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CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum Amount of
Title of Each Class of Amount to be Offering Price Aggregate Offering Registration

Securities to be Registered Registered Per Unit Price(2) Fee(2)

Common Stock $0.10 par value per share,
and the associated preferred share
purchase rights(3) (1) N/A $6,110,286,852 $774,173

(1) In accordance with Rule 457(o) under the Securities Act of 1933, as amended, the number of shares is not set forth herein. Pursuant to
Rule 457(o), the registration fee has been computed on the basis of the maximum aggregate offering price of shares of Registrant�s common
stock expected to be issued upon completion of the merger of Caesars Entertainment, Inc., a Delaware corporation, with and into Harrah�s
Operating Company, Inc., a Delaware corporation and wholly-owned subsidiary of the Registrant.

(2) Estimated solely for purposes of calculation of the registration fee in accordance with Rules 457(c) and (f) of the Securities Act of 1933, as
amended, based upon the product of: (A) 355,662,797, the maximum number of shares of Caesars common stock that may be exchanged in
the merger (the sum of (i) 311,384,847 shares of Caesars common stock outstanding as of October 15, 2004, (ii) 19,537,336 shares of
Caesars common stock issuable upon the exercise of outstanding options as of October 15, 2004, (iii) 3,220,202 shares of Caesars common
stock issuable upon the exercise of purchase rights under Caesars� Amended and Restated Employee Stock Purchase Plan as of October 15,
2004, (iv) 1,674,900 shares of Caesars common stock issuable under Caesars� 2004 Long Term Incentive Plan as of October 15, 2004,
(v) 1,520,412 shares of Caesars common stock issuable under Caesars� Supplemental Retention Plan as of October 15, 2004 and
(vi) 18,325,100 shares of Caesars common stock that may become issuable upon the exercise of options to be issued prior to the effective
time of the merger), multiplied by (B) $17.18, the average of the high and low sale prices for shares of Caesars common stock as reported
on the New York Stock Exchange on October 15, 2004.

(3) The preferred share purchase rights, which are attached to the shares of Harrah�s common stock being registered hereunder, will be issued for
no additional consideration. Accordingly, no additional registration fee is required.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until
the Registrant shall file a further amendment that specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, or until the Registration Statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this joint proxy statement/prospectus is not complete and may be changed. Harrah�s may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This joint proxy statement/prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy nor shall there be any sale of these securities in any State where the offer,
solicitation or sale is not permitted.

Subject to completion, dated October 20, 2004

MERGER PROPOSED � YOUR VOTE IS VERY IMPORTANT

The boards of directors of Harrah�s Entertainment, Inc. and Caesars Entertainment, Inc. have each unanimously approved the merger of
Caesars with a wholly-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 allowing stockholders to
participate in a larger, 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 a result, Harrah�s will issue approximately           million shares of Harrah�s common stock in the merger and $          billion in cash in the
merger based on the number of shares of Caesars common stock outstanding on                   ,                   . We estimate that immediately after the
merger, Caesars stockholders will hold approximately     % 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                   ,                   . 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 York Stock Exchange under the trading symbol �HET.� On                   ,                   , Harrah�s
common stock closed at $          per share as reported on the New York 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 stockholders 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 encourage you to read carefully this joint proxy statement/
prospectus before voting, including the section entitled �Risks Relating to the Merger� on page 29.

Based on its review, the board of directors of Harrah�s 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.

The Harrah�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 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 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�s stockholders: For Caesars stockholders:
,          ,    a.m., local time ,         ,    a.m., local time

Rio All-Suite Hotel & Casino Caesars Atlantic City
3700 West Flamingo Road 2100 Pacific Avenue

Las Vegas, Nevada Atlantic City, New Jersey
(888) 746-7153 (609) 348-4411
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Your vote is very important. Whether or not you plan to attend your respective company�s special meeting, please take the time to 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 Wallace R. Barr
President and Chief Executive Officer President and Chief Executive Officer

Harrah�s Entertainment, Inc. Caesars Entertainment, Inc.

None of the Securities and Exchange Commission, any state securities regulator or any gaming regulatory authority has approved or
disapproved of these transactions or the securities to be issued under this joint proxy statement/ prospectus or determined if this joint
proxy statement/ prospectus is accurate or adequate. Any representation to the contrary is a criminal offense.

This joint proxy statement/ prospectus is dated                  ,                   , and is being mailed to stockholders of Harrah�s and Caesars on or
about                   ,                   .
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ADDITIONAL INFORMATION

This joint 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 this joint proxy statement/ prospectus. For a more detailed description of the
information incorporated by reference into this joint proxy statement/ prospectus and how you may obtain it, see �Additional Information � Where
You Can Find More Information� on page 141.

You 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 is referred 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 this joint 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.
One Harrah�s Court

Las Vegas, Nevada 89119
Telephone number: (702) 407-6000

Attn: Investor Relations

Caesars Entertainment, Inc.
3930 Howard Hughes Parkway

Las Vegas, Nevada 89109
Telephone number: (702) 699-5000

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.
You 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 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 this joint proxy statement/
prospectus at these websites for your convenience.

In order for you to receive timely delivery of the documents in advance of the Harrah�s and Caesars special meetings, Harrah�s or
Caesars, as applicable, should receive your request no later than                     ,                     .

For information about where to obtain copies of documents, see �Additional Information � Where You Can Find More Information� on
page 141.
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HARRAH�S ENTERTAINMENT, INC.

One Harrah�s Court
Las Vegas, Nevada 89119

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To Be Held On                         ,             

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

We will hold a special meeting of stockholders of Harrah�s at Rio All-Suite Hotel & Casino, 3700 West Flamingo Road, Las Vegas, Nevada,
on                     ,           , at       a.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 July 14, 2004, by and among Harrah�s Entertainment, Inc., Harrah�s Operating Company, Inc., a wholly-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                     ,           , 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.

The board of directors of Harrah�s unanimously recommends that you vote �FOR� the proposal to approve the issuance of shares of
Harrah�s common stock pursuant to the merger agreement and �FOR� the proposal to amend Harrah�s certificate of incorporation to
increase the number of authorized shares of 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 vote is very important. It is important that your shares be represented and voted whether or not you plan to attend the special
meeting in person. You 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
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shares are represented at the special meeting. Please review the instructions in this joint proxy statement/ 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.

                    ,           
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CAESARS ENTERTAINMENT, INC.

3930 Howard Hughes Parkway
Las Vegas, Nevada 89109

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To Be Held On                         ,             

To the Stockholders of Caesars Entertainment, Inc.:

We will hold a special meeting of stockholders of Caesars at Caesars Atlantic City, 2100 Pacific Avenue, Atlantic City, New Jersey, on
                    ,           , at       a.m. local 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 July 14, 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 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                     ,           , 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.

The board of directors of Caesars has approved the merger agreement and the transactions contemplated by the merger agreement,
including the merger, and unanimously recommends that 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 this joint 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
Atlantic City and at the executive offices of Caesars during regular business hours for a period of no less than ten days before the special
meeting.

Your vote is very 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 vote in person at the
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special meeting, the effect will be the same as a vote against the proposal to approve and adopt the merger agreement and the
transactions contemplated by the merger agreement, including the merger.

By Order of the Board of Directors,

BERNARD E. DELURY, JR.
Secretary
Caesars Entertainment, Inc.

                    ,           
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QUESTIONS AND ANSWERS ABOUT 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 incorporated by
reference in this joint proxy statement/ prospectus.

Q: Why are Harrah�s and Caesars stockholders receiving this joint 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 this
joint proxy statement/ prospectus. A copy of the merger agreement is attached to this joint proxy statement/ prospectus as Annex A.

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.

This joint 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 are Harrah�s and 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 a larger, 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, Caesars is also proposing the merger to provide its stockholders with the opportunity to receive a premium for their
shares and to offer Caesars stockholders 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 page 49 and �The Merger � Recommendation of the Caesars Board of Directors and Its Reasons for the Merger� on page 51.

Q: What will happen in the merger?

A: Pursuant to the terms of the merger agreement, Caesars will merge with Harrah�s Operating Company, Inc., a wholly-owned subsidiary of
Harrah�s, with Harrah�s Operating Company surviving and continuing as a wholly-owned subsidiary of Harrah�s.

Q: What consideration will Caesars stockholders receive in the merger?

A: 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 shares to 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 page 8.

1
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Caesars stockholders will receive cash for any fractional share of Harrah�s common stock that they would be entitled to receive in the merger
after aggregating all fractional shares to be received by them.

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 Caesars stockholders specify if they want cash or shares of Harrah�s common stock?

A: An election form has been sent to Caesars stockholders together with this joint proxy statement/ prospectus 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, the election form
must be properly completed, signed and received by 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 5:00 p.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 with respect to shares of
Caesars common stock, together with the appropriate stock certificates, by 5:00 p.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 a letter of transmittal and
instructions as to how to surrender their Caesars stock certificates.

Q: Should Caesars stockholders send in their Caesars stock certificates now?

A: 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 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 5:00 p.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 of the merger. Caesars stockholders who do not elect 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 a letter of transmittal and instructions as to how to surrender their
Caesars stock certificates.

Q: Can Caesars stockholders change or revoke their election?

A: Yes. Caesars stockholders can change or revoke their election by giving written notice to the exchange agent at The Bank of New York,
Caesars Exchange, P.O. Box 859208, Braintree, MA 02185-9208, provided the written notice is received by the exchange agent no later
than 5:00 p.m., Pacific Time, on the business day immediately preceding the closing date of the merger. After this time, you may not
change or revoke your election to receive Harrah�s common stock in the merger, unless the exchange agent is legally required to permit
revocations.

Q: How will Harrah�s stockholders be 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�s will 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.
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Q: When does Harrah�s and Caesars expect the merger to be completed?

A: Harrah�s and 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 page 16. 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 stockholders and the effectiveness of the merger.

Q: What are the federal income tax consequences of the merger?

A: We expect the merger to qualify as a reorganization within the meaning of Section 368(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 cash in lieu of a fractional 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 Consequences� on page 76 and to consult their own tax advisors for a full understanding of the tax consequences of
their participation in the merger.

Q: Are Harrah�s and Caesars stockholders entitled 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 page 80. In addition, the text of the applicable provisions of
Delaware law is included as Annex E to this joint 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 are Harrah�s stockholders voting 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 stockholders is a condition to the effectiveness of the merger.

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. Your vote on one proposal has no bearing on the other proposal, or any other
matter that may come before the Harrah�s special meeting.
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Q: What are Caesars stockholders voting 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 vote of Harrah�s stockholders is required to approve the issuance of shares of 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 a majority 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 vote of Harrah�s stockholders is required to approve the amendment to Harrah�s certificate of incorporation to increase the
number of authorized shares of Harrah�s common 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 majority of the outstanding shares of Harrah�s common stock entitled to vote at the special
meeting.

Q: What vote of Caesars stockholders is required to approve and adopt the merger agreement and the transactions contemplated by
the merger 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 majority of the outstanding shares of Caesars common stock entitled
to vote at the special meeting.

Q: How does the board of directors of Harrah�s recommend that Harrah�s stockholders vote?

A: The Harrah�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 is fair 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 complete 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
page 34.

Q: How does the board of directors of Caesars recommend that Caesars stockholders vote?

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 page 39.

Q: When and where will the special meetings of stockholders be held?

A: The Harrah�s special meeting will take place at Rio All-Suite Hotel & Casino, 3700 West Flamingo Road, Las Vegas, Nevada, on
                    ,                     , at       a.m. local time. The Caesars special meeting
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will take place at Caesars Atlantic City, 2100 Pacific Avenue, Atlantic City, New Jersey, on                     ,                     , at       a.m. local
time.

Q: Who can attend and vote at the special meetings?

A: All Harrah�s stockholders of record as of the close of business on                     ,                     , 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                     ,                     , 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�s and Caesars stockholders do now in order to vote on the proposals being considered at their company�s
special meeting?

A: Stockholders of record of Harrah�s as of the record date for the Harrah�s special meeting, participants in 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
now 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: Can Harrah�s or Caesars stockholders vote 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 a ballot 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 I abstain from voting or fail to vote?

A: If you are a Harrah�s stockholder, an abstention by you, which occurs when a stockholder 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 vote if 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 York 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 I change my vote after I have delivered my proxy?

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

� delivering a signed written notice of revocation to your respective company at:

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

Las Vegas, Nevada 89119
Attn: Corporate Secretary

Caesars Entertainment, Inc.
3930 Howard Hughes Parkway

Las Vegas, Nevada 89109
Attn: Secretary;

� signing and delivering a new, valid proxy bearing a later date; and if it is a written proxy, it must be signed and delivered to your respective
company at the address listed above;

� submitting 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 stockholders or Caesars stockholders do if they receive more than one set of voting materials for their
company�s special meeting?

A: You may receive more than one set of voting materials for your special meeting, including multiple copies of this joint proxy statement/
prospectus and multiple proxy cards or voting instruction cards. For example, if you hold your shares in 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 a holder 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 this joint proxy statement/
prospectus, the enclosed proxy card, voting instructions or the election form, you should contact:

if you are a Harrah�s stockholder:

D.F. King & Co., Inc.
48 Wall Street
New York, New York 10005

Call toll-free: (800) 829-6551

if you are a Caesars stockholder:

InnisFree M&A Incorporated
501 Madison Avenue, 20th Floor
New York, New York 10022

Stockholders call toll-free: (877) 750-5837
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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 complete 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 incorporated 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 Information � Where You Can Find More Information� on page 141.

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 1.7 million 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 July 1, 2004, Harrah�s consummated its acquisition of Horseshoe Gaming Holding Corp., or Horseshoe, for approximately $1.5 billion,
including the assumption of approximately $535 million of debt and other obligations.

Harrah�s was incorporated on November 2, 1989, and prior to such date operated under predecessor companies. Harrah�s common stock is
traded on the New York Stock Exchange, which is referred to as the NYSE, under the symbol �HET.�

Caesars Entertainment, Inc.

3930 Howard Hughes Parkway
Las Vegas, Nevada 89109
(702) 699-5000

Caesars Entertainment, Inc., a Delaware corporation, changed its name to Caesars Entertainment, Inc. from Park Place Entertainment
Corporation effective January 5, 2004. Caesars is one of the leading casino/hotel operators in the United States and has a significant presence in
Nevada, New Jersey and Mississippi, the three largest state gaming markets in the United States. Caesars operates 28 casinos with more than
two million 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 a tax-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 stock of Caesars World,
Inc. and interests in several other gaming entities from Starwood Hotels & Resorts Worldwide, Inc. Caesars common stock is traded on the
NYSE under the symbol �CZR.�
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Recent Developments

On September 27, 2004, Harrah�s and Caesars, by and through certain subsidiaries of each, entered into a definitive agreement whereby an
affiliate 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 liabilities of Harrah�s properties for approximately $627 million and of Caesars� properties for approximately $612 million. 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 sale is not conditioned on the closing of the merger.

The Merger (see page 43)

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 this
joint 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 Annex A to this joint proxy statement/ prospectus. We
encourage you to carefully read the merger agreement in its entirety because it is the legal document that governs the merger.

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�s in the merger and other adjustments as described in this joint proxy
statement/ prospectus. As a result, Harrah�s will issue approximately            million shares of Harrah�s common stock and $           billion 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.
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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.

As illustrated 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 a
share 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 is less than $54.67, then the $17.75 in cash would be greater than the value of 0.3247 of a share 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

$63.00 $20.46
$62.00 $20.13
$61.00 $19.81
$60.00 $19.48
$59.00 $19.16
$58.00 $18.83
$57.00 $18.51
$56.00 $18.18
$55.00 $17.86
$54.67 $17.75
$54.00 $17.53
$53.00 $17.21
$52.00 $16.88
$51.00 $16.56
$50.00 $16.24
$49.00 $15.91
$48.00 $15.59
$47.00 $15.26
$46.00 $14.94
$45.00 $14.61
$44.00 $14.29
$43.00 $13.96
$42.00 $13.64

Because the merger consideration is subject to proration, the table above does not set forth the actual consideration that will be
received by Caesars stockholders and is only for illustration purposes. The effect of proration on the merger consideration to be
received by Caesars stockholders is set forth in the table entitled �Consideration to Be Received by Caesars Stockholders for Each Share
of Caesars Common Stock After Proration� on page 11.

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
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price-based termination right or other protection for Caesars or its stockholders against a decline in the market price of Harrah�s common stock.
See �Risks Relating to the Merger� on page 29.

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 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 is fixed at approximately            million shares and the aggregate amount of cash which will be paid to Caesars stockholders is
fixed at approximately $           billion in cash based on the number of shares of Caesars common stock outstanding as of the record date for the
Caesars special meeting, which is referred to as the cash cap. The stock elections in 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. As a result, even if a Caesars stockholder elects to
receive shares of Harrah�s common stock in the merger, he or she will likely receive a mix 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 a mix 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 rata to 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.
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The table below illustrates some, but not all, potential outcomes and sets forth the amount of stock consideration and/or cash consideration
that a Caesars stockholder could receive, depending on the number of Caesars stockholders that elect to receive shares of Harrah�s common stock
in the merger. The calculations in the table below are based on the assumption that there will be 309.5 million shares of Caesars common stock
outstanding immediately prior to the merger. These calculations will vary if there is a different number of shares of Caesars common stock
outstanding immediately prior to the merger.

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

Percentage of Percentage 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 There Is an Which There Is Common Stock by Caesars Caesars Common Stock by
Election to Receive Deemed an Election Stockholders Electing to Receive Caesars Stockholders 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 a share of Harrah�s
common stock

N/A

90% 10% $4.65 + 0.2396 of a share of Harrah�s
common stock

$17.75

80% 20% $3.01 + 0.2696 of a share of Harrah�s
common stock

$17.75

70% 30% $0.91 + 0.3081 of a share of Harrah�s
common stock

$17.75

66.42% 33.58% 0.3247 of a share of Harrah�s common
stock

$17.75

60% 40% 0.3247 of a share of Harrah�s common
stock

$14.90 + 0.0521 of a share of Harrah�s
common stock

50% 50% 0.3247 of a share of Harrah�s common
stock

$11.92 + 0.1066 of a share of Harrah�s
common stock

40% 60% 0.3247 of a share of Harrah�s common
stock

$9.93 + 0.1430 of a share of Harrah�s
common stock

30% 70% 0.3247 of a share of Harrah�s common
stock

$8.51 + 0.1689 of a share of Harrah�s
common stock

20% 80% 0.3247 of a share of Harrah�s common
stock

$7.45 + 0.1884 of a share of Harrah�s
common stock

10% 90% 0.3247 of a share of Harrah�s common
stock

$6.62 + 0.2036 of a share of Harrah�s
common stock

0 100% N/A $5.96 + 0.2157 of a share of Harrah�s
common stock

As a result of this proration feature, in most 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 a full description of the proration terms and procedures, see �The Merger Agreement � Merger Consideration � Stock Cap and Proration� on
page 91.
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Fractional Shares
Harrah�s will not issue fractional shares of Harrah�s common stock in the merger. As a result, 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 a full description of the treatment of fractional shares, see �The Merger Agreement � Fractional Shares� on page 93.

Election by Caesars stockholders
An election form has been sent to Caesars stockholders together with this joint proxy statement/ prospectus for making elections to receive

stock consideration in the merger. To be effective, the election form must be properly completed, signed 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 5:00 p.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 of the merger. If a properly
completed and signed election form with respect to shares of Caesars common stock is not received by the exchange agent, together with the
appropriate stock certificates, by 5:00 p.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 a full 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 page 92.

Caesars Equity Awards
In general, upon completion of the merger, options to purchase shares of Caesars common stock will be converted into options to 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 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�s will issue Harrah�s common stock to each participant in the
supplemental retention plan.

For a full description of the treatment of Caesars equity awards, see �The Merger Agreement � Caesars Equity Awards and Benefit Plans �
Caesars Equity Awards� on page 103.

Recommendation of the Board of Directors (see pages 34 and 39)

Harrah�s
The Harrah�s board of directors believes that the merger is fair to, and in the best interest of, Harrah�s and its stockholders and has declared

the merger to be advisable to its stockholders, 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
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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� approval and adoption of the merger agreement and the transactions contemplated by the merger agreement, including
the merger.

Stockholders Entitled to Vote; Vote Required (see pages 35, 39 and 40)

Harrah�s Stockholders
You can vote at the Harrah�s special meeting if you owned Harrah�s common stock at the close of business on                     ,                     ,

which is referred to as the Harrah�s record date. On that date, there were                      shares of Harrah�s common stock outstanding and entitled to
vote at the Harrah�s special meeting. You can cast one vote for each share of Harrah�s common stock that you owned on the Harrah�s record date.
In accordance with the listing requirements of the NYSE, 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 majority 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 is referred to as the 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 majority of the shares of outstanding Harrah�s common stock entitled to vote at the special
meeting.

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 a broker or other nominee on behalf
of a beneficial 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 NYSE. �Broker non-votes� could have a negative effect on Harrah�s ability to
obtain the necessary number of votes cast in accordance with the NYSE�s listing requirements for the proposal to approve the issuance of shares
of Harrah�s common stock pursuant to the merger agreement because it is a �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
NYSE listing requirements it is a �routine� proposal and therefore a broker or nominee will have the discretionary authority under the NYSE�s
listing requirements to vote the shares for which the broker or nominee does not receive voting instructions for the proposal.

Caesars Stockholders
You can vote at the Caesars special meeting if you owned Caesars common stock at the close of business on                     ,                     ,

which is referred to as the Caesars record date. On that date, there were                      shares of Caesars common stock outstanding and entitled to
vote at the Caesars special meeting. You can cast one vote for each share of Caesars common stock that you owned on the Caesars record date.
The affirmative vote of the holders of a majority 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.
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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 as a vote against the proposal to
approve and adopt the merger agreement and the transactions contemplated by the merger agreement, including the merger.

Opinions of Financial Advisors (see pages 54 and 60)

Harrah�s
On July 14, 2004, Deutsche Bank Securities Inc., or Deutsche Bank, financial advisor to Harrah�s, delivered to the Harrah�s board of directors

its oral opinion, which was subsequently confirmed by delivery of a written opinion dated July 14, 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 a financial point of view. The full text of Deutsche Bank�s written opinion is attached to this joint proxy statement/ prospectus as Annex B.
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 as to any matters relating to the merger.

Caesars
On July 14, 2004, UBS Securities LLC, or UBS, financial advisor to Caesars, delivered to the Caesars board of directors its oral opinion,

which was subsequently confirmed by delivery of a written opinion dated July 14, 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 a financial point of view, to such holders. The full text of UBS� written opinion is attached
to this joint proxy statement/ prospectus as Annex C. 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. UBS� opinion is directed to the Caesars
board of directors and does not constitute a recommendation to any stockholder as to any matters relating to the merger.

Ownership of Harrah�s After the Merger

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            million shares of Harrah�s common stock and former Caesars stockholders will own
approximately      % of the then-outstanding shares of Harrah�s common stock.

Share Ownership of Directors and 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                      shares of Harrah�s common stock, collectively representing approximately      % 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                      shares of Caesars common stock, collectively representing      % of the shares of Caesars
common stock outstanding on that date.
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Interests of Caesars� Directors and Executive Officers in the Merger (see page 84)

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 is
terminated, in either case, under certain circumstances following the merger;

� accelerated vesting of Caesars stock options, restricted stock units, performance awards and supplemental retention units issued 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

� eligibility to receive retention bonuses in connection with the transaction.

Upon completion of the merger, Harrah�s board of directors will be increased by at least two members. The directors of Harrah�s prior to the
completion of the merger will continue to serve as the directors of Harrah�s after the merger and the vacancies created by the increase in the size
of Harrah�s board of directors will be filled by the appointment of two individuals who are currently directors of Caesars. In addition, the Harrah�s
board of directors will also consider recommending for appointment up to two additional current Caesars directors. For a full description of the
appointment of Caesars directors to the Harrah�s Board of Directors, see �The Merger Agreement � Harrah�s Board of Directors� on page 110.

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.

Listing of Harrah�s Common Stock and Delisting of Caesars Common Stock (see pages 79 and 83)

Application will be made to have the shares of Harrah�s common stock issued in the merger approved for listing on the NYSE, 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 NYSE and will be deregistered under the Securities Exchange Act of 1934, as amended, which is referred to as the Exchange Act, and
Caesars will no longer file periodic reports with the SEC.

Dissenters� Rights of Appraisal (see page 80)

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 Section 262

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 Section 262 of
the DGCL will result in a loss of the right 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
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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 shares in the name of a broker or other nominee must instruct their nominee to take the steps necessary to enable them to
demand appraisal for their shares.

Annex E to this joint proxy statement/ prospectus contains the full text of Section 262 of the DGCL, which relates to the rights of appraisal.
We encourage you to read these provisions carefully and in their entirety.

Conditions to Completion of the Merger (see page 94)

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;

� the receipt 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
Antitrust Improvements Act of 1976, as amended, which is referred to as the 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 a material
adverse effect on Harrah�s after the completion 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 a material adverse effect on the representing party;

� the absence of events or developments 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 as a reorganization
within the meaning of Section 368(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 complete 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 page 66)

The completion of the merger is subject to compliance with the HSR Act. The notifications required under the HSR Act to the U.S. Federal
Trade Commission, or the FTC, and the Antitrust Division of the U.S. Department of Justice, or the Antitrust Division, were filed on July 28,
2004. On August 27, 2004, Harrah�s and Caesars received from the FTC requests for additional information with respect to the proposed merger.
As a result of the requests for additional information, the waiting period under United States Federal antitrust law will be extended until
11:59 P.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 as is agreed among the parties and the FTC. Harrah�s and Caesars may also be required to obtain additional
regulatory approvals from various state and foreign authorities.
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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 Clearance from Regulatory Authorities (see page 101)

Harrah�s and Caesars have agreed to use their reasonable 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 July 14, 2005, which date may be extended to October 14, 2005 in circumstances described in the merger agreement. We
refer to this July 14, 2005 date, as it 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, a waiver, 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 a material 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 Solicitation by Caesars (see page 96)

The merger agreement contains restrictions on the ability of Caesars to 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 a third 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 page 106)

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 a number of circumstances, including if:

� the merger is not completed by the outside date;

� any governmental entity prohibits the merger;
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� 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 meeting.

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 results in a failure of certain of the conditions to the completion of the merger being satisfied;

� the Caesars board of directors withdraws or adversely modifies its recommendation of the merger agreement; or

� 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 fails to perform its covenants in the merger
agreement, which breach or failure to perform results in a failure 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 page 107)

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

Material United States Federal Income Tax Consequences of the Merger (see page 76)

Harrah�s and Caesars intend for the merger to qualify as a reorganization within the meaning of Section 368(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 cash in lieu of a fractional 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 Consequences� on page 76 and to consult their own tax advisors for a full understanding of the tax consequences of their
participation in the merger.
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Accounting Treatment (see page 79)

Harrah�s will account for the merger as a business combination under United States generally accepted accounting principles.

Risks (see page 29)

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 �Risks Relating to the Merger� on
page 29.

Litigation Related to the Merger (see page 89)

As of the date of this joint proxy statement/ prospectus, Caesars and Harrah�s are aware of one purported class action lawsuit that has been
filed against Caesars and its board of directors in connection with the merger. Among other things, the lawsuit seeks 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 has been filed on behalf of all
defendants. The plaintiff has not filed a response and has decided to dismiss the lawsuit without prejudice.

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 $0.30 per share of Harrah�s common stock, which were paid on February 25, 2004,
based on Harrah�s stockholders of record on February 11, 2004, and May 26, 2004, based on Harrah�s stockholders of record on May 12, 2004. In
July 2004, the Harrah�s board of directors declared dividends of $0.33 per share of Harrah�s common stock, which were paid on August 25, 2004
based on Harrah�s stockholders of record on August 11, 2004. In addition, quarterly cash dividends of $0.30 per 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, covenants in 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 December 31, 2003 and 2002 and does not currently anticipate paying cash dividends during the fiscal year
that will end on December 31, 2004.

Material Differences in Rights of Harrah�s Stockholders and Caesars Stockholders (see page 121)

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 page 121.
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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 December 31, 1999 through 2003 contained in Harrah�s annual reports on Form 10-K for the years ended December 31, 2001, 2002 and
2003, except for the financial data for the six months ended June 30, 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 a fair presentation of operating results. The information is only a summary and should be read in
conjunction with (i) 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 page 112, 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 You Can Find More Information� on
page 141.

Six Months Ended June 30, Year Ended December 31,

Pro Forma Pro Forma
for for

Horseshoe Horseshoe
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 $2,595.8 $2,238.2 $2,139.1 $4,971.9 $4,322.7 $4,098.5 $3,648.5 $3,290.4 $2,853.6
Income from operations 456.9 390.4 373.7 850.3 726.3 771.8 573.3 240.7 539.0
Income from continuing
operations before income
taxes and minority interests 308.0 277.4 260.0 528.9 475.7 533.7 345.7 16.3 340.7
Income/(loss) from
continuing operations 191.4 172.0 158.2 326.1 292.0 323.2 207.2 (12.3) 207.2
Income/(loss) before
cumulative effect of change in
accounting principle 172.0 157.8 292.6 326.2 209.0 (12.1) 208.5
Net income/(loss) 172.0 157.8 292.6 235.0 209.0 (12.1) 208.5
Earnings per share-diluted

Income/(loss) from
continuing operations 1.69 1.52 1.43 2.95 2.64 2.85 1.79 (0.10) 1.61
Net income/(loss) 1.52 1.43 2.65 2.07 1.81 (0.10) 1.62

Cash dividends declared per
common share 0.60 0.60 � 0.60 0.60 � � � �
Other Financial and
Operating Data:
Cash flows from operating
activities 369.3 409.9 737.2 732.4 786.7 525.6 480.5
Interest expense, net of
interest capitalized (117.1) (117.1) (234.4) (240.2) (255.8) (227.1) (193.4)
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At June 30, At December 31,

Pro Forma
for

Horseshoe
Acquisition

2004 2004 2003 2002 2001 2000 1999

Balance Sheet Data:
Total assets $8,253.4 $6,693.6 $6,578.8 $6,350.0 $6,128.6 $5,166.1 $4,766.8
Short-term debt, including
current portion of long-term
debt 1.7 1.7 1.6 61.7 32.6 345.9 2.9
Long-term debt 5,043.9 3,564.0 3,671.9 3,763.1 3,719.4 2,835.8 2,540.3
Stockholders� equity 1,871.3 1,871.3 1,738.4 1,471.0 1,374.1 1,269.7 1,486.3

(1) Pro forma results have been adjusted to give pro forma effect to the acquisition by Harrah�s of Horseshoe as if that transaction had occurred
on January 1, 2003. Pro forma balance sheet data assumes the transaction was consummated on June 30, 2004.

(2) Harrah�s results for the first six months of 2004 include $1.1 million in pretax credits for write-downs, reserves and recoveries.

(3) Harrah�s results for the year 2003 include $11.1 million in pretax charges for write-downs, reserves and recoveries and $19.1 million in
charges for premiums paid for, and write-offs associated with, debt retired before maturity. 2003 results reflect Harveys Colorado and
Harrah�s Vicksburg as discontinued operations.

(4) Harrah�s results for 2002 include $5.0 million in pretax charges for write-downs, reserves and recoveries, a $6.1 million charge for its
exposure under a letter of credit issued on behalf of National Airlines, Inc. and a charge of $91.2 million, net of tax benefits of $2.8 million
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 and Harrah�s Vicksburg as discontinued
operations.

(5) Harrah�s 2001 results include $22.5 million in pretax charges for write-downs, reserves and recoveries and $26.2 million of income from
dispositions of nonstrategic assets and the settlement of a contingency related to a former affiliate. 2001 also includes the financial results
of Harveys Casino Resorts from its July 31, 2001, date of acquisition. 2001 results reflect Harveys Colorado and Harrah�s Vicksburg as
discontinued operations.

(6) Harrah�s 2000 results include $220.0 million in pretax reserves for receivables not expected to be recovered from JCC Holding Company
and its subsidiary, Jazz Casino Company LLC, $6.1 million in pretax charges for other write-downs, reserves and recoveries and
$39.4 million 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 March 22, 2000, date of
acquisition. 2000 results reflect Harrah�s Vicksburg as discontinued operations.

(7) Harrah�s results for 1999 include $2.2 million in pretax charges for write-downs, reserves and recoveries and $59.8 million of gains from
sales of our equity interests in nonconsolidated affiliates and $17.0 million in pretax losses on debt retired before maturity. 1999 results
reflect Harrah�s Vicksburg as discontinued operations.
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Caesars Entertainment, Inc.

Caesars has derived the following historical information from Caesars audited consolidated financial statements for each of the five years
ended December 31, 1999 through 2003 contained in Caesars� annual reports on Form 10-K for the years ended December 31, 2001, 2002 and
2003, except for the financial data for the six months ended June 30, 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 a fair presentation of operating results. The information is only 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, all of which can be found in publicly available documents, including those incorporated by reference in
this joint proxy statement/ prospectus. See �Additional Information � Where You Can Find More Information� on page 141.

Six Months
Ended June 30, Year Ended December 31,

2004 2003 2003 2002 2001 2000 1999

(In millions, except per share amounts)
Results of Operations(1)(2):
Total revenue $2,357 $2,222 $4,455 $4,437 $4,353 $4,331 $2,654
Total operating income 375 313 460 568 543 685 380
Income from continuing
operations before cumulative
effect of accounting change(3)(4) 121 83 54 157 68 145 130
Net income (loss)(5) 219 82 46 (824) (24) 143 136
Income from continuing
operations before cumulative
effect of accounting change per
share

Basic 0.39 0.27 0.18 0.52 0.23 0.47 0.48
Diluted 0.39 0.27 0.18 0.52 0.23 0.46 0.47

Net income (loss) per share
Basic 0.71 0.27 0.15 (2.74) (0.08) 0.48 0.45
Diluted 0.70 0.27 0.15 (2.71) (0.08) 0.46 0.44

At December 31,
At June 30,

2004 2003 2002 2001 2000 1999

Balance Sheet Data:
Total assets $9,687 $9,542 $9,714 $10,854 $10,995 $11,151
Total debt 4,543 4,619 4,910 5,308 5,398 5,624
Stockholders� equity 3,322 3,058 2,957 3,767 3,784 3,740

(1) On December 24, 2003, Caesars announced that they had entered into a definitive agreement to sell the Las Vegas Hilton which was
consummated on June 18, 2004. Due to the sale, the results of the Las Vegas Hilton have been reclassified to �Discontinued Operations� on
the statement of operations and the assets and liabilities of the Las Vegas Hilton have been reclassified to separate line items on the
balance sheet titled �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 (loss).

(2) Beginning in 2000, operating results include the acquisition of Caesars World, Inc. which was completed in December 1999.
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(3) Excludes charges for the cumulative effect of accounting changes of $979 million related to goodwill in 2002 and $2 million related to
pre-opening expense in 1999. In accordance with the adoption of SFAS No. 142, on January 1, 2002, Caesars no longer amortizes
goodwill.

(4) Includes the following:

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

� For 2002, a $7.5 million charge related to the cancellation of an energy contract, $2.5 million in damage costs caused by tropical storms to
Caesars� Gulf Coast properties, a $9 million charge related to settling employment agreements with a former officer, a $43 million charge
for the buy-out, settlement of a litigation, and revaluation of the Bally�s Casino New Orleans, and a $4 million 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
$44 million gain related to the sale of Caesars� interest in Jupiters Limited.

� For 2001, a $19 million impairment charge related to the sale of the Flamingo Reno property and $32 million 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 leisure spending resulting from the September 11, 2001 attacks.

(5) For the six months ended June 30, 2004, net income includes a gain on sale of $87 million, net of taxes, related to the sale of the Las Vegas
Hilton.

23

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 38



Table of Contents

Selected Unaudited Pro Forma Condensed Combined Financial Data

The following selected unaudited pro forma condensed combined financial income statement data for the year ended December 31, 2003
and the six months ended June 30, 2004 gives effect to the acquisition by Harrah�s of Horseshoe, the merger, the sale of Harrah�s Shreveport to
Boyd Gaming Corporation, and 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 as if these transactions had occurred on January 1, 2003 and the unaudited pro forma condensed combined balance sheet
data gives effect to the acquisition of Horseshoe and the merger as if these transactions had occurred on June 30, 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 this joint proxy statement/ prospectus as
described under �Unaudited Pro Forma Condensed Combined Financial Statements� beginning on page 112, 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 this joint proxy statement/ prospectus. See �Additional Information � Where You Can Find More
Information� on page 141.

Six Months Ended Year Ended
June 30, 2004 December 31, 2003

(In millions, except per share amounts)
Income Statement Data:

Net revenues $4,593.2 $8,693.0
Income from operations 788.8 1,209.8
Income from continuing operations 263.2 271.0
Earnings per share from continuing operations

Basic 1.48 1.54
Diluted 1.45 1.53

At June 30, 2004

(In millions)
Balance Sheet Data:

Total assets $18,974.6
Total debt, including current portion 10,715.1
Stockholders� equity 5,184.7
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Comparative Per Share Information

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 financial position had the
transaction occurred on June 30, 2004, operating results that would have been achieved had the transaction been in effect as of January 1, 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 page 112. The historical per share information is derived from the audited financial statements as of and for
the year ended December 31, 2003 for each of Harrah�s and Caesars, except for the financial data for the six months ended June 30, 2003 and
June 30, 2004, which is derived from Harrah�s and Caesars� unaudited financial statements.

This information 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 You Can Find More Information� on page 141.

Harrah�s
Historical Entertainment Pro Forma
Harrah�s As Adjusted for Historical Pro Forma Equivalent of One

Entertainment Horseshoe (1) Caesars Combined Caesars Share (2)

Income from continuing operations per
share-diluted(3):

Year ended December 31, 2003 $ 2.64 $2.95 $ 0.18 $ 1.53 $0.50
Six months ended June 30, 2004 1.52 1.69 0.39 1.45 0.47

Book value per share(4):
December 31, 2003 $15.68 $10.07 N/A N/A
June 30, 2004 16.72 10.77 $29.06 $9.44

Cash dividends declared per share $ 0.60 $0.60 $ � $ 0.60 $0.19
Outstanding shares (in millions)

December 31, 2003 110.9 303.8 N/A
June 30, 2004 111.9 308.5 178.4

(1) Pro forma results to reflect the impact of the Horseshoe acquisition as if that transaction, which was consummated on July 1, 2004, had
occurred on January 1, 2003. For additional historical financial information regarding Horseshoe, see �Additional Information � Where You
Can Find More Information� on page 141.

(2) The Pro 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) The table above combines Harrah�s results of operations for the fiscal year ended December 31, 2003 and the results of operations for the
six months ended June 30, 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 June 30, 2004, and
December 31, 2003, by the number of common shares outstanding as of those dates and Caesars unaudited total stockholders� equity as of
June 30, 2004, and December 31, 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 June 30, 2004 (without including outstanding options). See �Unaudited Pro Forma Condensed Combined
Balance Sheet� on page 115. 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 be issued in the merger.
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Comparative Per Share Market Price Data

Harrah�s common stock trades on the NYSE under the symbol �HET.� Caesars common stock trades on the NYSE under the symbol �CZR.� The
table below sets forth, 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 NYSE. 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 page 19.

Harrah�s Common Stock Caesars Common Stock

High Low Dividends Paid High Low Dividends Paid

Fiscal Year 2002
First quarter $45.39 $34.95 $ � $10.98 $ 8.70 $ �
Second quarter 51.35 41.70 � 12.93 9.50 �
Third quarter 49.30 39.51 � 10.53 7.38 �
Fourth quarter 50.60 37.65 � 8.79 6.06 �

Fiscal Year 2003
First quarter 40.75 30.30 � 8.64 6.50 �
Second quarter 44.30 34.20 � 9.23 6.90 �
Third quarter 44.11 38.65 0.30 10.00 8.22 �
Fourth quarter 49.94 40.85 0.30 11.09 8.87 �

Fiscal Year 2004
First quarter 56.40 48.90 0.30 13.74 10.93 �
Second quarter 57.50 50.86 0.30 15.22 12.01 �
Third quarter 55.21 43.94 0.33 16.84 13.20 �
Fourth quarter (through
October 19, 2004) 56.37 52.78 � 17.40 16.68 �

The following table presents:

� the last reported sale price of a share of Harrah�s common stock, as reported on the NYSE; and

� the last reported sale price of a share of Caesars common stock, as reported on the NYSE;
in each case, on July 14, 2004, the last full trading day prior to the public announcement of the proposed merger, and on                     ,
                    , the last practicable trading day prior to the date of this joint proxy statement/ prospectus.

Harrah�s Caesars
Date Common Stock Common Stock

July 14, 2004 $50.98 $16.00
,

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 stockholders in determining whether
to approve the issuance of 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,

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 42



27

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 43



Table of Contents

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/ prospectus in considering whether to approve the respective proposals before them. See �Additional Information � Where You
Can Find More Information� on page 141.
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RISKS RELATING TO THE MERGER

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, 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 Form 10-K for the year ended December 31, 2003, which are filed with the SEC and incorporated by reference into this joint proxy
statement/ prospectus.

Harrah�s and Caesars may be required to comply with material restrictions or conditions in order to obtain the regulatory approvals to
complete the merger and any delays in 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 Antitrust Improvements 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 governmental 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�s if 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 complete 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 a full
description of the regulatory approvals required for the merger see �The Merger � Regulatory Approvals Required for the Merger� on page 66.

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
stockholders in the merger. Further, at the Caesars special meeting, Caesars stockholders will not know the exact value of Harrah�s
common stock that will be issued in the merger.

The price of Harrah�s common stock might decrease from its market price on July 14, 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 stockholders
in the merger will decrease. See �Summary � The Merger � Merger Consideration� on page 8. The merger agreement does not provide Caesars with
a price-based termination right or other
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protection for Caesars or its stockholders against declines in the market price of Harrah�s common stock. Therefore, Caesars cannot terminate the
merger agreement solely because of a decrease in the trading price of Harrah�s common stock.

In addition, because the date when the merger is completed will 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 a result, 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                     ,                     , the most recent practicable date prior to the printing of this joint
proxy statement/ prospectus, the closing price of Harrah�s common stock varied from a low of $          to a high of $          , and ended that period
at $          . 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 $17.75 in 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�s in the merger and other adjustments as described in this joint proxy statement/
prospectus. As a result of proration, even if a Caesars stockholder elects to receive shares of Harrah�s common stock in the merger, such Caesars
stockholder may nonetheless receive a mix 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 a mix of Harrah�s common stock and cash. For a full
description of the proration terms and procedures, see �The Merger Agreement � Merger Consideration � Stock Cap and Proration� on page 91 and
�Summary � The Merger � Merger Consideration� on page 8.

Harrah�s will 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 $1.9 billion of new financing. Proceeds from the
financing will be used to fund the cash portion of the consideration paid to Caesars stockholders. Harrah�s debt outstanding as of June 30, 2004
was approximately $3.6 billion. On July 1, 2004, Harrah�s borrowed an additional $1.0 billion under its existing credit facility to finance the
acquisition of Horseshoe Gaming Holding Corp. and assumed $535 million, face amount, of Horseshoe�s outstanding debt. Giving effect to the
merger, Harrah�s pro forma total debt outstanding as of June 30, 2004 would have been approximately $11.7 billion. As a result of this increase
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�s to dedicate a substantial portion of its cash flow from operations to payments on its debt, thereby reducing funds available
for working capital, capital expenditures, dividends, acquisitions and other purposes;

� increase Harrah�s vulnerability to, and limit flexibility in planning for, adverse economic and industry conditions;

� affect Harrah�s credit rating;
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� limit 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

� limit Harrah�s ability to apply proceeds from an offering or asset sale to purposes other than the repayment of debt.
If Harrah�s is 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�s is 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 a timely manner or at all. If Harrah�s is unable to secure
such additional financing, the completion of the merger will be jeopardized and Harrah�s will 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�s to 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;

� unanticipated issues in integrating information, communications and other systems;

� unanticipated 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�s will result in the realization of the full benefits anticipated from the
merger.

If the proposed merger is not completed, Harrah�s and Caesars will have incurred substantial costs that may adversely affect Harrah�s
and 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 resources in an effort to complete the merger and are each subject to restrictions contained in the merger
agreement on the conduct of its business. If the merger is not completed, Harrah�s and Caesars 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, Caesars is required to pay Harrah�s a break-up fee of $180.0 million. See �The Merger
Agreement � Break-up Fee� on page 107.
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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.

Failure to achieve the anticipated benefits of Harrah�s acquisition of Horseshoe Gaming Holding Corp. could adversely impact Harrah�s
business.

On July 1, 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.

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. This integration will cause Harrah�s to incur cash outflows in completing
the integration process, such as fees and expenses of professionals and consultants involved in completing the integration process and integrating
technology and personnel.

Directors of Caesars have interests in 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 of options, restricted
stock units, performance awards and supplemental retention units as 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. As a result 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 a full description of the interests of directors and executive officers of Caesars in the merger, see �The Merger � Interests of
Caesars� Directors and Executive Officers in the Merger� on page 84.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This joint proxy statement/ prospectus and the other documents incorporated by reference into this 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 as
legal proceedings and future financial results, in each case relating to Harrah�s or Caesars, respectively, wherever they occur in this joint 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 results to 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 factors identified elsewhere, important factors that could cause actual results to 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 Caesars into Harrah�s, on a timely basis;

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

� litigation outcomes and judicial actions, including gaming legislative 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.

You 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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THE HARRAH�S SPECIAL MEETING

General

This joint 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 stockholders.

Date, Time, Place and Purpose of the Harrah�s Special Meeting

The special meeting of Harrah�s stockholders will be held on                     ,                     at       a.m., local time, at Rio All-Suite Hotel &
Casino, 3700 West Flamingo Road, Las Vegas, Nevada.

The Harrah�s special meeting is being held for the following purposes:

� 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 July 14, 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

� 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; and

� to 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 stockholders pursuant to the merger agreement. See �The
Merger � Recommendation of the Harrah�s Board of Directors and Its Reasons for the Merger� on page 49.

Proposal 2
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 Annex D to this joint 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.

The Harrah�s board of directors believes it is desirable to authorize additional shares of common stock so that there will be sufficient shares
available for issuance for purposes that the Harrah�s board of directors may later determine to be in the best interests of Harrah�s and its
stockholders. Such purposes
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could include the offer of shares for 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 meeting.

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,                     ,                     , are entitled to
notice of and to vote at the Harrah�s special meeting. As of the Harrah�s record date, there were                      shares of Harrah�s common stock
outstanding and entitled to vote at the special meeting, held by approximately                     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 stockholders is necessary to hold a valid special meeting. The required quorum for the transaction of business at the special
meeting is a majority 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 shares to vote on the particular proposal and the broker does not have discretionary voting power on
such proposal.

Proposal 1
In accordance with NYSE 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 a majority 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 is referred to as the �NYSE Votes Cast,� 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 NYSE Votes Cast. 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 a negative effect on Harrah�s ability to obtain the necessary number of NYSE Votes Cast. Abstentions will have the same effect as a
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 shares of outstanding 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 Directors and 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                      shares of Harrah�s common stock, or approximately      % of the outstanding shares of Harrah�s
common stock on that date.

Voting; Proxies; Revocation

You 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 York.

Voting in Person
If you plan to attend the Harrah�s special meeting and wish to vote in person, you will be given a ballot 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 vote is 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. You should vote your proxy even if you plan to attend the Harrah�s special meeting. You 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 differs for shares held as a record holder and shares held in �street name.� If you hold your shares of Harrah�s
common stock as a record 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. Your 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 proxies that 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 is indicated, 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                     ,                    , there were approximately                      shares 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.
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Revocation of Proxy
You may revoke your proxy at any time before your proxy is voted 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 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. You 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 Proposal 1, 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 NYSE
Votes Cast.

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 NYSE, brokers who hold shares of Harrah�s common stock in �street name� for a beneficial 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 NYSE 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 this joint proxy statement/ prospectus.

Proxy Solicitation

Harrah�s is soliciting proxies for the Harrah�s special meeting from Harrah�s stockholders. Harrah�s will 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 this joint proxy statement/ prospectus forms a part, and the printing and mailing of
this joint proxy statement/ prospectus and related proxy materials. In addition to the solicitation of proxies by mail, Harrah�s will request that
brokers, banks and other nominees send proxies and proxy materials to the beneficial owners 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 also made
arrangements with D.F. King & Co., Inc. to assist it in soliciting proxies, and has
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agreed to pay a fee of approximately $15,000 plus expenses for those services. Harrah�s also may use several of its regular employees, who will
not be specially compensated, to solicit proxies from Harrah�s stockholders, either personally or by telephone, Internet, telegram, facsimile or
special delivery letter.

Other Business; Adjournments

Harrah�s does not expect that any matter other than the proposals 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 time
to 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, Las Vegas, 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 York, New York 10005.

38

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 55



Table of Contents

THE CAESARS SPECIAL MEETING

General

This joint proxy statement/ prospectus is being provided to Caesars stockholders as part of a solicitation of proxies by the Caesars board of
directors for use at a special meeting of Caesars stockholders. This joint 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 Caesars Special Meeting

The special meeting of Caesars stockholders will be held on                     ,                     at       a.m., local time, at Caesars Atlantic City,
2100 Pacific Avenue, Atlantic City, New Jersey.

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

� to consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger, dated as of July 14, 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 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

� 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.

Recommendation of the Caesars Board of Directors

As discussed elsewhere in this joint 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 this joint
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 page 51. Approval and adoption of the merger agreement
and the transactions contemplated by the merger agreement, including the merger, requires the affirmative vote of a majority of all 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,                     ,                     , are entitled
to notice of and to vote at the Caesars special meeting. As of the Caesars record date, there were                      shares of Caesars common stock
outstanding and entitled to vote at the special meeting, held by approximately                     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
Atlantic City 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 stockholders is necessary to hold a valid special meeting of Caesars. The required quorum for the transaction of business at the
special meeting is a majority 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 shares to 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 a majority 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 approval 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 contemplated by the merger agreement, including the merger.

Voting by Caesars Directors and 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                      shares of Caesars common stock, or approximately      % of the outstanding shares of
Caesars common stock on that date.

Voting; Proxies; Revocation

You may vote by proxy or in person at the Caesars special meeting. Votes 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 Caesars in 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 a ballot 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 the Caesars special meeting, you must bring to the Caesars special meeting a proxy from the record holder of the shares
authorizing you to vote at the Caesars special meeting.
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You should vote your proxy even if you plan to attend the Caesars special meeting. You can always change your vote at the Caesars special
meeting.

Your vote is important. 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 a record holder and shares held in �street name.� If you hold your shares of Caesars
common stock as a record 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 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. Your 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 proxies that 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 is indicated, �FOR� approval and adoption of the merger
agreement and transactions contemplated by the merger agreement, including the merger.

Revocation of Proxies
You 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

� if 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. You 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 Solicitation

Caesars is soliciting proxies for the Caesars special 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 expenses incurred in connection with
the filing of the registration statement of which this joint proxy statement/ prospectus forms a part with the SEC and the printing and mailing of
this joint 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 instructions, if necessary. Caesars will reimburse those record holders for their reasonable expenses in so doing. Caesars has also
made arrangements with InnisFree M&A Incorporated to assist it in soliciting proxies, and has agreed to pay a fee of approximately $20,000
plus expenses for those services. Caesars also may use several of its regular employees, who will not be specially compensated, to solicit proxies
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from Caesars stockholders, either personally or by telephone, Internet, telegram, facsimile or special delivery 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 M&A Incorporated toll-free at (877) 750-5837, or collect for banks and brokers at (212) 750-5833 or write to InnisFree
M&A Incorporated, 501 Madison Avenue, 20th Floor, New York, New York 10022.
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THE MERGER

The following is a description of the material aspects of the merger. While we believe that the following description covers the 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 Annex A, for a
more complete understanding 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 as the 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 page 90.

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 alternatives 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 companies to 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.

As a part 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�s to expand its gaming operations in the United States, principally in the Midwest, South and
Atlantic City, to become one of the most diversified gaming companies in 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-Suite Hotel & 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 projects in new markets and new attractions
at existing properties, with particular focus on enhancing the strength of the Caesars brand name, (ii) increase 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�s was in the process of analyzing and considering a number of potential acquisition and development
opportunities.

On June 4, 2004, MGM MIRAGE, the third-largest U.S. gaming company, announced that it had offered to purchase Mandalay Resort
Group, the fourth-largest U.S. gaming company, 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 valued at approximately
$7.9 billion.

On or about June 7, 2004, Mr. Bollenbach contacted representatives of UBS to discuss developments in the gaming industry, including the
potential impact on Caesars of the acquisition of Mandalay by MGM MIRAGE. Mr. Bollenbach requested that UBS review the strategic
alternatives 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, including with respect to the merits
of a possible business combination transaction with Harrah�s. Consultations with UBS continued throughout the acquisition discussions.

Also on or about June 7, 2004, Messrs. Bollenbach and Loveman 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 a merger of equals
transaction. At this time, Harrah�s management and board of directors were still in the process of considering other potential acquisition and
development opportunities.

On June 10, 2004, Mr. Loveman met with representatives of Deutsche Bank to discuss potential acquisition prospects, including an
acquisition of Caesars. Between June 10 and June 30, 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. Consultations with Deutsche Bank continued throughout the acquisition discussions.

On June 29, 2004, Mr. Bollenbach contacted Mr. Loveman to inquire as to 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%. In that conversation, Mr. Loveman indicated to Mr. Bollenbach that Harrah�s would be interested in exploring a potential
business combination transaction with Caesars in which the consideration to Caesars stockholders would consist of a mix 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 a mix of cash and stock, because the cash would help Harrah�s mitigate the 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 a level 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.
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On July 2, 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 a total consideration of $17.25 per share based on the closing price of $54.65 of Harrah�s shares on
July 1, 2004. Such merger consideration included $8.63 in cash and a fixed number of 0.1578 shares of Harrah�s common stock and represented a
16.8% premium over the $14.77 closing price of Caesars common stock on July 1, 2004.

Representatives of UBS discussed the Harrah�s proposal with Mr. Bollenbach. On July 3, 2004, Mr. Bollenbach conveyed to Mr. Loveman
that the total merger consideration should represent a premium of at least 25% and that Harrah�s would need to assure Caesars that the regulatory
risks of the transaction were manageable. 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 July 5, 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 a total consideration of $17.50 per share based on the closing price of Harrah�s shares
on July 1, 2004. Such merger consideration included $5.96 in cash and a fixed number of 0.2112 shares of Harrah�s common stock and
represented a 18.5% premium over the closing price of Caesars common stock on July 1, 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 movements in 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 July 6, 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 a total consideration of $17.75 per share based on the closing stock price of Harrah�s stock on
July 1, 2004, comprised of the right of Caesars� stockholders to 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 July 1,
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 certain other aspects of a
potential transaction, including 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 merger. In this discussion, Mr. Bollenbach stated that he
intended to present the terms of the potential combination to Caesars board of directors in a telephonic board meeting to be scheduled for July 8,
2004.

It was agreed and understood by Messrs. Bollenbach and Loveman 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 consulted with several members of Caesars� board of directors, and kept them updated on the status of the
preliminary discussions with Harrah�s.
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On July 7, 2004, Mr. Bollenbach separately informed the members of Caesars� board of directors by telephone 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 July 8, 2004, Caesars� board of directors held a special telephonic 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� legal advisors, and Caesars� management reviewed a number of
considerations with respect to the transaction, including regulatory and antitrust considerations; and

� the board, along with Caesars� management and legal and financial advisors, discussed the possible business combination transaction.
At the conclusion of the July 8, 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 July 9, 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�s legal counsel, met at the Costa Mesa, California office of Latham & Watkins LLP on July 9, 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 June 2004.

Harrah�s and Caesars each made available to the other party legal and business due diligence materials beginning on July 9, 2004. From July
9 through July 14, 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 July 3 and July 9, 2004, Mr. Loveman separately informed the members of Harrah�s board of directors by telephone of the recent
developments with Caesars and the status of the preliminary discussions regarding a possible business combination transaction, and requested
that a special board meeting of Harrah�s board of directors be held on July 10, 2004.

Harrah�s board of directors held a special telephonic meeting on July 10, 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;
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� Harrah�s management made a presentation regarding the proposal to acquire Caesars, including a review 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 July 10, 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 July 10, 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 stockholders to vote in 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 July 10 through July 14, 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 exercise its �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 July 12, 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:

� representatives 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;

� Harrah�s management responded to issues raised by the board at the July 10, 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 July 10, 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 July 10, 2004 board meeting, and also made presentations with respect to a number 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.
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At the conclusion of the July 12, 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 July 12, 2004, Caesars� board of directors held a special meeting at the offices of Skadden Arps in New York, New York, 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 also 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 July 12, 2004 and the Harrah�s and Caesars� board meetings on
July 14, 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 July 14, 2004, Messrs. Loveman, Bollenbach and representatives of Latham and Watkins LLP and Skadden Arps
participated in a conference call to discuss and resolve certain outstanding issues in the merger agreement.

On July 14, 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 July 12, 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
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� representatives of Deutsche Bank made a financial presentation and rendered the fairness opinion of Deutsche Bank discussed in �� Opinion
of Harrah�s Financial Advisor� on page 54. Such opinion is attached to this joint proxy statement/ prospectus as Annex B.

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 shares in the merger and unanimously
resolved to recommend that the Harrah�s stockholders vote to approve the issuance of shares of Harrah�s common stock in the merger.

On July 14, 2004, Caesars� board of directors held a special meeting at the offices of Skadden Arps in New York, New York 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, as well 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
developments in 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 a financial presentation and rendered to the Caesars board its oral opinion, which was subsequently
confirmed by delivery of a written opinion dated July 14, 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 a financial point of view, to such holders, as discussed in �� Opinion of Caesars�
Financial Advisor� on page 60. Such opinion is attached to this joint proxy statement/ prospectus as Annex C.

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 contemplated by the merger agreement, including the merger.

The merger agreement was executed by the parties on the evening of July 14, 2004.

Prior to the opening of trading on the New York Stock Exchange on July 15, 2004, Harrah�s and Caesars issued a joint press release
announcing the execution of the merger agreement.

Recommendation of the Harrah�s Board of Directors and Its Reasons for the Merger

The Harrah�s board of directors believes there are substantial benefits to Harrah�s stockholders that can be obtained as a result of the merger.
If this transaction 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 a meeting held on July 14, 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
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stockholders, 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 as its legal counsel, 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 directors in 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 operations in 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�s in most U.S. commercial gaming markets;

� the ability to control premier gaming brands;

� access to assets in core markets, such as Las Vegas, and new markets;

� increased 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
conditions in the gaming industry generally;

� information concerning the recent and past stock price performance of Harrah�s and Caesars common stock, as well as the views of Wall
Street equity analysts regarding the two companies; and

� the prices paid in comparable transactions involving other gaming companies, as well as the trading performance of the stock of
comparable companies in the industry;

� the following terms in 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 $180 million break-up fee if the merger agreement is terminated 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
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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 a financial 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 a result of the issuance of the shares in 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;

� the risk 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 properties in 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 �Risks Relating to the Merger� on page 29.

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 factors it 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 directors is intended 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 all 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 this information, 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 stockholders approve the issuance of shares of Harrah�s common stock to Caesars stockholders pursuant to the
merger agreement.

Recommendation of the Caesars Board of Directors and Its Reasons for 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
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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 stockholders 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� financial 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 July 13, 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:

� a premium of approximately 23.4% over the closing price of Caesars common stock on the NYSE on July 13, 2004; and

� a premium of approximately 20.6%, 30.7% and 51.2% over the average closing price of Caesars common stock on the NYSE for the
thirty-day, six-month and twelve-month trading periods respectively including July 13, 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 a fully-diluted basis, approximately 37% of the outstanding Harrah�s common stock
immediately following the merger;

� because the stock portion of the merger consideration is a fixed number of shares of Harrah�s common stock, the opportunity for Caesars
stockholders to benefit from any increase in the trading price of Harrah�s common shares between the announcement of the merger and the
completion of the merger;

� the 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 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 page 60, 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 a financial point of view, to such holders;
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� the expected qualification of the merger as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code, or as an
exchange under Section 351 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 �� Material United States
Federal Income Tax Consequences� on page 76;

� 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 page 96, Caesars can
furnish information to and conduct negotiations with a third party in connection with an unsolicited proposal for a business combination
or acquisition of Caesars that is likely 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

� the 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 directors to the Harrah�s board
of directors, which is expected to provide a degree of continuity and involvement by Caesars directors in 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;

� 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 $180.0 million 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 page 107;
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� 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 complete 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 �Risks Relating to the Merger� on page 29.

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 Officers in the Merger� on page 84, 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 directors includes all 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 all 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 this information, 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
recommended that Caesars stockholders approve and adopt the merger agreement and the transactions contemplated by the merger agreement,
including the merger.

Opinion of Harrah�s Financial Advisor

Deutsche Bank Securities Inc., which is referred to as Deutsche Bank, has acted as financial advisor to Harrah�s in connection with the
merger. On July 14, 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 a financial point of view, to Harrah�s.

The full text of Deutsche Bank�s written opinion, dated July 14, 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 Annex B to this joint
proxy statement/ prospectus. Harrah�s
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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�s role as financial 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 a combined 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;

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

� reviewed the terms of the merger agreement and certain related documents; and

� performed 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 all 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 a result of the merger,
which we collectively refer to as the synergies, made available to Deutsche Bank and used in its analysis, 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 reasonableness 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 as in effect on, and the information made available to Deutsche Bank as of, the date of its opinion.

For purposes of rendering its opinion, Deutsche Bank has assumed that, in all respects material 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;

� all conditions to the obligations of each of Harrah�s, Harrah�s Operating Company and Caesars to complete the merger will be satisfied
without any waiver thereof; and

� all 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) is a party or is subject or by which it is bound, no limitations, restrictions

55

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 73



Table of Contents

or conditions will be imposed or amendments, modifications or waivers will be made that would have a material 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 be
tax-free to Harrah�s.

Deutsche Bank�s Financial Analysis
Set forth below is a summary 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 July 14, 2004.

Analysis of Selected Publicly Traded Companies. Deutsche Bank reviewed certain financial information and calculated commonly used
valuation measurements for Caesars and Harrah�s, as applicable, to corresponding information and measurements for groups of publicly traded
companies in 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 June 6, 2004, the last trading day prior to the announcement by MGM MIRAGE of its intent 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 June 6, 2004, the last trading day prior to the announcement by MGM MIRAGE of its intent to acquire
Mandalay Resort Group);

� MGM MIRAGE; and

� Station Casinos, Inc.

The financial 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.

To calculate 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 analysts.

Deutsche Bank observed that the implied value of Caesars common stock based on the selected publicly traded companies analysis ranged
from $14.98 to $18.51 per share using the multiple of total enterprise value to estimated 2004 EBITDA, and from $14.56 to $18.26 per share
using the multiple of total enterprise value to estimated 2005 EBITDA. Deutsche Bank compared those ranges of values to (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
July 9, 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 July 9, 2004. 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 $62.11 per share using the multiple of total enterprise value to estimated
2004 EBITDA, and from $56.33 to
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$69.20 per share using the multiple of total enterprise value to estimated 2005 EBITDA. Deutsche Bank compared those ranges of values to
(i) $51.44, the Harrah�s closing share price on July 9, 2004, and (ii) $53.01, which represents the Harrah�s average share price over the 30-day
period ending on July 9, 2004.

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 analysis is identical to Caesars or Harrah�s. Accordingly, Deutsche Bank believes the
analysis is not simply mathematical. Rather, it involves complex considerations and qualitative judgments, reflected in Deutsche Bank�s opinion,
concerning differences in 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-alone 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�s as 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

� the terminal 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 projections for 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 multiples were 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 analysis ranged from $20.00 to $23.00 per share, and (ii) the implied value of Caesars common stock, treating Caesars as a
part of Harrah�s, based on the discounted cash flow analysis ranged from $23.00 to $26.50 per share. Deutsche Bank compared each of these
ranges of values to (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 July 9, 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 July 9, 2004. Deutsche Bank also observed that the implied value of
Harrah�s common stock based on the discounted cash flow analysis ranged from $69.50 to $80.50 per share and compared that range of values to
(i) $51.44, the Harrah�s share price as of July 9, 2004, and (ii) $53.01, which represents the Harrah�s average share price over the 30-day period
ending on July 9, 2004.
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Analysis of Selected Precedent Transactions. Deutsche Bank reviewed five mergers and acquisitions transactions announced since June 6,
1996, in the gaming industry. The transactions reviewed, which are referred to as the selected 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 a range of values of $18.51 to $22.04. Deutsche Bank
compared that range of values to (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 July 9, 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 July 9, 2004.

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 June 6, 1996 and June 16, 2004, during which the
selected transactions were announced.

Premiums Paid Analysis. Deutsche Bank reviewed premiums to stock price paid in 74 non-financial company mergers and acquisitions
transactions in the $5 billion to $15 billion total enterprise value range since January 1, 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 a range 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 a range 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 as if the merger was
announced on July 12, 2004, and calculated implied ranges of stock prices of $16.69 to $17.36 per share based on the one day premium range,
$18.52 to $19.25 per share based on the one week premium range, and $19.19 to $19.91 based on the one month premium range. Deutsche Bank
compared these ranges of implied share prices to (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 July 9, 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 July 9, 2004.

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.

58

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 76



Table of Contents

The following chart sets forth the results of this analysis:

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 forma for 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%. 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%.

General. The foregoing summary describes all analyses and factors that Deutsche Bank deemed material 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 a fairness opinion is a complex process involving the application of subjective business judgment in
determining the most appropriate and relevant 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.

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
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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 directors in 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 directors to 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 financial 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 a letter agreement dated July 9, 2004,
which is referred 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. 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 also 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 securities laws 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 as the
�DB Group.� One or more members of the DB Group have, from time to time, provided investment banking, commercial banking (including
extension of credit) and other financial services to Caesars and Harrah�s or their affiliates for which it has received compensation, including
(1) the Harrah�s June 2004 $750 million 5.50% senior notes offering for which a member of the DB Group acted as co-manager, (2) the Harrah�s
June 2004 $2.5 billion revolving credit agreement, for which a member of the DB Group acted as managing agent, (3) Caesars� March 2004
$2.0 billion credit agreement, for which a member of the DB Group acted as joint lead arranger and joint book-running manager, (4) Caesars�
March 2004 $375 million floating rate contingent convertible senior notes offering for which a member of the DB Group acted as joint
book-running manager, and (5) other securities offerings by Harrah�s and Caesars with respect to which a member of the DB Group participated
in a managing role. One or more members of the DB Group have 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 DB Group 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 DB Group 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 DB Group may at any time hold a long or
short position in such securities, instruments and obligations.

Opinion of Caesars� Financial Advisor

UBS Securities LLC, which is referred to as UBS, acted as financial advisor to Caesars in connection with the merger and evaluated the
fairness, from a financial point of view, of the aggregate merger consideration to be received in the merger by the holders of Caesars common
stock. On July 14, 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 a written opinion dated July 14, 2004, to the effect that, as of that date and based on
and subject to various assumptions made, matters considered and
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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 a financial point of view, to such holders.

The full 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 Annex C to this joint proxy statement/ prospectus. UBS� opinion is directed only
to the fairness, from a financial point of view, of the aggregate merger consideration to be received in the merger by holders of Caesars
common stock and does not address any other aspect of the merger. UBS� opinion also does not address the merits of the merger as
compared to other business strategies or transactions that might be available to Caesars or any underlying business decision of Caesars
in connection with the merger or any other matter, nor does the opinion constitute a recommendation to any holder of Caesars common
stock as to how such stockholder should vote with respect to the merger agreement or any other matter or as to such stockholder�s
election regarding the form of the merger consideration to be paid to such stockholder. Caesars common stockholders are encouraged to
read UBS� opinion carefully in its entirety. The summary of UBS� opinion described below is qualified in its entirety by reference to the full
text of the opinion.

In arriving at its opinion, UBS, among other things:

� reviewed certain publicly available business and historical financial information relating to Caesars and Harrah�s;

� reviewed 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 financial and stock market data with respect to other companies in 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 financial terms of certain other transactions which UBS believed to
be generally relevant;

� 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, UBS relied 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 UBS in 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 calculations 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 as a reorganization for U.S. federal income tax purposes. UBS� opinion was necessarily based on economic,
monetary, market and other conditions existing on, and
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information available to UBS as of, the date of its opinion. Subsequent developments in those conditions could require a reevaluation 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 material 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 specifically analyze the impact on any
individual stockholder of Caesars as to such stockholder�s election regarding the form of consideration to be received pursuant to the merger
agreement. 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 all of the material
terms of the merger agreement. UBS also assumed that all governmental, regulatory or other consents and approvals necessary 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 a recommendation 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 a fairness opinion is a complex 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.

Accordingly, UBS believes that its analyses and the summary set forth below must be considered as a whole 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 all analyses undertaken by it and assessed as a whole, 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 a financial 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 a financial 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 directors in 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 is a summary of the material financial analyses performed by UBS in connection with providing its opinion to the board of
directors of Caesars on July 14, 2004. Some of the summaries of the financial analyses include information presented in tabular format.
To fully understand the financial
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analyses, the tables should be read together with the text of each summary. Considering the data in the tables without considering the
narrative description of the financial analyses, including the methodologies and assumptions underlying the analyses, could create a
misleading 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 July 13,

2004, and average closing prices over specified periods preceding July 13, 2004, and calculated 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 $17.17 per share
based on the July 13, 2004 closing price of Harrah�s common stock. A summary of these historical stock price statistics is set forth in the
following table:

Implied Premium
Specified Period Average Closing Price at $17.17 Offer

July 13, 2004 $13.92 23.4%
10 Trading Days $14.13 21.6%
20 Trading Days $14.28 20.2%
30 Trading Days $14.24 20.6%
40 Trading Days $13.93 23.3%
60 Trading Days $13.79 24.5%
Six Months $13.14 30.7%
One Year $11.36 51.2%
Two Years $ 9.64 78.1%

Historical Implied Exchange Ratio Analysis
UBS reviewed the historical common stock prices of Caesars and Harrah�s as of July 13, 2002, and for specified periods preceding July 13,

2004. UBS calculated the exchange ratios implied by the common stock prices for specified periods and compared them to 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

July 13, 2004 0.2678 23.4%
10 Trading Days 0.2658 25.3%
20 Trading Days 0.2685 23.1%
30 Trading Days 0.2688 22.9%
40 Trading Days 0.2634 24.8%
60 Trading Days 0.2583 27.7%
Six Months 0.2471 33.5%
One Year 0.2321 42.3%
Two Years 0.2141 54.3%

Selected Gaming Companies� Trading Statistics
UBS compared selected financial 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.;
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� Aztar Corp.;

� Boyd Gaming Corp.;

� Isle of Capri Casinos, Inc.;

� MGM MIRAGE;

� Penn National 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 July 13, 2004 closing stock prices) plus
total debt and other long-term liabilities, less cash and cash equivalents, to:

� last 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 also reviewed, among other information, the ratio of the selected companies� share price as of closing on July 13, 2004 to projected
earnings per share, referred to as EPS, for 2004 and 2005.

Estimated financial data for the selected companies were based on publicly available information, various research reports, and consensus
estimates.

This analysis indicated the following multiples:

TEV/EBITDA P/E Multiples

LTM 2004E 2005E 2004E 2005E

Selected Companies
Mean 9.3 8.7 8.1 17.6 19.4
Median 8.9 8.7 8.0 16.8 15.2
High 14.2 12.8 11.4 24.5 53.9
Low 6.2 6.0 6.0 12.4 9.7

Harrah�s 8.6 7.9 8.0 16.1 14.8
Caesars at Market Price 7.8 7.4 7.0 20.2 18.3
Caesars at Offer Price 8.8 8.4 8.0 24.9 22.6

UBS noted that none of the selected companies is 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, (1) the ratio of TEV to estimated EBITDA and (2) the premium paid over the stock price one day and 30 days
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This analysis indicated 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-Days Prior

Comparable Transactions
Mean 7.1 33% 31%
Median 6.9 30% 28%
High 10.0 56% 60%
Low 4.8 18% 7%

Caesars 8.0 23% 21%

UBS noted that none of the selected precedent transactions is either identical or directly comparable to the merger and that any analysis of
selected precedent transactions necessarily involves complex considerations and judgments concerning financial and operating characteristics
and other factors that could affect the acquisition values of the companies concerned.

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 a range
of multiples of estimated 2009 EBITDA of 6.5x to 7.5x. This analysis indicated an implied equity value reference range per Caesars share of
$13.94 to $20.33.

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 a terminal value based on a range of
multiples of estimated 2009 EBITDA of 7.5x to 8.5x. This analysis indicated an implied equity value reference range per Harrah�s share of
$50.27 to $68.18.

Pro Forma Combination Analysis
UBS analyzed the potential pro forma financial 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 IBES
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 regulatory approvals.

For purposes of its pro forma analysis, at the direction of Caesars, UBS made various assumptions, including (1) annual pre-tax synergies of
$50 million, $100 million and $150 million, (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
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would be accretive for 2006 and 2007 only in the scenario assuming no divestitures and $150 million 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 $50 million 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 $150 million of annual pre-tax synergies.

Other Factors
In the course of preparing its opinion, UBS also reviewed and considered other information and data, including:

� historical trading multiples for Caesars and Harrah�s common stock;

� historical EBITDA margin, return on book equity, consensus projected EPS forecasts and consensus long-term growth rate forecasts for
Caesars, Harrah�s and selected other gaming industry companies; and

� publicly available research analysts� reports for Caesars and Harrah�s.

Miscellaneous
Caesars selected UBS as its 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 will receive a customary fee for its
financial advisory services in connection with the merger. In addition, Caesars has agreed to reimburse UBS for its reasonable 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 its investment 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 a long 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 Antitrust Improvements Act of 1976, as amended, which is referred to as the 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 July 28, 2004, Harrah�s and Caesars each filed a Premerger
Notification and Report Form with the Antitrust Division and the FTC.

On August 27, 2004, Harrah�s and Caesars received from the FTC requests for additional information with respect to the merger. As a result
of the requests for additional information, the waiting period under the HSR Act will be extended until 11:59 P.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 as is agreed
among the parties and the FTC.
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There can be no assurance that the governmental reviewing authorities will terminate the applicable statutory waiting periods or clear the
merger at all 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 Harrah�s or Caesars, after the special meetings, to agree to any terms and conditions necessary to resolve any regulatory objections to 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 also 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 August 9, 2004, Harrah�s and Caesars received from
the Office of Attorney General of the Commonwealth of Pennsylvania a request for information with respect to the merger. In addition, on
September 13, 2004, Harrah�s received from the Department of Justice of the State of Louisiana a request 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 a challenge is made, Harrah�s and Caesars
will prevail. Harrah�s and Caesars do not believe that the merger will violate U.S. federal 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 permits in 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 Approval� on page 101.

The following is only a summary of the various applicable gaming regulatory requirements with respect to the merger. For a complete
description of the regulatory requirements applicable to Harrah�s and Caesars, see �Description of Governmental Regulation� filed at Exhibit 99.1
to Harrah�s Annual Report on Form 10-K for the fiscal year ended December 31, 2003 and �Business � Regulation and Licensing� in Caesars�
Annual Report on Form 10-K for the fiscal year ended December 31, 2003.

The failure:

� to obtain the required approval of the merger and the issuance of shares of Harrah�s common stock;

� to comply with the procedural requirements prescribed by any applicable gaming regulatory authority; or

� of Harrah�s or Caesars to 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 reference in this joint proxy statement/ prospectus, may result in the loss
of license or denial of application for licensure in any such jurisdiction.
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Nevada Gaming Regulation. As a result 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 local liquor and gaming
authorities, which are collectively referred to as the Nevada Gaming Authorities.

The Nevada Act provides that the acquisition of control of a registered 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�s will 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�s will also 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 facilities in Nevada. Caesars will 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 in a
variety of stringent standards prior to the completion of the merger. The Nevada State Gaming Control Board and the Nevada Gaming
Commission will consider all relevant material 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 financial stability, integrity and success of its operations, as well as its current
business activities;

� the adequacy of the proposed financing; and

� whether the merger will create a significant 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 is in the best interests
of the State of Nevada under the multiple licensing criteria in 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 basis in the following categories:

� total number of slot machines;

� total number of games;

� total number of tables;

� gross revenue;

� percentage tax;

� live entertainment tax;

� number of rooms available for the public;

� number of employees hired; and

� total payroll.
68

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 89



Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 90



Table of Contents

The Nevada Gaming Commission may also require controlling stockholders of Harrah�s and certain of the individuals 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 suitability is comparable to licensing, and both require submission
of detailed personal and financial information followed by a thorough investigation.

If the Nevada Gaming Authorities were to find an officer, director or key employee unsuitable for licensing or unsuitable to continue having
a relationship with Harrah�s, Caesars or their Nevada gaming subsidiaries, that entity would have to sever all 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 individuals 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 facilities in Nevada, or
retire or extend obligations incurred for those purposes. On November 21, 2002, the Nevada Gaming Commission granted Harrah�s prior
approval to make public offerings for a period of two years, subject to specified conditions, which is referred to as the shelf approval. Although
this approval will expire in November 2004, 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
constitute 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.

Mississippi Gaming Regulation. As a result 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 Tunica and 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 facilities in 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 a registered 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 as to a variety of stringent standards.
The Mississippi Gaming Commission will consider all relevant material facts in 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, as well as its current
business activities; and

� whether the merger will create a significant 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 Mississippi Act.
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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 also 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 licensing, and both require the submission of detailed personal and financial
information followed by a thorough investigation.

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 September 27, 2004, Harrah�s and Caesars agreed to sell Harrah�s Tunica and Bally�s Tunica, respectively, to an affiliate of Colony
Capital, LLC.

Indiana Gaming Regulation. As a result 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 facilities in 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 facilities in 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 more in a riverboat owner�s license, including through a merger, stock
acquisition, transfer, sale or purchase transaction. Therefore, the merger, as a transfer of ownership in the riverboat license, requires the approval
of the Indiana Gaming Commission.

To obtain approval from the Indiana Gaming Commission to transfer a riverboat owner�s license, Harrah�s must submit a completed
application to transfer a riverboat owner�s license and a requisite 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 financial information to the Indiana Gaming Commission for a confidential 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 a transfer 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 a riverboat 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;
70

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 92



Table of Contents

� 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.

The Indiana Gaming Commission will also consider whether the merger, as a transfer of ownership in the riverboat license, is in 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 a riverboat 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 a total 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 facilities in Indiana, Harrah�s in East Chicago, Indiana and Horseshoe Casino in Hammond, Indiana. Caesars is the majority owner and
operator of Caesars Indiana in 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 facilities in Indiana to be transferred to a non-related third party before the Indiana Gaming
Commission may approve the transfer of Caesars� riverboat licenses in the merger, and therefore, on September 27, 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 facilities to 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 a third party will be granted or will be granted on a
timely 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-approval of the Indiana Gaming Commission for a public offering of securities. However, any
person acquiring an ownership interest of five percent or more of a riverboat gaming license owner, regardless of whether the interest is direct or
indirect, as a result of any public offering of securities is 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
institutional 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 15 percent ownership interest. In addition, any information disseminated by a licensee or licensee
applicant which is later found to be inappropriate by another agency or the Indiana Gaming Commission may give rise to a disciplinary action.

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

Louisiana Gaming Regulation. As a result 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 New Orleans, both Harrah�s and
Caesars are subject to the jurisdiction of the Louisiana gaming authorities. The ownership and operation of each of Harrah�s and Caesars� gaming
operations in Louisiana are subject to the Louisiana Gaming Control Act and its regulations. The ownership and operation of Harrah�s Louisiana
Downs race-track is subject to Louisiana Revised Statute Title 4, Chapter 4 (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
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Act imposes extensive restrictions and requirements upon gaming operators in the State of Louisiana and 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 operations in 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 facts in 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 Louisiana subsidiaries after the completion of the merger;

� the suitability of any person who receives five percent or more revenue interest in the form of a commission, finder�s fee or loan repayment
as a result 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 a significant influence
over any Harrah�s Louisiana licensee;

� the business history of Harrah�s, including its record of financial stability, its integrity and the success of its operations in Louisiana and
elsewhere; 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 Louisiana law and as such a license may be revoked, suspended, conditioned or limited
at any time by the Louisiana Gaming Control Board. The Louisiana Gaming Control Board has similar discretion as to the approval of
transactions related to the merger.

New Jersey Gaming Regulation. As a result 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 activities in 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 operations in
New Jersey are subject to the authority of the New Jersey Commission and the New Jersey Division of Gaming Enforcement, which is referred
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�s intermediary and holding companies, and certain
owners and financial 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
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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 a casino 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 persons fail 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 its interest.

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�s will 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 casinos in New Jersey;

� the total casino and casino simulcasting facility square footage;
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� the number of guest rooms;

� the number of slot machines;

� the number of table games;

� net revenue;

� table game win;

� slot machine win;

� table game drop;

� slot machine drop;

� the number of casino hotel employees;

� the estimated increase in the market shares in the categories above if the person is issued 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;

� barriers to entry into the casino industry, including the licensure requirements of the Act, and whether the issuance or holding of a casino
license by the person will operate as a barrier 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 licensees in order to
maintain or increase their respective market shares;

� whether a restriction 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 as a 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 September 27, 2004, Caesars agreed to sell the Atlantic City Hilton to an affiliate of Colony Capital, LLC.

Ontario Gaming Regulation. As a result of Caesars� fifty percent indirect ownership in Windsor Casino Limited, the operator of Casino
Windsor, Caesars is subject to the jurisdiction of the Ontario gaming authorities. The gaming operations in Ontario are subject to the regulatory
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to the Ontario Lottery and Gaming Corporation, a provincial 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 a gaming 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 a registration for any reason that would have disentitled
it to registration. The criteria to be considered in connection with the registration under the Ontario Act include:

� the financial 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 functions in relation to Windsor Casino Limited.

Nova Scotia Gaming Regulation. As a result of Caesars� ninety-five percent indirect partnership interest in Metropolitan Entertainment
Group, or Metropolitan, the operator of Casino Nova Scotia (Halifax) and Casino Nova Scotia (Sydney), Caesars is 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 is referred to as the NSAGA, pursuant to the Nova Scotia Gaming Control Act and its regulations, which is referred to
as the Nova Scotia Act, and certain contractual obligations to the Nova Scotia Gaming Corporation, a provincial 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 15 days 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 a registration 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:

� the lack of financial responsibility;

� the lack of integrity and honesty;

� failure to act in the public interest; and

� failure to disclose information required by the Director of Registration;
as each relates to the applicant and persons interested in the applicant, such as parent companies and their directors and officers.
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The Nova Scotia Act also 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 also subject to a variety of gaming regulations in the other jurisdictions in which
they operate, which include Arizona, Australia, California, Delaware, Illinois, Iowa, Kansas, Missouri, North Carolina, South Africa and
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.

Harrah�s will make all filings with the appropriate regulatory authorities and take all other actions necessary, in each case in a timely
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 a timely 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 page 101.

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 as in effect on the date of this joint 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 consequences of the merger described in this discussion or that any such contrary position would not be
sustained.

This discussion is limited to U.S. holders who hold their shares of Caesars common stock as a capital asset within the meaning of
Section 1221 of the Internal Revenue Code (generally, property held for investment). This discussion does not address all of the federal income
tax consequences that may be relevant to stockholders in 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 financial institutions;

� partnerships or other entities treated as partnerships or flow-through entities;

� tax-exempt organizations;

� tax-qualified retirement plans;

� dealers in securities or currencies;

� traders in securities that elect to use the mark-to-market method of accounting for their securities holdings;
76

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 99



Table of Contents

� 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;

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

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

� stockholders who are not U.S. holders.

If a partnership 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 partners in such a partnership should consult
their tax advisors about the tax consequences of the merger to them.

Caesars stockholders are strongly urged to consult their own tax advisors regarding the specific U.S. federal 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.

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 purposes is:

� a citizen or resident of the United States;

� a corporation 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 Columbia;

� an estate that is subject to U.S. federal income tax on its income regardless of its source; or

� a trust, the substantial decisions of which are controlled by one or more U.S. persons and which is subject to the primary supervision of a
U.S. court, or a trust 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 a condition 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
Section 368(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, substantially in the form of Exhibits B and C to the
merger agreement, which assumptions and 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 reorganization within the meaning of Section 368(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 a transaction described in Section 351 of the Internal Revenue Code. This restructuring could occur if, for example, the
aggregate value of the stock consideration in the merger, as a result of a decline in 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 Section 351 of the Internal Revenue Code generally would be the same as those described below.
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Tax Consequences of the Merger
If the merger qualifies as a reorganization within the meaning of Section 368(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 loss will be recognized by Harrah�s, Caesars or Harrah�s stockholders;

� Caesars stockholders that receive solely Harrah�s common stock in the merger will not recognize gain or loss;

� Caesars stockholders that receive a combination of cash and Harrah�s common stock generally will recognize capital gain in 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�s tax 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 a fractional share of Harrah�s common stock. Gain
or loss must be calculated separately for each identifiable block of Caesars common stock exchanged in the merger and a loss realized on
one block of Caesars common stock cannot be used to offset a gain 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 a fractional 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;

� Caesars stockholders who receive cash in lieu of a fractional share of Harrah�s common stock generally will recognize capital gain or loss
in an amount equal to the difference between the amount of cash received and such stockholder�s tax basis in 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 there is no authority directly on
point, it is possible that a
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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 certifies that it is not subject to backup withholding on the substitute IRS Form W-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 Form W-8BEN or any successor form; or

� is 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 a refund or credit against a stockholder�s
U.S. federal income tax 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. federal 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

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�s will 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 a range of trading days from two days before and after July 14, 2004,
the announcement date) in the merger, the fair value of Caesars� outstanding debt at the 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�s will allocate 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.

Listing of Harrah�s Common Stock

Harrah�s will 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 NYSE upon the completion of the merger.
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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 shares will be entitled to appraisal rights
pursuant to the merger agreement under Section 262 of the DGCL, which is referred to as Section 262.

The following discussion is not a complete discussion of the law pertaining to appraisal rights under Section 262 and is qualified in
its entirety by the full text of Section 262 which is attached to this joint proxy statement/ prospectus as Annex E. The following summary
does not constitute any legal or other advice, nor does it constitute a recommendation that Caesars stockholders exercise their right to
seek appraisal under Section 262. All references in Section 262 and in this summary to a �stockholder� are to the record holder of the
shares of Caesars common stock as to which appraisal rights are asserted. A person having a beneficial interest in shares of Caesars
common stock held of record in the name of another person, such as a broker, fiduciary, depositary or other nominee, must act
promptly to cause the record holder to follow the steps summarized below properly and in a timely manner to perfect appraisal rights.

Under Section 262, 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 Section 262 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 a fair rate of interest, if
any, as determined by the court.

Under Section 262, where a merger is to be submitted for approval at a meeting of stockholders, as in 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 20 days 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 Section 262. This joint proxy statement/ prospectus shall constitute the notice, and the full text of Section 262 is attached to
this joint proxy statement/ prospectus as Annex E. Any holder of Caesars common stock who wishes to exercise appraisal rights or who wishes
to preserve such holder�s right to do so, should review the following discussion and Annex E carefully 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 Section 262 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, a written demand for the appraisal of the stockholder�s shares;

� not 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
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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
Section 262. 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 as the 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 a waiver of
appraisal rights.

Only a holder 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 a trustee, 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, as in a joint
tenancy and tenancy in common, the demand should be executed by or on behalf of all 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 beneficial 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 as to which appraisal is sought. If no number of shares is 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 shares in brokerage accounts or other nominee forms and who wish to exercise appraisal rights are urged to consult with their brokers
to determine the appropriate procedures for the making of a demand for appraisal by such a nominee.

All written demands for appraisal pursuant to Section 262 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 generally
as the surviving corporation, must notify each holder of Caesars common stock who has complied with Section 262 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 120 days after the effective time of the merger, but not thereafter, the surviving corporation or any
holder of Caesars common stock who has complied with Section 262 and is entitled to appraisal rights under Section 262 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 is the 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 Section 262.

Within 120 days 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
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has been received by the surviving corporation or within ten days after the expiration of the period for delivery of demands for appraisal,
whichever is later.

If a petition for an appraisal is timely 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 20 days to file with the Delaware Register in Chancery a duly verified list
containing the names and addresses of all 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 Section 262 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 as to fairness from a financial point of view is not necessarily an
opinion as to fair value under Section 262. You should not expect the surviving corporation to offer more than the applicable merger
consideration to any stockholder exercising appraisal rights and Harrah�s reserves the right to assert, in any appraisal proceeding, that for
purposes of Section 262, the �fair value� of a share of Caesars common stock is less than the applicable merger consideration.

Although Caesars believes that the merger consideration is fair, 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.

In determining fair value and, if applicable, a fair rate of interest, the Delaware Court of Chancery is to take into account all relevant factors.
In Weinberger v. UOP, Inc., the Delaware Supreme Court discussed the factors that could be considered in determining fair value in 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 factors involving 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. Section 262 provides that fair value is to 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
exclusion is a �narrow exclusion [that] does not encompass known elements of value,� but which rather applies only to the speculative elements of
value arising from such accomplishment or expectation. In Weinberger, the Delaware Supreme Court construed Section 262 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 all or a portion of the expenses incurred by any stockholder in connection with an appraisal, including, without limitation, reasonable
attorneys� fees and
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the fees and expenses of experts utilized in the appraisal proceeding, be charged pro rata against the value of all the shares entitled to be
appraised.

Any holder of shares of Caesars common stock who has demanded an appraisal in compliance with Section 262 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 a record 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 a written withdrawal of the demand for appraisal. However, any such attempt to withdraw
the demand made more than 60 days 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 a request to withdraw a
demand for appraisal when that approval is required, 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 Section 262 fails to 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 page 91. A stockholder will fail to perfect, or effectively lose or
withdraw, the stockholder�s right to appraisal if no petition for appraisal is filed within 120 days 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 60 days after the effective time of the merger will require the written
approval of the surviving corporation and, once a petition for appraisal is filed, the appraisal proceeding may not be dismissed as to any holder
absent court approval.

Failure to follow the steps required by Section 262 for perfecting appraisal rights may result in the loss of these rights. Consequently, any
stockholder willing to exercise appraisal rights is urged to consult with legal counsel prior to attempting to exercise such rights.

Delisting and Deregistration of Caesars Common Stock

If the merger is completed, Caesars common stock will be delisted from the NYSE 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 Shares of 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
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sell any of the shares of Harrah�s common stock received by them in 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 Rule 145 under the Securities Act of 1933; or

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

Harrah�s registration statement on Form S-4, of which this joint proxy statement/ prospectus is a part, does not cover the resale of shares of
Harrah�s common stock to be received by affiliates of Caesars in the merger.

Interests of Caesars� Directors and Executive Officers in 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�s will, 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 page 105.

Caesars Employment and Change of Control Agreements
The following directors and executive officers of Caesars 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.

Stephen Bollenbach
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, he is entitled to receive: (i) a lump-sum 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 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 December 31,
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 duties inconsistent with his
position or material diminution in position, authority or reporting requirements; (ii) failure of Caesars to 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 receive if he terminated his
employment for good reason.
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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, he is entitled to receive: (i) a lump-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 covenants in Mr. Barr�s employment
agreement, including confidentiality, non-competition and non-solicitation provisions); (ii) a lump-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 March 31, 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 Caesars to 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 receive if 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) a lump-sum severance payment equal to 2.99 times 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 covenants in Mr. Barr�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) a lump-sum payment equal to unpaid compensation previously deferred and accrued vacation;
(iv) continued health and life insurance benefits through March 31, 2006; and (v) a lump-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 March 31, 2006 if he had deferred
the average amount deferred in the prior 12 months. 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 Caesars to pay his compensation; (iii) relocation
further than 35 miles from Las Vegas, Nevada; (iv) any purported termination

Edgar Filing: HARRAHS ENTERTAINMENT INC - Form S-4

Table of Contents 108


