gaming Holding Corp. could adversely impact
Harrah'sbusiness.

On July1, 2004, Harrah's completed its acquisition of Horseshoe Gaming Holding Corp. The complex process of integrating Horseshoe
into Harrah's requires and will continue to require significant resources. Failure to achieve the anticipated benefits from the
acquisition, or to successfully integrate the operations, of Horseshoe could have a material adverse effect on Harrah's business,
financial condition and results of operations.
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Harrah' s will incur significant costs and commit significant management time integrating Horseshoe' s operations, information,
communication and other systems and personnel, among other items. Thisintegration will cause Harrah’sto incur cash outflowsin
completing the integration process, such as fees and expenses of professionals and consultants involved in completing the integration
process and integrating technology and personnel.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

Thisjoint proxy statement/ prospectus and the other documents incorporated by reference into this joint proxy statement/ prospectus
contain or may contain “forward-looking statements’ intended to qualify for the safe harbor from liability established by the Private
Securities Litigation Reform Act of 1995. These statements can be identified by the fact that they do not relate strictly to historical or
current facts. We have based these forward-looking statements on our current expectations about future events. Further, statements
that include the words such as“may,” “will,” “project,” “might,” “expect,” “believe,” “anticipate,” “intend,” “could,” “would,”
“estimate,” “continue” or “pursue,” or the negative of these words or other words or expressions of similar meaning may identify
forward-looking statements. These forward-looking statements are found at various places throughout this joint proxy statement/
prospectus and the other documents incorporated by reference. These forward-looking statements, including, without limitation, those
relating to future actions, new projects, strategies, future performance, the outcome of contingencies such aslegal proceedings and
future financial results, in each case relating to Harrah's or Caesars, respectively, wherever they occur in thisjoint proxy statement/
prospectus or the other documents incorporated by reference herein, are necessarily estimates reflecting the best judgment of the
respective management of Harrah's and Caesars and involve a number of risks and uncertainties that could cause actual resultsto
differ materially from those suggested by the forward-looking statements. These forward-looking statements should, therefore, be
considered in light of various important factors, including those set forth in this joint proxy statement/ prospectus and incorporated by
reference into this joint proxy statement/ prospectus. In addition to the risk factorsidentified el sewhere, important factors that could
cause actual resultsto differ materially from estimates or projections contained in the forward-looking statements include, without
limitation:

‘the effects of local and national economic, credit and capital market conditions on the economy in general, and on the gaming
and hotel industry in particular;

«construction factors, including delays, increased costs for labor and materials, zoning issues, environmental restrictions, soil and
water conditions, weather and other hazards, site access matters and building permit issues;

the effects of environmental and structural building conditions relating to our properties;

«the ability of Harrah's to complete the merger with Caesars and to timely and cost-effectively integrate Caesars and Horseshoe
into Harrah's operations;
«access to available and feasible financing, including financing for the merger of Caesarsinto Harrah's, on atimely basis;

«changesin laws, including increased tax rates, regulations or accounting standards, third-party relations and approvals, and
decisions of courts, regulators and governmental bodies;

ditigation outcomes and judicial actions, including gaming legidative action, referenda and taxation;

«the ability of customer-tracking, customer loyalty and yield-management programs to continue to increase customer loyalty and
same casino or hotel sales;

«the ability to recoup costs of capital investments through higher revenues;

«acts of war or terrorist incidents,

«abnormal gaming holds;and

‘the effects of competition, including locations of competitors and operating and market competition.

Y ou are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of the joint proxy
statement/ prospectus or, in the case of documents incorporated by reference, as of the date of those documents. Neither Harrah's nor
Caesars undertakes any obligation to publicly update or release any revisions to these forward-looking statements to reflect events or
circumstances after the date of this joint proxy statement/ prospectus or to reflect the occurrence of unanticipated events, except as
required by law.
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THEHARRAH'SSPECIAL MEETING

General

Thisjoint proxy statement/ prospectus is being provided to Harrah's stockholders as part of a solicitation of proxies by the Harrah's
board of directors for use at a special meeting of Harrah’s stockholders. This joint proxy statement/ prospectus provides Harrah's
stockholders with the information they need to know to be able to vote or instruct their vote to be cast at the special meeting of
Harrah's stockhol ders.

Date, Time, Place and Pur pose of theHarrah’s Special Meeting

The special meeting of Harrah's stockholders will be held on March11, 2005 at 8:00am., local time, at Rio All-SuiteHotel Casino, 3700
West Flamingo Road, Las Vegas, Nevada.

The Harrah's specia meeting is being held for the following purposes:

0 consider and vote upon a proposal to approve the issuance of shares of Harrah’s common stock pursuant to the Agreement
and Plan of Merger, dated as of July14, 2004, by and among Harrah’ s Entertainment, Inc., Harrah’' s Operating Company, Inc., a
wholly-owned subsidiary of Harrah's, and Caesars Entertainment, Inc.;and

o consider and vote upon a proposal to approve an amendment to Harrah's certificate of incorporation to increase the number
of authorized shares of Harrah' s common stock from 360,000,000 to 720,000,000;and

o transact any other business as may properly come before the special meeting or any adjournments or postponements of the
special meeting.

Recommendation of the Harrah’s Board of Directors

Proposal 1

The Harrah' s board of directors has unanimously approved the merger agreement and unanimously recommends that Harrah’s
stockholders vote “FOR” approval of the issuance of shares of Harrah’s common stock to Caesars stockhol ders pursuant to the
merger agreement. See “ The Merger— Recommendation of the Harrah's Board of Directors and Its Reasons for the Merger” on
page>4.

Proposal2

The Harrah' s board of directors unanimously approved a resolution, subject to stockholder approval, to amend Harrah's certificate of
incorporation to increase the number of authorized shares of Harrah's common stock and unanimously recommends that Harrah's
stockholders vote “FOR” approval of the amendment to Harrah's certificate of incorporation.

If this proposal is approved by Harrah's stockholders, the authorized number of shares of Harrah’s common stock will increase from
360,000,000 to 720,000,000. Harrah' s intends to file the amendment to Harrah' s certificate of incorporation to increase the number of
authorized shares of Harrah’ s common stock immediately prior to the completion of the merger. The form of the certificate of
amendment to Harrah's certificate of incorporation is attached as AnnexD to thisjoint proxy statement/ prospectus. Harrah' s reserves
the right to abandon or modify, upon approval of the Harrah’ s board of directors, the proposed amendment to Harrah's certificate of
incorporation to increase the number of authorized shares of Harrah’s common stock at any time prior to the filing of the amendment
with the Secretary of State of the State of Delaware, including after approval of the stockholders has been obtained.
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could include the offer of sharesfor cash, acquisitions, financings, mergers, stock splits, stock dividends, employee benefit programs
and other general corporate purposes. No further action or authorization by Harrah's stockholders would be necessary prior to the
issuance of additional shares of common stock, unless required by applicable law or regulation.

Harrah’ s stockholders are voting on each proposal separately. The vote of Harrah's stockholder on one proposal has no bearing on
the other proposal, or on any other matter that may come before the Harrah' s special mesting.

Record Date; Outstanding Shares; Shares Entitled to Vote

Only holders of record of Harrah's common stock at the close of business on the record date, January18, 2005, are entitled to notice of
and to vote at the Harrah's special meeting. As of the Harrah' s record date, there were 113,437,206shares of Harrah’ s common stock
outstanding and entitled to vote at the special meeting, held by approximately 8,356 holders of record. Each holder of Harrah’s common
stock is entitled to one vote for each share of Harrah's common stock owned as of the Harrah' s record date.

A list of Harrah's stockholders will be available for review at the special meeting and at the executive offices of Harrah's during regular
business hours for a period of ten days before the special meeting.

Quorum and Vote Required

A quorum of stockholdersis necessary to hold avalid special meeting. The required quorum for the transaction of business at the
special meeting is amajority of the outstanding shares of Harrah's common stock entitled to vote and present, whether in person or by
proxy, at the Harrah's special meeting. All shares of Harrah’s common stock represented at the Harrah' s special meeting, including
abstentions and “broker non-votes” will be treated as shares that are present and entitled to vote for purposes of determining the
presence of a quorum. “Broker non-votes’ are shares held by a broker or other nominee that are represented at the meeting, but with
respect to which such broker or nominee is not instructed by the beneficial owner of such sharesto vote on the particular proposal
and the broker does not have discretionary voting power on such proposal.

Proposal1

In accordance with NY SE listing requirements, the approval of the issuance of shares of Harrah’s common stock pursuant to the
merger agreement requires the affirmative vote of the holders of amgjority of shares of Harrah's common stock cast on such proposal,
in person or by proxy, provided that the total vote cast on the proposal represents over 50% of the outstanding shares of Harrah's
common stock entitled to vote on the proposal. Votes “for,” votes “against” and abstentions count as votes cast, while broker
non-votes do not count as votes cast. All outstanding shares of Harrah's common stock, including broker non-votes, count as shares
entitled to vote. Thus, the total sum of votes “for,” plus votes “against,” plus abstentions, which isreferred to asthe “NY SE
VotesCast,” must be greater than 50% of the total outstanding shares of Harrah’s common stock. Once satisfied, the number of votes
“for” the proposal must be greater than 50% of NY SE VotesCast. It is expected that brokers and other nominees will not have
discretionary voting authority on this proposal and thus broker non-votes will result from this proposal. Broker non-votes could have
anegative effect on Harrah’s ability to obtain the necessary number of NY SE VotesCast. Abstentions will have the same effect asa
vote against the proposal.

Proposal 2

In accordance with the requirements of DGCL, the approval of the amendment to Harrah's certificate of incorporation to increase the
number of authorized shares of its common stock requires the affirmative vote of the holders of a majority of the outstanding shares of
Harrah's common stock entitled to vote on the proposal. For this proposal, abstentions will have the same effect as a vote against the
proposal. It is expected that brokers and other nominees will have discretionary voting authority on this proposal and thus broker
non-votes will not result from this proposal.
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Voting by Harrah’s Director sand Executive Officers

As of the Harrah' s record date for the special meeting, the directors and executive officers of Harrah's as a group beneficially owned
and were entitled to vote approximately 3,424,008shares of Harrah’s common stock, or approximately 3.0% of the outstanding shares of
Harrah’s common stock on that date.

Voting; Proxies, Revocation

Y ou may vote by proxy or in person at the Harrah's special meeting. Votes cast by proxy or in person at the Harrah's special meeting
will be tabulated and certified by Harrah' s transfer agent, The Bank of New Y ork.

Voting in Person

If you plan to attend the Harrah's special meeting and wish to vote in person, you will be given aballot at the special meeting. Please
note, however, that if your shares are held in “ street name,” which means your shares are held of record by a broker, bank or other
nominee, and you wish to vote at the Harrah’ s special meeting, you must bring to the special meeting a proxy from the record holder of
the shares authorizing you to vote at the Harrah' s special meeting.

Voting by Proxy

Your voteis very important. Accordingly, please complete, sign and return the enclosed proxy card whether or not you plan to attend
the Harrah' s special meeting in person. Y ou should vote your proxy even if you plan to attend the Harrah' s special meeting. Y ou can
always change your vote at the special meeting. Voting instructions are included on your proxy card. If you properly give your proxy
and submit it to Harrah’ s in time to vote, one of the individuals named as your proxy will vote your shares as you have directed. A
proxy card is enclosed for your use.

The method of voting by proxy differsfor shares held as arecord holder and shares held in “street name.” If you hold your shares of
Harrah’s common stock as arecord holder or as a participant in Harrah's Company Stock Fund of the Harrah's Savings and Retirement
Plan, you may vote by completing, dating and signing the enclosed proxy card and promptly returning it in the enclosed,
pre-addressed, postage-paid envelope or otherwise mailing it to Harrah's, or by submitting a proxy over the Internet or by telephone
by following the instructions on the enclosed proxy card. If you hold your shares of Harrah’s common stock in street name, which
means your shares are held of record by a broker, bank or nominee, you will receive instructions from your broker, bank or other
nominee that you must follow in order to vote your shares. Y our broker, bank or nominee may allow you to deliver your voting
instructions over the Internet or by telephone. Please see the voting instructions from your broker, bank or nominee that accompany
thisjoint proxy statement/ prospectus.

All properly signed proxiesthat are received prior to the special meeting and that are not revoked will be voted at the special meeting
according to the instructions indicated on the proxies or, if no direction isindicated, they will be voted “ FOR” approval of the
issuance of shares of Harrah's common stock pursuant to the merger agreement and “FOR” approval of the amendment to Harrah's
certificate of incorporation to increase the number of authorized shares of Harrah’s common stock.

As of January18, 2005, there were approximately 2,836,560shares of Harrah's common stock held by employees of Harrah's through
the Harrah' s Savings and Retirement Plan. Each share of Harrah's common stock held by this plan will be voted by the trustee of the
plan in accordance with the instructions it receives from the respective plan participant. Shares of Harrah’s common stock for which
the trustee has not received instructions from the respective plan participant, or for which the plan participant has revoked its proxy
before the special meeting, will be considered unvoted. All unvoted shares of common stock in the plan will be voted at the special
meeting by the trustee as instructed by the investment committee under the plan or by a delegated member of such committee.

40

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

Revocation of Proxy

Y ou may revoke your proxy at any time before your proxy isvoted at the Harrah's special meeting by taking any of the following
actions:

«delivering to the Corporate Secretary of Harrah's a signed written notice of revocation, bearing a date later than the date of the
proxy, stating that the proxy is revoked;
«signing and delivering a new proxy, relating to the same shares and bearing a later date;

«submitting another proxy by telephone or on the Internet (your latest telephone or Internet voting instructions are followed);or

attending the Harrah' s special meeting and voting in person, although attendance at the special meeting will not, by itself,
revoke aproxy.

If your shares are held in “street name,” you may change your vote by submitting new voting instructions to your broker, bank or
other nominee. Y ou must contact your broker, bank or other nominee to find out how to do so.

Written notices of revocation and other communications with respect to the revocation of Harrah's proxies should be addressed to:

Harrah's Entertainment, Inc.
One Harrah’'s Court

Las Vegas, Nevada 89119
Attn: Corporate Secretary

Abstentions and Broker Non-Votes

For Proposall, abstentions will have the same effect as voting against approval of the issuance of shares of Harrah's common stock
pursuant to the merger agreement and broker non-votes could have a negative effect on Harrah's ability to obtain the necessary
number of NY SE VotesCast.

For Proposal 2, abstentions will have the same effect as voting against approval of the amendment to Harrah's certificate of
incorporation to increase the authorized number of shares of Harrah’s common stock.

Under the listing requirements of the NY SE, brokers who hold shares of Harrah’s common stock in “ street name” for a beneficia
owner of those shares typically have the authority to vote in their discretion on “routine” proposals when they have not received
instructions from beneficial owners. However, brokers are not allowed to exercise their voting discretion with respect to the approval of
matters which the NY SE determines to be “non-routine,” such as approval of the issuance of shares of Harrah's common stock
pursuant to the merger agreement, without specific instructions from the beneficial owner. These non-voted shares are referred to as
“broker non-votes.” If your broker holds your Harrah's common stock in “ street name,” your broker will vote your shares only if you
provide instructions on how to vote by filling out the voter instruction form sent to you by your broker with thisjoint proxy statement/
prospectus.

Proxy Solicitation
Harrah'sis soliciting proxies for the Harrah's special meeting from Harrah's stockholders. Harrah'swill bear the entire cost of
soliciting proxies from Harrah' s stockholders, except that Harrah' s and Caesars have each agreed to share equally all expenses incurred

in connection with the filing with the SEC of the registration statement of which thisjoint proxy statement/ prospectus forms a part,
and the printing and mailing of thisjoint proxy statement/ prospectus and related proxy materials. In addition to the solicitation of
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of Harrah's common stock held by them and secure their voting instructions, if necessary. Harrah’s will reimburse those record holders
for their reasonable expenses. Harrah' s has al so made arrangements with D.F. King Co., Inc. to assist it in soliciting proxies, and has
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agreed to pay afee of approximately $15,000 plus expenses for those services. Harrah's also may use several of itsregular employees,
who will not be specially compensated, to solicit proxies from Harrah's stockholders, either personally or by telephone, Internet,
telegram, facsimile or specia delivery |etter.

Other Business, Adjournments

Harrah's does not expect that any matter other than the proposal's presented in this joint proxy statement/ prospectus will be brought
before the Harrah' s special meeting. However, if other matters incident to the conduct of the special meeting are properly presented at
the special meeting or any adjournment or postponement of the special meeting, the persons named as proxies will vote in accordance
with their best judgment with respect to those matters.

Adjournments may be made for the purpose of, among other things, soliciting additional proxies. An adjournment may be made from
timeto time by approval of the holders of shares representing a majority of the votes present in person or by proxy at the special
meeting, whether or not a quorum exists, without further notice other than by an announcement made at the special meeting. Harrah's
does not currently intend to seek an adjournment of the Harrah's special meeting.

Assistance

If you need assistance in completing your proxy card or have questions regarding the Harrah' s special meeting, please contact
Harrah's Investor Relations at (702)407-6000 or investors@harrahs.com or write to Harrah' s Entertainment, Inc., One Harrah's Court,
LasVegas, Nevada 89119, Attn: Investor Relations, or contact D.F. King Co., Inc. toll-free at (800) 829-6551 or write to D.F. King Co.,
Inc., 48 Wall Street, New Y ork, New Y ork 10005.
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THE CAESARSSPECIAL MEETING

General

Thisjoint proxy statement/ prospectusis being provided to Caesars stockholders as part of a solicitation of proxies by the Caesars
board of directorsfor use at a special meeting of Caesars stockholders. Thisjoint proxy statement/ prospectus provides Caesars
stockholders with the information they need to know to be able to vote or instruct their vote to be cast at the special meeting of
Caesars stockholders.

Date, Time, Place and Purpose of the Caesar s Special M eeting

The special meeting of Caesars stockholderswill be held on March11, 2005 at 8:00a.m., local time, at Caesars Palace, 3570Las Vegas
Boulevard South, Las Vegas, Nevada.

The Caesars special meeting is being held for the following purposes:

0 consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger, dated as of July14, 2004, by and
among Harrah's Entertainment, Inc., Harrah's Operating Company, Inc., awholly- owned subsidiary of Harrah's and Caesars
Entertainment, Inc., and the transactions contemplated by the merger agreement, including the merger. If the merger agreement is
approved and the merger and the transactions contemplated by the merger agreement are completed, then each outstanding
share of Caesars common stock would be converted, at the stockholder’s election, into $17.75 in cash or 0.3247 of a share of
Harrah's common stock, subject to proration and adjustment;and

0 transact any other business within the preceding purpose as may properly come before the special meeting or any
adjournments or postponements of the special meeting.

Recommendation of the CaesarsBoard of Directors

As discussed elsewherein thisjoint proxy statement/ prospectus, Caesars stockholders are considering and voting to approve and
adopt the merger agreement and the transactions contemplated by the merger agreement, including the merger. For the reasons
described in thisjoint proxy statement/ prospectus, the Caesars board of directors has unanimously approved the merger agreement
and the transactions contemplated by the merger agreement, including the merger, and has determined that the merger is advisable, fair
to and in the best interests of Caesars and its stockholders. Accordingly, the Caesars board of directors unanimously recommends that
Caesars stockholders vote “FOR” approval and adoption of the merger agreement and the transactions contemplated by the merger
agreement, including the merger. See“ The Merger— Recommendation of the Caesars Board of Directors and Its Reasons for the
Merger” on page56. Approval and adoption of the merger agreement and the transactions contemplated by the merger agreement,
including the merger, requires the affirmative vote of amajority of al the votes entitled to be cast on the merger agreement.

Caesars Record Date; Outstanding Shares; Shares Entitled to Vote

Only holders of record of Caesars common stock at the close of business on the Caesars record date, January18, 2005, are entitled to
notice of and to vote at the Caesars special meeting. As of the Caesars record date, there were 314,021,584shares of Caesars common
stock outstanding and entitled to vote at the special meeting, held by approximately 9,492 holders of record. Each holder of Caesars
common stock is entitled to one vote for each share of Caesars common stock owned as of the Caesars record date.

A complete list of Caesars stockholders entitled to vote at the Caesars special meeting will be available for inspection both at Caesars

Palace and at the executive offices of Caesars during regular business hours for a period of no less than ten days before the special
meeting.
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Quorum

A quorum of stockholdersis necessary to hold avalid special meeting of Caesars. The required quorum for the transaction of
business at the special meeting is a mgjority of the outstanding shares of Caesars common stock entitled to vote and present at the
special meeting, whether in person or by proxy. All shares of Caesars common stock represented at the Caesars special meeting,
including abstentions and “broker non-votes’ will be treated as shares that are present and entitled to vote for purposes of
determining the presence of a quorum. “Broker non-votes’ are shares held by a broker or other nominee that are represented at the
meeting, but with respect to which such broker or nominee is not instructed by the beneficial owner of such sharesto vote on the
particular proposal and the broker does not have discretionary voting power on such proposal.

Vote Required

The approval and adoption of the merger agreement and the transactions contemplated by the merger agreement, including the
merger, will require the affirmative vote of amgjority of the votes that holders of the outstanding shares of Caesars common stock are
entitled to cast at the Caesars special meeting.

It is expected that brokers and other nominees in the absence of instructions from the beneficial owners of the shares will not have
discretionary voting authority to vote those shares on the merger agreement and the transactions contemplated by the merger
agreement, including the merger. Because approva and adoption of the merger agreement and the transactions contemplated by the
merger agreement, including the merger, requires the affirmative vote of a specified percentage of outstanding shares of Caesars
common stock, abstaining, not voting on the proposal, or failing to instruct your broker on how to vote shares of Caesars common
stock held for you by the broker, will have the same effect as a vote against the merger agreement and the transactions contempl ated
by the merger agreement, including the merger.

Voting by Caesar s Directorsand Executive Officers

As of the Caesars record date for the Caesars special meeting, the directors and executive officers of Caesars as a group beneficially
owned and were entitled to vote approximately 27,089,581shares of Caesars common stock, or approximately 8.6% of the outstanding
shares of Caesars common stock on that date.

Voting; Proxies, Revocation

Y ou may vote by proxy or in person at the Caesars special meeting. VVotes cast by proxy or in person at the Caesars special meeting
will be tabulated and certified by Caesars' transfer agent, Wells Fargo Shareowner Services.

Voting by Proxy

A proxy card is enclosed for your use. Voting instructions are included on your proxy card. Stockholders of record may vote by either
completing and returning the enclosed proxy card prior to the Caesars special meeting, voting through the Internet or by telephone,
voting in person at the Caesars special meeting or submitting a signed proxy card at the Caesars special meeting. If you properly give
your proxy and submit it to Caesarsin time to vote, one of the individuals named as your proxy will vote your shares as you have
directed.

Voting in Person

If you plan to attend the Caesars special meeting and wish to vote in person, you will be given aballot at the Caesars special meeting.
Please note, however, that if your shares are held in “street name,” which means your shares are held of record by a broker, bank or
other nominee, and you wish to vote at
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the Caesars special meeting, you must bring to the Caesars specia meeting a proxy from the record holder of the shares authorizing
you to vote at the Caesars special meeting.

Y ou should vote your proxy even if you plan to attend the Caesars special meeting. Y ou can always change your vote at the Caesars
specia meeting.

Your voteisimportant. Accordingly, please sign and return the enclosed proxy card whether or not you plan to attend the Caesars
special meeting in person.

The method of voting by proxy differs for shares held as arecord holder and shares held in “street name.” If you hold your shares of
Caesars common stock as arecord holder or as a participant in Caesars' Employee Stock Purchase Plan, you may vote by completing,
dating and signing the enclosed proxy card and promptly returning it in the enclosed, pre-addressed, postage-paid envelope or
otherwise mailing it to Caesars, or by submitting a proxy over the Internet or by telephone by following the instructions on the
enclosed proxy card. If you hold your shares of Caesars common stock in “ street name,” which means your shares are held of record
by abroker, bank or nominee, you will receive instructions from your broker, bank or other nominee that you must follow in order to
vote your shares. Y our broker, bank or nominee may allow you to deliver your voting instructions over the Internet or by telephone.
Please see the voting instructions from your broker, bank or nominee that accompany this joint proxy statement/ prospectus.

All properly signed proxiesthat are received prior to the Caesars special meeting and that are not revoked will be voted at the special
meeting according to the instructions indicated on the proxies or, if no direction isindicated, “ FOR” approval and adoption of the
merger agreement and transactions contemplated by the merger agreement, including the merger.

Revocation of Proxies

Y ou may revoke your proxy at any time before your proxy is voted at the Caesars special meeting by taking any of the following
actions:

«delivering to the Secretary of Caesars a signed written notice of revocation bearing a date later than the date of the proxy, stating
that the proxy is revoked;
«signing and delivering a new proxy, relating to the same shares and bearing a later date;

«submitting another proxy by telephone or on the Internet (your latest telephone or Internet voting instructions are followed);or

«f you are a holder of record, attending the Caesars special meeting and voting in person, although attendance at the special
meeting will not, by itself, revoke a proxy.

If your shares are held in “street name,” you may change your vote by submitting new voting instructions to your broker, bank or
other nominee. Y ou must contact your broker, bank or other nominee to find out how to do so.

Written notices of revocation and other communications with respect to the revocation of Caesars proxies should be addressed to:
Caesars Entertainment, Inc., 3930 Howard Hughes Parkway, Las Vegas, Nevada 89109, Attn: Secretary.

Proxy Salicitation

Caesarsis soliciting proxies for the Caesars specia meeting from Caesars stockholders. Caesars will bear the entire cost of soliciting
proxies from Caesars stockholders, except that Caesars and Harrah's have each agreed to share equally all expensesincurred in
connection with the filing of the registration statement of which thisjoint proxy statement/ prospectus forms a part with the SEC and
the printing and mailing of thisjoint proxy statement/ prospectus and related proxy materials. In addition to the solicitation of proxies
by mail, Caesars will request that brokers, banks and other nominees send proxies and proxy materials to the beneficial owners of
Caesars common stock held by them and secure their voting
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instructions, if necessary. Caesars will reimburse those record holders for their reasonable expensesin so doing. Caesars has also
made arrangements with Innisfree MA Incorporated to assist it in soliciting proxies, and has agreed to pay afee of approximately
$20,000 plus expenses for those services. Caesars also may use severa of its regular employees, who will not be specialy
compensated, to solicit proxies from Caesars stockholders, either personally or by telephone, Internet, telegram, facsimile or specia
ddivery letter.

Other Business

Caesars does not expect that any matter other than the proposals presented in this joint proxy statement/ prospectus will be brought
before the Caesars special meeting. However, if other matters incident to the conduct of the special meeting are properly presented at
the special meeting or any adjournment or postponement of the special meeting, the persons named as proxies will vote in accordance
with their best judgment with respect to those matters.

Assistance

If you need assistance in completing your proxy card or have questions regarding the Caesars special meeting, please contact
Caesars Secretary at (702) 699-5000 or write to Caesars Entertainment, Inc., 3930 Howard Hughes Parkway, Las Vegas, Nevada 89109,
Attn: Secretary, or contact Innisfree MA Incorporated toll-free at (877)750-5837 (from the United States and Canada), collect at
(646)822-7404 (from other locations), or collect for banks and brokers at (212)750-5833 or write to Innisfree MA Incorporated, 501
Madison Avenue, 20th Floor, New Y ork, NewY ork10022.
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THEMERGER

The following is a description of the material aspects of the merger. While we believe that the following description coversthe
material terms of the merger, the description may not contain all of the information that is important to you. We encourage you to
read carefully this entire joint proxy statement/ prospectus, including the merger agreement attached to this joint proxy statement/
prospectus as AnnexA, for a more complete under standing of the merger.

General

Each of the Harrah's and Caesars board of directors has unanimously approved the merger agreement and the transactions
contemplated by the merger agreement, including the merger. Upon the completion of the merger, Caesars will be merged with Harrah's
Operating Company, the separate corporate existence of Caesars will cease, and Harrah' s Operating Company will survive asthe
surviving entity. Caesars stockholders will receive, at each of their election but subject to certain pro rata adjustments, the right to
receive either 0.3247 of a share of Harrah's common stock or $17.75 in cash for each share of Caesars common stock that they own,
upon the terms and subject to adjustment as provided in the merger agreement and further described below under “The Merger
Agreement— Merger Consideration” on page96.

Background of the Merger

The management and boards of directors of each of Harrah's and Caesars continually review their company’ s respective position in
light of the changing competitive environment of the gaming industry with the objective of determining what strategic aternatives are
available to enhance stockholder value. While each of the companies believes that it has positive future prospects on a stand-alone
basis, from time to time, the management of each of Harrah's and Caesars has had conversations with other companiesto explore
opportunities to improve the competitive position of Harrah's or Caesars, respectively, including potential acquisitions or dispositions
of assets, joint ventures or other strategic transactions. As part of this review process, Harrah’s management and board of directors
have periodically considered a number of potential acquisition and development opportunities, including a merger with Caesars.

Asapart of Harrah's growth strategy and to further enhance its geographic distribution, strengthen its access to valued customers
and build upon its technological and centralized services infrastructure, in the past seven years, Harrah's has acquired six casino
companies, including Showboat, Inc., Rio Hotel Casino, Inc., Players International, Inc., Harveys Casinos Resorts, JCC Holding
Company and Horseshoe Gaming Holding Corp. This strategy enabled Harrah’sto expand its gaming operations in the United States,
principaly in the Midwest, South and Atlantic City, to become one of the most diversified gaming companiesin the casino
entertainment industry. In recent years, Harrah's determined that it should increase focus on the Las Vegas gaming market and other
stable regulatory jurisdictions. The Las Vegas Strip, where Harrah's operates its Harrah' s Las Vegas and The Rio All-SuiteHotel
Casino, became a primary focus for Harrah's Las Vegas growth and diversification strategy.

In December 1998, Caesars became a separate and independent public company when Hilton Hotels Corporation divested its gaming
operations through a tax-free distribution of the Caesars common shares to Hilton stockholders. At the same time, Caesars acquired
the Mississippi gaming operations of Grand Casinos, Inc. through a merger. In December 1999, Caesars acquired all of the outstanding
stock of Caesars World, Inc. and interests in several other gaming entities from Starwood Hotels Resorts Worldwide, Inc. As part of its
strategy, over the last several years Caesars has undertaken to (i)promote growth through the development of new projectsin new
markets and new attractions at existing properties, with particular focus on enhancing the strength of the Caesars brand name,
(inincrease operational effectiveness through cost control and productivity enhancements and (iii)drive profitable revenue growth
through new product offerings and technological innovation.

Prior to June 2004, Mr.Stephen Bollenbach, Chairman of the board of directors of Caesars and Mr.Gary Loveman, President and Chief
Executive Officer of Harrah's, had, from time to time, engaged in preliminary discussions exploring a possible transaction involving
their respective businesses. In particular,
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in December 2003, Mr.Loveman telephonically contacted Mr.Bollenbach to arrange a meeting to discuss the possibility of a strategic
transaction between Harrah' s and Caesars. On January 6 , 2004, Mr.Loveman met with Mr.Bollenbach in Los Angeles, California, at
which meeting Messrs.Bollenbach and Loveman engaged in preliminary discussions regarding a potential combination of Harrah’s and
Caesars. No substantive discussions regarding a combination of the two companies took place following these initial contacts
between Messrs.Loveman and Bollenbach. At that time, Harrah’ swas in the process of analyzing and considering a number of
potential acquisition and development opportunities, including the acquisition of certain intellectual property assets from Horseshoe
Club Operating Company that was completed in March 2004.

On June4, 2004, MGM MIRAGE announced that it had offered to purchase Mandalay Resort Group in a cash transaction. MGM
MIRAGE and Mandalay subsequently announced that they had entered into a definitive merger agreement pursuant to which MGM
MIRAGE would acquire Mandalay in a transaction vaued at approximately $7.9hillion.

On or about June?, 2004, Mr.Bollenbach contacted representatives of UBS to discuss developmentsin the gaming industry, including
the potential impact on Caesars of the acquisition of Mandalay by MGMMIRAGE. Mr.Bollenbach requested that UBS review the
strategic aternatives available to Caesars, including the possibility of Caesars exploring a business combination transaction with third
parties and the benefits that might be realized by Caesars and its stockholders from any such transaction. During the subsequent
weeks of June 2004, Mr.Bollenbach and representatives of UBS had discussions and met regarding Caesars' strategic alternatives,
which were remaining independent or pursuing a possi ble business combination transaction with Harrah's. Consultations with UBS
continued throughout the acquisition discussions. Pursuing a business combination with Harrah’s was eventually deemed to be a
superior aternative for the reasons set forth in the section entitled “ Recommendation of the Caesars Board of Directors and its
Reasons for the Merger” beginning on pages6.

Also on or about June7, 2004, Messrs.Bollenbach and L oveman had a telephonic conversation in which they discussed whether
Harrah's and Caesars should renew discussions regarding a potential combination of Harrah's and Caesars, including a discussion of
amerger of equals transaction. At thistime, Harrah's management and board of directors were in the process of considering other
potential acquisition and development opportunities that would enhance Harrah' s geographic distribution and exposure to stable
regulatory markets.

On Junel0, 2004, Mr.Loveman met with representatives of Deutsche Bank to discuss potential acquisition prospects, including an
acquisition of Caesars. Between Junel0 and June30, 2004, Harrah’ s management and representatives of Deutsche Bank met several
times to review issues regarding a potential acquisition of Caesars, including the potential advantages and disadvantages of a
transaction, pro forma financial information, valuation, potential acquisition structures and a comparison of a potential acquisition of
Caesars with other acquisition opportunities. The comparison of acquisition opportunitiesincluded reviews of companies, assets and
development opportunities in the gaming industry. Consultations with Deutsche Bank continued throughout the acquisition
discussions. Pursuing the acquisition of Caesars was eventually deemed to be a superior aternative for the reasons set forth in the
section entitled “Recommendation of the Harrah's Board of Directors and its Reasons for the Merger” beginning on pageb4.

On June29, 2004, Mr.Bollenbach contacted Mr.Loveman to inquire asto Harrah' s interest in exploring a possible business
combination transaction pursuant to which Harrah's and Caesars would combine in a transaction that would provide Caesars
stockholders with a premium of approximately 25%. Mr.Bollenbach determined that a 25% premium was an appropriate figure to
commence price discussions given Harrah's initial preference for atransaction with no premium versus Caesars desire for a
transaction with a premium. In that conversation, Mr.Loveman indicated to Mr.Bollenbach that Harrah’swould be interested in
exploring a potential business combination transaction with Caesars in which the consideration to Caesars stockholders would consist
of amix of Harrah’s common stock and cash. Mr.Loveman explained that it was extremely important to Harrah' s that the consideration
paid to Caesars stockholders by Harrah’'s be amix of cash and stock, because the cash would help Harrah's mitigate the
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pro forma earnings dilution of a potential transaction. However, Mr.Loveman also explained that Harrah's was prepared only to include
such amount of cash in the merger consideration as would permit Harrah's to maintain an investment-grade credit rating.
Mr.Bollenbach agreed that it was important to the combined company to keep the cash portion of the merger consideration at alevel
that would permit Harrah' s to maintain an investment-grade credit rating. Mr.Loveman and Mr.Bollenbach agreed to have
representatives of Deutsche Bank and UBS discuss further specifics of the potential business combination transaction.

Subsequently, representatives of Deutsche Bank and UBS had several discussions relating to possible transaction terms. At
Mr.Bollenbach’s direction, representatives of UBS urged representatives of Deutsche Bank to request that Harrah's submit a specific
transaction proposal for Caesars to consider.

On July2, 2004, representatives of Deutsche Bank conveyed to representatives of UBS that Harrah's was prepared to consider a
transaction that would provide Caesars stockholders with atotal consideration of $17.25per share based on the closing price of $54.65
of Harrah’s shares on July1, 2004. Such merger consideration included $8.63 in cash and a fixed number of 0.1578shares of Harrah's
common stock and represented a 16.8% premium over the $14.77 closing price of Caesars common stock on Julyl, 2004.

Representatives of UBS discussed the Harrah' s proposal with Mr.Bollenbach. On July3, 2004, Mr.Bollenbach conveyed to
Mr.Loveman that the total merger consideration should represent a premium of at least 25%. Mr.Bollenbach also conveyed to
Mr.Loveman that Harrah' s would need to assure Caesars that the regulatory risks of the transaction were manageable as
Mr.Bollenbach believed that certainty of closing, which he believed would be significantly impacted by any regulatory risks, was a
significant consideration, especially in light of press reports that initial negotiations between MGM MIRAGE and Mandalay had
terminated because of the early failure of those companies to agree on the treatment of regulatory risks. In addition, representatives of
UBS conveyed Mr.Bollenbach’ s position that the value of the stock portion, and not the number of shares, should be fixed.

On or about July5, 2004, representatives of Deutsche Bank conveyed to representatives of UBS that Harrah’s was willing to consider a
transaction that would provide Caesars stockholders with atotal consideration of $17.50 per share based on the closing price of
Harrah's shares on July1, 2004. Such merger consideration included $5.96 in cash and a fixed number of 0.2112shares of Harrah's
common stock and represented a 18.5% premium over the closing price of Caesars common stock on July1, 2004.

Representatives of Deutsche Bank indicated that Harrah's was not willing to fix the value of the stock consideration because that
would effectively cause Harrah's to solely bear the risk of movementsin the stock price. Representatives of Deutsche Bank further
noted that Harrah' s was prepared to provide 34% of the merger consideration in cash and that the Caesars stockholders would be
provided downside protection through the amount of cash being provided. Representatives of Deutsche Bank also explained that the
cash consideration for each outstanding share of Caesars had been reduced from $8.63 to $5.96 because of concerns regarding
Harrah's ability to retain investment-grade credit ratings at the higher cash level.

Following discussions with Mr.Bollenbach, representatives of UBS responded to representatives of Deutsche Bank that the value of
the consideration should be higher and that the value of the stock portion of the consideration should be fixed within a collar before
Mr.Bollenbach would present Harrah' s proposal to the Caesars board of directors.

On July6, 2004, representatives of Deutsche Bank conveyed to representatives of UBS that Harrah’s was willing to consider a
transaction that would provide Caesars stockholders with atotal consideration of $17.75per share based on the closing stock price of
Harrah's stock on July1, 2004, comprised of theright of Caesars' stockholdersto elect either $17.75 in cash or 0.3247 of a share of
Harrah's common stock for each share of Caesars common stock beneficially held, subject to proration to reflect the aggregate amount
of cash to be paid and stock to be issued in the transaction. The proposed consideration represented a 20.1% premium over the $14.77
closing price of Caesars common stock on Julyl, 2004. Representatives of Deutsche Bank reaffirmed that Harrah' s was not willing to
consider fixing the value of the stock portion of the consideration, even within a collar. Following this discussion, Mr.Bollenbach
called Mr.Loveman and discussed representation for the Caesars stockholders on Harrah's board of directors by appointing certain
members of the Caesars board of directors to the Harrah's board of directors upon the completion of the
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merger. In this discussion, Mr.Bollenbach stated that he intended to present the terms of the potential combination to Caesars board of
directorsin atelephonic board meeting to be scheduled for July8, 2004.

It was agreed and understood by Messrs.Bollenbach and L oveman and representatives of Deutsche Bank and UBS that the
discussions regarding a potential transaction were at all times subject to, among other things, satisfactory completion of due diligence,
review and approval by the respective board of directors of Harrah's and Caesars and satisfactory negotiation of other terms of the
proposed transaction and definitive transaction agreements. In connection with these discussions, including the discussions
Mr.Bollenbach had with representatives of UBS since early June 2004, Mr.Bollenbach from time to time consulted with several
members of Caesars' board of directors, and kept them updated on the status of the preliminary discussions with Harrah's.

On July7, 2004, Mr.Bollenbach separately informed the members of Caesars' board of directors by tel ephone of the recent
developments with Harrah' s and the status of the preliminary discussions regarding a possible business combination transaction with
Harrah's, and requested that a special board meeting of Caesars' board of directors be held the following day.

On July8, 2004, Caesars' board of directors held a specia tel ephonic meeting, at which representatives of Caesars' legal and financial
advisors were present, to discuss the possible business combination transaction. At the meeting:

‘Mr.Bollenbach outlined the proposed preliminary terms of the possible business combination transaction, including the
proposed price, the premium it represented over recent trading prices and the ability of stockholders to elect to receive cash or
stock in the possible business combination transaction, subject to proration;

representatives of Skadden, Arps, Slate, Meagher Flom LLP, Caesars lega advisors, and Caesars' management reviewed a
number of considerations with respect to the transaction, including regulatory and antitrust considerations, timing, process, due
diligence, fiduciary duties of directors, confidentiality and the impact of atransaction on Caesars' operations and devel opment
projects,and

«¢the board, along with Caesars’ management and legal and financial advisors, discussed the possible business combination
transaction.

At the conclusion of the July8, 2004 meeting, Caesars' board of directors authorized Mr.Bollenbach and Caesars management to
continue to explore the possible business combination transaction and to enter into more advanced negotiations with Harrah's, to
enter into a confidentiality agreement with Harrah’s and to exchange confidential information with Harrah's and its advisors.

Harrah's and Caesars executed a mutual confidentiality agreement on July9, 2004. Upon entering into such agreement, each company
began conducting detailed financial, business, operational and legal due diligence on the other company. As part of the due diligence
investigation, representatives of Harrah's and Caesars management and representatives of Harrah's and Caesars' financial advisors
and Latham Watkins LLP, Harrah'slegal counsel, met at the Costa Mesa, California office of Latham Watkins LLP on July9, 2004, to
discuss due diligence of the companies. Harrah’s had begun preliminary financial, business, operational and legal due diligence on
Caesars based on publicly available information in early June2004.

Harrah's and Caesars each made available to the other party legal and business due diligence materials beginning on July9, 2004. From
July 9 through July14, 2004, the parties, with assistance from their financial and legal advisors, reviewed these materials and publicly
available information, conducted on-site due diligence and engaged in diligence discussions regarding their respective businesses
with Harrah’s and Caesars' senior management.

Between July3 and July9, 2004, Mr.Loveman separately informed the members of Harrah's board of directors by telephone of the
recent devel opments with Caesars and the status of the preliminary
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discussions regarding a possible business combination transaction, and requested that a specia board meeting of Harrah's board of
directors be held on July10, 2004.

Harrah' s board of directors held a specia tel ephonic meeting on July10, 2004 during which it was briefed by management on the status
of discussions between Harrah’s and Caesars and reviewed the possible transaction. Prior to the meeting, the board was provided with
materials regarding the possible transaction, including information relating to Caesars' operations and certain financial analyses
relating to the potential transaction. At the meeting:

representatives of Latham Watkins LLP reviewed legal matters, including the proposed initial terms and structure of the merger,
preliminary results of the due diligence review of Caesars, the timing and related procedural steps of the proposed merger and
certain regulatory and antitrust matters, and advised the board regarding its fiduciary duties when considering an acquisition of
Caesars,

‘Harrah’ s management made a presentation regarding the proposal to acquire Caesars, including areview of the business,
financial condition and prospects of the companies, the strategic rationale for the proposed acquisition, the material terms of the
proposed acquisition, certain social issues of the proposed merger (including the composition of the board of directors of the
combined company), advantages and disadvantages of the proposed acquisition, preliminary results of Harrah's due diligence
review of Caesars and other strategic alternatives available to Harrah' s;and

representatives of Deutsche Bank made a presentation summarizing certain preliminary financial analyses regarding the
proposed acquisition.

At the conclusion of the July10, 2004 meeting, the Harrah’ s board of directors authorized Harrah’ s management to continue due
diligence review of Caesars and discussions with Caesars regarding a possible transaction.

Despite the lack of agreement regarding significant terms of a possible transaction, Latham Watkins LLP delivered to Caesars and
Skadden Arps a proposed form of merger agreement between Harrah's and Caesars on July10, 2004, in order to begin negotiating
ancillary terms of a possible transaction. Latham Watkins LLP also delivered to Caesars and Skadden Arps a proposed form of voting
agreement between Harrah's and certain officers and directors of Caesars, which provided for an agreement by these stockholdersto
votein favor of the proposed transaction and against alternative transactions. The parties later decided voting agreements would not
be executed in connection with the proposed transaction.

From July10 through July14, 2004, representatives and legal advisors of Harrah's and Caesars engaged in extensive negotiations
regarding the terms of the merger agreement. The negotiations focused on, among other things, the possible efforts that Harrah's
would need to undertake in order to obtain antitrust and regulatory approvals, the operations of the companies during the period from
the signing of the merger agreement to the completion of the merger and the ability of the Caesars board to exerciseits “fiduciary out”
to accept a competing proposal that might arise after the announcement of the transaction with Harrah's. In addition, during this
period, Harrah's and Caesars and their respective legal and financial advisors continued due diligence.

Harrah' s board of directors held a meeting in Memphis, Tennessee on July12, 2004, at which they extensively reviewed the proposed

transaction. Prior to the meeting, the board was provided a summary of the proposed merger agreement, a draft of the merger

agreement, the preliminary financial analyses of Deutsche Bank and a management presentation regarding the proposed acquisition of
Caesars. At the meeting:

crepresentatives of Latham Watkins LLP reviewed the fiduciary duties of the board when considering the proposed acquisition;

‘Harrah’s management reviewed the strategic rationale for, and potential benefits and risks of, the proposed transaction, as well
as possible strategic alternatives to the acquisition of Caesars;
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Harrah’ s management responded to issues raised by the board at the July10, 2004 meeting, including potential antitrust and
regulatory issues raised by Harrah's acquisition of Caesars, potential synergies of the transaction and management’ s due
diligence review of Caesars,

representatives of Latham Watkins LLP reviewed the status of the negotiations of the proposed transaction and further
developments since the July10, 2004 meeting, reviewed the proposed terms of, and open issues under, the merger agreement,
reported on the results of the due diligence review of Caesars since the July10, 2004 board meeting, and also made presentations
with respect to anumber of matters relating to the transaction, including employee benefits, regulatory and antitrust
considerations implicated by the proposed transaction and other matters;and

representatives of Deutsche Bank made a presentation of Deutsche Bank’ s preliminary financial analyses relating to the
proposed transaction.

At the conclusion of the July12, 2004 meeting, and after extensive discussion, Harrah' s board of directors authorized Harrah's
management to continue discussions with Caesars regarding a possible transaction.

On July12, 2004, Caesars board of directors held a special meeting at the offices of Skadden Arpsin New Y ork, New Y ork, at which
the board was updated on the status of discussions with Harrah's and extensively reviewed the proposed transaction. Prior to this
meeting, the board was provided with materials, including preliminary financial analyses prepared by UBS, a presentation by Caesars
management, and various presentations by Skadden Arps relating to a number of aspects of the proposed transaction. At the meeting:

representatives of Skadden Arps reviewed with the board its fiduciary duties when considering the proposed transaction and
reviewed various legal aspects of the proposed transaction;
«Caesars' regulatory counsel made a presentation regarding gaming and regulatory matters implicated by the potential transaction
and representatives of Skadden Arps made a presentation regarding antitrust matters implicated by the potential transaction;
«Caesars’ management made presentations and responded to questions concerning the financial terms of the potential business
combination with Harrah’ s and reviewed and discussed with the board the strategic rationale for, and the potential benefits and
risks of, the proposed business combination transaction;
representatives of Skadden Arps reviewed the status of the negotiations and the terms of the draft merger agreement, the
principal outstanding open issues between the parties, the preliminary results of due diligence and the timing and related
procedural steps of the proposed merger, and al so made presentations with respect to a number of matters relating to the
transaction, including tax, employee benefits and other matters;and

representatives of UBS made a presentation concerning the financial terms of the potential business combination of Harrah's
and Caesars.

At the conclusion of the meeting, and after extensive discussion, Caesars' board of directors authorized management to continue more
advanced negotiations with Harrah's and attempt to resolve the remaining outstanding issues.

During the period between the Harrah's and Caesars' board meetings on July12, 2004 and the Harrah's and Caesars' board meetings

on July14, 2004, representatives of Harrah's and Caesars, including their respective legal and financial advisors, continued to negotiate
the remaining outstanding terms of the merger agreement.

On the morning of July14, 2004, Messrs.Loveman, Bollenbach and representatives of Latham and Watkins LL P and Skadden Arps
participated in a conference call to discuss and resolve certain outstanding issues in the merger agreement, including provisions
relating to Caesars' right to terminate the merger agreement in the event it received a superior proposal, the amount of the break-up fee
and the scope of Harrah's and Caesars' respective obligations regarding antitrust and gaming regulatory matters.
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On July14, 2004, the Harrah' s board of directors held a special telephonic meeting to consider approval of the merger agreement and
the transactions contemplated by it. At the meeting:

representatives of Latham Watkins LLP reviewed with the board its fiduciary duties when considering the acquisition of Caesars
and the proposed terms of the merger agreement, including revisions to the merger agreement since the July12, 2004 board
meeting, discussed the results of the due diligence review of Caesars, and reviewed the regulatory and antitrust approval
considerations for the proposed transaction;

Harrah's senior management updated the board on the completion of its due diligence review of Caesars and discussed with the
board positive and negative factors and risks to be considered in connection with the approval of the proposed merger;and
representatives of Deutsche Bank discussed and confirmed its financial analyses presented at the July12, 2004 meeting and
rendered the fairness opinion of Deutsche Bank discussed in “—Opinion of Harrah's Financial Advisor” on page59. Such
opinion is attached to thisjoint proxy statement/ prospectus as AnnexB.

Following a careful consideration of the proposed merger agreement, and following discussions with its financial and legal advisors,
the Harrah’ s board of directors unanimously approved the merger agreement, the proposed merger, and the issuance of sharesin the
merger and unanimously resolved to recommend that the Harrah' s stockhol ders vote to approve the issuance of shares of Harrah's
common stock in the merger.

On July14, 2004, Caesars board of directors held a special meeting at the offices of Skadden Arpsin New Y ork, New Y ork to receive
an update and to consider and, if appropriate, act on the proposed merger agreement with Harrah's. Prior to this meeting, the board
was provided with materials related to the proposed transaction, including a draft merger agreement and summary thereof and a
financial analysis prepared by UBS, aswell as other materials prepared by Skadden Arps. At the meeting:

representatives of Skadden Arps reviewed with the board its fiduciary duties when considering the proposed transaction and
reviewed the developmentsin the negotiations with Harrah's, including reviewing in detail the terms of the merger agreement and
the changes that had been effected to the merger agreement since the last board of directors meeting, and discussed the results
of the due diligence review of Harrah's;

«Caesars' management updated the board on the completion of the due diligence review of Harrah’s and discussed with the board
positive and negative factors and risks to be considered in connection with the proposed merger;

representatives of Skadden Arps and Caesars management reviewed the antitrust and regulatory approval process and
answered various questions related to antitrust and regulatory matters;and

representatives of UBS made afinancial presentation and rendered to the Caesars board its oral opinion, which was
subsequently confirmed by delivery of awritten opinion dated July14, 2004, to the effect that, as of that date, and based on and
subject to the various assumptions made, matters considered and limitations described in the opinion, the aggregate
consideration to be received in the merger by the holders of Caesars common stock was fair, from afinancial point of view, to
such holders, as discussed in “—Opinion of Caesars' Financial Advisor” on page65. Such opinion is attached to thisjoint proxy
statement/ prospectus as AnnexC.

Following a careful consideration of the proposed merger agreement, and after extensive discussion, including discussions with its
financial and legal advisors, the Caesars board of directors unanimously determined that the terms and provisions of the merger
agreement negotiated with Harrah’ s were advisable and fair to and in the best interests of Caesars stockholders, unanimously
approved the merger agreement and the transactions contemplated by the merger agreement, including the merger and unanimously
resolved to recommend that Caesars stockholders vote to approve and adopt the merger agreement and the transactions contempl ated
by the merger agreement, including the merger.
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The merger agreement was executed by the parties on the evening of July14, 2004.

Prior to the opening of trading on the New Y ork Stock Exchange on July15, 2004, Harrah's and Caesars issued ajoint press release
announcing the execution of the merger agreement.

Recommendation of theHarrah’sBoard of Directorsand Its Reasonsfor the Merger

The Harrah's board of directors believes there are substantial benefits to Harrah' s stockhol ders that can be obtained as aresult of the
merger. If thistransaction is completed, the Harrah' s board of directors believes that the acquisition of Caesars will enhance Harrah's
position as one of the largest casino operators in the world with a diversified portfolio of gaming facilities. At ameeting held on July14,
2004, the Harrah' s board of directors determined that the merger agreement and the merger are fair to, and in the best interest of,
Harrah’'s and its stockholders and declared the merger to be advisable to its stockhol ders, and approved the merger agreement and the
transactions contemplated by the merger agreement, including the merger. Therefore, the Harrah's board of directors resolved to
recommend that Harrah' s stockholders approve the issuance of shares of Harrah’s common stock to Caesars stockholders pursuant to
the merger agreement.

The Harrah's board of directors consulted with Harrah' s senior management as well asitslegal counsdl, Latham Watkins LLP, and its
financial advisor, Deutsche Bank, in reaching its decisions to approve and adopt the merger agreement and the transactions
contemplated by the merger agreement, including the merger, and recommend that Harrah' s stockholders also vote to approve the

issuance of shares of Harrah's common stock to Caesars stockholders pursuant to the merger agreement. Among the matters
considered by the Harrah' s board of directorsin its deliberations were the following material factors:

the strategic benefits of the merger, including:

«the ability to expand Harrah's product and service offerings and to diversify Harrah's portfolio of gaming facilities, including
expanding Harrah' s operationsin Las Vegas, Nevada;

«the ability of the combined company to better compete with other participants in the casino industry;

«the ability to expand Harrah's customer base and better serve its existing customers;

«the ability to establish Harrah'sin most U.S.commercial gaming markets;

«the ability to control premier gaming brands;

«access to assetsin core markets, such as Las Vegas, and new markets;

‘ncreased exposure to stable regulatory environments,;and

«the operating efficiencies, synergies and the earning power of the combined company;

the attractive financial terms of the merger in light of:

«information concerning the financial performance, financial condition, business and prospects of Harrah's and Caesars, as well
as conditionsin the gaming industry generally;

«information concerning the recent and past stock price performance of Harrah's and Caesars common stock, as well asthe views
of Wall Street equity analysts regarding the two companies; and
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the following termsin the merger agreement:

«the stock cap and cash cap, which provide certainty as to the aggregate number of shares of Harrah’s common stock to be
issued to Caesars stockholders and the percentage of the total shares of Harrah’s common stock that current Caesars
stockholders will own after the merger;

«the provisions that prohibit Caesars from soliciting other acquisition offers,and

«the provisions that require Caesars to pay a $180million break-up fee if the merger agreement isterminated for specified reasons;

«an assessment of alternatives to the merger, including development opportunities and other possible acquisition candidates, and
the determination that the acquisition of Caesars was a strategic fit and presented a unique opportunity to enhance and expand
Harrah’s operations, product and service offerings and position for future growth;and

«the written opinion of Deutsche Bank dated July14, 2004, that, as of that date, and based upon and subject to the considerations
described in its opinion and based upon such other matters as Deutsche Bank considered relevant, the merger consideration to
be paid by Harrah's for each outstanding share of Caesars common stock pursuant to the merger agreement was fair to Harrah's
from afinancial point of view.

The Harrah' s board of directors also considered the following factors, uncertainties and risks in its deliberations concerning the
merger. However, the Harrah' s board of directors concluded that these risks were outweighed by the potential benefits of the merger:

the incremental debt associated with the merger could cause Harrah's to have reduced financial flexibility;
the risk that the potential benefits sought in the merger might not be fully realized,;

the possibility that the merger might not be completed, or that completion might be unduly delayed, for reasons beyond Harrah's
control;
the effect of the public announcement of the merger on Harrah's and Caesars' stock price;

«the projected dilution of Harrah's earnings per share as aresult of the issuance of the sharesin the merger, and the estimated
time period for the merger to be accretive to Harrah' s earnings per share;
the risk that Harrah's management’ s efforts to integrate Caesars will disrupt Harrah's operations;

«the substantial charges to be incurred in connection with the merger, including the costs of integrating the businesses of
Harrah's and Caesars and the transaction expenses arising from the merger;
therisk that, despite Harrah's efforts and the efforts of Caesars after the merger, the combined company may lose key personnel;

the risk that governmental entities may require that Harrah's and/or Caesars divest certain propertiesin order to gain approval
for the merger;

«the restrictions on the conduct of Harrah's business during the period between the signing of the merger agreement and the
completion of the merger;and

«the other risks described above under “Risk Factors’” on page30.

It was not practical to, and thus the Harrah' s board of directors did not, quantify, rank or otherwise assign relative weights to the wide
variety of factorsit considered in evaluating the merger and the merger agreement, nor did the board determine that any one factor was
of particular importance in deciding that the merger agreement and associated transactions were in the best interests of Harrah’s and
its stockholders. This discussion of information and material factors considered by the Harrah's board of
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directorsisintended to be a summary rather than an exhaustive list. In considering these factors, individual members of the board may
have given different weight to different factors. The board conducted an overall analysis of the factors described above, and overall
considered the factors to support its decision in favor of the merger and the merger agreement. The decision of each member of the
Harrah' s board of directors was based upon his or her own judgment, in light of al of the information presented, regarding the overall
effect of the merger agreement and associated transactions on Harrah's stockholders as compared to any potential alternative
transactions or courses of action. After considering thisinformation, all members of the Harrah's board of directors unanimously
approved the merger agreement and the transactions contemplated by the merger agreement, including the merger, and recommended
that Harrah' s stockhol ders approve the issuance of shares of Harrah’s common stock to Caesars stockhol ders pursuant to the merger
agreement.

Recommendation of the CaesarsBoard of Directorsand Its Reasonsfor the Merger

The Caesars board of directors believes that the merger agreement and the transactions contemplated by the merger agreement,
including the merger, are advisable and fair to and in the best interests of Caesars and its stockholders. Accordingly, the Caesars
board of directors has unanimously approved the merger agreement and the transactions contemplated by the merger agreement,
including the merger, and unanimously recommends that Caesars stockhol ders vote for approval and adoption of the merger
agreement and the transactions contemplated by the merger agreement, including the merger.

The Caesars board of directors, in reaching its decision to approve and adopt the merger agreement and the transactions
contemplated by the merger agreement, including the merger, consulted with Caesars executive officers and Caesars' financia and
legal advisors and considered a variety of factors weighing positively in favor of the merger, including, without limitation, the
following:

the strategic nature of the transaction, which will combine Caesars’ and Harrah's respective businesses to create one of the
leading gaming companies in the world, which will be well positioned to compete in the gaming industry and to achieve
significant synergies,

the value to be received by holders of Caesars common stock in the merger, including the fact that based on the closing price of
Harrah’s common stock on July13, 2004 (the last full trading day before rumors of a possible business combination transaction
between Caesars and Harrah' s were reported by several national news organizations, including The Wall Street Journal), the
value of the merger consideration represented:

«apremium of approximately 23.4% over the closing price of Caesars common stock on the NY SE on July13, 2004; and

«apremium of approximately 20.6%, 30.7% and 51.2% over the average closing price of Caesars common stock on the NY SE for
the thirty-day, six-month and twelve-month trading periods respectively including July13, 2004,

«the fact that the cash/stock election feature of the merger consideration offers Caesars stockholders both the opportunity,
subject to proration, to participate in the growth and opportunities of the combined company through the stock component of
the merger consideration and/or to realize cash for the value of their shares through the cash component of the merger
consideration;

the fact that Caesars stockholders will own, on afully-diluted basis, approximately 37% of the outstanding Harrah’s common
stock immediately following the merger;

because the stock portion of the merger consideration is afixed number of shares of Harrah’s common stock, the opportunity for
Caesars stockhol ders to benefit from any increase in the trading price of Harrah’s common shares between the announcement of
the merger and the compl etion of the merger;

«¢he conditions in the gaming industry generally and the business, operations, financial performance, financial condition,
earnings and prospects of Caesars on a stand-alone basis as compared with the
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combined company after giving effect to the transaction, in light of the risks and potential rewards associated with alternatives

reasonably available to Caesars;
«the recent and historical stock price performance of Caesars common stock and Harrah's common stock;

the potential impact on Caesars and the gaming industry of the proposed business combination transaction between MGM
MIRAGE and Mandalay and the belief that a combined company with greater size and scale would be better positioned to
compete with the combined company resulting from the MGM MIRAGE/ Mandalay transaction;

«the financial presentation of UBS described in the section entitled “—Opinion of Caesars' Financial Advisor” on page65,
including UBS' opinion to the effect that, as of the date of its opinion and based on and subject to various assumptions made,
matters considered and limitations described in the opinion, the aggregate merger consideration to be received by holders of
Caesars common stock in the merger was fair, from afinancia point of view, to such holders;
the expected qualification of the merger as a reorganization within the meaning of Section368(a) of the Internal Revenue Code, or
as an exchange under Section351 of the Internal Revenue Code, resulting in the common stock portion of the merger
consideration to be received by Caesars stockholders not being subject to federal income tax, as described in the section entitled
“—Materia United States Federal Income Tax Consequences’ on page81;

«the terms and conditions of the merger agreement, including:

«the fact that the terms of the merger agreement provide that, under certain circumstances, and subject to certain conditions more
fully described in the section entitled “ The Merger Agreement— Caesars Prohibited from Soliciting Other Offers’ on pagel02,
Caesars can furnish information to and conduct negotiations with athird party in connection with an unsolicited proposal for a
business combination or acquisition of Caesarsthat islikely to lead to a superior proposal and the Caesars board of directors can
terminate the merger agreement for a superior proposal or change its recommendation prior to stockholder approval of the merger

agreement;

the fact that Harrah' s agreed to assume substantially all the regulatory risk relating to the merger, which provides a very high
degree of assurance that the completion of the merger will occur;

the fact that the completion of the merger is not conditioned on Harrah' s obtaining financing;and

«he limited conditions required to be satisfied prior to completion of the merger;and

the fact that Harrah's agreed to appoint at least two, and possibly up to four, members of the Caesars board of directorsto the
Harrah's board of directors, which is expected to provide a degree of continuity and involvement by Caesars directorsin the
combined company following the merger.

In addition to these factors, the Caesars board of directors also considered the potential adverse impact of other factors weighing
negatively against the proposed transaction, including, without limitation, the following:

«the risk that, notwithstanding the likelihood of the merger being completed, the merger might not be completed including the
effect of the pendency of the merger and such failure to be completed may have on:

the trading price of Caesars common stock;

«Caesars’ operating results, including the costs incurred in connection with the transaction;and

«Caesars’ ability to attract and retain customers and key personnel;
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the possibility of significant costs and delays resulting from seeking regulatory approvals necessary for completion of the
proposed merger;

‘because the stock portion of the merger consideration is a fixed number of shares of Harrah's common stock Caesars
stockholders could be adversely affected by a decrease in the trading price of Harrah’s common stock between the date of
execution of the merger agreement, and the merger agreement does not provide Caesars with a price-based termination right or
other protection for Caesars or its stockholders;

‘the requirement that Caesars must pay to Harrah's a break-up fee of $180.0million if the merger agreement is terminated under
circumstances specified in the merger agreement, which may discourage other parties that may otherwise have an interest in a
business combination with, or an acquisition of, Caesars, as described in the section entitled “The Merger Agreement—
Break-up Fee” on pagell3;

the terms of the merger agreement restricting the conduct of Caesars' business during the period between the signing of the
merger agreement and the completion of the merger;

«the limitations imposed in the merger agreement on the solicitation by Caesars of alternative business combinations prior to the
completion of the merger;

«the challenges of combining the businesses, operations and workforces of Harrah's and Caesars and of realizing the anticipated
synergies;

«the amount of time it could take to compl ete the merger, including the fact that completion of the transaction depends on factors
outside of Caesars' control;

«the proration limitations on the amount of cash and stock available to Caesars stockholders which will result in Caesars
stockholders not being assured that they will fully receive the form of merger consideration they prefer;

«the fact that gains arising from the cash portion of the consideration would be taxable to Caesars stockholders for United States
federal income tax purposes;and

«the risks described in the section entitled “ Risk Factors’ on page30.

The Caesars board of directors also considered the interests that certain executive officers and directors of Caesars may have with
respect to the merger in addition to their interests as stockholders of Caesars generally, as described in the Section entitled
“—Interests of Caesars Directors and Executive Officersin the Merger” on page89, which the Caesars board of directors considered
as being neutral in its evaluation of the proposed transaction.

The Caesars board of directors concluded that the positive factors significantly outweighed the negative and neutral factors
described above. This discussion of the information and factors considered by the Caesars board of directorsincludes al the material
positive, negative and neutral factors considered by the Caesars board of directors, but it is not intended to be exhaustive and may not
include al of the factors considered by the Caesars board of directors. In reaching its determination to approve and recommend the
merger agreement and the transactions contemplated by the merger agreement, including the merger, the Caesars board of directors did
not quantify or assign any relative or specific weights to the various factors that it considered in reaching its determination that the
merger agreement and the transactions contemplated by the merger agreement, including the merger, are advisable and fair to and in
the best interests of Caesars and its stockholders. Rather, the Caesars board of directors viewed its position and recommendation as
being based on an overall analysis and on the totality of the information presented to and factors considered by it. In addition, in
considering the factors described above, individual members of the Caesars board of directors may have given differing weights to
different factors. After considering thisinformation, all members of the Caesars board of directors unanimously approved the merger
agreement and the transactions contemplated by the merger agreement, including the merger, and
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recommended that Caesars stockhol ders approve and adopt the merger agreement and the transactions contemplated by the merger
agreement, including the merger.

Opinion of Harrah'sFinancial Advisor

Deutsche Bank Securities Inc., which is referred to as Deutsche Bank, has acted as financial advisor to Harrah'sin connection with the
merger. On July14, 2004, Deutsche Bank delivered its oral opinion to the Harrah's board of directors, subsequently confirmed in its
written opinion as of the same date, to the effect that, as of such date, based upon and subject to the assumptions made, matters
considered and limits of the review undertaken by Deutsche Bank, the merger consideration was fair, from afinancial point of view, to
Harrah's.

Thefull text of Deutsche Bank’ swritten opinion, dated July14, 2004, which discusses, among other things, the assumptions made,

matters considered and limits of the review undertaken by Deutsche Bank in connection with the opinion, is attached as AnnexB to
thisjoint proxy statement/ prospectus. Harrah's stockholders are urged to read this opinion in its entirety. The following summary

of the Deutsche Bank opinion is qualified in its entirety by reference to the full text of the opinion.

In connection with Deutsche Bank’ srole as financia advisor to Harrah's, and in arriving at its opinion, Deutsche Bank has reviewed
certain publicly available financial and other information concerning Caesars and Harrah's and certain internal analyses and other
information furnished to it by Caesars and Harrah's. Deutsche Bank has also held discussions with members of the senior
managements of Caesars and Harrah's regarding the businesses and prospects of their respective companies and the joint prospects
of acombined company. In addition, Deutsche Bank has:

reviewed the reported prices and trading activity for Caesars common stock and Harrah's common stock;

«compared certain financial and stock market information for Caesars and Harrah’ s with similar information for certain other
companies whose securities are publicly traded;

creviewed the financial terms of certain recent business combinations which it deemed comparable to the merger in whole or in
part;

creviewed the terms of the merger agreement and certain related documents;and

sperformed such other studies and analyses and considered such other factors as it deemed appropriate.

In preparing its opinion, Deutsche Bank did not assume responsibility for the independent verification of, and did not independently
verify, any information, whether publicly available or furnished to it, concerning Caesars or Harrah's, including, without limitation, any
financial information, forecasts or projections, considered in connection with the rendering of its opinion. Accordingly, for purposes of
its opinion, Deutsche Bank assumed and relied upon the accuracy and completeness of al such information. Deutsche Bank did not
conduct a physical inspection of any of the properties or assets and did not prepare or obtain any independent evaluation or appraisal
of any of the assets or liabilities of Caesars or Harrah's. With respect to the financial forecasts and projections, including the analyses
and forecasts of certain cost savings, operating efficiencies, revenue effects and other synergies expected by management of Harrah's
to be achieved as aresult of the merger, which we collectively refer to as the synergies, made available to Deutsche Bank and used in
itsanalysis, Deutsche Bank has assumed that they have been reasonably prepared on bases reflecting the best currently available
estimates and judgments of the management of Caesars or Harrah's as to the matters covered thereby. In rendering its opinion,
Deutsche Bank expressed no view as to the reasonabl eness of those forecasts and projections, including the synergies, or the
assumptions on which they are based. Deutsche Bank’ s opinion was necessarily based upon economic, market and other conditions
asin effect on, and the information made available to Deutsche Bank as of, the date of its opinion.
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For purposes of rendering its opinion, Deutsche Bank has assumed that, in all respects materia to its analysis:

the representations and warranties of Harrah's, Harrah' s Operating Company and Caesars contained in the merger agreement are
true and correct;

Harrah's, Harrah's Operating Company and Caesars would each perform all of the covenants and agreements to be performed by
it under the merger agreement;

<l conditionsto the obligations of each of Harrah's, Harrah' s Operating Company and Caesars to compl ete the merger will be
satisfied without any waiver thereof;and

| material governmental, regulatory or other approvals and consents required in connection with the completion of the merger
will be obtained and that, in connection with obtaining any necessary governmental, regulatory or other approvals and consents,
or any amendments, modifications or waivers to any agreements, instruments or orders to which either Caesars or Harrah's (or
any of their respective affiliates) isa party or is subject or by which it is bound, no limitations, restrictions or conditions will be
imposed or amendments, modifications or waivers will be made that would have amaterial adverse effect on Caesars or Harrah's
or materially reduce the contemplated benefits of the merger to Harrah's.

In addition, Deutsche Bank has been advised by Harrah's, and accordingly has assumed for purposes of its opinion, that the merger
will betax-freeto Harrah's.

Deutsche Bank’s Financial Analysis
Set forth below is asummary of the material financial analyses performed by Deutsche Bank in connection with its opinion and
reviewed with the Harrah’ s board of directors at its meeting on July14, 2004.

Analysis of Selected Publicly Traded Companies. Deutsche Bank reviewed certain financia information and cal culated commonly

used valuation measurements for Caesars and Harrah's, as applicable, to corresponding information and measurements for groups of
publicly traded companiesin the gaming industry.

The publicly traded companies selected in the gaming industry to which Caesars was compared consisted of :

Harrah's;

‘Mandalay Resort Group (as of June6, 2004, the last trading day prior to the announcement by MGM MIRAGE of itsintent to
acquire Mandalay Resort Group);
‘MGM MIRAGE; and

«Station Casinos, Inc.

The publicly traded companies selected in the gaming industry to which Harrah’s was compared consisted of:

«Caesars,

‘Mandalay Resort Group (as of June6, 2004, the last trading day prior to the announcement by MGM MIRAGE of itsintent to
acquire Mandalay Resort Group);

‘MGM MIRAGE; and

«Station Casinos, Inc.
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Thefinancia information and valuation measurements reviewed by Deutsche Bank included, among other things, ratios of total
enterprise value (the sum of equity market valuation and net debt) to estimated earnings before interest, taxes, depreciation and
amortization, or EBITDA, for 2004 and 2005.

60

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

To caculate the trading multiples with respect to the comparable companies, Deutsche Bank used publicly available information
concerning historical and projected financial performance, including analyst reports and published historical financial information and
earnings estimates reported by Deutsche Bank research anaysts.

Deutsche Bank observed that the implied value of Caesars common stock based on the selected publicly traded companies analysis
ranged from $14.98 to $18.51per share using the multiple of total enterprise value to estimated 2004 EBITDA, and from $14.56 to
$18.26per share using the multiple of total enterprise value to estimated 2005 EBITDA. Deutsche Bank observed that (i)$17.06, which
represents theimplied value of the merger consideration per share of Caesars common stock based on Harrah's closing share price of
$51.44 on July9, 2004, and (ii)$17.39, which represents the implied value per share of Caesars common stock based on the Harrah's
average share price over the 30-day period ending on July9, 2004 were each within those ranges of values. Deutsche Bank also
observed that the implied value of Harrah’s common stock based on the selected publicly traded companies analysis ranged from
$50.75 to $62.11per share using the multiple of total enterprise value to estimated 2004 EBITDA, and from $56.33 to $69.20per share
using the multiple of total enterprise value to estimated 2005 EBITDA. Deutsche Bank observed that (i)$51.44, the Harrah's closing
share price on July9, 2004, and (ii)$53.01, which represents the Harrah' s average share price over the 30-day period ending on July9,
2004 were each within the range based on the multiple of total enterprise value to estimated 2004 EBITDA and below the range based
on the multiple of total enterprise value to estimated 2005 EBITDA.

Other than Caesars and Harrah' s themselves, which were each included in the group of companies compared to the other, none of the
companies utilized in either publicly traded company analysisisidentical to Caesars or Harrah's. Accordingly, Deutsche Bank believes
the analysisis not smply mathematical. Rather, it involves complex considerations and qualitative judgments, reflected in Deutsche
Bank’ s opinion, concerning differencesin financial and operating characteristics of the selected companies and other factors that
could affect the public trading value of the selected companies.

Discounted Cash Flow Analysis. Deutsche Bank performed a discounted cash flows analysis for (i)Caesars as a stand-al one entity,
(ii)Caesars as a part of Harrah's (i.e. including or excluding the following in the determination of free cash flow: synergies, certain
divested assets, amortization of financing fees, transaction costs and tax benefit of transaction costs), and (iii)Harrah’'sas a
stand-alone entity. Deutsche Bank calculated the discounted cash flow values for each of Caesars and Harrah's as the sum of the net
present values of:

«the estimated future free cash flows that Caesars or Harrah's, as the case may be, would generate for the final six months of 2004
through 2008;and
thetermina value of Caesars or Harrah's at the end of such period.

The estimated future free cash flows were based on the financial projections for Caesars for the final six months of 2004 through 2008
and on the financial projectionsfor Harrah's for the final six months of 2004 through 2008, each as provided by Harrah’ s management.
The terminal values for each of Caesars and Harrah' s were calculated based on projected EBITDA for such company for 2008 (based
on projections by Harrah’ s management) and a range of multiples of EBITDA ranging from 8.0x to 9.0x. Deutsche Bank used discount
rates ranging from 6.5% to 8.5% for both Caesars and Harrah's. The discount rates for Caesars and Harrah' s were based on Deutsche
Bank’s judgment of the estimated weighted average cost of Caesars' or Harrah's capital, as applicable, and the EBITDA multipleswere
based on its review of the trading characteristics of each of Caesars and Harrah’s common stock.

Deutsche Bank observed that (i)the implied value of Caesars common stock, treating Caesars as a stand-alone entity, based on the
discounted cash flow anaysis ranged from $20.00 to $23.00per share, and (ii)the implied value of Caesars common stock, treating
Caesars as apart of Harrah's, based on the discounted cash flow analysis ranged from $23.00 to $26.50per share. Deutsche Bank
observed that (i)$17.06, which represents the implied value of the merger consideration per share of Caesars common stock based on
Harrah's closing share price of $51.44 on July9, 2004, and (ii)$17.39, which represents
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the implied value per share of Caesars common stock based on the Harrah' s average share price over the 30-day period ending on
July9, 2004 were each below those ranges of values. Deutsche Bank also aobserved that the implied value of Harrah’s common stock
based on the discounted cash flow analysis ranged from $69.50 to $80.50per share.

Deutsche Bank observed that (i)$51.44, the Harrah's share price as of July9, 2004, and (ii)$53.01, which represents the Harrah's
average share price over the 30-day period ending on July9, 2004 were each below that range of values.

Analysis of Selected Precedent Transactions. Deutsche Bank reviewed five mergers and acquisitions transactions announced since
June6, 1996, in the gaming industry. The transactions reviewed, which are referred to as the sel ected transactions, are:

Date announced Target Acquirer
06/16/04 Mandalay Resort Group MGM MIRAGE
03/06/00 Mirage Resorts MGM Grand, Inc.
04/27/99 Caesars World, Inc. Park Place Entertainment
12/11/97 ITT Corporation Starwood Lodging Trust
06/06/96 Bally Entertainment Hilton Hotels

Deutsche Bank observed that the relevant ratios of total enterprise value to forward EBITDA for the selected transactions ranged from
9.0x to 10.0x, which, when applied to the estimated 2004 EBITDA for Caesars, implied arange of values of $18.51 to $22.04. Deutsche
Bank observed that (i)$17.06, which represents the implied value of the merger consideration per share of Caesars common stock based
on Harrah' s closing share price of $51.44 on July9, 2004, and (ii)$17.39, which represents the implied value per share of Caesars
common stock based on the Harrah' s average share price over the 30-day period ending on July9, 2004 were below that range of
values.

The analysis for the selected transactions was based on public information available at the time of announcement of such
transactions, without taking into account differing market and other conditions during the period between June6, 1996 and Junel6,
2004, during which the selected transactions were announced. Because the reasons for, and circumstances surrounding, each of the
selected transactions analyzed were so diverse, and due to the inherent differences between the operations and financia conditions of
Caesars and the companies involved in the selected transactions, Deutsche Bank believes that a comparable transaction analysisis
not simply mathematical. Rather, it involves complex considerations and qualitative judgments, reflected in Deutsche Bank’ s opinion,
concerning differences between the characteristics of the selected transactions and the merger that could affect the value of the
subject companies and businesses and Caesars.

Premiums Paid Analysis. Deutsche Bank reviewed premiums to stock price paid in 74 non-financial company mergers and acquisitions
transactionsin the $5hillion to $15hillion total enterprise value range since Januaryl, 1998. Deutsche Bank reviewed the premiums paid
in these transactions over the price of the target stock one day, one week, and four weeks prior to the announcement of such
transactions. Based on this analysis, Deutsche Bank observed arange of premiums of 25% to 30% over the market price of the target
stock price one day prior to the announcement of such transactions, a range of premiums of 28% to 33% over the market price of the
target stock price one week prior to the announcement of such transactions, and arange of premiums of 33% to 38% over the market
price of the target stock price one month prior to the announcement of such transactions. Deutsche Bank applied these ranges of
premiums to share price of Caesars asif the merger was announced on July12, 2004, and cal culated implied ranges of stock prices of
$16.69 to $17.36per share based on the one day premium range, $18.52 to $19.25per share based on the one week premium range, and
$19.19 to $19.91 based on the one month premium range. Deutsche Bank observed that (i)$17.06, which represents the implied value of
the merger consideration per share of Caesars common stock based on Harrah's closing share price of $51.44 on July9, 2004 was within
the range based on the one-day premium range and below the ranges based on the one week premium range and the one month
premium range. Deutsche Bank also observed that $17.39,
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which represents the implied value per share of Caesars common stock based on the Harrah' s average share price over the 30-day
period ending on July9, 2004 was above the range based on the one-day premium range and below the ranges based on the one week

premium range and the one month premium range.

Pro Forma Combined Earnings Growth Analysis. Deutsche Bank analyzed certain pro forma effects of the merger. Based on this
analysis, Deutsche Bank computed the resulting compound annual growth rate, or CAGR, of each of Harrah’s EBITDA, cash earnings
per share (sum of net income plus depreciation and amortization divided by the number of outstanding shares), and earnings per share,
or EPS, estimates for the periods 2004— 2008 and 2005— 2008, both as a stand-alone entity and pro forma for a combination with

Caesars.

The following chart sets forth the results of thisanalysis:

2004-2008 2005-2008
CAGR CAGR
Harrah's stand-alone EBITDA % Growth 8.2% 6.6%
Cash EPS % Growth 9.3% 7.8%
EPS % Growth 9.0% 9.0%
Harrah's pro formafor combination with Caesars EBITDA % Growth NM 7.8%
Cash EPS % Growth 12.1% 9.2%
EPS % Growth 10.3% 16.5%

Deutsche Bank used forward estimates of projected financial performance for Harrah' s that were provided by Harrah's management.

Accretion/(Dilution) Analysis. Deutsche Bank analyzed certain pro forma effects expected to result from the merger, including, among
other things, the expected effect of the merger on the estimated earnings per share, and cash earnings per share (the sum of net income
plus depreciation and amortization divided by the number of outstanding shares) for Harrah’s for calendar years 2005 through 2008.
The pro forma results were based on financial data provided by Harrah's management. Deutsche Bank calculated CAGR of Harrah's
earnings per share of 10.3% over the period 2004 through 2008, assuming realization of 100% of the synergies, and of 8.6% over the
same period, assuming 66.7% of the synergies. Deutsche Bank compared these CAGRs to the status quo earnings per share CAGR
projection of 9.0% and observed that the merger is accretive to Harrah' s earnings per share over the period 2004 through 2008,
assuming realization of 100% of the synergies, but dilutive to Harrah' s earnings per share over the same period if only 66.7% of the
synergies are realized. Deutsche Bank also calculated a CAGR of Harrah's cash earnings per share of 12.1% over the period 2004
through 2008, assuming realization of 100% of the synergies, and of 11.3% over the same period, assuming 66.7% of the synergies.
Deutsche Bank compared these CAGRs to the status quo cash earnings per share CAGR projection of 9.3% and observed that the
merger is accretive to Harrah's cash earnings per share over the period 2004 through 2008, assuming realization of either 100% or 66.7%

of the synergies.

General. The foregoing summary describes all analyses and factors that Deutsche Bank deemed materia in its presentation to the
Harrah's board of directors, but is not a comprehensive description of all analyses performed and factors considered by Deutsche
Bank in connection with preparing its opinion. The preparation of afairness opinion is a complex process involving the application of
subjective business judgment in determining the most appropriate and rel evant methods of financial analysis and the application of
those methods to the particular circumstances and, therefore, is not readily susceptible to summary description. Deutsche Bank
believes that its analyses must be considered as a whole and that considering any portion of such analyses and of the factors
considered without considering all analyses and factors could create a misleading view of the process underlying the opinion. In
arriving at its fairness determination, Deutsche Bank did not assign specific weights to any particular analyses.
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In conducting its analyses and arriving at its opinions, Deutsche Bank utilized a variety of generally accepted valuation methods. The
analyses were prepared solely for the purpose of enabling Deutsche Bank to provide its opinion to the Harrah's board of directors as
to the fairness to Harrah's of the merger consideration and do not purport to be appraisals or necessarily reflect the prices at which
businesses or securities actually may be sold, which are inherently subject to uncertainty. In connection with its analyses, Deutsche
Bank made, and was provided by Harrah’s management and Caesars management with, numerous assumptions with respect to
industry performance, general business and economic conditions and other matters, many of which are beyond the control of
Deutsche Bank, Caesars or Harrah's. Analyses based on estimates or forecasts of future results are not necessarily indicative of actual
past or future values or results, which may be significantly more or less favorable than suggested by such analyses. Because such
analyses are inherently subject to uncertainty, being based upon numerous factors or events beyond the control of Harrah's, Caesars
or their respective advisors, neither Harrah' s nor Deutsche Bank nor any other person assumes responsibility if future results or actual
values are materially different from these forecasts or assumptions.

The terms of the merger were determined through negotiations between Caesars and Harrah’ s and were approved by the Harrah's
board of directors. Although Deutsche Bank provided advice to Harrah's during the course of these negotiations, the decision to enter
into the merger was solely that of the Harrah’ s board of directors. As described above, the opinion and presentation of Deutsche Bank
to the Harrah' s board of directors were only one of a number of factors taken into consideration by the Harrah' s board of directorsin
making its determination to approve the merger agreement and the transactions contemplated by the merger agreement, including the
merger. Deutsche Bank’ s opinion was provided to the Harrah's board of directorsto assist it in connection with its consideration of
the merger and does not constitute a recommendation to any stockholder as to how to vote or take any other action with respect to the
merger. Deutsche Bank’ s opinion does not in any manner address the prices at which shares of Harrah’s common stock traded after
the announcement of or will trade after the completion of the merger.

Harrah's selected Deutsche Bank as financia advisor in connection with the merger based on Deutsche Bank’ s qualifications,
expertise, reputation and experience in mergers and acquisitions. Harrah's has retained Deutsche Bank pursuant to aletter agreement
dated July9, 2004, which isreferred to as the “ engagement letter.” Deutsche Bank will be paid a reasonable and customary fee for its
services as financial advisor to Harrah’s in connection with the merger, a substantial portion of which is contingent upon completion
of the merger. Deutsche Bank was paid $750,000 upon delivery of its opinion. If the merger is completed, Deutsche Bank will be paid an
additional $14,250,000. Regardless of whether the merger is completed, Harrah' s has agreed to reimburse Deutsche Bank for reasonable
fees and disbursements of Deutsche Bank’s counsel and all of Deutsche Bank’ s reasonable travel and other out-of-pocket expenses
incurred in connection with the merger or otherwise arising out of the retention of Deutsche Bank under the engagement letter.
Harrah's has a so agreed to indemnify Deutsche Bank and certain related persons to the full extent lawful against certain liabilities,
including certain liabilities under the U.S.federal securitieslaws arising out of its engagement or the merger.

Deutsche Bank is an internationally recognized investment banking firm experienced in providing advice in connection with mergers
and acquisitions and related transactions. Deutsche Bank is an affiliate of Deutsche Bank AG, which, together with its affiliates, is
referred to asthe “DBGroup.” One or more members of the DBGroup have, from time to time, provided investment banking, commercial
banking (including extension of credit) and other financial servicesto Caesars and Harrah's or their affiliates for which it has received
compensation, including (1)the Harrah' s June 2004 $750million 5.50%senior notes offering for which amember of the DBGroup acted as
co-manager, (2)the Harrah's June 2004 $2.5hillion revolving credit agreement, for which amember of the DBGroup acted as managing
agent, (3)Caesars March 2004 $2.0billion credit agreement, for which a member of the DBGroup acted as joint lead arranger and joint
book-running manager, (4)Caesars March 2004 $375million floating rate contingent convertible senior notes offering for which a
member of the DBGroup acted as joint book-running manager, and (5)other securities offerings by Harrah's and Caesars with respect
to which amember of the DBGroup participated in a managing role. One or more members of the DBGroup have
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agreed to provide financing to Harrah' s in connection with the merger, some of which funds are expected to be used to pay off existing
loans made by members of the DBGroup to Caesars and Harrah's. In the foregoing capacities, Deutsche Bank has received an
aggregate of $9,155,140 in compensation from Caesars and $3,968,798 in compensation from Harrah's.

In the ordinary course of business, members of the DBGroup may actively trade in the securities and other instruments and
obligations of Caesars and Harrah's for their own accounts and for the accounts of their customers. Accordingly, the DBGroup may at
any time hold along or short position in such securities, instruments and obligations.

Opinion of Caesars Financial Advisor

UBS SecuritiesLLC, which isreferred to as UBS, acted as financial advisor to Caesars in connection with the merger and evaluated the
fairness, from afinancia point of view, of the aggregate merger consideration to be received in the merger by the holders of Caesars
common stock. On July14, 2004, at a meeting of the board of directors of Caesars held to evaluate the merger, UBS delivered to the
board an oral opinion, which was subsequently confirmed by delivery of awritten opinion dated July14, 2004, to the effect that, as of
that date and based on and subject to various assumptions made, matters considered and limitations described in the opinion, the
aggregate merger consideration to be received by the holders of Caesars common stock in the merger was fair, from afinancia point of
view, to such holders. There were no material differences between the oral and written versions of UBS' opinion. The only difference
between the versionsis that the written version describes in detail assumptions made, procedures followed, matters considered and
limitations in connection with UBS' rendering the opinion. A form of the written version was provided to the Caesars board of
directors prior to delivery of UBS' oral opinion.

Thefull text of UBS' opinion describes, among other things, the assumptions made, procedures followed, matters considered and
limitations on the review undertaken by UBS. UBS' opinion is attached as AnnexC to thisjoint proxy statement/ prospectus. UBS
opinion isdirected only to thefairness, from afinancial point of view, of the aggregate merger consideration to bereceived in the
merger by holders of Caesarscommon stock and does not addressany other aspect of themerger. UBS opinion also does not
addressthe merits of the merger ascompared to other business strategies or transactionsthat might be availableto Caesarsor any
underlying business decision of Caesarsin connection with the merger or any other matter, nor doesthe opinion congtitute a
recommendation to any holder of Caesarscommon stock asto how such stockholder should votewith respect to the merger
agreement or any other matter or asto such stockholder’seection regar ding the form of the merger consideration to be paid to
such stockholder. Caesar s common stockholder sare encouraged to read UBS' opinion car efully in itsentirety. The summary of
UBS' opinion described below is qualified in its entirety by reference to the full text of the opinion.

Inarriving at its opinion, UBS:

creviewed certain publicly available business and historical financia information relating to Caesars and Harrah's;

creviewed certain internal financial information and other data relating to the businesses and financial prospects of Caesars and
Harrah's, including estimates and financial forecasts prepared and provided to UBS by the respective managements of Caesars
and Harrah's and not publicly available;

«conducted discussions with members of the senior management of Caesars and Harrah' s concerning the businesses and
financial prospects of Caesars and Harrah's;

reviewed publicly available financia and stock market data with respect to other companiesin lines of business UBS believed to
be generally comparable to those of Caesars and Harrah's;

«compared the financial terms of the merger with the publicly available financia terms of certain other transactions which UBS
believed to be generally relevant;
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«considered certain pro forma effects of the merger on Harrah's financial statements and reviewed certain estimates of potential
synergies prepared and provided to UBS by the managements of Caesars and Harrah's;
reviewed drafts of the merger agreement;and

«conducted other financial studies, analyses and investigations, and considered other information, as UBS deemed necessary or
appropriate.

In connection with its review, with Caesars' consent, UBS did not assume any responsibility for independent verification of any of the
information that UBS reviewed for the purpose of its opinion and, with Caesars’ consent, UBSrelied on that information being
complete and accurate in all material respects. In addition, at Caesars' direction, UBS did not make any independent evaluation or
appraisal of any of the assets or liabilities, contingent or otherwise, of Caesars or Harrah’s, and was not furnished with any evaluation
or appraisal. With respect to the estimates, financial forecasts, pro forma effects and calculations of synergies utilized by UBSin its
analyses, UBS assumed, at Caesars’ direction, that they were reasonably prepared on a basis reflecting the best currently available
estimates and judgments of the management of Caesars and the management of Harrah's as to the future performance of their
respective companies and that the estimates, financial forecasts, pro forma effects and cal culations of synergies would be achieved at
the times and in the amounts projected. In addition, UBS assumed, with the consent of Caesars, that the merger will qualify asa
reorganization for U.S.federal income tax purposes. UBS' opinion was necessarily based on economic, monetary, market and other
conditions existing on, and information available to UBS as of, the date of its opinion. Subsequent devel opments in those conditions
could require areevauation of such opinion. UBS does not have any obligation to update, revise or reaffirm its opinion.

UBS was not asked to, except as expressly set forth in its opinion, and it did not, offer any opinion as to the materia terms of the
merger agreement or the form of the transaction. UBS expressed no opinion as to the value of Harrah’s common stock when issued
pursuant to the merger or the price at which Harrah's common stock may trade in the future. In addition, UBS did not analyze the
fairness of each form of merger consideration alternative that an individual stockholder of Caesars may elect to receive in the merger or
analyze the impact on any individual Caesars stockholder as to such stockholder’ s election. In rendering its opinion, UBS assumed,
with Caesars' consent, that the final executed form of the merger agreement would not differ in any material respect from the draft that
UBS examined and that the parties to the merger agreement would comply with al of the material terms of the merger agreement. UBS
also assumed that all governmental, regulatory or other consents and approvals hecessary for the completion of the merger would be
obtained without any material adverse effect on Caesars and/or Harrah's and the merger. In connection with its engagement by
Caesars, UBS was not authorized to and did not solicit indications of interest from any party with respect to a business combination
with Caesars. Except as described above, Caesars imposed no other instructions or limitations on UBS with respect to the
investigations made or the procedures followed by UBS in rendering its opinion. The merger consideration was determined through
negotiation between Caesars and Harrah's and not as a result of arecommendation by UBS, and the decision to enter into the merger
was solely that of the Caesars board of directors.

In furnishing its opinion, UBS did not purport that it is an expert within the meaning of the term “expert” as used in the Securities Act,
nor did it purport that its opinion constitutes a report or valuation within the meaning of the Securities Act.

In connection with rendering its opinion, UBS performed a variety of financial and comparative analyses, including those described
below. The preparation of afairness opinion isacomplex process and involves various judgments and determinations as to the most
appropriate and relevant assumptions and financial analyses and the application of these methods to the particular circumstances
involved. Fairness opinions are therefore not necessarily susceptible to partial analysis or summary description.
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Accordingly, UBS believes that its analyses and the summary set forth below must be considered as awhole and that selecting
portions of its analyses and factors, or focusing on information in tabular format, without considering all analyses and factors or the
narrative description of the analyses, could create a misleading or incomplete view of the processes underlying the analyses performed
by UBS in connection with its opinion. In arriving at its opinion, UBS did not attribute any particular weight to any analyses or factors
considered by it and did not form an opinion as to whether any individual analysis or factor (positive or negative), considered in
isolation, supported or failed to support its opinion. Rather, UBS arrived at its ultimate opinion based on the results of al analyses
undertaken by it and assessed as awhole, and believes that the totality of the factors considered and analyses it performed in
connection with its opinion operated collectively to support its determination as to the fairness of the aggregate merger consideration
from afinancia point of view to Caesars common stockholders.

The analyses performed by UBS are not necessarily indicative of actual values or actual future results, which may be significantly
more or less favorable than suggested by the analyses. The analyses were prepared solely as part of UBS' analysis of the fairness,
from afinancia point of view, to Caesars common stockholders of the aggregate merger consideration.

UBS' opinion and financial analyses were only one of many factors considered by Caesars’ board of directorsin its evaluation of the
merger and should not be viewed as determinative of the views of Caesars board of directors or management with respect to the
merger or the merger consideration.

The following isasummary of the material financial analyses performed by UBS in connection with providing its opinion to the board
of directors of Caesars on July14, 2004. Some of the summaries of the financial analysesincludeinformation presented in tabular
format. To fully understand the financial analyses, the tables should beread together with thetext of each summary. Considering the
datain thetableswithout considering the narrative description of the financial analyses, including the methodologies and
assumptions underlying the analyses, could create a mideading or incomplete view of the financial analyses.

Historical Stock Price Performance

UBS reviewed historical trading prices for Caesars common stock. UBS reviewed the closing price of Caesars common stock on July13,
2004, and average closing prices over specified periods preceding July13, 2004, and cal culated the implied premium of the offered
merger consideration over these historical prices. For this analysis, UBS used an implied value of the offered merger consideration of
$17.17per share based on the July13, 2004 closing price of Harrah's common stock. A summary of these historical stock price statistics
isset forth in the following table:

Implied Premium

Specified Period Average Closing Price at $17.17 Offer
July13, 2004 $ 1392 234%
10 Trading Days $ 1413 21.6%
20 Trading Days $ 1428 20.2%
30 Trading Days $ 1424 20.6%
40 Trading Days $ 1393 23.3%
60 Trading Days $ 1379 24.5%
Six Months $ 1314 30.7%
OneYear $ 1136 51.2%
Two Years $ 964 78.1%
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Historical I mplied Exchange Ratio Analysis

UBS reviewed the historical common stock prices of Caesars and Harrah's as of July13, 2002, and for specified periods preceding
July13, 2004. UBS cal cul ated the exchange ratios implied by the common stock prices for specified periods and compared themto a
theoretical exchange ratio of 0.3304, which it based on a$17.17 implied offer price and the assumption that the merger consideration
consisted solely of Harrah’s common stock. This analysis indicated the following implied exchange ratios:

Implied Average Implied Premium to
Specified Period Exchange Ratio Average at 0.3304
July13, 2004 0.2678 23.4%
10 Trading Days 0.2658 25.3%
20 Trading Days 0.2685 231%
30 Trading Days 0.2683 22.9%
40 Trading Days 02634 24.8%
60 Trading Days 0.2583 27.7%
Six Months 0.2471 335%
OneYear 02321 42.3%
Two Years 0.2141 54.3%

UBS observed that the 0.3304 theoretical exchange ratio implied from the offer price was greater than the exchange ratios implied by
the historical prices for Harrah's and Caesars common stock for the specified dates and periods.

Selected Gaming Companies Trading Statistics

UBS compared selected financia information, ratios, and public market multiples for Caesars and Harrah' s to the corresponding data
for the following nine publicly traded companies:

* Ameristar Casinos, Inc,;

* Argosy Gaming Co.;

¢ Aztar Corp,;

«Boyd Gaming Corp.;

eldeof Capri Casinos, Inc,;

*MGM MIRAGE;

« Penn Nationa Gaming, Inc.;

« Pinnacle Entertainment, Inc.; and

« Station Casinos, Inc.

UBS chose the foregoing selected companies because they are publicly traded companies in the gaming industry with operations that
were believed to be reasonably similar to Caesars and Harrah' s for the purposes of this analysis. UBS reviewed, among other
information, the ratio of the selected companies’ total enterprise value, referred to as TEV, calculated as equity value (based on July13,
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2004 closing stock prices) plustotal debt and other long-term liabilities, less cash and cash equiva ents, to:
Jast twelve months, referred to as LTM, earnings before interest, taxes, depreciation and amortization, referred to as EBITDA;and

«estimated EBITDA for 2004 and 2005;

UBS & so reviewed, among other information, the ratio of the selected companies’ share price as of closing on July13, 2004 to
projected earnings per share, referred to as EPS, for 2004 and 2005.

68

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

Estimated financia datafor the selected companies were based on publicly available information, various research reports, and
consensus estimates.

Thisanalysisindicated the following multiples:

TEV/EBITDA P/EMultiples
LT™M 2004E 2005E 2004E 2005E
Selected Companies
Mean 93 87 81 176 194
Median 89 87 80 16.8 152
High 14.2 128 114 245 539
Low 6.2 6.0 6.0 124 9.7
Harrah's 86 79 80 16.1 14.8
Caesarsat Market Price 78 74 7.0 20.2 183
Caesarsat Offer Price 88 84 80 249 226

UBS observed that the implied multiples for Caesars common stock at the offer price and for Harrah's common stock at the July13,
2004 closing price were within the range of corresponding implied multiples for the selected companies. UBS noted that none of the
selected companiesis either identical or directly comparable to Caesars or Harrah's and that any analysis of selected companies
necessarily involves complex considerations and judgments concerning financial and operating characteristics and other factors that
could affect the public trading of the selected companies.

Selected Precedent U.S.Gaming Transactions

UBS reviewed the purchase prices paid in 18 selected transactions involving target companies in the gaming industry. Financial data
for the selected transactions were based on publicly available information, including publicly available research estimates and
company filings. UBS then calculated, where available, (L)the ratio of TEV to estimated EBITDA and (2)the premium paid over the
stock price one day and 30days prior to the transaction announcement, for each selected transaction and compared the results of these
calculations with corresponding calculations for the merger of Harrah's and Caesars.

This analysisindicated the following implied ratios and premiums for the selected transactions as compared to the implied ratio and
premium for the merger of Harrah's and Caesars:

Premium
TEV/Estimated
Transaction Comparables EBITDA 1-Day Prior 30-DaysPrior
Comparable Transactions
Mean 71 3 31
% %
Median 6.9 K1) 28
% %
High 100 56 60
% %
Low 48 18 ™%
%
Caesars 80 23 2
% %

UBS observed that the implied ratios and premiums for Caesars based on the offer price were within the range of corresponding
implied ratios and premiums for the selected precedent transactions. UBS chose the selected precedent transactions because they were
business combinations that, for the purpose of the analysis, UBS considered to be reasonably similar to the merger in that these
transactions involved companies in the gaming industry. UBS noted that none of the selected precedent transactionsis either identical
or directly comparable to the merger and that any analysis of selected precedent transactions necessarily involves complex
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Caesars Standalone Discounted Cash Flow Analysis

UBS performed a discounted cash flow analysis using financial forecasts for 2005 to 2008 internally prepared by Caesars management
in order to derive an implied per share equity value reference range for Caesars shares. UBS assumed discount rates of 9.0% to 12.0%
reflecting Caesars’ estimated weighted average cost of capital. The discounted cash flow analysis determined the discounted present
value of the unleveraged after-tax cash flows generated over the period covered by the financial forecasts and then added a terminal
value based on arange of multiples of estimated 2009 EBITDA of 6.5x to 7.5x. Thisanalysisindicated an implied equity value reference
range per Caesars share of $13.94 to $20.33. UBS observed that $17.17, which represents the implied value of the merger consideration
per share of Caesars common stock based on the July13, 2004 closing price of Harrah's common stock, was within that range.

Harrah’s Standalone Discounted Cash Flow Analysis

UBS also performed a discounted cash flow analysis using financial forecasts for 2005 to 2008 internally prepared by Harrah's
management in order to derive an implied per share equity value reference range for Harrah' s shares. UBS assumed discount rates of
9.0% to 12% reflecting Harrah' s estimated weighted average cost of capital. The discounted cash flow analysis determined the
discounted present value of the unleveraged after-tax cash flows generated by the period covered by the financial forecasts and then
added aterminal value based on arange of multiples of estimated 2009 EBITDA of 7.5x to 8.5x. Thisanalysisindicated an implied
equity value reference range per Harrah's share of $50.27 to $68.18. UBS noted that $51.98, Harrah's closing stock price on July13,
2004, was within that range.

Pro Forma Combination Analysis

UBS analyzed the potential pro forma financia effects of the business combination of Caesars and Harrah's on Harrah' s estimated
EPS. UBS performed the analysis using financial projections internally prepared by the managements of Caesars and Harrah's, and also
using |BES consensus estimates which are publicly available, for 2005, 2006 and 2007. The analysis was performed assuming that no
divestitures would be required in order to obtain regulatory approvals required to complete the merger, and the analysis was also done
assuming that Harrah’s would have to divest properties to obtain such regul atory approvals.

For purposes of its pro formaanalysis, at the direction of Caesars, UBS made various assumptions, including (1)annual pre-tax
synergies of $50million, $100million and $150million, (2)in the scenario assuming no divestitures, the cash portion of the aggregate
merger consideration will be debt-financed and (3)in the scenario assuming divestitures, the cash portion of the aggregate merger
consideration will be financed using net proceeds from the divestitures.

Using IBES consensus estimates for Caesars and Harrah's, the analysis indicated that the merger would be dilutive to Harrah's
estimated pro forma EPS for 2005, 2006 and 2007, except that the merger would be accretive for 2006 and 2007 only in the scenario
assuming no divestitures and $150million of annual pre-tax synergies. Using internally prepared management forecasts for Caesars and
Harrah's, in the scenario assuming no divestitures, the analysis indicated that the merger would be accretive to Harrah's estimated pro
forma EPS for 2005, 2006 and 2007, except that the merger would be dilutive for 2005 and 2006 assuming only $50million of annual
pre-tax synergies. Using the same management forecasts, in the scenario assuming divestitures, the merger would be dilutive to
Harrah's estimated pro forma EPS for 2005, 2006 and 2007, except that the merger would be accretive for 2007 assuming $150million of
annual pre-tax synergies.

Other Factors

In the course of preparing its opinion, UBS a so reviewed and considered other information and data, including:
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<historical EBITDA margin, return on book equity, consensus projected EPS forecasts and consensus long-term growth rate
forecasts for Caesars, Harrah' s and sel ected other gaming industry companies,;and
¢publicly available research analysts' reports for Caesars and Harrah’s.

Miscellaneous

Caesars selected UBS asiits financial advisor in connection with the merger because UBS is an internationally recognized investment
banking firm with substantial experience in similar transactions. Under the terms of its engagement, UBS earned a fee of $1million for
rendering its financial fairness opinion which was independent of the result of the opinion, and will earn afee of $20million payable
upon the completion of the merger, against which the opinion fee will be credited to the extent previously paid. In addition, Caesars
has agreed to reimburse UBS for its reasonabl e expenses, including fees and disbursements of its counsel, and to indemnify UBS
against liabilities, including liabilities under the federal securities laws, relating to or arising out of its engagement as financial advisor
to Caesars.

UBS, as part of itsinvestment banking services, is regularly engaged in the valuation of businesses and their securities in connection
with mergers and acquisitions, strategic transactions, corporate restructurings, negotiated underwritings, secondary distributions of
listed and unlisted securities, private placements and valuations for corporate and other purposes.

In the ordinary course of business, UBS acts as a market maker and broker in the publicly traded securities of Caesars and Harrah's
and UBS and its affiliates may at any time hold along or short position in such securities for its own account or for the accounts of its
customers.

Regulatory Approvals Required for the Merger
United States Antitrust

The merger is subject to review by the Antitrust Division of the U.S.Department of Justice, or the Antitrust Division, and the
U.S.Federal Trade Commission, or the FTC, under the Hart-Scott-Rodino Antitrustimprovements Act of 1976, as amended, which is
referred to asthe HSR Act. Under the HSR Act, Harrah's and Caesars are required to make pre-merger notification filings and to await
the expiration or early termination of the statutory waiting period prior to completing the merger. On July28, 2004, Harrah's and Caesars
each filed a Premerger Notification and Report Form with the Antitrust Division and the FTC.

On August27, 2004, Harrah' s and Caesars received from the FTC requests for additional information with respect to the merger. Asa
result of the requests for additional information, the waiting period under the HSR Act will be extended until 11:59P.M. Eastern
Standard Time on the 30th day after both Harrah's and Caesars have substantially complied with the requests for additional
information or such later time asis agreed among the parties and the FTC. Both Harrah's and Caesars certified their substantial
compliance with the FTC' s requests for additiona information on January18, 2005.

There can be no assurance that the governmental reviewing authorities will terminate the applicable statutory waiting periods or clear
the merger at al or without restrictions or conditions that would have a material adverse effect on the combined company if the merger
is completed. These restrictions and conditions could include the grant of a complete or partial license, or the divestiture, spin-off or
the holding separate of assets or businesses. Under the terms of the merger agreement, Harrah's and Caesars, if requested by Harrah's,
are required to commit to any divestitures, licenses or hold separate or similar arrangements with respect to its assets or conduct of
business arrangements if such divestiture, license, holding separate or arrangement is a condition to obtain any approval from any
governmental entity in order to complete the merger and would not have a material adverse effect on the combined company. Caesars
may condition any divesture, license or hold separate or similar arrangement upon the completion of the merger. No additional
stockholder approval is expected to be required or sought for any decision by
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Harrah's or Caesars, after the special meetings, to agree to any terms and conditions necessary to resolve any regulatory objectionsto
the merger.

In addition, during or after the statutory waiting period and clearance of the merger, and even after completion of the merger, either the
Antitrust Division, the FTC or any state attorney general could challenge, seek to block or block the merger under the antitrust laws, as
it deems necessary or desirable in the public interest. Other competition agencies with jurisdiction over the merger could aso initiate
action to challenge or block the merger. In addition, in some jurisdictions, a competitor, customer or other third party could initiate a
private action under the antitrust laws challenging or seeking to enjoin the merger, before or after it is completed. On August9, 2004,
Harrah's and Caesars received from the Office of Attorney General of the Commonwesalth of Pennsylvania arequest for information
with respect to the merger. In addition, on September13, 2004, Harrah' s received from the Department of Justice of the State of
Louisiana arequest for information with respect to the merger. Harrah's and Caesars cannot be sure that a challenge to the merger will
not be made or that, if achallengeis made, Harrah's and Caesars will prevail. Harrah's and Caesars do not believe that the merger will
violate U.S.federa or state laws.

Gaming Regulation

The gaming operations of each of Harrah's and Caesars are subject to extensive regulation, and each of Harrah's, Caesars and their
respective subsidiaries hold registrations, approvals, gaming licenses or permitsin each jurisdiction in which it operates gaming
activities. In each of these jurisdictions, certain regulatory requirements must be complied with and/or certain approvals must be
obtained in connection with the merger. Harrah's and Caesars' respective obligations to complete the merger are conditioned upon all
material gaming regulatory approvals and authorizations having been obtained. See “The Merger Agreement— Regulatory and
Antitrust Approva” on page 107.

Thefollowing is only a summary of the various applicable gaming regulatory requirements with respect to the merger. For acomplete
description of the regulatory requirements applicable to Harrah's and Caesars, see “ Description of Governmental Regulation” filed at
Exhibit99.1 to Harrah’s Annual Report on Form10-K for the fiscal year ended December31, 2003 and “ Business— Regulation and
Licensing” in Caesars Annual Report on Form10-K for the fiscal year ended December31, 2003.

Thefailure

o obtain the required approval of the merger and the issuance of shares of Harrah’'s common stock;
o comply with the procedural requirements prescribed by any applicable gaming regulatory authority;or

«of Harrah’'s or Caesarsto qualify or make disclosures or applications as required under the laws and regulations of any
applicable gaming regulatory authority,

in each case as described below or in the information incorporated by referencein this joint proxy statement/ prospectus, may result in
the loss of license or denial of application for licensurein any such jurisdiction.

Nevada Gaming Regulation. As aresult of Harrah’ s ownership and/or operation of Bill’s Casino (Lake Tahoe), Binion’s Horseshoe
(Las Vegas), Harrah's Lake Tahoe, Harveys Lake Tahoe, Harrah's Las Vegas, Harrah's Laughlin, Harrah’s Reno and Rio (Las Vegas),
and Caesars' ownership and operation of Bally’s Las Vegas, Caesars Tahoe, Caesars Palace (Las Vegas), Flamingo Las Vegas,
Flamingo Laughlin, Paris Las Vegas and Reno Hilton, both Harrah's and Caesars are subject to the jurisdiction of the Nevada gaming
authorities. The ownership and operation of casino gaming facilities in Nevada are subject to the Nevada Gaming Control Act and its
regulations, which are collectively referred to as the Nevada Act, and various local ordinances and regulations. Harrah's and Caesars
respective gaming operations are subject to the licensing and regulatory control of the Nevada Gaming Commission, the Nevada State
Gaming Control Board and applicable loca liquor and gaming authorities, which are collectively referred to as the Nevada Gaming
Authorities.
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The Nevada Act provides that the acquisition of control of aregistered publicly traded corporation such as Caesars must be approved
by the Nevada Gaming Commission. The Nevada State Gaming Control Board reviews and investigates applications and makes
recommendations on those applications to the Nevada Gaming Commission for final action. Harrah’swill file applications with the
Nevada State Gaming Control Board for approval of the acquisition of control of Caesars and related amendments to its existing Order
of Registration and its existing approval of a continuous or delayed public offering. Harrah’swill aso file related applications with all
appropriate local jurisdictions. Harrah's and Caesars are each currently registered by the Nevada Gaming Commission as publicly
traded corporations and have been found suitable to own the stock of their gaming subsidiaries that have licensed gaming facilitiesin
Nevada. Caesarswill file an application for termination of its registration with the Nevada Gaming Commission.

In seeking approval of the merger, Harrah's must satisfy the Nevada State Gaming Control Board and the Nevada Gaming Commission
inavariety of stringent standards prior to the completion of the merger. The Nevada State Gaming Control Board and the Nevada
Gaming Commission will consider al relevant materia facts in determining whether to grant this approval, and may consider not only
the effects of the merger but also any other facts that are deemed relevant. Such facts may include, among others:

«¢the business history of Harrah's, including its record of financia stability, integrity and success of its operations, aswell asits
current business activities,

«the adequacy of the proposed financing;and

whether the merger will create asignificant risk that Harrah's, Caesars or their subsidiaries will not satisfy their financial
obligations as they become due or satisfy all financial and regulatory requirements imposed by the Nevada Act.

The Nevada State Gaming Control Board and the Nevada Gaming Commission will also consider whether the merger isin the best
interests of the State of Nevada under the multiple licensing criteriain the Nevada Act. Among other factors set forth in such multiple
licensing criteria, they may consider whether the merger would create a monopoly, and what the result of the merger will be in respect
of the market share of Harrah’'s compared to similarly situated competitors on a statewide, countywide and other geographical basisin
the following categories:

«total number of slot machines;

«total number of games;

«total number of tables;

gross revenus;

percentage tax;

dive entertainment tax;

«number of rooms available for the public;

number of employees hired;and

«total payroll.

The Nevada Gaming Commission may also require controlling stockholders of Harrah's and certain of the individuas who will be
appointed as officers, directors, and key employees of Harrah’s or its licensed subsidiaries in connection with the merger to be
investigated and licensed or found suitable as part of the approval process relating to the transaction. The Nevada Gaming Authorities
may investigate any individual who has a material relationship to, or material involvement with, Harrah's, Caesars or their Nevada
gaming subsidiaries in order to determine whether the individual is suitable or should be licensed as a business associate of a gaming
licensee. The Nevada Gaming Authorities may deny an application for licensing for any cause that it deems reasonable. A finding of
suitahility is comparable to licensing, and both require submission of detailed personal and financia information followed by a
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If the Nevada Gaming Authorities were to find an officer, director or key employee unsuitable for licensing or unsuitable to continue
having arelationship with Harrah's, Caesars or their Nevada gaming subsidiaries, that entity would have to sever al relationships with
the person. In addition, the Nevada Gaming Commission may require Harrah's, Caesars or their Nevada gaming subsidiaries to
terminate the employment of any person who refuses to file appropriate applications. All individual s required to file applications for
findings of suitability and/or licensing in connection with the merger as officers, directors and key employees of Harrah's or its
licensed subsidiaries will file applications with the Nevada Gaming Authorities.

Harrah's may not make a public offering of its securities without the prior approval of the Nevada Gaming Commission if the securities
or the proceeds from the public offering of its securities are intended to be used to construct, acquire, or finance gaming facilitiesin
Nevada, or retire or extend obligationsincurred for those purposes. On November18, 2004, the Nevada Gaming Commission granted
Harrah's prior approval to make public offerings for aperiod of two years, subject to specified conditions, which isreferred to as the
shelf approval. Harrah's has applied for its renewal. Harrah' s anticipates that the issuance of securities by Harrah's in connection with
the merger will be covered by the shelf approval. The shelf approval, however, may be rescinded for good cause without prior notice
upon the issuance of an interlocutory stop order by the Chairman of the Nevada Gaming Control Board. The shelf approval does not
congtitute a finding, recommendation or approval of the Nevada Gaming Authorities as to the accuracy or adequacy of the offering
memorandum or the investment merits of the securities offered by the offering memorandum. Any representation to the contrary is
unlawful.

On November19, 2004, Caesars agreed to sell Caesars Tahoe to an affiliate of Columbia Sussex Corporation. This sale was subject to a
right of first refusal, whereby an unrelated third party might have exercised an option to purchase Caesars Tahoe. However, that party
notified Caesars on January20, 2005 that it chose not to exercise that option.

Mississippi Gaming Regulation. As aresult of Harrah's ownership and operation of Harrah's Tunica and Horseshoe Tunica, and
Caesars ownership and operation of Bally’s Tunica, Grand Casino Biloxi, Grand Casino Gulfport, Grand Casino Tunicaand Sheraton
Casino Hotel (Tunica), both Harrah's and Caesars are subject to the jurisdiction of the Mississippi gaming authorities. The ownership
and operation of casino gaming facilitiesin Mississippi are subject to the Mississippi Gaming Control Act and its regulations, which
are collectively referred to as the Mississippi Act, and various local regulations. The gaming operations of Harrah's and Caesars in
Mississippi are subject to the licenses and regulatory control of the Mississippi Gaming Commission. The Mississippi Act provides
that the acquisition of control of aregistered publicly traded corporation or a corporate licensee must be approved by the Mississippi
Gaming Commission.

In seeking approval to merge with Caesars, Harrah's must satisfy the Mississippi Gaming Commission asto avariety of stringent
standards. The Mississippi Gaming Commission will consider all relevant material factsin determining whether to grant the approval,
and may consider not only the effects of the merger but also any other facts that it deems relevant. Such facts may include, among
others:

«the business history of the applicant, including its record of financial stability, integrity and success of its operations, aswell as
its current business activities,and

whether the merger will create asignificant risk that Harrah's, Caesars or their subsidiaries will not satisfy their financial
obligations as they become due or satisfy al financial and regulatory requirements imposed by the Mississippi Act.

Certain officers, directors and key employees of Caesars prior to the merger, or of Harrah's after the merger, who will be actively and
directly involved in Caesars gaming activities may also be required to be found suitable or licensed by the Mississippi Gaming
Commission. Harrah' s will make any new applications for findings of suitability as may be required, and will aso request the transfer or
extension of any existing findings of suitability. The Mississippi Gaming Commission may deny an application for licensing or
registration for any cause that it deems reasonable. A finding of suitability is comparable to
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Because Harrah' s will assume Caesars' existing debt in the merger, any pledges, negative pledges or other restrictions on the transfer
of the equity securities of Harrah’s licensed or registered subsidiaries associated with all Caesars debt assumed by Harrah's, and any
pledges of the assets of or guarantees by Harrah' s licensed subsidiaries associated with Caesars' publicly traded debt assumed by
Harrah's, shall be ineffective unless approved in advance by the Mississippi Gaming Commission. Likewise, any pledges, negative
pledges or other restrictions on the transfer of the equity securities of Caesars Mississippi subsidiaries associated with existing
Harrah's bank debt shall be ineffective unless approved in advance by the Mississippi Gaming Commission.

On September27, 2004, Harrah' s and Caesars agreed to sell Harrah's Tunicaand Bally’s Tunica, respectively, to an affiliate of Colony
Capitd, LLC.

Indiana Gaming Regulation. As aresult of Harrah's ownership and operation of Harrah's East Chicago and Horseshoe Hammond,
and Caesars ownership and operation of Caesars Indiana, both Harrah's and Caesars are subject to the jurisdiction of the Indiana
gaming authorities. The ownership and operation of riverboat casino gaming facilitiesin Indiana are subject to the Riverboat Gambling
Act and its regulations, which are collectively referred to as the Indiana Act. Harrah' s and Caesars each have riverboat casino gaming
facilitiesin Indiana, which are subject to the licensing and regulatory control of the Indiana Gaming Commission, state and local liquor
authorities, United States Coast Guard regulations, Army Corps of Engineer permits and other local authorities. The Indiana Act
requires the approval of the Indiana Gaming Commission before an entity may acquire an interest of five percent or morein ariverboat
owner’slicense, including through a merger, stock acquisition, transfer, sale or purchase transaction. Therefore, the merger, asa
transfer of ownership in theriverboat license, requires the approval of the Indiana Gaming Commission.

To obtain approval from the Indiana Gaming Commission to transfer ariverboat owner’ s license, Harrah's must submit a completed
application to transfer ariverboat owner’s license and arequisite fee. Upon receipt of the application and fee, the Indiana State Police,
Gaming Division, will investigate Harrah's, its key persons and substantial owners, or persons owning five percent or more of
Harrah's, and will provide related information to the Indiana Gaming Commission. In connection with the merger, the Indiana Gaming
Commission may require both Harrah's and Caesars to provide confidential financia information to the Indiana Gaming Commission for
aconfidential evaluation of the financial stability of both companies prior to the merger and the financial stability of the combined
company. This evaluation may include an analysis of Harrah’s and Caesars management and their ability to effectively operate the
combined companies.

The Indiana Act requires the Indiana Gaming Commission to consider when determining whether to grant approval of atransfer of a
riverboat owner’s license, among other things:

«the character, reputation, experience and financial integrity of the applicant;

the adequacy of the capitalization to maintain ariverboat for the duration of the license;

the actions, if any, taken or recommended by any federal agency, including but not limited to, the Army Corps of Engineers, the

United States Coast Guard and the FTC;

the existence of skill, knowledge and experience in conducting a gambling operation;

«¢the economic impact on Indiana;

+the willingness of the applicant to accept the local economic development obligations undertaken by the predecessor

licensee;and
«such other standards, terms and conditions as may be adopted by the Indiana Gaming Commission.
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The Indiana Gaming Commission will also consider whether the merger, as atransfer of ownership in the riverboat license, isin the
best interest of the people and the State of Indiana by promoting tourism, assisting economic development and maintaining the public
confidence and trust in the gaming operations.

In addition to requiring approval of the Indiana Gaming Commission for the transfer of ariverboat owner’s license, the Indiana Act
also limits the number of riverboat owner’ s licenses that may be issued by the Indiana Gaming Commission to atota of ten. The
Indiana Act further limits the number of riverboat owner’s licenses that can be owned by any entity to two. Presently, Harrah's owns
and operates two riverboat gaming facilitiesin Indiana, Harrah’sin East Chicago, Indiana and Horseshoe Casino in Hammond, Indiana.
Caesarsis the mgjority owner and operator of Caesars Indianain Harrison County, Indiana. Pursuant to the license limitations under
the Indiana Act, it will be necessary for one of the three Harrah's and Caesars riverboat gaming facilitiesin Indiana to be transferred to
anon-related third party before the Indiana Gaming Commission may approve the transfer of Caesars' riverboat licensesin the merger,
and therefore, on September27, 2004, Harrah' s agreed to sell Harrah's East Chicago to an affiliate of Colony Capital, LLC. The approval
by the Indiana Gaming Commission of the transfer of any of Harrah’s or Caesars' Indiana riverboat gaming facilitiesto a non-related
third party prior to the merger is independent of the considerations necessary for the approval of the merger. There can be no
assurance that the approval of any transfer to athird party will be granted or will be granted on atimely basis or without the imposition
of burdensome conditions. Furthermore, any approval, if granted, does not constitute a finding, recommendation or approval by the
Indiana Gaming Commission as to the merits of the merger. Any representation to the contrary is unlawful.

The Indiana Act requires the pre-approval of debt transactions, whether new or assumed debt, of $1,000,000 or more. If the Indiana
Gaming Commission approves the transfer of ownership interest in Caesars pursuant to the merger, it will also consider financial
information regarding any debt transactions related to the merger, including the assumption of Caesars' outstanding debt by Harrah's
in the merger. The approval of any debt transactions related to the merger will generally be part of the approval of the transfer of
ownership interest pursuant to the merger.

The Indiana Act does not require the pre-approva of the Indiana Gaming Commission for apublic offering of securities. However, any
person acquiring an ownership interest of five percent or more of ariverboat gaming license owner, regardless of whether the interest
isdirect or indirect, as aresult of any public offering of securitiesis required to file an application with the Indiana Gaming Commission
and submit to a background investigation for the purpose of determining the person’s suitability to be a substantial owner of the
license owner. Qualifying ingtitutional investors must file with the Indiana Gaming Commission upon obtaining an ownership interest
of five percent and become subject to a background investigation upon acquiring a 15percent ownership interest. In addition, any
information disseminated by alicensee or licensee applicant which is later found to be inappropriate by another agency or the Indiana
Gaming Commission may give riseto adisciplinary action.

The Indiana Act requires the payment of atransfer fee in the amount of $2,000,000 by alicensed owner who purchases or otherwise
acquires a controlling interest in a second owner’s license.

On January11, 2005, Caesars agreed to acquire its partner’ s minority interest in Caesars Indianain order to become, as of the
consummation of that transaction, the sole owner and operator of Caesars Indiana.

Louisiana Gaming Regulation. Asaresult of Harrah's ownership and operation of Horseshoe Bossier City, Harrah's Lake Charles,
Harrah's Louisiana Downs (Bossier City) and Harrah's New Orleans, and Caesars' ownership and operation of Bally’s Casino New
Orleans, both Harrah's and Caesars are subject to the jurisdiction of the L ouisiana gaming authorities. The ownership and operation of
each of Harrah's and Caesars gaming operationsin Louisiana are subject to the Louisiana Gaming Control Act and its regulations.
The ownership and operation of Harrah's L ouisiana Downs race-track is subject to Louisiana Revised Statute Title4, Chapter4 (Horse
Racing) and its regulations, which, collectively with the Louisiana Gaming Control Act and its regulations, are referred to as the
Louisiana Act. The Louisiana Act imposes extensive restrictions and requirements upon gaming operators in the State of Louisiana
and
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makes gaming operations subject to the licensing and regulatory control of the Louisiana Gaming Control Board and the Louisiana
Racing Commission.

The Louisiana Gaming Control Board is responsible for issuing gaming licenses and enforcing the laws, rules and regulations relative
to riverboat gaming operations, slots machines at eligible racetrack facilities, and Harrah' s land-based operations in New Orleans.
Harrah's land-based operationsin New Orleans are also governed by a Casino Operating Contract with the State of Louisiana. The
Louisiana Racing Commission is responsible for issuing licenses and regulating horse racing at Harrah's Louisiana Downs facility.
Harrah’s may by required to seek the prior approval from the Louisiana Gaming Control Board of transactions related to the merger,
including the financing of the merger. The Louisiana Gaming Control Board may require action on the part of the Louisiana Racing
Commission prior to issuance of such approval.

If an approval related to the merger is required, the Louisiana Gaming Control Board and its investigative agency, the Office of the
State Police, may consider all relevant factsin determining whether to grant approval to certain transactions related to the merger.
These facts include, without limitation:

«the suitability of any person who has or controls, directly or indirectly, five percent or more ownership, income, profit or
economic interest in Harrah' s or its L ouisiana subsidiaries after the completion of the merger;

«the suitability of any person who receives five percent or more revenue interest in the form of acommission, finder’s fee or loan
repayment as aresult of the transaction or otherwise;

«the suitability of any person who has the ability, in the opinion of the Louisiana Gaming Control Board, to exercise asignificant
influence over any Harrah's Louisiana licensee;

«the business history of Harrah's, including its record of financia stability, itsintegrity and the success of its operationsin
Louisiana and el sawhere;and

«the adequacy of the proposed financing, and whether the merger will create any risk that the various entities will be unable to
satisfy their financial and regulatory obligations to the state and otherwise, including without limitation, Harrah' s guaranty of
minimum daily contributions required by the Louisiana Act and the Casino Operating Contract, and the debt being assumed
under the merger agreement.

A gaming license is deemed to be a privilege under Louisianalaw and as such alicense may be revoked, suspended, conditioned or
limited at any time by the Louisiana Gaming Control Board. The Louisiana Gaming Control Board has similar discretion asto the
approval of transactions related to the merger.

On October22, 2004, Caesars agreed to sell Bally's Casino New Orleans to an affiliate of Columbia Sussex Corporation.

New Jersey Gaming Regulation. As aresult of Harrah's ownership and operation of Harrah's Atlantic City and Showboat Atlantic
City, and Caesars ownership and operation of Atlantic City Hilton, Bally’s Atlantic City and Caesars Atlantic City, both Harrah’s and
Caesars are subject to the jurisdiction of the New Jersey gaming authorities. The ownership and operation of hotel-casino facilities and
gaming activitiesin Atlantic City, New Jersey are subject to extensive state regulation under the New Jersey Casino Control Act, or the
New Jersey Act, and related regulations of the New Jersey Casino Control Commission, or the New Jersey Commission. Harrah's and
Caesars' current gaming operationsin New Jersey are subject to the authority of the New Jersey Commission and the New Jersey
Division of Gaming Enforcement, which isreferred to as the New Jersey Division. The merger requires prior regulatory approval by the
New Jersey Commission.

For an applicant to be granted a casino license under the New Jersey Act, officers, directors and certain key employees must be
licensed or qualified by the New Jersey Commission. Similar approvals must be granted for the applicant’ sintermediary and holding
companies, and certain owners and financial
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sources. The New Jersey Division investigates the applicant for a casino license and makes recommendations to the New Jersey
Commission concerning the qualification for licensure and whether transfer of the securities or ownership interest in the casino
licensee should be approved. The laws and regulations governing licensure and qualification concern primarily:

«the financial stability and responsibility, good character, honesty, integrity and business ability of the applicant, its officers,
directors, key employees, financial backers, investors and others financially interested in the casino;
«the nature of casino hotel facilities;and

«the operating methods and financial and accounting practices used in connection with casino operations.

In addition, the New Jersey Commission must be satisfied that the merger will not result in undue economic concentration in the
Atlantic City casino industry.

The New Jersey Act imposes certain restrictions on the ownership and transfer of any security or ownership interest in a casino
licensee or any non-publicly traded subsidiary or holding company and requires prior approval of transferred control of acasino
licensee. The New Jersey Act requires that the sale, assignment, transfer, pledge or other disposition of any security issued by a
corporation that holds a casino license is conditional and shall be ineffective if disapproved by the New Jersey Commission. If at any
time the New Jersey Commission finds that an owner or holder of any security of a casino licensee or holding company is not qualified
under the New Jersey Act, the New Jersey Commission may propose remedial action, including divestiture of the securities held. If
disqualified personsfail to divest themselves of the securities, the New Jersey Commission may revoke or suspend the license.

Harrah' s will notify the New Jersey Commission and New Jersey Division of any new debt or equity issued in order to finance the
merger and provide each with required documentation, including lists of the holders or lenders, and may have to petition the New
Jersey Commission for waiver of the security holder requirement subsequent to the incurrence of the debt or issuance of the equity
securities. If any necessary waivers are not granted, the holder will either have to be found qualified by the New Jersey Commission or
divest itself of itsinterest.

In seeking approval of the New Jersey Commission, Harrah’ s must satisfy the New Jersey Commission and the New Jersey Division
that the merger meets all requirements of the New Jersey Act. In determining whether to grant the approvals, the New Jersey
Commission will consider all relevant facts, including whether:

«each officer, director, certain owners and others having the ability to control the casino licensees, holding companies and
intermediary companies, key employees and certain financial sources and investors meet the standards for qualification;

the agreement to transfer a security holding in a casino licensee or holding or intermediary company contains certain required
provisions, including an approved provision for divestiture in the event the applicant is found unqualified for licensure;

«the proposed financing of the merger is adequate and whether, after the merger, Harrah' swill possess the requisite financial
stability;and

«the merger will result in undue economic concentration in Atlantic City casino operations.

The regulations of the New Jersey Commission define “undue economic concentration” to mean that a person would have such actual
or potential domination of the casino gaming market in Atlantic City as to substantially impede or suppress competition among casino
licensees or adversely impact the economic stability of the casino industry in Atlantic City. In determining whether the merger will
result in undue economic concentration, the New Jersey Commission will consider the following:

the total number of licensed casinosin New Jersey;
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the total casino and casino simulcasting facility square footage;

«the number of guest rooms;

«¢the number of slot machines;

the number of table games,

net revenue;

table game win;

«d ot machinewin;

«table game drop;

«dlot machine drop;

«the number of casino hotel employees;

«the estimated increase in the market shares in the categories above if the person isissued or permitted to hold the casino license;
whether the licensed casinos held or to be held by the person have separate organizational structures or other independent
obligations;

the relative market shares in the categories above of other persons holding casino licenses;

«the current and projected financial condition of the casino industry;

«the potential impact of licensure on the projected future growth and development of the casino industry and Atlantic City;
«current market conditions including competition levels, consumer demand, market concentration and consolidation trends in the
casino industry and any other relevant characteristics of the market;

‘arriersto entry into the casino industry, including the licensure requirements of the Act, and whether the issuance or holding of
acasino license by the person will operate as abarrier to new companies and individuals desiring to enter the market;

whether the issuance or holding of the license by the person will adversely impact on consumer interests, or whether such
issuance or holding is likely to result in enhancing the quality and customer appeal of products and services offered by casino
licenseesin order to maintain or increase their respective market shares;

whether arestriction on the issuance or holding of an additional license by the person is necessary in order to encourage and

preserve competition and to prevent undue economic concentration in casino operations,;and
«any other evidence deemed relevant by the New Jersey Commission.

If the New Jersey Commission finds that Harrah' s will not continue to possess financial stability, integrity and responsibility asa
result of the financing of the merger, or that the merger will result in undue economic concentration in the Atlantic City casino
industry, the Commission could deny approval of the merger or condition approval upon the satisfaction of certain conditions
including, but not limited to, the divestiture of the applicant’s interest in one or more casino in Atlantic City.

On September27, 2004, Caesars agreed to sell the Atlantic City Hilton to an affiliate of Colony Capital, LLC.
Ontario Gaming Regulation. Asaresult of Caesars’ fiftypercent indirect ownership in Windsor Casino Limited, the operator of
Casino Windsor, Caesars is subject to the jurisdiction of the Ontario gaming authorities. The gaming operationsin Ontario are subject
to the regulatory control of the Alcohol and Gaming Commission of Ontario, which isreferred to asthe AGCO, pursuant to the Ontario
Ganming
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Control Act and its regulations, which isreferred to as the Ontario Act, and certain contractual obligations to the Ontario L ottery and
Gaming Corporation, aprovincial crown corporation owned by the Province of Ontario. Windsor Casino Limited is required under the
Ontario Act to be registered as a casino operator with the AGCO and must operate in accordance with the terms and conditions of its
registration.

The Ontario Act provides that the AGCO may require submission of disclosures and informational material from any person who has
an interest in agaming facility in Ontario. This includes parent companies and their directors and officers.

Although neither the merger, a public offering of securities by Harrah's or Caesars, nor the proxy statement requires the approval of
the AGCO, the Registrar of the AGCO may, at any time, revoke, suspend or refuse to renew aregistration for any reason that would
have disentitled the registrant to registration. The criteriato be considered in connection with the registration under the Ontario Act
include:

« the financia responsibility;
« the integrity and honesty;and

«the public interest;

as each relates to the applicant and persons interested in the applicant, such as parent companies and their directors and officers.

The Registrar of the AGCO is entitled to make inquiries and conduct investigations as it deems necessary to determine that applicants
for registration meet the requirements of the Ontario Act.

Pursuant to the Ontario Act and the terms and conditions of Windsor Casino Limited' s registration, the Registrar of the AGCO must
approve any change in the directors and officers of Windsor Casino Limited and any change in the directors and officers of Windsor
Casino Limited' s parent companies who exercise any advisory or decision-making functionsin relation to Windsor Casino Limited.

Nova Scotia Gaming Regulation. As aresult of Caesars' ninety-fivepercent indirect partnership interest in Metropolitan
Entertainment Group, or Metropolitan, the operator of Casino Nova Scotia (Halifax) and Casino Nova Scotia (Sydney), Caesarsis
subject to the jurisdiction of the Nova Scotia gaming authorities. The gaming operations in Nova Scotia are subject to the regulatory
control of the Nova Scotia Alcohol and Gaming Authority, which isreferred to asthe NSAGA, pursuant to the Nova Scotia Gaming
Control Act and its regulations, which isreferred to as the Nova Scotia Act, and certain contractual obligations to the Nova Scotia
Gaming Corporation, aprovincial crown corporation owned by the Province of Nova Scotia. Metropolitan is required under the Nova
Scotia Act to maintain registration as a casino operator with the NSAGA and must operate in accordance with the terms and
conditions of its registration.

Under the Nova Scotia Act, the NSAGA must be notified within 15days of any change in the information contained in the application
for the license and must provide a disclosure form in the case of any change in the officers or directors of a partner of a casino operator
or any change in the beneficial ownership of the casino operator.

Although neither the merger, a public offering of securities by Harrah's or Caesars, nor the proxy statement requires the approval of
the NSAGA, the NSAGA has the power to suspend or to revoke aregistration at any time for any reason that would have disentitled a
party to obtain registration or renewal of registration. Grounds for suspension or revocation include:

thelack of financia responsibility;
the lack of integrity and honesty;

failureto act in the public interest;and
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as each relates to the applicant and persons interested in the applicant, such as parent companies and their directors and officers.

The Nova Scotia Act aso provides that the Director of Registration may require information or material and may conduct
investigations concerning any person who has an interest in the casino including parent companies and their directors and officers.

Additional Gaming Regulation. Harrah’s and Caesars are al so subject to a variety of gaming regulations in the other jurisdictionsin
which they operate, which include Arizona, Audtralia, Cdlifornia, Delaware, Illinois, lowa, Kansas, Missouri, North Carolina, South
Africaand Uruguay. Certain of the gaming regulatory authorities in these jurisdictions may require approval of certain aspects of the
merger, the issuance of Harrah’'s common stock in the merger or the other transactions contemplated by the merger agreement, either
prior to or after the completion of the merger.

On December24, 2004, Caesars agreed to sell itsinterest in Caesars Gauteng, a casino resort near Johannesburg, South Africato
Peermont Global Limited and Marang (East Rand) Gaming Investments.

Harrah'swill make all filings with the appropriate regulatory authorities and take all other actions necessary, in each casein atimely
manner, to obtain the approvals necessary under all applicable gaming regulations in each of these jurisdictions in order to complete
the merger and the other transactions contemplated by the merger agreement. There can be no assurance that the approvals will be
granted or will be granted on atimely basis. Any approval, if granted, does not constitute a finding, recommendation or approval by
the applicable regulatory authority as to the merits of the merger. Any representation to the contrary is unlawful. For further
information regarding the obligations of Harrah's and Caesars with regards to governmental and regulatory matters, see “ The Merger
Agreement— Regulatory and Antitrust Approval” on pagel07.

Harrah's and Caesars have not yet obtained any of the governmental or regulatory approvals required to complete the merger.

Material United States Federal Income Tax Consequences

The following discussion describes the material U.S.federal income tax consequences of the merger to Harrah's, Caesars, Harrah's
stockholders and U.S.holders (as defined below) of Caesars common stock. This summary is based on the Internal Revenue Code of
1986, as amended, Treasury Regulations promulgated thereunder, judicial opinions, and administrative pronouncements and published
rulings of the Internal Revenue Service, all asin effect on the date of thisjoint proxy statement/ prospectus. These authorities may
change, possibly retroactively, resulting in U.S.federal income tax consequences different from those set forth below. We have not
sought, and will not seek, any ruling from the IRS with respect to the U.S.federal income tax consequences of the merger. There can be
no assurance that the IRS will not take a contrary position regarding the tax consegquences of the merger described in this discussion
or that any such contrary position would not be sustained.

Thisdiscussionislimited to U.S.holders who hold their shares of Caesars common stock as a capital asset within the meaning of
Section1221 of the Internal Revenue Code (generally, property held for investment). This discussion does not address al of the federal
income tax consequences that may be relevant to stockholdersin light of their particular circumstances, and does not address the tax
consequences arising under the laws of any state, local or foreign jurisdiction. In addition, this discussion does not consider any
specific facts or circumstances that may be relevant to a stockholder subject to special rules under U.S.federal income tax laws,
including without limitation:

banks, insurance companies and other financia ingtitutions;
«partnerships or other entities treated as partnerships or flow-through entities;

tax-exempt organizations,

tax-qualified retirement plans;
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«dealersin securities or currencies;
dradersin securities that elect to use the mark-to-market method of accounting for their securities holdings;

¢persons that hold Caesars common stock as part of a hedge, straddle, or other risk reduction strategy or as part of a constructive
sale or conversion transaction;

spersons who acquired their shares of Caesars common stock upon the exercise of employee stock options or otherwise as
compensation;

spersons whose functional currency is not the U.S.dollar;and

sstockholders who are not U.S.holders.

If apartnership or other entity taxed as a partnership holds Caesars common stock, the tax treatment of a partner in the partnership
generally will depend upon the status of the partner and the activities of the partnership. Partnerships and partnersin such a
partnership should consult their tax advisors about the tax consequences of the merger to them.

The statements of law or legal conclusions in this discussion constitute the opinions of Latham Watkins LLP and Skadden, Arps,
Slate, Meagher Flom LLP asto the material United States federal income tax consequences of the merger. Such opinions are based on,
and assume the truth and accuracy of, the statements, covenants, representations and warranties contained in the merger agreement
(including al exhibits and schedules thereto) and this joint proxy statement/ prospectus. Such opinions also are based on the
assumptions that the merger will be consummated in the manner contemplated by, and in accordance with the provisions of, the merger
agreement and thisjoint proxy statement/ prospectus, and that the merger will be effective under the laws of the State of Delaware.
Such opinions further assume that the parties have complied with and, if applicable, will continue to comply with, the covenants
contained in the merger agreement and this joint proxy statement/ prospectus. Any inaccuracy in the foregoing assumptions could
adversely affect such opinions.

Caesars stockholdersare strongly urged to consult their own tax advisor sregarding the specific U.S.federal incometax
consequences of the merger to them in light of their particular situation, aswell any tax consequencesarising under any state, local
or foreign tax lawsor any other federal tax laws.

For purposes of this discussion, we use the term “U.S.holder” to mean a beneficial owner of Caesars common stock that for
U.S.federal income tax purposesis:

«acitizen or resident of the United States;

«acorporation or partnership, or other entity treated as a corporation or partnership for federal income tax purposes, created or
organized in or under the laws of the United States or any State or the District of Columbig;
«an estate that is subject to U.S.federal income tax on itsincome regardless of its source;or

atrugt, the substantial decisions of which are controlled by one or more U.S.persons and which is subject to the primary
supervision of aU.S.court, or atrust that validly has elected under applicable Treasury Regulations to be treated as a U.S.person
for U.S.federal income tax purposes.

Structure of the Merger

As acondition to completing the merger, Harrah' s must receive from Latham Watkins LLP, and Caesars must receive from Skadden,
Arps, Slate, Meagher Flom LLP, an opinion dated as of closing that the merger qualifies as a reorganization within the meaning of
Section368(a) of the Internal Revenue Code. Each opinion will be based on customary factual assumptions and representations, as set
forth in representation letters to be delivered by each of Harrah's and Caesars at the time of closing, substantialy in the form of
ExhibitsB and C to the merger agreement, which assumptions and
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representations must continue to be true and accurate in all respects as of the closing. The opinions also will assume that the merger
will be completed according to the terms of the merger agreement. An opinion of counsel represents such counsel’s best legal
judgment and is not binding on the IRS or any court.

However, if either counsel is unable to render an opinion that the merger qualifies as a reorgani zation within the meaning of
Section368(a) of the Internal Revenue Code, then at the option of either Harrah's or Caesars, acting reasonably, the merger will be
restructured in a manner intended to qualify as atransaction described in Section351 of the Internal Revenue Code. This restructuring
could occur if, for example, the aggregate value of the stock consideration in the merger, as aresult of adeclinein the sale price of a
share of Harrah’s common stock between the date of the merger agreement and the anticipated closing date of the merger, would be
less than 45% of the aggregate value of all merger consideration, with the shares of Harrah's common stock being valued as of the
anticipated closing date. The material tax consequences of a transaction described in Section351 of the Internal Revenue Code
generally would be the same as those described below.

Tax Consequences of the Merger

If the merger qualifies as a reorganization within the meaning of Section368(a) of the Internal Revenue Code, subject to the
qualifications and assumptions set forth in this discussion, the material U.S.federal income tax consequences of the merger are as
follows:

no gain or losswill be recognized by Harrah's, Caesars or Harrah's stockholders;
«Caesars stockhol ders that receive solely Harrah's common stock in the merger will not recognize gain or loss;

«Caesars stockhol ders that receive a combination of cash and Harrah’s common stock generally will recognize capital gainin an
amount equal to the lesser of (i)the excess of the amount of cash plus the fair market value of any Harrah’s common stock
received in the merger over such stockholder’ stax basis in the Caesars common stock exchanged in the merger or (ii)the amount
of cash received in the merger. No loss may be recognized, except for loss resulting from the receipt of cash in lieu of afractional
share of Harrah’s common stock. Gain or loss must be cal culated separately for each identifiable block of Caesars common stock
exchanged in the merger and aloss realized on one block of Caesars common stock cannot be used to offset again realized on
another block of Caesars common stock;

«Caesars stockholders that receive solely cash generally will recognize capital gain or loss in an amount equal to the difference
between such stockholder’ s tax basis in the Caesars common stock exchanged in the merger and the amount of cash received in
the merger. Gain or loss must be calculated separately for each identifiable block of Caesars common stock exchanged in the
merger;

«a Caesars stockholder’ s aggregate tax basis in (i)the shares of Harrah’s common stock received in the merger plus (ii)any
fractional share of Harrah’s common stock for which such stockholder receives cash, will be the same as such stockholder’s
aggregate tax basis in the Caesars common stock exchanged in the merger, decreased by the amount of any cash received by
such stockholder in the merger, and increased by the amount of any gain recognized by such stockholder in the merger,
including any portion of gain that is treated as a dividend. For these purposes, any cash received in lieu of afractional share of
Harrah's common stock and any gain recognized on the receipt of such cash will not be taken into account;

«a Caesars stockholder’ s holding period with respect to the shares of Harrah's common stock received in the merger will include
the holding period of the Caesars common stock exchanged therefor;
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«Caesars stockholders who receive cash in lieu of afractional share of Harrah’s common stock generally will recognize capital
gain or lossin an amount equal to the difference between the amount of cash received and such stockholder’ s tax basisin the
fractional share.

Tax Character of Gain

In the case of Caesars stockholders having no direct or indirect control over Harrah's corporate affairs, any gain should be treated as
capital gain for U.S.federal income tax purposes. However, there are circumstances under which all or a part of any gain that a Caesars
stockholder recognizes in the merger could be treated as a distribution of a dividend instead of capital gain to the extent of the
stockholder’ s ratable share of undistributed accumulated earnings and profits of the corporation. Due to the inherently factual nature
of this determination, Caesars stockholders are encouraged to consult their own tax advisors to determine whether any gain recognized
in the merger could be treated as a distribution of a dividend.

Caesars Stockholders Exercising Dissenters’ Appraisal Rights

A Caesars stockholder who dissents to the merger generally will recognize capital gain or loss in a net aggregate amount equal to the
difference between the amount of cash received and the stockholder’ s tax basis in the dissenting shares. Although thereis no
authority directly on point, it is possible that a stockholder will be required to recognize gain or loss upon completion of the merger,
and in advance of the receipt of any cash payment, in an amount generally equal to the trading price of Caesars common stock upon
completion of the merger less such stockholder’ s tax basis in the dissenting shares. In this event, capital gain or loss also would be
recognized by the stockholder at the time the stockholder receives cash payment of the appraised fair market value of the dissenting
shares, to the extent that such payment differs from the trading price of Caesars common stock upon completion of the merger. A
portion of such payment may be characterized as interest income.

Backup Withholding

Non-corporate holders of Caesars common stock may be subject to backup withholding on any cash payments received in the merger.
However, backup withholding may be avoided if a stockholder:

furnishes a correct taxpayer identification number and certifiesthat it is not subject to backup withholding on the substitute IRS
FormW-9 or any successor form included in the letter of transmittal to be delivered to Caesars stockholders following the
completion of the merger;

¢provides a certification of foreign status on IRS FormW-8BEN or any successor form;or

1s otherwise exempt from backup withholding and properly establishes such exemption.

Backup withholding is not an additional tax, and any amounts withheld may be allowed as arefund or credit against a stockholder’s
U.Sfedera incometax liability, provided the stockholder furnishes the required information to the IRS.

Tax matters are complicated, and the tax consequences of the merger to each Caesars stockholder will depend on the facts of each
stockholder’ s situation. Caesars stockholders are strongly urged to consult their own tax advisors regarding the specific U.S.federa
income tax consequences of the merger to them in light of their particular situation, as well any tax consequences arising under any
state, local or foreign tax laws or any other federal tax laws.

Accounting Treatment
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In accordance with accounting principles generally accepted in the United States, Harrah’ s will account for the merger as a business
combination. Upon the completion of the merger, Harrah' swill record the cash consideration, the market value of its common stock
issued (based on an average of the closing prices of Harrah’s common stock for arange of trading days from two days before and after
July14, 2004, the announcement date) in the merger, the fair value of Caesars' outstanding debt at the
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time of the merger, the fair value of Harrah's options issued in exchange for options to purchase shares of Caesars common stock
outstanding at the effective time of the merger and the amount of direct transaction costs associated with the merger, as the estimated
purchase price of acquiring Caesars. Harrah'swill alocate the estimated purchase price to the tangible and identifiable intangible
assets acquired and liabilities assumed based on their respective fair values at the effective time of the merger. Any excess of the
estimated purchase price over the fair value of net assets acquired will be accounted for as goodwill.

In accordance with the Statement of Financial Accounting Standards No.142, “Goodwill and Other Intangible Assets,” goodwill
resulting from the business combination will not be amortized but instead will be tested for impairment at least annually (more
frequently if certain indicators are present). In the event that Harrah’' s management determines that the value of goodwill has become
impaired, the combined company will incur an accounting charge for the amount of impairment during the fiscal quarter in which the
determination is made.

Ligting of Harrah’s Common Stock

Harrah’swill use all reasonable efforts to cause the shares of Harrah’s common stock to be issued in connection with the merger to be
approved for listing on the NY SE upon the compl etion of the merger.

Dissenters' Rights of Appraisal

Under Delaware law, holders of Harrah's common stock are not entitled to dissenters’ appraisal rights in connection with the issuance
of Harrah’s common stock in the merger.

Holders of shares of Caesars common stock who do not vote in favor of approving and adopting the merger agreement and the
transactions contemplated by the merger agreement, including the merger, and properly demand appraisal of their shareswill be
entitled to appraisal rights pursuant to the merger agreement under Section262 of the DGCL, which isreferred to as Section262.

Thefollowing discussion isnot a complete discussion of the law pertaining to appraisal rights under Section262 and isqualified in
itsentirety by thefull text of Section262 which isattached to thisjoint proxy statement/ prospectus as AnnexE. The following
summary does not congtitute any legal or other advice, nor doesit congtitute a recommendation that Caesar s stockholdersexercise
their right to seek appraisal under Section262. All referencesin Section262 and in thissummary to a“ stockholder” aretothe
record holder of the shares of Caesarscommon stock asto which appraisal rightsare asserted. A person having a beneficial interest
in shares of Caesarscommon stock held of record in the name of another person, such asabroker, fiduciary, depositary or other
nominee, must act promptly to causetherecord holder to follow the seps summarized below properly and in atimely manner to
perfect appraisal rights.

Under Section262, persons who hold shares of Caesars common stock who do not vote in favor of approval and adoption of the
merger agreement and the transactions contemplated by the merger agreement, including the merger, and who otherwise follow the
procedures set forth in Section262 will be entitled to have their shares appraised by the Delaware Court of Chancery and to receive
payment of the “fair value” of the shares, exclusive of any element of value arising from the accomplishment or expectation of the
merger, together with afair rate of interest, if any, as determined by the court.

Under Section262, where a merger is to be submitted for approval at a meeting of stockholders, asin the case of the approval of the
merger agreement and the transactions contemplated by the merger agreement, including the merger, by Caesars stockholders, the
corporation, not less than 20days prior to the meeting, must notify each of its stockholders entitled to appraisal rights that appraisal
rights are available and include in the notice a copy of Section262. Thisjoint proxy statement/ prospectus shall constitute the notice,
and the full text of Section262 is attached to this joint proxy statement/ prospectus as AnnexE. Any holder of Caesars common stock
who wishes to exercise appraisal rights or who wishesto preserve such holder’ s right to do so, should review the following discussion
and AnnexE carefully
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because failure to timely and properly comply with the procedures specified will result in the loss of appraisal rights. Moreover, due to
the complexity of the procedures for exercising the right to seek appraisal, Caesars stockholders who are considering exercising such
rights are urged to seek the advice of legal counsel.

Any Caesars stockholder wishing to exercise appraisal rights under Section262 must:

«deliver to Caesars, before the vote on the approval and adoption of the merger agreement and the transactions contemplated by
the merger agreement, including the merger, at the Caesars special meeting, awritten demand for the appraisa of the
stockholder’s shares;

ot vote its shares of common stock in favor of approval and adoption of the merger agreement and the transactions
contemplated by the merger agreement, including the merger;and

<hold of record the shares of Caesars common stock on the date the written demand for appraisal is made and continue to hold
the shares of record through the effective time of the merger.

A proxy that is signed and does not contain voting instructions will, unless revoked, be voted in favor of the approval and adoption
of the merger agreement and the transactions contemplated by the merger agreement, including the merger, and it will constitute a
waiver of the stockholder’ s right of appraisal and will nullify any previously delivered written demand for appraisal. Therefore, a
stockholder who votes by proxy and who wishes to exercise appraisal rights must vote against the approval and adoption of the
merger agreement and the transactions contemplated by the merger agreement, including the merger, or abstain from voting on the
merger agreement.

Neither voting against the approval and adoption of the merger agreement and approval of the transaction (in person or by proxy), nor
abstaining from voting or failing to vote on the proposal to approve and adopt the merger agreement and the transactions
contemplated by the merger agreement, including the merger, will in and of itself constitute a written demand for appraisal satisfying
the requirements of Section262. The written demand for appraisal must be in addition to and separate from any proxy or vote. The
demand must reasonably inform Caesars of the identity of the holder as well asthe intention of the holder to demand an appraisal of
the “fair value” of the shares held by the holder. A stockholder’ s failure to make the written demand prior to the taking of the vote on
the approval and adoption of the merger agreement and the transactions contemplated by the merger agreement, including the merger,
at the Caesars special meeting will constitute awaiver of appraisal rights.

Only aholder of record of shares of Caesars common stock on the record date for the Caesars special meeting is entitled to assert
appraisal rights for the shares registered in that holder’s name. A demand for appraisal in respect of shares of Caesars common stock
should be executed by or on behalf of the holder of record, fully and correctly, as the holder’s name appears on the holder’ s stock
certificates, should specify the holder’ s mailing address and the number of shares registered in the holder’s name, and must state that
the person intends to demand appraisal of the holder’ s shares pursuant to the merger agreement. If the shares are owned of record in a
fiduciary capacity, such as by atrustee, guardian or custodian, execution of the demand should be made in that capacity. If the shares
are owned of record by more than one person, asin ajoint tenancy and tenancy in common, the demand should be executed by or on
behalf of al joint owners. An authorized agent, including an agent for two or more joint owners, may execute a demand for appraisal on
behalf of a holder of record. However, the agent must identify the record owner or owners and expressly disclose the fact that, in
executing the demand, the agent is acting as agent for the record owner or owners. A record holder such as a broker who holds shares
as nominee for several beneficial owners may exercise appraisal rights with respect to the shares held for one or more beneficia owners
while not exercising the rights with respect to the shares held for other beneficial owners. In such case, however, the written demand
should set forth the number of shares asto which appraisal is sought. If no number of sharesis expressly mentioned, the demand will
be presumed to cover all shares of Caesars common stock held in the name of the record owner. Stockholders who hold their sharesin
brokerage accounts or other nominee forms and who wish to exercise appraisal rights are urged to consult with their brokersto
determine the appropriate procedures for the making of ademand for appraisal by such a nominee.
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All written demands for appraisal pursuant to Section262 should be sent or delivered to Caesars Entertainment, Inc., 3930 Howard
Hughes Parkway, Las Vegas, Nevada 89109, Attention: Secretary.

Within ten days after the effective time of the merger, Harrah's Operating Company, or its successor in interest, which we refer to
generaly as the surviving corporation, must notify each holder of Caesars common stock who has complied with Section262 and who
has not voted in favor of the approval and adoption of the merger agreement and the transactions contemplated by the merger
agreement, including the merger, that the merger has become effective. Within 120days after the effective time of the merger, but not
thereafter, the surviving corporation or any holder of Caesars common stock who has complied with Section262 and is entitled to
appraisal rights under Section262 may file a petition in the Delaware Court of Chancery demanding a determination of the fair value of
the holder’ s shares. The surviving corporation is under no obligation to and has no present intention to file a petition. Accordingly, it
isthe obligation of the holders of Caesars common stock to initiate all necessary action to perfect their appraisal rights in respect of
shares of Caesars common stock within the time prescribed in Section262.

Within 120days after the effective time of the merger, any holder of Caesars common stock who has complied with the requirements
for exercise of appraisal rights will be entitled, upon written request, to receive from the surviving corporation a statement setting forth
the aggregate number of shares of Caesars common stock not voted in favor of the approval of the merger agreement and the
transactions contemplated by the merger agreement, including the merger, and the aggregate number of shares which have made
demands for appraisal. The statement must be mailed within ten days after a written request has been received by the surviving
corporation or within ten days after the expiration of the period for delivery of demands for appraisal, whichever islater.

If apetition for an appraisal istimely filed by a holder of shares of Caesars common stock and a copy is served upon the surviving
corporation, the surviving corporation will then be obligated within 20days to file with the Delaware Register in Chancery aduly
verified list containing the names and addresses of al stockholders who have demanded an appraisal of their shares and with whom
agreements as to the value of their shares have not been reached. After notice to the stockholders as required by the Court, the
Delaware Court of Chancery is empowered to conduct a hearing on the petition to determine those stockholders who have complied
with Section262 and who have become entitled to appraisal rights thereunder. The Delaware Court of Chancery may require the
stockholders who demanded payment for their shares to submit their stock certificates to the Register in Chancery for notation on the
certificates of the pending appraisal proceeding. If any stockholder fails to comply with the direction, the Delaware Court of Chancery
may dismiss the proceedings as to that stockholder.

After determining the holders of Caesars common stock entitled to appraisal, the Delaware Court of Chancery will appraise the “fair
value” of their shares, exclusive of any element of value arising from the accomplishment or expectation of the merger, together with a
fair rate of interest, if any, to be paid upon the amount determined to be the fair value. Stockholders considering seeking appraisal
should be aware that the fair value of their shares as so determined could be more than, the same as or less than the consideration they
would receive pursuant to the merger if they did not seek appraisal of their shares and that an investment banking opinion asto
fairness from afinancial point of view is not necessarily an opinion asto fair value under Section262. Y ou should not expect the
surviving corporation to offer more than the applicable merger consideration to any stockholder exercising appraisal rights and
Harrah' sreserves the right to assert, in any appraisal proceeding, that for purposes of Section262, the “fair value” of a share of
Caesars common stock is less than the applicable merger consideration.

Although Caesars believes that the merger consideration isfair, no representation is made as to the outcome of the appraisal of fair
value as determined by the Delaware Court of Chancery. Delaware courts have decided that the statutory appraisal remedy, depending
on factual circumstances, may or may not be a dissenter’ s exclusive remedy. The Delaware Court of Chancery will determine the
amount of interest, if any, to be paid upon the amounts to be received by persons whose shares of common stock of Caesars have
been appraised. If a petition for appraisal is not timely filed, then the right to an appraisal will cease.
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In determining fair value and, if applicable, afair rate of interest, the Delaware Court of Chancery isto take into account all relevant
factors. In Weinbergerv. UOP, Inc. , the Delaware Supreme Court discussed the factors that could be considered in determining fair
valuein an appraisal proceeding, stating that “proof of value by any techniques or methods which are generally considered acceptable
in the financial community and otherwise admissible in court” should be considered, and that “fair price obviously requires
consideration of all relevant factorsinvolving the value of the company.” The Delaware Supreme Court stated that, in making this
determination of fair value, the court must consider market value, asset value, dividends, earnings prospects, the nature of the
enterprise, and any other facts that could be ascertained as of the date of the merger that throw any light on future prospects of the
merged corporation. Section262 provides that fair value isto be “exclusive of any element of value arising from the accomplishment or
expectation of the merger.” In Cede Co.v. Technicolor, Inc. the Delaware Supreme Court stated that such exclusionisa* narrow
exclusion [that] does not encompass known elements of value,” but which rather applies only to the specul ative elements of value
arising from such accomplishment or expectation. In Weinberger, the Delaware Supreme Court construed Section262 to mean that
“elements of future value, including the nature of the enterprise, which are known or susceptible of proof as of the date of the merger
and not the product of speculation, may be considered.”

The costs of the action may be determined by the Court and levied upon the parties as the Court deems equitable. The Court may also
order that al or a portion of the expenses incurred by any stockholder in connection with an appraisal, including, without limitation,
reasonable attorneys fees and the fees and expenses of experts utilized in the appraisal proceeding, be charged pro rata against the
value of al the shares entitled to be appraised.

Any holder of shares of Caesars common stock who has demanded an appraisal in compliance with Section262 will not, after the
effective time of the merger, be entitled to vote the shares subject to the demand for any purpose or be entitled to the payment of
dividends or other distributions on those shares, except dividends or other distributions payable to holders of record of Caesars
common stock as of arecord date prior to the effective time of the merger.

Any Caesars stockholder may withdraw his or her demand for appraisal and accept the consideration offered pursuant to the merger
agreement by delivering to the surviving corporation awritten withdrawal of the demand for appraisal. However, any such attempt to
withdraw the demand made more than 60days after the effective date of the merger will require written approval of the surviving
corporation. No appraisal proceeding in the Delaware Court of Chancery will be dismissed without the approval of the Delaware Court
of Chancery, and such approval may be conditioned upon such terms as the Court deems just. If the surviving corporation does not
approve arequest to withdraw a demand for appraisal when that approval isrequired, or if the Delaware Court of Chancery does not
approve the dismissal of an appraisal proceeding, the stockholder will be entitled to receive only the appraised value determined in any
such appraisal proceeding, which value could be less than, equal to or more than the consideration being offered pursuant to the
merger agreement.

If any stockholder who demands appraisal of shares of Caesars common stock under Section262 failsto perfect, or effectively
withdraws or loses, such holder’ s right to appraisal, the stockholder’ s shares of Caesars common stock will be deemed to have been
converted at the effective time of the merger into the right to receive the merger consideration, subject to certain pro rata adjustments
described under the section entitled “The Merger Agreement— Merger Consideration— Stock Cap and Proration” on page97. A
stockholder will fail to perfect, or effectively lose or withdraw, the stockholder’ s right to appraisal if no petition for appraisal isfiled
within 120days after the effective time of the merger, or if the stockholder delivers to the surviving corporation a written withdrawal of
the holder’ s demand for appraisal and an acceptance of the merger consideration, except that any attempt to withdraw made more than
60days after the effective time of the merger will require the written approval of the surviving corporation and, once a petition for
appraisal isfiled, the appraisal proceeding may not be dismissed as to any holder absent court approval.
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Failure to follow the steps required by Section262 for perfecting appraisal rights may result in the loss of these rights. Consequently,
any stockholder willing to exercise appraisal rightsis urged to consult with legal counsel prior to attempting to exercise such rights.
Ddigting and Deregistration of Caesars Common Stock

If the merger is completed, Caesars common stock will be delisted from the NY SE and deregistered under the Securities Exchange Act
of 1934, as amended, or the Exchange Act, and Caesars will no longer file periodic reports with the SEC.

Restrictions on Sales of Sharesof Harrah’s Common Stock Received in the Merger

The shares of Harrah’s common stock to be issued in connection with the merger will be registered under the Securities Act of 1933
and will be freely transferable, except for shares of Harrah's common stock issued to any person who is deemed to be an “ affiliate” of
Caesars under the Securities Act of 1933 prior to the completion of the merger. Persons who may be deemed to be “affiliates’” of
Caesars prior to the completion of the merger include individuals or entities that control, are controlled by, or are under common
control with, Caesars prior to the merger, and may include officers and directors, as well as significant stockholders of Caesars prior to
the merger. Affiliates of Caesars prior to the merger may not sall any of the shares of Harrah’s common stock received by themin
connection with the merger except pursuant to:

«an effective registration statement under the Securities Act of 1933 covering the resale of those shares;
«an exemption under paragraph(d)of Rulel45 under the Securities Act of 1933;or

«any other applicable exemption under the Securities Act of 1933.

Harrah’ s registration statement on FormS-4, of which this joint proxy statement/ prospectusis a part, does not cover the resale of
shares of Harrah’s common stock to be received by affiliates of Caesarsin the merger.

Interests of Caesars Directorsand Executive Officersin the Merger
In considering the recommendation of the Caesars board of directors with respect to the merger, Caesars stockholders should be
aware that certain executive officers and directors of Caesars have interests in the transactions contemplated by the merger agreement

that may be different from, or in addition to, the interests of Caesars stockholders generally. The Caesars board of directors was aware
of these interests and considered them, among other matters, in making its recommendation.

Indemnification; Directors and Officers’ Insurance

Pursuant to the merger agreement, Harrah' swill, and will cause Harrah's Operating Company to indemnify Caesars' directors and
executive officers as described in the section entitled “ The Merger Agreement— Indemnification” on pagel11.

Caesars Employment and Change of Control Agreements

The following directors and executive officers of Cagsars are parties to an employment agreement and/or change of control agreement
with Caesars. Messrs.Stephen F. Bollenbach, Wallace R. Barr, Bernard E. DeLury,Jr., Wesley D. Allison and Clive S. Cummis.

Sephen F. Bollenbach
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Mr.Bollenbach’s employment agreement provides that, upon termination of his employment following a change of control by Caesars
without cause or by Mr.Bollenbach for good reason, heis entitled to receive: (i)alump-sum payment equal to 2.99 times the sum of
base salary and the higher of the annual
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bonus paid for the year in which the change of control occurs or for the immediately preceding year (fifty percent of whichis
consideration for certain restrictive covenants in Mr.Bollenbach’ s employment agreement, including confidentiality, non-competition
and non-solicitation provisions) and (ii)compensation previously deferred but not yet paid. Mr.Bollenbach’ s outstanding options will
vest upon termination of his employment by Caesars without cause or by Mr.Bollenbach for good reason and will remain exercisable
until December31, 2008. Mr.Bollenbach will be entitled to a“ gross-up” payment to compensate him for any excise tax on excess
parachute payments. Stockholder approval of the merger will constitute a change of control under Mr.Bollenbach’s employment
agreement.

For purposes of Mr.Bollenbach’s employment agreement, good reason generally includes: (i)assignment of dutiesinconsistent with
his position or material diminution in position, authority or reporting requirements; (ii)failure of Caesarsto pay his compensation;
(iii)any purported termination of his employment other than as permitted in the agreement; and (iv)failure to require a successor to
assume the agreement. Following a change of control, Mr.Bollenbach may terminate his employment for no reason or any reason
during the 30-day period immediately following the first anniversary of the change of control and receive the same severance he would
receiveif he terminated his employment for good reason.

Wallace R. Barr

Employment Agreement. Mr.Barr’ s employment agreement provides that, following a change of control, upon termination of his
employment by Caesars other than for cause, death or disability, or by Mr.Barr for good reason, heis entitled to receive: (i)alump-sum
severance payment equal to 2.99 times the sum of base salary and the higher of the annual bonus paid for the year in which the change
of control occurs or for the immediately preceding year (fifty percent of which is consideration for certain restrictive covenantsin
Mr.Barr’s employment agreement, including confidentiality, non-competition and non-solicitation provisions); (ii)alump-sum payment
in respect of various accrued cash obligations (including unpaid salary, a pro rata bonus for the year of termination, compensation
previously deferred but unpaid and accrued but unpaid vacation); and (iii)continued health and life insurance benefits through
March31, 2006. If Mr.Barr’s employment is terminated following a change of control, he and his family will be entitled to lifetime health,
medical, prescription and dental benefits. Caesars will also pay Mr. Barr’s brokerage commissions, transfer taxes and closing costs
incurred in selling his Las Vegas residence or will purchase the residence under certain conditions. Mr.Barr’s employment agreement
provides that upon a change of control, all options and stock retention units vest and Caesars will continue to insure and indemnify
him for not less than three years after the termination date. Mr.Barr’s supplemental retirement benefit will become fully vested upon a
change of control as further consideration for Mr.Barr’ s restrictive covenants. Mr.Barr will be entitled to a“gross-up” payment to
compensate him for any excise tax on excess parachute payments. Stockholder approval of the merger will constitute a change of
control under Mr.Barr’s employment agreement.

For purposes of Mr.Barr’s employment agreement, good reason includes, generally: (i)assignment of duties inconsistent with his
position or material diminution in position, authority or reporting requirements; (ii)failure of Caesarsto pay his compensation,;
(iii)relocation from Las Vegas, Nevada or relocation further than 50 miles from Atlantic City, New Jersey or the Borough of Manhattan;
(iv)any purported termination of his employment other than as permitted in the agreement; (v)failure to re-elect him to the board; and
(vi)failure to require a successor to assume the agreement. Additionally, Mr.Barr may terminate his employment for no reason or any
reason during the 30-day period immediately following the first anniversary of the change of control and receive the same severance he
would receiveif he terminated his employment for good reason.

Change of Control Agreement. Mr.Barr’s change of control agreement entitles him to receive, upon termination of his employment
following a change of control by Caesars other than for cause, death or disability: (i)alump-sum severance payment equal to 2.99times
the sum of base salary and the higher of the annual bonus paid for the last full fiscal year ending during the employment period or for
the last full fiscal year prior to the change of control (fifty percent of which is consideration for certain restrictive
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covenantsin Mr.Barr’ s employment agreement, including confidentiaity, non-competition and non-solicitation provisions); (ii)apro
rata bonus for the year of termination (based on the annual bonus as determined according to clause(i)); (iii)alump-sum payment equal
to unpaid compensation previously deferred and accrued vacation; (iv)continued health and life insurance benefits through March31,
2006; and (v)alump-sum payment equal to the amount which Caesars would have credited to his account under the deferred
compensation plan from the date of termination through March31, 2006 if he had deferred the average amount deferred in the prior
12months. Mr.Barr will be entitled to a“ gross-up” payment to compensate him for any excise tax on excess parachute payments.
Completion of the merger will constitute a change of control under Mr.Barr’s change of control agreement.

For purposes of Mr.Barr’s change of control agreement, good reason includes, generally: (i)assignment of duties inconsistent with his
position or material diminution in position, authority or reporting requirements; (ii)failure of Caesarsto pay his compensation;
(iii)relocation further than 35miles from Las Vegas, Nevada; (iv)any purported termination of his employment other than as permitted in
the agreement; and (v)failure to require a successor to assume the agreement. Additionally, Mr.Barr may terminate his employment for
Nno reason or any reason during the 30-day period immediately following the first anniversary of the change of control and receive the
same severance he would receive if he terminated his employment for good reason.

Bernard E. Delury,Jr.

Employment Agreement. Under Mr.DeLury’ s employment agreement, upon termination of his employment by Caesars without cause,
he is entitled to receive: (i)base salary through the longer of the balance of term (May25, 2007) or 12months; (ii)a lump-sum severance
payment equal to the greater of (x)the average of the annual bonus for the three years prior to such termination or (y)the annual bonus
paid for the prior year; and (iii)continued health and dental benefits through May25, 2007. All options and stock retention units will
vest and become exercisable upon termination of Mr.DelL ury’s employment by Caesars without cause.

Change of Control Agreement. Under Mr.Delury’ s change of control agreement, upon termination of his employment following a
change of control by Mr.DeLury for good reason or by Caesars other than for cause, disability or death, heis entitled to receive: (i)a
lump-sum severance payment equal to two times the sum of base salary plus the higher of the annual bonus paid for the last full fiscal
year ending during the employment period or for the last full fiscal year prior to the change of control (fifty percent of whichis
consideration for certain restrictive covenantsin Mr.DeL ury’ s employment agreement, including confidentiality, non-competition and
non-solicitation provisions); (ii)a pro rata bonus for the year of termination (based on the annual bonus as determined according to
clause(i)); (iii)alump-sum payment equal to unpaid compensation previously deferred and accrued vacation; (iv)alump-sum payment
equal to the amount which Caesars would have credited to his account under the deferred compensation plan from the date of
termination through the date that is three years following the change of control if he had deferred the average amount deferred in the
prior 12months; and (v)continued health and life insurance benefits through the date that is three years following the change of
control date or such longer period provided in the employment agreement or any plan, program, practice or policy. Mr.DeL ury will be
entitled to a“gross-up” payment to compensate him for any excise tax on excess parachute payments. Completion of the merger will
congtitute a change of control under Mr.DeL ury’s change of control agreement.

For purposes of Mr.DelLury’s change of control agreement, “good reason” includes, generally: (i)assignment of duties inconsistent
with his position or material diminution in position, authority or reporting requirements; (ii)failure of the Company to pay his
compensation; (iii)relocation further than 35miles from Las Vegas, Nevada, or Atlantic City, New Jersey; (iv)any purported termination
of his employment other than as permitted in the agreement; and (v)failure to require a successor to assume the agreement.
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Wesley D. Allison

Under Mr.Allison’s employment agreement, as amended, upon termination of his employment by Caesars without cause, heis entitled
to receive: (i)base salary through the longer of the balance of the term (December31, 2007) or 12months and (ii)a pro rata bonus based
on the target bonus for the year of termination, paid when other employees are paid bonuses. Mr.Allison’ s employment agreement
does not contain change of control provisions.

Clive S Cummis

Mr.Cummisis party to an agreement with Caesars under which he began transitioning out of his employment duties beginning on
Januaryl, 2002 and ending with his retirement on December31, 2004. The agreement provides for compensation of $1,000per month
through December31, 2004 and $1,464,000 paid in equal bi-weekly installments from January1, 2002 through December31, 2004. The
agreement also provides for continued vesting of options through December31, 2004, at which time his options will expire and no
longer be exercisable. In connection with this transaction, and with Harrah’ s consent, Caesars and Mr.Cummis have agreed to amend
Mr.Cummis' transition agreement with Caesarsto extend the term (and his continued ability to exercise vested stock options) until the
earlier of (i)December31, 2005 and (ii)180days after completion of the merger.

In connection with this transaction, Mr.Barr has reached an understanding with Caesars and Harrah' s that should his employment be
terminated by Caesars (or its successor) without cause or by Mr.Barr for good reason after completion of the merger, he will be entitled
to receive the compensation and benefits pursuant to his employment agreement rather than pursuant to his change of control
agreement. Mr.Del ury has also reached an understanding with Caesars and Harrah' s that should his employment be terminated by
Caesars (or its successor) without cause or by Mr.Del ury for good reason after the completion of the merger, he will be entitled to
receive compensation and benefits pursuant to his change of control agreement rather than pursuant to his employment agreement.
Caesars and Harrah's have reached an understanding with Mr.DelL ury that the amount of severance payable to him under these
circumstances will be equal to the sum of three times his base salary plus two times his annual bonus for fiscal 2004.

In addition, Messrs.Barr and Delury each has reached an understanding with Caesars and Harrah' s that in lieu of the non-competition
restrictive covenants in their respective employment agreements, for a period of one year following the termination of their
employment, each will not be associated with certain gaming companies, any affiliate of the restricted companies or any company that
operates any of the assets of the restricted companies. Pursuant to the understanding, neither Mr.Barr nor Mr.DeLury will be restricted
from associating with any entity that is not specifically listed as one of the restricted companies.

Taking into account the understandings reached by Caesars and Harrah' swith Messrs.Barr and DeLury, if the employment of
Messrs.Bollenbach, Barr, Delury and Allison isterminated following a change of control under circumstances entitling them to the
compensation and benefits described above, the approximate cash amount of the severance payments due to each executive
(excluding accrued abligations, pro rata bonuses, additional deferred compensation credits and gross-up payments), would be as
follows: Mr.Bollenbach $299,000; Mr.Barr, $6,742,450; Mr.DeLury, $2,709,000; and Mr.Allison, $1,250,000. The computeations of the
estimated cash severance for Messrs.Barr and Delury were based in part on their annual bonuses for 2003, which were paid in 2004.
The actual bonus component of severance may be based upon their 2004 bonuses, which will not be determined until after the Caesars
special meeting. The computation of the estimated cash severance for Mr.Allison was based on an assumed termination date of
June30, 2005.

Equity Based Awards

Under Caesars equity plans, al options held by directors and executive officers of Caesars will vest and become exercisable either at
stockholder approval or the effective time of the merger. Based on options outstanding as of January18, 2005, the number of unvested
options to acquire shares of Caesars
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common stock that will become fully vested and exercisable at stockholder approval and the effective time of the merger is 4,925,890
and 1,408,100, respectively. Based on options outstanding as of January18, 2005, the number of unvested options to acquire shares of
Caesars common stock held by directors and executive officers that will become fully vested and exercisable either at stockholder
approva or the effective time of the merger is: Mr.Stephen Bollenbach, 1,000,000; Mr.Wallace Barr, 1,157,000; Mr.Bernard DeLury,
215,500; and Mr.Wesley Allison, 46,350.

Pursuant to the terms of the Caesars' 1998 Stock Incentive Plan, holders of options granted under that plan that are or become
exercisable at stockholder approval may elect to surrender such options to Caesars during the 60-day period following the Caesars
special meeting and receive cash in an amount equal to the number of applicable options multiplied by the “spread.” The “spread” is
equal to: ()the greater of (i)the highest price of Caesars common stock during the 60-day period prior to and including the date of the
Caesars special meeting or (ii)the highest price per share of Caesars common stock paid in the proposed merger; less (b)the exercise
price of such option. Based on the options outstanding as of January18, 2005, the number of options held by directors and executive
officers that are or become exercisable at stockholder approval and that may be surrendered for cash during the 60-day period
following Caesars special meeting of stockholdersis: Mr.Stephen Bollenbach, 1,000,000; Mr.Wallace Barr, 2,078,000; Mr.Bernard
Delury, 105,000; and Mr.Wed ey Allison, 96,000.

In connection with the merger, each Caesars option that is outstanding immediately prior to the effective time of the merger will remain
outstanding following the effective time of the merger and will be converted into the right to acquire shares of Harrah’s common stock
as described in the section entitled “ The Merger Agreement— Caesars Equity Awards and Benefits Plans’” on pagel109. Based on the
number of Caesars options outstanding as of January18, 2005, the following number of Caesars options held by Caesars’ executive
officers and directors will be so converted at the effective time of the merger: Mr.Stephen Bollenbach, 3,000,000; Mr.Wallace Barr,
2,550,000; Mr.Bernard DelLury, 271,800; Mr.Clive Cummis, 250,000; Mr.Wedey Allison, 106,100; Mr.A. Stephen Crown, 56,000;
Ms.Barbara Coleman, 52,000; Mr.Gilbert Shelton, 52,000; Mr.Peter Ernaut, 50,000; Mr.Eric Hilton, 52,000; and Mr.William Barron Hilton,
52,000.

All restricted stock units held by executive officers of Caesars under the equity compensation plans maintained by Caesars will vest
and become nonforfeitable as of the effective time of the merger. No directors other than Mr.Barr hold restricted stock units. Based on
restricted stock units outstanding as of January18, 2005, the number of restricted stock units held by executive officers that will
become fully vested and nonforfeitable as aresult of the merger is: Mr.Wallace Barr, 80,000; Mr.Bernard Delury, 116,700 and
Mr.Wed ey Allison, 4,000.

At the effective time of the merger, the forfeiture conditions on each outstanding performance award will lapse and Harrah’ swill issue
the holder shares of Harrah’s common stock as described in the section entitled “The Merger Agreement— Caesars Equity Awards
and Benefits Plans’ on pagel09. No directors hold performance awards. Based on the number of Caesars performance awards
outstanding as of January18, 2005, the number of Caesars performance awards held by Caesars' s executive officers that will be so
converted at the effective time of the merger is: Mr.Bernard Delury, 20,900 and Mr.Wedley Allison, 5,000.

Under Mr.Barr’s employment agreement, all 417,000 of his unvested supplemental retention units will become vested upon
stockholder approval of the merger. All supplemental retention units outstanding under Caesars' Supplemental Retention Plan,
whether or not vested, will be canceled at the effective time of the merger in exchange for shares of Harrah’s common stock as
described in the section entitled “ The Merger Agreement— Caesars Equity Awards and Benefits Plans’ on page109. Based on the
number of Caesars supplemental retention units outstanding as of January18, 2005, the number of Caesars supplemental retention
units held by Caesars executive officersthat will be so converted at the effective time of the merger is: Mr.Wallace Barr, 755,000;
Mr.Bernard Del ury, 40,000; and Mr.Wesley Allison, 20,000.
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Continued Benefits

In connection with the merger, individuals employed by Caesarsimmediately prior to the effective time of the merger will be provided
benefits (other than equity or equity-based compensation plans) for a period of one year following the effective time of the merger or
for the remainder of the employment period that are, in the aggregate, no less favorable than the benefits provided under Caesars
benefit plansin effect as of the signing of the merger agreement. All the executive officers currently participate in Caesars benefit
plans, which include medical, dental and vision coverage, life insurance, accidental death and dismemberment insurance, short term
and long term disability insurance, employee assistance plan, flexible spending accounts, 401(k) plan, executive deferred compensation
plan, executive death benefit plan and executive incentive plan. Harrah' swill also, and will cause Harrah' s Operating Company to,
honor the terms of employment, severance and termination agreements, provide service credit and waive pre-existing condition
limitations as further described in the section entitled “The Merger Agreement— Caesars Equity Awards and Benefits Plans’ on
pagel09.

Fiscal 2005 Bonus and Stay Bonus

Caesars and Harrah's have reached an understanding regarding bonuses for employees of Caesars and its subsidiaries in respect of
fiscal 2005. In general, if the completion of the merger occurs on or prior to June30, 2005, bonuses will be paid out at 50% of target
levelsand if the completion of the merger occurs on or after Julyl, 2005, bonuses will be paid out at 100% of target levels. For
individuals who are principally employed at a property which Caesars sells during fiscal 2005 prior to the completion of the merger,
bonuses will be paid out at 50% of target levelsif the sale of the property occurs on or prior to June30, 2005 and at 100% of target
levelsif the sale occurs on or after Julyl, 2005. In the event the merger is terminated, bonuses will be paid at 100% of target levels and
the timing of the payments will be according to past practice. Should the employment of Mr.Barr, Mr.DeLury or Mr.Allison terminatein
2005 under circumstances (described above) quaifying him for pro rata bonus payments, he will be entitled to the greater of (i)the pro
rata bonus payments pursuant to the applicable employment or change of control agreement or (ii)the bonus payable pursuant to the
fiscal 2005 bonus program described in this paragraph.

Caesars and Harrah' s have al so reached an understanding whereby “stay bonuses” of approximately $19million in total will be paid to
select employees who are critical to the continued operation of Caesars through the completion of the merger. The bonuses will
become payable either at completion of the merger or on the date the merger has been terminated, provided in either case that the
employee has remained in employment with Caesars to the applicable date. No non-employee directors are eligible to receive a stay
bonus. Caesars' s executive officers are digible to receive the following payments. Mr.Wallace Barr, $1,000,000; Mr.Bernard DelL ury,
$600,000; and Mr.Wedley Allison, $500,000.

Appointment to Harrah’s Board of Directors

Pursuant to the merger agreement, Harrah's board of directors will take all necessary action so that, effective immediately following the
completion of the merger, William Barron Hilton and Stephen F. Bollenbach, who are both currently directors of Caesars, will be
appointed to Harrah' s board of directors. In addition, as soon as practicable after the date of the merger agreement and prior to the
completion of the merger, the Nominating/ Corporate Governance Committee of Harrah’ s board of directorswill consider
recommending for appointment an additional current Caesars director to the Harrah's board of directors. Harrah' s board of directors
will also consider the nomination of one further additional current Caesars director to Harrah’ s board of directors. See “The Merger
Agreement— Harrah's Board of Directors’ on pagell6.

Litigation Related to the Merger

On July15, 2004, alawsuit wasfiled by William Derasmo against Caesars Entertainment, Inc. and al of the members of the Caesars
board of directors (Stephen F. Bollenbach, Wallace R. Barr, Barbara
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Coleman, A. Steven Crown, Clive S. Cummiis, Peter G. Ernaut, Eric M. Hilton, William Barron Hilton and Gilbert Shelton) in the Clark
County District Court of Nevada, Case No. A488826. The suit was denominated as a class action purportedly on behalf of a class of
Caesars stockholders. The complaint alleged that the Caesars board of directors breached fiduciary duties owed to Caesars
stockholdersin approving and pursuing a plan to sell Caesars. In particular, the complaint aleged that the members of the Caesars
board of directors favored their own interests in the proposed transaction and that by doing so, they breached their duties of loyalty,
good faith, candor and independence. The plaintiff sought the following relief,

«an order declaring that the action is properly maintainable as a class action;
«an order declaring that the proposed transaction was entered into in breach of the fiduciary duties of defendants;
«and order enjoining defendants from proceeding with the proposed transaction as planned;

«an order directing that the defendants exercise their fiduciary duties to obtain atransaction which isin the best interests of
Caesars stockhol ders;
«an order rescinding the proposed transaction to the extent already implemented;

«an order imposing a constructive trust in favor of plaintiff on any benefits received by defendants as aresult of their allegedly
wrongful conduct;
«an award of costs and disbursements;and

«such other and further equitable relief asthe court may deem just and proper.

On September9, 2004, a motion was filed on behalf of al defendants to dismiss the complaint for failure to state a claim upon which
relief may be granted in accordance with Nevada Rule of Civil Procedure 12(b)(5). The motion was set by the court to be heard on
October4, 2004. At the request of the plaintiff, the hearing date on the motion was continued to October25, 2004. The plaintiff did not
file aresponse to the motion and decided to dismiss the complaint without prejudice. A stipulation and order to dismiss the complaint
without prejudice was signed by counsel as of October13, 2004 and the stipulation and order of dismissal was entered and filed by the
court on October20, 2004. As of the date of thisjoint proxy statement/prospectus, to Caesars' knowledge, the plaintiff has not filed a
new lawsuit.
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THEMERGER AGREEMENT

The following summary describes certain material provisions of the merger agreement, which isincluded in this joint proxy
statement/ prospectus as AnnexA and is incorporated by reference into this joint proxy statement/ prospectus. This summary may not
contain all of the information about the merger agreement that isimportant to you. You are encouraged to read the merger
agreement carefully in its entirety.

Structure of the Merger

The merger agreement provides for the merger of Caesars with Harrah's Operating Company, Inc., awholly-owned subsidiary of
Harrah's. Asaresult of the merger, Caesars will cease to exist and Harrah's Operating Company will continue as the surviving
corporation.

Completion and Effectiveness of the M er ger

The closing of the merger will occur on the second business day after the conditions to completion of the merger contained in the
merger agreement are satisfied or waived, unless the parties agree otherwise in writing. See the section entitled “—Conditionsto
Completion of the Merger” below. The merger will become effective upon the filing of the certificate of merger with the Secretary of
State of the State of Delaware.

Harrah’'s and Caesars are working to complete the merger as soon as practicable. However, because completion of the merger is
subject to regulatory approvals and other conditions, Harrah's and Caesars cannot predict the actual timing.

Merger Consderation

General

Upon completion of the merger, each share of Caesars common stock outstanding immediately prior to the effective time of the merger
will be cancelled and retired and converted into, at the election of the holder of the Caesars common stock and subject to the
limitations described bel ow under “—Stock Cap and Proration,” the right to receive either 0.3247 of a share of Harrah’s common stock
or $17.75 in cash upon surrender of the certificate representing the share of Caesars common stock in the manner provided in the
merger agreement. In addition, shares held by Caesars stockholders who validly exercise dissenters' rights will be subject to appraisal
in accordance with Delaware law as described further below under “—Dissenters' Shares.”

The value of the merger consideration that a Caesars stockholder receives in the merger may vary depending on whether a Caesars
stockholder elects to receive shares of Harrah’s common stock or cash. The value of the cash portion of the merger consideration is
fixed at $17.75 for each share of Caesars common stock. The value of the stock portion of the merger consideration is not fixed and will
depend upon the value of 0.3247 of a share of Harrah’s common stock upon completion of the merger.

Upon completion of the merger and as described further below under “—Caesars Equity Awards and Benefit Plans— Caesars Equity
Awards’:

«each outstanding option to purchase Caesars common stock, whether or not then exercisable, will be converted into an option to
purchase Harrah’s common stock;

«each outstanding purchase right under Caesars employee stock purchase plan will be converted into an option to purchase
Harrah's common stock;

«each outstanding restricted stock unit granted under Caesars' 2004 long term incentive plan will vest according to its terms and
will be converted into the right to receive Harrah’s common stock;

the forfeiture conditions on each performance award will l1apse according to its terms and Harrah’ swill issue shares of common
stock to each holder of a performance award;and
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«Caesars will take all actions necessary to terminate its supplemental retention plan as of the effective time of the merger and
Harrah’ s will issue Harrah's common stock to each participant in the supplemental retention plan according to its terms.

The exchangeratio in the merger and the cash consideration will be adjusted to reflect the effect of any reclassification,
recapitalization, split-up, combination, exchange or shares or readjustment, or stock dividend, or other like change with respect to
Harrah's common stock or Caesars common stock having arecord date on or after the date of the merger agreement and prior to
completion of the merger.

Upon completion of the merger, each share of Caesars common stock held by Harrah's or any direct or indirect wholly-owned
subsidiaries of Harrah'simmediately prior to the merger will be automatically cancelled and extinguished, and none of Harrah's or any
of itsdirect or indirect subsidiaries will receive any securities of Harrah's or other consideration in exchange for those shares.

Stock Cap and Proration

Caesars stockholders may elect to receive 0.3247 of ashare of Harrah's common stock for each share of Caesars common stock that
they own, or if Caesars stockholders do not make such an election to receive shares of Harrah’s common stock, they will be deemed to
have elected to receive $17.75 in cash for each share of Caesars common stock that they own, subject to proration due to the aggregate
amount of cash and the number of shares of Harrah’s common stock to be issued by Harrah's in the merger and other adjustments as
described in this joint proxy statement/ prospectus.

The merger has been structured, and adjustments to the elections of Caesars stockholders will be made by the exchange agent, so that
the maximum aggregate number of shares of Caesars common stock to be converted into shares of Harrah's common stock in the
merger will equal 66.42% of the number of shares of Caesars common stock outstanding immediately prior to the merger, which amount
isreferred to as the stock cap. Therefore, assuming there are no adjustments, the aggregate number of shares of Harrah’s common
stock which will be issued to Caesars stockholders as consideration in the merger isfixed at approximately 67.7million shares and the
aggregate amount of cash which will be paid to Caesars stockholdersis fixed at $1.87billion in cash based on the number of shares of
Caesars common stock outstanding as of the record date for the Caesars special meeting, which isreferred to as the cash cap. The
stock electionsin the merger are subject to proration to preserve this fixed aggregate number of shares of Harrah’s common stock to be
issued and cash to be paid in the merger. As aresult, even if a Caesars stockholder elects to receive shares of Harrah’s common stock
in the merger, he or she will likely receive amix of Harrah’s common stock and cash. Similarly, if he or she is deemed to have elected to
receive cash in the merger, he or she will likely receive amix of Harrah's common stock and cash.

If the aggregate number of shares held by Caesars stockholders electing to receive Harrah's common stock exceeds the stock cap,
then the exchange agent will allocate, pro rata to those Caesars stockholders el ecting to receive the stock consideration, a sufficient
amount of cash consideration instead of stock consideration so that the aggregate number of shares of Caesars common stock to be
converted into shares of Harrah's common stock in the merger equals the stock cap, subject to rounding and the adjustment
provisions of the merger agreement.

If the aggregate number of shares held by Caesars stockholders who are deemed to have elected to receive cash exceeds the
aggregate amount of cash that will be paid to Caesars stockholders in the merger, then the exchange agent will allocate, pro ratato
those Caesars stockholders who are deemed to have elected to receive cash, a sufficient amount of stock consideration instead of cash
consideration so that the aggregate number of shares of Harrah’s common stock to be issued by Harrah’s in the merger equals the
stock cap, subject to rounding and the adjustment provisions of the merger agreement.

Asaresult of this proration feature, in most cases, the form of merger consideration actually received by a Caesars stockholder may
differ in part from the form of consideration that a Caesars stockholder electsto receive. Because the aggregate number of shares of
Caesars common stock to be converted into shares of Harrah’s common stock in the merger will equal 66.42% of the number of shares
of Caesars
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common stock outstanding immediately prior to the merger, unless adjusted pursuant to the terms of the merger agreement, itis
possible that a substantial portion of the merger consideration received by each Caesars stockholder will be in the form of stock
consideration, regardless of the election made by the Caesars stockholder.

Dissenters Shares

Shares of Caesars common stock held by any Caesars stockholder that properly demands payment for its sharesin compliance with
the dissenters' appraisal rights under Section262 of the DGCL, will not be converted into the right to receive the merger consideration.
Caesars stockholders properly exercising dissenters' rights will be entitled to payment as further described above under “ The
Merger— Dissenters Rights of Appraisal.” However, if any Caesars stockholder failsto perfect or otherwise waives, withdraws or
loses the right to receive payment under Section262 of the DGCL, then that Caesars stockholder will not be paid in accordance with
Section262 of the DGCL and the shares of Caesars common stock held by that Caesars stockholder will be exchangeable solely for the
right to receive the merger consideration.

Exchange of Caesars Stock Certificatesfor Harrah's Stock Certificates

Harrah's has retained The Bank of New Y ork as the exchange agent for the merger to handle the exchange of shares of Caesars
common stock for the merger consideration, including the payment of cash for fractional shares.

Only those holders of Caesars common stock who properly surrender their Caesars stock certificates in accordance with the exchange
agent’ sinstructions will receive:

«a statement indicating book-entry ownership of Harrah’s common stock or, if requested, a certificate representing Harrah's
common stock or the cash consideration;
«cash in lieu of any fractional share of Harrah’s common stock;and

«dividends or other distributions, if any, on Harrah’s common stock to which they are entitled under the terms of the merger
agreement.

After the effective time of the merger, each certificate representing shares of Caesars common stock that has not been surrendered will
represent only the right to receive upon surrender of that certificate each of the itemslisted in the preceding sentence. Following
completion of the merger, Caesars will not register any transfers of Caesars common stock outstanding on its stock transfer books
prior to the merger.

To effect the exchange of shares of Caesars common stock, the exchange agent will take the actions described below.
Caesars Common Stock—General

As soon as reasonably practicable after the effective time of the merger, the exchange agent will mail to each record holder of shares of
Caesars common stock, other than holders who make an election as described below under “—Caesars Common Stock— Election,” a
letter of transmittal and instructions for surrendering the certificates representing shares of Caesars common stock for merger
consideration. Upon surrender of certificates representing shares of Caesars common stock for cancellation, together with an executed
letter of transmittal, to the exchange agent, the holder of those certificates will be entitled to receive the appropriate merger
consideration. The surrendered certificates representing Caesars common stock will be cancelled.

Caesars Common Stock—Election
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her shares of Caesars common stock in the merger. To be effective, an election form/letter of transmittal must be properly completed
and signed
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by Caesars stockholders electing to receive shares of Harrah’s common stock and received by the exchange agent, together with the
stock certificates representing the shares of Caesars common stock with respect to which the election is being made, no later than
5:00p.m., Pacific Standard Time, on the business day immediately preceding the closing date of the merger. Harrah's and Caesars will
announce the anticipated closing date at |east three but not more than ten business days prior to the closing date of the merger. At the
effective time of the merger, Caesars stockholders who surrender their stock certificates with the election form will be entitled to receive
the consideration described above under “—Merger Consideration— General” into which the shares of Caesars common stock
represented by those stock certificates will be converted, subject to proration and adjustment, as described above under “—Merger
Consideration— Stock Cap and Proration.” If no election form/letter of transmittal is received with respect to shares of Caesars
common stock, or if the exchange agent determines that any election to receive stock consideration was not properly made, including
the failure to submit the stock certificates evidencing the shares of Caesars common stock subject to the el ection, those shares of
Caesars common stock will be treated by the exchange agent as the stockholder not having made an election at the effective time of the
merger, and those shares of Caesars common stock will be converted into the right to receive cash consideration, subject to proration
and adjustment as described above under “—Merger Consideration— Stock Cap and Proration.”

Unless required by law, forms of election may be revoked only by written notice received by the exchange agent prior to 5:00p.m.,
Pacific Standard Time, on the business day immediately preceding the closing date of the merger. If aform of election isrevoked, all
certificates surrendered to the exchange agent with the revoked form of election will be returned to the Caesars stockholder who
submitted the revoked form of election.

Fractional Shares

Harrah’swill not issue fractiona shares of Harrah’s common stock in the merger. As aresult, each holder of shares of Caesars
common stock who would otherwise be entitled to receive fractional shares of Harrah’s common stock in the merger will be entitled to
an amount of cash, without interest, rounded to the nearest cent, equal to the product of the amount of the fractional share interest in a
share of Harrah's common stock to which that stockholder is entitled by an amount equal to the average of the closing sale prices of a
share of Harrah’s common stock on the New Y ork Stock Exchange, as reported in The Wall Street Journal, Northeastern edition, for
each of the ten consecutive trading days ending with the second compl ete trading day prior to the effective time of the merger.

Termination of Exchange Fund

Six months after the effective time of the merger, Harrah's may require the exchange agent to deliver to Harrah' s all cash and shares of
Harrah’s common stock remaining in the exchange fund. Thereafter, Caesars stockholders must look only to Harrah' s for payment of
the merger consideration on their shares of Caesars common stock.

No Liability

None of Harrah's, Caesars, Harrah' s Operating Company or the exchange agent will be liable to any holder of a certificate representing
shares of Caesars common stock or any cash payable in respect of any distributions or dividends or in lieu of any fractional shares of
Harrah's common stock, delivered to a public official under any applicable abandoned property, escheat or similar law. If any stock
certificates representing shares of Caesars common stock have not been surrendered prior to five years after the effective time of the
merger, any cash, shares, dividends or distributions with respect to these stock certificates will become property of Harrah's, to the
extent permitted by law.
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Distributionswith Respect to Unexchanged Shares

Holders of Caesars common stock are not entitled to receive any dividends or other distributions on Harrah's common stock until the
merger is completed. After the merger is completed, holders of Caesars common stock certificates will be entitled to dividends and
other distributions declared or made after completion of the merger with respect to the number of whole shares of Harrah’s common
stock which they are entitled upon exchange of their Caesars stock certificates, but they will not be paid any dividends or other
distributions on Harrah’s common stock until they surrender their Caesars stock certificates to the exchange agent in accordance with
the exchange agent instructions.

Transfersof Ownership and Lost Stock Certificates

Harrah's only will issue merger consideration, cash in lieu of afractiona share and any dividends or distributions on Harrah's
common stock that may be applicable in aname other than the name in which a surrendered Caesars stock certificate is registered if the
certificate is properly endorsed or otherwise in proper form and any applicable stock transfer taxes have been paid.

Conditionsto Completion of the Merger

The obligations of Harrah's and Caesars to complete the merger are subject to the satisfaction or waiver, if legally permissible, of the
following conditions:

the approval and adoption of the merger agreement by Caesars stockholders and the approval of the issuance of shares of
Harrah’s common stock in the merger by Harrah’ s stockholders;

the registration statement of which this joint proxy statement/ prospectus is a part must be declared effective under the
Securities Act and the registration statement shall not be subject to any stop order or proceeds seeking a stop order and all state
securities authorizations necessary to issue Harrah's common stock in the merger have been received;

«the approval for listing on the NY SE of the shares of Harrah’s common stock to be issued in the merger, subject to official notice
of issuance;

the receipt of all material governmental and regulatory consents, approvals, orders and authorizations required to compl ete the
merger, including all necessary approvals under any applicable gaming laws;

the expiration or termination of the applicable waiting period and any extension of the waiting period under the HSR Act;

«the absence of any legal prohibition having the effect of preventing or prohibiting completion of the merger except that this
condition cannot be asserted by either party unless they have used reasonable efforts to prevent the legal prohibition and
appealed the legal prohibition;

«the absence of any litigation by any governmental entity seeking to prohibit or restrain the merger or that otherwise would have
amaterial adverse effect on the combined company;

the representations and warranties of the other party, disregarding all qualifications and exceptions relating to materiality or
material adverse effect, being true and correct at and as of the effective time of the merger asif they were made on that date
(except to the extent that the representations and warranties speak as of another date), except where the failure of the
representations and warranties to be true and correct would not have a material adverse effect on the other party, and the receipt
of acertificate of an executive officer of the other party to that effect;

«the other party having performed or complied with its agreements and covenants in the merger agreement in all material respects,
and the receipt of a certificate of an executive officer of the other party to that effect;
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«absence of any facts, events, changes, effects, devel opments, conditions or occurrences, except as disclosed by Caesars, since
the date of the merger agreement, that would reasonably be expected to have a material adverse effect on the other party;and
«the receipt of an opinion from the party’ s counsel that the merger will qualify as a reorganization within the meaning of
Section368(a) of the Internal Revenue Code or, dternatively, if applicable, that the aternative transaction described below under
“—Tax Treatment” will qualify asatransaction described in Section351 of the Internal Revenue Code.

“Material adverse effect,” when used in reference to Harrah's or Caesars, means a material adverse effect on:

the business, assets, financial condition or results of operations of the referenced company and its subsidiaries, taken as a
whole;
«the ability of the referenced person to perform its obligations under the merger agreement;or

«the ability of the referenced person to compl ete the merger and related transactions.

However, any facts, events, changes, effects, developments or occurrences, will not be deemed to have a material adverse effect if
they relate to:

the economy in general in the U.S.or in any state in which Harrah’s or Caesars, as the case may be, or any of their subsidiaries
operates, which events, changes, effects, devel opments, conditions or occurrences do not disproportionately affect Harrah's or
Caesars relative to the other participants in the travel, hospitality or gaming industries;

thetravel, hospitality or gaming industries in general in the U.S.or in any state in which Harrah's or Caesars or any of their
subsidiaries operates, which events, changes, effects, developments, conditions or occurrences do not disproportionately affect
Harrah's or Caesars relative to the other participantsin the travel, hospitality or gaming industries;

«the execution of the merger agreement;or

«any changein Harrah’s or Caesars' stock price or trading volume, in and of itself.

In addition, compliance with the terms of the merger agreement, including the provisions with respect to the actions to be taken to
obtain regulatory and antitrust approvals, and the consequences of compliance with the terms of the merger agreement will not be
taken into account in determining whether amaterial adverse effect will have occurred or will be expected to occur.

Harrah's and Caesars are diligently pursuing the required material governmental and regulatory consents, approvals, orders and
authorizations required to complete the merger, including al necessary approvals under any applicable gaming laws. Thereare a
number of conditions, however, that, by their nature, can only be satisfied in the future or at the time of completion of the merger.
There can be no assurance that these conditions will be satisfied, including: obtaining the requisite stockholder approval; the absence
of court orders or injunctions prohibiting the merger; the absence of events resulting in or that would reasonably be likely to result in a
meaterial adverse effect; and the receipt of required material governmental and regulatory approvals.

Representationsand Warranties
The merger agreement contains customary representations and warranties of Harrah’s and Caesars, which are subject to materiality

and knowledge qualifications in many respects, and expire at the effective time of the merger. The representations and warranties
contained in the merger agreement relate to:

‘corporate organization, qualification and power;
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capital structure;
corporate power and authority and board approval;

absence of conflicts and required filings and consents;
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«SEC filings and undisclosed liabilities;

«information supplied for inclusion in this joint proxy statement/ prospectus,
«absence of certain changes or events since December31, 2003;
dax matters;

«absence of changesin benefit plans;

‘ERISA compliance and excess parachute payments

ditigation;

«compliance with applicable laws;

«assets other than real property interests;

real property matters;

dabor and other employment matters;

walidity and absence of breaches of material contracts;
‘environmental matters,

dintellectual property;

brokers used in connection with the merger agreement;and

«opinions of financial advisors.

The merger agreement also contains additional representations and warranties of Caesars relating to an amendment to the Caesars
rights agreement.

The merger agreement also contains additional representations and warranties of Harrah's relating to the ownership and activities of
Harrah's Operating Company and the funds necessary to pay the merger consideration upon completion of the merger.
Caesar s Prohibited from Soliciting Other Offers
Caesars has agreed not to, will not authorize or permit its subsidiaries to, and will use its reasonable best efforts to cause any of its
and their officers, directors, employees, investment bankers, attorneys or other advisors or representatives not to directly or indirectly:
«0licit, initiate or encourage the submission of any takeover proposal;
«enter into any agreement with respect to any takeover proposal;or
«other than informing persons of the non-solicitation provisions of the merger agreement, participate in any discussions or
negotiations regarding, or furnish to any person any non-public information with respect to Caesarsin connection with, or take

any other action to facilitate any inquiries or the making of any proposal that constitutes, or may reasonably be expected to lead
to, atakeover proposal.
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Caesars may, however, before Caesars stockholders approve and adopt the merger agreement and the transactions contemplated by
the merger agreement, including the merger, in response to an unsolicited bona fide takeover proposal that the Caesars board of
directors determines, in good faith, after consultation with outside counsel and financial advisors, would reasonably be expected to
lead to a superior proposal, furnish information with respect to Caesars to the person making the takeover proposal and its
representatives pursuant to a customary confidentiality agreement, which agreement is not less restrictive of the person making the
takeover proposal than the confidentiality agreement entered into by Caesars with Harrah's, and participate in discussions or
negotiations with such person and its representatives regarding any takeover proposal.

A “takeover proposal” means:

«any proposal or offer for a merger, consolidation, dissolution, recapitalization or other business combination involving Caesars
or any significant subsidiary;
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«any proposal for the issuance by Caesars of over 20% of its equity securities;

«any proposal or offer to acquire in any manner, directly or indirectly, over 20% of the equity securities or consolidated total
assets of Caesars;or
«any combination of the above;

in each case, other than the merger.

A “superior proposal” means any proposal by athird party to acquire substantially all the equity securities or assets of Caesars,
pursuant to atender or exchange offer, amerger, a consolidation, aliquidation or dissolution, arecapitalization, asale of al or
substantially al its assets or otherwise, on terms which the Caesars board of directors determines in good faith, after consultation with
outside legal counsel and financial advisors:

0 be more favorable from afinancia point of view to the holders of shares of Caesars common stock than the merger with
Harrah's, taking into account all the terms and conditions of such proposal and the merger agreement, including any proposal by
Harrah’' s to amend the terms of the merger;and

dsreasonably likely to be completed.

Caesars will promptly advise Harrah's orally and in writing of any takeover proposal or inquiry with respect to or that could
reasonably be expected to lead to a takeover proposal, the identity of the person making any takeover proposal or inquiry and the
material terms of any takeover proposal or inquiry. Caesars will keep Harrah'sinformed of the status of any takeover proposal or
inquiry and provide to Harrah' s copies of the takeover proposal and all other material information provided in writing to Harrah's by
the party making the takeover proposal as soon as practicable after receipt or delivery by Caesars.

Harrah's and Caesars have agreed to call, hold and convene a meeting of their respective stockholders as soon as practicable after the
registration statement of which this joint proxy statement/ prospectus forms a part is declared effective by the SEC. The Harrah's board
of directors also agreed to recommend to Harrah's stockholders the approval of the issuance of shares of Harrah’s common stock in
the merger. The Caesars board of directors agreed to recommend the approval of the merger agreement to its stockhol ders. Neither the
Caesars board of directors nor any committee thereof may:

swithdraw or modify, or publicly propose to withdraw or modify, in amanner adverse to Harrah's or Harrah' s Operating Company,
the approval or recommendation of the Caesars board of directors of the merger agreement or the merger;

«approve any letter of intent, agreement in principle, acquisition agreement or similar agreement relating to any takeover
proposal;or

«approve or recommend, or publicly propose to approve or recommend, any takeover proposal.

However, the Caesars board of directors may withdraw or modify its approval or recommendation of the merger agreement or the
merger if, prior to receipt of the approva of the merger and the merger agreement by Caesars stockholders:

the Caesars board of directors has determined in good faith, after consultation with outside counsel, that the withdrawal or
modification of its approva or recommendation of the merger agreement or the merger is required for the purpose of fulfilling its
fiduciary duties, and Caesars has notified Harrah' s in writing of this determination;

«at least three business days following receipt by Harrah's of this notice, and taking into account any revised proposal made by
Harrah's since receipt of this notice, the Caesars board of directors maintains its determination made above;and

«Caesarsisin compliance with all of its obligations under the no-solicitation provisions of the merger agreement.
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The merger agreement does not prohibit Caesars from taking and disclosing to its stockholders, in compliance with the rules and
regulations of the Exchange Act, a position regarding any unsolicited tender offer for Caesars common stock or from making any other
disclosure to Caesars stockholdersif, in the good faith judgment of the Caesars board of directors, after consultation with outside
counsdl, failure to disclose would be inconsistent with the fulfillment of the fiduciary duties or any other obligations of the Caesars
board of directors under applicable law.

Conduct of Business Before Completion of the M er ger

General Restrictions on Operations

Harrah's and Caesars have agreed to restrictions on their activities until either the completion of the merger or the termination of the
merger agreement, except as specifically permitted by the merger agreement. In general, each of Harrah’s and Caesarsis required to:

«conduct its business only in the usual, regular and ordinary course in substantially the same manner as previously conducted,;

wuse its commercially reasonable efforts to preserve intact its current business organization and keep available the services of its
current officers and employees,
pay itsliabilities and taxes when due;and

wse all commercially reasonable efforts to preserve its current relationships with its customers, suppliers, licensors, licensees,
distributors and other persons with which it has business dealings in order that is goodwill and ongoing business will not be
impaired at the time of the completion of the merger.

Additional Restrictionson Harrah’s I nterim Operations

In addition, Harrah’ s has agreed that, prior to the completion of the merger, unless otherwise approved in writing by Caesars, which
consent will not be unreasonably withheld, or as required by the merger agreement, it will not:

«amend or otherwise change its certificate of incorporation or by-laws, except to increase the authorized number of shares of
Harrah's capital stock;

[ssue any shares of Harrah's common stock if, following the issuance, there would be an insufficient number of shares of
Harrah’s common stock to pay the merger consideration and to be reserved for issuance in connection with the transactions
contemplated by the merger agreement;

[issue, deliver, sell or grant any shares of its capital stock or voting securities, any securities convertible into its capital stock or
voting securities, other than (i)pursuant to the terms of Harrah's equity awards and Harrah's stock options, the conversion of
convertible debt in accordance with their present terms, in each case, outstanding as of the date of the merger agreement,
(ih)grants of Harrah's equity awards and Harrah's stock options pursuant to its stock plans and (iii)up to 2,500,000shares of
Harrah's common stock issued in connection with securities offerings or acquisitions;

«declare, set aside, make or pay any dividend on, or make any other distributions in respect of any of Harrah's capital stock, other
than dividends on Harrah’s common stock in the ordinary course of business;or

«authorize, commit or agree to take any of the actions listed above.
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Additional Restrictions on Caesars' | nterim Operations

In addition, Caesars has agreed that, prior to the completion of the merger, unless otherwise approved in writing by Harrah’'s, which
consent will not be unreasonably withheld, or as required by the merger agreement or by applicable law, neither it nor any of its
subsidiaries will:

«declare, set aside or pay any dividends on, or make any other distributionsin respect of, any of its capital stock, other than
dividends and distributions by direct or indirect subsidiary of Caesars to that subsidiary’s security holdersin the ordinary
course of business consistent with past practice;

«enter into any contract with respect to the voting of its capital stock or other equity interests held by Caesars or any Caesars
subsidiary;

«split, combine or reclassify any of its capital stock or issue or authorize the issuance of any other securities in respect of, in lieu
of or in substitution for shares of its capital stock, other than pursuant to the terms of Caesars equity awards outstanding as of
the date of the merger agreement, pursuant to the conversion of convertible debt outstanding as of the date of the merger
agreement, or pursuant to Caesars employee stock purchase plan;

qpurchase, redeem or otherwise acquire any shares of capital stock of Caesars or any of its subsidiaries, or securities convertible
into capital stock of Caesars or any of its subsidiaries, other than pursuant to the terms of Caesars equity awards outstanding as
of the date of the merger agreement, pursuant to the conversion of convertible debt outstanding as of the date of the merger
agreement, or pursuant to Caesars employee stock purchase plan;

[issue, deliver, sell or grant any shares of capital stock, or voting securities, or securities convertible into capital stock of voting
securities, of Caesars or any of its subsidiaries, other than the issuance or grant of Caesars common stock, including any
associated rights under Caesars' rights agreement, pursuant to the terms of the Caesars equity awards outstanding as of the date
of the merger agreement, pursuant to the conversion of convertible debt outstanding as of the date of the merger agreement,
pursuant to Caesars employee stock purchase plan, and grants of up to an aggregate of 2,000,000 Caesars stock options, with
exercise prices at the fair market value of Caesars common stock on the date of grant, and other Caesars equity awards with
respect to an aggregate of 500,000shares of Caesars common stock pursuant to Caesars stock plans in the ordinary course of
business consistent with past practice;

«amend or otherwise change its certificate of incorporation, bylaws or other comparable charter or organizational documents,
other than amendments or changes to any such documents of Caesars' subsidiaries in the ordinary course of business
consistent with its past practices;

«acquire or agree to acquire any equity interest in a business or any corporation, partnership, joint venture, association or other
business organization or division thereof, or acquire or agree to acquire any assets that are material, individually or in the
aggregate, to Caesars and its subsidiaries, taken as awhole, except:

spurchases of inventory in the ordinary course of business consistent with past practice; or

«for acquisitions of assets or equity interests having or involving aggregate consideration not in excess of $10.0million or
development activities having or involving consideration not in excess of $25.0million per development or $50.0million in the
aggregate, which may be adjusted pursuant to the merger agreement;

«grant to any current or former employee, officer, director or independent contractor of Caesars or any of its subsidiaries any loan
or increase in compensation, benefits, perquisites or any bonus or award, or pay any bonus to any such person, except to the
extent required under employment agreements in effect as of the date of the merger agreement;
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«grant to any current or former employee, officer, director or independent contractor of Caesars or any of its subsidiaries any
increase in severance, change in control or termination pay or benefits, except to the extent required under any agreement in
effect as of the date of the merger agreement;

«enter into any employment, loan, retention, consulting, indemnification, termination or similar agreement with any current or
former employee, officer, director or independent contractor of Caesars or any of its subsidiaries;

«enter into any change of control, severance or similar agreement with any current or former employee, officer, director or
independent contractor of Caesars or any of its subsidiaries, other than renewals of any agreements in effect as of the date of the
merger agreement or any such agreements with any current or former employee, officer, director or independent contractor of
Caesars or any of its subsidiaries hired after the date of the merger agreement replacing an employee, officer, director or
independent contractor of Caesars or any of its subsidiaries whose employment terminated for any reason, which terms are no
more favorable to the new employee, officer, director or independent contractor than the terminated one;

«take any action to accelerate any rights or benefits, including vesting and payment, or make any material determinations, under
any Caesars collective bargaining agreement or benefit plan;

‘make any change in accounting methods, principles or practices materially affecting the reported consolidated assets, liabilities
or results of operations of Caesars, other than as may have been required by a change in generally accepted accounting
principles or any governmental entity;
ell, lease, license, transfer, pledge or otherwise dispose of or subject to any lien any properties or assets that have a fair market
value, individualy, in excess of $5.0million or, in the aggregate, in excess of $20.0million;

«other than debt incurrence pursuant to any credit facility or line of credit existing prior to the date of the merger agreement or any
refinancing of such existing credit facility or line of credit that does not exceed the amount borrowable under such existing credit
facility or line of credit and provided that at no time Caesars' aggregate indebtedness on a consolidated basis exceeded
$4.6hillion, excluding any indebtedness incurred after the date of the merger agreement by any subsidiary that is not a
wholly-owned subsidiary of Caesars.

«incur any indebtedness for borrowed money or guarantee any such indebtedness of another person;
qdssue or sell any debt securities or warrants or other rights to acquire any debt securities of Caesars or any of its subsidiaries;
guarantee any debt securities of another person;

enter into any “keep well” or other agreement to maintain any financial statement condition of another person or enter into any
arrangement having the economic effect of any of the foregoing, except for short-term borrowings incurred in the ordinary course
of business consistent with past practice;or

‘make any loans, advances or capital contributions to, or investments in, any other person, other than to or in Caesars or any
wholly-owned subsidiary of Caesars, individualy in excess of $5.0million or in the aggregate in excess of $20.0million, other than
development activities which shall not exceed $25.0per development or $50.0million in the aggregate, which amounts shall not
include amounts on the 2004 or 2005 budgets of Caesars presented to Harrah's;

‘make or agree to make any new capital expenditures such during 2004 and 2005 that combined would exceed $1.311billion, other
than capital expenditures for emergency repairs and other capital expenditures necessary in light of circumstances not anticipated
as of the date of the merger agreement, which are necessary to avoid significant disruption to Caesars' business or operations
consistent with past practices;
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‘make any material tax election or settle or compromise any material tax liability or refund, other than tax elections required by law;

awrite up, write down or write off the book value of any assets, individualy or in the aggregate, for Caesars and its subsidiaries
taken asawhole, in excess of $1.0million, except for depreciation and amortization in accordance with generally accepted
accounting principles consistently applied or except as required by generally accepted accounting principles or a governmental
entity;

«cancel any indebtedness owed by Caesars or waive any claims or rights of substantial value of Caesars or waive the benefits of,
or agreed to modify in any manner, any confidentiaity, standstill, non-competition, exclusivity or similar agreement to which
Caesarsis aparty, except in the ordinary course of business;

«cancel, terminate, or adversely modify or amend any material contract of Caesars, or waiver, release, assign, settle or compromise
any materia rights or claims, or any material litigation or arbitration, except in the ordinary course of business consistent with
past practice;

«enter into any contract having a duration of more than one year and total payment obligations of Caesarsin excess of $5.0million,
other than the renewal, on substantially similar terms, of any contract existing on the date of the merger agreement and contracts
entered into in respect of permitted capital expenditures; or

«authorize, commit or agree to take any of the actions above.

In addition, Harrah's and Caesars will not, and will not permit any of their subsidiaries to, take any action that would, or would
reasonably be expected to, result in any of the representations and warranties, disregarding all qualifications and exceptions relating to
materiaity or material adverse effect, made by it in the merger agreement becoming untrue, except where the failure of the
representations and warranties to be true and correct would not have a material adverse effect on the other party, or result in any
condition to the effectiveness of the merger not being satisfied.

Harrah's and Caesars will promptly advise each other of any state of facts, event, change, effect, development, condition or
occurrence that, individually or in the aggregate, has had or would reasonably be expected to have a material adverse effect on such

party.

Accessto Information; Confidentiality

During the period prior to the effective time of the merger, Harrah' s and Caesars will, and will cause each of their subsidiaries to, afford
to the other party and its representatives reasonable access during normal business hoursto all of their respective properties, books,
contracts, commitments, personnel and records, except that Caesarsis not required to provide Harrah' s with any information that it
reasonably believesit can not deliver to Harrah's due to contractual restrictions or legal restrictions, or which it believesis
competitively sensitive information. During that period, each party will promptly provide to the other party al information concerning
its business, properties and personnel as the other party reasonably requests. The information will be held in confidence to the extent
required by the provisions of the confidentiality agreement between Harrah’s and Caesars.

Regulatory and Antitrust Approval
Harrah's and Caesars will use all reasonable best efforts to take, or cause to be taken, all actions necessary, proper or advisable to
complete and make effective the merger and the other transactions contemplated by the merger agreement, as promptly as practicable,

but in no event later July14, 2005, unless the date is extended up to and including October14, 2005, pursuant to the terms of the merger
agreement. Thisincludes:

«n the case of Harrah's, obtaining all necessary approvals under any applicable gaming laws required in connection with the
merger agreement, the merger and the other transactions contemplated by the merger agreement;
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«obtaining all necessary actions or nonactions, waivers, consents and approvals from governmental entities and making all
necessary registrations and filings and taking all reasonable steps as may be necessary to obtain an approval or waiver from, or
to avoid an action or proceeding by, any governmental entity;

«obtaining all necessary consents, approvals or waivers from third parties;

«defending any lawsuits or other legal proceedings challenging the merger agreement or the completion of the merger to be
performed or completed by Harrah's or Caesars, as applicable, in accordance with the terms of the merger agreement, including
seeking to have any stay or temporary restraining order vacated or reversed;and

«executing and delivering any additional instruments necessary to complete the merger and other transactions contemplated by
the merger agreement to be performed or completed by Harrah's or Caesars, as applicable, in accordance with the terms of the
merger agreement, and to fully carry out the purposes of the merger agreement.

Harrah’s and its subsidiaries are required to commit to any and all divestures, licenses or hold separate or similar arrangements with
respect to its assets or conduct of business arrangements as a condition to obtaining any and all approvals from any government
entity for any reason in order to complete, as promptly as practicable, the merger and other transactions contemplated by the merger

agreement to be performed or completed by Harrah' s and its subsidiaries. Harrah's and its subsidiaries will take any and al actions
necessary to ensure that:

no requirement for non-action, awaiver, consent or approval of the FTC, the Antitrust Division, any authority enforcing
applicable gaming laws, any State Attorney General or other governmental entity;
no decree, judgment, injunction, temporary restraining order or any other order in any suit or proceeding;and

no other matter relating to any antitrust or competition law or regulation or relating to any gaming law;

would preclude completion of the merger by the latest applicable date to which Harrah’s and Caesars agreed, unless any such action
would, individually or in the aggregate, have amaterial adverse effect on the combined company.

Caesarswill be required, only if requested by Harrah's, to divest, hold separate or otherwise take or commit to take any action with
respect to the businesses, services, or assets of Caesars or any of its subsidiaries. Caesars may condition any such action upon the
completion of the merger and other transactions contemplated by the merger agreement. Neither Harrah's nor Caesars will knowingly
take or cause to be taken any action which would reasonably be expected to materially delay or prevent the obtaining of required

approvals from any government entity by July14, 2005, unless the date is extended up to and including October14, 2005 pursuant to
the terms of the merger agreement.

In addition, Harrah's and Caesars have agreed that each of Harrah's and Caesars will:

file as soon as practicable a Notification and Report Form under the HSR Act with the FTC and the Antitrust Division and to
make such filings and apply for such approvals and consents as are required under the gaming laws,

crespond as promptly as practicable under the circumstances to any inquiries received from the FTC or the Antitrust Division or
any authority enforcing applicable gaming laws for additional information or documentation and to all inquiries and requests
received from any State Attorney Genera or other governmental entity in connection with antitrust matters or gaming laws;
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not extend any waiting period under the HSR Act or enter into any agreement with the FTC or the Antitrust Division not to
compl ete the transactions contemplated by the merger agreement, except with the prior written consent of the other partiesto the
merger agreement;

«subject to applicable laws and except as may be prohibited by any representative of any governmental entity, promptly notify
the other party of any written communication to that party from the FTC, the Antitrust Division, any State Attorney General or
any other governmental entity, including regulatory or gaming authorities, and, permit the other party to review in advance any
proposed written communication to any of the foregoing;

«subject to applicable laws and except as may be prohibited by any representative of any governmental entity, not agreeto
participate in any substantive meeting or discussion with any governmental entity regarding any filings, investigation or inquiry
concerning the merger agreement or the merger unlessiit consults with the other party in advance and, to the extent permitted by
the governmental entity, gives the other party the opportunity to attend and participate in the meeting;and

«subject to applicable laws and except as may be prohibited by any representative of any governmental entity, furnish the other
party with copies of al correspondence, filings, and written communications, including summary memoranda, between them and
its affiliates and their respective representatives on the one hand, and any governmental entity, including regulatory or gaming
authority, or members or their respective staffs on the other hand, with respect to the merger agreement and the merger.

In connection with and without limiting these obligations, Caesars and its board of directors will take all reasonable action necessary
to ensure that no state takeover statute or similar statute or regulation is or becomes applicable to the merger agreement or any
transaction contemplated by the merger agreement, including the merger. If any state takeover statute or similar statute or regulation
becomes applicable to the merger agreement or any transaction contemplated by the merger agreement, Caesars and its board of
directors will take all reasonable action necessary to ensure that the merger agreement and the transactions contemplated by the
merger agreement, including the merger, may be completed as promptly as practicable on the terms contemplated by the merger
agreement and otherwise to minimize the effect of the statute or regulation on the merger agreement and the transactions contemplated
by the merger agreement, including the merger.

Notification

Caesars and Harrah' s will promptly advise the other party, orally and in writing, of any state of facts, event, change, effect,
development, condition or occurrence that, individually or in the aggregate, has had or would reasonably be expected to have a
material adverse effect on it. Caesars will give prompt notice to Harrah's, and Harrah's or Harrah' s Operating Company will give prompt
notice to Caesars, of any representation or warranty made by such party or contained in the merger agreement that is qualified asto
materiality becoming untrue or inaccurate in any respect, or any representation or warranty made by it or contained in the merger
agreement that is not qualified as to materiality becoming untrue or inaccurate in any materia respect. Additionally, Caesars will give
prompt notice to Harrah's, and Harrah's or Harrah's Operating Company will give prompt notice to Caesars, of the failure by it to
comply with or satisfy in any material respect any covenant, condition or agreement to be complied with or satisfied by it under the
merger agreement. No notification, however, will affect the representations, warranties, covenants or agreements of the parties or the
conditions to the obligations of the parties under the merger agreement.

Caesar s Equity Awar dsand Benefit Plans
Caesars Equity Awards
Harrah' s will take all corporate action necessary to reserve for issuance a sufficient number of shares of Harrah’s common stock for

delivery upon exercise or settlement of the Caesars equity awards described
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below that it will assume or settle pursuant to the merger agreement. As soon as reasonably practicable after the effective time of the
merger, Harrah’ swill file aregistration statement on FormS-8, or any successor or other appropriate form, with respect to the shares of
Harrah's common stock subject to the Caesars equity awards and will use all reasonable efforts to maintain the effectiveness of such
registration statement or registration statements, and maintain the current status of the prospectus or prospectuses contained in such
registration statement or registration statement, for so long as the Caesars stock options assumed by Harrah's remain outstanding.

Sock Options. Harrah's has agreed to assume the Caesars stock option plans at the effective time of the merger. Under the merger
agreement, each outstanding option to purchase shares of Caesars common stock will be converted into an option to purchase
Harrah's common stock. Each of these options will be subject to the same terms and conditions stated in the applicable Caesars stock
plan and any agreements under the applicable Caesars stock plan immediately prior to the effective time of the merger. The terms and
conditions of the Caesars stock option plans, other than Caesars' 1998 independent director stock option plan, provide for accelerated
vesting of outstanding options in connection with the merger. As of the effective time of the merger:

«each unvested Caesars stock option outstanding under any Caesars stock option plan will be fully vested and exercisable,
including options under the 1998 independent director stock option plan;

«each Caesars stock option will be exercisable for the number of whole shares of Harrah's common stock, determined by
multiplying the number of shares of Caesars common stock subject to the option immediately prior to the effective time of the
merger by 0.3247 rounded down to the nearest whole number of shares of Harrah’s common stock;and

the per share exercise price for the shares of Harrah’s common stock issuable upon exercise of any Caesars stock option will be
equal to the quotient determined by dividing the exercise price per share of Caesars common stock under the Caesars stock
option immediately prior to the effective time of the merger by 0.3247, rounded up to the nearest whole cent.

The conversion of any Caesars stock options which are “incentive stock options,” within the meaning of Section422 of the Internal
Revenue Code, into options to purchase Harrah’s common stock will be made so as not to constitute a “ modification” of those Caesars
stock options within the meaning of Section424 of the Internal Revenue Code.

Employee Stock Purchase Plan. Harrah's has agreed to assume the Caesars employee stock purchase plan at the effective time of the
merger. Each outstanding purchase right under the Caesars employee stock purchase plan will be assumed by Harrah’s and converted
into aright to purchase Harrah’s common stock. Each purchase right assumed and converted by Harrah’swill continue to have the
same terms and conditions set forth in the employee stock purchase plan of Caesars and the other documents governing the
outstanding purchase rights under the employee stock purchase plan, immediately prior to the effective time of the merger, except that
the purchase price of shares of Harrah’s common stock and the number of shares of Harrah’s common stock to be issued upon the
exercise of the purchase rights will be adjusted in accordance with the stock exchange ratio.

Restricted Sock Units. At the effective time of the merger, each restricted stock unit granted under Caesars' 2004 Long Term
Incentive Plan and outstanding immediately prior to the effective time of the merger will vest according to itsterms and as promptly as
practicable following the effective time of the merger, Harrah’ s will cause to be issued to each holder of restricted stock units, in
complete settlement of those restricted stock units, a number of shares of Harrah’s common stock, rounded to the nearest whole
number, net of any applicable withholding, equal to the product of the number of shares of Caesars common stock subject to restricted
stock units credited to the holder’ s account immediately prior to the effective time of the merger multiplied by 0.3247.

Performance Awards. At the effective time of the merger, the forfeiture conditions on each performance award will lapse according to
its terms and, as promptly as practicable following the effective time of the merger, Harrah’ s will cause to be issued to each holder of a
performance award, in complete
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settlement of the performance award, anumber of shares of Harrah’s common stock, rounded to the nearest whole number, net of any
applicable withholding, equal to the product of the number of shares of Caesars common stock issuable upon achievement of all
performance goals set forth in the holder’ s performance award multiplied by 0.3247.

Supplemental Retention Plan. Caesars will take all actions necessary to terminate its supplemental retention plan as of the effective
time of the merger. In connection with the termination of the supplemental retention plan, as promptly as practicable following the
effective time of the merger, Harrah'swill cause to be issued to each participant in the supplemental retention plan, in complete
settlement of the participant’ s rights with respect to supplemental retention units, a number of shares of Harrah’s common stock,
rounded to the nearest whole number, net of any applicable withholding, equal to the product of the number of shares of Caesars
common stock subject to supplemental retention units credited to the participant’ s account immediately prior to the effective time of
the merger multiplied by 0.3247.

Caesars Benefit Plans

Subject to the terms of any collective bargaining agreement in effect on the date of the merger agreement or which may bein effect in
the future, Harrah' swill cause Harrah's Operating Company to maintain, for aperiod of one year after the effective time of the merger,
the Caesars benefit plans as in effect on the date of the merger agreement or to provide benefits, excluding benefits attributable to
equity-based plans or grants, to each current employee of Caesars and its subsidiaries that are at least as favorable in the aggregate to
those employees as the benefitsin effect on the date of the merger agreement. With respect to benefits attributable to equity-based
plans or grants, Harrah’swill, or will cause Harrah's Operating Company to provide that each Caesars employee will be digible to
receive grants in the same manner as similarly situated employees of Harrah's or any of its subsidiaries.

From and after the effective time of the merger, Harrah’ swill, and will cause Harrah's Operating Company to honor in accordance with
their respective terms all of Caesars employment, severance and termination agreements, plans and policies.

With respect to any employee benefit plan, program or arrangement maintained by Harrah's or any of its subsidiaries, including any
severance plan, for al purposes of determining eligibility to participate and vesting but not for purposes of benefit accrual, service
with Caesars or any of its subsidiaries will be treated as service with Harrah's or its subsidiaries, but not including any service that
would result in any duplication of benefits.

Harrah' swill waive, or cause to be waived, any pre-existing condition limitation under any welfare benefit plan maintained by Harrah's
or any of its affiliates, other than Caesars, in which employees of Caesars and its subsidiaries, as well astheir eligible dependents, will
be digible to participate after the effective time of the merger, except to the extent that such pre-existing condition limitation would
have been applicable under the comparable Caesars welfare benefit plan immediately prior to the effective time of the merger. Harrah's
will recognize, or cause to be recognized, the dollar amount of all expensesincurred by each Caesars employee, and his or her eligible
dependents, during the calendar year in which the effective time of the merger occurs for purposes of satisfying that year’s deductible
and co-payment limitations under the relevant welfare benefit plans in which they will be éligible to participate from and after the
effective time of the merger.

I ndemnification

Harrah'swill, to the fullest extent permitted by law, cause Harrah's Operating Company to honor all of Caesars' obligations to
indemnify, including any obligations to advance funds for expenses to, the current or former directors or officers of Caesars for acts or
omissions by such directors and officers occurring prior to the effective time of the merger to the extent that those obligations of
Caesars exist on the date of the merger agreement, whether pursuant to Caesars' certificate of incorporation and bylaws, each as
amended to the date of the merger agreement, individual indemnity or other agreements, and such obligations will survive the merger.
The certificate of incorporation of Harrah' s Operating Company will
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contain provisions no less favorable with respect to indemnification and excul pation of present and former directors and officers of
Caesars than are presently set forth in Caesars' charter and by-laws.

For six years from the effective time of the merger, Harrah’ swill cause to be maintained in effect the current policies of directors and
officers' liability insurance maintained by Caesars with respect to claims arising from or related to facts or events which occurred at or
before the effective time of the merger, although Harrah's may substitute policies with reputable and financially sound carriers of at
least the same coverage and amounts containing terms and conditions which are no less advantageous. However, Harrah’ s will not be
obligated to make annual premium payments for thisinsurance if the premiums exceed 300% of the annual premiums paid as of the date
of the merger agreement by Caesars for the insurance. Further, if the insurance coverage cannot be obtained at al, or can only be
obtained at an annual premium in excess of 300% of the annual premium paid by Caesars as of the date of the merger agreement,
Harrah’ s will maintain the most advantageous policies of directors’ and officers insurance obtainable for an annual premium equal to
that amount.

If Caesarsin its sole discretion elects, by giving written notice to Harrah's at least 60days prior to the effective time of the merger,
then, instead of the insurance described above, effective as of the effective time of the merger, Caesars will purchase a directors' and
officers’ liability insurance “tail” or “runoff” insurance program for a period of six years after the effective time of the merger with
respect to wrongful acts and/or omissions committed or allegedly committed at or prior to the effective time of the merger, provided
that the premium for such “tail” or “runoff” coverage does not exceed 300% of the annua premiums paid as of the date of the merger
agreement by Caesarsfor its current directors' and officers' liability insurance. This coverage will have an aggregate coverage limit
over the term of the insurance in an amount not to exceed the annual aggregate coverage limit under Caesars’ existing directors’ and
officers liahility policy, and in al other respects will be comparable to the existing directors' and officers’ liability policy coverage.

Termination of the Merger Agreement

Termination by Harrah's or Caesars

Either Harrah's or Caesars may terminate the merger agreement at any time before the effective time of the merger if Harrah’sand
Caesars mutually agree in writing to the termination or by written notice of either Harrah's or Caesarsiif:

the merger is not completed by or on July14, 2005, which date may be extended by either party up to and including October14,
2005 in the event al conditions to effect the merger, other than one or more of the regulatory conditions have been or are capable
of being satisfied at the time of the extension, except that this right to terminate the merger agreement is not available to any party
whose failure to fulfill any obligation under the merger agreement has been the cause of, or resultsin, the failure of the merger to
occur on or before such date;

«any governmental entity issues an order, decree or ruling or taken any other action permanently restraining, enjoining or
otherwise prohibiting the merger, and the order, decree, ruling or other action has become final and nonappeal able;

«Caesars stockholders do not approve and adopt the merger agreement and the transactions contemplated by the merger
agreement, including the merger, at aduly convened stockholders meeting, or at any adjournment or postponement of such
stockholders meeting, at which the vote to approve and adopt the merger agreement and the transactions contemplated by the
merger agreement, including the merger, was taken;or

‘Harrah's stockholders do not approve the issuance of Harrah’s common stock to Caesars stockholders in the merger at aduly
convened stockholders meeting, or at any adjournment or postponement of such stockholders meeting, at which the vote to
approve the share issuance was taken.
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Termination by Harrah's

Harrah’s may terminate the merger agreement by written notice at any time prior to completion of the merger if:

«Caesars breaches or fails to perform in any material respect any of its representations, warranties or covenants contained in the
merger agreement, which would result in afailure of aclosing condition relating to the accuracy of the representations and
warranties of Caesars or the performance by Caesars of its obligations under the merger agreement and the breach or failure to
perform cannot be or has not been cured within 60days after giving written notice to Caesars of the breach;

«the Caesars board of directors withdraws or adversely modifies its recommendation, or resolves to do so, of the merger
agreement;or

«the Caesars board of directors approves or recommends to Caesars stockholders, or resolves to do so, atakeover proposal other
than the merger agreement.

Termination by Caesars

Caesars may terminate the merger agreement by written notice at any time prior to completion of the merger if:

Harrah's or Harrah's Operating Company breaches or fails to perform in any material respect any of its representations,
warranties or covenants contained in the merger agreement, which would result in afailure of aclosing condition relating to the
accuracy of the representations and warranties of Harrah's or Harrah' s Operating Company or the performance by them of their
obligations under the merger agreement and the breach or failure to perform cannot be or has not been cured within 60days after
giving written notice to Harrah's of the breach;or

«prior to the receipt of the approval of the merger agreement by Caesars stockholders, Caesars (a)receives a superior proposal as
described above under “—Caesars Prohibited From Soliciting Other Offers,” (b)resolves to accept such superior proposal,
(c)gives Harrah' s three business days prior written notice of its intention to terminate the merger agreement, (d)the proposal
continues to constitute a superior proposal taking into account any revised proposal made by Harrah's during such three
business day period and (e)Caesars pays the break-up fee described below under “—Break-up Fee.”

Caesars may not terminate the merger agreement pursuant to the superior proposal termination provision described aboveif itisin
breach of its obligations under the no solicitation provisions of the merger agreement.

Break-up Fee

Caesars has agreed to pay Harrah's a break-up fee of $180.0million within two business days of written notice of termination if the
merger agreement is terminated by Harrah' s because the Caesars board of directors withdraws or adversely modifiesits
recommendation, or resolves to do so, of the merger agreement or approves or recommends, or resolves to do so, to Caesars
stockholders atakeover proposal other than the merger agreement.

Caesars has agreed to pay Harrah's the break-up fee concurrently with termination of the merger agreement if the merger agreement is
terminated by Caesars because, prior to receipt of the approval of the merger agreement by Caesars stockholders, Caesars:

receives a superior proposal as described above under “—Caesars Prohibited From Soliciting Other Offers;”

resolves to accept the superior proposal;
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gives Harrah' s three business days prior written notice of its intention to terminate the merger agreement;and

«the proposal continues to constitute a superior proposal after taking into account any revised proposal made by Harrah's during
such three business day period.

Caesars will pay Harrah' s the break-up fee on the date of the completion of atakeover proposal as described below if:

«after July14, 2004, any person publicly announces a takeover proposal which has not been expressly and bona fide publicly
withdrawn;

the merger agreement is terminated by either Caesars or Harrah's because Caesars stockholders did not approve and adopt the
merger agreement and the transactions contemplated by the merger agreement, including the merger, at a duly convened
stockholders meeting at which the vote to approve and adopt the merger agreement and the transactions contemplated by the
merger agreement, including the merger, was taken and at that time Harrah' sis not in breach in any materia respect of any of its
representations, warranties and covenants contained in the merger agreement;

swithin 12months after the date of the merger agreement Caesars entersinto a definitive agreement to complete, or completes, a
takeover proposal;and

«the takeover proposal is completed.

For purposes of determining whether a break-up feeis payable in the situation described in the previous paragraph, the term “takeover
proposal” will mean:

«any proposal or offer for a merger, consolidation, dissolution, recapitalization or other business combination involving Caesars
or any significant subsidiary;
«any proposal for the issuance by Caesars of over 50% of its equity securities;

«any proposal or offer to acquire in any manner, directly or indirectly, over 50% of the equity securities or consolidated total
assets of Caesars;or
«any combination of the above,

in each case, other than the merger.

If Caesarsfails promptly to pay the break-up fee when required, and, in order to obtain the payment, Harrah's commences a suit that
resultsin ajudgment against Caesars for the break-up fee, Caesars will pay to Harrah' s interest on the break-up fee from and including
the date payment of the break-up fee was due to, but excluding, the date of actual payment at the prime rate of Bank of America,
National Association in effect on the date the payment was required to be made.

Effect of Termination

In the event of termination of the merger agreement by either Harrah's or Caesars in accordance with the terms of the merger
agreement, the merger agreement will immediately become void and have no effect. Harrah's, Harrah's Operating Company or Caesars
will not have any liability or obligation to the other parties, except to the extent that the termination results from the willful and material
breach by a party of any representation, warranty or covenant set forth in the merger agreement, and other than the payment of fees
and expenses described above under “—Fees and Expenses’ and “—Break-up Fee,” certain provisions relating to confidentiality, and
certain other general provisions which will survive the termination.

114

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

Feesand Expenses

Except as provided under “—Break-up Fee,” all fees and expenses incurred in connection with the merger will be paid by the party
incurring the fees or expenses, whether or not the merger is completed, other than expensesincurred in connection with filing, printing
and mailing this joint proxy statement/ prospectus which will be shared equally by Harrah’s and Caesars.

Public Announcements

Harrah's and Harrah' s Operating Company, on the one hand, and Caesars, on the other hand, will consult with each other before
issuing, and provide each other reasonable opportunity to review and comment upon, any press release or other public statements
with respect to the merger and the other transactions contemplated by the merger agreement and will not issue any such press release
or make any public statement prior to consultation with the other, except as may be required by applicable law, court process or by
obligations pursuant to any listing agreement with any national securities exchange.

Transfer Taxes

All stock transfer, real estate transfer, documentary, stamp, recording and other similar taxes, including interest, penalties and
additions to those taxes, incurred in connection with the transactions contemplated by the merger agreement will be paid by Harrah’s
Operating Company, and Caesars will cooperate with Harrah’s Operating Company, and Harrah' s in preparing, executing and filing any
tax returns with respect to those taxes.

Stock ExchangeListing

Harrah’ swill use all reasonable efforts to cause the shares of Caesars common stock to be issued in the merger to be approved for
listing on the N SE, subject to official notice of issuance, prior to the closing date of the merger.

Tax Treatment

Harrah's and Caesars intend the merger to qualify as a reorganization within the meaning of Section368(a) of the Internal Revenue
Code. Each party and its respective subsidiaries will use their commercially reasonable efforts to cause the merger to quaify asa
reorganization within the meaning of Section368(a) of the Internal Revenue Code. Except with respect to any divestures that may be
undertaken pursuant to the merger agreement, Harrah's, Caesars and their respective subsidiaries will not take any action that would
disqualify the merger as areorganization within the meaning of Section368(a) of the Internal Revenue Code. For a description of certain
tax consequences of the merger, see “The Merger— Material United States Federal Income Tax Consequence’ on pageS1.

Harrah’'s and Caesars will cooperate and use their commercially reasonable efforts in order for Harrah' s to obtain from Latham Watkins
LLP, and Caesars to obtain from Skadden, Arps, Slate, Meagher Flom LLP, an opinion that the merger will qualify as areorganization
within the meaning of Section368(a) of the Internal Revenue Code. However, in the event that either counsel is unable to render such
an opinion, at either party’s option, acting reasonably, the merger will be restructured in a manner intended to qualify as atransaction
described in Section351 of the Internal Revenue Code. In such event, the merger would be restructured to provide for the formation by
Harrah's and Caesars of a new corporation, the formation by the new corporation of two wholly-owned corporations and the merger of
one of the newly formed subsidiaries with and into Harrah’s, with Harrah' s being the surviving entity, and the merger of the other
newly formed subsidiary with and into Caesars, with Caesars being the surviving entity. In such case, each party and its respective
subsidiaries will use their commercially reasonable efforts to cause the alternative transaction to qualify as a transaction described in
Section351 of the Internal Revenue Code and will not take any action that would cause the alternative transaction not to qualify asa
transaction described in Section351 of the Internal Revenue Code. The materia tax
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consequences of the alternative transaction generally would be the same as those described in the section entitled “ The Merger—
Material United States Federal Income Tax Consequences’ on pageS1.

Each of Harrah's and Caesars also have the option, acting reasonably, to restructure the merger in the event the total fair market value
of Harrah's common stock received by Caesars stockholdersin the merger is greater than or equal to 80% of the aggregate fair market
value of the Caesars common stock outstanding immediately prior to the merger, with the shares of Harrah's common stock being
valued as of the anticipated closing date. In such event, Harrah’ s would form a new wholly-owned subsidiary that would merge with
and into Caesars, with Caesars being the surviving entity, in atransaction that would qualify as reorganization within the meaning of
Section368(a) of the Internal Revenue Code. The material tax consequences of this alternative merger would be the same as those
described in the section entitled “ The Merger— Material United States Federal Income Tax Consegquences’ on pageSl.

If the merger isrestructured in either manner, the merger agreement and certain exhibits to the merger agreement will be amended by
the parties as appropriate. However, no restructuring of the merger may (i)result in any change in the merger consideration, (ii)be
materially adverse to the interests of Harrah's, Harrah's Operating Company, Caesars, the holders of Harrah’s common stock or
holders of Caesars common stock or (iii)unreasonably impede or delay completion of the merger.

Stockholder Litigation

Caesars will give Harrah' s the opportunity to participate in the defense or settlement of any stockholder litigation against Caesars and
its directors relating to the merger or any other transaction contemplated by the merger agreement. Harrah’ swill give Caesars the
opportunity to participate in the defense or settlement of any stockholder litigation against Harrah's and its directors relating to the
merger or any other transaction contemplated by the merger agreement. No settlement agreement with respect to any stockholder
litigation against Harrah' s or Caesars and their respective directors relating to the merger or any other transaction contemplated by the
merger agreement may be agreed to without the consent of the other party.

Harrah'sBoard of Directors

After completion of the merger, there will be at least 12 members of the Harrah's board of directors, but no more than 14 members. All
of the ten current members of the Harrah' s board of directors are expected to remain as members of the Harrah’ s board of directors after
the completion of the merger. PhilipG. Satre previously announced his resignation as Chairman of Harrah' s board of directors, which
was effective December31, 2004. The Harrah's board of directorsis classified into three separate classes of directors, with staggered
three year terms. There are currently three Classl directors with terms expiring in 2006, three Classl| directors with terms expiring in 2007
and four Classl1 directors with terms expiring in 2005. At or prior to the effective date of the merger, Harrah's board of directors will
take all necessary action so that, effective immediately following the effective date of the merger, William Barron Hilton and Stephen F.
Bollenbach will be appointed to Harrah' s board of directors. Mr.Hilton will be a Classl director, with aterm expiring in 2006, and
Mr.Bollenbach will be a Classl| director, with aterm expiring in 2007. In addition, as soon as practicable after the date of the merger
agreement and prior to the completion of the merger, the Nominating/Corporate Governance Committee of Harrah's board of directors
will consider recommending for appointment an additional Caesars director to the Harrah's board of directors. Harrah' s board of
directors will also consider the nomination of one further additional Caesars director to Harrah's board of directors.

Caesar s Rights Agreement

Except for any actions permitted to be taken by the merger agreement, Caesars will not:

redeem the rights associated with Caesars' rights agreement with Wells Fargo Bank as rights agent;

«amend its rights agreement;
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take any action which would allow any person other than Harrah's, Harrah’ s Operating Company or any subsidiary of Harrah's
to become a beneficia owner of 15% or more of the outstanding shares of Caesars common stock without causing a “shares
acquisition date,” or a“distribution date” as such terms are defined in Caesars' rights agreement, to occur;or

«adopt a stockholder rights plan or “poison pill.”

In addition, the board of directors shall not make a determination that Harrah's, Harrah's Operating Company or any of their respective
affiliates or associatesis an acquiring person for purposes of Caesars' rights agreement.

Amendments, Extensonsand Waivers

Amendments

The merger agreement may be amended by the parties at any time prior to the effective time of the merger by an instrument in writing
signed on behalf of each of the parties. However, after the approval of the merger agreement at the special meeting of Caesars
stockholders or the approval of the issuance of shares of Harrah’s common stock in the merger at the special meeting of Harrah's
stockholders, there will be no amendment to the merger agreement made that by law, or, in the case of the approval at the specia
meeting of Harrah's stockholders, by the regulations established by the NY SE, requires further approval by the stockholders of
Caesars or Harrah' s without the further approval of the stockholders of Caesars or Harrah's. No amendment will be made to the merger
agreement after the effective time of the merger and, except as provided in the immediately preceding sentence, no amendment will be
made to the merger agreement if it will require the approval of the stockholders of Caesars.

Extensions and Waivers
At any time prior to the effective time of the merger, any party to the merger agreement may:

«extend the time for the performance of any of the obligations or other acts of the other parties;

waive any inaccuracies in the representations and warranties of the other parties contained in the merger agreement or in any
document delivered pursuant to the merger agreement; or

swaive compliance by the other parties with any of the agreements or conditions contained in the merger agreement except as
limited by the provisions of the merger agreement described above in the section “—Amendments.”

Except as described above in the section “—Amendments,” no extension or waiver by Caesars shall require the approval of the
stockholders of Caesars. Any agreement on the part of either party to any extension or waiver will be valid only if set forthin an
instrument in writing signed by that party. The failure of any party to the merger agreement to assert any of its rights under the merger
agreement or otherwise will not constitute awaiver of those rights.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

The following unaudited pro forma condensed combined financia statements are derived from and should be read in conjunction with
historical consolidated financial statements and related notes of Harrah's, Horseshoe, and Caesars, which are incorporated by
reference in thisjoint proxy statement/ prospectus. Harrah's, through its wholly-owned subsidiary, Harrah's Operating Company,
acquired Horseshoe on July1, 2004.

The unaudited pro forma condensed combined statements of income for the nine months ended September30, 2004, and the year
ended December31, 2003, give effect to:

Harrah's acquisition of Horseshoe;

«certain adjustments that are directly attributable to the acquisition of Horseshoe and will have a continuing impact, including
certain operational benefits arising from the elimination of duplicative corporate office and operational support functions;
Harrah' s financing of the Horseshoe acquisition and refinancing of the existing indebtedness of Horseshoe, including the
redemption of all of Horseshoe's $535million, face amount, 8 5/8%Senior Subordinated Notes due July 2009 on August2, 2004,
pursuant to a redemption notice dated July1, 2004;

Harrah's sale of al of the outstanding limited and general partnership interests of the partnership that owns Harrah's Shreveport
Hotel and Casino, or Harrah's Shreveport, which was completed in May 2004;

Harrah’s and Caesars' agreement to sell the assets and certain related current liabilities of Harrah's East Chicago and Tunica
properties and of Caesars' Atlantic City Hilton and Bally’s Tunica properties;

«Caesars agreement to sell the equity interests of Belle of Orleans, LLC, which does business as Bally’s Casino New Orleans;

«Caesars agreement to sell the assets and certain related liabilities of Caesars Tahoe;

the merger of Caesars with Harrah's Operating Company, after giving pro forma effect to Harrah's sale of Harrah' s Shreveport,
acquisition of Horseshoe, Harrah's and Caesars' proposed sales of Harrah's East Chicago, Harrah's Tunica, Caesars' Atlantic
City Hilton and Bally’s Tunica and Caesars proposed sales of Bally’s Casino New Orleans and Caesars Tahoe; and

Harrah' s financing of the cash portion of the Caesars merger with $1.9billion in new debt, including anticipated acquisition costs.

The unaudited pro forma condensed combined statements of income assume that each of these transactions were consummated on
Januaryl, 2003.

The unaudited pro forma condensed combined balance sheet presents the combined financial position of Harrah's and Caesars as if

Harrah’s merger with Caesars was consummated on September30, 2004, and gives effect to the merger with Caesars and the estimated
incremental debt.

The unaudited pro forma condensed combined financial statements have been prepared based upon currently available information
and assumptions that are deemed appropriate by Harrah’s management. The pro formainformation isfor informational purposesonly
and isnot intended to beindicative of the actual consolidated financial position or consolidated resultsthat would have been reported
had thetransactions occurred on the datesindicated, nor doestheinformation represent a forecast of the consolidated financial
position at any future date or the combined financial resultsof Harrah's, Hor seshoe and Caesarsfor any future period.

The unaudited pro forma condensed combined financial statements of Harrah’'s are prepared in accordance with Articlell of
RegulationS-X.

Y ou should read the financial information in this section along with Harrah’s, Hor sesho€ sand Caesars historical consolidated
financial satementsand accompanying notesincor porated by referencein thisjoint proxy statement/ prospectus. See“ Additional
Infor mation — Where You Can Find Morelnformation” on pagel4y.
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Revenues
Casino
Food and beverage
Rooms
Management fees
Other
Less: casino promotional
allowances
Tota
revenues
Operating expenses
Direct
Casino
Food and beverage
Rooms
Depreciation and
amortization
Write-downs, reserves and
recoveries
Project opening costs
Property general,
administrative and other

Corporate expense

(Income) losses on

interestsin

nonconsolidated affiliates
Total
operating
expenses

Income from operations

Interest expense, net of
interest capitalized

Loss on early extinguishment
of d

Other income, including
interest income

Income before income taxes
and minority interests
Provision for income taxes

Minority interests

Income from continuing

operations

Earnings per share from

continuing operations
Basic

Diluted

Weighted average common
shares outstanding

Weighted average common
and common equivalent shares
outstanding

HARRAH'SENTERTAINMENT, INC.

UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME

Harrah's
Historical

(Notel)

2,999.8
497.5
293.5

45.4
161.1
(638.0

3,359.3

1,497.6
205.9
50.4
243.8
2.1

78

677.2

48.0

0.3

2,733.1

626.2

(1955

53
436.0
(160.1
(6.3

269.6

2.43
2.39
1111

112.8

See accompanying Notes to the Unaudited Pro Forma Condensed Combined Financial
Statements, which are an integral part of these statements, beginning on pagel22.

FOR THE NINE MONTHSENDED SEPTEMBER30, 2004

Shreveport
Sale
Adjustments

(Note2)

$ (641 )
(84 )
(63 )
(19 )
15.9

(64.8

(36.4

(L7

(05 )

02 )

(127 )

(51.5 )

(133 )
16

(1.7 )
4.3
0.3

$  (71)

$

(In millions, except per shareamounts)

Horseshoe

Historical

(Note3)

437.2
40.1
15.3

9.2
(794 )
4224

2445
12.4
1.0

27.0

108.7

31.5

425.1

(27 )
(238 )

(02)
0.3
(26.4 )

(26.4 )

(Noted)

(30.8

(83.2

83.2
(36.6
(1.0

23.8

69.4

(16.0

53.4

0 2005.

Horseshoe
Pro Forma

Adjustments

)@

)(b)
@
)(0)

)©
)@
©

)0

Harrah'sas
Adjusted for

Hor seshoe

$ 33729
529.2

302.5

45.4

168.4

(7015

3,716.9

1,705.7
216.6
50.9
260.0
19

7.8

731.6

48.7

0.3

3,023.5

693.4

(2315

(0.2)
5.6
467.3

(1718

(6.0 )

$ 289.5

$ 2.57
1111

112.8

119

$

Caesars
Historical

(Note5)

2,254.0
584.0
560.0

23.0
256.0
(372.0

3,305.0

1,131.0
327.0
134.0
314.0

11.0
7.0

834.0

40.0

(14.0

2,784.0

521.0

(217.0

8.0
312.0
(142.0
(6.0

164.0

EDGAR Onl i ne,

I nc.

Proposed
Dispositions

(Notes)

(770 )
(210 )
(130 )
(7.0 )
14.0

(104.0

(51.0 )
(110 )
(20 )
(7.0 )
(9.0 )

(380 )

(118.0

14.0

10.4

24.4

(05 )

23.9

$

Caesars
ProForma
Adjustments

(Notes)

(78.4 )
(1.4 )(h)

(798 )
29.7 ()

(50.1 )

Harrah'sas
Adjusted for
Horseshoe

and Caesars

5,549.9
1,092.2
849.5
68.4
4174

(1,059.5 )

6,917.9

2,785.7
532.6
182.9
567.0

3.9
14.8

1,527.6

88.7

(137 )

5,689.5

1,228.4
(517.9 )

02 )
13.6
723.9
(2846 )
(120 )

427.3

2.40

178.1

181.8
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Revenues
Casino
Food and beverage
Rooms
Management fees
Other
Less: casino promotional
allowances
Tota
revenues
Operating expenses
Direct
Casino
Food and beverage
Rooms
Depreciation and
amortization
Write-downs, reserves
and recoveries
Project opening costs
Property general,
administrative and other

Corporate expense

Losses (income) on

interestsin

nonconsolidated affiliates
Total
operating
expenses

Income from operations

Interest expense, net of
interest capitalized

Losses on early
extinguishments of debt
Other income, including
interest income

Income before income taxes
and minority interests
Provision for income taxes

Minority interests

Income from continuing

operations

Earnings per share from

continuing operations
Basic

Diluted

Weighted average common
shares outstanding
Weighted average common
and common equivalent
shares outstanding

HARRAH'SENTERTAINMENT, INC.

UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER31, 2003

(In millions, except per shareamounts)

Shreveport Hor seshoe Caesars Harrah's
Harrah's Sale Hor seshoe ProForma Harrah's Caesars Proposed ProForma as Adjusted
Historical Adjustments Historical Adjustments as Adjusted Historical Dispositions Adjustments for Horseshoe
(Notel) (Note2) (Note3) (Noted) for Horseshoe (Note5) (Note6) (Note8) and Caesars
$ 3,458.4 $ (170.0 ) $ 848.2 $ — $ 4,136.6 $ 2,885.0 $ (111.0 ) $ — $ 6,910.6
596.8 (217 ) 80.2 - 655.3 716.0 (28.0 ) - 1,343.3
339.0 (15.0 ) 30.0 — 354.0 671.0 (16.0 ) — 1,009.0
72.2 — — — 72.2 27.0 — — 99.2
190.1 (4.0 ) 18.4 — 204.5 278.0 (9.0 ) — 4735
(707.6 ) 33.6 (150.5 ) — (8245 ) (482.0 ) 17.0 — (1,289.5 )
3,948.9 1771 ) 826.3 — 4,598.1 4,095.0 (147.0 ) — 8,546.1
1,748.7 (932 ) 479.6 - 2,135.1 1,533.0 (68.0 ) - 3,600.1
255.2 65 ) 26.7 — 275.4 397.0 (15.0 ) — 657.4
65.3 (16 ) 2.0 — 65.7 166.0 (3.0 ) — 228.7
299.1 (10.0 ) 53.4 (21.0 )@ 3215 415.0 (11.0 ) — 725.5
10.5 (11 ) — — 9.4 127.0 (38.0 ) — 98.4
7.4 — — — 7.4 1.0 — — 8.4
830.3 (32,9 ) 121.3 0.3 )(b) 926.5 1,032.0 (52.0 ) — 1,906.5
81 (a
52.6 — 22.9 (21.7 )(b) 53.8 36.0 — — 89.8
1.0 — — — 1.0 (19.0 ) — — (18.0 )
3,270.1 (145.3 ) 705.9 (34.9 ) 3,795.8 3,688.0 (187.0 ) — 7,296.8
678.8 (31.8 ) 120.4 34.9 802.3 407.0 40.0 — 1,249.3
(234.4 ) 4.0 (49.5 ) (733 )© (305.9 ) (312.0 ) 85 (1045 )(g) (715.9 )
23 )@ (20 )b
49.6 (e
(19.1 ) — — — (19.1 ) — — — (19.1 )
2.9 (01 ) 0.7 — 35 5.0 — — 8.5
428.2 (279 ) 71.6 8.9 480.8 100.0 48.5 (106.5 ) 522.8
(155.6 ) 10.0 — (29.9 )(f) (1755 ) (63.0 ) 57 395 (i) (1933 )
(115 ) 1.0 — — (105 ) (3.0 ) — — (135 )
$ 261.1 $ (169 ) $ 71.6 $ (210 ) $ 294.8 $ 34.0 $ 54.2 $ (67.0 ) $ 316.0
$ 2.40 $ 271 $ 1.80
$ 2.36 $ 2.67 $ 1.77
109.0 109.0 176.0
110.4 110.4 178.1

See accompanying Notes to the Unaudited Pro Forma Condensed Combined Financial
Statements, which are an integral part of these statements, beginning on pagel22.
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HARRAH'SENTERTAINMENT, INC.

UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
ASOF SEPTEMBERS30, 2004

Harrah's
Historical
(Notel)
ASSETS
Current assets
Cash and cash equivalents $ 402.0
Receivables, net of allowance 115.2
for doubtful accounts
Deferred income taxes 66.5
Inventories, prepayments 1124
and other
Total current 696.1
assets
Land, buildings, riverboats and 4,638.3
equipment, net of accumulated
depreciation
Assets held for sale 500.2
Investments in and advances to 6.6
nonconsolidated affiliates
Goodwill and other intangible 2,155.1
assets
Deferred costs and other 307.7
$ 8,304.0

LIABILITIESAND STOCKHOLDERS EQUITY

Current liabilities

Accounts payable $ 131.0
Accrued expenses 663.5
Current portion of long-term 17
debt
Total current 796.2
lighilities
Long-term debt 4,956.0
Liabilitiesheld for sdle 10
Deferred credits and other 199.3
Deferred income taxes 360.7
6,313.2
Minority interests 327
Commitments and contingencies
Stockholders' equity
Common stock 112
Capital surplus 1,360.6

$

(In millions)
Caesars Proposed
Historical Dispositions
(Note5) (Notes)
318.0 $ (11.0)
148.0 —
108.0 (1.0)
154.0 (30)
728.0 (15.0)
7,152.0 (41.0)
493.0 (984.0)
77.0 —
700.0 (12.0)
339.0 (10.0)
9,489.0 $  (1,0620)
65.0 $ —
608.0 (40)
8.0 —
681.0 40)
4,171.0 (1,033.2 )
61.0 (61.4)
206.0 (6.0)
954.0 (55)
6,073.0 (1,110.1 )
30 —
3,906.0 —

eeare oy RUGAKY o onn 0 2005.

EDGAR Onl i ne,

Caesars
ProForma
Adjustments
(Note8)

1,903.1 (j)
(116 )(k)
(1,903.1 )()

(116)

1,729.1 ()

336.5 (M)
11.6 (K)
2,065.6

1,903.1 (j)
3365 (m)

(3.0)()
6.7 ()
(3,906.0 )(I)
3,261.3 (I)

Harrah's
asAdjusted

for Caesars

697.4

263.2

1735
263.4

1,397.5

11,749.3

9.2

83.6

4,908.7

648.3
18,796.6

196.0
1,267.5
9.7

1,473.2
10,3334
0.6
399.3
1,309.2
13,515.7
32.7

17.9

4,621.9



Retained earnings 598.5
(accumulated deficit)

Accumulated other (0.6)
comprehensive (loss) income
Deferred compensation (11.6)
related to restricted stock
1,958.1
$ 8,304.0

See accompanying Notes to the Unaudited Pro Forma Condensed Combined Financial Statements,

(508.0 )

15.0

3,416.0
9,489.0

481
$  (1,0620)

$

4820 (1)

(15.0 )()

(174.0)
2,065.6

which are an integral part of these statements, beginning on pagel22.
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06)
(116)

5,248.2
18,796.6
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HARRAH'SENTERTAINMENT, INC.

NOTESTO THE UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL STATEMENTS

Notel— Harrah's Basis of Presentation

Historical financia information for Harrah's as of and for the nine months ended September30, 2004, and the year ended December31,
2003, has been derived from Harrah's historical financial statements. Harrah' s financial statements for the year ended December31,
2003, have been restated to present certain properties as assets and liabilities held for sale and as discontinued operations.

Note?2— Pro Forma Sale of Harrah’s Shreveport

The operating results of Harrah's Shreveport, which was sold May19, 2004, are being eliminated, and interest expenseis being
reduced on the assumption that net proceeds from the sale were used to reduce outstanding debt. The sale of Harrah's Shreveport
avoided over-exposure in that market and facilitated gaining regulatory approval for the acquisition of Horseshoe.

Note3— Hor seshoe Basis of Presentation

Historicd financia information for Horseshoe for the six months ended June30, 2004, and the year ended December31, 2003, has been
derived from Horseshoe' s historical financia statements. Certain reclassifications have been made to the historical Horseshoe financial
statements to conform to the presentation used in Harrah' s historical financial statements. Such reclassifications had no effect on
Horseshoe' s previously reported income from continuing operations.

Noted— Hor seshoe Pro For ma Statements of |ncome Adjustments

Following are brief descriptions of the pro forma adjustments to the statements of income to reflect the July1, 2004, acquisition of
Horseshoe. For purposes of this pro forma financial information, depreciation expense related to property and equipment is based on
Harrah's estimated useful lives of 10 to 40years for buildings, improvements, riverboats and barges and 2 to 15years for furniture,
fixtures and equipment. Most of the intangible assets included in the Horseshoe acquisition are anticipated to have indefinite lives
and, therefore, to be non-amortizing. See (a) below for a description of intangible assets to be amortized.

(a)Adjusts depreciation expense based on the fair value and estimated lives assigned to buildings, riverboats, furniture, fixtures
and equipment in our preliminary purchase price allocation. Also records amortization of estimated intangible assets for the
recognition of customer lists with estimated lives of 15years and for an agreement to be amortized over four years.

(b)Eliminates acquisition-related costs triggered by “change of control” provisionsin certain of Horseshoe's benefit plans,
including a retention bonus plan, employment agreements and executive severance agreements of $21.5million for the six months
ended June30, 2004, and Horseshoe' s Equity Incentive Plan of $43.4million for the six months ended June30, 2004. Also records
the impact on expenses of certain operational efficiencies for functions that will be eliminated or reduced as aresult of the
acquisition of Horseshoe. The elimination of duplicative corporate office and operational support functions reduces expenses by
$11.5million for the six months ended June30, 2004, and reduces expenses by $22.0million for the year ended December31, 2003.

(c)Reflectsincrease in interest expense comprised of incremental borrowingsincurred by Harrah'sto fund the acquisition,
including transaction costs, and the retirement of Horseshoe' s 8 5/8%Senior Subordinated Notes (see (e)below). The pro forma
interest expense arising from the additional borrowings has been computed using the stated rate on $500million of Harrah's
5.375%Senior Notes and on $750million of Harrah's 5.5%Senior Notes and the rate as of the acquisition date, which was 2.2%, on
approximately $230million of Harrah'srevolving credit
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agreement. Each 1/8% change in the floating rate on the approximate $230million borrowed under the revolving credit agreement
would result in achange in interest expense of $143,750 for the six months ended June30, 2004, and $287,500 for the year ended
December31, 2003.

(d)Reflects additional interest expense for the amortization of deferred finance charges and the discount arising from the
incremental borrowings incurred by Harrah's (see (c)above) to fund the acquisition of Horseshoe and the retirement of
Horseshoe' s 8 5/8%Senior Subordinated Notes (see (e)below).

(e)Reflects reduction in interest expense, including amortization of deferred finance charges and of the discount related to the
debt, to reflect the retirement of all $535million of Horseshoe' s 8 5/8%Senior Subordinated Notes due 2009, using funds described
in (c)above.

(f)Records the estimated tax effect of the pro forma adjustments and on the historical taxable income of Horseshoe. Horseshoe
had elected to be taxed as an SCorporation for federal income tax purposes and, accordingly, made no provision in the accounts
of Horseshoe for federal income taxes. The estimated tax rate was cal culated using the federal statutory rate of 35% plus a state
income tax rate of 2.25% at September30, 2004, and of 2.1% at December31, 2003.

Noteb— CaesarsBasis of Presentation

Historical financia information for Caesars as of and for the nine months ended September30, 2004, and the year ended December31,
2003, has been derived from Caesars' historical financial statements which have been reclassified to present the Atlantic City Hilton
and Bally’s Tunica as assets and liabilities held for sale and as discontinued operations. Certain reclassifications have been made to
the historical Caesars financial statements to conform to the presentation used in Harrah's historical financial statements. Such
reclassifications had no effect on Caesars' previously reported income from continuing operations.

Note6— Pro Forma Sale of Properties

Caesars has agreed to sell the equity interests of Belle of Orleans, LLC, which owns and operates Bally's Casino New Orleans and the
assets and certain related current liabilities of Caesars Tahoe. The sales are not conditioned on closing of the merger and are subject
to regulatory approvals and other conditions. The operating results of these two properties are eliminated and interest expenseis
reduced on the assumption that net proceeds from the sale would be used to reduce outstanding debt. Pro forma adjustments have
been made to remove the assets and liabilities being sold. Certain assets and liabilities are not included in the sale and, therefore, pro
forma adjustments have not been made for those items.

The pro forma adjustments for the sales of properties also assumes the sales of the assets and certain related liabilities of Harrah's
East Chicago and Harrah's Tunica properties and of Caesars' Atlantic City Hilton and Bally’s Tunica properties to an affiliate of
Colony Capital,L L C. These properties have been reclassified as assets and liabilities held for sale and discontinued operationsin
Harrah's and Caesars' respective financial statements. Proforma adjustments have been made to remove the assets and liabilities being
sold, and interest expense is reduced on the assumption that net proceeds from the sales would have been used to reduce outstanding
debt.

Note/— CaesarsMerger

On July14, 2004, Harrah's, Harrah' s Operating Company and Caesars entered into an agreement providing for the merger of Caesars
with Harrah's Operating Company.
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The following tables set forth the determination of the consideration to be paid for Caesars and the preliminary allocation of the
purchase price. The purchase price is based on amarket value of $48.74per share of Harrah’s common stock, which is the average of
the quoted market price of Harrah’s common stock for the period beginning two trading days before and ending two trading days after
the merger was announced.

(In millions)

Estimated cash consideration $ 1831
Estimated value of stock consideration 32680
Fair market value of Caesars debt assumed by Harrah's 45155
Estimated transaction costs and expenses 50.0
Pro forma purchase price $ 96866

The preliminary determination of the consideration to be paid is based on the number of outstanding shares of Caesars common stock
at September30, 2004. The fina determination of the purchase price will be dependent on the number of shares of Cagsars common
stock at the closing of the transaction and the balance of Caesars' outstanding debt. An increase or decrease in shares outstanding of
one million shares would result in an increase or decrease of approximately $6.0million of estimated cash consideration and
approximately $10.6million increase or decrease in the value of the stock consideration.

The preliminary allocation of the pro forma purchase priceis asfollows:

(In millions)

Land, buildings, riverboats, furniture, fixtures and equipment $ 71110

Goodwill and other intangible assets 2,753.6
Other, net (178.0)

$ 96866

Thefinal purchase price allocation will be completed after the transaction closes. The preliminary purchase price allocation used for
the purpose of this pro formafinancial information is based on Caesars book value of assets and liabilities at September30, 2004. The
final purchase price and its allocation will be based on independent appraisals, discounted cash flows, quoted market prices and
estimates by management and will be completed within one year from closing of the transaction.

Note8— Caesar s Pro Forma Statements of I ncome Adjustments

Following are brief descriptions of the pro forma adjustments to the statements of income to reflect the merger of Caesars with
Harrah's Operating Company. For purposes of this pro formafinancial information, depreciation expense related to property and
equipment is based on Caesars' estimated useful lives of 30 to 40years for buildings and riverboats and 3 to 10years for furniture and
equipment. Since most of the intangible assets included in the Caesars merger are anticipated to have indefinite lives and, therefore, to
be non-amortizing, no amortization of intangible assets has been included in the pro forma financial information. Estimated useful lives
and amortization periods of property, equipment and intangible assets will be determined during the purchase price allocation and
adjusted accordingly.

The unaudited pro forma condensed combined financial statements do not reflect any synergistic benefits that may be realized
through the combination of the two companies or costs that may be incurred
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in integrating their operations. We estimate that we will realize approximately $80million of synergiesin thefirst full year after the
merger.

(g)Reflectsincrease in interest expense comprised of incremental borrowings incurred by Harrah' s to fund the cash portion of

the merger, including transaction costs. The pro formainterest expense arising from the additional borrowings has been computed
using Harrah's current average interest rate of 5.3%. Each 1/8% change in the estimated interest rate on the approximate
$1.9billion borrowed to finance the cash portion of the merger would result in achange in interest expense of $1.8million for the
nine months ended September30, 2004, and $2.4million for the year ended December31, 2003.

(h)Reflects additional interest expense for the amortization of deferred finance charges arising from the incremental borrowings
incurred by Harrah's (see (g)above) to fund the acquisition of Caesars.

(i)Records the estimated tax effect of the pro forma adjustments and on the historical taxable income of Caesars. The estimated
tax rate was calculated using the federal statutory rate of 35% plus a state income tax rate of 2.25% at September30, 2004, and of
2.1% at December31, 2003.

Noted— Caesar s Pro Forma Balance Sheet Adjustments

Following are brief descriptions of the pro forma adjustments to the balance sheet to reflect the merger of Caesars with Harrah's
Operating Company.

(j)Records additional borrowingsincurred to fund the merger.

(k)Records deferred financing costsincurred to borrow funds to fund the merger.

(IRecords the acquisition of 100% of the equity of Caesars and reflects as goodwill and other intangible assets the excess of the
purchase price over the estimated fair value of net tangible assets acquired and liabilities assumed.

(m)Reflects the adjustment of Caesars' outstanding debt to fair value.
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COMPARISON OF STOCKHOLDER RIGHTSAND CORPORATE GOVERNANCE MATTERS

Both Caesars and Harrah' s are incorporated under the laws of the State of Delaware and, accordingly, the rights of the stockholders of
each are currently governed by the Delaware General Corporation Law, or the DGCL. Before the completion of the merger, the rights of
holders of Caesars common stock are also governed by the Rights Agreement, dated as of December29, 1998, as amended, by and
among Caesars and Wells Fargo Bank, N.A. (as successor to ChaseMellon Shareholder Services, L.L.C.) asrights agent. Upon
completion of the merger, stockholders of Caesars who elect to receive Harrah's common stock in the merger or receive Harrah's
common stock in the merger as aresult of the pro rata adjustments (as described under the section entitled “ The Merger Agreement—
Merger Consideration— Stock Cap and Proration” on page97) will exchange all or a portion of their shares of Caesars common stock
for Harrah’s common stock. Accordingly, upon completion of the merger, the rights of Caesars stockholders who become stockholders
of Harrah'sin the merger will be governed by the DGCL, the amended and restated certificate of incorporation of Harrah's, as amended,
the amended and restated bylaws of Harrah's, and the Rights Agreement, dated as of October5, 1996, between Harrah’s and The Bank
of New Y ork, asrights agent, as amended.

Thefollowing isasummary of material differences between the current rights of Harrah's stockholders and the current rights of
Caesars stockholders. While we believe that this summary covers the material differences between the two, this summary may not
contain all of the information that isimportant to you. This summary is not intended to be a complete discussion of the respective
rights of Harrah's and Caesars stockholders and it is qualified in its entirety by reference to the DGCL and the various documents of
Harrah's and Caesars to which we refer in this summary. In addition, the identification of some of the differencesin therights of these
stockholders as materia is not intended to indicate that other differences that are equally important do not exist. We urge you to
carefully read this entire joint proxy statement/ prospectus, the relevant provisions of the DGCL and the other documents to which we
refer in thisjoint proxy statement/ prospectus for a more complete understanding of the differences between being a stockholder of
Harrah's and being a stockholder of Caesars. Harrah's and Caesars have filed with the SEC their respective documents referenced in
this summary of stockholder rights and will send copies of these documents to you, without charge, upon your request. See
“Additional Information— Where Y ou Can Find More Information” on pagel47.

Harrah's Caesars
Authorized Capital ~ The authorized capital stock of Harrah's consists of The authorized capital stock of Caesars consists of
Stock (1)360,000,000 shares of common stock, par vaue (1)400,000,000 shares of common stock, par value
$0.10per share, (ii)150,000shares of preferred stock, par  $0.01per share and (ii)100,000,000shares of preferred
vaue $100.00per share and (iii)5,000,000shares of stock, par value $0.01per share. No shares of preferred

special stock, par value $1.12 1/2 per share. No shares  stock are outstanding.
of preferred stock or special stock are outstanding. If

Harrah' s stockholders approve the proposal set forth in

thisjoint proxy statement/prospectus, Harrah's

common stock will consist of 720,000,000 authorized

shares.

Number of Directors Harrah's certificate of incorporation provides that Caesars certificate of incorporation provides that the
Harrah's board of directors will consist of not lessthan number of directors of Caesars which will constitute
3 nor more than 17directors, the exact the entire board of directors will be not
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Classfication of Board of
Directors

Removal of Directors

Vacancieson the Board of
Directors

Harrah's
number of directors to be determined from timeto
time by Harrah’ s board of directors. Harrah's board
of directors currently consists of 10directors.

Harrah's certificate of incorporation does not
provide for cumulative voting, and accordingly,
holders of Harrah’ s common stock do not have
cumulative voting rights in connection with the
election of directors.

Harrah's certificate of incorporation classifiesthe
board of directors into three separate classes,
consisting as nearly equal in number as may be
possible of one-third of the total number of
directors consgtituting the entire board of directors,
with staggered three-year terms.

Section141(k)(1) of the DGCL provides that, unless
acorporation’s certificate of incorporation
provides otherwise, directors of a corporation with

Caesars

less than 1 nor more than 20. The exact number of
directors constituting the entire board will be fixed
from time to time by Caesars’ board of directors.
Caesars' board of directors currently consists of
9directors.

Caesars' certificate of incorporation does not
provide for cumulative voting, and accordingly,
holders of Caesars common stock do not have
cumulative voting rights in connection with the
election of directors.

Caesars certificate of incorporation and bylaws
classify the board of directors into three separate
classes, consisting as nearly equal in number as
may be possible of one-third of the total number of
directors constituting the entire board of directors,
with staggered three-year terms.

Caesars' certificate of incorporation provides that,
subject to the rights of the holders of any series of
preferred stock to elect directors, any director may

aclassified board of directors may only be removed be removed only “for cause,” and by the affirmative
for cause. Harrah's certificate of incorporation does vote of the holders of at least 75% of the voting

not provide otherwise. Therefore, pursuant to
Harrah' s bylaws, as restricted by the DGCL, any
Harrah' s director or Harrah’'s entire board of
directors may be removed with cause from the
board of directors at any meeting of stockholders
by amgjority of the stock represented and entitled
to vote at the meeting of stockholders.

Harrah's certificate of incorporation provides that,
subject to the rights of holders of preferred stock
or specia stock, any vacancy on Harrah's board of
directorsthat results from an
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power of al shares of Caesars capital stock entitled
to vote generally in the election of directors, voting
together asasingle class.

Caesars' certificate of incorporation provides that
“for cause” means:

the willful and continuous failure of adirector to
substantially perform or observe his or her dutiesto
Caesars, other than afailure resulting from mental or
physical incapacity;or

«the willful engagement by a director in gross
misconduct which is materially and demonstrably
injurious to Caesars.

Caesars' certificate of incorporation and bylaws
provide that, subject to applicable law and the
rights of the holders of any series of preferred stock
to elect additional directors, and

Inc.
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Written Consent

Amendment to
Certificate of
I ncor poration

Harrah's
increase in the number of directors may befilled by a
majority of the board of directors then in office,
provided that a quorum is present, and any other
vacancy may befilled by a mgjority of the directors
then in office, even if lessthan aquorum, or by asole
remaining director. Any director elected tofill a
vacancy due to an increase in the number of directors
that results in an increase to a class of directors will
hold office for aterm that will coincide with the
remaining term of that class. Any director elected to
fill avacancy not resulting from an increase in the
number of directors will have the same remaining term
asthat of his or her predecessor.

Harrah's certificate of incorporation provides that no
stockholder action may be taken except at an annual
or special meeting of stockholders and stockholders
may not take any action by written consent.

Harrah’s certificate of incorporation provides that
Harrah's reserves the right to amend, alter, change or
repeal any provision contained in the certificate of
incorporation in the manner prescribed by statute.
Under the DGCL, Harrah's certificate of incorporation
may be amended only if the proposed amendment is
approved by the board of directors and the holders of
amajority of the outstanding stock entitled to vote at
the meeting.
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Caesars

unless the Caesars board of directors otherwise
determines, vacancies resulting from death,
resignation, retirement, disqualification, removal from
office or other cause, and newly created directorships
resulting from any increase in the authorized number
of directors, may befilled only by the affirmative vote
of amgjority of the remaining directors, even if thereis
less than a quorum.

Subject to any required approval by any gaming
authority, any new director appointed as described
above will hold office for the remainder of the full term
expiring at the annua meeting of the stockholders at
which the term of office of the class to which the
director has been elected expires.

Caesars certificate of incorporation and bylaws
provide that, subject to the rights of the holders of
any series of preferred stock, no stockholder action
may be taken except at an annual or special meeting of
stockholders and stockholders may not take any
action by written consent.

Caesars' certificate of incorporation provides that,
subject to applicable gaming laws and as prescribed
by law, Caesars reserves theright at any time and
from time to time to amend, alter, change or repeal any
provision contained in its certificate of incorporation
or bylaws. Caesars' certificate of incorporation
requires the affirmative vote of the holders of at least
75% of the voting power of all the then outstanding
shares of Caesars entitled to vote generally in the
election of directors, voting together as a single class,
to alter, amend or repeal any provision under the
articles contained in Caesars’ certificate of
incorporation regarding:

edirectors;

*no stockholder action by written consent;
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Special Meeting of
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Harrah's

Harrah's certificate of incorporation provides that
the board of directors will have the power to make,
adopt, alter, amend, change or repeal Harrah's
bylaws by resolution adopted by the affirmative vote
of amajority of the entire board of directors. The
certificate of incorporation also provides that
stockholders of Harrah’s may not make, adopt, alter,
amend, change or repeal Harrah's bylaws except
upon the affirmative vote of at least 75% of the votes
entitled to be cast by the holders of all outstanding
shares then entitled to vote generally in the election
of directors, voting together as asingle class.
Harrah's certificate of incorporation and bylaws
provide that special meetings of stockholders may
only be called by amajority of the entire board of
directors or by either the Chairman or the President
of Harrah's.

Harrah's bylaws provide that the holders of a
majority of the capital stock issued and outstanding
and entitled to vote thereat, present, in person or
represented by proxy will
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Caesars

eamendment to the bylaws;

svoting for certain business combinations;

edirector ligbility and indemnification;and
eamendment to the certificate of incorporation and
bylaws.

Under the DGCL, Caesars certificate of incorporation
may be amended only if the proposed amendment is
approved by the board of directors and the holders of
amajority of the outstanding stock entitled to vote
on the proposal.

Caesars bylaws provide that the bylaws may be
altered, amended or repealed at any meeting of the
board of directors or of the stockholders, subject to
notice regquirements. However, in the case of
amendments by stockholders, the affirmative vote of
at least 75% of the voting power of al the then
outstanding shares of Caesars voting stock, voting
together asasingle class, will be required to dter,
amend or repeal any provision of the bylaws.

Caesars' certificate of incorporation and bylaws
provide that, subject to the rights of the holders of
any series of preferred stock, special meetings of
stockholders may be called only by the Chairman of
the Board or by the Caesars board of directors
pursuant to a resolution adopted by a majority of the
total number of directors which Caesars would have if
there were no vacancies.

Caesars' bylaws provide that the holders of a
majority of the outstanding shares of Caesars entitled
to vote generally in the election of directors,
represented in person or by
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Delivery and Notice
Requirements of
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and Proposals

Harrah's

constitute a quorum at al meetings of the
stockholders.

Harrah's bylaws provide that written notice of an
annual meeting or special meeting stating the place,
date and hour of the meeting will be given to each
stockholder entitled to vote at the meeting not less
than 10 nor more than 60days before the date of the
meeting.

Harrah's bylaws provide that, to be properly brought
before an annual meeting, business must be either:
specified in the notice of annual meeting, or any
supplement or amendment to the notice;

otherwise brought before the annual meeting at the
direction of the board of directors; or

otherwise properly brought before the annual
meeting by a stockholder.

Harrah's bylaws also provide that nominations of
persons for election to the board of directors at the
annual meeting may be made at the annual meeting by
or at the direction of the board of directors, by any
committee or persons appointed by the board of
directors or by any stockholder of Harrah's entitled to
vote for the election of directors at the meeting who
provides timely notice to Harrah'sin compliance with
the noti ce procedures summarized below.

To betimely, a stockholder’ s notice of businessto be
conducted at the annual meeting or director
nomination must be delivered to or mailed and
received at the principal executive
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Caesars
proxy, will constitute a quorum at a meeting of the
stockholders, except that when specified businessis
to be voted on by a class or series of stock voting as
asingle class the holders of amajority of the shares
of such class or series will constitute a quorum of
such class or series for the transaction of such
business.
Caesars' bylaws provide that notice stating the
place, day and hour of a meeting of stockholders,
and the purpose for which the meeting is called, will
be delivered not less than 10 nor more than 60days
before the date of the meeting to each stockholder of
record entitled to vote at the meeting.
Caesars bylaws provide that nominations of
persons for election to the board of directors and the
proposal of business to be considered by the
stockholders may be made at an annual meeting:
epursuant to Caesars notice of meeting, or any
supplement to the notice;
by or at the direction of a majority of the total
number of directorsthat Caesars would have if there
were no vacancies,;or
by any stockholder who was a stockholder of record
at the time the stockholder’ s notice is delivered to
the Secretary of Caesars, is entitled to vote at the
meeting and complies with the notice procedures of
the bylaws.
To be timely, a stockholder’ s notice must be
delivered to the Secretary at the principal executive
offices of Caesars:
enot later than the close of business on the 70th day
nor earlier than the close of business on the 90th day
prior to the first anniversary of the preceding year's
annual meeting;or
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Harrah's
offices of Harrah's:
+not less than 60 nor more than 90days prior to the
meeting;or
«if less than 70 days notice or prior public disclosure of
the date of the annual meeting is given or made to
stockholders, no later than the close of business on the
10th day following the day on which the notice of the
date of the annual meeting was mailed or the public
disclosure was made.
A stockholder’ s written notice of business to be
conducted at the annual meeting must set forth:
the name and record address of the stockholder;
othe class, series and number of shares of Harrah's
capital stock which are beneficially owned by the
stockholder;

Caesars

«if the date of the annual meeting is more than 30days before or
more than 60days after the anniversary date of the preceding
year's annual meeting, not earlier than the close of business on
the 90th day prior to the annual meeting and not later than the
close of business on the later of the 70th day prior to the annual
meeting or the 10th day following the day on which public
announcement of the date of such meeting isfirst made.

A stockholder’ s notice must set forth:

«as to each person whom the stockholder proposes to nominate
for election or re-election as adirector, al information relating to
such person that is required to be disclosed in a proxy statement
or other filings required to be made in connection with
solicitations of proxies for election of directors pursuant to
Section14 of the Exchange Act;

eas to any other business that the stockholder proposes to bring

~abrief description of the business desired to be brought before the meeting, a brief description of the business desired to

before the annual meeting and the reasons for
conducting the business; and
«any material interest of the stockholder in the business.

A stockholder’ s written notice of a director nomination
must set forth:

«the name and record address of the stockholder giving
the notice;

«the class and number of shares of Harrah's capital stock
which are beneficially owned by the stockholder giving
the notice;

the name, age, business address and residence address
of any director nomines;

sthe principal occupation or employment of any director
nominee;

sthe class and number of shares of Harrah's capital stock
which are beneficially owned by the director nominee;
and

be brought, the reasons for conducting such business and any
material interest in such business of the stockholder and the
beneficial owner of shares, if any, on whose behalf the proposal is
made;

the name and address of the stockholder, the beneficial owner of
shares, if any, on whose behalf the nomination or proposal is
made and any other stockholders known by the stockholder to be
supporting the nominee or proposal;

«the class and number of shares which are owned beneficially and
of record by the stockholder, by the beneficial owner of shares, if
any, on whose behalf the nomination or proposal is made, and to
the extent
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Proxy

Harrah's
eany other information relating to the director nominee that is
required to be disclosed in solicitations for proxies for
election of directors pursuant to the rules and regulations of
the SEC under Section14 of the Exchange Act.
If the facts warrant, the presiding officer at the annual
meeting will determine and declare that business was not
properly brought, or that a director nomination was not made
in accordance with the procedures summarized above. If the
presiding officer makes this determination, any business or
nomination declared by the presiding officer not to be
properly brought will not be transacted or will be disregarded,
as the case may be.

Harrah’ s bylaws provide that each stockholder represented
at ameeting of stockholderswill be entitled to vote in person

Caesars

known, by any other stockholder known by the stockholder to
be supporting the nominees or proposal;

ea representation that the stockholder is a holder of record of
stock of Caesars entitled to vote at the meeting and intendsto
appear in person or by proxy at the meeting to propose the
business or nomination;and

ea representation whether the stockholder or the beneficial
owner of shares, if any, on whose behalf the proposal is made
intends or is part of a group which intends to (i)deliver a proxy
statement and form of proxy to holders of at least the
percentage of Caesars outstanding common stock required to
approve or adopt the proposal or elect the nominee and/or (ii)
otherwise solicit proxies from stockholders in support of such
proposal or nomination.

In the event that Caesars calls a special meeting for the
purpose of electing directors, any stockholder may nominate a
person or persons for election if the stockholder’ s noticeis
delivered to the Secretary at the principa executive offices of
Caesars not earlier than the close of business on the 90th day
prior to the special meeting and not later than the close of
business on the later of the 70th day prior to the special
meeting or the 10th day following the day on which public
announcement is first made of the date of the special meeting
and of the nominees proposed by the board of directorsto be
elected at such meeting.

Caesars bylaws provide that, at all meetings of stockholders, a
stockholder may vote by proxy executed in writing, or in such

or by proxy. However, no proxy will be voted after three years manner prescribed by the DGCL, by the stockholder, or by the

fromits date, unless the proxy provides for alonger period.
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Harrah's
Harrah's certificate of incorporation does not grant
any preemptive rights.
Harrah's bylaws provide that dividends upon
Harrah's capital stock may be declared by the board
of directorsat any regular or special meeting, and
may be paid in cash, property, or shares of Harrah's
capital stock. Before payment of any dividend,
Harrah's may set aside out of any funds available
for dividends the sum or sums as the board of
directors from time to time, in its absolute
discretion, deems proper as areserve.

Harrah's certificate of incorporation provides that,
to the fullest extent permitted by the DGCL , no
director will be personaly liable to Harrah's or its
stockholders for monetary damages for breach of
fiduciary duty as adirector.

Harrah's certificate of incorporation provides that
for actions by a person other than by or in the right
of Harrah's:

eHarrah’ swill indemnify any person who wasor isa
party or isthreatened to be made a party to any
threatened, pending or completed action, suit or
proceeding, whether civil, criminal, administrative or
investigative, other than an action by or in the right
of Harrah's, by reason of the fact that the personis
or was a director, officer, employee or agent of
Harrah's, or is or was serving at the request of
Harrah's as a director, officer, employee or agent of
another corporation, partnership, joint venture,
trust or other enterprise, against expenses,
including attorneys’ fees, judgments, fines and
amounts paid in settlement actually and reasonably
incurred by the person in connection with the
action, suit or
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Caesars' certificate of incorporation does not grant
any preemptive rights.
Caesars bylaws provide that the board of directors
may from time to time declare, and Caesars may pay,
dividends on its outstanding shares in the manner
and upon the terms and conditions provided by law
and the certificate of incorporation. Dividends may
be paid in cash, in property, or in shares of the
capital stock of Caesars. Before payment of any
dividend, there may be set aside out of any funds
available for dividends, such sum or sums asthe
directors may, from timeto timein their absolute
discretion, think proper as areserve.
Caesars certificate of incorporation provides that,
to the fullest extent permitted by the DGCL, no
director will be personally liableto Caesars or its
stockholders for monetary damages for breach of
fiduciary duty asadirector.
Caesars' certificate of incorporation provides that
Caesars will indemnify:
eits directors and officers, whether serving Caesars
or at itsrequest, any other entity, to the full extent
required or permitted by the DGCL, including the
advance of expenses under the procedures and to
the full extent permitted by law; and
«other employees and agents, to such extent aswill
be expressly authorized by the board of directors or
the bylaws and as permitted by law.
The certificate of incorporation also provides that
therights of indemnification will not be exclusive of
any other rights to which those seeking
indemnification may be entitled.
Caesars' bylaws provide that for actions by an
“agent” of Caesars other than by or in the right of
Caesars:
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proceeding if the person acted in good faith and in a manner reasonably believed to be in or not
opposed to the best interests of Harrah's, and, with respect to any criminal action or proceeding,

the person had no reasonable cause to believe his or her conduct was unlawful ;and

«the termination of any action, suit or proceeding, by judgment, order, settlement, conviction, or
upon a plea of nolo contendere or its equivaent, will not, of itself, create a presumption that the
person did not act in good faith and in a manner which he or she reasonably believed to bein or
not opposed to the best interests of Harrah's, or, with respect to any criminal action or proceeding,

had reasonable cause to believe his or her conduct was unlawful.

For actions by aperson by or in theright of Harrah's, Harrah's certificate of incorporation

provides that:

eHarrah’swill indemnify any person who was or is a party or isthreatened to be made a party to
any threatened, pending or completed action or suit by or in the right of Harrah’sto procure a
judgment in its favor by reason of the fact that such person is or was a director, officer, employee
or agent of Harrah's, or is or was serving at the request of Harrah's as a director, officer, employee
or agent of another corporation, partnership, joint venture, trust or other enterprise against
expenses, including attorneys’ fees, actually and reasonably incurred by the person in connection
with the defense or settlement of the action or suit if the person acted in good faith and in a
manner reasonably believed to be in or not opposed to the best interest of Harrah's;and

*no indemnification will be made in respect of any claim, issue or matter asto which the personis

adjudged to
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*Caesars will indemnify
and hold harmless, to
the fullest extent
permitted by applicable
law an agent against
costs, charges and
expenses, judgments,
fines and amounts paid
in settlement actually
and reasonably incurred
by an agent in
connection with an
action, suit or
proceeding, and any
appeal therefrom, if the
agent acted in good
faith and in a manner the
agent reasonably
believed to bein or not
opposed to the best
interests of Caesars, and
with respect to any
criminal action or
proceeding, had no
reasonable cause to
believe such conduct
was unlawful; and

«the termination of any
action, suit or
proceeding, whether by
judgment, order,
settlement, conviction,
or upon apleaof nolo
contendere or its
equivalent, will not, of
itself, create a
presumption that the
agent did not act in
good faithand in a
manner which the agent
reasonably believed to
bein or not opposed to
the best interests of
Caesars, and, with
respect to any criminal
action or proceeding,
that the agent had
reasonable cause to
believe that the agent’s
conduct was unlawful.

For actions by an
“agent” of Caesars by
or in theright of
Caesars, Caesars
bylaws provide that:
«Caesars will indemnify
any person who was or
isaparty or is
threatened to be made a
party to any threatened,
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pending or compl eted
judicia action or suit
brought by or in the
right of Caesarsto
procure ajudgment in
its favor by reason of
the fact that such
person is or was an
agent, against costs,
charges and expenses
actually and reasonably
incurred by an agent in
connection with the
defense or settlement of
such action or suit and
any apped therefrom if
the agent acted in good
faith and in amanner
such person reasonably
believed to bein or not
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be liable to Harrah's unless and only to the extent that
the Court of Chancery in Delaware or the court in which
the action or suit was brought will determine upon
application that, despite the adjudication of liability but
in view of al the circumstances of the case, the personis
fairly and reasonably entitled to indemnity for the

expenses.

Harrah’s certificate of incorporation also provides that:

«any indemnification, unless ordered by a court, will be
made by Harrah's only as authorized in the specific case
upon a determination that indemnification of the director,
officer, employee or agent is proper in the circumstances
because the person has met the applicable standard of
conduct. To the extent that a director, officer, employee
or agent of Harrah's has been successful on the merits
or otherwise in defense of any action, suit or proceeding
described above, or in defense of any claim, issue or
matter in the action, suit or proceeding, the person will
be indemnified against expenses, including attorneys
fees, actually and reasonably incurred in connection
with the action, suit or proceeding, without the necessity

rah’s

of authorization in the specific case; and

eexpenses incurred in defending or investigating a
threatened or pending action, suit or proceeding may be
paid by Harrah’sin advance of the final disposition of
such action, suit or proceeding upon receipt of an
undertaking by or on behalf of the director, officer,
employee or agent to repay such amount if it will
ultimately be determined that he or sheis not entitled to
be indemnified by Harrah's as authorized by Harrah's

bylaws.
Under Harrah's certificate of
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opposed to the best interests of Caesars;and

*no indemnification will be made in respect of any claim, issue or
matter as to which such person will have been adjudged to be
liable for gross negligence or willful misconduct in the
performance of the agent’s duty to Caesars’ unless and only to
the extent that the Court of Chancery in Delaware or the court in
which such action or suit was brought will determine upon
application that, despite the adjudication of liability but in view of
all the circumstances of the case, such personisfairly and
reasonably entitled to indemnity for such costs, charges and
expenses which the Court of Chancery or other such court will
deem proper.

Caesar’ s bylaws define “agent” to mean any person who was or is
aparty or isthreatened to be made a party to any threatened,
pending or completed action, suit or proceeding or investigation,
whether civil, criminal or administrative, and whether externa or
internal to Caesars, other than ajudicial action or suit brought by
or inthe right of Caesars, by reason of the fact that the person is
or was or has agreed to be adirector, officer or employee of
Caesars, or that, being or having been such adirector, officer or
employee, such person is or was serving at the request of Caesars
as adirector, officer or employee of another corporation,
partnership, joint venture, trust or other enterprise;

Any indemnification, unless ordered by a court, will be paid by
Caesars unless a determination is reasonably and promptly made:

*by amgjority vote of a quorum consisting of “disinterested
directors;”
«if aquorum of disinterested directors

0 _2005. EDGAR Online, Inc.




Tableof Contents

Harrah's
incorporation, the indemnification and advancement of
expenses provided by Harrah's certificate of
incorporation will not be deemed:
eexclusive of any other rights to which any person
seeking indemnification or advancement of expenses
may be entitled under any bylaw, agreement, contract,
vote of stockholders or disinterested directors or
pursuant to the direction of any court of competent
jurisdiction or otherwise, both asto action in the
person’s officia capacity and asto action in another
capacity while holding such office, it being the policy of
Harrah's that indemnification of, and advancement of
expenses to, the persons specified in Harrah's certificate
of incorporation will be made to the fullest extent
permitted by law; or
«to preclude the indemnification of, and advancement of
expenses to, any person who is not specified in the
certificate of incorporation, but whom Harrah’'s has the
power or obligation to indemnify under the provisions of
the DGCL, or otherwise.
Harrah's certificate of incorporation further provides that
Harrah’s may purchase and maintain insurance on behal f
of any person who is or was a director, officer, employee
or agent of Harrah's, or is or was serving at the request
of Harrah's as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or
other enterprise against any liability asserted against the
person and incurred by the person in any such capacity,
or arising out of his or her status, whether or not
Harrah’s would have the power or the obligation to
indemnify the person.

Caesars
is not obtainable, or, even if obtainable, if aquorum of
disinterested directors so directs, by “independent counsel” in a
written opinion;or
by the stockholders;
that such person acted in bad faith and in a manner that such
person did not believe to be in or not opposed to the best
interests of Caesars, or, with respect to any criminal proceeding,
that such person believed or had reasonable cause to believe that
his conduct was unlawful.
Caesars bylaws also provide that:
*to the extent that an agent has been successful on the merits or
otherwise, including, without limitation, the dismissal of an action
without prejudice, the settlement of an action without admission
of liability, or the defense of any claim, issue or matter therein, or
on appeal from any such proceeding, action, claim or matter, the
agent will be indemnified against al costs, charges and expenses
incurred;
ecosts, charges, and expenses incurred by an agent in any action,
suit, proceeding or investigation or any appeal therefrom will be
paid by Caesarsin advance of the final disposition of such matter,
if the agent will undertake to repay such amount in the event that
it is ultimately determined that the agent is not entitled to
indemnification;
*no advance of expenses will be made by Caesarsif itis
determined as described above that, based upon the facts known
to the board of directors or counsel at the time such determination
is made, the agent acted in bad faith and in a manner that the
agent did not believe to be in the best interests of Caesars, or,
with respect to any criminal proceeding, that the agent believed
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On July19, 1996, Harrah's adopted a stockhol der

rights plan pursuant to arights agreement. The

following description of the rights agreement, as
amended, is subject in its entirety to the terms and
conditions of the rights agreement. Y ou should read

the rights agreement carefully. See “ Additional

Information— Where Y ou Can Find More

Information” on pagel47.

Exercisability of Rights. Pursuant to Harrah’ s rights
agreement, Harrah's declared a dividend of one special
stock purchase right for each outstanding share of

Harrah's common stock on October5, 1996,

Powenret o BUGAN,

g

137

2005.

Caesars

or had reasonable cause to believe his or her conduct
was unlawful;and

+no advance of expenses will be made in instances where
the board of directors or independent counsel reasonably
determines that the agent deliberately breached the
agent’s duty to Caesars or its stockholders.

Caesars' bylaws also provide that the agent’sright to
indemnification will not be deemed exclusive of, and will
not affect, any other rights to which the agent seeking
indemnification may be entitled under any law, bylaw, or
charter provision, agreement, vote of stockholders or
disinterested directors or otherwise, both asto action in
the agent’s official capacity and as to action in another
capacity while holding such office.

Caesars bylaws further provide that Caesars may
purchase and maintain insurance on behalf of any person
who is or was an agent against any liability asserted
against the agent and incurred by him or her in any such
capacity, or arising out of the agent’ s status as such,
whether or not Caesars would have the power to
indemnify the agent against such liability under the
certificate of incorporation.

On December29, 1998 Caesars adopted a preferred share
purchase rights plan pursuant to arights agreement. The
following description of the rights agreement, as
amended, is subject in its entirety to the terms and
conditions of the rights agreement. Y ou should read the
rights agreement carefully. See “ Additional Information—
Where Y ou Can Find More Information” on pagel47.
Exercisability of Rights. Pursuant to Caesars' rights
agreement, Caesars declared a dividend of one preferred
share purchase right for each outstanding share of
Caesars common
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and one special stock purchase right attaches to each
share of Harrah’s common stock issued after this date
and prior to the earlier of any distribution, redemption or
final expiration date. Each right entitles the holder after
the rights become exercisable to purchase from Harrah's
one two-hundredth (1/200) of a share of SeriesA Special
Stock at a price of $130.00, subject to adjustment.
Therights currently are attached to and trade only
together with outstanding certificates of Harrah's
common stock. Therights will not be exercisable or
transferable apart from Harrah’s common stock until the
earlier of:
«ten days following a public announcement that a person
or group has become an “acquiring person,” or a person
who has acquired, or obtained the right to acquire,
beneficial ownership of 15% or more of Harrah's
common stock;or
eten days, or alater date as approved by a magjority of
disinterested directors prior to the time any person
becomes an acquiring person, after a person or group
commences, or announces an intention to commence, a
tender or exchange offer, the consummation of which
would result in the beneficial ownership by a person or
group of 15% or more of Harrah’s common stock.
“Flip-In" Feature. If a person becomes an acquiring
person, except pursuant to certain cash offersfor all
outstanding common stock approved by the board of
directors, or if Harrah'sisthe surviving entity in a
merger with an acquiring person or any affiliate or
associate of an acquiring person and its common stock
is not changed or exchanged, each holder of aright,
other than rights that are or were acquired or

Caesars
stock on December30, 1998, and one preferred share purchase
right attaches to each share of Caesars common stock issued after
this date and prior to the earliest of any distribution or expiration
date. Each right entitles the holder after the rights become
exercisable to purchase from Caesars one one-hundredth (1/100)
of ashare of SeriesA Junior Participating Preferred Stock at aprice
of $40.00, subject to adjustment.
Therights currently are attached to and trade only together with
outstanding certificates of Caesars common stock. The rights will
not be exercisable or transferable apart from Caesars common
stock until the earlier of:
«ten days following a public announcement that a person or group
of affiliated or associated persons has become an “acquiring
person,” or a person who has acquired, or obtained the right to
acquire, beneficial ownership of 15% or more of Caesars common
stock;or
oten business days, or alater date as may be determined by action
of the board of directors of Caesars prior to the time any person or
group of affiliated person becomes an acquiring person, following
the commencement or announcement of an intention to make a
tender offer or exchange offer, where the consummation of the
tender offer or exchange offer would result in the beneficial
ownership by a person or group of 15% or more of Caesars
common stock.
“Flip-In” Feature. In the event that a person becomes an
acquiring person or if Caesarsisthe surviving entity in a merger
with an acquiring person or any affiliate or associate of an
acquiring person and the Caesars common stock is not changed or
exchanged, each holder of aright,
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beneficially owned by the acquiring person, which rights will thereafter be void, will have the other than rights that are
right to receive upon exercise of the right that number of shares of Harrah’s common stock having or were acquired or

amarket value of two times the then-current purchase price of oneright. beneficially owned by
“Flip-Over” Feature. With certain exceptions, in the event that (i)Harrah'sis acquired in amerger the acquiring person,
or other business combination transaction in which Harrah’sis not the surviving entity or its which rights will

common stock is changed or exchanged, other than in amerger following certain cash offersfor  thereafter be void, will
al outstanding Harrah's common stock approved by the board of directors, or (ii)morethan 50% have theright to receive
of Harrah's assets or earning power is sold, proper provision will be made so that each holder of a upon exercise of the right
right, except rights of an acquiring person which have become void, will have the right to receive, that number of shares of
upon exercise of the right at the current purchase price, that number of shares of common stock of Caesars common stock
the acquiring company which at the time of the transaction would have a market value of two having a market value of
times then then-current exercise price of one right. two times the
“Exchange” Feature. At any time after a person has become an acquiring person and prior to the then-current purchase
acquisition by the acquiring person of 50% or more of the then-outstanding Harrah’s common price of oneright.
stock, Harrah's board of directors may cause Harrah' s to acquire the rights, other than rights “Flip-Over” Feature. In
owned by an acquiring person which have become void, in whole or in part, in exchange for that  the event that, after a
number of shares of Harrah’s common stock having an aggregate value equal to the excess of the person has become an
value of the Harrah’s common stock issuable upon exercise of aright after a person becomesan  acquiring person,
acquiring person over the purchase price of aright. Caesarsisacquired in a
merger or other business
combination transaction
or more than 50% of its
assets or earning power
is sold, proper provision
will be made so that each
holder of aright will have
the right to receive, upon
the exercise of theright
at the then-current
purchase price of the
right, that number of
shares of common stock
of the acquiring entity
which at the time of the
transaction would have a
market value of two times
the then- current
purchase price of one
right.
“Exchange’ Feature. At
any time after a person
becomes an acquiring
person and prior to the
earlier of a“flip-over”
event, as described
above, or the acquisition
by the acquiring person
of 50% or more of the
then-outstanding shares
of Caesars common
stock, Caesars' board of
directors may cause
Caesars to exchange the
rights, other than rights
owned by an acquiring
person which have
become void, in whole or
in part, for shares of
Caesars common stock
having an aggregate
value equal to the
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difference between the
value of the shares of
Caesars common stock
issuable upon exercise of
the rights and the
purchase price payable
upon such exercise.
Redemption of Rights.
Caesars board of
directors may redeem the
rightsin whole, but not
in part, at a price of
$0.001per right at any
time prior any person
becoming an
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Redemption of Rights. Harrah's board of directors may
redeem the rightsin whole, but not in part, at $0.01per
right prior to the earlier of (i)thefirst date of apublic
announcement that a person or group has become an
acquiring person or (ii)the final expiration date of the
rights.
Amendment of Rights Agreement. Harrah's board of
directors may amend the rights agreement without the
consent of the rights holders prior to a distribution of
therights. From and after such time asthe rights are
distributed, Harrah’s may amend or supplement the
rights agreement only:
«to cure an ambiguity or correct a defective or
inconsistent provision;
«to shorten or lengthen any time period under the rights
agreement; or
*in any manner that does not adversely affect the
interests of the holders of the rights, excluding the
interests of an acquiring person or an affiliate or
associate of an acquiring person.

Final Expiration Date. Therightswill expire at the close
of business on October5, 2006 unless earlier redeemed or

exchanged by Harrah's.

SeriesA Special Stock. In connection with the creation
of therights, Harrah’ s board of directors designated
2,000,000shares as Harrah's “ SeriesA Specia Stock.” In
connection with the proposal to increase the authorized
shares of Harrah’s common stock, Harrah's Board of
Directors has raised the number of shares designated as
SeriesA Specia Stock to 4,000,000.

Anti-Takeover Effects. The rights have certain
anti-takeover effects and will cause substantial dilution
to aperson or group that acquired 15% or more of
Harrah's common stock on

Caesars
acquiring person.
Amendment of Rights Agreement. Caesars board of directors may
amend the rights agreement without the consent of the rights
holders for so long as the rights are then redeemable. After the
rights are no longer redeemable, Caesars may amend or
supplement the rights agreement only:
*to cure an ambiguity or correct a defective or inconsistent
provision;
*to extend the expiration date of the rights;or
*in any manner that does not adversely affect the interests of the
holders of the rights, excluding the interests of an acquiring
person or an affiliate or associate of an acquiring person.
Final Expiration Date. Therightswill expire and terminate prior to
the earliest of:
«the close of business on December29, 2008;
«the time at which the rights are redeemed;
«the time at which the rights are exchanged;or
«the closing of any merger or other acquisition transaction
involving Caesars pursuant any merger or other acquisition
agreement between Caesars and an acquiring person, or one or
more of the person’s affiliates or associates, if the agreement has
been approved by Caesars’ board of directors prior to the person
becoming an acquiring person.
SeriesA Junior Participating Preferred Stock. In connection with
the creation of the rights, Caesars' board of directors designated
4,000,000shares as Caesars “ SeriesA Junior Participating Preferred
Stock.”
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terms not approved by Harrah's board of directors,
except pursuant to certain cash tender offersfor all
outstanding shares of Harrah’s common stock not

beneficially owned by the person making the offer and
any affiliate or associate. The rights should not interfere

with any merger or other business combination

approved by Harrah's board of directors because
Harrah's may redeem dl of the outstanding rights for

Caesars
Anti-Takeover Effects. The Caesars rights agreement is designed
to assure that all of Caesars stockholders receive fair and equal
treatment in the event of any proposed takeover of Caesars and to
guard against partial tender offers, open market accumulations and
other abusive tactics to gain control of Caesars without paying all
stockholders a control premium. The rights will cause substantial
dilution to a person or group that acquired 15% or more of Caesars
common stock on terms not approved by Caesars' board of

$0.01per right prior to the time that a person or group has directors. The rights should not interfere with any merger or other
become an acquiring person.

The rights agreement does not apply to the merger with

Caesars.
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business combination approved by Caesars' board of directors at
any time prior to the first date that a person or group has become
an acquiring person.

The rights agreement was amended in connection with the
execution of the merger agreement to exclude the merger
agreement and transactions contemplated by the merger
agreement, including the merger, from the scope of therights
agreement. The amendment to the rights agreement provides that:

*neither Harrah's nor any of its subsidiaries will be deemed an
acquiring person by virtue of the execution of the merger
agreement or the completion of the transactions contemplated by
the merger agreement, including the merger;and

*no “shares acquisition date,” “trigger date” or “distribution
date,” each as defined in the rights agreement, will be deemed to
have occurred by reason of the execution of the merger agreement
or completion of the transactions contemplated by the merger
agreement, including the merger.

Accordingly, the rights agreement does not apply to the merger
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The DGCL provides that a holder of shares of any class
or series hastheright, in certain circumstances, to

demand an appraisal of the fair value of his or her shares.

Dissenters' appraisal rights are not available to
stockholders of Harrah's with respect to the merger. See
“The Merger— Dissenters’ Rights of Appraisal” on
pagess.

Section203 of the DGCL protects publicly-traded
Delaware corporations, such as Harrah's, from hostile
takeovers, and from actions following the takeover, by
prohibiting some transactions once an acquirer has
gained a significant holding in the corporation.

A corporation may elect not to be governed by
Section203 of the DGCL. Neither Harrah's certificate of
incorporation nor its bylaws contain this election.
Therefore, Harrah'sis governed by Section203 of the
DGCL.

In addition to the voting requirements of Section203 of
the DGCL, Harrah's certificate of incorporation requires
that certain “business combinations,” including certain
mergers, sales, leases and other dispositions of assets,
loans and other financial assistance, plans of liquidation
or dissolution, amendments to Harrah' s bylaws and
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described in this joint proxy statement/ prospectus.
The DGCL providesthat a holder of shares of any class
or series hastheright, in certain circumstances, to
demand an appraisal of the fair value of hisor her
shares.
Dissenters' rights are available to stockholders of
Caesars with respect to the merger. See “The Merger—
Dissenters Rights of Appraisal” on page85.

Section203 of the DGCL protects publicly-traded
Delaware corporations, such as Caesars, from hostile
takeovers, and from actions following the takeover, by
prohibiting some transactions once an acquirer has
gained asignificant holding in the corporation.

A corporation may elect not to be governed by
Section203 of the DGCL. Neither Caesars' certificate of
incorporation nor its bylaws contain this election.
Therefore, Caesarsis governed by Section203 of the
DGCL. However, Caesars board of directors has
expressly approved the merger agreement and the
transactions contemplated by the merger agreement,
including the merger. As such, the restrictions on
business combinations set forth in Section203 of the
DGCL do not apply to the merger agreement or the
transactions contemplated by the merger agreement,
including the merger.

In addition to the voting requirements of Section203 of
the DGCL, Caesars certificate of incorporation requires
that certain “business combinations,” including certain
mergers, sales, leases and other dispositions of assets,
issuances of securities, plans of liquidation or
dissolution and reclassifications or recapitalizations,
involving an “interested stockholder,”

Inc.
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reclassifications or recapitalizations, involving
an “interested stockholder,” or any affiliate or
associate of the interested stockholder, which is
defined as one who (i)beneficially owns or
announces an intention to beneficially own 10%
or more of Harrah's voting stock or (ii)isan
affiliate or associate of Harrah's and at any time
within two years preceding the date of the
business combination transaction was the
beneficial owner of 10% or more of Harrah's
outstanding voting stock, must be approved by
(A)at least 75% of the outstanding Harrah's
voting stock and (B)amajority of the outstanding
Harrah' s voting stock, excluding shares held by
the interested stockholder.
These approvals are not required if the business
combination:
eis approved by amajority of the directors who
are unaffiliated with the interested stockholder
and were members of Harrah's board of directors
prior to the time the interested stockholder
became an interested stockholder; or
sinvolves the payment of consideration to the
holders of Harrah's capital stock and complies
with specific pricing and procedura conditions
set forth in Harrah' s certificate of incorporation.
Harrah's certificate of incorporation provides
that outstanding shares of Harrah's capital stock
will always be subject to redemption by Harrah's
by action of Harrah’ sboard of directorsif, in the
judgment of the board of directors, any holder of
capital stock:
«is determined by any gaming regulatory agency
to be unsuitable;
*has an application for alicense or permit
rejected;or
*has a previoudly issued license or
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or any affiliate of the interested stockholder,
which is defined as one who (i)beneficially owns
more than 10% of the outstanding Caesars
voting stock or (ii)is an affiliate of Caesars and at
any time within two years preceding the date of
the business combination transaction was the
beneficial owner of 10% or more of the
outstanding Caesars voting stock, must be
approved by at least 75% of the outstanding
Caesars voting stock.

These approvals are not required if the business
combination:

eis approved by amajority of the directors who
are unaffiliated with the interested stockholder
and were members of the board of directors of
Caesars prior to the time the interested
stockholder became an interested stockholder;or

«the transaction complies with specific pricing
and procedural conditions set forth in the
Caesars certificate of incorporation.

Caesars certificate of incorporation and bylaws
provide that, for so long as Caesars remains
subject to regulation under any gaming laws, all
securities of Caesars will be held subject to the
applicable provisions of the gaming laws.
Caesars certificate of incorporation further
providesthat if any person which beneficially
owns securities of Caesars:

eisrequested or required pursuant to any gaming
law to appear before, or

Inc.
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Harrah's

permit rescinded, suspended, revoked or not renewed;

as the case may be, whether or not any of the actions

Caesars
submit to the jurisdiction of, or provide information to, any
gaming authority and either refuses to do so or otherwise failsto
comply with the request or requirement within a reasonable period

described above are final and nonappealable, or if action of time;or

otherwise should be taken to the extent necessary to

eis determined or will have been determined by any gaming

avoid any regulatory sanctions against, or to prevent the authority not to be suitable or qualified with respect to the

loss of or secure the reinstatement of any license,

franchise or entitlement from any governmental agency
held by, Harrah's, any affiliate of Harrah's or any entity
inwhich Harrah's or Harrah' s &ffiliate is an owner, which

license, franchise or entitlement is:

econditioned upon some or al of the holders of Harrah's

stock of any class or series possessing prescribed

qualifications; or

*needed to allow the conduct of any portion of the
business of Harrah's or any affiliate or other entity.

Powenret o BUGAN,

g

beneficial ownership of securities of Caesars;

then, at the election of Caesars, unless otherwise required by any
gaming authority or gaming law, each person owning the
securities of Caesars agreesto:

+sell to Caesars and Caesars will have the absolute right in its sole
discretion to repurchase, any or al of the securities of Caesars
beneficially owned by the person at a price determined pursuant
to the procedures set forth in the Caesars certificate of
incorporation;or

otherwise dispose of the person’ sinterest in Caesars within the
120day period commencing on the date on which Caesars receives
notice from a gaming authority of the holder’ s unsuitability or
disqualification, or an earlier timeif so required by agaming
authority or any gaming law, and Caesars will have no obligation
to repurchase, any
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H Caesars
ar
ra
h

or all of the securities of Caesars beneficially owned by the person.
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ADDITIONAL INFORMATION

Stockholder Proposals

Pursuant to Rulel4a-8 under the Securities Exchange Act of 1934, stockholders may present proposals for inclusion in acompany’s
proxy statement and for consideration at the next annual meeting of its stockholders by submitting their proposals to the company in a
timely manner.

Harrah's

Harrah’ swill hold an annual meeting in the year 2005, which is tentatively scheduled to be held on April 28, 2005. For any proposal to
be considered for inclusion in Harrah's proxy statement and form of proxy for submission to the stockholders at the Harrah' s 2005
annual mesting, it must comply with the requirements of Rulel4a-8 under the Securities Exchange Act of 1934, as amended, and be
submitted in writing by notice delivered or mailed by first-classUnited States mail, postage prepaid, to the Corporate Secretary,
Harrah's Entertainment, Inc., One Harrah's Court, Las Vegas, Nevada 89119, and must have been received no later than November4,
2004. In addition, Harrah' s bylaws provide for notice procedures to recommend a person for nomination as a director and to propose
business to be considered by stockholders at a meeting not included in Harrah's proxy statement. Pursuant to Harrah's bylaws, notice
must be received by Harrah's Corporate Secretary after January29, 2005 but no later than February28, 2005. The chairman of the
meeting may refuse to acknowledge the introduction of any stockholder proposal not made in compliance with the foregoing
procedures.

Caesars

The 2005 annual meeting of Caesars stockholdersis tentatively scheduled to be held on May18, 2005, but will not be held if the merger
is completed. Therefore, Caesars reserves the right to postpone or cancel its 2005 annual meeting. If the 2005 annual meeting is held,
any stockholder intending to submit a proposal for inclusion in the proxy statement for the 2005 annual meeting must meet the
eligibility and other criteriarequired under Rulel4a-8 of the Securities Exchange Act of 1934, as amended, which proposal must have
been in writing and delivered to Caesars Secretary, Bernard E. Delury,Jr., at Caesars principal executive offices at 3930 Howard
Hughes Parkway, Las Vegas, Nevada 89109, no later than December15, 2004 in order to be considered timely. If the 2005 annual
meeting is held, written notice of stockholder proposals (other than proposals for inclusion in the proxy) for consideration at the 2005
annua meeting must be received by Caesars Secretary between February25, 2005 and March17, 2005.

Legal Matters

Thelegality of Harrah’s common stock offered by thisjoint proxy statement/ prospectus will be passed upon for Harrah's by its
counsel, Latham Watkins LLP. The material United States federal income tax consequences of the merger as described in “The
Merger— Material United States Federal Income Tax Consequences’ will be passed upon for Harrah's by Latham Watkins LLP and for
Caesars by Skadden, Arps, Slate, Meagher Flom LLP.

Experts

The consolidated financial statements and the related financial statement schedule incorporated in thisjoint proxy statement/
prospectus by reference from the Current Report on Form8-K, dated December17, 2004 of Harrah' s Entertainment, Inc. have been
audited by Deloitte Touche LLP, an independent registered public accounting firm, as stated in their report (which report expresses an
unqualified opinion and includes an explanatory paragraph relating to Harrah's Entertainment, Inc.’s change in 2002 in its method of
accounting for goodwill and other intangible assets to conform to Statement of Financial
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Accounting Standards No.142, “Goodwill and Other Intangible Assets’), which isincorporated herein by reference, and has been so
incorporated in reliance upon the report of such firm given upon their authority as experts in accounting and auditing.

The consolidated financial statements and the related financial statement schedule incorporated in thisjoint proxy statement/
prospectus by reference from the Current Report on Form8-K, dated December17, 2004 of Caesars Entertainment, Inc. have been
audited by Deloitte Touche LLP, an independent registered public accounting firm, as stated in their report (which report expresses an
unqualified opinion and includes an explanatory paragraph relating to Caesars Entertainment, Inc.’s change in 2002 in its method of
accounting for goodwill and other intangible assets to conform to Statement of Financial Accounting Standards No.142, “ Goodwill and
Other Intangible Assets’), which isincorporated herein by reference, and has been so incorporated in reliance upon the report of such
firm given upon their authority as expertsin accounting and auditing.

The 2003 and 2002 consolidated financial statements incorporated in this joint proxy statement/ prospectus by reference from the
Horseshoe Gaming Holding Corp. Annual Report on Form10-K for the year ended December31, 2003 have been audited by Deloitte
Touche LLP, an independent registered public accounting firm, as stated in their report (which report expresses an unqualified opinion
and includes an explanatory paragraph relating to the application of procedures relating to certain disclosures of financial statement
amounts related to the 2001 financial statements that were audited by other auditors who have ceased operations and for which they
have expressed no opinion or other form of assurance other than with respect to such disclosures and a so includes an explanatory
paragraph relating to Horseshoe' s change in 2002 in its method of accounting for goodwill and other intangible assets to conform to
Statement of Financial Accounting Standards No.142, “Goodwill and Other Intangible Assets’), which is incorporated herein by
reference, and has been so incorporated in reliance upon the report of such firm given upon their authority as expertsin accounting
and auditing.

The consolidated financia statements of Horseshoe Gaming Holding Corp. for the year ended December31, 2001 were audited by
Arthur Andersen LLP, asindicated in their report with respect thereto, and are included herein in reliance upon the authority of said
firm as expertsin giving said report. We have not been able to obtain the written consent of Arthur Andersen to the inclusion of their
report in thisjoint proxy statement/ prospectus, and we have dispensed with the requirement to file their consent in reliance on
Rule437a promulgated under the Securities Act of 1933, as amended. Because Arthur Andersen has not consented to the inclusion of
their report in thisjoint proxy statement/ prospectus, investors will not be able to recover against Arthur Andersen under Section11 of
the Securities Act. In addition, the ability of Arthur Andersen to satisfy any claims (including claims arising from its provision of
auditing and other services to Horseshoe Gaming Holding Corp.) may be limited as aresult of the diminished amount of assets of
Arthur Andersen that are or may in the future be available to satisfy claims.

WhereYou Can Find Morelnformation

Harrah's and Caesars file annual, quarterly and current reports, proxy statements and other information with the SEC. Y ou may read
and copy these reports, statements or other information filed by either Harrah's or Caesars at the SEC' s Public Reference Room at
450Fifth Street, N.W., Washington,D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference
rooms. The SEC filings of Harrah's and Caesars are a so available to the public from commercial document retrieval services and at the
website maintained by the SEC at www.sec.gov.

Harrah's hasfiled aregistration statement on FormS-4 to register with the SEC the Harrah's common stock to be issued to certain
Caesars stockholdersin the merger. Thisjoint proxy statement/ prospectusis a part of that registration statement and constitutes a
prospectus of Harrah's, in addition to being a proxy statement of Harrah’s and Caesars for their respective special meetings. The
registration statement, including the attached annexes, exhibits and schedules, contains additional relevant information
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about Harrah's, Harrah’s common stock and Caesars. As alowed by SEC rules, thisjoint proxy statement/ prospectus does not
contain all the information you can find in the registration statement or the exhibits to the registration statement.

The SEC allows Harrah' s and Caesars to “incorporate by reference” information into thisjoint proxy statement/ prospectus. This
means that Harrah’ s and Caesars can disclose important information to you by referring you to another document filed separately with
the SEC. Theinformation incorporated by reference is considered to be a part of thisjoint proxy statement/ prospectus, except for any
information that is superseded by information that is included directly in thisjoint proxy statement/ prospectus or incorporated by
reference subsequent to the date of thisjoint proxy statement/ prospectus. Neither Harrah's nor Caesars incorporate the contents of
their websites into thisjoint proxy statement/ prospectus.

Thisjoint proxy statement/ prospectus incorporates by reference the documents listed bel ow that Harrah’s, Horseshoe and Caesars
have previoudly filed with the SEC. They contain important information about Harrah’s and Caesars and their financial condition. The
following documents, which were filed by Harrah's with the SEC, are incorporated by referenceinto thisjoint proxy statement/
prospectus:

«annud report of Harrah's on Form10-K for thefiscal year ended December31, 2003, filed with the SEC on March5, 2004 (except for
Part 11, Items 6, 7 and 8, and PartlV, Item15(8)(2), which have been updated in Harrah's current report on Form 8-K dated
Decemberl?, 2004);

proxy statement on Schedulel4A dated March4, 2004, filed with the SEC on March4, 2004;

«quarterly report of Harrah’'s on Form10-Q for the quarterly period ended March31, 2004, filed with the SEC on May7, 2004,

«quarterly report of Harrah's on Form10-Q for the quarterly period ended June30, 2004, filed with the SEC on August9, 2004;

«quarterly report of Harrah's on Form10-Q for the quarterly period ended September30, 2004, filed with the SEC on November8,
2004;

«current report of Harrah's on Form8-K dated January20, 2004, filed with the SEC on January23, 2004;

«current report of Harrah's on Form8-K dated February4, 2004, filed with the SEC on February4, 2004;

«current report of Harrah’ s on Form8-K dated April29, 2004, filed with the SEC on April30, 2004;

«current report of Harrah's on Form8-K dated May19, 2004, filed with the SEC on May21, 2004;

«current report of Harrah’s on Form8-K dated June21, 2004, filed with the SEC on June22, 2004;

«current report of Harrah’s on Form8-K dated June21, 2004, filed with the SEC on June22, 2004;

«current report of Harrah's on Form8-K dated June22, 2004, filed with the SEC on June23, 2004;

«current report of Harrah's on Form8-K dated July15, 2004, filed with the SEC on July15, 2004;

«current report of Harrah's on Form8-K dated July16, 2004, filed with the SEC on July16, 2004, as amended by the current report of
Harrah's on Form8-K/ A dated September2, 2004, filed with the SEC on September2, 2004;

«current report of Harrah's on Form8-K dated July16, 2004, filed with the SEC on July16, 2004;

«current report of Harrah's on Form8-K dated August30, 2004, filed with the SEC on August30, 2004;

148

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

«current report of Harrah's on Form8-K dated September27, 2004, filed with the SEC on September27, 2004;

«current report of Harrah's on Form8-K dated October20, 2004, filed with the SEC on October20, 2004;

«current report of Harrah's on Form8-K dated October20, 2004, filed with the SEC on October20, 2004;

«current report of Harrah’ s on Form8-K dated December17, 2004, filed with the SEC on December17, 2004,

«current report of Harrah’ s on Form8-K dated December17, 2004, filed with the SEC on December17, 2004,

«current report of Harrah's on Form8-K dated January19, 2005, filed with the SEC on January19, 2005;

«current report of Harrah's on Form8-K dated January20, 2005, filed with the SEC on January20, 2005;

«the description of the rights agreement, contained in the registration statement on Form8-A filed pursuant to Section12 of the
Securities Exchange Act, dated September16, 1996, filed with the SEC on September16, 1996;and

«the description of the common stock of Harrah's contained in its registration statement, filed with the SEC on Form10 dated
December18, 1989 and any amendment or report filed with the SEC for the purpose of updating the description.

The annual report of Horseshoe on Form10-K for the fiscal year ended December31, 2003, filed by Horseshoe with the SEC on
March19, 2004, isincorporated by reference into this joint proxy statement/ prospectus.
The following documents, which were filed by Caesars with the SEC, are incorporated by reference into this joint proxy statement/

prospectus:

«annud report of Caesars on Form10-K for thefiscal year ended December31, 2003, filed with the SEC on March12, 2004 (except
for Part I1, Items 6, 7 and 8, and Part 1V, Item 15(8)(2), which have been updated in Caesars' current report on Form 8-K dated
Decemberl?, 2004);

proxy statement on Schedulel4A dated April12, 2004, filed with the SEC on April16, 2004;

«quarterly report of Caesars on Form10-Q for the quarterly period ended March31, 2004, filed with the SEC on May10, 2004;
«quarterly report of Caesars on Form10-Q for the quarterly period ended June30, 2004, filed with the SEC on August9, 2004;
«quarterly report of Caesars on Form10-Q for the quarterly period ended September30, 2004, filed with the SEC on November9,
2004;

«current report of Caesars on Form8-K dated January29, 2004, filed with the SEC on January29, 2004;

«current report of Caesars on Form8-K dated March10, 2004, filed with the SEC on March17, 2004,

«current report of Caesars on Form8-K dated March29, 2004, filed with the SEC on March30, 2004,
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«current report of Caesars on Form8-K dated May11, 2004, filed with the SEC on May13, 2004,

«current report of Caesars on Form8-K dated Junel8, 2004, filed with the SEC on June22, 2004,

«current report of Caesars on Form8-K dated July16, 2004, filed with the SEC on July16, 2004;

«current report of Caesars on Form8-K dated August30, 2004, filed with the SEC on August30, 2004;

«current report of Caesars on Form8-K dated September27, 2004, filed with the SEC on September27, 2004;

«current report of Caesars on Form8-K dated September29, 2004, filed with the SEC on September29, 2004;

«current report of Caesars on Form8-K dated October21, 2004, filed with the SEC on October21, 2004,

«current report of Caesars on Form8-K dated December17, 2004, filed with the SEC on December17, 2004;

«current report of Caesars on Form8-K dated January18, 2005, filed with the SEC on January18, 2005;

«current report of Caesars on Form8-K dated January19, 2005, filed with the SEC on January19, 2005;

«the description of the rights agreement, contained in the registration statement on Form8-A filed pursuant to Section12 of the
Securities Exchange Act, dated December30, 1998, filed with the SEC on December30, 1998, as amended by Form8-A/ A dated
July15, 2004 and filed with the SEC on July15, 2004;and

«the description of the common stock of Caesars contained in its registration statement on FormS-4 filed with the SEC on
October14, 1998, and any amendment or report filed with the SEC for the purpose of updating the description.

In addition, Harrah's and Caesars incorporate by reference additional documents that either may file with the SEC pursuant to
Sectionsl13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 between the date of this joint proxy statement/ prospectus and
the date of the Harrah's and Caesars special meetings, respectively. These documents include periodic reports, such as annual reports
on Form10-K, quarterly reports on Form10-Q and current reports on Form8-K, excluding any information furnished pursuant to Item? or
Item8 of any current report on Form8-K, as well as proxy statements.

Harrah's and Caesars al so incorporate by reference the agreement and plan of merger attached to thisjoint proxy statement/
prospectus as AnnexA.

Harrah's has supplied all information contained in or incorporated by reference into this joint proxy statement/ prospectus relating to
Harrah's and Horseshoe, and Caesars has supplied all information contained in or incorporated by reference into this joint proxy
statement/ prospectus relating to Caesars.

Y ou can obtain any of the documents incorporated by reference into thisjoint proxy statement/ prospectus through Harrah's or
Caesars, as the case may be, or from the SEC through the SEC’ s website at www.sec.gov. Documents incorporated by reference are
available from Harrah's and Caesars without charge, excluding any exhibits to those documents, unless the exhibit is specifically
incorporated by
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reference as an exhibit in thisjoint proxy statement/ prospectus. Harrah's stockhol ders and Caesars stockholders may request a copy
of such documents by contacting the applicable department at:

Harrah's Entertainment, Inc. Caesars Entertainment, Inc.
One Harrah's Court 3930 Howard Hughes Parkway
LasVegas, Nevada 89119 LasVegas, Nevada 89109
(702)407-6000 (702) 699-5000
Attn: Investor Relations Attn: Secretary

In addition, you may obtain copies of the information relating to Harrah's, without charge, by sending an e-mail to
investors@harrahs.com. Y ou may obtain copies of some of this information by making a request through the Harrah' s investor
relations website at http://investor.harrahs.com.

In addition, you may obtain copies of some of thisinformation relating to Caesars, without charge, by making a request through the
investor relations section of the Caesars website at http://investor.caesars.com.

INORDER FOR YOU TORECEIVE TIMELY DELIVERY OF THE DOCUMENTSIN ADVANCE OF THEHARRAH'SAND
CAESARSSPECIAL MEETINGS HARRAH'SOR CAESARS ASAPPLICABLE, SHOULD RECEIVE YOUR REQUEST NO
LATER THAN MARCH4, 2005.

We have not authorized anyone to give any information or make any representation about the merger or our companies that is
different from, or in addition to, that contained in thisjoint proxy statement/ prospectus or in any of the materials that we have
incorporated into thisjoint proxy statement/ prospectus. Therefore, if anyone does give you information of this sort, you should not
rely on it. If you arein ajurisdiction where offers to exchange or sell, or solicitations of offers to exchange or purchase, the securities
offered by thisjoint proxy statement/ prospectus or the solicitation of proxiesis unlawful, or if you are a person to whom it is unlawful
to direct these types of activities, then the offer presented in thisjoint proxy statement/ prospectus does not extend to you. The
information contained in this joint proxy statement/ prospectus is accurate only as of the date of this document unless the information
specifically indicates that another date applies.
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ANNEX A
AGREEMENT AND PLAN OF MERGER
dated as of July14, 2004,
by and among
HARRAH' SENTERTAINMENT, INC.,
HARRAH'SOPERATING COMPANY, INC.
and

CAESARSENTERTAINMENT, INC.
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AGREEMENT AND PLAN OF MERGER (the* Agreement” ) dated as of July14, 2004, by and among Harrah' s Entertainment, Inc., a
Delaware corporation (* Parent” ) , Harrah's Operating Company, Inc., a Delaware corporation and awholly owned subsidiary of
Parent (“ Merger Sub”) , and Caesars Entertainment, Inc., a Delaware corporation (the “ Company” ).

WHEREAS, the respective Boards of Directors of Parent, Merger Sub and the Company have approved the merger (the “ Merger” ) of
the Company into Merger Sub on the terms and subject to the conditions set forth in this Agreement, whereby each issued share of
common stock, par value $0.01per share, of the Company (the “ Company Common Sock” ) not owned by Parent, Merger Sub or the
Company shall be converted into the right to receive the Merger Consideration;and

WHEREAS, Parent, as the sole stockholder of Merger Sub, will immediately following the execution of this Agreement approve this
Agreement;

WHEREAS, subject to Section6.12 hereof, for Federal income tax purposesit isintended that the Merger qualify as a“reorganization”
within the meaning of Section368(a) of the Internal Revenue Code of 1986, as amended (the “ Code” );and

WHEREAS, Parent, Merger Sub and the Company desire to make certain representations, warranties, covenants and agreementsin
connection with the Merger and also to prescribe various conditions to the Merger.

NOW, THEREFORE, in consideration of the foregoing and the respective representations, warranties, covenants and agreements
hereinafter set forth, the parties hereto agree as follows:

ARTICLEI.
THEMERGER

SECTIONL.01 The Merger. Subject to Sections6.12(c) and 6.12(d) hereof, on the terms and subject to the conditions set forth in this
Agreement, and in accordance with the Genera Corporation Law of the State of Delaware (the “ DGCL” ), the Company shall be
merged with and into Merger Sub at the Effective Time. At the Effective Time and as aresult of the Merger, the separate corporate
existence of the Company shall cease and Merger Sub shall continue as the surviving entity (the “ Surviving Entity” ). The Merger, the
payment of cash in connection with the Merger, the issuance by Parent of shares of common stock, par value $0.10per share, of Parent
(“ Parent Common Sock” ) in connection with the Merger (the “ Share Issuance” ) and the other transactions contemplated by this
Agreement are referred to in this Agreement asthe “ Transactions.”

SECTIONL1.02 Closing. The closing (the “ Closing” ) of the Merger shall take place at the offices of Latham Watkins LLP, 650 Town
Center Drive, Suite2000, Costa Mesa, California 92626 at 10:00a.m., Pacific Time, on the second Business Day following the satisfaction
(or, to the extent permitted by Law, waiver by the party or parties entitled to the benefits thereof) of the conditions set forth in
ArticleVIl (other than those conditions that by their nature are to be satisfied at the Closing, but subject to the fulfillment or waiver of
those conditions), or at such other place, time and date as shall be agreed in writing by Parent and the Company. The date on which
the Closing occursisreferred to in this Agreement asthe “ Closing Date.”

SECTION1.03 Effective Time. Prior to the Closing, Parent shall prepare, and on the Closing Date, the Surviving Entity shall file with the
Secretary of State of the State of Delaware, a certificate of merger or other appropriate documents (in any such case, the “ Certificate of
Merger” ) executed in accordance with the relevant provisions of the DGCL and shall make al other filings or recordings required
under the DGCL. The Merger shall become effective at such time as the Certificate of Merger is duly filed with such Secretary of State
on the Closing Date, or at such later time as Parent and the Company shall agree and specify in the Certificate of Merger (the time the
Merger becomes effective being the “ Effective Time” ).
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SECTIONL1.04 Effect of the Merger. At the Effective Time, the effect of the Merger shall be as provided herein and in the applicable
provisions of theDGCL.

SECTIONL.05 Certificate of Incorporation and By-laws.

(8)The certificate of incorporation of Merger Sub, asin effect immediately prior to the Effective Time, shall be the certificate of
incorporation of the Surviving Entity until thereafter changed or amended as provided therein or by the DGCL or applicable Law.

(b)The by-laws of Merger Sub, asin effect immediately prior to the Effective Time, shall be the by-laws of the Surviving Entity until
thereafter changed or amended as provided therein or by applicable Law.

SECTION1.06 Directors. The directors of Merger Sub immediately prior to the Effective Time shall be the directors of the Surviving
Entity, until the earlier of their resignation or removal or until their respective successors are duly elected and qualified, asthe case

may be.

SECTIONL.07 Officers. The officers of the Merger Sub immediately prior to the Effective Time shall be the officers of the Surviving
Entity, until the earlier of their resignation or removal or until their respective successors are duly elected or appointed and qualified, as

the case may be.

ARTICLEII.

EFFECT ON THE CAPITAL STOCK OF THE CONSTITUENT CORPORATIONS,
EXCHANGE OF CERTIFICATES

SECTION2.01 Effect on Capital Sock. At the Effective Time, by virtue of the Merger and without any action on the part of the holder
of any shares of Company Common Stock or any shares of capital stock of Merger Sub:

(a) Capital Stock of Merger Sub. Each issued and outstanding share of capital stock of Merger Sub shall continue to be issued
and outstanding and shall constitute the only issued and outstanding shares of the Surviving Entity.

(b) Cancellation of Treasury Stock and Parent-Owned Stock. Each share of Company Common Stock that is owned by the
Company, Parent or Merger Sub (or any direct or indirect wholly-owned subsidiary of Parent or Merger Sub) shall no longer be
outstanding and shall automatically be canceled and retired and shall cease to exist, and no cash, Parent Common Stock or other
consideration shall be delivered or deliverablein exchange therefor.

(c) Conversion of Company Common Stock.

(1)Subject to Sections2.01(b), 2.01(d) and 2.02(e), each issued and outstanding share of Company Common Stock outstanding
prior to the Effective Time shall be converted into the right to receive, at the election of the holder thereof, one of the following:

(i)for each such share of Company Common Stock with respect to which an election to receive stock consideration (a* Stock
Election” ) has been effectively made, and not revoked or lost, pursuant to Section2.03 (each, an “ Electing Share” ), theright to
receive (subject to adjustment as provided in Section2.01(e)) 0.3247 (the “ Exchange Ratio” ) shares of Parent Common Stock (the
“ Sock Consideration” ), including the associated special stock purchase rightsissued (“ Parent Rights’) pursuant to the
Rights Agreement dated as of October6, 1996 between Parent and the Bank of New Y ork, as Rights Agent (the “ Parent Rights
Agreement” );and

(ihfor each such share of Company Common Stock other than Electing Shares (each, a“ Non-Electing Share” ) theright to
receive (subject to adjustment as provided in Section2.01(e)) $17.75 in cash, without interest (the “ Cash Consideration” ), and
each

A-2

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

stockholder of the Company that holds Non-Electing Shares shall be deemed to have made a cash election(a” Cash Election” )
with respect to such Non-Electing Shares.

(2) The cash payable, and the shares of Parent Common Stock to be issued, upon the conversion of shares of Company Common
Stock pursuant to this Section2.01(c), and any cash payablein lieu of fractional shares of Parent Common Stock as contemplated
by Section2.02(e), are referred to collectively as“ Merger Consideration.” As of the Effective Time, al such shares of Company
Common Stock shall no longer be outstanding and shall automatically be canceled and retired and shall cease to exist, and each
holder of a certificate representing any such shares of Company Common Stock shall cease to have any rights with respect
thereto, except the right to receive Merger Consideration upon surrender of such certificate in accordance with Section2.02,
without interest.

(3)Notwithstanding anything in this Agreement to the contrary, if, between the date of this Agreement and the Effective Time,
the outstanding shares of Parent Common Stock or Company Common Stock shall have been changed into a different number of
shares or adifferent class by reason of any reclassification, recapitalization, split-up, combination, exchange of shares or
readjustment, or a stock dividend thereon shall be declared with arecord date within said period, the Exchange Ratio shall be
correspondingly adjusted.

(d) Dissenter Rights. Notwithstanding anything in this Agreement to the contrary, shares (“ Dissenter Shares’) of Company
Common Stock that are outstanding immediately prior to the Effective Time and that are held by any person who is entitled to
demand and properly demands payment for such Dissenter Shares pursuant to, and who compliesin all respects with,
Sections262 of the DGCL (the “ Dissenter Rights’ ) shall not be converted into Merger Consideration as provided in
Section2.01(c)(1), but rather the holders of Dissenter Shares shall be entitled to payment for such Dissenter Shares in accordance
with the Dissenter Rights; provided, however , that if any such holder shall fail to perfect or otherwise shall waive, withdraw or
lose the right to receive payment under the Dissenter Rights, then the right of such holder to be paid in accordance with the
Dissenter Rights shall cease and such Dissenter Shares shall be deemed to have been converted as of the Effective Time into, and
to have become exchangeable solely for the right to receive, Merger Consideration as provided in Section2.01(c)(1). The Company
shall serve prompt notice to Parent of any written notice of intent to demand payment, or any written demand for payment,
received by the Company in respect of any shares of Company Common Stock, and Parent shall have the right to participatein
and direct all negotiations and proceedings with respect to such demands. Prior to the Effective Time, the Company shall not,
without the prior written consent of Parent, make any payment with respect to, or settle or offer to settle, any such demands, or
agree to do any of the foregoing.

(e) Proration. Notwithstanding anything in this Agreement to the contrary:

(Dthetotal number of shares of Company Common Stock to be converted into the Stock Consideration pursuant to
Section2.01(c)(1) shall be equal to the product obtained by multiplying (x)the number of shares of Company Common Stock
outstanding immediately prior to the Effective Time by (y)0.6642 (the “ Sock Cap” ), and al other shares of Company Common
Stock shall be converted into the Cash Consideration.

(2)if the aggregate number of Electing Shares exceeds the Stock Cap, then (x)all Non-Electing Shares of each holder thereof shall
be converted into the right to receive the Cash Consideration and (y)the Electing Shares of each holder thereof will be converted
into the right to receive the Stock Consideration in respect of that number of Electing Shares equal to the product obtained by
multiplying (A)the number of Electing Shares held by such holder by (B)afraction, the numerator of which isthe Stock Cap and
the denominator of which is the aggregate number of Electing Shares, with the remaining number of such holder’s Electing Shares
being converted into the right to receive the Cash Consideration;and
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(3)if the aggregate number of Electing Sharesis less than the Stock Cap (the amount by which the aggregate number of Electing
Sharesisless than the Stock Cap being referred to herein as the “ Shortfall Number” ), then (x)all Electing Shares shall be
converted into the right to receive the Stock Consideration and (y)the Non-Electing Shares of each holder thereof will be
converted into the right to receive the Stock Consideration in respect of that number of Non-Electing Shares equal to the product
obtained by multiplying (A) the number of Non-Electing Shares held by such holder by (B)a fraction, the numerator of which is
the Shortfall Number and the denominator of which is the aggregate number of Non-Electing Shares, with the remaining number of
such holder’s Non-Electing Shares being converted into the right to receive the Cash Consideration.

SECTION2.02 Exchange of Certificates.

(8) Exchange Agent. As soon as practicable following the date of this Agreement and in any event not less than three days prior to
dissemination of the Joint Proxy Statement to the stockholders of the Company and the stockholders of Parent, Parent shall select a
bank or trust company reasonably satisfactory to the Company to act as exchange agent (the “ Exchange Agent” ) for payment of
Merger Consideration upon surrender of certificates representing Company Common Stock. The Exchange Agent shall also act asthe
agent for the Company’ s stockholders for the purpose of receiving and holding their Forms of Election and Certificates and shall
obtain no rights or interests in such shares. Promptly following the Effective Time, Parent shall deposit with the Exchange Agent, for
the benefit of the holders of shares of Company Common Stock, for exchange in accordance with this Articlell, through the Exchange
Agent (i)certificates representing the number of shares of Parent Common Stock issuable and (ii)the amount of cash consideration
payable, in each case, pursuant to Section2.01(c) in exchange for outstanding shares of Company Common Stock (such shares of
Parent Common Stock and cash, together with any dividends or distributions with respect thereto, being hereinafter referred to asthe
“ Exchange Fund” ). For the purposes of such deposit, Parent shall assume that there will not be any fractional shares of Parent
Common Stock. Parent shall make available to the Exchange Agent, from time to time as needed, cash sufficient to pay cashin lieu of
fractional sharesin accordance with Section2.02(€). The Exchange Agent shall, pursuant to irrevocable instructions, deliver Parent
Common Stock contemplated to be issued pursuant to Section2.01 out of the Exchange Fund. The Exchange Fund may not be used for
any other purpose.

(b) Exchange Procedures. As soon as reasonably practicable after the Effective Time, the Exchange Agent shall mail to each holder of
record of acertificate or certificates (the “ Certificates’ ) that immediately prior to the Effective Time represented outstanding shares of
Company Common Stock whose shares were converted into the right to receive Merger Consideration pursuant to Section2.01(c) who
did not complete an Form of Election pursuant to Section2.03, (i)aletter of transmittal (which shall specify that delivery shall be
effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent and shall
be in such form and have such other provisions as Parent may reasonably specify) and (ii)instructions for use in effecting the
surrender of the Certificates in exchange for Merger Consideration. Upon surrender of a Certificate for cancellation to the Exchange
Agent or to such other agent or agents as may be appointed by Parent, together with such letter of transmittal, duly executed, and
such other documents as may reasonably be required by the Exchange Agent, the holder of such Certificate shall be entitled to receive
in exchange therefor the amount of cash, if any, and the number of whole shares of Parent Common Stock, if any, into which the
aggregate number of shares of Company Common Stock previously represented by such Certificate shall have been converted
pursuant to Section2.01(c), and the Certificate so surrendered shall forthwith be canceled. Thereafter, such holder shall be treated as a
holder of Parent Common Stock for purposes of voting or quorum for any meeting of the stockholders of Parent. In the event of a
transfer of ownership of Company Common Stock that is not registered in the transfer records of the Company, payment may be made
to a person other than the person in whose name the Certificate so surrendered is registered, if such Certificate shall be properly
endorsed or otherwise be in proper form for transfer and the person requesting such payment shall pay any transfer or other taxes
required by reason of the payment to a person other than the registered
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holder of such Certificate or establish to the satisfaction of Parent that such tax has been paid or is not applicable. Until surrendered as
contemplated by this Section2.02, each Certificate shall be deemed at any time after the Effective Time to represent only the right to
receive upon such surrender the Merger Consideration into which the shares of Company Common Stock theretofore represented by
such Certificate have been converted pursuant to Section2.01(c). No interest shall be paid or accrue on any cash payable upon
surrender of any Certificate.

(c) Distributions With Respect to Unexchanged Shares. No dividends or other distributions with respect to Parent Common Stock
with arecord date on or after the Effective Time shall be paid to the holder of any Certificate formerly representing Company Common
Stock with respect to the shares of Parent Common Stock issuable upon surrender thereof, and no cash payment in lieu of fractional
shares shall be paid to any such holder pursuant to Section2.02(e) until the surrender of such Certificate in accordance with this
Articlell. Subject to applicable Law, following surrender of any such Certificate, there shall be paid to the holder of the Certificate
representing whole shares of Parent Common Stock issued in exchange therefor, without interest, (i)at the time of such surrender, the
amount of any cash payablein lieu of afractiona share of Parent Common Stock to which such holder is entitled pursuant to
Section2.02(e) and the amount of dividends or other distributions with arecord date after the Effective Time theretofore paid with
respect to such whole shares of Parent Common Stock, and (ii)at the appropriate payment date, the amount of dividends or other
distributions with a record date after the Effective Time but prior to such surrender and a payment date subsequent to such surrender
payable with respect to such whole shares of Parent Common Stock.

(d) No Further Ownership Rightsin Company Common Stock. The Merger Consideration paid and/or issued in accordance with the
terms of this Articlell upon conversion of any shares of Company Common Stock shall be deemed to have been paid and/or issued in
full satisfaction of all rights pertaining to such shares of Company Common Stock, subject, however, to the Surviving Entity’s
obligation to pay any dividends or make any other distributions with arecord date prior to the Effective Time that may have been
declared or made by the Company on such shares of Company Common Stock in accordance with the terms of this Agreement or prior
to the date of this Agreement and which remain unpaid at the Effective Time, and after the Effective Time there shall be no further
registration of transfers on the stock transfer books of the Surviving Entity of shares of Company Common Stock that were
outstanding immediately prior to the Effective Time. If, after the Effective Time, any Certificates formerly representing shares of
Company Common Stock are presented to the Surviving Entity or the Exchange Agent for any reason, they shall be canceled and
exchanged as provided in this Articlell.

(e) No Fractional Shares.

(2)No certificates or scrip representing fractional shares of Parent Common Stock shall be issued upon the conversion of
Company Common Stock pursuant to Section2.01(c), and such fractional share interests shall not entitle the owner thereof to vote
or to any rights of aholder of Parent Common Stock. For purposes of this Section2.02(€), all fractional sharesto which asingle
record holder would be entitled shall be aggregated and cal culations shall be rounded to three decimal places.

(2)Inlieu of any such fractional shares, each holder of Company Common Stock who would otherwise be entitled to such
fractional shares shall be entitled to an amount in cash, without interest, rounded to the nearest cent, equal to the product of
(A)the amount of the fractional share interest in a share of Parent Common Stock to which such holder is entitled under
Section2.01(c) (or would be entitled but for this Section2.02(€)) and (B)an amount equal to the average of the closing sale prices
for Parent Common Stock on the New Y ork Stock Exchange, as reported in The Wall Street Journal, Northeastern edition, for each
of the ten consecutive trading days ending with the second complete trading day prior to the Effective Time.

(f) Termination of Exchange Fund. Any portion of the Exchange Fund that remains undistributed to the holders of Company Common
Stock for six months after the Effective Time shall be delivered to Parent, upon demand, and any holder of Company Common Stock
who has not theretofore complied with
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this Articlell shall thereafter look only to Parent and the Surviving Entity for payment of its claim for Merger Consideration (including
any cash in lieu of fractional shares of Parent Common Stock to which they are entitled pursuant to Section2.2(€)) and any applicable
dividends or distributions with respect to any Parent Common Stock constituting Merger Consideration as provided in Section2.02(c),
in each case, without any interest thereon.

(9) No Liability. None of Parent, Merger Sub or the Company or the Exchange Agent shall be liable to any person in respect of any
cash or any shares of Parent Common Stock (or dividends or distributions with respect thereto) delivered to a public official pursuant
to any applicable abandoned property, escheat or similar Law. If any Certificate has not been surrendered prior to five years after the
Effective Time (or immediately prior to such earlier date on which Merger Consideration in respect of such Certificate would otherwise
escheat to or become the property of any Governmental Entity), any such cash, shares, dividends or distributions in respect of such
Certificate shal, to the extent permitted by applicable Law, become the property of the Surviving Entity, free and clear of al claimsor
interest of any person previously entitled thereto.

(h) Investment of Exchange Fund. The Exchange Agent shall invest any cash included in the Exchange Fund, as directed by Parent, in
direct obligations of the U.S.Treasury or otherwise with the consent of the Company (which consent shall not be unreasonably
withheld or delayed), on adaily basis. Any interest and other income resulting from such investments shall be paid to Parent.

(i) Withholding Rights. Parent and the Exchange Agent shall be entitled to deduct and withhold from the consideration otherwise
payable to any holder of Company Common Stock pursuant to this Agreement such amounts as may be required to be deducted and
withheld with respect to the making of such payment under the Code, or under any provision of state, local or foreign tax Law. To the
extent that amounts are so withheld and paid over to the appropriate taxing authority, the Surviving Entity will be treated as though it
withheld an appropriate amount of the type of consideration otherwise payable pursuant to this Agreement to any holder of Company
Common Stock, sold such consideration for an amount of cash equal to the fair market value of such consideration at the time of such
deemed sale and paid such cash proceeds to the appropriate taxing authority.

(i) Income Tax Treatment. It isintended by the parties hereto that the Merger qualify as a“reorganization” within the meaning of
Section368(a) of the Code. Subject to any revision to the structure of the transaction as provided under Section6.12(c) hereof, the
parties hereto hereby adopt this Agreement as a*“ plan of reorganization” within the meanings of Sections1.368-2(g) and 1.368-3(a) of
the U.S.Treasury Regulations promulgated under the Code.

SECTION2.03 Elections.

(a)Each person who, on or prior to the Election Date referred to in paragraph(b) below, isarecord holder of shares of Company
Common Stock shall be entitled, with respect to al or any portion of such shares, to make an unconditional Stock Election on or prior
to such Election Date, on the basis hereinafter set forth.

(b)Parent shall prepare aform of election, which form shall be subject to the reasonable approva of the Company (the “ Form of
Election” ) and shall be mailed with the Joint Proxy Statement to the record holders of Company Common Stock as of the record date
for the Company Stockholders Meeting), which Form of Election shall be used by each record holder of shares of Company Common
Stock who wishes to elect to receive the stock consideration pursuant to Section2.01(c)(1) for any or all shares of Company Common
Stock held by such holder. The Company shall use all reasonable efforts to make the Form of Election and the Joint Proxy Statement
availableto al persons who become record holders of Company Common Stock during the period between such record date and the
Election Date, including using reasonable efforts to mail a Form of Election to al such persons who become record holders prior to the
seventh Business Day prior to the Election Date. Any such holder’s election to receive the stock consideration pursuant to
Section2.01(c)(1) shall have been properly made only if the Exchange Agent shall have received at its designated office, by 5:00p.m.,
Pacific Standard Time, on the Business Day
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immediately preceding the Closing Date (the “ Election Date” ), aForm of Election properly completed and signed and accompanied by
Certificates for the shares of Company Common Stock to which such Form of Election relates, duly endorsed in blank or otherwisein
form acceptable for transfer on the books of the Company (or accompanied by an appropriate guarantee of delivery of such Certificates
as set forth in such Form of Election from afirm which isamember of aregistered national securities exchange or of the National
Association of Securities Dealers, Inc. or acommercial bank or trust company having an office or correspondent in the United States,
provided such Certificates are in fact delivered to the Exchange Agent within three New Y ork Stock Exchange trading days after the
date of execution of such guarantee of delivery). Failure to deliver Certificates covered by any guarantee of delivery within three New
York Stock Exchange trading days after the date of execution of such guarantee of delivery shall be deemed to invalidate any otherwise
properly made Stock Election. Parent and the Company will announce the anticipated Closing Date at |east three Business Days, but
not more than ten Business Days, prior thereto. If the Closing is delayed to a subsequent date, the Election Date shall be similarly
delayed and Parent will promptly announce such rescheduled Election Date and Closing.

(c)Any Form of Election may be revoked by the stockholder who submitted such Form of Election to the Exchange Agent only by
written notice received by the Exchange Agent (i)prior to 5:00p.m., Pacific Time, on the Election Date or (ii)after such time, if (and only
to the extent that) the Exchange Agent is legally required to permit revocations and only if the Effective Time shall not have occurred
prior to such date. In addition, all Forms of Election shall automatically be revoked if the Exchange Agent is notified in writing by
Parent and the Company that the Merger has been abandoned. If a Form of Election is revoked, the Certificate or Certificates (or
guarantees of delivery, as appropriate) for the shares of Company Common Stock to which such Form of Election relates shall be
promptly returned to the stockholder submitting the same to the Exchange Agent and any such shares shall be treated as Non-Electing
Shares (unless and until another duly completed Form of Election(and the Certificate or Certificates, or guarantees of delivery, as
applicable, to which such Form of Election relates) has been submitted to the Exchange Agent in accordance with this Agreement).

(d)The determination of the Exchange Agent in its sole discretion shall be binding as to whether or not elections to receive the stock
consideration pursuant to Section2.01(c)(1) have been properly made or revoked pursuant to this Section2.03 with respect to shares of
Company Common Stock and when elections and revocations were received by it. If no Form of Election is received with respect to
shares of Company Common Stock, or if the Exchange Agent determines that any election to receive the stock consideration pursuant
to Section2.01(c)(1) was not properly made with respect to shares of Company Common Stock, such shares shall be treated by the
Exchange Agent as Non-Electing Shares at the Effective Time, and such shares shall be converted into the right to receive the Cash
Consideration in accordance with Section2.01(c)(1)(ii) (subject to Section2.01(€)). The Exchange Agent shall also make all
computations as to the proration contemplated by Section2.01(e), and absent manifest error any such computation shall be conclusive
and binding on the holders of shares of Company Common Stock. The Exchange Agent may, with the mutual agreement of Parent and
the Company, make such rules as are consistent with this Section2.03 for the implementation of the elections provided for herein as
shall be necessary or desirable fully to effect such elections.

SECTION2.04 Company Equity Awards.

(a)At the Effective Time, each Company Stock Option then outstanding under any Company Stock Plan, whether or not then
exercisable, shall be assumed by Parent and converted into an option to purchase Parent Common Stock in accordance with this
Section2.04(a). Each Company Stock Option so converted shall continue to have, and be subject to, the same terms and conditions
(acknowledging that the Company Stock Plans (other than the 1998 Independent Director Stock Option Plan) provide for accelerated
vesting in connection with this Transaction) as set forth in the applicable Company Stock Plan and any agreements thereunder
immediately prior to the Effective Time, except that, as of the Effective Time, (i)each unvested Company Stock Option under the 1998
Independent Director Stock Option Plan shall be fully vested and exercisable, (ii)each Company Stock Option shall be exercisable for
that number of whole shares of Parent Common Stock equal to the product of the number of shares of Company
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Common Stock that were issuable upon exercise of such Company Stock Option immediately prior to the Effective Time multiplied by
the Exchange Ratio (without regard to any adjustment provided in Section2.01(€)), rounded down to the nearest whole number of
shares of Parent Common Stock, and (iii)the per share exercise price for the shares of Parent Common Stock issuable upon exercise of
such Company Stock Option so converted shall be equal to the quotient determined by dividing the exercise price per share of
Company Common Stock at which such Company Stock Option was exercisable immediately prior to the Effective Time by the
Exchange Ratio, rounded up to the nearest whole cent. Notwithstanding the foregoing, the conversion of any Company Stock Options
which are “incentive stock options,” within the meaning of Section422 of the Code, into options to purchase Parent Common Stock
shall be made so as not to constitute a* modification” of such Company Stock Options within the meaning of Section424 of the Code.

(b)At the Effective Time, each outstanding purchase right under the Company’s Amended and Restated Employee Stock Purchase
Plan (the “ Employee Stock Purchase Plan” ) shall be assumed by Parent in such manner that Parent is a corporation “issuing or
assuming a stock option in atransaction to which Section424(a) applies’ within the meaning of the Code, and shall be converted into a
right to purchase Parent Common Stock in accordance with this Section2.04(b). Each purchase right so assumed and converted by
Parent under this Agreement will continue to have, and be subject to, the same terms and conditions set forth in the Company’s
Employee Stock Purchase Plan and the documents governing the outstanding purchase rights under the Employee Stock Purchase
Plan, immediately prior to the Effective Time, except that the purchase price of shares of Parent Common Stock and the number of
shares of Parent Common Stock to be issued upon the exercise of such purchase rights shall be adjusted in accordance with the
Exchange Ratio.

(c)At the Effective Time, each RSU shall vest according to itsterms and as promptly as practicable following the Effective Time, Parent
shall cause to be issued to each holder of RSUs, in complete settlement thereof, a number of shares of Parent Common Stock (net of
any applicable withholding) equal to the product of the number of shares of Company Common Stock subject to RSUs credited to the
holder’ s account immediately prior to the Effective Time multiplied by the Exchange Ratio (without regard to any adjustment provided
in Section2.01(e)), such product to be rounded to the nearest whole number of shares of Parent Common Stock.

(d)At the Effective Time, the forfeiture conditions on each Performance Award shall lapse according to its terms and, as promptly as
practicable following the Effective Time, Parent shall cause to be issued to each holder of a Performance Award, in complete settlement
thereof, a number of shares of Parent Common Stock (net of any applicable withholding) equal to the product of the number of shares
of Company Common Stock issuable upon achievement of all performance goals set forth in the holder’ s Performance Award multiplied
by the Exchange Ratio (without regard to any adjustment provided in Section2.01(e)), such product to be rounded to the nearest whole
number of shares of Parent Common Stock.

(e)The Company shall take all actions necessary to terminate the Company Supplemental Retention Plan as of the Effective Time. In
connection with such termination, as promptly as practicable following the Effective Time, Parent shall cause to be issued to each
participant in the Supplemental Retention Plan, in complete settlement of such participant’ s rights with respect to Supplemental
Retention Units, a number of shares of Parent Common Stock (net of any applicable withholding) equal to the product of the number of
shares of Company Common Stock subject to Supplemental Retention Units credited to such participant’ s account immediately prior to
the Effective Time multiplied by the Exchange Ratio (without regard to any adjustment provided in Section2.01(e)), such product to be
rounded down to the nearest whole number of shares of Parent Common Stock.

(f)Parent shall take all corporate action necessary to reserve for issuance a sufficient number of shares of Parent Common Stock for
delivery upon exercise or settlement of the Company Equity Awards being assumed or settled in accordance with this Section2.04. As
soon as reasonably practicable after the Effective Time, Parent shall file a registration statement on FormS-8 (or any successor or other
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appropriate form) with respect to the shares of Parent Common Stock subject to such Company Equity Awards and shall use al
reasonable efforts to maintain the effectiveness of such registration statement or registration statements (and maintain the current
status of the prospectus or prospectuses contained therein) for so long as the Company Stock Options being assumed in accordance
with this Section2.04 remain outstanding.

ARTICLE!II.
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as expressly set forth in that certain letter (with specific reference to the Section or Subsection of this Agreement to which the
information stated in such disclosure relates and such other Sections or Subsections of this Agreement to the extent a matter is
disclosed in such away as to make its relevance to the information called for by such other Section or Subsection readily apparent),
dated as of the date of this Agreement, from the Company to Parent and Merger Sub (the “ Company Disclosure Letter” ) or in any
Company SEC Document filed and publicly available prior to the date of this Agreement (the “ Filed Company SEC Documents” ), the
Company represents and warrants to Parent and Merger Sub that:

SECTION3.01 Organization, Sanding and Power. Each of the Company and each of its subsidiaries (the “ Company Subsidiaries’ )
is duly organized or formed, validly existing and in good standing under the laws of the jurisdiction in which it is organized and has full
corporate, partnership or limited liability company power and authority to conduct its businesses as presently conducted, except
where such failure to be in good standing that would not, individually, or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect. The Company and each Company Subsidiary is duly qualified to do businessin each jurisdiction where the
nature of its business or the ownership or leasing of its properties make such qualification necessary or the failure to so qualify,
individually or in the aggregate, has had or would reasonably be expected to have a Company Material Adverse Effect. The Company
has delivered or made available to Parent true and compl ete copies of the certificate of incorporation of the Company, as amended to
the date of this Agreement (as so amended, the “ Company Charter” ), and the by-laws of the Company, as amended to the date of
this Agreement (as so amended, the “ Company By-laws’ ), and the comparabl e organizational documents of each Company
Subsidiary, in each case as amended to the date of this Agreement. The Company is not in violation of any of the provision of the
Company Charter or the Company By-laws as of the date hereof.

SECTION3.02 The Company Subsidiaries; Equity Interests.

(a)Section3.02(a) of the Company Disclosure Letter lists each Company Subsidiary and its jurisdiction of organization or formation. All
the outstanding shares of capital stock of each Company Subsidiary have been validly issued and are fully paid and nonassessable
and are owned by the Company, by another Company Subsidiary or by the Company and another Company Subsidiary, free and clear
of al Liens.

(b)Except for itsinterests in the Company Subsidiaries, the Company does not own, directly or indirectly, any Equity Interest in any
person.

SECTION3.03 Capital Sructure.

(8 The authorized capital stock of the Company consists of 400,000,000shares of Company Common Stock and 100,000,000shares of
preferred stock, par value $0.01per share. As of July13, 2004, (i)308,571,027shares of Company Common Stock were issued and
outstanding, (ii)23,081,422shares of Company Common Stock were held by the Company in its treasury, (iii)25,441,914shares of
Company Common Stock were subject to outstanding Company Equity Awards pursuant to the Company Stock Plans,
(iv)29,120,640shares of Company Common Stock were reserved for issuance under the Company Stock Plans and (v)a variable number
of shares of Company Common Stock were subject to outstanding convertible debt. Except as set forth above, as of July13, 2004, no
shares of capital stock or other voting
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securities of the Company were issued, reserved for issuance or outstanding, and since July13, 2004, no shares of capital stock or
other voting securities of the Company were issued by the Company, except for shares of Company Common Stock issued upon the
exercise or vesting of Company Equity Awards outstanding as of July13, 2004. There are no outstanding stock appreciation rights
linked to the price of Company Common Stock and granted under the Company Stock Plan or otherwise. All outstanding shares of
Company Common Stock are, and al such shares that may be issued prior to the Effective Time will be when issued, duly authorized,
validly issued, fully paid and nonassessable and not subject to or issued in violation of any purchase option, call option, right of first
refusal, preemptive right, subscription right or any similar right under any provision of the DGCL, the Company Charter, the Company
By-laws or any Contract to which the Company is a party or otherwise bound. There are not any bonds, debentures, notes or other
indebtedness of the Company having the right to vote (or convertible into, or exchangeable for, securities having the right to vote) on
any matters on which holders of Company Common Stock may vote (“ Voting Company Debt” ) . Except as set forth above and except
for the Rights (as defined in the Company Rights Plan), as of the date of this Agreement, there are not any options, warrants, rights,
convertible or exchangeabl e securities, “phantom” stock rights, stock appreciation rights, stock-based performance units,
commitments, Contracts, arrangements or undertakings of any kind to which the Company or any Company Subsidiary is a party or by
which any of them is bound (i)obligating the Company or any Company Subsidiary to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of capital stock or other Equity Interestsin, or any security convertible or exercisable for or
exchangeable into any capital stock of or other Equity Interestsin, the Company or any Company Subsidiary or any Voting Company
Debt, (ii)obligating the Company or any Company Subsidiary to issue, grant, extend or enter into any such option, warrant, call, right,
security, commitment, Contract, arrangement or undertaking or (iii)that give any person the right to receive any economic benefit or
right similar to or derived from the economic benefits and rights occurring to holders of Company Common Stock. As of the date of
this Agreement, there are not any outstanding contractual obligations of the Company or any Company Subsidiary to repurchase,
redeem or otherwise acquire any shares of capital stock of the Company or any Company Subsidiary.

(b)AIl outstanding Company Stock Options are evidenced by stock option award agreements. The Company has provided or made
available to Parent the standard form of stock option award agreement, as well as those stock option award agreements that are
materially different from the standard form of stock option award agreement.

SECTION3.04 Authority; Execution and Delivery; Enforceability.

(8)The Company has all requisite corporate power and authority to execute and deliver this Agreement and, subject to the Company
Stockholder Approval, to consummate the Merger and the other Transactions to be performed or consummated by the Company in
accordance with the terms of this Agreement. The execution and delivery by the Company of this Agreement and the consummation
by the Company of the Merger and the other Transactions to be performed or consummated by the Company in accordance with the
terms of this Agreement have been duly authorized by all necessary corporate action on the part of the Company, subject, in the case
of the Merger, to receipt of the Company Stockholder Approval. The Company has duly executed and delivered this Agreement, and,
assuming due authorization, execution and delivery of this Agreement by Parent and Merger Sub, this Agreement constitutesits legal,
valid and binding obligation, enforceable against it in accordance with its terms, except that enforcement hereof may be subject to or
limited by (i)bankruptcy, insolvency or other similar laws, now or hereafter in effect, affecting its creditors’ rights generally and (ii)the
affect of general principles of equity (regardless of whether enforceability is considered in a proceeding at law or in equity).

(b)The Board of Directors of the Company (the “ Company Board” ), at ameeting duly called and held, duly and unanimously adopted
resol utions (which resolutions have not been rescinded or modified) (i)approving this Agreement and approving the Merger and the
other Transactions to be performed or consummated by the Company in accordance with the terms of this Agreement, (ii)determining
that the terms of the Merger and the other Transactions to be performed or consummated by the Company in accordance with the
terms of this Agreement are advisable and fair to and in the best interests of the
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Company and its stockholders, (iii)directing that this Agreement be submitted to a vote at the Company Stockholders Meeting and
(iv)recommending that the Company’ s stockholders adopt this Agreement. The Company has taken all appropriate actions so that the
restrictions on business combinations contained in Section203 of the DGCL will not apply with respect to or as aresult of this
Agreement, the Merger or any other Transactions contemplated by this Agreement and the transactions contemplated hereby and
thereby, without any further action on the part of the stockholders of the Company or the Company Board. No other state takeover
statute or similar statute or regulation is applicable to or purports to be applicable to the Merger or any other Transactions
contemplated by this Agreement.

(c)The Company Rights Agreement has been amended so that (A)Parent, Merger Sub and any of their “ Affiliates” or “Associates’ (as
such terms are defined in the Company Rights Agreement) are exempt from the definition of “Acquiring Person” contained in the
Company Rights Agreement, and no “ Shares Acquisition Date” or “ Distribution Date” (as such terms are defined in the Company
Rights Agreement) will occur as aresult of the execution of this Agreement or any other Transactions contemplated by this Agreement
or the consummation of the Merger and (B)the Company Rights Agreement will terminate and the Company Rights will expire
immediately prior to the Effective Time. The Company Rights Agreement, as so amended, has not been further amended or modified.

(d)The only vote of holders of any class or series of the capital stock of the Company necessary to adopt this Agreement and approve
the Merger isthe approva of this Agreement by a majority of the outstanding shares of Company Common Stock entitled to vote (the
“ Company Stockholder Approval” ). The affirmative vote of the holders of Company Common Stock, or any of them, is not necessary
to consummate any Transaction to be performed or consummated by the Company in accordance with the terms of this Agreement
other than the Merger.

SECTIONS.05 No Conflicts; Consents.

(a)The execution and delivery by the Company of this Agreement do not, and the consummation by the Company of the Merger and
the other Transactions to be performed or consummated by the Company in accordance with the terms of this Agreement and
compliance by the Company with the terms hereof will not, conflict with, or result in any violation of or default (with or without notice
or lapse of time, or both) under, or giveriseto aright of consent, termination, cancellation or acceleration of any obligation or to loss
of amaterial benefit under, or to increased, additional, accelerated or guaranteed rights or entitlements of any person under, or result in
the creation of any Lien upon any of the properties or assets of the Company or any Company Subsidiary under, any provision of
(Hthe Company Charter, the Company By-laws or the comparable organizational documents of any Company Subsidiary, (ii)any
contract, management agreement, development agreement, consulting agreement, lease, license, indenture, note, bond, agreement,
permit, concession, franchise or other instrument (a“ Contract” ) to which the Company or any Company Subsidiary is a party or by
which any of their respective properties or assetsis bound or (iii)subject to the filings and other matters referred to in Section3.05(b),
any judgment, order or decree (* Judgment” ) or statute, law (including common law), ordinance, rule or regulation (“ Law” ) applicable
to the Company or any Company Subsidiary or their respective properties or assets, other than, in the case of clauses(ii) and (iii)above,
any such itemsthat, individually or in the aggregate, have not had and would not reasonably be expected to have a Company Material
Adverse Effect.

(b)No consent, approval, license, order or authorization (“ Consent” ) of, or registration, declaration or filing with, or Permit from, any
Federal, state, local or foreign government or any court of competent jurisdiction, administrative agency or commission or other
governmental authority or instrumentality, domestic or foreign (a“ Governmental Entity” ), is required to be obtained or made by the
Company or any Company Subsidiary in connection with the execution, delivery and performance of this Agreement or the
consummation of the Merger and the other Transactions to be performed or consummated by the Company in accordance with the
terms of this Agreement, other than (i)compliance with and filings under the Hart-Scott-Rodino Antitrustlmprovements Act of 1976, as
amended (the “ HSR Act” ) and any applicable antitrust or competition laws of foreign jurisdictions (“ Foreign Competition Laws’ ) ,
(ithe filing with the Securities and Exchange Commission (the“ SEC” ) of (A)the Joint Proxy Statement and
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(B)such reports under, or other applicable requirements of, the Securities Exchange Act of 1934, as amended (the “ Exchange Act” ), as
may be required in connection with this Agreement, the Merger and the other Transactions to be performed or consummeated by the
Company in accordance with the terms of this Agreement, (iii)the filing of the Certificate of Merger with the Secretary of State of the
State of Delaware and appropriate documents with the relevant authorities of the other jurisdictions in which the Company is qualified
to do business, (iv)compliance with and such filings and approvals as may be required under applicable Gaming Laws and (v)such
other items that, individually or in the aggregate, have not had and would not reasonably be expected to have a Company Material
Adverse Effect.

SECTION3.06 Company SEC Documents; Undisclosed Liabilities.

(8)The Company hasfiled all reports, schedules, forms, statements and other documents required to be filed by the Company with the
SEC since Januaryl, 2001 pursuant to Sections13(a) and 15(d) of the Exchange Act (the “ Company SEC Documents’ ).

(b)As of its respective date, each Company SEC Document complied in all material respects with the requirements of the Exchange Act
or the Securities Act of 1933, as amended (the “ Securities Act” ), as the case may be, and the rules and regulations of the SEC
promulgated thereunder applicable to such Company SEC Document, and did not contain any untrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading. Except to the extent that information contained in any Filed Company SEC
Document has been revised or superseded by alater filed Filed Company SEC Document, none of the Company SEC Documents
contains any untrue statement of amaterial fact or omits to state any materia fact required to be stated therein or necessary in order to
make the statements therein, in light of the circumstances under which they were made, not misleading. The consolidated financial
statements of the Company included in the Company SEC Documents comply asto formin al material respects with applicable
accounting requirements and the published rules and regulations of the SEC with respect thereto, have been prepared in accordance
with generally accepted accounting principles (* GAAP") (except, in the case of unaudited statements, as permitted by Form10-Q of the
SEC) applied on a consistent basis during the periods involved (except as may be indicated in the notes thereto) and fairly present in
all material respects the consolidated financial position of the Company and its consolidated subsidiaries as of the dates thereof and
the consolidated results of their operations and cash flows for the periods shown (subject, in the case of unaudited statements, to
normal year-end audit adjustments). The books and records of the Company and the Company Subsidiaries have been, and are being,
maintained in all material respects in accordance with GAAP and any other applicable legal and accounting requirements.

(c)Except as and to the extent disclosed or reserved against on the Company’s most recent balance sheet (or in the notes thereto)
included in the Filed Company SEC Documents, neither the Company nor any Company Subsidiary has any Liabilities of any nature
(whether accrued, absolute, contingent or otherwise) required by GAAP to be set forth on a consolidated balance sheet of the
Company and its consolidated subsidiaries or in the notes thereto, except for Liabilities that, individually or in the aggregate, would
not reasonably be expected to have a Company Material Adverse Effect.

(d)None of the Company Subsidiariesis, or has at any time since Januaryl, 2001 been, subject to the reporting requirements of
Sections13(a) and 15(d) of the Exchange Act.

SECTION3.07 Information Supplied. None of the information supplied or to be supplied by the Company for inclusion or
incorporation by referencein (i)the registration statement on FormS-4 to be filed with the SEC by Parent in connection with the Share
Issuance (the “ FormS-4” ) will, at the time the FormS-4 is filed with the SEC, at any timeit is amended or supplemented or at the time it
becomes effective under the Securities Act, contain any untrue statement of a materia fact or omit to state any material fact required to
be stated therein or necessary to make the statements therein not misleading, or (ii)the Joint Proxy Statement will, at the date it isfirst
mailed to the Company’ s stockholders or Parent’s stockholders or at the time of the Company Stockholders Meeting or Parent
Stockholders Meeting, contain any untrue statement of a material fact or omit to state any material fact required to be stated
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therein or necessary in order to make the statements therein, in light of the circumstances under which they are made, not misleading.
The Joint Proxy Statement will comply asto form in all material respects with the requirements of the Exchange Act and the rules and
regulations thereunder, except that no representation is made by the Company with respect to statements made or incorporated by
reference therein based on information supplied by Parent or Merger Sub in writing for inclusion or incorporation by reference in the
FormS-4 or the Joint Proxy Statement.

SECTION3.08 Absence of Certain Changes or Events. Since December31, 2003, the Company has conducted its businessin all
material respects only in the ordinary course, and since such date there has not been:

(any event or development, condition or occurrence that, individually or in the aggregate, has had or would reasonably be
expected to have a Company Material Adverse Effect;

(inany change in accounting methods, principles or practices by the Company or any Company Subsidiary, except insofar as
may have been required by a changein GAAP;or

(iiiyany material elections with respect to Taxes by the Company or any Company Subsidiary or settlement or compromise by the
Company or any Company Subsidiary of any material Tax Liability or refund.

SECTIONS.09 Taxes.

(a)Except with respect to any divestitures that may be undertaken pursuant to Section6.03(a), none of the Company, the Company
Subsidiaries or any Company affiliates has taken or agreed to take any action that would prevent the Merger from qualifying asa
“reorganization” within the meaning of Section368(a) of the Code. Except with respect to any divestitures that may be undertaken
pursuant to Section6.03(a), to the Company’ s knowledge, there is no agreement, plan or other circumstance that would prevent the
Merger from qualifying as a reorganization within the meaning of Section368(a) of the Code.

(b)The Company and the Company Subsidiariestimely have filed with the appropriate Tax authority or other Governmental Authority
all material Tax Returns required to be filed, taking into account any extensions of time within which to file such Tax Returns, and all
such Tax Returns are complete and accurate in all material respects, subject to such exceptions as would not be reasonably expected to
have a Company Material Adverse Effect. The Company and the Company Subsidiaries have paid all Taxes (other than such Taxes as
are being contested in good faith by appropriate proceedings and for which adequate reserves have been taken) that have become
due, whether or not shown on any Tax Return, subject to such exceptions as are unlikely to have a Company Material Adverse Effect.
The unpaid Taxes of the Company and the Company Subsidiaries did not, as of the dates of the financia statements contained in the
most recent Company SEC Documents, exceed the reserve for Tax Liability (excluding any reserve for deferred Taxes established to
reflect timing differences between book and Tax income) set forth on the face of the balance sheets (rather than in any notes thereto)
contained in such financial statements, subject to such exceptions as are unlikely to have a Company Material Adverse Effect. Since
the date of the financial statementsin the most recent Company SEC Documents, neither the Company nor any Company Subsidiary
has incurred any Liability for Taxes outside the ordinary course of business or otherwise inconsistent with past custom and practice,
subject to such exceptions as would not be reasonably expected to have a Company Material Adverse Effect.

(c)There are no audits or other administrative proceedings or court proceedings currently pending or in progress with regard to any
material Taxes or material Tax Returns of the Company or any Company Subsidiary, and neither the Company nor any Company
Subsidiary has received awritten notice or announcement of any audits or other administrative proceedings or court proceedings,
subject to exceptions for any audits or proceedings that, if resolved in amanner unfavorable to the Company or any Company
Subsidiary, are unlikely to have a Company Material Adverse Effect. Neither the Company nor any Company Subsidiary has granted
any waivers or extensions of the time to assess any Taxes.
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(d)There are no Tax Liens upon any property or assets of the Company or any Company Subsidiary except Liens for current Taxes not
yet due and payable and Liens for Taxes that are being contested in good faith by appropriate proceedings, subject to such exceptions
aswould not be reasonably expected to have a Company Material Adverse Effect.

(e)All Taxes required to be withheld, collected or deposited by or with respect to the Company and each Company Subsidiary have
been timely withheld, collected or deposited as the case may be, and to the extent required by applicable Law, have been paid to the
relevant Tax authority or other Governmental Entity, subject to such exceptions as are unlikely to have a Company Material Adverse
Effect.

(f)Neither the Company nor any Company Subsidiary is responsible for the Taxes of any other person (other than the Company or a
Company Subsidiary) under Treasury RegulationSection1.1502-6 (or any similar provision of state, local, or foreign Law), asa
transferee or by Contract that would reasonably be expected to have a Company Material Adverse Effect. Neither the Company nor
any Company Subsidiary isaparty to, is bound by or has any obligation under any Tax sharing, Tax allocation or Tax indemnity
agreement or similar Contract or arrangement, subject to such exceptions as would not be reasonably expected to have a Company
Material Adverse Effect.

(g)Neither the Company nor any Company Subsidiary has been a party to any distribution occurring during the two (2)years
preceding the date of this Agreement in which the parties to such distribution treated the distribution as one to which Section355 of
the Codeis applicable.

(h)Neither the Company nor any Company Subsidiary has entered into or participated in any listed transaction within the meaning of
Treasury RegulationSection1.6011-4(b)(2) or any confidential corporate tax shelter within the meaning of Treasury
RegulationSection301.6111-2.

SECTION3.10 Absence of Changes in Benefit Plans. Except as would not reasonably be expected to have a Company Material
Adverse Effect, since December31, 2003, neither the Company nor any Company Subsidiary has terminated, adopted, amended,
modified or agreed to amend or modify (or announced an intention to amend or modify) any collective bargaining agreement or any
bonus, pension, profit sharing, deferred compensation, incentive compensation, stock ownership, stock purchase, stock appreciation,
restricted stock, stock option, phantom stock, performance, retirement, thrift, savings, stock bonus, cafeteria, paid time off, perquisite,
fringe benefit, vacation, severance, disability, death benefit, hospitalization, medical or other welfare benefit or other plan, program,
arrangement or understanding, whether oral or written, formal or informal, funded or unfunded (whether or not legally binding)
maintained, contributed to or required to be maintained or contributed to by the Company or any Company Subsidiary or any other
person or entity that, together with the Company or any Company Subsidiary, istreated as a single employer under Section414(b), (c),
(m)or (o)of the Code (each, a“ Company ERISA Affiliate” ), in each case providing benefits to any current or former employee, officer,
director or independent contractor of the Company or any Company Subsidiary (each, a“ Company Participant” ) and whether or not
subject to United States law (collectively, “ Company Benefit Plans’ ) or has made any change in any actuarial or other assumption
used to calculate funding obligations with respect to any Company Benefit Plan that is a Company Pension Plan, or any change in the
manner in which contributions to any such Company Pension Plan are made or the basis on which such contributions are determined,
other than changes made pursuant to any collective bargaining agreement to which the Company or any Company Subsidiary isa

party.
SECTION3.11 ERISA Compliance; Excess Parachute Payments.

(a)Section3.11(a) of the Company Disclosure Letter contains alist of all “employee pension benefit plans’ (as defined in Section3(2) of
the Employee Retirement Income Security Act of 1974, asamended (“ ERISA”) ) (* Company Pension Plans’) , “employee welfare
benefit plans’ (as defined in Section3(1) of ERISA) and all other material Company Benefit Plans maintained, or contributed to, by the
Company or any Company Subsidiary for the benefit of any Company Participant. Each Company Benefit Plan (other than Company
Multiemployer Pension Plans), and, to the knowledge of the Company, each Company Multiemployer Pension Plan has been
administered in material compliance with itsterms
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and applicable Law, and the terms of any applicable collective bargaining agreements. The Company has delivered or made available,
or will as soon as practicable following the date hereof deliver or make available, to Parent true, complete and correct copies of (i)each
Company Benefit Plan required to be listed on Section3.11(a) of the Company Disclosure Letter (or, in the case of any unwritten
Company Benefit Plans, written descriptions thereof), (ii)the two most recent annual reports required to be filed, or such similar reports,
statements, information returns or material correspondence filed with or delivered to any Governmental Entity, with respect to each
Company Benefit Plan (including reports filed on Form5500 with accompanying schedules and attachments), (iii)the most recent
summary plan description prepared for each Company Benefit Plan, (iv)each trust agreement and group annuity contract and other
documents relating to the funding or payment of benefits under any Company Benefit Plan, (v)the most recent determination or
qualification letter issued by any Governmental Entity for each Company Benefit Plan intended to qualify for favorable tax treatment, as
well asatrue, correct and complete copy of each pending application for a determination letter, if applicable, and (vi)the two most
recent actuarial valuations for each Company Benefit Plan.

(b)Each Company Benefit Plan (other than any Company Multiemployer Pension Plan) intended to be “ qualified” within the meaning
of Section401(a) of the Code has been the subject of a determination letter from the Internal Revenue Service to the effect that such
Company Benefit Plan is qualified and exempt from Federal income taxes under Sections401(a) and 501(a), respectively, of the Code,
and no such determination |etter has been revoked nor, to the knowledge of the Company, has revocation been threatened, nor has
any such Company Benefit Plan (other than any Company Multiemployer Pension Plan) been amended since the date of its most
recent determination letter or application therefor in any respect that would adversely affect its qualification or materialy increase its
costs or require security under Section307 of ERISA.

(c)During the past sixyears neither the Company nor any Company ERISA Affiliate has maintained, contributed to or been obligated
to maintain or contribute to, or has any actua or contingent Liability under, any Company Benefit Plan that is subject to TitlelV of
ERISA, other than any Company Pension Plan that is a " multiemployer plan” within the meaning of Section4001(a)(3) of ERISA (a
“ Company Multiemployer Pension Plan” ). There have been no non-exempt “prohibited transactions’ (as such term is defined in
Section406 of ERISA or Section4975 of the Code) or any other breach of fiduciary responsibility with respect to any Company Benefit
Plan that is subject to ERISA (other than any Company Multiemployer Pension Plan) and, to the knowledge of the Company, with
respect to any Company Multiemployer Pension Plan that, in each case, could reasonably be expected to subject the Company, any
Company Subsidiary or any officer of the Company or any Company Subsidiary or any of the Company Benefit Plans which are
subject to ERISA, or, to the knowledge of the Company, any trusts created thereunder or any trustee or administrator thereof to the tax
or penalty on prohibited transactions imposed by such Section4975 or to any material Liability under Section502(i) or 502(1) of ERISA
or to any other material Liability for breach of fiduciary duty under ERISA or any other applicable Law. During the sixyears prior to the
date of this Agreement, no Company Pension Plan or related trust has been terminated. Neither the Company nor any Company
Subsidiary hasincurred any material Liability that remains unsatisfied with respect to a“complete withdrawal” or a*“ partial withdrawal”
(as such terms are defined in Sections4203 and 4205, respectively, of ERISA) since the effective date of such Sections4203 and 4205
with respect to any Company Multiemployer Pension Plan.

(d)With respect to any Company Benefit Plan that is an employee welfare benefit plan, whether or not subject to ERISA, (i)no such
Company Benefit Plan is funded through a*welfare benefits fund” (as such termis defined in Section419(€) of the Code), (ii)except as
would not reasonably be expected to have a Company Material Adverse Effect, each such Company Benefit Plan that isa“ group
health plan” (as such term is defined in Section5000(b)(1) of the Code), complies with the applicable requirements of Section4980B(f) of
the Code or any similar state statute, (iii)no such Company Benefit Plan provides benefits after termination of employment, except
where the cost thereof is borne entirely by the former employee (or his eligible dependents or beneficiaries) or as required pursuant to
any collective bargaining agreement or by Section4980B(f) of the Code or any similar state statute and (iv)Section3.11(d)(iv)
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of the Company Disclosure Letter indicates whether each welfare plan is self-insured or insured through third-party coverage.

(e)No amount or other entitlement that could be received (whether in cash or property or the vesting of property) as aresult of any of
the transactions contemplated hereby (alone or in combination with any other event) by any Company Participant who is an executive
officer of the Company who currently has in effect a change of control agreement or has an employment agreement with change of
control provisions under any Company Benefit Plan or other compensation arrangement currently in effect would be characterized as
an “excess parachute payment” (as such term is defined in Section280G(b)(1) of the Code) and no such executive officer is entitled to
receive any additional payment from the Company or any other person in the event that the excise tax required by Section4999(a) of the
Code isimposed on such executive officer.

(f)The execution and delivery by the Company of this Agreement do not, and the consummation of the Transactions and compliance
with the terms hereof will not (either alone or in combination with any other event) (i)entitle any Company Participant to any additional
compensation, severance or other benefits, (ii)accelerate the time of payment or vesting or trigger any payment or funding (through a
grantor trust or otherwise) of compensation or benefits under, increase the amount payable or trigger any other material obligation
pursuant to, any Company Benefit Plan or (iii)result in any breach or violation of, or a default (with or without notice or lapse of time or
both) under, any Company Benefit Plan.

(g)Neither the Company nor any Company Subsidiary has received notice of any, and, to the knowledge of the Company, there are no
(Hmateria pending termination proceedings or other suits, claims (except claims for benefits payablein the normal operation of the
Company Benefit Plans), actions or proceedings against or involving or asserting any rights or claims to benefits under any Company
Benefit Plan or (ii)pending investigations (other than routine inquiries) by any Governmental Entity with respect to any Company
Benefit Plan. To the knowledge of the Company, al contributions, premiums and benefit payments under or in connection with the
Company Benefit Plans that are required to have been made by the Company or any Company Subsidiary have been timely made,
accrued or reserved for in all material respects.

(h)Neither the Company nor any Company Subsidiary has any material Liability or obligations, including under or on account of a
Company Benefit Plan, arising out of the hiring of persons to provide servicesto the Company or any Company Subsidiary and
treating such persons as consultants or independent contractors and not as employees of the Company or any Company Subsidiary.

SECTION3.12 Litigation. There is no suit, claim, action, investigation or proceeding pending or, to the knowledge of the Company,
threatened against the Company or any Company Subsidiary that, individually or in the aggregate, has had or would reasonably be
expected to have a Company Material Adverse Effect, nor is there any Judgment outstanding against the Company or any Company
Subsidiary that has had or would reasonably be expected to have a Company Material Adverse Effect.

SECTION3.13 Compliance With Applicable Laws. The Company and the Company Subsidiaries and their relevant personnel and
operations are in compliance with all applicable Laws, including applicable Gaming Laws and Laws relating to occupational health and
safety, except to the extent that the failure to be in compliance with any such Law has not had and would not reasonably be expected
to have a Company Material Adverse Effect. Neither the Company nor any Company Subsidiary has received any written
communication during the past twoyears from a Governmental Entity that alleges that the Company or a Company Subsidiary isnot in
compliance with any applicable Law, except where such non-compliance has not had and would not reasonably be expected to have a
Company Material Adverse Effect. The Company and the Company Subsidiaries, and to the knowledge of the Company, each of their
respective directors, officers and persons performing management functions similar to officers, have in effect al permits, findings of
suitability, licenses, variances, certificates of occupancy, exemptions, authorizations, operating certificates, franchises, entitlements,
consents, orders and approvals of al Governmental Entities (collectively, “ Permits’ ), necessary or advisable for them to own, lease or
operate their properties and assets and to carry on their businesses as now conducted or proposed to be conducted,

A-16

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

except for such Permits the absence of which has not had or would not reasonably be expected to have a Company Material Adverse
Effect. There has occurred no violation of, suspension, reconsideration, imposition of penalties or fines, imposition of additional
conditions or requirements, default (with or without notice or lapse of time or both) under, or event giving to others any right of
termination, amendment or cancellation of, with or without notice or lapse of time or both, any such Permit, except for any such
violation, default or event which has not had or would not reasonably be expected to have a Company Material Adverse Effect.
Neither the Company nor any Company Subsidiary has suffered a suspension or revocation or imposition of penalties or fines with
respect to any Permit held under any Gaming Laws, other than in the ordinary course. There is no event which, to the knowledge of the
Company, would reasonably be expected to result in the revocation, cancellation, non-renewal or adverse modification of any such
Permit, except for any such event that has not had or would not reasonably be expected to have a Company Material Adverse Effect.
Notwithstanding the foregoing, this Section3.13 does not relate to matters with respect to Taxes (which are the subject of Section3.09),
ERISA (which are the subject of Section3.11), labor Laws (which are the subject of Section3.16) or Environmenta Laws (which are the
subject of Section3.18).

SECTION3.14 Assets Other Than Real Property Interests. The Company and the Company Subsidiaries have good and valid title to all
of their respective material properties and assets, in each case free and clear of all Liens, except (i)mechanics', carriers’, workmen's,
repairmen’s or other like Liens arising or incurred in the ordinary course of business relating to obligations that are not delinquent or
that are being contested in good faith by the Company or a Company Subsidiary and for which the Company or a Company Subsidiary
has established adequate reserves, (ii)Liens for Taxes that are not due and payable, are being contested in good faith by appropriate
proceedings or that may thereafter be paid without interest or penalty, (iii)Liensthat are reflected as Liabilities on the balance sheet of
the Company and its consolidated subsidiaries as of March31, 2004 contained in the Filed Company SEC Documents and the existence
of which isreferred to in the notes to such balance sheet, (iv)Liens arising under original purchase price conditional sales contracts
and equipment leases with third parties entered into in the ordinary course of business and (v)other imperfections of title or
encumbrances, if any, that, individually or in the aggregate, do not materially impair, and would not reasonably be expected materially
to impair, the continued use and operation of the assets to which they relate in the conduct of the business of the Company and the
Company Subsidiaries as presently conducted. This Section3.14 does not relate to real property or interestsin real property, such
items being the subject of Section3.15, or to intellectual property, such items being the subject of Section3.19.

SECTION3.15 Real Property. All real property and interestsin real property owned in fee by the Company or any Company Subsidiary
(individualy, a“ Company Owned Property” ) and al real property and interestsin real property leased by the Company or any
Company Subsidiary and any prime or underlying leases relating thereto (individually, a“ Company Leased Property” ) are set forth or
described in the Form10-K filed by the Company with the SEC for the year ended December31, 2003 or on Section3.15 of the Company
Disclosure Letter. The Company or a Company Subsidiary has good and marketable fee title to all Company Owned Property and good
and valid leasehold title to all Company Leased Property (a Company Owned Property or Company Leased Property being sometimes
referred to herein, individually, asa“ Company Property” and, collectively, the “ Company Properties’ ), in each case subject only to
(iLiens described in clause(i), (ii), (iii)or (v)of Section3.14, (ii)leases, subleases and sSimilar agreements set forth in Section3.15 of the
Company Disclosure Letter and (iii)easements, covenants, rights-of-way and other similar restrictions of record, if any, that,
individually or in the aggregate, do not materially impair, and would not reasonably be expected materially to impair, the continued use
and operation of the assets to which they relate in the conduct of the business of the Company and the Company Subsidiaries as
presently conducted. Any material reciprocal easements, operating agreements, option agreements, rights of first refusal or rights of
first offer with respect to any Company Property at which a casino or hotel project is operated are set forth in Section3.15 of the
Company Disclosure Letter. There are no physical conditions or defects at any of the Company Owned Properties at which casino or
hotel operations are conducted which materially impair or would be
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reasonably expected to materially impair the continued operation and conduct of the casino, hotel and related businesses as presently
conducted at each such Company Owned Property.

SECTION3.16 Labor Matters. Since Januaryl, 2001, neither the Company nor any Company Subsidiary has experienced any labor
strikes or, to the knowledge of the Company, union organization attempts, requests for representation, work slowdowns or stoppages
or other disputes due to labor disagreements that would reasonably likely be material to any casino or hotel operated or owned by the
Company or any Company Subsidiary, and, to the knowledge of the Company, there is currently no such action threatened against or
affecting the Company or any Company Subsidiary. The Company and the Company Subsidiaries are each in compliance with all
applicable Laws with respect to labor relations, employment and employment practices, occupationa safety and health standards,
terms and conditions of employment, wages and hours, human rights, pay equity and workers compensation, except to the extent that
the failure to be in compliance with any such Law has not had and would not reasonably be expected to have a Company Material
Adverse Effect. The Company and the Company Subsidiaries are not engaged in any unfair labor practice, and no unfair labor practice
charge or complaint against the Company or any Company Subsidiary is pending or, to the knowledge of the Company, threatened
before the National Labor Relations Board or any comparable Federal, state, provincial or foreign agency or authority, except for such
practices, charges or complaints that, individually or in the aggregate, have not had and would not reasonably be expected to have a
Company Material Adverse Effect. No grievance or arbitration proceeding arising out of a collective bargaining agreement is pending
or, to the knowledge of the Company, threatened against the Company or any Company Subsidiary that would reasonably be expected
to result in materia Liability to the Company.

SECTIONS.17 Contracts. Neither the Company nor any Company Subsidiary is a party to or bound by, as of the date hereof, any
Contract that (i)isa“material contract” (as such term is defined in 1tem601(b)(10) of RegulationS-K of the SEC) or (ii)limits or otherwise
restricts the Company or any Company Subsidiary or that would, after the Effective Time, limit or restrict Parent or any of its
subsidiaries (including the Surviving Entity and its subsidiaries) or any successor thereto, from engaging or competing in any line of
business or in any geographic area. Each Contract of the type described in this Section3.17, whether or not entered into as of the date
hereof and whether or not set forth in Section3.17 of the Company Disclosure Letter, is referred to herein asa* Company Contract.”
Each Company Contract is valid and binding on the Company or a Company Subsidiary party thereto and, to the knowledge of the
Company, each other party thereto, and isin full force and effect, and the Company and each of the Company Subsidiaries have
performed all obligations required to be performed by them to the date hereof under each Company Contract and, to the knowledge of
the Company, each other party to each Company Contract has performed all obligations required to be performed by it under such
Company Contract, except, in each case, as would not, individually or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect. Neither the Company nor any Company Subsidiary knows of, or has received notice of, any violation or
default under (or any condition which with the passage of time or the giving of notice would cause such aviolation of or default
under) any Company Contract or any other Contract to which it isa party or by which it or any of its properties or assetsis bound,
except for violations or defaults that would not, individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect.

SECTION3.18 Environmental Matters. Except for such matters that individually or in the aggregate have not had, and would not
reasonably be expected to have, a Company Material Adverse Effect:

(a)the Company and each of the Company Subsidiaries are, and have been, in compliance with all Environmental Laws, and
neither the Company nor any of the Company Subsidiaries has received any (i)communication that alleges that the Company or
any of the Company Subsidiariesisin violation of, or has Liability under, any Environmental Law or (ii)written request for
information pursuant to any Environmental Law;

(b)(i)the Company and each of the Company Subsidiaries have obtained and are in compliance with all Permits, licenses and
governmental authorizations pursuant to Environmental Law
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(collectively, “ Environmental Permits’ ) necessary for their operations as currently conducted, (ii)all such Environmental Permits
arevalid and in good standing and (iii)neither the Company nor any of the Company Subsidiaries has been advised by any
Governmental Entity of any actual or potential change in the status or terms and conditions of any Environmental Permit;

(c)there are no Environmental Claims pending or, to the knowledge of the Company, threatened, against the Company or any of
the Company Subsidiaries;

(d)there have been no Releases of any Hazardous Material that would reasonably be expected to form the basis of any
Environmental Claim against the Company or any of the Company Subsidiaries or against any Person whose liabilities for such
Environmenta Claims the Company or any of the Company Subsidiaries has, or may have, retained or assumed, either
contractually or by operation of Law;

(e)there are no above-ground or underground storage tanks or known or suspected asbestos-containing materials on, under or
about property owned, operated or leased by the Company or any Company Subsidiary, nor, to the knowledge of the Company,
were there any underground storage tanks on, under or about any such property in the past;and

(f)(i)neither the Company nor any of the Company Subsidiaries has retained or assumed, either contractually or by operation of
Law, any Liabilities or obligations that would reasonably be expected to form the basis of any Environmental Claim against the
Company or any of the Company Subsidiaries, and (ii)to the knowledge of the Company, no Environmental Claims are pending
against any Person whose liabilities for such Environmental Claims the Company or any of the Company Subsidiaries has, or may
have, retained or assumed, either contractually or by operation of Law.

(9) Definitions. As used in this Agreement:

(1) “ Environmental Claim” means any and all administrative, regulatory or judicia actions, suits, orders, demands, directives,
claims, liens, judgments, investigations, proceedings or written or oral notices of noncompliance or violation by or from any
Person alleging Liability of whatever kind or nature (including Liability or responsibility for the costs of enforcement proceedings,
investigations, cleanup, governmental response, removal or remediation, natural resources damages, property damages, personal
injuries, medical monitoring, penalties, contribution, indemnification and injunctive relief) arising out of, based on or resulting
from (y)the presence or Release of, or exposure to, any Hazardous Materials at any location; or (z)the failure to comply with any
Environmental Law;

(2 “ Environmental Laws” means all applicable federal, state, local and foreign laws, rules, regulations, orders, decrees,
judgments, legally binding agreements or Environmental Permits issued, promulgated or entered into by or with any Governmental
Entity, relating to pollution, natural resources or protection of endangered or threatened species, human health or the
environment (including ambient air, surface water, groundwater, land surface or subsurface strata);

(3) “ Hazardous Materials’ means (y)any petroleum or petroleum products, radioactive materials or wastes, asbestosin any
form, urea formal dehyde foam insulation and polychlorinated biphenyls; and (z)any other chemical, material, substance or waste
that in relevant form or concentration is prohibited, limited or regulated under any Environmental Law as a pollutant or
contaminant or a hazardous, toxic or dangerous substance, material or waste;and

(4) “ Release” means any actual or, to the knowledge of the Company or the knowledge of Parent, as the case may be, threatened
release, spill, emission, leaking, dumping, injection, pouring, deposit, disposal, discharge, dispersal, leaching or migration into or
through the environment (including ambient air, surface water, groundwater, land surface or subsurface strata) or within any
building, structure, facility or fixture.
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SECTION3.19 Intellectual Property. The Company and the Company Subsidiaries own, or are validly licensed or otherwise have the
right to use, all patents, patent rights, inventions and discoveries (whether or not patentable or reduced to practice), trademarks, trade
names, corporate names, company names, business names, fictitious business names, trade styles, service marks, logos and other
source or businessidentifiers, copyrights, trade secrets and all other confidential or proprietary information and know-how, whether or
not reduced to writing or any other tangible form, and other proprietary intellectual property rights and computer programs arising
under the laws of the United States (including any state or territory), any other country or group of countries or any political
subdivision of any of the foregoing, whether registered or unregistered (collectively, “ Intellectual Property Rights’ ) used in the
business of the Company or a Company Subsidiary as of the date hereof, other than such Intellectual Property Rights that are not
materia (the “ Company Intellectual Property” ). Except as set forth in Section3.19 of the Company Disclosure Letter or except as
would not, individually or in the aggregate, reasonably be expected to have a Company Material Adverse Effect on the validity or
value of the Company Intellectual Property, (A)no written claim of invalidity or conflicting ownership rights with respect to any
Company Intellectual Property has been made by athird party and no such Company Intellectual Property is the subject of any
pending or, to the Company’ s knowledge, threatened action, suit, claim, investigation, arbitration, interference, opposition or other
proceeding, (B)no person has given written notice to the Company or any Company Subsidiary that the use of any Company
Intellectual Property by the Company, any Company Subsidiary or any licensee isinfringing or has infringed any domestic or foreign
registered patent, trademark, service mark, trade name, or copyright or design right, or that the Company, any Company Subsidiary or
any licensee has misappropriated or improperly used or disclosed any trade secret, confidential information or know-how, (C)the
making, using, selling, manufacturing, marketing, licensing, reproduction, distribution, or publishing of any process, machine,
manufacture or product related to any Company Intellectual Property, does not infringe any domestic or foreign registered patent,
trademark, service mark, trade name, copyright or other Intellectual Property Right of any third party, and does not involve the
misappropriation or improper use or disclosure of any trade secrets, confidential information or know-how of any third party of which
the Company has knowledge, (D)(i)neither the Company nor any Company Subsidiary has performed prior acts or is engaged in
current conduct or use, or (ii)to the knowledge of the Company, there exists no prior act or current use by any third party, that would
void or invalidate any Company Intellectual Property, and (E)the execution, delivery and performance of this Agreement and the
Transactions contemplated by this Agreement by the Company and the consummation of the transactions contemplated hereby and
thereby will not breach, violate or conflict with any instrument or agreement that the Company is party to and that concerns any
Company Intellectual Property, will not cause the forfeiture or termination or give rise to aright of forfeiture or termination of any of the
Company Intellectual Property or impair the right of Parent to make, use, sell, license or dispose of, or to bring any action for the
infringement of, any Company Intellectual Property.

SECTION3.20 Brokers; Schedule of Fees and Expenses. No broker, investment banker, financial advisor or other person, other than
UBS Securities LL C, the fees and expenses of which will be paid by the Company, is entitled to any broker’s, finder's, financial
advisor’s or other similar fee or commission in connection with the Merger and the other Transactions based upon arrangements made
by or on behalf of the Company. The Company has furnished to Parent a true and complete copy of al agreements between the
Company and UBS Securities LLC relating to the Merger and the other Transactions.

SECTION3.21 Opinion of Financial Advisor. The Company has received the written opinion of UBS Securities LL C, dated the date of
this Agreement, to the effect that, as of such date and subject to the considerations set forth therein, the consideration to be received
in the Merger by the holders of Company Common Stock isfair to such holders from afinancial point of view, asigned copy of which
opinion has been delivered to Parent solely for informational purposes.
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ARTICLEIV.
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Except as expressly set forth in that certain letter (with specific reference to the Section or Subsection of this Agreement to which the
information stated in such disclosure relates and such other Sections or Subsections of this Agreement to the extent a matter is
disclosed in such away as to make its relevance to the information called for by such other Section or Subsection readily apparent),
dated as of the date of this Agreement, from Parent and Merger Sub to the Company (the “ Parent Disclosure Letter” ) or in any Parent
SEC Document filed and publicly available prior to the date of this Agreement (the “ Filed Parent SEC Documents” ), Parent and
Merger Sub represent and warrant to the Company that:

SECTIONA4.01 Organization, Standing and Power. Each of Parent and each of its subsidiaries (the “ Parent Subsidiaries’ ) isduly
organized or formed, vaidly existing and in good standing under the laws of the jurisdiction in which it is organized and has full
corporate, partnership or limited liability company power and authority to conduct its businesses as presently conducted except where
such failures to be in good standing that would not, individually, or in the aggregate, reasonably be expected to have a Parent Material
Adverse Effect. Parent and each Parent Subsidiary is duly qualified to do business in each jurisdiction where the nature of its business
or the ownership or leasing of its properties make such qualification necessary or the failure to so qualify, individually or in the
aggregate, has had or would reasonably be expected to have a Parent Material Adverse Effect. Parent has delivered or made available
to the Company true and complete copies of the certificate of incorporation of Parent, as amended to the date of this Agreement (as so
amended, the “ Parent Charter” ), and the by-laws of Parent, as amended to the date of this Agreement (as so amended, the “ Parent
By-laws” ), and the comparable organizational documents of each Parent Subsidiary, in each case as amended to the date of this
Agreement. Parent is not in violation of any of the provision of Parent Charter or Parent By-laws as of the date hereof. Merger Subis
not in violation of any provision of its certificate of incorporation or by-laws as of the date hereof.

SECTIONA.02 Parent Subsidiaries; Equity Interests.

(a)Section4.02(a) of Parent Disclosure Letter lists each Parent Subsidiary and its jurisdiction of organization or formation. All the
outstanding shares of capital stock of each Parent Subsidiary have been validly issued and are fully paid and nonassessable and are
owned by Parent, by another Parent Subsidiary or by Parent and another Parent Subsidiary, free and clear of al Liens.

(b)Except for itsinterestsin Parent Subsidiaries, Parent does not own, directly or indirectly, any capital stock, membership interest,
partnership interest, joint venture interest or other Equity Interest in any person.

(c)All of the outstanding capital stock of Merger Sub are owned directly by Parent. There are no options, warrants or other rights
(including registration rights), agreements, arrangements or commitments to which Merger Sub is a party of any character relating to
the issued or unissued capital stock in Merger Sub or obligating Merger Sub to grant, issue or sell any capital stock in Merger Sub, by
sale, lease, license or otherwise. There are no obligations, contingent or otherwise, of Merger Sub to repurchase, redeem or otherwise
acquire any capital stock of Merger Sub.

SECTIONA4.03 Capital Sructure.

() The authorized capital stock of Parent consists of 360,000,000shares of Parent Common Stock, 150,000shares of preferred stock, par
value $100.00per share, and 5,000,000shares of specia stock, par value $1.12 1/2 per share. As of June30, 2004, (i)111,909,727shares of
Parent Common Stock were issued and outstanding, (i1)36,121,350shares of Parent Common Stock were held by Parent in its treasury,
(iii)10,341,454shares of Parent Common Stock were subject to outstanding Parent Stock Options and (vi)4,347,586shares of Parent
Common Stock were reserved for issuance pursuant to the Parent Stock Plans. Except as set forth above, as of June30, 2004, no shares
of capital stock or other voting securities of Parent were issued, reserved for issuance or outstanding, and since June30, 2004, no
shares of capital
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stock or other voting securities of Parent were issued by Parent, except for shares of Parent Common Stock issued upon the exercise of
Parent Stock Options outstanding as of June30, 2004. There are no outstanding stock appreciation rights linked to the price of Parent
Common Stock and granted under Parent Stock Plan or otherwise. All outstanding shares of Parent Common Stock are, and all such
shares that may beissued prior to the Effective Time will be when issued, duly authorized, validly issued, fully paid and nonassessable
and not subject to or issued in violation of any purchase option, call option, right of first refusal, preemptive right, subscription right or
any similar right under any provision of the DGCL, Parent Charter, Parent By-laws or any Contract to which Parent is a party or
otherwise bound. There are not any bonds, debentures, notes or other indebtedness of Parent having the right to vote (or convertible
into, or exchangeable for, securities having the right to vote) on any matters on which holders of Parent Common Stock may vote

(“ Voting Parent Debt” ) . Except as set forth above and except for the Parent Rights, as of the date of this Agreement, there are not
any options, warrants, rights, convertible or exchangeable securities, “phantom” stock rights, stock appreciation rights, stock-based
performance units, commitments, Contracts, arrangements or undertakings of any kind to which Parent or any Parent Subsidiary isa
party or by which any of them is bound (i)obligating Parent or any Parent Subsidiary to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of capital stock or other Equity Interestsin, or any security convertible or exercisable for or
exchangeable into any capital stock of or other Equity Interest in, Parent or any Parent Subsidiary or any Voting Parent Debt,
(ii)obligating Parent or any Parent Subsidiary to issue, grant, extend or enter into any such option, warrant, call, right, security,
commitment, Contract, arrangement or undertaking or (iii)that give any person the right to receive any economic benefit or right similar
to or derived from the economic benefits and rights occurring to holders of Parent Common Stock. As of the date of this Agreement,
there are not any outstanding contractual obligations of Parent or any Parent Subsidiary to repurchase, redeem or otherwise acquire
any shares of capital stock of Parent or any Parent Subsidiary.

(b)All outstanding Parent Stock Options are evidenced by stock option award agreements. Parent has provided or made available to
the Company the standard form of stock option award agreement, as well as those stock option award agreements that are materially
different from the standard form of stock option award agreement.

SECTION4.04 Authority; Execution and Delivery; Enforceability.

(a)Each of Parent and Merger Sub has all requisite corporate power and authority to execute and deliver this Agreement and, subject
to the Parent Stockholder Approval, to consummate the Merger and the other Transactions to be performed or consummated by Parent
and Merger Sub in accordance with the terms of this Agreement. The execution and delivery by Parent and Merger Sub of this
Agreement and the consummation by Parent and Merger Sub of the Merger and the other Transactions to be performed or
consummated by Parent and Merger Sub in accordance with the terms of this Agreement have been duly authorized by all necessary
corporate action on the part of Parent and Merger Sub, subject, in the case of the Merger, to receipt of Parent Stockholder Approval.
Each of Parent and Merger Sub has duly executed and delivered this Agreement, and, assuming due authorization, execution and
delivery of this Agreement by the Company, this Agreement constitutesits legal, valid and binding obligation, enforceable against
each in accordance with its terms, except that enforcement hereof may be subject to or limited by (i)bankruptcy, insolvency or other
similar laws, now or hereafter in effect, affecting its creditors' rights generally and (ii)the affect of general principles of equity
(regardless of whether enforceability is considered in aproceeding at law or in equity).

(b)The Board of Directors of Parent (the “ Parent Board” ), at a meeting duly called and held, duly and unanimously adopted
resolutions (which resolutions have not been rescinded or modified) (i)approving this Agreement and approving the Merger and the
other Transactions to be performed or consummated by Parent in accordance with the terms of this Agreement, (ii)determining that the
terms of the Merger and the other Transactions to be performed or consummated by Parent in accordance with the terms of this
Agreement are advisable and fair to and in the best interests of Parent and its stockholders, (iii)directing that this Agreement be
submitted to avote at Parent Stockholders Meeting and (iv)recommending that Parent’ s stockhol ders approve this Agreement.
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(c)The only vote of holders of any class or series of the capital stock of Parent necessary to approve the Share I ssuance is the
approval of amajority of the votes cast by the holders of shares of Parent Common Stock in accordance with the requirements of the
New Y ork Stock Exchange, provided that the total vote cast on the proposal represents over 50% in interest of all securities entitled to
vote on the proposal (the “ Parent Sockholder Approval” ). The affirmative vote of the holders of Parent Common Stock, or any of
them, is not necessary to consummate any Transaction to be performed or consummated by Parent in accordance with the terms of this
Agreement other than the Share I ssuance.

SECTION4.05 No Conflicts; Consents.

(a)The execution and delivery by Parent and Merger Sub of this Agreement do not, and the consummation by Parent and Merger Sub
of the Merger and the other Transactions to be performed or consummated by Parent and Merger Sub in accordance with the terms of
this Agreement and compliance by Parent and Merger Sub with the terms hereof will not, conflict with, or result in any violation of or
default (with or without notice or lapse of time, or both) under, or give riseto aright of consent, termination, cancellation or
acceleration of any obligation or to loss of a material benefit under, or to increased, additional, accelerated or guaranteed rights or
entitlements of any person under, or result in the creation of any Lien upon any of the properties or assets of Parent or any Parent
Subsidiary under, any provision of (i)Parent Charter, Parent By-laws or the comparable organizational documents of any Parent
Subsidiary, (ii)any Contract to which Parent or any Parent Subsidiary is a party or by which any of their respective properties or assets
isbound or (iii)subject to the filings and other matters referred to in Section4.05(b), any Judgment or Law applicable to Parent or any
Parent Subsidiary or their respective properties or assets, other than, in the case of clauses(ii) and (iii)above, any such items that,
individually or in the aggregate, have not had and would not reasonably be expected to have a Parent Material Adverse Effect.

(b)No Consent of, or registration, declaration or filing with, or Permit from, any Governmental Entity, isrequired to be obtained or made
by Parent or any Parent Subsidiary in connection with the execution, delivery and performance of this Agreement or the consummation
of the Merger and the other Transactions to be performed or consummated by Parent in accordance with the terms of this Agreement,
other than (i)compliance with and filings under the HSR Act and Foreign Competition Laws, (ii)the filing with the SEC of (A)the Joint
Proxy Statement and (B)such reports under, or other applicable requirements of, the Exchange Act, as may be required in connection
with this Agreement, the Merger and the other Transactions to be performed or consummated by Parent in accordance with the terms
of this Agreement, (iii)the filing of the Certificate of Merger with the Secretary of State of the State of Delaware and appropriate
documents with the relevant authorities of the other jurisdictions in which Parent is qualified to do business, (iv)compliance with and
such filings and approvals as may be required under applicable Gaming Laws, and (v)such other items that, individually or in the
aggregate, have not had and would not reasonably be expected to have a Parent Material Adverse Effect.

SECTIONA4.06 Parent SEC Documents; Undisclosed Liabilities.

(a)Parent hasfiled all reports, schedules, forms, statements and other documents required to be filed by Parent with the SEC since
January1, 2001 pursuant to Sections13(a) and 15(d) of the Exchange Act (the “ Parent SEC Documents” ).

(b)As of itsrespective date, each Parent SEC Document complied in all material respects with the requirements of the Exchange Act or
the Securities Act, as the case may be, and the rules and regulations of the SEC promulgated thereunder applicable to such Parent SEC
Document, and did not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading. Except to
the extent that information contained in any Filed Parent SEC Document has been revised or superseded by alater filed Filed Parent
SEC Document, none of Parent SEC Documents contains any untrue statement of amaterial fact or omits to state any material fact
required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they were
made, not misleading. The consolidated financia statements of Parent included in Parent
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SEC Documents comply asto form in all material respects with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto, have been prepared in accordance with GAAP (except, in the case of unaudited
statements, as permitted by Form10-Q of the SEC) applied on a consistent basis during the periods involved (except as may be
indicated in the notes thereto) and fairly present in all material respects the consolidated financial position of Parent and its
consolidated subsidiaries as of the dates thereof and the consolidated results of their operations and cash flows for the periods shown
(subject, in the case of unaudited statements, to normal year-end audit adjustments). The books and records of Parent and Parent
Subsidiaries have been, and are being, maintained in all materia respects in accordance with GAAP and any other applicable legal and
accounting requirements.

(c)Except as and to the extent disclosed or reserved against on Parent’s most recent balance sheet (or in the notes thereto) included in
the Filed Company SEC Documents, neither Parent nor any Parent Subsidiary has any Liabilities of any nature (whether accrued,
absolute, contingent or otherwise) required by GAAP to be set forth on a consolidated bal ance sheet of Parent and its consolidated
subsidiaries or in the notes thereto, except for Liabilities that, individually or in the aggregate, would not reasonably be expected to
have a Parent Material Adverse Effect.

(d)None of Parent Subsidiariesis, or has at any time since January1, 2001 been, subject to the reporting requirements of Sections13(a)
and 15(d) of the Exchange Act.

SECTIONA4.07 Information Supplied. None of the information supplied or to be supplied by Parent for inclusion or incorporation by
referencein (i)the FormS-4 will, at the time the FormS-4 isfiled with the SEC, at any timeit is amended or supplemented or at thetimeit
becomes effective under the Securities Act, contain any untrue statement of a material fact or omit to state any material fact required to
be stated therein or necessary to make the statements therein not misleading, or (ii)the Joint Proxy Statement will, at the date it isfirst
mailed to Parent’s stockholders or the Company’ s stockholders or at the time of Parent Stockholders Meeting or the Company
Stockholders Meeting, contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they are made, not misleading. The Joint
Proxy Statement will comply asto formin all material respects with the requirements of the Exchange Act and the rules and regulations
thereunder, except that no representation is made by Parent with respect to statements made or incorporated by reference therein
based on information supplied by the Company in writing for inclusion or incorporation by reference in the FormS-4 or the Joint Proxy
Statement.

SECTIONA4.08 Absence of Certain Changes or Events. Since December31, 2003, Parent has conducted its businessin all materia
respects only in the ordinary course, and since such date there has not been:

(any event or development, condition or occurrence that, individually or in the aggregate, has had or would reasonably be
expected to have a Parent Material Adverse Effect;

(inany change in accounting methods, principles or practices by Parent or any Parent Subsidiary, except insofar as may have
been required by achangein GAAP;or

(iiiyany material elections with respect to Taxes by Parent or any Parent Subsidiary or settlement or compromise by Parent or any
Parent Subsidiary of any material Tax Liability or refund.

SECTIONA4.09 Taxes.

(a)Except with respect to any divestitures that may be undertaken pursuant to Section6.03(a ), none of Parent, the Parent Subsidiaries
or any Parent affiliates has taken or agreed to take any action that would prevent the Merger from qualifying as a“reorganization”
within the meaning of Section368(a) of the Code. Except with respect to any divestitures that may be undertaken pursuant to
Section6.03(a), to Parent’s knowledge, there is no agreement, plan or other circumstance that would prevent the Merger from qualifying

as areorganization within the meaning of Section368(a) of the Code.
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(b)Parent and the Parent Subsidiaries timely have filed with the appropriate Tax authority or other Governmental Entity all material Tax
Returns required to be filed, taking into account any extensions of time within which to file such Tax Returns, and all such Tax Returns
are complete and accurate in all material respects, subject to such exceptions as would not be reasonably expected to have a Parent
Material Adverse Effect. Parent and the Parent Subsidiaries have paid all Taxes (other than such Taxes as are being contested in good
faith by appropriate proceedings and for which adequate reserves have been taken) that have become due, whether or not shown on
any Tax Return, subject to such exceptions as are unlikely to have a Parent Material Adverse Effect. The unpaid Taxes of Parent and
the Parent Subsidiaries did not, as of the dates of the financia statements contained in the most recent Parent SEC Documents, exceed
the reserve for Tax Liability (excluding any reserve for deferred Taxes established to reflect timing differences between book and Tax
income) set forth on the face of the balance sheets (rather than in any notes thereto) contained in such financial statements, subject to
such exceptions as are unlikely to have a Parent Material Adverse Effect. Since the date of the financia statementsin the most recent
Parent SEC Documents, neither Parent nor any Parent Subsidiary has incurred any Liability for Taxes outside the ordinary course of
business or otherwise inconsistent with past custom and practice, subject to such exceptions as would not be reasonably expected to
have a Parent Material Adverse Effect.

(c)There are no audits or other administrative proceedings or court proceedings currently pending or in progress with regard to any
material Taxes or materia Tax Returns of Parent or any Parent Subsidiary, and neither Parent nor any Parent Subsidiary has received a
written notice or announcement of any audits or other administrative proceedings or court proceedings, subject to exceptions for any
audits or proceedings that, if resolved in amanner unfavorable to Parent or any Parent Subsidiary, are unlikely to have a Parent
Material Adverse Effect. Neither Parent nor any Parent Subsidiary has granted any waivers or extensions of the time to assess any
Taxes.

(d)There are no Tax Liens upon any property or assets of Parent or any Parent Subsidiary except Liens for current Taxes not yet due
and payable and Liens for Taxes that are being contested in good faith by appropriate proceedings, subject to such exceptions as
would not be reasonably expected to have a Parent Material Adverse Effect.

(e)All Taxes required to be withheld, collected or deposited by or with respect to Parent and each Parent Subsidiary have been timely
withheld, collected or deposited as the case may be, and to the extent required by applicable Law, have been paid to the relevant Tax
authority or other Governmental Entity, subject to such exceptions as are unlikely to have a Parent Material Adverse Effect.

(f)Neither Parent nor any Parent Subsidiary is responsible for the Taxes of any other person (other than Parent or Parent Subsidiary)
under Treasury RegulationSection1.1502-6 (or any similar provision of state, local, or foreign Law), as atransferee or by Contract that
would reasonably be expected to have a Parent Material Adverse Effect. Neither Parent nor any Parent Subsidiary is a party to, is
bound by or has any obligation under any Tax sharing, Tax allocation or Tax indemnity agreement or similar Contract or arrangement,
subject to such exceptions as would not be reasonably expected to have a Parent Material Adverse Effect.

(g)Neither Parent nor any Parent Subsidiary has been a party to any distribution occurring during the two (2)years preceding the date
of this Agreement in which the parties to such distribution treated the distribution as one to which Section355 of the Code is
applicable.

(h)Neither Parent nor any Parent Subsidiary has entered into or participated in any listed transaction within the meaning of Treasury
RegulationSection1.6011-4(b)(2) or any confidential corporate tax shelter within the meaning of Treasury RegulationSection301.6111-2.

SECTIONA4.10 Absence of Changes in Benefit Plans. Except as would not reasonably be expected to have a Parent Material Adverse
Effect, since December31, 2003, neither Parent nor any Parent Subsidiary has terminated, adopted, amended, modified or agreed to
amend or modify (or announced an intention to amend or modify) any collective bargaining agreement or any bonus, pension, profit
sharing, deferred compensation, incentive compensation, stock ownership, stock purchase, stock appreciation,
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restricted stock, stock option, phantom stock, performance, retirement, thrift, savings, stock bonus, cafeteria, paid time off, perquisite,
fringe benefit, vacation, severance, disability, death benefit, hospitalization, medical or other welfare benefit or other plan, program,
arrangement or understanding, whether oral or written, forma or informal, funded or unfunded (whether or not legally binding)
maintained, contributed to or required to be maintained or contributed to by Parent or any Parent Subsidiary or any other person or
entity that, together with Parent or any Parent Subsidiary, is treated as a single employer under Section414(b), (c), (m)or (0)of the Code
(each, a“ Parent ERISA Affiliate” ), in each case providing benefits to any current or former employee, officer, director or independent
contractor of Parent or any Parent Subsidiary (each, a“ Parent Participant” ) and whether or not subject to United States law
(collectively, “ Parent Benefit Plans’ ) or has made any change in any actuarial or other assumption used to cal culate funding
obligations with respect to any Parent Benefit Plan that is a Parent Pension Plan, or any change in the manner in which contributions to
any such Parent Pension Plan are made or the basis on which such contributions are determined, other than changes made pursuant to
any collective bargaining agreement to which Parent or any Parent Subsidiary is a party.

SECTIONA4.11 ERISA Compliance; Excess Parachute Payments.

(AIl “employee pension benefit plans’ (as defined in Section3(2) of ERISA) (“ Parent Pension Plans’) , “employee welfare benefit
plans’ (as defined in Section3(1) of ERISA) and all other material Parent Benefit Plans maintained, or contributed to, by Parent or any
Parent Subsidiary for the benefit of any Parent Participant (other than Parent Multiemployer Pension Plans), and, to the knowledge of
Parent, each Parent Multiemployer Pension Plan, have been administered in material compliance with their terms and applicable Law,
and the terms of any applicable collective bargaining agreements.

(b)Each Parent Benefit Plan (other than any Parent Multiemployer Pension Plan) intended to be “qualified” within the meaning of
Section401(a) of the Code has been the subject of a determination letter from the Internal Revenue Service to the effect that such
Parent Benefit Plan is qualified and exempt from Federal income taxes under Sections401(a) and 501(a), respectively, of the Code, and
no such determination letter has been revoked nor, to the knowledge of Parent, has revocation been threatened, nor has any such
Parent Benefit Plan (other than any Parent Multiemployer Pension Plan) been amended since the date of its most recent determination
letter or application therefor in any respect that would adversely affect its quaification or materially increase its costs or require
security under Section307 of ERISA.

(c)During the past six years neither Parent nor any Parent ERISA Affiliate has maintained, contributed to or been obligated to maintain
or contribute to, or has any actual or contingent Liability under, any Parent Benefit Plan that is subject to TitlelV of ERISA, other than
any Parent Pension Plan that isa " multiemployer plan” within the meaning of Section4001(a)(3) of ERISA (a“ Parent Multiempl oyer
Pension Plan” ). There have been no non-exempt “ prohibited transactions’ (as such term is defined in Section406 of ERISA or
Section4975 of the Code) or any other breach of fiduciary responsibility with respect to any Parent Benefit Plan that is subject to
ERISA (other than any Parent Multiemployer Pension Plan), and to the knowledge of Parent, with respect to any Parent Multiemployer
Pension Plan, in each case, that could reasonably be expected to subject Parent, any Parent Subsidiary or any officer of Parent or any
Parent Subsidiary or any of Parent Benefit Plans which are subject to ERISA, or, to the knowledge of Parent, any trusts created
thereunder or any trustee or administrator thereof to the tax or penalty on prohibited transactions imposed by such Section4975 or to
any material Liability under Section502(i) or 502(1) of ERISA or to any other material Liability for breach of fiduciary duty under ERISA
or any other applicable Law. During the six years prior to the date of this Agreement, no Parent Pension Plan or related trust has been
terminated. Neither Parent nor any Parent Subsidiary has incurred any material Liability that remains unsatisfied with respect to a
“complete withdrawal” or a“partial withdrawal” (as such terms are defined in Sections4203 and 4205, respectively, of ERISA) since the
effective date of such Sections4203 and 4205 with respect to any Parent Multiemployer Pension Plan.

(d)With respect to any Parent Benefit Plan that is an employee welfare benefit plan, whether or not subject to ERISA, (i)no such Parent
Benefit Plan is funded through a“welfare benefits fund” (as such
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term is defined in Section419(e) of the Code), (ii)except as would not reasonably be expected to have a Parent Material Adverse Effect,
each such Parent Benefit Plan that isa“ group health plan” (as such term is defined in Section5000(b)(1) of the Code), complies with
the applicabl e requirements of Section4980B(f) of the Code or any similar state statute and (iii)no such Parent Benefit Plan provides
benefits after termination of employment, except where the cost thereof is borne entirely by the former employee (or hiseligible
dependents or beneficiaries) or as required pursuant to any collective bargaining agreement or by Section4980B(f) of the Code or any
similar state statute.

(e)No amount or other entitlement that could be received (whether in cash or property or the vesting of property) as aresult of any of
the transactions contemplated hereby (alone or in combination with any other event) by any Parent Participant who is an executive
officer of Parent who currently hasin effect a change of control agreement or has an employment agreement with change of control
provisions under any Parent Benefit Plan or other compensation arrangement currently in effect would be characterized as an “excess
parachute payment” (as such term is defined in Section280G(b)(1) of the Code) and no such executive officer is entitled to receive any
additional payment from Parent or any other person in the event that the excise tax required by Section4999(a) of the Code isimposed
on such executive officer.

(f)The execution and delivery by Parent of this Agreement do not, and the consummation of the Transactions and compliance with the
terms hereof will not (either aone or in combination with any other event) (i)entitle any Parent Participant to any additional
compensation, severance or other benefits, (ii)accelerate the time of payment or vesting or trigger any payment or funding (through a
grantor trust or otherwise) of compensation or benefits under, increase the amount payable or trigger any other material obligation
pursuant to, any Parent Benefit Plan or (iii)result in any breach or violation of, or a default (with or without notice or lapse of time or
both) under, any Parent Benefit Plan.

(g)Neither Parent nor any Parent Subsidiary has received notice of any, and, to the knowledge of Parent, there are no (i)material
pending termination proceedings or other suits, claims (except claims for benefits payable in the normal operation of Parent Benefit
Plans), actions or proceedings against or involving or asserting any rights or claims to benefits under any Parent Benefit Plan or
(il)pending investigations (other than routine inquiries) by any Governmental Entity with respect to any Parent Benefit Plan. To the
knowledge of Parent, all contributions, premiums and benefit payments under or in connection with Parent Benefit Plansthat are
required to have been made by Parent or any Parent Subsidiary have been timely made, accrued or reserved for in al materia respects.

(h)Neither Parent nor any Parent Subsidiary has any material Liability or obligations, including under or on account of a Parent Benefit
Plan, arising out of the hiring of persons to provide services to Parent or any Parent Subsidiary and treating such persons as
consultants or independent contractors and not as employees of Parent or any Parent Subsidiary.

SECTIONA4.12 Litigation. There is no suit, claim, action, investigation or proceeding pending or, to the knowledge of Parent,
threatened against Parent or any Parent Subsidiary that, individually or in the aggregate, has had or would reasonably be expected to
have a Parent Material Adverse Effect, nor isthere any Judgment outstanding against Parent or any Parent Subsidiary that has had or
would reasonably be expected to have a Parent Material Adverse Effect.

SECTIONA4.13 Compliance With Applicable Laws. Parent and Parent Subsidiaries and their relevant personnel and operations arein
compliance with all applicable Laws, including applicable Gaming Laws and Laws relating to occupational health and safety, except to
the extent that the failure to be in compliance with any such Law has not had and would not reasonably be expected to have a Parent
Material Adverse Effect. Neither Parent nor any Parent Subsidiary has received any written communication during the past two years
from a Governmental Entity that alleges that Parent or a Parent Subsidiary is not in compliance in any material respect with any
applicable Law, except where such non-compliance has not or would not reasonably be expected to have a Parent Material Adverse
Effect. Parent and Parent Subsidiaries, and to the knowledge of Parent, each of their respective directors, officers and persons
performing management functions similar to officers, havein effect al Permits, necessary or
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advisable for them to own, lease or operate their properties and assets and to carry on their businesses as now conducted or proposed
to be conducted, except for such Permits the absence of which has not had or would not reasonably be expected to have a Parent
Material Adverse Effect. There has occurred no violation of, suspension, reconsideration, imposition of penalties or fines, imposition
of additional conditions or requirements, default (with or without notice or lapse of time or both) under, or event giving to others any
right of termination, amendment or cancellation of, with or without notice or lapse of time or both, any such Permit, except for any such
violation, default or event which has not had or would not reasonably be expected to have a Parent Material Adverse Effect. Neither
Parent nor any Parent Subsidiary has suffered a suspension or revocation or imposition of penalties or fines with respect to any Permit
held under the Gaming Laws, other than in the ordinary course. Thereis no event which, to the knowledge of Parent, would reasonably
be expected to result in the revocation, cancellation, non-renewal or adverse modification of any such Permit, except for any such
event that has not had or would not reasonably be expected to have a Parent Material Adverse Effect. Notwithstanding the foregoing,
this Section4.13(a) does not relate to matters with respect to Taxes (which are the subject of Section4.09), ERISA (which are the subject
of Section4.11), labor Laws (which are the subject of Section4.16) or Environmenta Laws (which are the subject of Section4.18).

SECTIONA4.14 Assets Other Than Real Property Interests. Parent and Parent Subsidiaries have good and valid title to all of their
respective materia properties and assets, in each case free and clear of al Liens, except (i)mechanics, carriers’, workmen's, repairmen’s
or other like Liens arising or incurred in the ordinary course of business relating to obligations that are not delinquent or that are being
contested in good faith by Parent or a Parent Subsidiary and for which Parent or a Parent Subsidiary has established adequate
reserves, (ii)Liensfor Taxes that are not due and payable, are being contested in good faith by appropriate proceedings or that may
thereafter be paid without interest or penalty, (iii)Liensthat are reflected as Liabilities on the balance sheet of Parent and its
consolidated subsidiaries as of March31, 2004 contained in the Filed Parent SEC Documents and the existence of whichisreferredtoin
the notes to such balance sheet, (iv)Liens arising under original purchase price conditional sales contracts and equipment leases with
third parties entered into in the ordinary course of business and (v)other imperfections of title or encumbrances, if any, that,
individualy or in the aggregate, do not materially impair, and would not reasonably be expected materially to impair, the continued use
and operation of the assets to which they relate in the conduct of the business of Parent and Parent Subsidiaries as presently
conducted. This Section4.14 does not relate to real property or interestsin real property, such items being the subject of Section4.15,
or to intellectual property, such items being the subject of Section4.19.

SECTIONA4.15 Real Property. All real property and interestsin real property owned in fee by Parent or any Parent Subsidiary
(individualy, a“ Parent Owned Property” ) and all real property and interestsin real property leased by Parent or any Parent
Subsidiary and any prime or underlying leases relating thereto (individually, a“ Parent Leased Property” ) are set forth in the
Form10-K filed by Parent with the SEC for the year ended December31, 2003 or on Section4.15 of the Parent Disclosure Letter. Parent or
aParent Subsidiary has good and marketable feetitle to all Parent Owned Property and good and valid leasehold title to all Parent

L eased Property (a Parent Owned Property or Parent Leased Property being sometimes referred to herein, individualy, asa“ Parent
Property” and, collectively, the “ Parent Properties’ ), in each case subject only to (i)Liens described in clause(i), (i), (iii)or (v)of
Section4.14, (ii)leases, subleases and similar agreements set forth in Section4.15 of the Parent Disclosure Letter and (iii)easements,
covenants, rights-of-way and other similar restrictions of record, if any, that, individually or in the aggregate, do not materially impair,
and would not reasonably be expected materially to impair, the continued use and operation of the assets to which they relatein the
conduct of the business of Parent and Parent Subsidiaries as presently conducted. Any material reciprocal easements, operating
agreements, option agreements, rights of first refusal or rights of first offer with respect to any Parent Property at which acasino or
hotel project is operated are set forth in Section4.15 of the Parent Disclosure Letter. There are no physical conditions or defects at any
of the Parent Owned Properties at which casino or hotel operations are conducted which materially impair or would be reasonably
expected to materially impair the continued operation and conduct of the casino, hotel and related businesses as presently conducted
at each such Parent Owned Property.
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SECTIONA4.16 Labor Matters. Since Januaryl, 2001, neither Parent nor any Parent Subsidiary has experienced any labor strikes, or, to
the knowledge of Parent, union organization attempts, requests for representation, work slowdowns or stoppages or other disputes
due to labor disagreements that would reasonably likely be material to any casino or hotel operated or owned by Parent or any Parent
Subsidiary, and, to the knowledge of Parent, there is currently no such action threatened against or affecting Parent or any Parent
Subsidiary. Parent and Parent Subsidiaries are each in compliance with all applicable Laws with respect to labor relations, employment
and employment practices, occupational safety and health standards, terms and conditions of employment, wages and hours, human
rights, pay equity and workers compensation, except to the extent that the failure to be in compliance with any such Law has not had
and would not reasonably be expected to have a Parent Material Adverse Effect. Parent and Parent Subsidiaries are not engaged in any
unfair labor practice, and no unfair labor practice charge or complaint against Parent or any Parent Subsidiary pending or, to the
knowledge of Parent, threatened before the National Labor Relations Board or any comparable Federal, state, provincia or foreign
agency or authority except for such practices, charges or complaints that, individually or in the aggregate, have not had and would not
reasonably be expected to have a Parent Material Adverse Effect. No grievance or arbitration proceeding arising out of a collective
bargaining agreement is pending or, to the knowledge of Parent, threatened against Parent or any Parent Subsidiary that would
reasonably be expected to result in material Liability to Parent.

SECTIONA4.17 Contracts. Neither Parent nor any Parent Subsidiary is a party to or bound by, as of the date hereof, any Contract that
(Hisa“materia contract” (as such term is defined in I1tem601(b)(10) of RegulationS-K of the SEC) or (ii)limits or otherwise restricts
Parent or any Parent Subsidiary or any successor thereto, from engaging or competing in any line of business or in any geographic
area. Each Contract of the type described in this Section4.17, whether or not entered into as of the date hereof and whether or not set
forth in Section4.17 of the Parent Disclosure Letter, is referred to herein asa“ Parent Contract.” Each Parent Contract isvaid and
binding on Parent or a Parent Subsidiary party thereto and, to the knowledge of Parent, each other party thereto, and isin full force and
effect, and Parent and each of the Parent Subsidiaries have performed all obligations required to be performed by them to the date
hereof under each Parent Contract and, to the knowledge of Parent, each other party to each Parent Contract has performed al
obligations required to be performed by it under such Parent Contract, except, in each case, as would not, individually or in the
aggregate, reasonably be expected to have a Parent Material Adverse Effect. Neither the Parent nor any Parent Subsidiary knows of, or
has received notice of, any violation or default under (or any condition which with the passage of time or the giving of notice would
cause such aviolation of or default under) any Parent Contract or any other Contract to which it isa party or by which it or any of its
properties or assets is bound, except for violations or defaults that would not, individually or in the aggregate, reasonably be expected
to have a Parent Materia Adverse Effect.

SECTIONA4.18 Environmental Matters. Except for such matters that individually or in the aggregate have not had, and would not
reasonably be expected to have, a Parent Material Adverse Effect:

(a)Parent and each of Parent Subsidiaries are, and have been, in compliance with all Environmental Laws, and neither Parent nor
any of Parent Subsidiaries has received any (i)communication that alleges that Parent or any of Parent Subsidiariesisin violation
of, or has Liability under, any Environmental Law or (ii)written request for information pursuant to any Environmental Law;

(b)(i)Parent and each of Parent Subsidiaries have obtained and are in compliance with all Environmental Permits necessary for
their operations as currently conducted, (ii)all such Environmental Permits are valid and in good standing and (iii)neither Parent
nor any of Parent Subsidiaries has been advised by any Governmental Entity of any actual or potential change in the status or
terms and conditions of any Environmental Permit;

(c)there are no Environmental Claims pending or, to the knowledge of Parent, threatened, against Parent or any of Parent
Subsidiaries;
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(d)there have been no Releases of any Hazardous Material that would reasonably be expected to form the basis of any
Environmental Claim against Parent or any of Parent Subsidiaries or against any Person whose liabilities for such Environmental
Claims Parent or any of Parent Subsidiaries has, or may have, retained or assumed, either contractually or by operation of Law;

(e)there are no above-ground or underground storage tanks or known or suspected asbestos-containing materials on, under or
about property owned, operated or leased by Parent or any Parent Subsidiary, nor, to the knowledge of Parent, were there any
underground storage tanks on, under or about any such property in the past;and

(f)(i)neither Parent nor any of Parent Subsidiaries has retained or assumed, either contractually or by operation of Law, any
Liabilities or obligations that would reasonably be expected to form the basis of any Environmental Claim against Parent or any of
Parent Subsidiaries, and (ii)to the knowledge of Parent, no Environmental Claims are pending against any Person whose liabilities
for such Environmental Claims Parent or any of Parent Subsidiaries has, or may have, retained or assumed, either contractually or
by operation of Law.

SECTIONA4.19 Intellectual Property. Parent and Parent Subsidiaries own, or are validly licensed or otherwise have the right to use, al
Intellectual Property Rights used in the business of Parent or a Parent Subsidiary as of the date hereof, other than such Intellectual
Property Rightsthat are not material (the “ Parent Intellectual Property” ). Except as set forth in Section4.19 of the Parent Disclosure
Letter or except aswould not, individually or in the aggregate, reasonably be expected to have a Parent Material Adverse Effect on the
validity or value of the Parent Intellectual Property, (A)no written claim of invalidity or conflicting ownership rights with respect to any
Parent Intellectual Property has been made by athird party and no such Parent Intellectual Property is the subject of any pending or,
to Parent’ s knowledge, threatened action, suit, claim, investigation, arbitration, interference, opposition or other proceeding, (B)no
person has given written notice to Parent or any Parent Subsidiary that the use of any Parent Intellectual Property by Parent, any
Parent Subsidiary or any licenseeisinfringing or hasinfringed any domestic or foreign registered patent, trademark, service mark, trade
name, or copyright or design right, or that Parent, any Parent Subsidiary or any licensee has misappropriated or improperly used or
disclosed any trade secret, confidential information or know-how, (C)the making, using, selling, manufacturing, marketing, licensing,
reproduction, distribution, or publishing of any process, machine, manufacture or product related to any Parent Intellectual Property,
does not infringe any domestic or foreign registered patent, trademark, service mark, trade name, copyright or other Intellectual
Property Right of any third party, and does not involve the misappropriation or improper use or disclosure of any trade secrets,
confidential information or know-how of any third party of which Parent has knowledge, (D)(i)neither Parent nor any Parent Subsidiary
has performed prior acts or is engaged in current conduct or use, or (ii)to the knowledge of Parent, there exists no prior act or current
use by any third party, that would void or invalidate any Parent Intellectual Property, and (E)the execution, delivery and performance
of this Agreement and the Transactions contemplated by this Agreement by Parent and the consummation of the transactions
contemplated hereby and thereby will not breach, violate or conflict with any instrument or agreement that Parent is party to and that
concerns any Parent Intellectual Property, will not cause the forfeiture or termination or giverise to aright of forfeiture or termination
of any of Parent Intellectual Property or impair the right of the Company to make, use, sell, license or dispose of, or to bring any action
for the infringement of, any Parent Intellectual Property.

SECTIONA4.20 Brokers; Schedule of Fees and Expenses. No broker, investment banker, financia advisor or other person, other than
Deutsche Bank Securities Inc., the fees and expenses of which will be paid by Parent, is entitled to any broker’s, finder’s, financia
advisor’'s or other similar fee or commission in connection with the Merger and the other Transactions based upon arrangements made
by or on behalf of Parent. Parent has furnished to the Company atrue and complete copy of all agreements between Parent and
Deutsche Bank Securities Inc. relating to the Merger and the other Transactions.

SECTIONA4.21 Opinion of Financial Advisor. Parent has received the written opinion of Deutsche Bank Securities Inc., dated the date
of this Agreement, to the effect that, as of such date and subject to
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the considerations set forth therein, the Merger Consideration isfair from afinancia point of view to Parent, a signed copy of which
opinion has been delivered to the Company solely for informational purposes.

SECTIONA4.22 Financing. Parent will have at the Effective Time sufficient funds available to pay the cash portion of the Merger
Consideration.

ARTICLEV.
COVENANTSRELATING TO CONDUCT OF BUSINESS
SECTIONS5.01 Conduct of Business.

(8 Conduct of Business by the Company. Except for matters set forth in Section5.01(a) of the Company Disclosure L etter or otherwise
expressly permitted by this Agreement, from the date of this Agreement to the Effective Time, the Company shall, and shall cause each
Company Subsidiary to (i)conduct its business in the usual, regular and ordinary course in substantially the same manner as
previously conducted and use its commercially reasonable efforts to preserve intact its current business organization and keep
available the services of its current officers and employees, (ii)pay its Taxes when due and (iii)use all commercially reasonable efforts
to keep its relationships with customers, suppliers, licensors, licensees, distributors and others having business dealings with them to
the end that its goodwill and ongoing business shall be unimpaired at the Effective Time. In addition, and without limiting the
generdlity of the foregoing, except for matters set forth in Section5.01(a) of the Company Disclosure Letter or otherwise expressly
permitted by this Agreement, from the date of this Agreement to the Effective Time, the Company shall not, and shall not permit any
Company Subsidiary to, do any of the following without the prior written consent of Parent, which consent shall not be unreasonably
withheld or delayed:

(i)(A)declare, set aside or pay any dividends on, or make any other distributionsin respect of, any of its capital stock, other than
dividends and distributions by a direct or indirect Company Subsidiary to its security holdersin the ordinary course of business
consistent with past practice, (B)enter into any Contract with respect to the voting of its capital stock or other Equity Interests
held by the Company or any Company Subsidiary, (C)split, combine or reclassify any of its capital stock or other Equity Interests,
or issue or authorize the issuance of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or
other Equity Interests, or (D)purchase, redeem or otherwise acquire (1)any shares of capital stock or other Equity Interests of the
Company or any Company Subsidiary, (2)any other securities thereof or any rights, warrants or options to acquire any such
shares or other securities or (3)any options, warrants, rights, securities, units, commitments, Contracts, arrangements or
undertakings of any kind that give any person the right to receive any economic benefits and rights accruing to holders of capital
stock or other Equity Interests of the Company or any Company Subsidiary, other than, in respect of any of the foregoing
clauses(C)or (D), (x)pursuant to the terms of the Company Equity Awards outstanding as of the date hereof or granted in
compliance with subclause(z)of Section5.01(a)(ii)below (y)pursuant to the conversion of convertible debt outstanding as of the
date hereof in accordance with their present terms, or (z)pursuant to the Company’ s Employee Stock Purchase Plan;

(inissue, deiver, sall or grant (A)any shares of its capital stock or other Equity Interests, (B)any Voting Company Debt or other
voting securities, (C)any securities convertible into or exchangeable for, or any options, warrants or rights to acquire, any such
shares, Voting Company Debt, voting securities or convertible or exchangeable securities, (D)any “phantom” stock, “ phantom”
stock rights, stock appreciation rights or stock-based performance units or (E)any options, warrants, rights, securities, units,
commitments, Contracts, arrangements or undertakings of any kind that give any person the right to receive any economic
benefits and rights accruing to holders of capital stock of the Company or any Company Subsidiary, other than in respect of any
of the foregoing clause(A), (B), (C), (D)or (E), (w)pursuant to the terms of the Company Equity
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Awards outstanding as of the date hereof or granted in compliance with subclause(z)of this Section5.01(a)(ii), (X)pursuant to the
conversion of convertible debt outstanding as of the date hereof in accordance with their present terms, (y)pursuant to the
Company’s Employee Stock Purchase Plan, and (z)grants of up to an aggregate of 2,000,000 Company Stock Options (with
exercise prices at the fair market value of Company Common Stock on the date of grant) and other Company Equity Awards with
respect to an aggregate of 500,000shares of Company Common Stock pursuant to the Company Stock Plansin the ordinary
course of business consistent with past practice, provided that any such Company Equity Awards granted pursuant to this
clause(z)shall expressly provide that, except as otherwise provided in an employment agreement or severance agreement in effect
as of the date hereof, the Transactions, in and of themselves, shall not result in acceleration of the vesting of such awards;
provided, however , that any such awards may provide for acceleration of vesting upon the involuntary termination of
employment of the holder thereof without cause within one year of the Closing; provided, further that, for purposes of
subclauses(x), (y)and (z)of this Section5.01(a)(ii), the Company is permitted to also issue the associated Company Rights with any
Company Common Stock issued pursuant to such subclauses;

(iiiyamend or otherwise change its certificate of incorporation, by-laws or other comparable charter or organizational documents,
other than amendments or changes to any such documents of Company Subsidiaries in the ordinary course of business
consistent with past practices,

(iv)acquire or agree to acquire (A)by merging or consolidating with, or by purchasing a substantial portion of the assets of, or by
any other manner, any Equity Interest in or business of any corporation, partnership, joint venture, association or other business
organization or division thereof or (B)any assets that are material, individually or in the aggregate, to the Company and the
Company Subsidiaries, taken as awhole, except in respect of any of the foregoing clauses(A)and (B), (w) capital expendituresin
accordance with Section5.01(a)(ix), (X) purchases of inventory in the ordinary course of business consistent with past practice,
(y)for acquisitions of assets or equity interests having or involving aggregate consideration not in excess of $10,000,000 or
(2)development activities having or involving consideration not in excess of the Development Amount;

(V)(A)grant to any Company Participant any loan or increase in compensation, benefits, perquisites or any bonus or award, or
pay any bonus to any such person, except to the extent required under employment agreements in effect as of the date of this
Agreement as set forth in Section3.11(a) of the Company Disclosure Letter or in the ordinary course of business consistent with
past practice (excluding any benefits or bonuses not permitted by subclauses(B)or (D)of this Section5.01(a)(v)), (B)grant to any
Company Participant any increase in severance, change in control or termination pay or benefits, except to the extent required
under any agreement in effect as of the date of this Agreement as set forth in Section3.11(a) of the Company Disclosure L etter,
(C)enter into any employment, loan, retention, consulting, indemnification, termination or similar agreement with any Company
Participant, except in the ordinary course of business consistent with past practice, (D)enter into any change of control,
severance or similar agreement with any Company Participant, other than (x)renewals of any such agreementsin effect as of the
date hereof or (y)any such agreements with Company Participants hired after the date hereof replacing a Company Participant
whose employment has terminated for any reason (provided that the terms of any such agreements are no more favorable to the
new Company Participant than the terminated Company Participant), (E)take any action to fund or in any other way secure the
payment of compensation or benefits under any Company Benefit Plan, except in the ordinary course of business consistent with
past practice, (F)establish, adopt, enter into, terminate or amend any collective bargaining agreement, Company Benefit Plan,
except in the ordinary course of business consistent with past practice, (G)amend, waive or otherwise modify any of the terms of
any employee option, warrant or stock option plan of the Company or any Company Subsidiary or (H)take any action to
accelerate any rights or benefits, including vesting and payment, or make any material determinations, under any collective
bargaining agreement or Company Benefit Plan;
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(vi)make any change in accounting methods, principles or practices materially affecting the reported consolidated assets,
liabilities or results of operations of the Company, other than as may have been required by achangein GAAP or any
Governmental Entity;

(vii)sell, lease, license, transfer, pledge or otherwise dispose of or subject to any Lien any properties or assets that have afair
value, individually, in excess of $5,000,000 or, in the aggregate, in excess of $20,000,000;

(viii)(A)other than debt incurrence pursuant to any credit facility or line of credit existing prior to the date of this Agreement (a
copy of which has been previoudly delivered or made available to Parent) or any refinancing thereof not to exceed the amount
borrowable thereunder (provided that at no time shall the Company’ s aggregate indebtedness on a consolidated basis exceed
$4,600,000,000 (excluding any indebtedness incurred after the date hereof by non-wholly owned Company Subsidiaries), incur any
indebtedness for borrowed money or guarantee any such indebtedness of another person, issue or sell any debt securities or
warrants or other rights to acquire any debt securities of the Company or any Company Subsidiary, guarantee any debt securities
of another person, enter into any “keep well” or other agreement to maintain any financial statement condition of another person
or enter into any arrangement having the economic effect of any of the foregoing, except for short-term borrowings incurred in the
ordinary course of business consistent with past practice, or (B)make any loans, advances or capital contributions to, or
investments in, any other person (other than to or in the Company or any direct or indirect wholly owned Company Subsidiary),
individualy, in excess of $5,000,000 or, in the aggregate, in excess of $20,000,000, other than, in the case of this clause(B), any of
the foregoing in respect of development activities, in respect of which the only limitation in this clause(B)shall be an amount
equal to the Development Amount;

(ix)make or agree to make any new capital expenditure or expenditures such that the aggregate of al capital expenditures for fiscal
years 2004 and 2005 combined would exceed of $1,311,000,000 (the “ Capital Expenditure Amount” ) other than capital
expenditures for emergency repairs and other capital expenditures necessary in light of circumstances not anticipated as of the
date of this Agreement, which are necessary to avoid significant disruption to the Company’ s business or operations consistent
with past practices (and, if reasonably practicable, after consultation with Parent);

(x)make any material Tax election or settle or compromise any materia Tax Liability or refund, other than tax elections required by
Law;,

(xi)write up, write down or write off the book value of any assets, individually or in the aggregate, for the Company and the
Company Subsidiaries taken as awhole, in excess of $1,000,000, except for depreciation and amortization in accordance with
GAAP consistently applied or except as required by GAAP or a Governmental Entity;

(xii)except in the ordinary course of business consistent with past practice, (A)cancel any indebtedness owed to the Company or
waive any claims or rights of substantial value of the Company or (B)waive the benefits of, or agree to modify in any manner, any
confidentiality, standstill, non-competition, exclusivity or similar agreement to which the Company or any Company Subsidiary is
aparty;

(xiii)enter into any Contract otherwise addressed in this Section5.01(a) (including without limitation Contracts relating to
development activity which shall not be subject to this clause(xiii)) having a duration of more than one year and total payment
obligations of the Company in excess of $5,000,000 (other than (A)Contracts terminable within one year, (B)the renewal, on
substantially similar terms, of any Contract existing on the date of this Agreement and (C)Contracts entered into in respect of
capital expenditures permitted by Section5.01(g)(ix));
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(xiv)except in the ordinary course of business consistent with past practice, cancel, terminate or adversely modify or amend any
of the Company Contracts, or waive, release, assign, settle or compromise any material rights or claims, or any materia litigation or
arbitration;or

(xv)authorize any of, or commit or agree to take any of, the foregoing actions.

(b) Conduct of Business by Parent. Except for matters set forth in Section5.01(b) of the Parent Disclosure Letter or otherwise expressy
permitted by this Agreement, from the date of this Agreement to the Effective Time, Parent shall, and shall cause each Parent
Subsidiary to (i)conduct its business in the usual, regular and ordinary course in substantially the same manner as previously
conducted and use its commercially reasonable efforts to preserve intact its current business organization and keep available the
services of its current officers and employees, (ii)pay its Liabilities and Taxes when due and (iii)use al commercially reasonable efforts
to keep its relationships with customers, suppliers, licensors, licensees, distributors and others having business dealings with them to
the end that its goodwill and ongoing business shall be unimpaired at the Effective Time. In addition, and without limiting the
generality of the foregoing, except for matters set forth in Section5.01(b) of the Parent Disclosure Letter or otherwise expressly
permitted by this Agreement, from the date of this Agreement to the Effective Time, Parent shall not do any of the following without
the prior written consent of the Company, which consent shall not be unreasonably withheld or delayed:

(amend or otherwise change its certificate of incorporation or by-laws, except to increase the authorized number of shares of
Parent capital stock (including Parent Common Stock);

(inissue any shares of Parent Common Stock if, following such issuance, there would be an insufficient number of shares of
Parent Common Stock to pay the Merger Consideration and to be reserved for issuance in connection with the other Transactions
contemplated;

(iii)issue, deliver, sell or grant (A)any shares of its capital stock or other Equity Interests, (B)any Voting Parent Debt or other
voting securities, (C)any securities convertible into or exchangeable for, or any options, warrants or rights to acquire, any such
shares, Voting Parent Debt, voting securities or convertible or exchangeable securities, (D)any “phantom” stock, “phantom”
stock rights, stock appreciation rights or stock-based performance units or (E)any options, warrants, rights, securities, units,
commitments, Contracts, arrangements or undertakings of any kind that give any person the right to receive any economic
benefits and rights accruing to holders of capital stock of Parent, other than (x)pursuant to the terms of Parent equity awards and
Parent Stock Options, the conversion of convertible debt in accordance with their present terms, in each case, outstanding as of
the date hereof or issued or granted in compliance with subclause(y) or (z) of this Section5.01(b)(iii), (y)grants of Parent equity
awards and Parent Stock Options pursuant to Parent Stock Plans and (z)up to 2,500,000shares of Parent Common Stock, including
the Parent Rights associated with such Parent Common Stock, issued in connection with securities offerings or acquisitions;

(iv)declare, set aside or pay any dividends on, or make any other distributionsin respect of, any of its capital stock, other than
dividends on Parent Common Stock in the ordinary course of business;or

(v)authorize any of, or commit or agree to take any of, the foregoing actions.

(c) Other Actions. The Company and Parent shall not, and shall not permit any of their respective subsidiaries to, except as expressly
permitted by Section5.02 of this Agreement, take any action that would, or that would reasonably be expected to, result in (i)any of the
representations and warranties of such party set forth in this Agreement becoming untrue such that the conditions set forth in, as
applicable, Section7.02(a), in the case of the Company’ s representations and warranties, or Section7.03(a), in the case of Parent’s
representations and warranties, would not be satisfied, or (ii)any condition to the Merger set forth in ArticleVIl not being satisfied.

(d) Advice of Changes. The Company and Parent shall promptly advise the other orally and in writing of any state of facts, event,
change, effect, development, condition or occurrence that, individually
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or in the aggregate, has had or would reasonably be expected to have a Material Adverse Effect on such party. The Company shall
give prompt notice to Parent, and Parent or Merger Sub shall give prompt notice to the Company, of (i)any representation or warranty
made by it contained in this Agreement that is qualified as to materiality becoming untrue or inaccurate in any respect or any such
representation or warranty that is not so qualified becoming untrue or inaccurate in any material respect or (ii)the failure by it to comply
with or satisfy in any material respect any covenant, condition or agreement to be complied with or satisfied by it under this
Agreement; provided, however , that no such notification shall affect the representations, warranties, covenants or agreements of the
parties or the conditions to the obligations of the parties under this Agreement.

(e) Control of the Company’s Operations. Nothing contained in this Agreement shall give to Parent, directly or indirectly, rights to
control or direct the Company’s operations prior to the Effective Time. Prior to the Effective Time, the Company shall exercise
consistent with the terms of this Agreement, complete control and supervision of its operations.

SECTION5.02 No Solicitation.

(&) The Company shall not, nor shall it authorize or permit any Company Subsidiary to, and shall use its reasonable best effortsto
cause any officer, director or employee of, or any investment banker, attorney or other advisor or representative (collectively,

“ Representatives’ ) of, the Company or any Company Subsidiary to, directly or indirectly, (i)solicit, initiate or encourage the
submission of, any Company Takeover Proposal, (ii)enter into any agreement (other than a confidentiality agreement entered into in
accordance with the provisions hereof) with respect to any Company Takeover Proposal or (iii)other than informing persons of the
existence of the provisions contained in this Section5.02, participate in any discussions or negotiations regarding, or furnish to any
person any non-public information with respect to the Company in connection with, or take any other action to facilitate any inquiries
or the making of any proposal that constitutes, or may reasonably be expected to lead to, any Company Takeover Proposal; provided,
however , that prior to receipt of the Company Stockholder Approval, the Company may, in response to an unsolicited bonafide
Company Takeover Proposal which did not result from a breach of this Section5.02(a) and which the Company Board determines, in
good faith, after consultation with outside counsel and financial advisors, would reasonably be expected to lead to a Superior
Company Proposal, and subject to compliance with Section5.02(c), (x)furnish information with respect to the Company to the person
making such Company Takeover Proposal and its Representatives pursuant to a customary confidentiality agreement not less
restrictive of the other party than the Confidentiality Agreement and (y)participate in discussions or hegotiations with such person
and its Representatives regarding any Company Takeover Proposal.

(b)Neither the Company Board nor any committee thereof shall (i)withdraw or modify in a manner adverse to Parent or Merger Sub, or
publicly propose to withdraw or modify in a manner adverse to Parent or Merger Sub, the approval or recommendation by the
Company Board of this Agreement or the Merger, (ii)approve any letter of intent, agreement in principle, acquisition agreement or
similar agreement relating to any Company Takeover Proposal or (iii)approve or recommend, or publicly propose to approve or
recommend, any Company Takeover Proposal. Notwithstanding the foregoing provisions of Section5.02(a) and this Section5.02(b), if,
prior to receipt of the Company Stockholder Approval, (w)the Company Board shall have determined in good faith, after consultation
with outside counsel, that it is required for the purpose of fulfilling its fiduciary duties under applicable Law, (x)the Company Board
has notified Parent in writing of the determination described in clause(w) above, (y)at least three Business Days following receipt by
Parent of the notice received in clause(x) above, and taking into account any revised proposal made by Parent since receipt of the
notice referred to in clause(x) above, the Company Board maintains its determination described in clause(w) above, and (z)the
Company isin compliance with this Section5.02, the Company Board may (A)withdraw or modify its approval or recommendation of
the Merger and this Agreement and/or (B)upon termination of this Agreement in accordance with Section8.01(f) and concurrent
payment of the Break Up Fee in accordance with Section6.06(b), approve and enter into an agreement relating to a Company Takeover
Proposal that constitutes a Superior Company Proposal.
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(c)The Company promptly shall advise Parent orally and in writing of any Company Takeover Proposal, any inquiry with respect to or
that would reasonably be expected to lead to any Company Takeover Proposal, the identity of the person making any such Company
Takeover Proposal or inquiry and the material terms of any such Company Takeover Proposa or inquiry. The Company shall (i)keep
Parent informed promptly of the status (including any change to the terms thereof) of any such Company Takeover Proposal or inquiry
and (ii)provide to Parent as soon as practicable after receipt or delivery thereof with copies of the Company Takeover Proposal
(including any amendments or supplements thereto) and all such other material information provided in writing to the Company by the
party making such Company Takeover Proposal.

(d)Nothing contained in this Section5.02 shall prohibit the Company from taking and disclosing to its stockholders a position
contemplated by Rulel4d-9 or Rulelde-2(a) promulgated under the Exchange Act or from making any reguired disclosure to the
Company’s stockholdersif, in the good faith judgment of the Company Board, after consultation with outside counsel, failure so to
disclose would be inconsistent with the fulfillment of its fiduciary duties or any other obligations under applicable Law.

ARTICLEVI.
ADDITIONAL AGREEMENTS
SECTIONG.01 Preparation of the FormS-4 and the Joint Proxy Statement; Stockhol ders Meetings.

(a)As soon as practicable following the date of this Agreement, the Company and Parent shall prepare and file with the SEC ajoint
proxy statement (the “ Joint Proxy Statement” ) in preliminary form and Parent shall prepare and file with the SEC the FormS-4, in which
the Joint Proxy Statement will be included as a prospectus, and each of the Company and Parent shall use its reasonable efforts to
respond as promptly as practicable to any comments of the SEC with respect thereto. Each of the Company and Parent shall useits
reasonable efforts to have the FormS-4 declared effective under the Securities Act as promptly as practicable after such filing and to
maintain the effectiveness of the S-4 through the Effective Time and to ensure that it compliesin al material respects with the
applicable provisions of the Exchange Act or Securities Act. Parent shall also take any action (other than qualifying to do businessin
any jurisdiction in which it is not now so qualified) required to be taken under any applicable state securities laws in connection with
the issuance of Parent Common Stock in the Merger and under the Company Stock Plans and the Company shall furnish all information
concerning the Company and the holders of the Company Common Stock and rights to acquire Company Common Stock pursuant to
the Company Stock Plans as may be reasonably requested in connection with any such action. The parties shall notify each other
promptly of the receipt of any comments from the SEC or its staff and of any request by the SEC or its staff for amendments or
supplements to the Joint Proxy Statement or the FormS-4 or for additional information and shall supply each other with copies of all
correspondence between such or any of its representatives, on the one hand, and the SEC or its staff, on the other hand, with respect
to the Joint Proxy Statement, the FormS-4 or the Merger.

(b)If, at any time prior to the receipt of the Company Stockholder Approval or Parent Stockholder Approval, any event occurs with
respect to the Company or any Company Subsidiary, or any change occurs with respect to other information supplied by the Company
for inclusion in the Joint Proxy Statement or the FormS-4, which is required to be described in an amendment of, or a supplement to, the
Joint Proxy Statement or the FormS-4, the Company shall promptly notify Parent of such event, and the Company and Parent shall
cooperate in the prompt filing with the SEC of any necessary amendment or supplement to the Joint Proxy Statement and the FormS-4
and, as required by Law, in disseminating the information contained in such amendment or supplement to Parent’ s or the Company’s
stockholders.

(o)If, at any time prior to the receipt of the Company Stockholder Approval or Parent Stockholder Approval, any event occurs with
respect to Parent or any Parent Subsidiary, or change occurs with respect to other information supplied by Parent for inclusion in the
Joint Proxy Statement or the FormS-4, which isrequired to be described in an amendment of, or a supplement to, the Joint Proxy
Statement or the
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FormS-4, Parent shall promptly notify the Company of such event, and Parent and the Company shall cooperate in the prompt filing
with the SEC of any necessary amendment or supplement to the Joint Proxy Statement and the FormS-4 and, as required by Law, in
disseminating the information contained in such amendment or supplement to Parent’s or the Company’ s stockholders.

(d)The Company shall, as soon as practicable following the date of this Agreement, duly call, give notice of, convene and hold a
meeting of its stockholders (the “ Company Stockholders Meeting” ) for the purpose of seeking the Company Stockholder Approval.
The Company shall use its reasonable efforts to cause the Joint Proxy Statement to be mailed to the Company’ s stockholders as
promptly as practicable after the date of this Agreement. The Company shall, through the Company Board, recommend to its
stockholders that they give the Company Stockholder Approva (the “ Company Recommendation” ), except to the extent that the
Company Board shall have withdrawn or modified its approval or recommendation of this Agreement or the Merger as permitted by
and determined in accordance with the last sentence of Section5.02(b).

(e)Parent shall, as soon as practicabl e following the date of this Agreement, duly call, give notice of, convene and hold a meeting of its
stockholders (the “ Parent Stockholders Meeting” ) for the purpose of seeking Parent Stockholder Approval. Parent shall useits
reasonabl e efforts to cause the Joint Proxy Statement to be mailed to Parent’ s stockholders as promptly as practicable after the date of
this Agreement. Parent shall, through Parent Board, recommend to its stockholders that they give Parent Stockholder Approval (the
“ Parent Recommendation” ).

(f)The Company shall use all reasonable efforts to cause to be delivered to Parent aletter of Deloitte Touche LLP, the Company’s
independent public accountants, dated a date within two Business Days before the date on which the FormS-4 shall become effective
and addressed to Parent, in form and substance reasonably satisfactory to Parent and customary in scope and substance for |etters
delivered by independent public accountants in connection with registration statements similar to the FormS-4.

(g)Parent shall use all reasonable efforts to cause to be delivered to the Company aletter of Deloitte Touche LLP, Parent’s
independent public accountants, dated a date within two Business Days before the date on which the FormS-4 shall become effective
and addressed to the Company, in form and substance reasonably satisfactory to the Company and customary in scope and substance
for letters delivered by independent public accountants in connection with registration statements similar to the FormS-4.

SECTIONG.02 Access to Information; Confidentiality. The Company shall, and shall cause each of its subsidiaries to, afford to Parent
and its Representatives reasonabl e access during normal business hours during the period prior to the Effective Timeto al their
respective properties, books, contracts, commitments, personnel and records and, during such period, the Company shall, and shall
cause each of its subsidiaries to, furnish promptly to Parent all information concerning its business, properties and personnel as Parent
may reasonably reguest. Parent shall, and shall cause each of its subsidiaries to, afford to the Company and its Representatives
reasonabl e access during normal business hours during the period prior to the Effective Timeto all of their respective properties,
books, contracts, commitments, personnel and records and, during such period, the Company shall, and shall cause each of its
subsidiaries to, furnish promptly to the Company all information concerning its business, properties and personnel as the Company
may reasonably request. All information exchanged pursuant to this Section6.02 shall be subject to the confidentiality agreement dated
July9, 2004 between the Company and Parent (the “ Confidentiality Agreement” ). Notwithstanding the foregoing or Section6.03, the
Company shall not be required to provide any information which it reasonably believesit may not provide to Parent by reason of
contractual or legal restrictions, including applicable Laws, or which it believes is competitively sensitive information. In addition, the
Company may designate any competitively sensitive information provided to the other under this Agreement as “outside counsel
only.” Such information shall be given only to outside counsel of the recipient. Each party will use reasonable best efforts to minimize
any disruption to the businesses of the other party and its subsidiaries which may result from the requests for access, data and
information hereunder.
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SECTIONG.03 Reasonabl e Efforts; Notification.

(a)Upon the terms and subject to the conditions set forth in this Agreement, each of the parties shall use its reasonable best efforts to
take, or cause to be taken, all actions, and to do, or cause to be done, and to assist and cooperate with the other partiesin doing, all
things necessary, proper or advisable to consummate and make effective, as promptly as practicable, but in no event later than the
Outside Date, the Merger and the other Transactionsto be performed or consummated by such party in accordance with the terms of
this Agreement, including (i)in the case of Parent, the obtaining of all necessary approvals under any applicable Gaming Laws required
in connection with this Agreement, the Merger and the other Transactions, (ii)the obtaining of all necessary actions or nonactions,
walvers, consents and approvals from Governmental Entities and the making of all necessary registrations and filings (including filings
with Governmental Entities, if any) and the taking of all reasonable steps as may be necessary to obtain an approval or waiver from, or
to avoid an action or proceeding by, any Governmental Entity, (iii)the obtaining of all necessary consents, approvals or waivers from
third parties, (iv)the defending of any lawsuits or other legal proceedings, whether judicial or administrative, challenging this
Agreement or the consummation of the Transactions to be performed or consummated by such party in accordance with the terms of
this Agreement, including seeking to have any stay or temporary restraining order entered by any court or other Governmental Entity
vacated or reversed and (v)the execution and delivery of any additional instruments necessary to consummeate the Merger and other
Transactions to be performed or consummated by such party in accordance with the terms of this Agreement and to fully carry out the
purposes of this Agreement. For the avoidance of doubt and notwithstanding anything to the contrary contained in this Agreement,
Parent and its subsidiaries shall commit to any and all divestitures, licenses or hold separate or similar arrangements with respect to its
assets or conduct of business arrangements as a condition to obtaining any and all approvals from any Governmental Entity for any
reason in order to consummate and make effective, as promptly as practicable, but in no event later than the Outside Date, the Merger
and the other Transactionsto be performed or consummated by Parent and its subsidiaries, including taking any and all actions
necessary in order to ensure that (x)no requirement for non-action, awaiver, consent or approval of the United States Federal Trade
Commission (the“ FTC” ), the Antitrust Division of the United States Department of Justice (the “ Antitrust Division” ), any authority
enforcing applicable Gaming Laws, any State Attorney General or other Governmental Entity, (y)no decree, judgment, injunction,
temporary restraining order or any other order in any suit or proceeding, and (z)no other matter relating to any antitrust or competition
Law or regulation or relating to any Gaming Law, would preclude consummation of the Merger by the Outside Date, unless any such
action would, individually or in the aggregate, have a Parent Material Adverse Effect (for purposes of this clause, after giving effect to
the Merger). The Company shall agree if, but solely if, requested by Parent to divest, hold separate or otherwise take or commit to take
any action with respect to the businesses, services, or assets of the Company or any of its subsidiariesin furtherance of this
Section6.03; provided, however , that any such action may be conditioned upon the consummeation of the Merger and other
Transactions contemplated hereby. In addition, subject to the terms and conditions herein provided, none of the parties hereto shall
knowingly take or cause to be taken any action which would reasonably be expected to materially delay or prevent the satisfaction by
the Outside Date of the condition set forth in Section7.01(d). Each of Parent and the Company undertakes and agrees to file as soon as
practicable a Notification and Report Form under the HSR Act with the FTC and the Antitrust Division and to make such filings and
apply for such approvals and consents as are required under the Gaming Laws.

(b)Each of Parent and the Company shall (i)respond as promptly as practicable under the circumstances to any inquiries received from
the FTC or the Antitrust Division or any authority enforcing applicable Gaming Laws for additiona information or documentation and
to all inquiries and requests received from any State Attorney General or other Governmental Entity in connection with antitrust
matters or Gaming Laws, and (ii)not extend any waiting period under the HSR Act or enter into any agreement with the FTC or the
Antitrust Division not to consummate the transactions contemplated by this Agreement, except with the prior written consent of the
other parties hereto, which consent shall not be unreasonably withheld or delayed.
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(c)In connection with and without limiting the foregoing, the Company and the Company Board shall (x)take all reasonable action
necessary to ensure that no state takeover statute or similar statute or regulation is or becomes applicable to any Transaction or this
Agreement and (y)if any state takeover statute or similar statute or regulation becomes applicable to any Transaction or this
Agreement, take all reasonable action necessary to ensure that the Merger and the other Transactions may be consummated as
promptly as practicable on the terms contemplated by this Agreement and otherwise to minimize the effect of such statute or regulation
on the Merger and the other Transactions.

(d)In addition, each party shall, subject to applicable Law and except as prohibited by any applicable representative of any applicable
Governmental Entity, (i)promptly notify the other party of any written communication to that party from the FTC, the Antitrust
Division, any State Attorney General or any other Governmental Entity, including regulatory or gaming authorities, and, permit the
other party to review in advance any proposed written communication to any of the foregoing; (ii)not agree to participate in any
substantive meeting or discussion with any Governmental Entity in respect of any filings, investigation or inquiry concerning this
Agreement or the Merger unlessit consults with the other party in advance and, to the extent permitted by such Governmental Entity,
gives the other party the opportunity to attend and participate thereat; and (iii)furnish the other party with copies of al
correspondence, filings, and written communications (and memoranda setting forth the substance thereof) between them and its
affiliates and their respective representatives on the one hand, and any Governmental Entity, including regulatory or gaming authority,
or members or their respective staffs on the other hand, with respect to this Agreement and the Merger.

SECTIONG.04 Benefit Plans.

(a)Subject to the terms of any collective bargaining agreement currently in effect or which may be in effect in the future, Parent shall
cause the Surviving Entity to maintain for a period of one year after the Effective Time the Company Benefit Plans asin effect on the
date of this Agreement as set forth on the Company Disclosure Letter or to provide benefits (excluding benefits attributable to
equity-based plans or grants) to each current employee of the Company and the Company Subsidiaries that are at least as favorablein
the aggregate to such employees as those in effect on the date of this Agreement. With respect to benefits attributable to
equity-based plans or grants, Parent shall, or shall cause the Surviving Entity to, provide that each Company employee shall be eligible
to receive grants in the same manner as similarly situated employees of Parent or any Parent Subsidiary.

(b)From and after the Effective Time, Parent shall, and shall cause the Surviving Entity to honor in accordance with their respective
terms (asin effect on the date of this Agreement), al the Company’ s employment, severance and termination agreements, plans and
policies disclosed in the Company Disclosure Letter.

(c)With respect to any employee benefit plan, program or arrangement maintained by Parent or any Parent Subsidiary (including any
severance plan), for al purposes of determining eligibility to participate and vesting but not for purposes of benefit accrual, service
with the Company or any Company Subsidiary shall be treated as service with Parent or any Parent Subsidiary; provided, however ,
that such service need not be recognized to the extent that such recognition would result in any duplication of benefits.

(d)Parent shall waive, or cause to be waived, any pre-existing condition limitation under any welfare benefit plan maintained by Parent
or any of its affiliates (other than the Company) in which employees of the Company and the Company Subsidiaries (and their eligible
dependents) will be eligible to participate from and after the Effective Time, except to the extent that such pre-existing condition
limitation would have been applicable under the comparable Company welfare benefit plan immediately prior to the Effective Time.
Parent shall recognize, or cause to be recognized, the dollar amount of all expenses incurred by each Company employee (and his or
her eligible dependents) during the calendar year in which the Effective Time occurs for purposes of satisfying such year’s deductible
and co-payment limitations under the relevant welfare benefit plans in which they will be éligible to participate from and after the
Effective Time.
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SECTIONG.05 | ndemnification.

(a)Parent shall, to the fullest extent permitted by Law, cause the Surviving Entity to honor all the Company’ s obligations to indemnify
(including any obligations to advance funds for expenses) the current or former directors or officers of the Company for acts or
omissions by such directors and officers occurring prior to the Effective Time to the extent that such obligations of the Company exist
on the date of this Agreement, whether pursuant to the Company Charter, the Company By-laws, individual indemnity agreements or
otherwise, and such obligations shall survive the Merger. The certificate of incorporation of the Surviving Entity shall contain, and
Parent shall cause the certificate of incorporation of the Surviving Entity to contain, provisions no less favorable with respect to
indemnification and exculpation of present and former directors and officers of the Company than are presently set forth in the
Company Charter and Company By-laws.

(b)For a period of six years after the Effective Time, Parent shall cause to be maintained in effect the current policies of directors and
officers' liability insurance maintained by the Company (provided that Parent may substitute therefor policies with reputable and
financially sound carriers of at least the same coverage and amounts containing terms and conditions which are no | ess advantageous)
with respect to claims arising from or related to facts or events which occurred at or before the Effective Time; provided, however , that
Parent shall not be obligated to make annual premium payments for such insurance to the extent such premiums exceed 300% of the
annual premiums paid as of the date hereof by the Company for such insurance (such 300% amount, the “ Maximum Premium” );
provided, further , if such insurance coverage cannot be obtained at all, or can only be obtained at an annual premium in excess of the
Maximum Premium, Parent shall maintain the most advantageous policies of directors and officers insurance obtainable for an annua
premium equd to the Maximum Premium, provided, further , if the Company in its sole discretion elects, by giving written notice to
Parent at least 60days prior to the Effective Time, then, in lieu of the foregoing insurance, effective as of the Effective Time, the
Company shall purchase adirectors and officers’ liability insurance “tail” or “runoff” insurance program for aperiod of six years after
the Effective Time with respect to wrongful acts and/or omissions committed or allegedly committed at or prior to the Effective Time
(such coverage shall have an aggregate coverage limit over the term of such policy in an amount not to exceed the annual aggregate
coverage limit under the Company’ s existing directors and officers liability policy, and in all other respects shall be comparable to such
existing coverage), provided that the premium for such “tail” or “runoff” coverage shall not exceed an amount equal to the Maximum
Premium. The Company represents to Parent that the Maximum Premium is as set forth in Section6.05 of the Company Disclosure
Letter.

(c)In the event that Parent or the Surviving Entity or any of their respective successors or assigns (i)consolidates with or merges into
any other person and is not the continuing or surviving corporation or entity of such consolidation or merger or (ii)transfers or
conveys all or substantially all its properties and assets to any person, then, and in each such case, Parent shall cause proper
provisions to be made so that the successors and assigns of Parent or the Surviving Entity, as the case may be, assume the
obligations set forth in this Section6.05. The obligations of Parent and the Surviving Entity under this Section6.05 shall not be
terminated or modified in such amanner as to adversely affect any indemnitee to whom this Section6.05 applies without the express
written consent of such affected indemnitee (it being expressly agreed that the indemnitees to whom this Section6.05 applies shall be
third party beneficiaries of this Section6.05).

SECTIONG.06 Fees and Expenses.

(a)Except as provided below, all fees and expenses incurred in connection with the Merger shall be paid by the party incurring such
fees or expenses, whether or not the Merger is consummated, except that expenses incurred in connection with filing, printing and
mailing the Joint Proxy Statement and the FormS-4 shall be shared equally by Parent and the Company.

(b)In the event that this Agreement is terminated pursuant to Section8.01(e) or 8.01(f), then the Company shall pay to Parent, within
two Business Days following written notice of such termination in the case of termination pursuant to Section8.01(e) and concurrently
with termination in the case of
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termination pursuant to Section8.01(f), in each case, by wire transfer of same-day funds afee of $180,000,000 (the “ Break-up Fee” ).

(o)If (i)after the date of this Agreement, any person publicly announces a Company Takeover Proposal which has not been expressly
and bona fide publicly withdrawn, (ii)this Agreement is terminated by either the Company or Parent pursuant to Section8.01(b)(iii) and
at such time of termination Parent is not in breach in any material respect of any of its representations, warranties and covenants
contained in this Agreement, and (iii)within 12months after the date of this Agreement the Company enters into a definitive agreement
to consummate, or consummeates, the transactions contemplated by a Company Takeover Proposal, then, if such Company Takeover
Proposal is consummated, the Company shall pay to Parent by wire transfer of same-day funds the Break-up Fee on the date of
consummation of such Company Takeover Proposal. Solely for the purposes of this Section6.06(c), the term “ Company Takeover
Proposal” shall have the meaning assigned to such term in Section9.3(a), except that all referencesto “20%" shall be changed to
“50%".

(d)The Company acknowledges that the agreements contained in Sections6.06(b) and 6.06(c) are an integral part of the transaction
contemplated by this Agreement, and that, without these agreements, Parent would not enter into this Agreement; accordingly, if the
Company fails promptly to pay the Break-up Fee, and, in order to obtain such payment, Parent commences a suit that resultsin a
judgment against the Company for the Break-up Fee, the Company shall pay to Parent interest on the Break-up Fee from and including
the date payment of the Break-up Fee was due to but excluding the date of actual payment at the prime rate of Bank of America,
National Association in effect on the date such payment was required to be made. If applicable, the Break-Up Fee shall not be payable
more than once pursuant to this Section6.06.

SECTIONG.07 Public Announcements. Parent and Sub, on the one hand, and the Company, on the other hand, shall consult with each
other beforeissuing, and provide each other reasonable opportunity to review and comment upon, any press release or other public
statements with respect to the Merger and the other Transactions and shall not issue any such press release or make any such public
statement prior to such consultation, except as may be required by applicable Law, court process or by obligations pursuant to any
listing agreement with any national securities exchange.

SECTIONG.08 Transfer Taxes. All stock transfer, rea estate transfer, documentary, stamp, recording and other similar Taxes (including
interest, penalties and additions to any such Taxes) (“ Transfer Taxes’) incurred in connection with the Transactions shall be paid by
either Merger Sub or the Surviving Entity (provided any such payments shall not be funded, directly or indirectly, by the Company or
the Company Subsidiaries), and the Company shall cooperate with Merger Sub and Parent in preparing, executing and filing any Tax
Returns with respect to such Transfer Taxes.

SECTIONG.09 Affiliates. Prior to Closing, the Company shall deliver to Parent aletter identifying al persons who, to the knowledge of
the Company, were, at the date of the Company Stockholders Meeting, “ affiliates” of the Company for purposes of Rulel45 under the
Securities Act. The Company shall use al reasonable efforts to cause each such person to deliver to Parent on or prior to Closing a
written agreement substantially in the form attached as ExhibitA .

SECTIONG.10 Section16 Matters. Parent and the Company agree that, in order to most effectively compensate and retain Company
Insidersin connection with the Merger, both prior to and after the Effective Time, it is desirable that Company Insiders not be subject
to arisk of liability under Section16(b) of the Exchange Act, to the fullest extent permitted by applicable Law in connection with the
conversion of shares of Company Common Stock and Company Equity Awards into shares of Parent Common Stock and options to
purchase Parent Common Stock in the Merger, and for that compensatory and retentive purpose agree to the provisions of this
Section6.10. Assuming that the Company deliversto Parent the Section16 Information in atimely fashion, the Parent Board, or a
committee of Non-Employee Directors (as such term is defined for purposes of Rulel6b-3(d) under the Exchange Act) thereof, shall
adopt aresolution providing that the receipt by Company Insiders of Parent Common Stock in exchange for shares of Company
Common Stock, RSUs, Performance Awards and Supplemental
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Retention Units, options to purchase Parent Common Stock upon conversion of Company Stock Options and rights to purchase
Parent Common Stock upon conversion of purchase rights under the Company Employee Stock Purchase Plan, in each case pursuant
to the transactions contemplated by this Agreement and to the extent such securities are listed in the Section16 Information, are
intended to be exempt from liability pursuant to Section16(b) under the Exchange Act. In addition, the Company Board, or a committee
of Non-Employee Directors (as such term is defined for purposes of Rulel6b-3(d) under the Exchange Act) thereof, shall adopt a
resolution providing that the disposition by Company Insiders of Company Common Stock, RSUs, Performance Awards and
Supplemental Retention Units, other than Company Stock Options, in exchange for shares of Parent Common Stock, Company Stock
Options in exchange for options to purchase Parent Common Stock and purchase rights under the Company Employee Stock Purchase
Plan in exchange for rights to purchase Parent Common Stock, in each case pursuant to the transactions contemplated by this
Agreement, are intended to be exempt from liability pursuant to Section16(b) under the Exchange Act. “ Section16 Information” shall
mean information accurate in all material respects regarding Company Insiders, the number of shares of Company Common Stock held
by each such Company Insider and expected to be exchanged for Parent Common Stock in the Merger, the number and description of
the Company Stock Options held by each such Company Insider and expected to be converted into options to purchase Parent
Common Stock in connection with the Merger. “ Company Insiders’ shall mean those officers and directors of Company who are
subject to the reporting requirements of Section16(a) of the Exchange Act and who are listed in the Section16 Information. Such
actions described in this Section6.10 shall be taken in accordance with the interpretative letter, dated January12, 1999, issued by the
SEC to Skadden, Arps, Sate, Meagher Flom LLP.

SECTIONG.11 Stock Exchange Listing. Parent shall use all reasonable efforts to cause the shares of Parent Common Stock to be
issued in the Merger to be approved for listing on the New Y ork Stock Exchange, subject to official notice of issuance, prior to the
Closing Date.

SECTIONG.12 Tax Matters.

(a)Parent and the Company shall use their commercially reasonable efforts, and shall cause their respective subsidiaries to use their
commercially reasonable efforts, to take or cause to be taken any action necessary for the Merger (or, if applicable, a merger pursuant
to Section6.12(d) hereof) to qualify as areorganization within the meaning of Section368(a) of the Code or aternatively, if applicable, to
take or cause to be taken any action necessary for the Alternative Transaction described in Section6.12(c) hereof to qualify asa
transaction described in Section351 of the Code. The parties hereto shall cooperate and use their commercially reasonable effortsin
order for Parent to obtain the opinion of Latham Watkins LLP described in Section7.02(d) and for the Company to obtain the opinion of
Skadden, Arps, Slate, Meagher Flom LLP described in Section7.03(d). Except with respect to any divestitures that may be undertaken
pursuant to Section6.03(a), neither Parent nor the Company shall, nor shall they permit any of their respective Subsidiariesto, take or
cause to be taken any action that would disqualify the Merger (or, if applicable, amerger pursuant to Section6.12(d) hereof) asa
reorganization within the meaning of Section368(a) of the Code or alternatively, if applicable, take or cause to be taken any action that
would disqualify the Alternative Transaction described in Section6.12(c) hereof as a transaction described in Section351 of the Code.

(b)This Agreement isintended to constitute, and the parties hereto hereby adopt this Agreement as, a“ plan of reorganization” within
the meaning Treasury RegulationSection1.368-2(g) and 1.368-3(a). Each of Parent and the Company shall report the Merger asa
reorganization within the meaning of Section368 of the Code, unless otherwise required pursuant to a“determination” within the
meaning of Section1313(a) of the Code.

(c)In the event that either of Latham Watkins LLP, counsel to Parent, or Skadden, Arps, Slate, Meagher Flom LLP, counsdl to the
Company, acting in good faith, is unable to render its opinion pursuant to Section7.02(d) or Section7.03(d), respectively, because the
total fair market value of the Parent Common Stock received by the Company Stockholdersin exchange for their Company Common
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Stock is less than 45% of the aggregate fair market value of the Parent Common Stock and cash received in the Merger or for other
reasons, then at the option of either Parent or the Company, each acting reasonably, the structure of the Merger shall be revised to
provide for (i)the formation by Parent and the Company of a new corporation (“ Newco” ) , (ii)the formation by Newco of two
(2)wholly-owned corporations (“ Newco Subs’) and (iii)the merger of one Newco Sub with and into Parent with Parent being the
surviving entity and the merger of the other Newco Sub with and into the Company with the Company being the surviving entity, in a
series of transactions that qualify as a transaction described in Section351 of the Code (such transactions, collectively, the

“ Alternative Transaction” ).

(d)Inthe event that at the Effective Time, the total fair market value of the Parent Common Stock that would be received by the
Company Stockholdersin exchange for their Company Common Stock is greater than or equal to 80% of the aggregate fair market value
of the Company Common Stock outstanding immediately before the Effective Time, then at the option of either Parent or the Company,
each acting reasonably, the structure of the Merger shall be revised to provide for the merger of afirst-tier newly formed corporate
Subsidiary of Parent with and into the Company with the Company being the surviving entity in atransaction that quaifiesas a
reorganization within the meaning of Section368(a) of the Code.

(e)Notwithstanding anything to the contrary set forth in subsections (c)and (d)of this Section6.12, no revision to the structure of the
Merger shall (i)result in any change in the Merger Consideration, (ii)be materially adverse to the interests of Parent, the Company,
Merger Sub, the holders of shares of Parent Common Stock or the holders of shares of Company Common Stock or (iii)unreasonably
impede or delay consummation of the Merger. If the structure of the Merger is so revised, this Agreement and ExhibitsB and C shall
be amended by the parties as appropriate to give effect to the revised structure of the Merger with each party executing a written
amendment to this Agreement and ExhibitsB and C as necessary to reflect the foregoing. The parties agree to amend this Agreement
to the extent necessary to provide for more specific mechanics of the alternative structures described in this Section6.12.

SECTIONG.13 Litigation.

(a8)The Company shall give Parent the opportunity to participate in the defense or settlement of any stockholder litigation against the
Company and its directors relating to the Merger or any other Transaction; provided, however , that no such settlement shall be
agreed to without Parent’ s consent, which consent shall not be unreasonably withheld or delayed.

(b)Parent shall give the Company the opportunity to participate in the defense or settlement of any stockholder litigation against
Parent and its directors relating to the Merger or any other Transaction; provided, however , that no such settlement shall be agreed to
without the Company’ s consent, which consent shall not be unreasonably withheld or delayed.

SECTIONG.14 Parent Board. At or prior to the Effective Time, Parent Board shall take all action necessary so that, effective
immediately following the Effective Time, William Barron Hilton and Stephen F. Bollenbach shall be appointed to Parent Board, with
William Barron Hilton being placed in Classl (with aterm expiring in 2006) and Stephen F. Bollenbach being placed in Classll (with a
term expiring in 2007). In addition, as soon as practicable after the date hereof (but in any event prior to the Closing Date), the
Nominating/ Corporate Governance Committee of the Parent Board shall consider recommending an additional Company director for
appointment to the Parent Board. Parent Board shall also consider the nomination of one further additional Company director to the
Parent Board.

SECTIONG.15 Company Rights Agreement. Except for any such actions permitted to be taken by this Agreement, including
Section5.02, the Company covenants and agrees that it will not (a)redeem the Company Rights, (b)amend the Company Rights
Agreement or (c)take any action which would alow any “Person” (as defined in the Company Rights Agreement) other than Parent,
Merger Sub or any Parent Subsidiary to become a“Beneficial Owner” (for purposes of this Section6.15, as defined in the Company
Rights Agreement) of 15% or more of the outstanding shares of Company Common Stock
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without causing a“ Shares Acquisition Date,” or a“Distribution Date” (as each such term is defined in the Company Rights
Agreement) to occur. The Company Board shall not make a determination that Parent, Merger Sub or any of their respective
“Affiliates’ or “Associates’ (as such terms are defined in the Company Rights Agreement) isan “ Acquiring Person” for purposes of
the Company Rights Agreement. The Company shall not adopt stockholder rights plan or “poison pill.”

SECTIONG.16 Title Insurance and Surveys. Not later than 30days after the date hereof, (A)the Company shall use commercially
reasonable efforts to deliver to Parent (i)all existing surveys for the Company Owned Properties (other than alicensed property) and
each Company L eased Property ground leased by the Company or any Company Subsidiary, in each case to the extent availableand in
the Company’s or any Company Subsidiary’s possession and (ii)all existing title policies for the Company Owned Properties and each
Company L eased Property ground leased by the Company or any Company Subsidiary, together with copies of the underlying
documents referenced in each such title policy, in each case to the extent available and in the Company’s or any Company

Subsidiary’ s possession and (B)Parent shall use commercially reasonable efforts to deliver to the Company (i)all existing surveys for
the Parent Owned Properties (other than alicensed property) and each Parent Leased Property ground leased by the Parent or any
Parent Subsidiary, in each case to the extent available and in Parent’ s or any Parent Subsidiary’ s possession and (ii)all existing title
policies for the Parent Owned Properties and each Parent Leased Property ground leased by the Parent or any Parent Subsidiary,
together with copies of the underlying documents referenced in each such title policy, in each case to the extent available and in
Parent’s or any Parent Subsidiary’ s possession. In addition, the Company shall reasonably cooperate with Parent to obtain any new
survey or new title policy relating to the Company Owned Properties and any Company Leased Property ground leased by the
Company that Parent reasonably determines advisable to obtain, provided that the costs of such surveys and title policies shall be
borne solely by Parent. Notwithstanding anything to the contrary herein, the obligation of the parties under this Section6.16 shall be
deemed not to be a condition to Closing under ArticleVIl hereof.

ARTICLEVII.
CONDITIONS PRECEDENT

SECTION7.01 Conditions to Each Party’ s Obligation to Effect the Merger. The respective obligation of each party to effect the
Merger is subject to the satisfaction or waiver on or prior to the Closing Date of the following conditions:

(8) Stockholder Approvals. The Company shall have obtained the Company Stockholder Approval and Parent shall have
obtained Parent Stockholder Approval.

(b) FormS-4. The FormS-4 shall have become effective under the Securities Act and shall not be the subject of any stop order or
proceedings seeking a stop order, and Parent shall have received all state securities or “blue sky” authorizations necessary to
issue Parent Common Stock pursuant to the Merger.

(c) NYSE Listing. The shares of Parent Company Stock issuable to the Company’ s stockholders pursuant to this Agreement
shall have been approved for listing on the New Y ork Stock Exchange, subject to official notice of issuance.

(d) Consents, Approvals and Authorizations. All material consents, approvals, orders or authorizations from, and all material
declarations, filings and registrations with, any Governmental Entity, including all necessary approvals under any applicable
Gaming Laws, required to consummate the Merger and the other Transactions shall have been obtained or made and the waiting
period (and any extension thereof) applicable to the Merger under the HSR Act shall have expired or been terminated.

(&) No Injunctions or Restraints. No temporary restraining order, preliminary or permanent injunction or other order issued by
any court of competent jurisdiction or other legal restraint or
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prohibition preventing the consummation of the Merger shall be in effect; provided, however , that prior to asserting this
condition, subject to Section6.03, each of the parties shall have used its reasonable efforts to prevent the entry of any such
injunction or other order and to appeal as promptly as possible any such injunction or other order that may be entered.

(f) No Litigation. There shall not be pending any suit, action or proceeding by any Governmental Entity in any court of
competent jurisdiction seeking to restrain or prohibit the consummation of the Merger or any other Transaction or that would
otherwise cause a Parent Material Adverse Effect (after giving effect to the Merger); provided that, if the court of competent
jurisdiction dismisses or renders afinal decision denying a Governmental Entity’ s request for an injunction in such suit, action or
proceeding, then four Business Days following such dismissal or decision, this condition to closing shall, with respect to such
suit, action or proceeding, thereafter be deemed satisfied whether or not such Governmental Entity appeals the decision of such
court or files an administrative complaint before the Federal Trade Commission.

SECTIONT7.02 Conditions to Obligations of Parent and Merger Sub. The obligations of Parent and Merger Sub to effect the Merger
are further subject to the following conditions:

() Representations and Warranties. The representations and warranties of the Company contained in this Agreement shall be
true and correct (without giving effect to any limitation as to “materiality” or “Company Material Adverse Effect” set forth
therein, except as set forth in Section3.08(i)) at and as of the Effective Time as if made at and as of such time (except to the extent
expressly made as of an earlier date, in which case as of such earlier date), except where the failure of such representations and
warranties to be true and correct (without giving effect to any limitation asto “materiality” or “Company Material Adverse Effect
set forth therein, except as set forth in Section3.08(i)) would not, individually or in the aggregate, result in a Company Material
Adverse Effect. Parent shall have received a certificate signed on behalf of the Company by an executive officer of the Company
to such effect.

(b) Performance of Obligations of the Company. The Company shall have performed in all material respects all obligations
required to be performed by it under this Agreement at or prior to the Closing Date, and Parent shall have received a certificate
signed on behalf of the Company by an executive officer of the Company to such effect.

(c) Absence of Company Material Adverse Effect. Except as disclosed in the Company Disclosure Letter, since the date of this
Agreement, there shall not have been any state of facts, event, change, effect, development, condition or occurrence that,
individually or in the aggregate, has had or would reasonably be expected to have a Company Material Adverse Effect.

(d) Tax Opinion. Parent shall have received the opinion of Latham Watkins L L P dated the date of the Effective Time, to the effect
that, for federal income tax purposes, the Merger will qualify as a reorganization within the meaning of Section368(a) of the Code
or dternatively, if applicable, the Alternative Transaction will qualify as a transaction described in Section351 of the Code. In
rendering such opinion, Latham Watkins LLP shall receive and rely upon representations contained in letters of Parent and the
Company to be delivered as of the Effective Time substantially in the form attached hereto as ExhibitB and ExhibitC ,
respectively (as may be amended pursuant to Section6.12(e)). The condition set forth in this Section7.02(d) shall not be waivable
after receipt of the Company Stockholder Approval or the Parent Stockholder Approval referred to in Section7.01(a), unless
further stockholder approval is obtained with appropriate disclosure.

SECTIONT7.03 Conditions to Obligation of the Company. The obligation of the Company to effect the Merger is further subject to the
following conditions:

() Representations and Warranties. The representations and warranties of Parent and Merger Sub contained in this Agreement
shall be true and correct (without giving effect to any limitation asto “materiality” or “Parent Material Adverse Effect” set forth
therein except as set forth in Section4.08(i)) at and as of the Effective Time asif made at and as of such time (except to the
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extent expressy made as of an earlier date, in which case as of such earlier date), except where the failure of such representations
and warranties to be true and correct (without giving effect to any limitation asto “materiality” or “Parent Material Adverse

Effect” set forth therein except as set forth in Section4.08(i)) would not, individually or in the aggregate, result in a Parent Material
Adverse Effect. The Company shall have received a certificate signed on behalf of Parent by an executive officer of Parent to such
effect.

(b) Performance of Obligations of Parent and Sub. Parent and Merger Sub shall have performed in al materia respectsall
obligations required to be performed by them under this Agreement at or prior to the Closing Date, and the Company shall have
received a certificate signed on behalf of Parent by an executive officer of Parent to such effect.

(c) Absence of Parent Material Adverse Effect. Except as disclosed in the Parent Disclosure Letter, since the date of this
Agreement there shall not have been any state of facts, event, change, effect, development, condition or occurrence that,
individually or in the aggregate, has had or would reasonably be expected to have a Parent Material Adverse Effect.

(d) Tax Opinion. The Company shall have received the opinion of Skadden, Arps, Slate, Meagher Flom LLP dated the date of the
Effective Time, to the effect that, for federal income tax purposes, the Merger will qualify as a reorganization within the meaning of
Section368(a) of the Code or alternatively, if applicable, the Alternative Transaction will qualify as atransaction described in
Section351 of the Code. In rendering such opinion, Skadden, Arps, Slate, Meagher Flom LLP shall receive and rely upon
representations contained in letters of Parent and the Company to be delivered as of the Effective Time substantially in the form
attached hereto as ExhibitB and ExhibitC , respectively (as may be amended pursuant to Section6.12(g)). The condition set forth
in this Section7.03(d) shall not be waivable after receipt of the Company Stockholder Approval or the Parent Stockholder
Approval referred to in Section7.01(a), unless further stockholder approval is obtained with appropriate disclosure.

SECTION7.04 Frustration of Closing Conditions. None of the Company, Parent or Merger Sub may rely on the failure of any
condition set forth in Section7.01, 7.02 or 7.03, as the case may be, to be satisfied if such failure was caused by such party’ sfailure to
use all reasonable efforts to consummate the Merger and the other Transactions to be performed or consummated by such party in
accordance with the terms of this Agreement as required by and subject to Section6.03.

ARTICLEVIII.
TERMINATION, AMENDMENT AND WAIVER

SECTIONBS.01 Termination. This Agreement may be terminated at any time prior to the Effective Time, whether before or after receipt
of the Parent Stockholder Approval or the Company Stockholder Approval:

(a)by mutual written consent of Parent and the Company;
(b)by written notice of either Parent or the Company:

(i)if the Merger is not consummated on or before July14, 2005; provided, however , that such date may be extended by either
party (by written notice thereof to the other party) up to and including October14, 2005 in the event all conditionsto effect the
Merger other than one or more conditions set forth in Sections7.01(d) and 7.01(e) have been or are capable of being satisfied at
the time of each such extension (the latest applicable dates shall be referred to herein asthe “ Outside Date” ); provided further
that the right to terminate this Agreement under this Section8.01(b) shall not be available to any party whose failure to fulfill any
obligation under this Agreement, including without limitation Sections6.01(d) and 6.03 hereof, has been the cause of, or resultsin,
the failure of the Merger to occur on or before such date;
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(i1)if any Governmental Entity issues an order, decree or ruling or takes any other action permanently enjoining, restraining or
otherwise prohibiting the Merger and such order, decree, ruling or other action shall have become final and nonappealable;
(iii)if, upon avote at a duly held meeting (or at any adjournment or postponement thereof) to obtain the Company Stockholder
Approval, the Company Stockholder Approval is not obtained;or

(iv)if, upon avote at a duly held meeting (or at any adjournment or postponement thereof) to obtain Parent Stockholder
Approval, Parent Stockholder Approval is not obtained;

(c)by written notice of Parent, if the Company breaches or fails to perform in any material respect any of its representations,
warranties or covenants contained in this Agreement, which breach or failure to perform (i)would give rise to the failure of a
condition set forth in Section7.02(a) or 7.02(b), and (ii)cannot be or has not been cured within 60days after the giving of written
notice to the Company of such breach;

(d)by written notice of the Company, if Parent or Merger Sub breaches or fails to perform in any material respect of any of its
representations, warranties or covenants contained in this Agreement, which breach or failure to perform (i)would giverise to the
failure of a condition set forth in Section7.03(a) or 7.03(b), and (ii)cannot be or has not been cured within 60days after the giving
of written notice to Parent of such breach;

(e)by written notice of Parent, if (i)the Company Board shall have withdrawn or adversely modified, or shall have resolved to
withdraw or adversely modify, the Company Recommendation; or (ii)the Company Board shall have approved or recommended, or
shall have resolved to approve or recommend, to the stockholders of the Company, a Company Takeover Proposal (other than the
Merger);and

(f)by the Company, if, prior to receipt of the Company Stockholder Approval, the Company (i)receives an unsolicited Superior
Company Proposal, (ii)resolves to accept such Superior Company Proposal, (iii)shall have given Parent three Business Days
prior written notice of itsintention to terminate pursuant to this provision, and (iv)such proposal continues to constitute a
Superior Company Proposal taking into account any revised proposal made by Parent during such three Business Day period;
provided, however , that such termination shall not be effective until such time as payment of the Break-Up Fee required by
Section6.06(b) shall have been made by the Company; provided, further , that the Company’ s right to terminate this Agreement
under this Section8.01(f) shall not be available if the Company isthen in breach of Section5.02.

SECTIONBS.02 Effect of Termination. In the event of termination of this Agreement by either the Company or Parent as provided in
Section8.01, this Agreement shall forthwith become void and have no effect, without any Liability or obligation on the part of Parent,
Merger Sub or the Company, other than the last sentence of Section6.02, Section6.06, this Section8.02 and Articlel X, which provisions
shall survive such termination, and except to the extent that such termination results from the willful and material breach by a party of
any representation, warranty or covenant set forth in this Agreement.

SECTION8.03 Amendment. This Agreement may be amended by the parties at any time before or after receipt of the Company
Stockholder Approval or Parent Stockholder Approval; provided, however , that (i)after receipt of the Company Stockholder Approval
or Parent Stockholder Approval, there shall be made no amendment that by law (or, in the case of Parent Stockholder Approval, by the
regulations established by the New Y ork Stock Exchange) requires further approval by the stockholders of the Company or Parent
without the further approval of such stockholders, (ii)no amendment shall be made to this Agreement after the Effective Time and
(iii)except as provided above no amendment of this Agreement by the Company shall require the approval of the stockholders of the
Company. This Agreement may not be amended except by an instrument in writing signed on behalf of each of the parties.
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SECTIONS8.04 Extension; Waiver. At any time prior to the Effective Time, the parties may (a)extend the time for the performance of any
of the obligations or other acts of the other parties, (b)waive any inaccuracies in the representations and warranties of the other parties
contained in this Agreement or in any document delivered pursuant to this Agreement or (c)subject to the proviso in Section8.03,
waive compliance by the other parties with any of the agreements or conditions contained in this Agreement. Subject to the proviso in
Section8.03, no extension or waiver by the Company shall require the approval of the stockholders of the Company. Any agreement on
the part of a party to any such extension or waiver shall be valid only if set forth in an instrument in writing signed on behalf of such
party. The failure of any party to this Agreement to assert any of its rights under this Agreement or otherwise shall not constitute a
waiver of such rights.

SECTIONS.05 Procedure for Termination, Amendment, Extension or Waiver. A termination of this Agreement pursuant to
Section8.01, an amendment of this Agreement pursuant to Section8.03 or an extension or waiver pursuant to Section8.04 shall, in order
to be effective, requirein the case of Merger Sub or the Company, action by its Board of Directors or, to the extent permitted by Law,
the duly authorized designee of its Board of Directors. Termination of this Agreement prior to the Effective Time shall not require the
approval of the stockholders of the Company.

ARTICLEIX.
GENERAL PROVISIONS

SECTION9.01 Nonsurvival of Representations and Warranties. None of the representations and warranties in this Agreement or in
any instrument delivered pursuant to this Agreement shall survive the Effective Time. This Section9.01 shall not limit any covenant or
agreement of the parties which by its terms contemplates performance after the Effective Time.

SECTION9.02 Notices. All notices, requests, claims, demands and other communications under this Agreement shall be in writing and
shall be deemed given (i)upon persona delivery, (ii)one Business Day after being sent via a nationally recognized overnight courier
serviceif overnight courier service is requested or (iii)upon receipt of electronic or other confirmation of transmission if sent via

facsimile, in each case at the addresses or fax numbers (or at such other address or fax number for a party as shall be specified by like
notice) set forth below:

(@ If to Parent or Merger Sub, to
Harrah's Entertainment, Inc.
One Harrah's Court
LasVegas, NV 89119

Attn: General Counsel

Fax: (702)407-6286

with a copy to:

Latham Watkins LLP
650 Town Center Drive, Suite2000

CostaMesa, CA 92626
Attn: CharlesK. Ruck
R. Scott Shean

Fax: (714)755-8290

soores o lllbiumias D 2005, EDGAR Online, Inc.




A-48

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents

(b) If to the Company, to
Caesars Entertainment, Inc.
3930 Howard Hughes Parkway
LasVegas, NV 89109
Attn: Genera Counsdl

Fax: (702)699-5110

with a copy to:

Skadden, Arps, Slate, Meagher Flom LLP
Four Times Square

New York, NY 10036
Attn: Martha E. McGarry
Thomas W. Greenberg

Fax: (212)735-2000

SECTIONO9.03 Definitions.
(a)For purposes of this Agreement:

An “ affiliate” of any person means another person that directly or indirectly, through one or more intermediaries, controls, is
controlled by, or is under common control with, such first person.

“Business Day” means any day, other than (i)a Saturday or a Sunday or (ii)a day on which banking and savings and loan institutions
are authorized or required by Law to be closed.

“ Company Equity Award” means any equity-based award granted under any Company Stock Plan, including but not limited to any
Company Stock Option, RSU, Performance Award, Supplemental Retention Unit, restricted stock, phantom stock, stock appreciation
right or purchase right.

“ Company Material Adverse Effect” meansaMaterial Adverse Effect on the Company.

“ Company Rights’ means those certain rights associated with the Company Rights Agreement.

“ Company Rights Agreement” meansthat certain Rights Agreement dated as of December29, 1998, by and among the Company and
Wells Fargo Bank, N.A. (as successor to ChaseMellon Shareholder Services, L.L.C.), as Rights Agent.

“ Company Sock Option” means any option to purchase Company Common Stock granted under the Company Stock Plan or
otherwise.

“ Company Sock Plans’ means the Company’s 1998 Stock Incentive Plan, 1998 Independent Director Stock Option Plan, 2004 Long
Term Incentive Plan, Supplemental Retention Plan, Employee Stock Purchase Plan and any other plan or arrangement under which the
Company grants equity-based awards.

“ Company Title Policy” means true correct and complete copies of the title policies and commitments with respect to Company
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“ Company Takeover Proposal” means (i)any proposal or offer for a merger, consolidation, dissolution, recapitalization or other
business combination involving the Company or any Significant Subsidiary (as defined in Rulel-02 of RegulationS-X, but substituting
“20%" for the referencesto “10%" therein), (ii)any proposal for the issuance by the Company of over 20% of its equity securities,
(iii)any proposal or offer to acquire in any manner, directly or indirectly, over 20% of the equity securities or consolidated total assets
of the Company, or (iii)any combination of the foregoing, in each case other than the Merger.

“ Development Amount” shall mean $25,000,000per development, or $50,000,000 in the aggregate, which limits shall apply in respect of
amounts to be expended following the date hereof; provided, however , such $50,000,000 amount may be increased, at the option of

the Company inits sole discretion, in which case the Capital Expenditure Amount shall be correspondingly reduced by the amount of
any
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such increase; provided further, no such reduction to the Capital Expenditure Amount shall reduce the amount to be expended in
respect of the hotel tower expansion at Caesars Palace in Las Vegas or the Atlantic City Caesars parking garage. Notwithstanding the
foregoing, for the purposes of cal culating such $25,000,000 and $50,000,000 amounts, any amounts already budgeted for in the 2004
and 2005 budget provided to Parent on or prior to the date hereof shall not be considered. For purposes of calculating the
Development Amount, any amounts incurred pursuant to Section5.01(a)(iv) or 5.01(a)(viii) shall be aggregated.

“ Equity Interest” means any share, capital stock, partnership, member or similar interest in any entity, and any option, warrant, right
or security (including debt securities) convertible, exchangeable or exercisable therefor.

“Gaming Laws’ means, with respect to any person, any Federal, state, local or foreign statute, Law, ordinance, rule, regulation, permit,
consent, approval, license, judgment, order, decree, injunction, finding of suitability or other authorization governing or relating to the

current or contemplated casino, hotel and gaming activities and operations of such person and its subsidiaries, including Laws relating
to related activities such as liquor, cabaret and the like.

“ knowledge of the Company” means, with respect to any matter in question, the actual knowledge of the Company’s executive
officers.

“ knowledge of Parent” means, with respect to any matter in question, the actual knowledge of Parent’ s executive officers.

“Liabilities” mean any direct or indirect liability, indebtedness, obligation, commitment, expense, claim, deficiency, guaranty or
endorsement of or by any person of any type, whether accrued, absolute, contingent, matured, unmatured, liquidated, unliquidated,
known or unknown.

“Liens’ means any mortgage, deed of trust, deed to secure debt, title retention agreement, pledge, lien, encumbrance, security
interest, conditional or installment sale agreement, charge or other claims of third parties of any kind.

“Material Adverse Effect” on a person means amaterial adverse effect on (i)the business, assets, financial condition or results of
operations of such person and its subsidiaries, taken as awhole, (ii)the ability of such person to perform its obligations under this
Agreement or (iii)the ability of such person to consummate the Merger and the other Transactions to be performed or consummated by
such person, other than in the case of (i), (ii)or (iii)any state of facts, event, change, effect, devel opment, condition or occurrence
relating to (A)the economy in general in the U.S.or in any state in which such person or any of its subsidiaries operates, which events,
changes, effects, developments, conditions or occurrences do not disproportionately affect such person relative to the other
participantsin the travel, hospitality or gaming industries, (B)the travel, hospitality or gaming industriesin general in the U.S.or in any
state in which such person or any of its subsidiaries operates, which events, changes, effects, developments, conditions or
occurrences do not disproportionately affect such person relative to the other participants in the travel, hospitality or gaming
industries, (C)the execution of this Agreement or (D)any change in such person’s stock price or trading volume, in and of itself (for the
avoidance of doubt this clause(D) shall not preclude either party from asserting that the underlying cause of any such change in stock
price or trading volume is a Material Adverse Effect). For the avoidance of doubt, compliance with (and the consequences thereof) the
terms of this Agreement (including Section6.03) shall not be taken into account in determining whether aMaterial Adverse Effect shall
have occurred or shall be expected to occur for any and all purposes of this Agreement.

“ Parent Material Adverse Effect” means the means a Material Adverse Effect on Parent.

“ Parent Rights Agreement” means that certain Rights Agreement dated as of October5, 1996, by and among Parent and The Bank of
New Y ork, as Rights Agent.

“ Parent Sock Option” means any option to purchase Parent Common Stock granted under the Parent Stock Plan or otherwise.
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“Parent Sock Plans’ meansthe Harrah's Entertainment, Inc. 2004 Equity Incentive Award Plan, the Harrah' s Entertainment, Inc. 1996
Non-Management Director’s Stock Incentive Plan, the Harrah' s Entertainment, Inc. 1990 Stock Option Plan, the Harrah's
Entertainment, Inc. 1990 Restricted Stock Plan, TARSAP Deferral Plan dated July28, 1999, Time Accelerated Restricted Stock Award
Planll (TARSAPII) dated April26, 2000, the Harrah's Entertainment, Inc. 2001 Executive Stock Incentive Plan, the 2001 Broad Based
Stock Incentive Plan and any other plan or arrangement under which Parent grants equity-based awards.

“ Performance Award” means a performance award granted under the Company’s 2004 Long Term Incentive Plan and outstanding
immediately prior to the Effective Time.

A “ person” means any individual, firm, corporation, partnership, company, limited liability company, trust, joint venture, association,
Governmental Entity or other entity.

“RUJ” means arestricted stock unit granted under the Company’s 2004 Long Term Incentive Plan and outstanding immediately prior
to the Effective Time.

A “subsidiary” of any person means ancther person, an amount of the voting securities, other voting ownership or voting
partnership interests of which is sufficient to elect at least amajority of its board of directors or other governing body (or, if there are
no such voting interests, 50% or more of the equity interests of which) isowned directly or indirectly by such first person.

“ Quperior Company Proposal” means any proposal made by athird party to acquire substantially all the equity securities or assets
of the Company, pursuant to atender or exchange offer, amerger, a consolidation, aliquidation or dissolution, a recapitalization, asale
of al or substantially all its assets or otherwise, on terms which the Company Board determinesin good faith, after consultation with
the Company’ s outside legal counsel and financia advisors, (i)to be more favorable from afinancial point of view to the holders of the
Company Common Stock than the Merger, taking into account all the terms and conditions of such proposal and this Agreement
(including any proposal by Parent to amend the terms of the Merger) and the Transactions and (ii)is reasonably likely to be
consummated.

“ Supplemental Retention Unit” means aright granted under the Company’s Supplemental Retention Plan.

“Taxes’ meansany and all taxes, charges, fees, levies, tariffs, duties, liabilities, impositions or other assessments of any kind (together
with any and all interest, penalties, additions to tax and additional amounts imposed with respect thereto) imposed by any Tax
authority or other Governmental Authority, including, without limitation, income, gross receipts, profits, gaming, excise, real or

personal property, environmental, sales, use, value-added, ad valorem, withholding, social security, retirement, employment,
unemployment, workers' compensation, occupation, service, license, net worth, capital stock, payroll, franchise, gains, stamp, transfer
and recording taxes, and shall include any Liability for the Taxes of any other Person under Treasury RegulationSection1.1502-6 (or
any similar provision of state, local, or foreign Law), or as atransferee or successor, by contract, or otherwise.

“Tax Return” means any report, return (including any information return), claim for refund, election, estimated Tax filing or payment,
request for extension, document, declaration or other information or filing required to be supplied to any Governmental Entity with
respect to Taxes, including attachments thereto and amendments thereof.

(b)The following are defined elsewhere in this Agreement, as indicated below:

Agreement Preamble

Alternative Transaction Section6.12(c)

Antitrust Division Section6.03

Break-up Fee Section6.06(b)

Capital Expenditures Amount  Section5.01(g)(ix)

Cash Consideration Section2.01(c)(1)(ii)
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Cash Election

Certificate of Merger
Certificates

Closing

Closing Date

Code

Company

Company Benefit Plans
Company Board
Company By-laws
Company Charter
Company Common Stock
Company Contract
Company Disclosure Letter
Company Stock Option
Company ERISA Affiliate
Company Insiders

Section2.01(c)(1)(ii)
Section1.03
Section2.02(b)
Section1.02
Section1.02
Recitals
Preamble
Section3.10
Section3.04(b)
Section3.01
Section3.01
Recitals
Section3.17
Articlelll
Section6.04(c)
Section3.10
Section6.10

Company Intellectual Property Section3.19

Company Leased Property
Company Multiemployer
Pension Plan

Company Owned Property
Company Participant
Company Pension Plans
Company Property
Company Recommendation
Company SEC Documents
Company Stockholder
Approval

Company Stockholders
Meeting

Company Subsidiaries
Confidentiality Agreement
Consent

Contract

DGCL

Dissenter Rights
Dissenter Shares

Effective Time

Electing Share

Election Date

Employee Stock Purchase
Plan

Environmental Claim
Environmental Laws
Environmental Permits
ERISA

Exchange Act

Exchange Agent

evnrea o RGN vnim [

Section3.15
Section3.11(c)

Section3.15
Section3.10
Section3.11(a)
Section3.15
Section6.01(d)
Section3.06(a)
Section3.04(d)

Section6.01(d)

Section3.01
Section6.02
Section3.05(b)
Section3.05(a)
Section1.01
Section2.01(d)
Section2.01(d)
Section1.03
Section2.01(c)(1)(i)
Section2.03(b)
Section2.04(b)

Section3.18(g)(1)
Section3.18(g)(2)
Section3.18(b)
Section3.11(a)
Section3.05(b)
Section2.02(a)
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Exchange Fund Section2.02(a)
Exchange Ratio Section2.01(c)(1)(i)
Filed Company SEC Articlelll
Documents
Filed Parent SEC Documents ~ ArticlelV
Foreign Competition Laws Section3.05(b)
Form of Election Section2.03(b)
FormS-4 Section3.07
FTC Section6.03(a)
GAAP Section3.06(b)
Governmenta Entity Section3.05(b)
Hazardous Materials Section3.18(g)(3)
HSR Act Section3.05(b)
Intellectual Property Rights ~ Section3.19
Joint Proxy Statement Section6.01(a)
Judgment Section3.05(a)
Lav Section3.05(a)
Maximum Premium Section6.05(b)
Merger Recitals
Merger Consideration Section2.01(c)(2)
Merger Sub Preamble
Newco Section6.12(c)
Newco Subs Section6.12(c)
Non-Electing Share Section2.01(c)(1)(ii)
Outside Date Section8.01(b)(i)
Parent Preamble
Parent Benefit Plans Section4.10
Parent Board Section4.04(b)
Parent By-laws Section4.01
Parent Charter Section4.01
Parent Common Stock Section1.01
Parent Contract Section4.17
Parent Disclosure Letter ArticlelV
Parent ERISA Affiliate Section4.10
Parent Intellectual Property  Section4.19
Parent Leased Property Section4.15
Parent Multiemployer Pension Section4.11(c)
Pan
Parent Owned Property Section4.15
Parent Participant Section4.10
Parent Pension Plans Section4.11(a)
Parent Property Section4.15
Parent Recommendation Section6.01(e)
Parent Rights Section2.01(c)(1)(i)
Parent Rights Agreement Section2.01(c)(1)(i)
Parent SEC Documents Section4.06(a)
Parent Stockholder Approval  Section4.04(c)
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Parent Stockholders Meeting  Section6.01(e)
Parent Subsidiaries Section4.01
Permits Section3.13
Release Section3.18(g)(4)
Representatives Section5.02(a)
SEC Section3.05(b)
Section16 Information Section6.10
Securities Act Section3.06(b)
Share Issuance Section1.01
Shortfal Number Section2.01(e)(3)
Stock Cap Section2.01(e)(2)
Stock Consideration Section2.01(c)(1)(i)
Stock Election Section2.01(c)(1)(i)
Surviving Entity Section1.01
Transactions Section1.01
Transfer Taxes Section6.08
Voting Company Debt Section3.03(a)
Voting Parent Debt Section4.03(a)

SECTION9.04 Interpretation; Disclosure Letters. When areference is made in this Agreement to a Section or Subsection, such
reference shall be to a Section or Subsection of this Agreement unless otherwise indicated. The table of contents and headings
contained in this Agreement are for reference purposes only and shall not affect in any way the meaning or interpretation of this
Agreement. Whenever the words “include,” “includes’ or “including” are used in this Agreement, they shall be deemed to be followed
by the words “without limitation.”

SECTION9.05 Severability. If any term or other provision of this Agreement isinvalid, illegal or incapable of being enforced by any
rule or Law, or public policy, al other conditions and provisions of this Agreement shall nevertheless remain in full force and effect so
long as the economic or legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to
any party. Upon such determination that any term or other provision isinvalid, illegal or incapable of being enforced, the parties hereto
shall negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as closely as possiblein an
acceptable manner to the end that transactions contemplated hereby are fulfilled to the extent possible.

SECTION9.06 Counterparts; Facsimile. This Agreement may be executed in one or more counterparts, all of which shall be
considered one and the same agreement and shall become effective when one or more counterparts have been signed by each of the
parties and delivered to the other parties. Facsimile transmission of any signed original document and/or retransmission of any signed
facsimile transmission will be deemed the same as delivery of an original. At the request of any party, the parties will confirm facsimile
transmission by signing a duplicate original document.

SECTION9.07 Entire Agreement; No Third-Party Beneficiaries. This Agreement (including the documents and instruments relating to
the Merger referred to herein) and the Confidentiality Agreement, taken together with the Company Disclosure L etter and Parent
Disclosure Letter, (a)congtitute the entire agreement and supersede al prior agreements and understandings, whether written or oral,
among the parties with respect to the Merger and (b)except for Section6.05, are not intended to confer upon any person other than the
parties hereto any rights or remedies hereunder. Notwithstanding clause(b) of the immediately preceding sentence, following the
Effective Time the provisions of Articlell shall be enforceable by holders of Certificates.
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SECTION9.08 Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of
Delaware, without regard to the principles of conflicts of laws thereof.

SECTION9.09 Assignment. Neither this Agreement nor any of the rights, interests or obligations under this Agreement shall be
assigned, in whole or in part, by operation of law or otherwise by any of the parties without the prior written consent of the other
parties, except that Merger Sub may assign, in its sole discretion, any of or al itsrights, interests and obligations under this
Agreement to Parent or to any direct or indirect wholly owned subsidiary of Parent, but no such assignment shall relieve Merger Sub
of any of its obligations under this Agreement. Any purported assignment without such consent shall be void. Subject to the
preceding sentences, this Agreement will be binding upon, inure to the benefit of, and be enforceable by, the parties and their
respective successors and assigns.

SECTIONO9.10 Enforcement; Waiver of Jury Trial.

(a)The parties agree that irreparable damage would occur in the event that any of the provisions of this Agreement were not performed
in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the parties shall be entitled to the
fullest extent permitted by Law to an injunction or injunctions to prevent or restrain breaches, violations, defaults or threatened
breaches, violations or defaults of this Agreement and to enforce specifically the terms and provisions of this Agreement in the Court
of Chancery of Delaware in the State of Delaware, this being in addition to any other remedy to which they are entitled at law or in
equity. In addition, each of the parties hereto (a)consents to submit itself to the personal jurisdiction of the state court located in the
State of Delaware, and that the Court of Chancery shall be the exclusive jurisdiction in the event any dispute arises out of this
Agreement or the Merger, (b)agreesthat it will not attempt to deny or defeat such personal jurisdiction by motion or other request for
leave from any such court and (c)agreesthat it will not bring any action relating to this Agreement or the Merger in any court other
than the Court of Chancery of Delaware in the State of Delaware. Each of the parties agrees that afinal non-appeslable judgment in any
action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner
permitted by Law.

(EACH PARTY ACKNOWLEDGESAND AGREESTHAT ANY CONTROVERSY WHICH MAY ARISE UNDER THISAGREEMENT
ISLIKELY TOINVOLVE COMPLICATED AND DIFFICULT ISSUES AND THEREFORE IT HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVESANY RIGHT IT MAY HAVETOA TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY
ORINDIRECTLY ARISING OUT OF OR RELATING TO THISAGREEMENT AND ANY OF THE AGREEMENTSDELIVERED IN
CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY . EACH PARTY CERTIFIESAND
ACKNOWLEDGESTHAT (A)NO REPRESENTATIVE, AGENT ORATTORNEY OF ANY OTHER PARTY HASREPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THEEVENT OF LITIGATION, SEEK TO ENFORCE
EITHER OF SUCH WAIVERS, (B)IT UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS, (O)IT
MAKES SUCH WAIVERSVOLUNTARILY, AND (D)IT HASBEEN INDUCED TOENTERINTO THISAGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONSIN THIS SECTION9.10(b).

SECTION9.11 Mutual Drafting. Each party hereto has participated in the drafting of this Agreement, which each party acknowledges
isthe result of extensive negotiations between the parties.

[SGNATURE PAGE FOLLOWSY
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IN WITNESS WHEREOF, Parent, Merger Sub and the Company have duly executed this Agreement, al as of the date first written
above.

HARRAH'SENTERTAINMENT, INC,,
aDelaware corporation

By: /9 GARY W. LOVEMAN

Name:Gary W. Loveman

Title President and Chief Executive Officer

HARRAH’SOPERATING COMPANY, INC,,
aDelaware corporation

By: /9 GARY W. LOVEMAN

Name:Gary W. Loveman

Titlee President and Chief Executive Officer

CAESARSENTERTAINMENT, INC,,
a Delaware corporation

By: /9 WALLACER. BARR

NameWadlaceR. Barr

Titlee President and Chief Executive Officer

SIGNATURE PAGE TOAGREEMENT AND PLAN OF MERGER
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ANNEX B

duly14, 2004

Board of Directors
Harrah's Entertainment, Inc.

OneHarrah’s Court

LasVegas NV 89119

L adies and Gentlemen:

Deutsche Bank Securities Inc. (“ Deutsche Bank™) has acted as financial advisor to Harrah's Entertainment, Inc. (“Harrah’s’) in
connection with the proposed merger of Harrah's and Caesars Entertainment, Inc. (the “Company”) pursuant to the Agreement and
Plan of Merger, dated as of July14, 2004 by and among Harrah's, Harrah' s Operating Company, Inc., awholly owned subsidiary of
Harrah's (“ Sub™), and the Company (the “Merger Agreement”), which provides, among other things, for the merger of the Company
with and into Sub (the “ Transaction”), as a result of which the Company will become awholly owned subsidiary of Harrah's. As set
forth more fully in the Merger Agreement, as aresult of the Transaction, each share of the Common Stock, par value $0.01per share, of
the Company (“Company Common Stock™) (other than shares held directly or indirectly by Harrah’s or the Company and shares asto
which dissenters' rights have been perfected) will be converted into the right to receive, at the option of the holder (subject to certain
pro-ration procedures), (i)0.3247shares of Harrah's Common Stock, par value $0.10per share (the “ Stock Election Consideration™), or
(ii)$17.75per sharein cash (the “ Cash Election Consideration” and, together with the Stock Election Consideration, the “Merger
Consideration”). The terms and conditions of the Transaction are more fully set forth in the Merger Agreement.

Y ou have requested Deutsche Bank’ s opinion, as investment bankers, asto the fairness, from afinancial point of view, to Harrah's of
the Merger Consideration.

In connection with Deutsche Bank’ srole as financia advisor to Harrah's, and in arriving at its opinion, Deutsche Bank has reviewed
certain publicly available financial and other information concerning the Company and Harrah’ s and certain internal analyses and other
information furnished to it by the Company and Harrah's. Deutsche Bank has also held discussions with members of the senior
managements of the Company and Harrah' s regarding the businesses and prospects of their respective companies and the joint
prospects of acombined company. In addition, Deutsche Bank has (i)reviewed the reported prices and trading activity for Company
Common Stock and Harrah’ s Common Stack, (ii)compared certain financial and stock market information for the Company and Harrah's
with similar information for certain other companies whose securities are publicly traded, (iii)reviewed the financial terms of certain
recent business combinations which it deemed comparable in whole or in part, (iv)reviewed the terms of the Merger Agreement and
certain related documents, and (v)performed such other studies and analyses and considered such other factors as it deemed

appropriate.

Deutsche Bank has not assumed responsibility for independent verification of, and has not independently verified, any information,
whether publicly available or furnished to it, concerning the Company or Harrah’s, including, without limitation, any financia
information, forecasts or projections considered in connection with the rendering of its opinion. Accordingly, for purposes of its
opinion, Deutsche Bank has assumed and relied upon the accuracy and completeness of all such information and Deutsche Bank has
not conducted a physical inspection of any of the properties or assets, and has not

B-1

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

Harrah's Entertainment, Inc.
July14, 2004

Page 2

prepared or obtained any independent evaluation or appraisal of any of the assets or liabilities, of the Company or Harrah's. With
respect to the financial forecasts and projections, including the analyses and forecasts of certain cost savings, operating efficiencies,
revenue effects and other synergies expected by management of Harrah's to be achieved as aresult of the Transaction (collectively,
the “Synergies’), made available to Deutsche Bank and used in its analyses, Deutsche Bank has assumed that they have been
reasonably prepared on bases reflecting the best currently available estimates and judgments of the management of the Company or
Harrah's, as the case may be, as to the matters covered thereby. In rendering its opinion, Deutsche Bank expresses no view as to the
reasonableness of such forecasts and projections, including the Synergies, or the assumptions on which they are based. Deutsche
Bank’s opinion is necessarily based upon economic, market and other conditions asin effect on, and the information made available to
it as of, the date hereof.

For purposes of rendering its opinion, Deutsche Bank has assumed that, in all respects materia to its analysis, the representations and
warranties of Harrah's, Sub and the Company contained in the Merger Agreement are true and correct, Harrah's, Sub and the Company
will each perform all of the covenants and agreements to be performed by it under the Merger Agreement and all conditions to the
obligations of each of Harrah's, Sub and the Company to consummate the Transaction will be satisfied without any waiver thereof.
Deutsche Bank has also assumed that all material governmental, regulatory or other approvals and consents required in connection
with the consummation of the Transaction will be obtained and that in connection with obtaining any necessary governmental,
regulatory or other approvals and consents, or any amendments, modifications or waivers to any agreements, instruments or orders to
which either Harrah's or the Company (or any of their respective affiliates) is a party or is subject or by which it is bound, no
limitations, restrictions or conditions will be imposed or amendments, modifications or waivers made that would have a material
adverse effect on Harrah's or the Company or materially reduce the contemplated benefits of the Transaction to Harrah's. In addition,
you have informed Deutsche Bank, and accordingly for purposes of rendering its opinion Deutsche Bank has assumed, that the
Transaction will be atax-free reorganization to Harrah's.

This opinion is addressed to, and for the use and benefit of, the Board of Directors of Harrah's for the purpose of evaluating the
Transaction and is not a recommendation to the stockholders of Harrah’s to approve the issuance of shares of Harrah’s Common
Stock in the Transaction. This opinion is limited to the fairness, from afinancia point of view, to Harrah's of the Merger Consideration,
and Deutsche Bank expresses no opinion as to the merits of the underlying decision by Harrah’'sto engage in the Transaction. This
opinion does not in any manner address the prices at which shares of Harrah’'s Common Stock will trade after the announcement or
consummation of the Transaction.

Deutsche Bank will be paid afee for its services as financia advisor to Harrah' s in connection with the Transaction, the mgjority of
which is contingent upon consummation of the Transaction. We are an &ffiliate of Deutsche Bank AG (together with its affiliates, the
“DB Group”). One or more members of the DB Group have, from time to time, provided investment banking, commercia banking
(including extension of credit) and other financial servicesto Harrah's and the Company or their affiliates for which it has received
compensation, including (1)the Harrah' s June 2004 $750million 5.50%senior notes offering for which amember of the DB Group acted
as co-manager, (2)the Harrah's June 2004 $2.5hillion revolving credit agreement with respect to which a member of the DB Group was a
managing agent, (3)the Company’s March 2004 $2.0billion credit agreement, for which amember of the DB Group acted asjoint-lead
arranger and joint book-running manager, (4)the Company’s March 2004 $375million floating rate contingent convertible senior notes
offering for which amember of the DB Group acted as joint book-running manager, and (5)other securities offerings by Harrah’s and
the Company with respect to which amember of the DB Group participated in amanaging role. One or more members of the DB Group
have agreed to provide financing to Harrah’ s in connection with the
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Transaction some of which funds are expected to be used to pay off existing loans made by members of the DB Group to the Company
and to Harrah's. In the ordinary course of business, members of the DB Group may actively trade in the securities and other
instruments and obligations of Harrah's and the Company for their own accounts and for the accounts of their customers.

Accordingly, the DB Group may at any time hold along or short position in such securities, instruments and obligations.

Based upon and subject to the foregoing, it is Deutsche Bank’ s opinion as investment bankers that, as of the date hereof, the Merger
Consideration isfair, from afinancia point of view, to Harrah's.

Very truly yours,
/9 Deutsche Bank Securities Inc.
DEUTSCHE BANK SECURITIESINC.
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ANNEX C
[LETTERHEAD OF UBSSECURITIESLLC]
July14, 2004

Board of Directors
Caesars Entertainment, Inc.

3930Howard Hughes Parkway

LasVegas, Nevada 89109

Members of the Board:

We understand that Caesars Entertainment, Inc., a Delaware corporation (“Caesars’ or the “Company”), is considering a transaction
(the“Transaction”) whereby Harrah's Entertainment, Inc., a Delaware corporation (“Parent”), will acquire the Company. Pursuant to
the terms of an Agreement and Plan of Merger, to be dated as of July14, 2004 (the “Merger Agreement”), among the Company, Parent
and a Delaware corporation (*Merger Sub”) which is awholly owned subsidiary of Parent, among other things, (i)the Company will
merge with and into Merger Sub (the “Merger”) and (ii)in connection with the Merger, each issued and outstanding share of common
stock, par value $0.01per share (the “Company Common Stock”), of the Company (cother than Dissenter Shares (as defined in the
Merger Agreement) and shares, if any, owned by the Company, Merger Sub or Parent) will be converted into the right to receive, at the
election of the holder thereof and subject to certain proration provisions contained in the Merger Agreement, either (A)$17.75 in cash,
without interest (the “Cash Consideration™) or (B)0.3247 shares of common stock, par value $0.10per share (the “ Parent Common
Stock™), of Parent (the “ Stock Consideration”), including the associated special stock purchase rights issued pursuant to the Rights
Agreement, dated as of October6, 1996, between Parent and the Bank of New Y ork, as Rights Agent. The Cash Consideration and the
Stock Consideration, together with any cash payable pursuant to the Merger Agreement in lieu of fractional shares of Parent Common
Stock, are referred to herein as the “Merger Consideration”. The terms and conditions of the Transaction are more fully set forth in the
Merger Agreement.

Y ou have requested our opinion as to the fairness from afinancial point of view to the holders of Company Common Stock of the
aggregate Merger Consideration to be received by such holdersin the Merger.

UBS Securities LLC (*UBS") has acted as financia advisor to the Board of Directors of the Company and the Company in connection
with the Transaction and will receive afee for its services, a significant portion of which is contingent upon consummation of the
Transaction and a portion of which is payable in connection with this opinion. In the past, UBS and its predecessors may have
provided investment banking services to the Company, Parent and their respective affiliates and received customary compensation for
the rendering of such services. In the ordinary course of business, UBS, its successors and affiliates may trade or have traded
securities of the Company, Parent and their respective affiliates for their own accounts and the accounts of their customers and,
accordingly, may at any time hold along or short position in such securities.

Our opinion does not address the relative merits of the Transaction as compared to other business strategies or transactions that
might be available with respect to the Company or the Company’ s underlying business decision to effect the Transaction or constitute
arecommendation to any stockholder of the Company as to how such stockholder should vote with respect to the Transaction or as to
such stockholder’ s election regarding the form of the Merger Consideration. In addition, we have not specifically analyzed the impact
on any individual stockholder of the Company as to such stockholder’s election regarding the form of Merger Consideration to be
received pursuant to the Merger Agreement. At your direction, we have not been asked to, nor do we, offer any opinion asto the
materia terms of the Merger Agreement or the form of the Transaction, except as expressly set forth herein. We express no opinion as
to what the value of Parent Common Stock will be when issued pursuant to the Merger or the prices at
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which it will trade in the future. In rendering this opinion, we have assumed, with your consent, that the final executed form of the
Merger Agreement does not differ in any material respect from the draft, dated July14, 2004, that we have examined, and that Parent,
Merger Sub and the Company will comply with all the material terms of the Merger Agreement. In connection with our engagement by
the Company, we have not been authorized to and have not solicited indications of interest in a business combination with the
Company from any party.

In arriving at our opinion, we have, among other things: (i)reviewed certain publicly available business and historical financia
information relating to the Company and Parent, (ii)reviewed certain internal financia information and other data relating to the
business and financial prospects of the Company, including estimates and financial forecasts prepared by management of the
Company, that were provided to us by the Company and not publicly available, (iii)reviewed certain internal financial information and
other data relating to the business and financial prospects of Parent, including estimates and financial forecasts prepared by Parent
and not publicly available, (iv)conducted discussions with members of the senior management of the Company and Parent concerning
the business and financia prospects of the Company and Parent, (v)reviewed publicly available financial and stock market data with
respect to certain other companiesin lines of business we believe to be generally comparable to those of Parent and the Company,
(vi)compared the financial terms of the Transaction with the publicly available financia terms of certain other transactions which we
believe to be generally relevant, (vii)considered certain pro forma effects of the Transaction on Parent’ s financial statements and
reviewed certain estimates of synergies prepared by the managements of Parent and the Company, (viii)reviewed drafts of the Merger
Agreement, and (ix)conducted such other financial studies, analyses, and investigations, and considered such other information as we
deemed necessary or appropriate.

In connection with our review, with your consent, we have not assumed any responsibility for independent verification for any of the
information reviewed by us for the purpose of this opinion and have, with your consent, relied on such information being complete
and accurate in al material respects. In addition, at your direction, we have not made any independent evaluation or appraisal of any of
the assets or liabilities (contingent or otherwise) of the Company or Parent, nor have we been furnished with any such evaluation or
appraisal. With respect to the financial forecasts, estimates, pro forma effects and calculations of synergies referred to above, we have
assumed, at your direction, that they have been reasonably prepared on a basis reflecting the best currently available estimates and
judgments of the management of each company as to the future performance of their respective companies. In addition, we have
assumed with your approval that the future financial results referred to above will be achieved at the times and in the amounts
projected by management. We have also assumed, with your consent, that the Transaction will qualify as a tax-free reorganization for
U.S.federal income tax purposes. We have also assumed that all governmental, regulatory or other consents and approvals necessary
for the consummation of the Transaction will be obtained without any material adverse effect on the Company and/ or Parent and the
Transaction. Our opinion is necessarily based on economic, monetary, market and other conditions as in effect on, and the information
made available to us as of, the date hereof.

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the aggregate Merger Consideration to be
received by the holders of Company Common Stock in the Merger isfair, from afinancial point of view, to such holders.

Very truly yours,
UBSSECURITIESLLC
/s 1AN PEREIRA /s ALAN FELDER
lan Pereira Alan Felder
Managing Director Director
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ANNEX D

FORM OF
CERTIFICATE OF AMENDMENT

OF
CERTIFICATE OF INCORPORATION
OF
HARRAH'SENTERTAINMENT, INC.
Harrah's Entertainment, Inc., a corporation duly organized and existing under and by virtue of the General Corporation Law of the
State of Delaware (the “Corporation”), does hereby certify that:

1.ParagraphA of ArticleFOURTH of the Certificate of Incorporation of the Corporation is hereby amended in its entirety to read as
follows:

“A.Thetotal number of shares which the Corporation shall have authority to issueis 725,150,000, consisting of 720,000,000 shares of
Common Stock, par value $.10 per share (the “Common Stock™), 150,000 shares of Preferred Stock, par value $100.00 per share (the
“Preferred Stock™), and 5,000,000 shares of Special Stock, par vaue $1.125 per share (the “ Special Stock”).”

2.The foregoing amendment to the Certificate of Incorporation of the Corporation herein certified has been duly authorized and
adopted in accordance with the provisions of Section242 of the General Corporation Law of the State of Delaware.

[SSGNATURE PAGE FOLLOWSY]

D-1

peret ey S samias 0 2005, EDGAR Online, I nc.




Tableof Contents
IN WITNESS WHEREOF, the undersigned has executed this Certificate of Amendment of Certificate of Incorporation on , 2004.

HARRAH’' SENTERTAINMENT, INC,,
aDelaware corporation

By:

Stephen H. Brammell
Senior Vice President, General Counsel and Corporate Secretary
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ANNEXE

GENERAL CORPORATION LAW OF THE STATE OF DELAWARE
SECTION262. Appraisal Rights.

(a)Any stockholder of a corporation of this State who holds shares of stock on the date of the making of a demand pursuant to
subsection(d)of this section with respect to such shares, who continuously holds such shares through the effective date of the merger
or consolidation, who has otherwise complied with subsection(d)of this section and who has neither voted in favor of the merger or
consolidation nor consented thereto in writing pursuant to 228 of thistitle shall be entitled to an appraisal by the Court of Chancery of
the fair value of the stockholder’s shares of stock under the circumstances described in subsections (b)and (c)of this section. As used
in this section, the word “ stockholder” means a holder of record of stock in a stock corporation and also a member of record of a
nonstock corporation; the words “stock” and “share” mean and include what is ordinarily meant by those words and also membership
or membership interest of amember of a nonstock corporation; and the words “ depository receipt” mean areceipt or other instrument
issued by a depository representing an interest in one or more shares, or fractions thereof, solely of stock of a corporation, which
stock is deposited with the depository.

(b)Appraisal rights shall be available for the shares of any class or series of stock of a constituent corporation in a merger or
consolidation to be effected pursuant to 251 (other than a merger effected pursuant to 251(g) of thistitle), 252, 254, 257, 258, 263 or 264
of thistitle:

(1)Provided, however, that no appraisal rights under this section shall be available for the shares of any class or series of stock,
which stock, or depository receipts in respect thereof, at the record date fixed to determine the stockholders entitled to receive
notice of and to vote at the meeting of stockholders to act upon the agreement of merger or consolidation, were either (i)listed on
anational securities exchange or designated as a national market system security on an interdealer quotation system by the
National Association of Securities Dealers, Inc. or (ii)held of record by more than 2,000 holders; and further provided that no
appraisal rights shall be available for any shares of stock of the constituent corporation surviving a merger if the merger did not
require for its approval the vote of the stockholders of the surviving corporation as provided in subsection(f)of 251 of thistitle.

(2)Notwithstanding paragraph(1)of this subsection, appraisal rights under this section shall be available for the shares of any
class or series of stock of a constituent corporation if the holders thereof are required by the terms of an agreement of merger or
consolidation pursuant to 251, 252, 254, 257, 258, 263 and 264 of thistitle to accept for such stock anything except:

a.Shares of stock of the corporation surviving or resulting from such merger or consolidation, or depository receiptsin respect
thereof;

b.Shares of stock of any other corporation, or depository receipts in respect thereof, which shares of stock (or depository
receipts in respect thereof) or depository receipts at the effective date of the merger or consolidation will be either listed on a
national securities exchange or designated as a national market system security on an interdealer quotation system by the
National Association of Securities Dealers, Inc. or held of record by more than 2,000 holders;

c.Cashinlieu of fractional shares or fractional depository receipts described in the foregoing subparagraphs a. and b. of this
paragraph;or

d.Any combination of the shares of stock, depository receipts and cash in lieu of fractional shares or fractional depository
receipts described in the foregoing subparagraphs a., b. and c. of this paragraph.
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(3)Inthe event all of the stock of a subsidiary Delaware corporation party to a merger effected under 253 of thistitleis not owned
by the parent corporation immediately prior to the merger, appraisal rights shall be available for the shares of the subsidiary
Delaware corporation.

(c)Any corporation may providein its certificate of incorporation that appraisal rights under this section shall be available for the
shares of any class or series of its stock as aresult of an amendment to its certificate of incorporation, any merger or consolidation in
which the corporation is a constituent corporation or the sale of all or substantially all of the assets of the corporation. If the certificate
of incorporation contains such a provision, the procedures of this section, including those set forth in subsections (d)and (e)of this
section, shall apply as nearly asis practicable.

(d)Appraisal rights shall be perfected asfollows:

(DI aproposed merger or consolidation for which appraisal rights are provided under this section isto be submitted for
approval at ameeting of stockholders, the corporation, not less than 20days prior to the meeting, shall notify each of its
stockholders who was such on the record date for such meeting with respect to shares for which appraisal rights are available
pursuant to subsection(b)or (c)hereof that appraisal rights are available for any or al of the shares of the constituent
corporations, and shall include in such notice a copy of this section. Each stockholder electing to demand the appraisal of such
stockholder’ s shares shall deliver to the corporation, before the taking of the vote on the merger or consolidation, awritten
demand for appraisal of such stockholder’ s shares. Such demand will be sufficient if it reasonably informs the corporation of the
identity of the stockholder and that the stockholder intends thereby to demand the appraisal of such stockholder’s shares. A
proxy or vote against the merger or consolidation shall not constitute such ademand. A stockholder electing to take such action
must do so by a separate written demand as herein provided. Within 10days after the effective date of such merger or
consolidation, the surviving or resulting corporation shall notify each stockholder of each constituent corporation who has
complied with this subsection and has not voted in favor of or consented to the merger or consolidation of the date that the
merger or consolidation has become effective;or

(2)If the merger or consolidation was approved pursuant to 228 or 253 of thistitle, then either a constituent corporation before
the effective date of the merger or consolidation or the surviving or resulting corporation within 10days thereafter shall notify
each of the holders of any class or series of stock of such constituent corporation who are entitled to appraisal rights of the
approval of the merger or consolidation and that appraisal rights are available for any or all shares of such class or series of stock
of such constituent corporation, and shall include in such notice a copy of this section. Such notice may, and, if given on or after
the effective date of the merger or consolidation, shall, also notify such stockholders of the effective date of the merger or
consolidation. Any stockholder entitled to appraisal rights may, within 20days after the date of mailing of such notice, demand in
writing from the surviving or resulting corporation the appraisal of such holder’s shares. Such demand will be sufficient if it
reasonably informs the corporation of the identity of the stockholder and that the stockholder intends thereby to demand the
appraisal of such holder’ s shares. If such notice did not notify stockholders of the effective date of the merger or consolidation,
either (i)each such constituent corporation shall send a second notice before the effective date of the merger or consolidation
notifying each of the holders of any class or series of stock of such constituent corporation that are entitled to appraisal rights of
the effective date of the merger or consolidation or (ii)the surviving or resulting corporation shall send such a second notice to all
such holders on or within 10days after such effective date; provided, however, that if such second notice is sent more than
20days following the sending of the first notice, such second notice need only be sent to each stockholder who is entitled to
appraisal rights and who has demanded appraisal of such holder’s shares in accordance with this subsection. An affidavit of the
secretary or assistant secretary or of the transfer agent of the corporation that is required to give either notice that such notice
has been given shall, in the absence of fraud, be primafacie evidence of the facts stated therein. For purposes of determining the
stockholders entitled to receive either notice, each constituent corporation may fix, in advance, arecord date that shall be not
more than 10days prior to the date the notice is given,
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provided, that if the noticeis given on or after the effective date of the merger or consolidation, the record date shall be such
effective date. If no record date is fixed and the notice is given prior to the effective date, the record date shall be the close of
business on the day next preceding the day on which the notice is given.

(e)Within 120days after the effective date of the merger or consolidation, the surviving or resulting corporation or any stockholder
who has complied with subsections (a)and (d)hereof and who is otherwise entitled to appraisal rights, may file a petition in the Court of
Chancery demanding a determination of the value of the stock of all such stockholders. Notwithstanding the foregoing, at any time
within 60days after the effective date of the merger or consolidation, any stockholder shall have the right to withdraw such
stockholder’s demand for appraisal and to accept the terms offered upon the merger or consolidation. Within 120days after the
effective date of the merger or consolidation, any stockholder who has complied with the requirements of subsections (a)and
(d)hereof, upon written request, shall be entitled to receive from the corporation surviving the merger or resulting from the
consolidation a statement setting forth the aggregate number of shares not voted in favor of the merger or consolidation and with
respect to which demands for appraisal have been received and the aggregate number of holders of such shares. Such written
statement shall be mailed to the stockholder within 10days after such stockholder’ s written request for such a statement is received by
the surviving or resulting corporation or within 10days after expiration of the period for delivery of demands for appraisal under
subsection(d) hereof, whichever islater.

(fHlUpon the filing of any such petition by a stockholder, service of a copy thereof shall be made upon the surviving or resulting
corporation, which shall within 20days after such servicefilein the office of the Register in Chancery in which the petition wasfiled a
duly verified list containing the names and addresses of all stockholders who have demanded payment for their shares and with whom
agreements as to the value of their shares have not been reached by the surviving or resulting corporation. If the petition shall be filed
by the surviving or resulting corporation, the petition shall be accompanied by such aduly verified list. The Register in Chancery, if so
ordered by the Court, shall give notice of the time and place fixed for the hearing of such petition by registered or certified mail to the
surviving or resulting corporation and to the stockholders shown on the list at the addresses therein stated. Such notice shall also be
given by 1 or more publications at least 1week before the day of the hearing, in a newspaper of general circulation published in the City
of Wilmington, Delaware or such publication as the Court deems advisable. The forms of the notices by mail and by publication shall
be approved by the Court, and the costs thereof shall be borne by the surviving or resulting corporation.

(g)At the hearing on such petition, the Court shall determine the stockholders who have complied with this section and who have
become entitled to appraisal rights. The Court may require the stockholders who have demanded an appraisal for their shares and who
hold stock represented by certificates to submit their certificates of stock to the Register in Chancery for notation thereon of the
pendency of the appraisal proceedings; and if any stockholder fails to comply with such direction, the Court may dismissthe
proceedings as to such stockholder.

(h)After determining the stockholders entitled to an appraisal, the Court shall appraise the shares, determining their fair value
exclusive of any element of value arising from the accomplishment or expectation of the merger or consolidation, together with afair
rate of interest, if any, to be paid upon the amount determined to be the fair value. In determining such fair value, the Court shall take
into account all relevant factors. In determining the fair rate of interest, the Court may consider all relevant factors, including the rate of
interest which the surviving or resulting corporation would have had to pay to borrow money during the pendency of the proceeding.
Upon application by the surviving or resulting corporation or by any stockholder entitled to participate in the appraisal proceeding,
the Court may, in its discretion, permit discovery or other pretrial proceedings and may proceed to trial upon the appraisal prior to the
final determination of the stockholder entitled to an appraisal. Any stockholder whose name appears on the list filed by the surviving
or resulting corporation pursuant to subsection(f) of this section and who has submitted such stockholder’ s certificates of stock to the
Register in Chancery, if such isrequired, may
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participate fully in al proceedings until it isfinally determined that such stockholder is not entitled to appraisal rights under this
section.

() The Court shall direct the payment of the fair value of the shares, together with interest, if any, by the surviving or resulting
corporation to the stockholders entitled thereto. Interest may be simple or compound, as the Court may direct. Payment shall be so
made to each such stockholder, in the case of holders of uncertificated stock forthwith, and the case of holders of shares represented
by certificates upon the surrender to the corporation of the certificates representing such stock. The Court’ s decree may be enforced
as other decreesin the Court of Chancery may be enforced, whether such surviving or resulting corporation be a corporation of this
State or of any state.

(1) The costs of the proceeding may be determined by the Court and taxed upon the parties as the Court deems equitable in the
circumstances. Upon application of a stockholder, the Court may order all or aportion of the expenses incurred by any stockholder in
connection with the appraisal proceeding, including, without limitation, reasonable attorney’ s fees and the fees and expenses of
experts, to be charged pro rata against the value of al the shares entitled to an appraisal.

(k)From and after the effective date of the merger or consolidation, no stockholder who has demanded appraisal rights as provided in
subsection(d)of this section shall be entitled to vote such stock for any purpose or to receive payment of dividends or other
distributions on the stock (except dividends or other distributions payable to stockholders of record at a date which is prior to the
effective date of the merger or consolidation); provided, however, that if no petition for an appraisal shall be filed within thetime
provided in subsection(e)of this section, or if such stockholder shall deliver to the surviving or resulting corporation a written
withdrawal of such stockholder’s demand for an appraisal and an acceptance of the merger or consolidation, either within 60days after
the effective date of the merger or consolidation as provided in subsection(e)of this section or thereafter with the written approval of
the corporation, then the right of such stockholder to an appraisal shall cease. Notwithstanding the foregoing, no appraisal proceeding
in the Court of Chancery shall be dismissed as to any stockholder without the approval of the Court, and such approval may be
conditioned upon such terms as the Court deems just.

(DThe shares of the surviving or resulting corporation to which the shares of such objecting stockholders would have been converted
had they assented to the merger or consolidation shall have the status of authorized and unissued shares of the surviving or resulting
corporation.
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PARTII
INFORMATION NOT REQUIRED IN PROSPECTUS
Item20. | ndemnification of Directors and Officers

Section145 of the DGCL empowers Harrah's to indemnify, subject to the standards set forth therein, any person who is a party in any
action in connection with any action, suit or proceeding brought or threatened by reason of the fact that the person was a director,
officer, employee or agent of such company, or is or was serving as such with respect to another entity at the request of such
company. The DGCL also provides that Harrah’s may purchase insurance on behalf of any of their respective directors, officers,
employees or agents.

ArticleTenth of the Certificate of Incorporation of Harrah's provides for indemnification of the officers and directors of Harrah’sto the
full extent permitted by the DGCL.

Harrah's has entered into indemnification agreements with its directors, executive officers and certain other officers. Generally, the
indemnification agreements provide that Harrah’swill indemnify such persons against any and all expenses, judgments, fines,
penalties and amounts paid in settlement (including all interest, assessments and other charges paid or payable in connection with or
in respect to such expenses, judgments, fines, penalties or amounts paid in settlement) of any Claim by reason of (or arising in part out
of) an Indemnifiable Event. “Claim” is defined as any threatened, pending or completed action, suit or proceeding or any inquiry or
investigation, whether conducted by Harrah's or any other party, that the indemnitee in good faith believes might lead to the
institution of any such action, suit or proceeding, whether civil, criminal, administrative, investigative or other. “Indemnifiable Event”
is defined as any event or occurrence related to the fact that indemnitee is or was a director, officer, employee, trustee, agent or
fiduciary of Harrah's, or is or was serving at the request of Harrah's or a director, officer, employee, trustee, agent or fiduciary of
another corporation, partnership, joint venture, employee benefit plan, trust or other enterprise, or by reason of anything done or not
done by indemnitee in any such capacity. The obligations of Harrah’s shall be subject to the condition that the reviewing party (as
defined) shall not have determined (in awritten opinion, in any case in which special, independent counsel isinvolved) that indemnitee
would not be permitted to be indemnified under applicable law. The obligation of Harrah's to make an expense advance shall be subject
to the condition that, if, when and to the extent that the reviewing party determines that indemnitee would not be permitted to be so
indemnified under applicable law, Harrah's shall be entitled to be reimbursed by indemnitee (who has agreed to reimburse Harrah's, for
any amounts theretofore paid; provided, that if indemnitee has commenced legal proceedingsin a court of competent jurisdiction to
secure a determination that indemnitee should be indemnified under applicable law, any determination made by the reviewing party
that indemnitee would not be permitted to be indemnified under applicable law shall not be binding and indemnitee shall not be
required to reimburse Harrah' s for any expense advance until afinal judicial determination is made with respect thereto asto which all
rights of appeal therefrom have been exhausted or lapsed).

Harrah's carries insurance policies which cover itsindividua directors and officersfor legal liability and which would pay on Harrah's
behalf for expenses of indemnifying directors and officers in accordance with Harrah' s Certificate of Incorporation.

Section102(b)(7) of the DGCL enables a Delaware corporation to providein its certificate of incorporation for the elimination or
limitation of the personal liability of adirector to the corporation or its stockholders for monetary damages for breach of fiduciary duty
as adirector. However, no provision can diminate or limit adirector’ s lighility:

<or any breach of the director’s duty of loyalty to the corporation or its stockholders;

or acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;
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«under Section174 of the DGCL, which imposes liability on directors for unlawful payment of dividends or unlawful stock
purchase or redemption;or
or any transaction from which the director derived an improper personal benefit.

ArticleThirteenth of the Harrah's certificate of incorporation eliminates the liability of adirector of Harrah'sto Harrah's or its
stockholders for monetary damages for breach of fiduciary duty as adirector to the full extent permitted by the DGCL.

Item21. Exhibits and Financial Statement Schedules

(8)See Exhibitindex.

[tem22. Undertakings

The undersigned Registrant hereby undertakes:

(1) Tofile, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(To include any prospectus required by Section10(a)(3) of the Securities Act of 1933;

(ii)To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set
forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the
total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or high end of
the estimated maximum offering range may be reflected in the form of prospectus filed with the Commission pursuant to
Rule424(b) if, in the aggregate, the changesin volume and price represent no more than a 20% change in the maximum aggregate
offering price set forth in the Calculation of Registration Fee table in the effective registration statement;

(il To include any materia information with respect to the plan of distribution not previously disclosed in the registration
statement or any material change to such information in the registration statement;

Provided, however , that paragraphs (1)(i) and (1)(ii) above do not apply if the registration statement is on FormS-3 or FormS-8 or
FormF-3, and the information required to be included in a post-effective amendment by those paragraphsis contained in periodic
reports filed with or furnished to the Commission by the registrants pursuant to Section13 or Section15(d) of the Securities Exchange
Act of 1934 that are incorporated by reference in the registration statement.

(2)That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall
be deemed to be the initial bona fide offering thereof.

(3)To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at
the termination of the offering.

(4)That prior to any public reoffering of the securities registered hereunder through use of a prospectus which is a part of this
registration statement, by any person or party who is deemed to be an underwriter within the meaning of Rule145(c), the issuer
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(5)That every prospectus (i)that is filed pursuant to paragraph(4)immediately preceding, or (ii)that purports to meet the requirements
of section10(a)(3) of the Securities Act of 1933 (the “Act”), and is used in connection with an offering of securities subject to Rule415,
will befiled as a part of an amendment to the registration statement and will not be used until such amendment is effective, and that, for
purposes of determining any liability under the Act, each such post-effective amendment shall be deemed to be a new Registration
Statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be theinitial bona
fide offering thereof.

(6)That, for purposes of determining any liability under the Act, each filing of the Registrant’s annual report pursuant to Section13(a)
or Section15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an employee benefit plan’s annual report
pursuant to Section15(d) of the Securities Exchange Act of 1934) that isincorporated by reference in the Registration Statement shall
be deemed to be a new Registration Statement relating to the securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

(7)To deliver or cause to be delivered with the prospectus, to each person to whom the prospectusis sent or given, the latest annual
report, to security holders that is incorporated by reference in the prospectus and furnished pursuant to and meeting the requirements
of Rulelda-3 or Rulel4c-3 under the Securities Exchange Act of 1934; and whereinterim financia information required to be presented
by Article3 of RegulationS-X is not set forth in the prospectus, to deliver, or cause to be delivered to each person to whom the
prospectus is sent or given, the latest quarterly report that is specifically incorporated by reference in the prospectus to provide such
interim financial information.

(8)That, insofar asindemnification for liabilities arising under the Act may be permitted to directors, officers and controlling persons of
the Registrant pursuant to the foregoing provisions hereof, or otherwise, the Registrant has been advised that in the opinion of the
Securities and Exchange Commission such indemnification is against public policy as expressed in the Act and is, therefore,
unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the Registrant of
expenses incurred or paid by adirector, officer or controlling person of the Registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered, the Registrant
will, unlessin the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such indemnification by it is against public policy as expressed in the Act and will be governed by
the final adjudication of such issue.

(9)To respond to requests for information that isincorporated by reference into the prospectus pursuant to Items4, 10(b), 11 or 13 of
this form, within one business day of receipt of such request, and to send the incorporated documents by first class mail or other
equally prompt means. This includes information contained in documents filed subsequent to the effective date of the Registration
Statement through the date of responding to the request.

(10)To supply by means of a post-effective amendment all information concerning a transaction, and the company being acquired
involved therein, that was not the subject of and included in the Registration Statement when it became effective.

-3
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Pursuant to the requirements of the Securities Act of 1933, as amended, Harrah' s Entertainment, Inc. has duly caused this Amendment
No.3 to its Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized at Las Vegas, Nevada, on
January24, 2005.

HARRAH'SENTERTAINMENT, INC.

By: /9 CHARLESL. ATWOOD

CharlesL. Atwood
Senior Vice President and
Chief Financial Officer

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated:

Signature Title Date
* Director January24, 2005
BarbaraT. Alexander
* Director January24, 2005
Frank J. Biondi,Jr.

* Director January24, 2005

Joe M. Henson
* Director January24, 2005

Ralph Horn
* Chairman, Chief Executive Officer and President January24, 2005
Gary W. Loveman

* Director January24, 2005

R. Brad Martin
* Director January24, 2005

Gary G. Michad
* Director January24, 2005

Robert G. Miller
* Director January24, 2005

Boake A. Sdls

-4
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Signature Title Date
* Director January24, 2005
Christopher J. Williams
* Vice President, Controller and Chief Accounting Officer January24, 2005
Anthony D. McDuffie
*By: /9 STEPHEN H.
BRAMMELL
Stephen H. Bramméll
Attorney-in-fact
115
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Exhibit
Number

21

EXHIBIT INDEX

ExhibitDescription
Stock Purchase Agreement, dated as of September10, 2003, by and among Harrah's, Horseshoe, and each of the stockholders
of Horseshoe (Incorporated by reference to the exhibit filed with Harrah’ s Current Report on Form8-K, filed September17,
2003)
Amendment No.1 to Stock Purchase Agreement, dated June25, 2004, by and between Harrah's Operating Company,
Horseshoe and Jack B. Binion (as Sellers' Representative). (Incorporated by reference to the exhibit filed with Harrah's
Current Report on Form8-K filed July16, 2004)
Partnershiplnterest Purchase Agreement, dated as of January20, 2004, by and among Harrah's Shreveport/ Bossier City
Investment Company, LLC, Harrah’s Bossier City Investment Company, LLC Red River Entertainment of Shreveport
Partnership in Commendam, Boyd Shreveport, L.L.C., Boyd Red River, L.L.C., and Boyd Gaming Corporation. (Incorporated by
reference to the exhibit filed with Harrah's Current Report on Form8-K, filed January23, 2004.)
Agreement and Plan of Merger, dated as of July14, 2004, by and among Harrah's, Harrah' s Operating Company and Caesars
(Included as AnnexA to the joint proxy statement/ prospectus filed as part of this registration statement.)
Asset Purchase Agreement, dated as of September27, 2004, by and among Showboat Marina Casino Partnership, Tunica
Partnersl| L.P., GNOC Corporation, Bally’s Olympia Limited Partnership, Bally’s Park Place, Inc., Land Ventures Redlty, LLC
and Resorts International Holdings, LL C. (Incorporated by reference to the exhibit filed with Harrah’s Current Report on
Form8-K, filed September27, 2004.)
Certificate of Incorporation of The Promus Companies Incorporated; Certificate of Amendment of Certificate of Incorporation
of The Promus Companies Incorporated dated April29, 1994; Certificate of Amendment of Certificate of Incorporation of The
Promus Companies Incorporated dated May26, 1995; and Certificate of Amendment of Certificate of Incorporation of The
Promus Companies Incorporated dated June30, 1995, changing its name to Harrah's. (Incorporated by reference to the exhibit
filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 1995.)
Bylaws of Harrah's, as amended November12, 2002. (Incorporated by reference to the exhibit filed with Harrah’s Annual
Report on Form10-K for thefiscal year ended December31, 2002.)
Rights Agreement, dated as of October5, 1996, between Harrah's and The Bank of New Y ork, which includes the form of
Certificate of Designations of SeriesA Specia Stock of Harrah's as ExhibitA, the form of Right Certificate as ExhibitB and the
Summary of Rightsto Purchase Special Shares as ExhibitC. (Incorporated by reference to the exhibit filed with Harrah's
Current Report on Form8-K,, filed August9, 1996.)
First Amendment, dated as of February21, 1997, to Rights Agreement between Harrah’s and The Bank of New Y ork.
(Incorporated by reference to the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended
December31, 1996.)
Second Amendment, dated as of April25, 1997, to Rights Agreement, dated as of October25, 1996, between Harrah’sand The
Bank of New Y ork. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter
ended March31, 1997.)
L etter to Stockholders dated July23, 1997 regarding Summary of Rights To Purchase Special Shares As Amended Through
April25, 1997. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended
June30, 1997.)
Certificate of Elimination of SeriesB Special Stock of Harrah's, dated February21, 1997. (Incorporated by reference to the
exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended December31, 1996.)
Certificate of Designations of SeriesA Special Stock of Harrah's, dated February21, 1997. (Incorporated by reference to the
exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended December31, 1996.)
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Exhibit
Number

4

**5

10

10.

NP P

7

10

A1

A3

J4
15

ExhibitDescription
Indenture, dated as of December9, 1998, among Harrah's Operating Company as | ssuer, Harrah's, as Guarantor and IBJ
Schroder Bank Trust Company, as Trustee relating to the 7 7/8%Senior Subordinated Notes Due 2005. (Incorporated by
reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended December31, 1998.)
Indenture, dated as of December18, 1998, among Harrah's Operating Company, as obligor, Harrah's, as Guarantor, and
IBJ Schroder Bank Trust Company, as Trustee relating to the 7 1/2%Senior Notes Due 2009. (Incorporated by referenceto
the exhibit filed with the Registration Statement on FormS-3 of Harrah’s and Harrah' s Operating Company, File
N0.333-69263, filed December18, 1998.)
Indenture, dated as of January29, 2001, between Harrah’ s Operating Company, as Issuer, Harrah's, as Guarantor, and
Bank One Trust Company, N.A., as Trustee, relating to the 8.0%Senior Notes Due 2011. (Incorporated by reference to the
exhibit filed with Harrah’s Annua Report on Form10-K for the fiscal year ended December31, 2000.)
Indenture, dated as of Junel4, 2001, between Harrah's Operating Company, as Issuer, Harrah's, as Guarantor, and Firstar
Bank, N.A., as Trustee, relating to the 7 1/8%Senior Notes due 2007. (Incorporated by reference to the exhibit filed with
the Registration Statement on FormS-4 of Harrah's and Harrah' s Operating Company, Inc., File No.333-68360, filed
August24, 2001.)
Indenture, dated as of December11, 2003, between Harrah's Operating Company, as Issuer, Harrah's, as Guarantor, and
U.S.Bank National Association, as Trustee, relating to the 5.375%Senior Notes due 2013. (Incorporated by reference to
the exhihit filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 2003.)
Registration Rights Agreement dated December11, 2003 among Harrah's Operating Company, Harrah's, as Guarantor,
and Citigroup Globa MarketsInc., asInitial Purchaser, relating to the 5.375%Senior Notes due 2013. (Incorporated by
reference to the exhibit filed with Harrah’' s Annual Report on Form10-K for the fiscal year ended December31, 2003.)
Indenture, dated as of June25, 2004, between Harrah's Operating Company, as | ssuer, Harrah's, as Guarantor, and
U.S.Bank National Association, as Trustee, relating to the 5.50%Senior Notes due 2010. (Incorporated by referenceto the
exhibit filed with Harrah’ s Quarterly Report on Form10-Q for the quarter ended June30, 2004.)
Form of Exchange Note (included in Exhibit4.13)
Registration Rights Agreement dated June25, 2004 among Harrah' s Operating Company, Harrah's, as Guarantor, and
J.P.Morgan Securities, Inc., as representative of Initial Purchasers, relating to the 5.50%Senior Notes due 2010.
(Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30,
2004.)
Opinion of Latham Watkins LLP regarding the validity of the securities.
Opinion of Latham Watkins LLP asto tax matters.
Opinion of Skadden, Arps, Slate, Meagher Flom LLP asto tax matters.
Credit Agreement dated as of April23, 2003, anong Harrah's, as Guarantor, Harrah's Operating Company, as Borrower,
The Lenders, Syndication Agent, Documentation Agents and Co-Documentation Agents named therein, and Bank of
America, N.A., as Administrative Agent, Banc of America Securities LLC and Wells Fargo Bank, N.A., Joint Lead
Arrangers and Joint Book Managers. (Incorporated by reference to the exhibit filed with Harrah's Current Report on
Form8-K, filed May2, 2003.)
Purchase Agreement, dated June22, 2004, among Harrah's Operating Company, Harrah's, as Guarantor, and J.P.Morgan
Securities Inc., as representative of Initial Purchasers relating to the 5.50%Senior Notes due 2010. (Incorporated by
reference to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended June30, 2004.)
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Exhibit
Number

10

10.

10.

10.

10 .

10.

10.

10

10

10.

10

10

10

10

10

3

10

A1

13

14

15

16

17

ExhibitDescription
Issuing and Paying Agent Agreement, dated as of May19, 2000, among Harrah' s Operating Company, as I ssuer, Harrah's,
as Guarantor, and Bank One, National Association, asissuing and paying agent; Corporate Commercial Paper Master Note
in favor of Cede Co., as nominee of The Depository Trust Company, by Harrah's Operating Company, Inc., as Issuer, and
Bank One, N.A., as Paying Agent. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on
Form10-Q for the quarter ended June30, 2000.)
Commercial Paper Dealer Agreement, dated as of May3, 2000, among Harrah' s Operating Company, as Issuer, Harrah's, as
Guarantor, and Banc of America Securities LLC, as Deder. (Incorporated by reference to the exhibit filed with Harrah's
Quarterly Report on Form10-Q for the quarter ended June30, 2000.)
Commercial Paper Dealer Agreement, dated as of May3, 2000, among Harrah’ s Operating Company, as Issuer, Harrah's, as
Guarantor, and Credit Suisse First Boston Corporation, as Dealer. (Incorporated by reference to the exhibit filed with
Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 2000.)
Tax Sharing Agreement, dated June30, 1995, between The Promus Companies Incorporated and Promus Hotel Corporation.
(Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30,
1995
Form of Indemnification Agreement entered into by The Promus Companies Incorporated and each of its directors and
executive officers. (Incorporated by reference to the exhibit filed with the Registration Statement of Harrah’s on Form10, File
No0.1-10410, filed on December13, 1989.)
Financial Counseling Plan of Harrah's Entertainment, Inc., as amended January 1996. (Incorporated by reference to the
exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 1995.)
The Promus Companies Incorporated 1996 Non-Management Director’ s Stock Incentive Plan dated April5, 1995.
(Incorporated by reference to the exhibit filed with Harrah's Proxy Statement for the 1995 Annual Meeting of Stockholders,
filed April25, 1995.)
Amendment dated February20, 1997 to 1996 Non-Management Director’s Stock Incentive Plan. (Incorporated by reference
to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended March31, 1997.)
Amendment dated as of November15, 2000, to the Harrah's Entertainment, Inc. Non-Management Directors Stock Incentive
Plan. (Incorporated by reference to the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended
December31, 2000.)
Summary Plan Description of Executive Term Life Insurance Plan. (Incorporated by reference to the exhibit filed with
Harrah’s Annual Report on Form10-K for the fiscal year ended December31, 1996.)
Executive Supplemental Savings Plan dated February21, 2001. (Incorporated by reference to the exhibit filed with Harrah's
Quarterly Report on Form10-Q for the quarter ended March31, 2001.)
First Amendment, dated May2, 2001, to the Executive Supplemental Savings Plan. (Incorporated by reference to the exhibit
filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 2001.)
2001 Restatement of the Harrah’ s Entertainment, Inc. Executive Supplemental Savings Plan, amended and restated effective
April1, 2001. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter
ended September30, 2001.)
Second Amendment to the 2001 Restatement of the Harrah' s Entertainment, Inc. Executive Supplementa Savings Plan
approved November13, 2001. (Incorporated by reference to the exhibit filed with Harrah's Annual Report on Form10-K for
thefiscal year ended December31, 2001.)
Third Amendment dated Januaryl, 2003 to the 2001 Restatement of the Harrah' s Entertainment, Inc. Executive
Supplemental Savings Plan. (Incorporated by reference to the exhibit filed with Harrah' s Annual Report on Form10-K for
the fiscal year ended December31, 2002.)
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Number

10

10

10

10

10.

10

10

10

10

10

10

10

10.

10

18

19

20

21

23

24

25

.26

27

.28

29

31

ExhibitDescription

Employment Agreement dated as of September4, 2002, between Harrah's and Philip G. Satre. (Incorporated by reference to
the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended September30, 2002.)

Severance Agreement dated January1, 2003, entered into with Philip G. Satre. (Incorporated by reference to the exhibit filed
with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 2002.)

Amendment, dated as of May9, 2001, to Deferred Compensation Agreement dated Octoberl, 1986, between Philip G. Satre
and Harrah's Operating Company, as successor to Harrah's Club, as amended January1, 1987 and December13, 1993.
(Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30,
2001)

Employment Agreement dated as of September4, 2002, between Harrah's and Gary W. Loveman. (Incorporated by
reference to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended September30, 2002.)
Severance Agreement dated Januaryl, 2003 entered into with Gary W. Loveman. (Incorporated by reference to the exhibit
filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 2002.)

Form of Employment Agreement between Harrah's Operating Company and Charles L. Atwood, Stephen H. Brammell, Jerry
Boone, John M. Boushy, JanisL. Jones, Anthony D. McDuffie, Richard E. Mirman, David W. Norton, Virginia E. Shanks,
Timothy S. Stanley, and Timothy J. Wilmott. (Incorporated by reference to the exhibit filed with Harrah’s Annual Report on
Form10-K for thefiscal year ended December31, 2003.)

Form of Severance Agreement entered into with Charles L. Atwood, Jerry Boone, John M. Boushy, Stephen H. Brammell,
Janis L. Jones, Anthony D. McDuffie, Richard E. Mirman, David W. Norton, Virginia E. Shanks, Timothy S. Stanley, and
Timothy J. Wilmott. (Incorporated by reference to the exhibit filed with Harrah’s Annua Report on Form10-K for the fiscal
year ended December31, 2003.)

The Promus Companies Incorporated 1990 Stock Option Plan, as amended July29, 1994. (Incorporated by reference to the
exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 1994.)

Amendment, dated April5, 1995, to The Promus Companies Incorporated 1990 Stock Option Plan as adjusted on
December12, 1996. (Incorporated by reference to the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal
year ended December31, 1996.)

Amendment, dated February26, 1998, to the Harrah's Entertainment, Inc. 1990 Stock Option Plan. (Incorporated by
reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended March31, 1998.)
Amendment, dated April30, 1998, to the Harrah's Entertainment, Inc. 1990 Stock Option Plan. (Incorporated by reference to
the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 1998.)

Amendment, dated October29, 1998, to the Harrah's Entertainment, Inc. 1990 Stock Option Plan. (Incorporated by reference
to the exhibit filed with Harrah's Annua Report on Form10-K for the fiscal year ended December31, 1998.)

The Promus Companies Incorporated 1990 Restricted Stock Plan. (Incorporated by reference to the exhibit filed with
Harrah’s Annual Report on Form10-K for the fiscal year ended December29, 1989.)

Amendment, dated April5, 1995, to The Promus Companies Incorporated 1990 Restricted Stock Plan. (Incorporated by
reference to the exhibit filed with Harrah's Proxy Statement for the 1995 Annua Meeting of Stockholders, filed April25,
1995))
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Exhibit
Number
10 .32
10 .33
10 .34
10 .35
10 .36
10 .37
10 .38
10 .39
10 40
10 41

10 42

10 43

10 44

10 45

10 46

10 47

ExhibitDescription
Amendment, dated February26, 1998, to the Harrah's 1990 Restricted Stock Plan. (Incorporated by reference to the exhibit
filed with Harrah's Quarterly Report on Form10-Q for the quarter ended March31, 1998.)
Amendment, dated April30, 1998, to the Harrah's Entertainment, Inc. 1990 Restricted Stock Plan. (Incorporated by reference
to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended June30, 1998.)
Amendment, dated October29, 1998, to the Harrah's Entertainment, Inc. 1990 Restricted Stock Plan. (Incorporated by
reference to the exhibit filed with Harrah's Annua Report on Form10-K for the fiscal year ended December31, 1998.)
Deferred Compensation Plan dated October16, 1991. (Incorporated by reference from Amendment No.2 to the Registration
Statement of Harrah’s and Embassy Suites, Inc. on FormS-1, File No.33-43748, filed March18, 1992.)
Amendment, dated May26, 1995, to The Promus Companies Incorporated Deferred Compensation Plan. (Incorporated by
reference to the exhibit filed with Harrah's Current Report on Form8-K, filed Junel5, 1995.)
Amendment dated April24, 1997, to the Harrah's Entertainment, Inc.’s Deferred Compensation Plan. (Incorporated by
reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 1997.)
Amendment dated as of November15, 2000 to the Harrah's Entertainment, Inc. Deferred Compensation Plan. (Incorporated
by reference to the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 2000.)
Amendment dated as of February26, 2003 to the Harrah's Entertainment, Inc. Deferred Compensation Plan. (Incorporated
by reference to the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 2002.)
Amended and Restated Executive Deferred Compensation Plan dated as of October27, 1995. (Incorporated by reference to
the exhibit filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 1995.)
Amendment dated April24, 1997 to the Harrah' s Entertainment, Inc.’ s Executive Deferred Compensation Plan. (Incorporated
by reference to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended June30, 1997.)
Amendment dated April30, 1998 to the Harrah's Entertainment, Inc. Executive Deferred Compensation Plan. (Incorporated
by reference to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended June30, 1998.)
Amendment dated October29, 1998 to the Harrah' s Entertainment, Inc. Executive Deferred Compensation Plan.
(Incorporated by reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended
December31, 1998.)
Restated Amendment, dated July18, 1996, to Harrah' s Entertainment, Inc. Executive Deferred Compensation Plan.
(Incorporated by reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended
December31, 1996.)
Amendment dated as of November15, 2000 to the Harrah's Entertainment, Inc. Executive Deferred Compensation Plan.
(Incorporated by reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended
December31, 2000.)
Amendment dated as of February21, 2001 to the Harrah' s Entertainment, Inc. Executive Deferred Compensation Plan.
(Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended March31,
2001)
Amendment dated as of January1, 2003 to the Harrah's Entertainment, Inc. Executive Deferred Compensation Plan.
(Incorporated by reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended
December31, 2002.)

soores o lllbiumias D 2005, EDGAR Online, Inc.




Tableof Contents

Exhibit
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10 48

10 49

10 .50

10 51

10 .52

10 53

10 54

10 .55

10 .56

10 57

10 .58

10 59

10 .60

10 61

10 62

10 .63

10 64

ExhibitDescription
Letter Agreement with Wells Fargo Bank Minnesota, N.A., dated August31, 2000, concerning appointment as Escrow
Agent under Escrow Agreement for deferred compensation plans. (Incorporated by reference to the exhibit filed with
Harrah's Quarterly Report on Form10-Q for the quarter ended September30, 2000.)
Amendment to Escrow Agreement, dated April26, 2000, between Harrah's and Wells Fargo Bank Minnesota, N.A., as
Successor to Bank of America, N.A. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on
Form10-Q for the quarter ended September30, 2000.)
Trust Agreement dated June20, 2001 by and between Harrah's and Wells Fargo Bank Minnesota, N.A. (Incorporated by
reference to the exhibit filed with Harrah' s Quarterly Report on Form10-Q for the quarter ended September30, 2001.)
Time Accelerated Restricted Stock Award Plan program dated December12, 1996. (Incorporated by reference to the exhibit
filed with Harrah's Annual Report on Form10-K for the fiscal year ended December31, 1996.)
Amendment to the Harrah' s Entertainment, Inc. 1990 Stock Option Plan. (Incorporated by reference to the exhibit filed with
Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 1999.)
Amendment to the Harrah' s Entertainment, Inc. 1990 Stock Option Plan, dated as of February23, 2000. (Incorporated by
reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 2000.)
Harrah's Entertainment, Inc. 2000 Senior Executive Incentive Plan. (Incorporated by reference to the exhibit filed with
Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 2000.)
TARSAP Deferral Plan dated July28, 1999. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on
Form10-Q for the quarter ended September30, 1999.)
Time Accelerated Restricted Stock Award Planll dated April26, 2000. (Incorporated by reference to the exhibit filed with
Harrah's Quarterly Report on Form10-Q for the quarter ended June30, 2000.)
Harrah's Entertainment, Inc. 2001 Executive Stock Incentive Plan. (Incorporated by reference to the exhibit filed with the
Registration Statement on FormS-8 of Harrah's, File N0.333-63856, filed June26, 2001.)
Amendment dated as of Januaryl, 2003 to the Harrah's Entertainment, Inc. 2001 Executive Stock Incentive Plan.
(Incorporated by reference to the exhibit filed with Harrah’s Annual Report on Form10-K for the fiscal year ended
December31, 2002.)
Form of Interest Rate Swap Agreements with BNP Paribas, JPMorgan Chase Bank, and The Royal Bank of Scotland, PLC.
(Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended March31,
2004.)
The 2001 Restatement of the Harrah' s Entertainment, Inc. Savings and Retirement Plan. (Incorporated by reference to the
exhibit filed with Harrah's Quarterly Report on Form10-Q for the quarter ended March31, 2002.)
Harrah's Entertainment, Inc. 2004 Equity Incentive Award Plan. (Incorporated by reference from Harrah's Entertainment,
Inc.’s Proxy Statement filed March4, 2004, AnnexB.)
Fourth Amendment to the 2001 Restatement of the Harrah' s Entertainment, Inc. Executive Supplemental Savings Plan,
effective August19, 2004. (Incorporated by reference to the exhibit filed with Harrah's Quarterly Report on Form10-Q for the
quarter ended September30, 2004.)
Harrah's Entertainment, Inc. Executive Supplemental Savings Planl| (Incorporated by reference to the exhibit filed with
Harrah's Current Report on Form8-K, filed on Decemberl7, 2004.)
Fifth Amendment dated December16, 2004 to the 2001 Restatement of the Harrah's Entertainment, Inc. Executive
Supplemental Savings Plan (Incorporated by reference to the exhibit filed with Harrah' s Current Report on Form8-K, filed on
Decemberl7, 2004.)
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Exhibit8.1

Re Agreement and Plan of Merger dated as of July14, 2004, by and among Harrah's
Entertainment, Inc., Harrah's Oper ating Company, Inc., and Caesars
Entertainment, Inc.

Ladies and Gentlemen:

We have acted as counsel to Harrah's Entertainment, Inc., a Delaware corporation (“Harrah’s’), in connection with the proposed
merger (the “Merger”) of Caesars Entertainment, Inc., a Delaware corporation (“ Caesars’), with and into Harrah' s Operating Company,
Inc., a Delaware corporation wholly-owned by Harrah's (“HOCI"), pursuant to an Agreement and Plan of Merger by and among
Harrah's, HOCI and Caesars dated as of July14, 2004 (the “Merger Agreement”). This opinion is being delivered in connection with
Harrah' s Registration Statement on Form S-4 relating to the proposed Merger pursuant to the Merger Agreement (the “ Registration
Statement”) to which this opinion appears as an exhibit. Capitalized terms not defined herein have the meanings specified in the
Merger Agreement.

In rendering our opinion, we have examined and, with your consent, are expressly relying upon (without any independent

investigation or review thereof) the truth and accuracy of the statements, covenants, representations and warranties contained in (i)the
Merger Agreement (including all Exhibits and Schedules thereto), (ii)the Registration Statement (including the joint proxy
statement/prospectus), and (iii)such other documents and corporate records as we have deemed necessary or appropriate for purposes
of our opinion.

In addition, we have assumed, with your consent, that:
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Original documents (including signatures) are authentic and documents submitted to us as copies conform to the original
documents;

The Merger will be consummated in the manner contemplated by, and in accordance with the provisions of, the Merger
Agreement and the Registration Statement, and the Merger will be effective under the laws of the State of Delaware;
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Harrah's Entertainment, Inc.
January24, 2005
Page 2

All statements, descriptions and representations contained in any of the documents referred to herein or otherwise made to us
are true, complete and correct, and no actions have been taken or will be taken which are inconsistent with such statements,
descriptions or representations or which make any such statements, descriptions or representations untrue, incomplete or
incorrect at the Effective Time;

Any statements made in any of the documents referred to herein “to the knowledge of” or similarly qualified are true, complete
and correct and will continue to be true, complete and correct at all times up to and including the Effective Time, in each case
without such qualification; and

The parties have complied with and, if applicable, will continue to comply with, the covenants contained in the Merger
Agreement and the Registration Statement.

Based upon and subject to the foregoing, and subject to the exceptions, assumptions, qualifications and limitations stated in the
Registration Statement and the exceptions, assumptions, limitations and qualifications set forth below, we confirm that the discussion
under the caption “The Merger—Material United States Federal Income Tax Consequences,” to the extent it consists of statements of
law or legal conclusions, is our opinion of the material United States federal income tax consequences of the Merger.

This opinion represents our best judgment regarding the application of United States federal income tax laws arising under the Internal
Revenue Code of 1986, as amended, existing judicia decisions, administrative regulations and published rulings and procedures. We
express no opinion as to any other laws other than the U.S. federal tax laws as of the date hereof. Our opinion is not binding upon the
Internal Revenue Service or the courts, and there is no assurance that the Internal Revenue Service will not assert a contrary position.
Furthermore, no assurance can be given that future legidlative, judicial or administrative changes, on either a prospective or retroactive
basis, would not adversely affect the accuracy of the conclusions stated herein. Nevertheless, we undertake no responsibility to
advise you of any new developments in the application or interpretation of the United States federal income tax laws.

We express no opinion as to any transaction other than the Merger as described in the Merger Agreement, or to any transaction
whatsoever, including the Merger, if (i)all the transactions described in the Merger Agreement, to the extent relevant to our opinion,
are not consummated in accordance with the terms of the Merger Agreement and without waiver or breach of any provisions thereof or
(ii)al of the representations, warranties, statements and assumptions upon which we have relied, to the extent relevant to our opinion,
are not true and accurate at al relevant times.

Except as set forth above, we express no opinion to any party as to the tax consequences, whether federal, state, local or foreign, of the
Merger or of any transactions related thereto or contemplated by the Agreement. This opinion isfor your benefit in connection with
the filing of the Registration Statement and may be relied upon by you and by persons entitled to rely on it pursuant to applicable
provisions of United States federal securities laws. We consent to the filing of this opinion as an exhibit to the Registration Statement
and to
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Harrah's Entertainment, Inc.
January24, 2005
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the reference to our firm name therein under the captions “ The Merger—Material United States Federal Income Tax Consegquences”
and “Legal Matters.” In giving this consent, we do not admit that we are within the category of persons whose consent is required
under Section? of the Securities Act of 1933, as amended, or the rules or regulations of the Securities and Exchange Commission
promulgated thereunder.

Very truly yours,

/9 Latham & Watkins LLP

EXHIBIT 82
LETTERHEAD OF SKADDEN, ARPS, SLATE, MEAGHER FLOM LLP
January24, 2005

Caesars Entertainment, Inc.
3930 Howard Hughes Parkway
LasVegas, Nevada 89109

Ladies and Gentlemen:

We have acted as counsel to Caesars Entertainment, Inc., a Delaware corporation (the “ Company”), in connection with the proposed
merger (the “Merger”) under the laws of the State of Delaware of the Company with and into Harrah's Operating Company, Inc.
(“Merger Sub”), aDelaware corporation and awholly owned subsidiary of Harrah's Entertainment, Inc., a Delaware corporation
(“Parent”™), pursuant to the Agreement and Plan of Merger (the “ Agreement”), dated as of July14, 2004, by and among Parent, Merger
Sub and the Company. This opinion is being delivered in connection with the joint proxy statement/prospectus that was included in
the Registration Statement of Parent on Form S-4 (the “ Registration Statement”) filed with the Securities and Exchange Commission
(the“Commission”) under the Securities Act of 1933, as amended (the “ Securities Act”), and in accordance with the requirements of
Item 601(b)(8) of RegulationS-K under the Securities Act.1

In rendering our opinion set forth below, we have examined and relied upon the accuracy and completeness (without, as you are aware,
our independent investigation or verification), both initially and continuing as of the Effective Time, of the facts, information,
representations, covenants and agreements contained in originals or copies, certified or otherwise identified to our satisfaction, of the
Agreement, the Registration Statement and such other documents as we have deemed necessary or appropriate as a basis for the
opinion set forth below. In addition, we have relied upon the accuracy and completeness, both initially and continuing as of the
Effective Time, of

1 Unless otherwise indicated, al defined terms used herein shall have the meanings assigned to them in the Agreement.
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certain statements, representations, covenants and agreements made by Parent, Merger Sub, the Company and others, including
factual statements and representations set forth in letters dated the date hereof from Parent, Merger Sub and the Company (the “Tax
Matters Certificates’). For purposes of rendering our opinion, we have assumed that such statements, representations, covenants and
agreements are, and will continue to be as of the Effective Time, true and correct without regard to any qualification as to knowledge or
belief. Our opinion assumes and is expressly conditioned on, among other things, the initial and continuing accuracy and
completeness of the facts, information, representations, covenants and agreements set forth in the documents referred to above and
the statements, representations, covenants and agreements made by Parent, Merger Sub and the Company, including those set forth in
the Tax Matters Certificates, and we have assumed that the Tax Matters Certificates will be executed by appropriate officers as of the
Effective Time.

In our examination, we have assumed the genuineness of all signatures, the legal capacity of natural persons, the authenticity of all
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified or
photostatic copies, and the authenticity of the originals of such documents. We also have assumed that the transactions related to the
Merger or contemplated by the Agreement will be consummated in accordance with the Agreement and as described in the
Registration Statement, and that none of the terms and conditions contained therein will have been waived or modified in any respect
prior to the Effective Time.

In rendering our opinion, we have considered applicable provisions of the Internal Revenue Code of 1986, as amended (the “ Codge”),
Treasury Regulations promulgated thereunder (the “Regulations”), pertinent judicial authorities, rulings of the Internal Revenue
Service and such other authorities as we have considered relevant, in each case, in effect on the date hereof. It should be noted that
such laws, Code, Regulations, judicial decisions, administrative interpretations and such other authorities are subject to change at any
time and, in some circumstances, with retroactive effect. A change in any of the authorities upon which our opinion is based, or any
variation or difference in any fact from those set forth or assumed herein or in the Registration Statement, the Agreement or the Tax
Matters Certificates, could affect our conclusions herein. Moreover, there can be no assurance that our opinion will be accepted by the
Internal Revenue Service or, if challenged, by acourt.

Based upon the foregoing and subject to the limitations, qualifications, exceptions and assumptions set forth herein and in the
Registration Statement, although the discussion in the Registration Statement under the heading “The Merger—Material United States
Federal Income Tax Consequences’ does not purport to discuss al possible United States federal income tax consequences of the
Merger, we hereby confirm that such discussion, to the extent it consists of statements of law or legal conclusions, is our opinion of
the material United States federal income tax consequences of the Merger.

Except as set forth above, we express no opinion to any party as to the tax consequences, whether federal, state, local or foreign, of the

Merger or of any transactions related thereto or contemplated by the Agreement. We disclaim any undertaking to advise you of any
subsequent changes of the facts stated or assumed
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herein or any subsequent changes in applicable law. This opinion may be relied upon by you and the persons entitled to rely on it
pursuant to applicable provisions of United States federal securities laws.

In accordance with the requirements of 1tem601(b)(23) under the Securities Act, we hereby consent to the filing of this opinion as
Exhibit8.2 to the Registration Statement. We also consent to the use of our name under the caption “The Merger—Material United
States Federal Income Tax Considerations of the Merger” in the Registration Statement. In giving such consent, we do not thereby
admit that we are in the category of persons whose consent is required under Section7 of the Securities Act or the rules and
regulations of the Commission thereunder.

Very truly yours,

/s/Skadden, Arps, Slate, Meagher Flom LLP

Exhibit23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in this Amendment No. 3 to Registration Statement N0.333-119836 of Harrah's
Entertainment, Inc. on Form S-4 of our report dated March3, 2004 (December16, 2004 as to Notes15 and 16) (which report expresses an
unqualified opinion and includes an explanatory paragraph relating to Harrah's Entertainment, Inc.’s change in 2002 in its method of
accounting for goodwill and other intangible assets to conform to Statement of Financial Accounting Standards No.142, “ Goodwill and
Other Intangible Assets’), appearing in the Current Report on Form8-K dated December17, 2004 of Harrah's Entertainment, Inc. and to
the reference to us under the heading “ Experts’ in the joint proxy statement/prospectus, which is part of this Registration Statement.

/9 DELOITTE TOUCHELLP

LasVegas, Nevada
January 21, 2005

Exhibit23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in this Amendment No. 3 to Registration Statement N0.333-119836 of Harrah's
Entertainment, Inc. on Form S-4 of our report relating to the financial statements of Caesars Entertainment, Inc. dated March10, 2004,
except for the reclassification of the Atlantic City Hilton and Bally's Tunica as discontinued operations as described in Notesl and 3,
as to which the date is December17, 2004 (which report expresses an unqualified opinion and includes an explanatory paragraph
relating to the change in 2002 in its method of accounting for goodwill and other intangible assets to conform to Statement of Financial
Accounting Standards No.142, “Goodwill and Other Intangible Assets’), appearing in the Current Report on Form 8-K dated
December17, 2004 and to the reference to us under the heading “Experts’ in the joint proxy statement/prospectus, which is part of this
Registration Statement.

/9 DELOITTE TOUCHELLP

LasVegas, Nevada
January 21, 2005
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Exhibit23.3
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in this Amendment No.3 to Registration Statement N0.333-119836 of Harrah's
Entertainment, Inc. on Form S-4 of our report dated March19, 2004 relating to the consolidated financial statements for Horseshoe
Gaming Holding Corp. and Subsidiaries (“Horseshoe”) as of and for the years ended December31, 2003 and 2002 (which report
expresses an unqualified opinion and includes an explanatory paragraph relating to the application of procedures relating to certain
disclosures of financial statement amounts related to the 2001 financial statements that were audited by other auditors who have
ceased operations and for which we have expressed no opinion or other form of assurance other than with respect to such disclosures
and also includes an explanatory paragraph relating to Horseshoe's change in 2002 in its method of accounting for goodwill and other
intangible assets to conform to Statement of Financial Accounting Standards No.142, “ Goodwill and Other Intangible Assets’),
appearing in the Annual Report on Form 10-K of Horseshoe for the year ended December31, 2003 and to the reference to us under the
heading “Experts’ in the joint proxy statement/prospectus, which is part of this Registration Statement.

/9 DELOITTE TOUCHELLP

Memphis, Tennessee
January 21, 2005

Exhibit99.1

Consent of Deutsche Bank Securities Inc.

We hereby consent to the inclusion in the Amendment No. 3 to the Registration Statement on Form S-4 of Harrah's Entertainment, Inc.
relating to the proposed merger involving Harrah's Entertainment, Inc. and Caesars Entertainment, Inc. of our opinion letter appearing
as Annex B to the Joint Proxy Statement/Prospectus which is part of the Registration Statement and to the use of our name under the
captions“SUMMARY - Opinions of Financial Advisors—Harrah's’, “ THE MERGER — Background of the Merger”, “THE MERGER
— Recommendation of the Harrah’ s Board of Directors and Its Reasons for the Merger”, and “ THE MERGER - Opinion of Harrah's
Financial Advisor”, therein.

In giving such consent, we do not thereby admit that we come within the category of persons whose consent is required under
Section? of the Securities Act of 1933, as amended, or the rules adopted thereunder, nor do we admit that we are “ experts’ with respect
to any part of the Registration Statement within the meaning of the Securities Act of 1933, as amended, or the rules adopted
thereunder.

/s Deutsche Bank Securities Inc.
Deutsche Bank Securities Inc.

New York, New York
January 24, 2005

Exhibit99.2
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LETTERHEAD OF UBSSECURITIESLLC

Board of Directors

Caesars Entertainment, Inc.
3930 Howard Hughes Parkway
LasVegas, Nevada 89109

Members of the Board:

We hereby consent to the inclusion of our opinion letter as Annex C to, and to the reference thereto under the caption
“SUMMARY—Opinions of Financial Advisors—Caesars,” “THE MERGER—Background of the Merger,” “THE
MERGER—Recommendation of the Caesars Board of Directors and its Reasons for the Merger” and “ THE MERGER— Opinion of
Caesars Financia Advisor”, in the Joint Proxy Statement/Prospectus of Harrah's Entertainment, Inc. (“Harrah’'s’) and Caesars
Entertainment, Inc. (“ Caesars’) relating to the proposed merger involving Harrah' s and Caesars, which Joint Proxy
Statement/Prospectus is part of Amendment No. 3 to the Registration Statement on Form S-4 of Harrah's. By giving such consent, we
do not thereby admit that we are experts with respect to any part of such Registration Statement within the meaning of the term
“expert” as used in, or that we come within the category of persons whose consent is required under, the Securities Act of 1933, as
amended, or the rules and regulations of the Securities and Exchange Commission promulgated thereunder.

/9 UBS SecuritiesLLC
UBSSECURITIESLLC

New York, New Y ork
January24, 2005

Exhibit99.6
PLEASEVOTE TODAY!
SEE REVERSE SDE FOR THREE EASY WAYSTO VOTE.
THANK YOU FORVOTING!

TOVOTEBY MAIL PLEASE DETACH PROXY CARD HERE AND RETURN IN THE ENVEL OPE PROVIDED

FORM OF PROXY CARD FOR CAESARSENTERTAINMENT, INC. SPECIAL MEETING

<XQO@XWTDT
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Special Mesting, MONTH DAY, YEAR
THISPROXY I1SSOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

By signing and returning this proxy, you appoint Bernard E. DeL ury, Jr. and Wesley D. Allison, and each of them, with full power of
substitution, to vote these shares at the Special Meeting of Stockholdersto be held on MONTH DAY, YEAR atam. local time, (or any
adjournments or postponements thereof) at the following location:

Caesars Pdlace
3570 Las Vegas Boulevard South
Las Vegas, Nevada

THISPROXY WHEN PROPERLY EXECUTEDWILL BEVOTED IN THE MANNER DIRECTED HEREIN BY THE UNDERS GNED
STOCKHOLDER(S). IF NO DIRECTION ISMADE, THISPROXY WILL BEVOTED ASRECOMMENDED BY THE BOARD OF
DIRECTORS TO VOTE IN ACCORDANCE WITH THE BOARD OF DIRECTORS RECOMMENDATION, YOU MAY SMPLY

S GN THISCARD ON THE REVERSE SIDE; NO BOXESNEED TO BE CHECKED.

CONTINUED AND TO BE SIGNED ON REVERSE SIDE
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YOURVOTEISIMPORTANT

Please take a moment now to vote your shares of Caesars Entertainment, Inc.
common stock for the upcoming Special Meeting of Stockholders.

PLEASE REVIEW THE JOINT PROXY STATEMENT/PROSPECTUS
AND VOTE TODAY IN ONE OF THREEWAYS

1. Voteby Tdephone— Call toll-freein the U.S. or Canada at 1-866-242-0865, on a touch-tone telephone. If outside the U.S. or
Canada, call 610-889-0502. Please follow the simple instructions.

OR

2. Voteby Internet— Access https./Aww.proxyvotenow.com/czr, and follow the simple instructions. Please note you must type an
“s’ after http.

Y ou may vote by telephone or Internet 24 hours aday 7days aweek.
Y our telephone or Internet vote authorizes the named proxies to vote your sharesin same manner
asif you had marked, signed and returned a proxy card.

OR

3. Voteby Mail— If you do not wish to vote by telephone or over the Internet, please complete, sign, date and return the proxy card
in the envelope provided, or mail to: Caesars Entertainment, Inc., ¢/o Innisfree MA Incorporated, FDR Station, P.O. Box 5154, New
York, NY 10150-5154.

TOVOTEBY MAIL PLEASE DETACH PROXY CARD HERE AND RETURN IN THE ENVEL OPE PROVIDED

CAESARSENTERTAINMENT, INC.
THISPROXY CARD ISVALID ONLY WHEN PROPERLY S GNED.
THE BOARD OF DIRECTORSUNANIMOUSLY RECOMMENDSTHAT STOCKHOLDERSVOTE FOR:

1 Proposal to approve and adopt the Agreement and Plan of Merger, dated as of July14, 2004, by and among Harrah's
Entertainment, Inc., Harrah's Operating Company, Inc., awholly owned subsidiary of Harrah's Entertainment, Inc., and Caesars
Entertainment, Inc., and the transactions contemplated by the merger agreement, including the merger, pursuant to which
Caesars would merge with Harrah' s Operating Company, Inc. and each outstanding share of Caesars common stock would be
converted, at the stockholder’s ection, into the right to receive $17.75 in cash or 0.3247 of a share of Harrah’s common stock,
subject to proration and adjustment.

IN THEIR DISCRETION, THE PROXIESARE AUTHORIZED TO VOTE UPON SUCH OTHER BUSINESSASMAY PROPERLY BE
PRESENTED TO THE MEETING OR ANY ADJOURNMENTS, POSTPONEMENTS, CONTINUATIONS OR RESCHEDULINGS
THEREOF.

Address change (mark below)
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FO AGAINST ABSTAIN
R

Date
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(Signature)
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(Signature, if jointly held)
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(Title)

Please sign exactly as your name appears on this proxy. When shares are held by joint tenants, both should sign. When signing as
attorney, executor, administrator, trustee, or guardian, please give full title as such. If a corporation, please sign in full corporate name
by president or other authorized officer. If a partnership, please sign in partnership name by authorized person. Please indicate any
change of address. The signer hereby revokes all proxies heretofore given by the signer to vote at the Special Meeting of Caesars
Entertainment, Inc. and any adjournments, postponements, continuations or reschedulings thereof.
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End of Filing
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