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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a)

of the Securities Exchange Act of 1934
Filed by the Registrant x
Filed by a Party other than the Registrant ~

Check the appropriate box:

x Preliminary Proxy Statement

“ Confidential, for Use of the Commission Only (as permitted by
Rule 14a-6(e)(2))

" Definitive Proxy Statement

" Definitive Additional Materials

" Soliciting Material Pursuant to §240.14a-12

Harrah s Entertainment, Inc.

(Name of Registrant as Specified in Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

No fee required.

X Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

1)  Title of each class of securities to which transaction applies:
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Common stock, par value $0.10 per share, of Harrah s Entertainment, Inc. ( Common Stock )

2)  Aggregate number of securities to which transaction applies:

199,656,757 shares of Common Stock (includes 784,831 restricted shares of Common Stock, options to purchase 10,304,882 shares
of Common Stock, restricted stock units with respect to 68,122 shares of Common Stock and stock appreciation rights with respect
to 2,950,604 shares of Common Stock)

3)  Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on which
the filing fee is calculated and state how it was determined):

The maximum aggregate value was determined based upon the sum of (A) 186,333,149 shares of Common Stock, including
restricted shares, multiplied by $90.00 per share; (B) options to purchase 10,304,882 shares of Common Stock multiplied by
$33.9800 (which is the difference between $90.00 and the weighted average exercise price of $56.0200 per share); (C) restricted
stock units with respect to 68,122 shares of Common Stock multiplied by $90.00 per share; and (D) stock appreciation rights with
respect to 2,950,604 shares of Common Stock multiplied by $24.7037 (which is the difference between $90.00 and the weighted
average exercise price of $65.2963 per share). In accordance with Section 14(g) of the Securities Exchange Act of 1934, as amended,
the filing fee was determined by multiplying 0.000107 by the sum of the preceding sentence.

4)  Proposed maximum aggregate value of transaction: $17,199,165,116

5)  Total fee paid: $1,840,311

Fee paid previously with preliminary materials.

Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

1)  Amount Previously Paid:

2)  Form, Schedule or Registration Statement No.:

3)  Filing Party:

4)  Date Filed:
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HARRAH S ENTERTAINMENT, INC.
One Caesars Palace Drive
Las Vegas, Nevada 89109
[], 2007
Dear Stockholder:

The board of directors of Harrah s Entertainment, Inc., a Delaware corporation ( Harrah s ), acting upon the unanimous recommendation of the
special committee of Harrah s board of directors, has unanimously approved a merger agreement providing for the acquisition of Harrah s by
Hamlet Holdings LLC, an entity currently controlled, directly or indirectly, by Apollo Management VI, L.P. and TPG Partners V, L.P.

If the merger contemplated by the merger agreement is completed, each share of our common stock issued and outstanding immediately prior to

the effective time of the merger, including all unvested restricted shares (other than shares owned by Hamlet Holdings LLC, Hamlet Merger Inc.

or any subsidiary of Hamlet Holdings LLC or Harrah s or held in treasury by Harrah s and other than shares held by stockholders, if any, who
have properly exercised statutory appraisal rights), will be converted into the right to receive (A) $90.00 in cash plus (B) if the merger is not
consummated by February 29, 2008 (the Adjustment Date ), for each day after the Adjustment Date, through and including the closing date of the
merger, an amount in cash equal to the excess (which will not be less than zero) of $0.01973 per day less any dividends or distributions (valued

at the closing date of the merger using 8% simple interest per annum from the applicable date of payment) declared, made or paid on a share of
common stock from and after the Adjustment Date through and including the closing date of the merger (rounding to the nearest cent). The

merger consideration described in this paragraph will be without interest and less any applicable withholding tax.

At a special meeting of our stockholders, you will be asked to vote on a proposal to adopt the merger agreement. The special meeting will be
held on [e], 2007, at [¢] local time, at [®]. Notice of the special meeting and the related proxy statement are enclosed.

The accompanying proxy statement provides you with detailed information about the special meeting, the merger agreement and the merger. A
copy of the merger agreement is attached as Annex A to the accompanying proxy statement. We encourage you to read the entire proxy
statement and the merger agreement carefully. You may also obtain more information about Harrah s from documents we have filed with the
Securities and Exchange Commission.

Our board of directors, acting upon the unanimous recommendation of the special committee of Harrah s board of directors, has
unanimously determined that the merger agreement, the merger and the other transactions contemplated by the merger agreement are
advisable and in the best interests of Harrah s and our stockholders and unanimously recommends that you vote FOR the proposal to
adopt the merger agreement and FOR the adjournment or postponement of the special meeting, if necessary or appropriate, to solicit
additional proxies. The special committee of the board of directors consists of all our non-management directors.
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Your vote is very important. We cannot complete the merger without the affirmative vote of the holders of a majority of the outstanding shares
of common stock in favor of the adoption of the merger agreement. The failure of any stockholder to vote on the proposal to adopt the merger
agreement will have the same effect as a vote against the adoption of the merger agreement.

Whether or not you plan to attend the special meeting, please complete, date, sign and return, as promptly as possible, the enclosed
proxy in the accompanying reply envelope, or submit your proxy by telephone or the Internet. If you have Internet access, we encourage
you to record your vote via the Internet. If you attend the special meeting and vote in person, your vote by ballot will revoke any proxy
previously submitted.

Thank you in advance for your cooperation and continued support.

Sincerely,

Gary W. Loveman

Chairman, Chief Executive Officer and President
Neither the Securities and Exchange Commission nor any state securities regulatory agency has approved or disapproved the merger,
passed upon the merits or fairness of the merger or passed upon the adequacy or accuracy of the disclosure in this document. Any
representation to the contrary is a criminal offense.

The proxy statement is dated [®] , 2007, and is first being mailed to stockholders on or about [*], 2007.
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HARRAH S ENTERTAINMENT, INC.
One Caesars Palace Drive
Las Vegas, Nevada 89109
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To be held on [*], 2007
To the Stockholders of Harrah s Entertainment, Inc.:

We will hold a special meeting of stockholders of Harrah s Entertainment, Inc. ( Harrah s ) at [®], on [®], 2007, at [®] local time, for the following
purposes:

1. To consider and vote on a proposal to adopt the Agreement and Plan of Merger (the merger agreement ), dated as of December 19, 2006, by
and among Harrah s, Hamlet Holdings LLC, a Delaware limited liability company ( Parent ), and Hamlet Merger Inc., a Delaware corporation and
a wholly owned subsidiary of Parent ( Merger Sub ). A copy of the merger agreement is attached as Annex A to the accompanying proxy
statement. Pursuant to the terms of the merger agreement, Merger Sub will merge with and into Harrah s (the merger ) and each share of our
common stock, par value $0.10 per share (the common stock ), issued and outstanding immediately prior to the effective time of the merger,
including all unvested restricted shares (other than shares owned by Parent, Merger Sub or any subsidiary of Parent or Harrah s or held in

treasury by Harrah s and other than shares held by stockholders, if any, who have properly exercised statutory appraisal rights), will be converted
into the right to receive (A) $90.00 in cash plus (B) if the merger is not consummated by February 29, 2008 (the Adjustment Date ), for each day
after the Adjustment Date, through and including the closing date of the merger, an amount in cash equal to the excess (which will not be less

than zero) of $0.01973 per day less any dividends or distributions (valued at the closing date of the merger using 8% simple interest per annum
from the applicable date of payment) declared, made or paid on a share of common stock from and after the Adjustment Date through and
including the closing date of the merger (rounding to the nearest cent). The amount received will be without interest and less any applicable
withholding tax.

2. To approve the adjournment or postponement of the special meeting, if necessary or appropriate, to solicit additional proxies if there are
insufficient votes at the time of the meeting to adopt the merger agreement.

3. To transact any other business as may properly come before the special meeting or any adjournment or postponement thereof.

These items of business are described in the attached proxy statement. Only Harrah s stockholders of record at the close of business on [®], 2007,
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 adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares of common stock.
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Your vote is very important. If you do not vote on the proposal to adopt the merger agreement, it will have the same effect as a vote
against it.

It is important that your shares be represented and voted whether or not you plan to attend the special meeting in person. Even if you plan to
attend the special meeting in person, we request that you complete, sign, date and return the enclosed proxy or submit your proxy by telephone
or the Internet prior to the special meeting. If you are a stockholder of record, voting in person at the meeting will revoke any proxy previously
submitted. 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 the Internet. Submitting a proxy over
the Internet, by telephone or by mailing the enclosed proxy card will ensure your shares are represented at the special meeting. Please review the
instructions in the accompanying proxy statement and the enclosed proxy card or the information forwarded by your broker, bank or other
nominee regarding each of these options. If you are a participant in the Company Stock Fund of the Harrah s Entertainment, Inc. Savings and
Retirement Plan, the trustee of such plan will provide you with instructions on how to vote.

Stockholders who do not vote in favor of the adoption of the merger agreement will have the right to seek appraisal of the fair value of their
shares of common stock if they deliver a demand for appraisal before the vote is taken on the merger agreement and comply with all applicable
requirements of Delaware law, which are summarized in the accompanying proxy statement.

By Order of the Board of Directors,

MICHAEL D. COHEN
Corporate Secretary

Harrah s Entertainment, Inc.
[*], 2007
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following questions and answers are intended to address briefly some commonly asked questions regarding the merger, the merger

agreement and the special meeting. These questions and answers may not address all questions that may be important to you as a Harrah s

stockholder. Please refer to the Summary and the more detailed information contained elsewhere in this proxy statement, the annexes to this

proxy statement and the documents referred to or incorporated by reference in this proxy statement, which you should read carefully. See
Where You Can Find More Information.

References to Harrah s, the Company, we, our or us in this proxy statement refer to Harrah s Entertainment, Inc. and its
subsidiaries unless the context indicates otherwise.

Q. What is the proposed transaction?

A.  The proposed transaction is the acquisition of Harrah s by Hamlet Holdings LLC ( Parent ), an entity currently controlled, directly or
indirectly, by TPG Partners V, L.P. ( TPG ) and Apollo Management VI, L.P. ( Apollo ). If the Agreement and Plan of Merger (the merger
agreement ), dated as of December 19, 2006, by and among Harrah s, Parent and Hamlet Merger Inc., a wholly owned subsidiary of Parent
( Merger Sub ), is adopted by our stockholders and the other closing conditions in the merger agreement are satisfied or waived, Merger Sub
will merge with and into Harrah s. Harrah s will be the surviving corporation and will be owned after the merger by the stockholders of
Merger Sub immediately prior to the merger.

Q. What will I receive in the merger?

A.  If the merger contemplated by the merger agreement is completed, each share of our common stock issued and outstanding immediately
prior to the effective time of the merger, including all unvested restricted shares (other than shares owned by Parent, Merger Sub or any
subsidiary of Parent or Harrah s or held in treasury by Harrah s and other than shares held by stockholders, if any, who have properly
exercised statutory appraisal rights) will be converted into the right to receive (A) $90.00 in cash (the Base Merger Consideration ) plus
(B) if the merger is not consummated by February 29, 2008 (the Adjustment Date ), for each day after the Adjustment Date, through and
including the closing date of the merger, an amount in cash equal to the excess (which will not be less than zero) of $0.01973 per day less
any dividends or distributions (valued at the closing date of the merger using 8% simple interest per annum from the applicable date of
payment) declared, made or paid on a share of common stock from and after the Adjustment Date through and including the closing date
of the merger (rounding to the nearest cent). The amount described in this paragraph will be without interest and less any applicable
withholding tax. In this proxy statement, we refer to the consideration to be paid per share of common stock in the merger as the Merger
Consideration.

Q. When and where is the special meeting?

A.  The special meeting of stockholders of Harrah s will be held on [®], 2007, at [®], at [®] local time.

Q. What vote is required for Harrah s stockholders to adopt the merger agreement?

A.  An affirmative vote of the holders of a majority of the outstanding shares of common stock is required to adopt the merger agreement.

Q. How does Harrah s board of directors recommend that I vote?
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A.  Our board of directors, acting upon the unanimous recommendation of a special committee comprised of all our non-management
directors, unanimously recommends that you vote FOR the proposal to adopt the
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merger agreement and FOR the adjournment or postponement of the special meeting, if necessary or appropriate, to solicit additional
proxies. You should read The Merger Reasons for the Merger; Recommendation of the Special Committee and Our Board of Directors for
a discussion of the factors that the special committee and the board of directors considered in deciding to recommend the adoption of the
merger agreement.

What effects will the merger have on Harrah s?

As a result of the merger, if completed, Harrah s will be wholly owned by Parent and our common stock will cease to be publicly traded.
You will no longer have any interest in Harrah s future earnings or growth. Following consummation of the merger, the registration of our
common stock under the Securities Exchange Act of 1934, as amended (the Exchange Act ), will be terminated upon application to the
Securities and Exchange Commission (the SEC ). In addition, upon completion of the merger, shares of our common stock will no longer
be listed on any stock exchange or quotation system, including the New York Stock Exchange (the NYSE ).

What happens if the merger is not consummated?

If the merger agreement is not adopted by our stockholders or if the merger is not completed for any other reason, stockholders will not
receive any payment for their shares in connection with the merger. Instead, Harrah s will remain an independent public company and our
common stock will continue to be listed and traded on the NYSE. Under specified circumstances, Harrah s may be required to pay Parent a
termination fee or reimburse Parent for its out-of-pocket expenses, or Parent and Merger Sub may be required to pay us a termination fee,
in each case as described under the caption The Merger Agreement Termination Fees and Expenses.

What do I need to do now?

After carefully reading and considering the information contained in this proxy statement, including the annexes hereto and the other
documents referred to or incorporated by reference in this proxy statement, please vote your shares by completing, signing, dating and
returning the enclosed proxy card, using the telephone number printed on your proxy card or using the Internet voting instructions printed
on your proxy card. If you have Internet access, we encourage you to record your vote via the Internet. If you hold your shares in street
name, please follow the instructions on the voting form provided by your broker, bank or other nominee. You can also attend the special
meeting and vote. Do NOT return your stock certificate(s) with your proxy.

How do I vote?

You may vote:

by completing, signing and dating each proxy card you receive and returning it in the enclosed prepaid envelope;

by using the telephone number printed on your proxy card;

by using the Internet voting instructions printed on your proxy card;

in person by appearing at the special meeting; or
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if you hold your shares in = street name, by following the procedures provided by your broker, bank or other nominee.

If you return your signed proxy card, but do not mark the boxes showing how you wish to vote, your shares will be voted FOR the
proposal to adopt the merger agreement and FOR  the adjournment or
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postponement of the special meeting, if necessary or appropriate, to solicit additional proxies, and in accordance with the
recommendations of our board of directors on any other matters properly brought before the special meeting for a vote.

Q. How can I change or revoke my vote?

A.  You have the right to change or revoke your proxy at any time before the vote taken at the special meeting by taking any of the following
actions:

by delivering to our Corporate Secretary, Michael D. Cohen, at Harrah s Entertainment, Inc., One Harrah s Court, Las Vegas, Nevada
89119 a signed written notice of revocation, bearing a date later than the date of the proxy, stating that the proxy is revoked;

by attending the special meeting and voting in person (your attendance at the meeting will not, by itself, revoke your proxy; you must
vote in person at the meeting to revoke a prior proxy);

by submitting a later-dated proxy card;

if you voted by telephone or the Internet, by voting a later time by telephone or the Internet; or

if you have instructed a broker, bank or other nominee to vote your shares, by following the directions received from your broker,
bank or other nominee to change those instructions.

Q. If my shares are held in street name by my broker, bank or other nominee, will my broker, bank or other nominee vote my shares
for me?

A.  Your broker, bank or other nominee will only be permitted to vote your shares if you instruct your broker, bank or other nominee
how to vote. You should follow the procedures provided by your broker, bank or other nominee regarding the voting of your shares.
If you do not instruct your broker, bank or other nominee to vote your shares, your shares will not be voted and the effect will be the
same as a vote  AGAINST the adoption of the merger agreement.

Q. How do I vote my shares of common stock held through the Company Stock Fund of the Harrah s Entertainment, Inc. Savings and
Retirement Plan?

A. If you participate in the Company Stock Fund of the Harrah s Entertainment, Inc. Savings and Retirement Plan, you may give voting
instructions to the trustee for the plan (the Trustee ) by completing and returning the voting instructions that you will be receiving from the
Trustee. Your instructions tell the Trustee how to vote the number of shares of common stock representing your proportionate interest in
the Company Stock Fund which you are entitled to vote under the plan (the Plan Shares ). Any such instruction will be kept confidential.
The Trustee will vote your Plan Shares in accordance with your duly executed and delivered voting instructions. If you do not give the
Trustee voting instructions, the Trustee will vote your Plan Shares as instructed by the investment committee under the plan or by a
delegated member of such committee.
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Your voting instructions must be received by the Trustee by 5:00 p.m., New York time, on [®], 2007. You will be provided instructions on
how to deliver your voting instructions. You may revoke previously given voting instructions prior to 5:00 p.m., New York time, on [e],
2007.

Q. Whatdo I doif I receive more than one proxy or set of voting instructions?

A. If you also hold shares in street name, directly as a record holder, in the Harrah s Entertainment, Inc. Savings and Retirement
Plan or in multiple accounts, you may receive more than one proxy and/or set of voting instructions relating to the special
meeting. These should each be voted and/or returned separately as described elsewhere in this proxy statement in order
to ensure that all of your shares are voted.
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Q. What happens if I sell my shares before the special meeting?

A.  The record date of the special meeting is earlier than the special meeting and the date that the merger, if approved, is expected to be
completed. If you transfer your shares of common stock after the record date but before the special meeting, you will retain your right to
vote at the special meeting, but will transfer the right to receive the Merger Consideration. In order to receive the Merger Consideration,
you must hold shares upon completion of the merger.

Q. Am I entitled to exercise appraisal rights instead of receiving the Merger Consideration for my shares?

A.  Yes. As a holder of our common stock, you are entitled to appraisal rights under Delaware law in connection with the merger if you meet
certain conditions. See Dissenters Rights of Appraisal.

Q. When is the merger expected to be completed if approved by Harrah s stockholders?

A. We are working toward completing the merger as quickly as possible, and we anticipate that it will be completed by the end of 2007.
However, the exact timing of the completion of the merger cannot be predicted. In order to complete the merger, we must obtain
stockholder approval and regulatory approvals and the other closing conditions under the merger agreement must be satisfied or waived.
See The Merger Agreement Closing; Effective Time; Marketing Period and The Merger Agreement Conditions to the Merger.

Q. Will a proxy solicitor be used?

A. Yes. We have engaged D.F. King & Co., Inc. to assist in the solicitation of proxies for the special meeting.

Q. Should I send in my stock certificates now?

A. No. Please do not send your certificates in now. After the merger is completed, you will be sent a letter of transmittal with detailed
written instructions for exchanging your common stock certificates for the Merger Consideration. If your shares are held in street name by
your broker, bank or other nominee you will receive instructions from your broker, bank or other nominee as to how to effect the surrender
of your street name shares after completion of the merger in exchange for the Merger Consideration.

Q. Who can help answer my other questions?

A. If you have additional questions about the merger, need assistance in submitting your proxy or voting your shares of common stock, or
need additional copies of the proxy statement or the enclosed proxy card, please call D.F. King & Co., Inc., our proxy solicitor, toll-free at
(800) 735  3107.
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SUMMARY

The following summary highlights selected information in this proxy statement and may not contain all the information that may be important to
you. Accordingly, we encourage you to read carefully this entire proxy statement, its annexes and the documents referred to or incorporated by
reference in this proxy statement. Each item in this summary includes a page reference directing you to a more complete description of that
topic. See  Where You Can Find More Information.

The Parties to the Merger (Page 19)

Harrah s Entertainment, Inc., a Delaware corporation, is one of the largest casino entertainment providers in the world. As of December 31, 2006,
Harrah s owned or managed through various subsidiaries 47 casinos, primarily in the United States and the United Kingdom. Our casino
entertainment facilities operate primarily under the Harrah s, Caesars and Horseshoe brand names in the United States, and include land-based
casinos, casino clubs, riverboat or dockside casinos, managed casinos on Indian lands, a combination thoroughbred racetrack and casino and a
combination greyhound racetrack and casino.

Hamlet Holdings LLC, which we refer to as Parent, is a Delaware limited liability company that was formed solely for the purpose of acquiring
Harrah s and has not engaged in any business except for activities incidental to its formation and as contemplated by the merger agreement.

Hamlet Merger Inc., which we refer to as Merger Sub, is a Delaware corporation that was organized solely for the purpose of completing the
merger and currently is a wholly owned subsidiary of Parent.

Parent and Merger Sub are each entities currently owned, directly or indirectly, by private equity funds sponsored by Apollo and by TPG
(collectively, the Equity Investors ). Additional investors (who may include one or more existing holders of our common stock) may acquire an
interest in Parent and/or Merger Sub, subject to the limitations and conditions contained in the merger agreement.

The Merger; Closing; Marketing Period (Page 82)

If the merger agreement is adopted by our stockholders and the other conditions to closing are satisfied, Merger Sub will merge with and into
Harrah s, and Harrah s will continue as the surviving corporation. Upon completion of the merger, each share of our common stock issued and
outstanding immediately prior to the effective time of the merger, including all unvested restricted shares (other than shares owned by Parent,
Merger Sub or any subsidiary of Parent or Harrah s or held in treasury by Harrah s and other than shares held by stockholders, if any, who have
properly exercised statutory appraisal rights) will be converted into the right to receive (A) $90.00 in cash (the Base Merger Consideration ) plus
(B) if the merger is not consummated by the Adjustment Date (February 29, 2008), for each day after the Adjustment Date, through and
including the closing date of the merger, an amount in cash equal to the excess (which will not be less than zero) of $0.01973 per day less any
dividends or distributions (valued at the closing date of the merger using 8% simple interest per annum from the applicable date of payment)
declared, made or paid (without duplication) on a share of common stock from and after the Adjustment Date through and including the closing
date of the merger (rounding to the nearest cent). The amount described in this paragraph will be without interest and less any applicable
withholding tax. In this proxy statement, we refer to the consideration to be paid per share of common stock in the merger as the Merger
Consideration. The surviving corporation will be a privately held corporation, and you will cease to be a stockholder and cease to have any
ownership interest in the surviving corporation.

Unless otherwise agreed by the parties to the merger agreement, the parties are required to close the merger no later than the third business day
after the satisfaction or waiver of the conditions described under The Merger
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Agreement Conditions to the Merger, subject to extension in certain circumstances to allow for completion of a twenty-five (25) consecutive
calendar day marketing period. The purpose of the marketing period is to provide the Equity Investors a reasonable and appropriate period of
time during which they can market and place the permanent debt financing for the purposes of financing the merger.

We currently anticipate that the merger will be completed by the end of 2007. However, there can be no assurances that the merger will be
completed at all, or if completed, that it will be completed in 2007.

The Special Meeting (Page 21)

Time, Place and Date (Page 21)

The special meeting of stockholders of Harrah s will be held on [®], 2007, at [e], at [¢] local time.
Purpose (Page 21)

You will be asked to consider and vote upon (A) the adoption of the merger agreement, pursuant to which Merger Sub will merge with and into
Harrah s, and (B) the adjournment or postponement of the special meeting, if necessary or appropriate, to solicit additional proxies.

Record Date and Quorum (Page 21)

You are entitled to vote at the special meeting if you owned shares of common stock at the close of business on [®], 2007, the record date for the
special meeting. You will have one vote for each share of common stock that you owned on the record date. As of the record date, there were [®]
shares of common stock entitled to be voted.

The holders of a majority of the outstanding shares of our common stock entitled to vote at the close of business on the record date will
constitute a quorum for purposes of the special meeting.

Vote Required (Page 21)

The adoption of the merger agreement requires the affirmative vote of a majority of the outstanding shares of common stock. A failure to vote
your shares of common stock or an abstention will have the same effect as voting AGAINST the adoption of the merger agreement.

Approval of the proposal to adjourn or postpone the special meeting, if necessary or appropriate, for the purpose of soliciting additional proxies
requires the affirmative vote of a majority of the shares of common stock present in person or represented by proxy at the special meeting and
entitled to vote on the matter, whether or not a quorum is present.

Common Stock Ownership of Directors and Executive Officers (Page 21)

As of the record date for the special meeting, our current directors and executive officers beneficially owned, and had the right to vote, in the
aggregate, [®] shares of common stock, or approximately [®]% of our outstanding shares of common stock. Our current directors and executive
officers have informed us that they intend to vote all of their shares of common stock FOR the adoption of the merger agreement and FOR any
adjournment or postponement of the special meeting, if necessary or appropriate, to solicit additional proxies.

Voting and Proxies (Page 21)

Any stockholder of record entitled to vote at the special meeting may submit a proxy by returning the enclosed proxy card by mail, by telephone,
by the Internet or by voting in person by appearing at the special
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meeting. If your shares of common stock are held in street name by your broker, bank or other nominee, you should instruct your broker, bank or
other nominee on how to vote your shares of common stock using the instructions provided by your broker, bank or other nominee. If you do not
provide your broker, bank or other nominee with instructions, your shares of common stock will not be voted and that will have the same effect
asavote AGAINST the adoption of the merger agreement.

Revocability of Proxy (Page 21)

You have the right to change or revoke your proxy at any time before the vote taken at the special meeting:

by delivering to our Corporate Secretary, Michael D. Cohen, at Harrah s Entertainment, Inc., One Harrah s Court, Las Vegas, Nevada
89119 a signed written notice of revocation, bearing a date later than the date of the proxy, stating that the proxy is revoked;

by attending the special meeting and voting in person (your attendance at the meeting will not, by itself, revoke your proxy; you must
vote in person at the meeting to revoke a prior proxy);

by submitting a later-dated proxy card;

if you voted by telephone or the Internet, by voting a later time by telephone or the Internet; or

if you have instructed a broker, bank or other nominee to vote your shares, by following the directions received from your broker,
bank or other nominee to change those instructions.
Treatment of Options and Other Awards (Page 83)

Stock Options and Stock Appreciation Rights

Immediately prior to the effective time of the merger, each outstanding and unexercised option and stock appreciation right granted under our
employee benefit plans (whether vested or unvested) will be canceled and converted into the right to receive, at the effective time of the merger,
an amount in cash equal to the product of (A) the number of shares of common stock previously subject to the options or stock appreciation
rights (whether vested or unvested) and (B) the excess, if any, of the Merger Consideration over the exercise price per share of common stock
previously subject to such options or stock appreciation rights, minus any required withholding taxes.

Restricted Shares

As of the effective time of the merger, all shares of common stock that have been granted subject to vesting or other lapse restrictions will vest
and become free of their restrictions. At the effective time of the merger, the holders of these restricted shares will be entitled to receive the
Merger Consideration with respect to each of these restricted shares.

Recommendation of the Special Committee and Our Board of Directors (Page 37)
Special Committee

The special committee is a committee comprised of all the non-management members of our board of directors that was formed on

September 19, 2006 for the purpose of evaluating strategic alternatives of Harrah s. The special committee unanimously determined that the
merger is advisable and in the best interest of Harrah s and our stockholders, and that it is advisable and in the best interest of Harrah s and our
stockholders to enter into the merger agreement and unanimously recommended that the board of directors (A) approve and declare advisable
the execution, delivery and performance of the merger agreement and the consummation of the transactions contemplated thereby, including the
merger, and (B) recommend that our stockholders adopt the
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merger agreement. For a discussion of the material factors considered by the special committee in reaching its conclusions, see The
Merger Reasons for the Merger; Recommendation of the Special Committee and Our Board of Directors.

Board of Directors

Our board of directors, acting upon the unanimous recommendation of the special committee, unanimously (A) determined that the merger is
advisable and in the best interest of Harrah s and our stockholders, and declared it advisable and in the best interest of Harrah s and our
stockholders to enter into the merger agreement, (B) approved the execution, delivery and performance of the merger agreement and the
consummation of the transactions contemplated thereby, including the merger, and (C) recommended that the stockholders adopt the merger
agreement and directed that such matter be submitted for consideration of our stockholders at the special meeting.

Our board of directors unanimously recommends that you vote FOR the proposal to adopt the merger agreement and FOR the
adjournment or postponement of the special meeting, if necessary or appropriate, to solicit additional proxies.

Interests of Our Directors and Executive Officers in the Merger (Page 59)

In considering the recommendation of our board of directors, you should be aware that our current directors and executive officers may have
interests in the merger that are different from, or in addition to, your interests as a stockholder and that may present actual or potential conflicts
of interest. These interests include:

vesting and cash-out of all unvested Harrah s equity awards, including those held by our current directors and executive officers,
which, assuming a closing on December 31, 2007, and based on unvested equity awards held as of January 15, 2007, would result in
an aggregate cash payment to our current directors and executive officers of $72.1 million;

severance agreements with our current executive officers that provide for change in control severance benefits in the event of certain
qualifying terminations of employment in connection with or following the merger. The estimated aggregate cash severance benefit
under these agreements, assuming all current executive officers incurred a qualifying termination of employment immediately
following the merger, would be $41.0 million, including estimated tax gross-up payments;

continued indemnification and insurance coverage under the merger agreement;

potential compensation arrangements between Parent or any of its affiliates, on the one hand, and members of senior management of
Harrah s, on the other hand, though no such arrangements have been agreed upon as of the date of this proxy statement; and

potential equity ownership or other opportunities to invest in Parent or its affiliates following completion of the merger, though no
such arrangements have been agreed upon as of the date of this proxy statement.
Opinion of UBS Securities LLC (Page 41)

UBS Securities LLC ( UBS ) delivered its opinion to the special committee of Harrah s board of directors that, as of December 19, 2006 and based
upon and subject to the various assumptions made, procedures followed, matters considered and limitations described therein, the Base Merger
Consideration to be received by holders of our common stock (other than affiliates of or holders of beneficial interests in Parent to the extent, if

any, they are holders of our common stock) in the merger was fair, from a financial point of view, to such holders.
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The full text of the written opinion of UBS, dated December 19, 2006, which sets forth assumptions made, procedures followed, matters

considered and limitations on the review undertaken in connection with the opinion, is attached as Annex B to this proxy statement. UBS

provided its opinion for the benefit of the special committee of Harrah s board of directors and Harrah s board of directors in connection with, and
for the purpose of, their evaluation of the merger. The UBS opinion is not a recommendation as to how any holder of our common stock should
vote or act with respect to the merger.

Opinion of Peter J. Solomon Company, L.P. (Page 47)

On December 19, 2006, Peter J. Solomon Company, L.P. ( PJSC ), financial advisor to the special committee of Harrah s board of directors,
rendered its oral opinion to the special committee of Harrah s board of directors, which opinion was subsequently confirmed by delivery of a
written opinion, to the effect that, based upon and subject to various assumptions made, matters considered and limitations set forth in such
opinion, as of December 19, 2006, the Base Merger Consideration proposed to be received by the holders of our common stock in connection
with the merger was fair, from a financial point of view, to such holders.

The full text of PJSC s opinion, which sets forth assumptions made, procedures followed, matters considered, and limitations on and scope of the
review by PJSC in rendering PJISC s opinion, is attached as Annex C to this proxy statement. Holders of our common stock are encouraged to
read PJISC s opinion carefully and in its entirety. PISC s opinion was directed only to the fairness, from a financial point of view, of the Base
Merger Consideration proposed to be received by the holders of our common stock in connection with the merger, was provided to the special
committee of Harrah s board of directors in connection with its evaluation of the merger, did not address any other aspect of the merger and did
not, and does not, constitute a recommendation to any holder of our common stock or any other person as to how such holder or person should
vote or act on any matter relating to any part of the merger.

Financing (Page 53)

The total amount of funds necessary to complete the merger and related transactions is anticipated to be approximately $26.1 billion, consisting
of:

approximately $17.7 billion to pay Harrah s stockholders and holders of options and stock appreciation rights the amounts due to
them under the merger agreement, assuming:

a purchase price of $90.00 per share (net of the strike price for options and stock appreciation rights and excluding any
adjustment to the purchase price after the Adjustment Date);

conversion of all of the issued and outstanding $375.0 million in aggregate principal amount Floating Rate Contingent
Convertible Senior Notes due 2024 of Harrah s Operating Company, Inc. ( HOC ) into the Merger Consideration; and

no Harrah s stockholder validly exercises and perfects its appraisal rights;

approximately $7.7 billion to refinance certain existing indebtedness (including prepayment premiums); and

approximately $0.7 billion to pay related fees and expenses in connection with the merger.
These payments are expected to be funded by a combination of (A) equity contributions by affiliates of the Equity Investors and other investors
in Parent and/or Merger Sub and (B) debt financing. Parent has obtained equity and debt financing commitments described below in connection
with the transactions contemplated by the merger agreement.
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Equity Financing

Parent has received equity commitment letters from each Equity Investor, pursuant to which, subject to the conditions contained therein, the
Equity Investors have agreed severally to make or secure aggregate capital contributions of up to $5.871 billion to Parent and/or Merger Sub.

Debt Financing

Parent has received a debt commitment letter from prospective arrangers and lenders to provide, subject to the conditions set forth therein:

to HOC, up to $9.0 billion of senior secured credit facilities (of which $7.0 billion is expected to be drawn at the closing of
the merger) for the purpose of repaying or refinancing certain existing indebtedness of Harrah s and its subsidiaries, as well
as for providing ongoing working capital and for other general corporate purposes of the surviving corporation and its
subsidiaries;

to HOC, up to $6.025 billion of senior unsecured bridge loans under a bridge loan facility, for the purpose of financing the merger,
repaying or refinancing certain existing indebtedness of Harrah s and its subsidiaries and paying fees and expenses incurred in
connection with the merger; and

to one or more direct or indirect subsidiaries of Parent, up to $7.25 billion (which amount may be increased by up to $750 million
subject to a corresponding reduction in the other facilities) of mortgage loans and/or related mezzanine financing and/or real estate
term loans under a real estate facility, for the purpose of financing the merger, repaying or refinancing certain existing indebtedness
of Harrah s and its subsidiaries and paying fees and expenses incurred in connection with the merger.
Parent has agreed to use its reasonable best efforts to arrange the debt financing on the terms and conditions described in the commitments. The
closing of the merger is not conditioned on the receipt of the debt financing. Parent, however, is not required to consummate the merger until
after the completion of the marketing period described above.

Regulatory Approvals (Page 67)

The merger is subject to various regulatory approvals. While we 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 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.

Antitrust

Under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the HSR Act ), and the rules promulgated thereunder by the
Federal Trade Commission ( FTC ), the merger may not be completed until notification and report forms have been filed with the FTC and the
Aantitrust Division of the Department of Justice ( DOJ ), and the applicable waiting period has expired or been terminated. Harrah s and Parent
have not yet filed notification and report forms under the HSR Act with the FTC and the Antitrust Division of the DOJ, and the applicable

waiting period has not yet begun and therefore has not expired or been terminated. Harrah s and Parent intend to file notification and report forms
under the HSR Act by February 28, 2007.

The merger is also subject to review and approval by the governmental authorities of various other jurisdictions under the antitrust laws of those
jurisdictions. Harrah s and Parent have not yet made any filings that may be required in such other jurisdictions.

10

Table of Contents 24



Edgar Filing: HARRAHS ENTERTAINMENT INC - Form PREM14A

Table of Conten
Gaming Approvals

Parent, Merger Sub and each of their affiliates have agreed to use their reasonable best efforts to obtain all gaming approvals as expeditiously as
reasonably possible. Harrah s and Parent s respective obligations to complete the merger are conditioned upon all material gaming regulatory
approvals and authorization having been obtained in certain jurisdictions including Illinois, Indiana, lowa, Louisiana, Mississippi, Missouri,
Nevada, New Jersey and Pennsylvania. In addition, gaming authorities in other jurisdictions, including Arizona, California, Egypt, Kansas,
North Carolina, Ontario, South Africa, the United Kingdom and Uruguay may require approval of certain aspects of the merger or the other
transactions contemplated by the merger agreement, either prior to or after completion of the merger.

To the extent practicable without having an adverse impact on Parent s or its affiliates equity commitment, Parent s, Merger Sub s and their
affiliates efforts to obtain such approvals will include but not be limited to the following (to the extent requested by a gaming authority as a
requirement to obtain a gaming approval):

restructuring or committing to restructure the surviving corporation s capital structure, to the extent practicable without having an
adverse impact on the value of and returns on the equity investment or delay to the merger;

replacing or issuing non-voting equity to (to the extent such replacement or issuance would cure the problem by preventing the
licensed person from having any influence, directly or indirectly, over Harrah s) one or more licensed persons who are preventing or
materially delaying the receipt of gaming approvals;

agreeing to divest immaterial assets or operations after the closing of the merger;

placing assets or operations in certain gaming jurisdictions in trust upon the closing of the merger, pending obtaining control upon
subsequent regulatory approval; and

accepting customary ordinary course operating restrictions on the surviving corporation.
In no event, however, will Parent, Merger Sub or any of their respective affiliates be required to take any action to or agree to (each a
Burdensome Condition ):

limit in any manner or not exercise any rights of ownership of any securities, or divest, dispose of or hold separate any securities or
all or a portion of their respective businesses, assets or properties or the businesses, assets or properties of the surviving corporation,
us or our subsidiaries (other than in connection with certain actions specifically required by the merger agreement in order to obtain
gaming approvals, as described above);

limit in any respect whatsoever their ability (other than in connection with certain actions specifically required by the merger
agreement in order to obtain gaming approvals, as described above) to:

conduct their respective businesses or own such assets or properties or to conduct the businesses or own the
properties or assets of the surviving corporation, Harrah s or any of our subsidiaries; or

control their respective businesses or operations or those of the surviving corporation, Harrah s or any of our subsidiaries;
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take any action that could reasonably be expected to have a material adverse impact on our or the surviving corporation s business,
operations or revenues; or

restructure or commit to restructure the surviving corporation s capital structure in any manner that increases its equity commitment
or otherwise adversely affects the value of and return on the equity investment.
Material U. S. Federal Income Tax Consequences (Page 65)

The exchange of shares of common stock for cash pursuant to the merger agreement will be a taxable transaction for U.S. federal income tax
purposes for U.S. taxpayers and certain non-U.S. taxpayers. Stockholders
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who exchange their shares of common stock in the merger will recognize gain or loss in an amount equal to the difference, if any, between the
cash received in the merger and their adjusted tax basis in their shares of common stock. See The Merger Material U.S. Federal Income Tax
Consequences of the Merger to Our Stockholders. You should consult your tax advisor for a complete analysis of the effect of the merger on
your federal, state, local and/or foreign taxes.

Conditions to the Merger (Page 96)
Conditions to Each Party s Obligations

Each party s obligation to complete the merger is subject to the satisfaction of the following conditions at or prior to the effective time of the
merger:

the merger agreement will be adopted by the affirmative vote of the holders of a majority of the outstanding shares of our common
stock;

no order, injunction or decree issued by any court or agency of competent jurisdiction or other legal restraint or prohibition that
prevents the consummation of the merger or Parent s debt financing will be in effect;

no statute, rule or regulation will have been enacted, entered, promulgated or enforced by any governmental entity that prohibits or
makes illegal the consummation of the merger or Parent s debt financing;

any applicable waiting period under the HSR Act will have expired or been terminated; and

all gaming approvals of Parent and Merger Sub that are required to be obtained prior to the effective time of the merger to permit the
consummation of the merger and Parent s ownership of Harrah s will have been granted without the imposition of a Burdensome
Condition.

Conditions to Parent s and Merger Sub s Obligations

The obligation of Parent and Merger Sub to complete the merger is subject to the satisfaction or waiver of the following additional conditions at
or prior to the effective time of the merger:

our representations and warranties with respect to the number of our securities authorized, outstanding and reserved for issuance will
be true in all but de minimis respects, and our representations and warranties with respect to authority to complete the merger and

our board of director s approval and recommendation of the merger agreement and other representations concerning capitalization not

described above will each be true in all material respects, in each case as of the date of the merger agreement and (except as
otherwise specified) as of the closing date of the merger as if made as of such date;

our other representations and warranties will be true and correct as of the date of the merger agreement and (except as otherwise
specified) as of the closing date of the merger as if made as of such date (without giving effect to any qualification as to materiality

or Material Adverse Effect (as defined in The Merger Agreement Representations and Warranties ) set forth in such representations

and warranties), except where the failure of any such representation or warranty to be so true and correct would not have or be
reasonably expected to have a Material Adverse Effect;
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we will have performed in all material respects all obligations that we are required to perform under the merger agreement at or prior
to the effective time of the merger;

since December 19, 2006 (the date of the merger agreement), there will not have been any event, change, effect, development,
condition or occurrence that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect; and
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Parent will have received a certificate signed on behalf of Harrah s by our chief executive officer or chief financial officer certifying
the satisfaction of the foregoing conditions relating to representations, warranties and obligations.
Conditions to Harrah s Obligations

Our obligation to complete the merger is subject to the satisfaction or waiver by us of the following further conditions at or prior to the effective
time of the merger:

the representations and warranties made by Parent and Merger Sub in the merger agreement with respect to solvency of the surviving
corporation will be true and correct in all material respects as of the date of the merger agreement and as of the closing date of the
merger as if made as of such date;

the other representations and warranties made by Parent and Merger Sub will be true and correct as of the date of the merger
agreement and (except as otherwise specified) as of the closing date of the merger as if made as of such date (without giving effect to
any qualification as to materiality set forth in such representations and warranties), except where the failure of any such
representation or warranty to be so true and correct would not have a Material Adverse Effect;

Parent and Merger Sub will have performed in all material respects all obligations that are required to be performed by them under
the merger agreement at or prior to the effective time of the merger; and

we will have received a certificate signed on behalf of Parent by a duly authorized officer certifying the satisfaction of the foregoing
conditions relating to representations, warranties and obligations.
Restrictions on Solicitations of Other Offers (Page 97)

The merger agreement provides that, until 11:59 p.m., New York time, on January 13, 2007 (the go-shop period ), we were permitted to initiate,
solicit and encourage any acquisition proposal (including by way of providing non-public information pursuant to an acceptable confidentiality
and standstill agreement that contains confidentiality and standstill provisions that are no less favorable in the aggregate to us than those
contained in the confidentiality agreements entered into with each of the Equity Investors) and enter into and maintain discussions or

negotiations with respect to potential acquisition proposals or otherwise cooperate with or assist or participate in, or facilitate, any such inquiries,
proposals, discussions or negotiations. Prior to terminating the merger agreement or entering into an acquisition agreement with respect to any
such proposal, we were required to comply with certain terms of the merger agreement described under The Merger

Agreement Recommendation Withdrawal/Termination in Connection with a Superior Proposal, including providing Parent the opportunity to
amend its proposal to acquire Harrah s or submit a new written proposal to acquire Harrah s and, if required, paying a termination fee.

The merger agreement provides that from and after the expiration of the go-shop period, we are generally not permitted to, and must use our
reasonable best efforts to cause our representatives not to:

initiate, solicit or knowingly encourage (including by providing non-public information) the submission of any inquiries, proposals
or offers that constitute or may reasonably be expected to lead to any acquisition proposal or engage in any discussions or
negotiations with respect thereto or otherwise knowingly cooperate with or knowingly assist or participate in, or knowingly facilitate
or knowingly encourage, any such inquiries, proposals, discussions or negotiations; or

approve or recommend, or publicly propose to approve or recommend, any acquisition proposal or enter into any merger agreement,
letter of intent, agreement in principle, share purchase agreement, asset purchase agreement or share exchange agreement, option
agreement or other similar agreement relating to an acquisition proposal or enter into any agreement or agreement in principle
requiring us to abandon, terminate or fail to consummate the transactions contemplated by the merger agreement or breach our
obligations thereunder or propose or agree to do any of the foregoing.
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Notwithstanding these restrictions, under certain circumstances, our board of directors (acting through the special committee if such committee

still exists) may respond to a bona fide unsolicited written proposal for an alternative acquisition or terminate the merger agreement and enter

into an acquisition agreement with respect to a superior proposal, so long as we comply with certain terms of the merger agreement described

under The Merger Agreement Recommendation Withdrawal/Termination in Connection with a Superior Proposal, including providing Parent the
opportunity to amend its proposal to acquire Harrah s or submit a new written proposal to acquire Harrah s prior to termination and, if required,
paying a termination fee.

See The Merger Agreement Restrictions on Solicitations of Other Offers for the definitions of the terms acquisition proposal and superior
proposal as used above.

Termination of the Merger Agreement (Page 100)

The merger agreement may be terminated at any time prior to the effective time of the merger, whether before or after stockholder approval has
been obtained:

by mutual written consent of us and Parent; or

by either us or Parent if:

there is a final and nonappealable order, decree or ruling from a court or other governmental entity (other than a gaming
authority) or other action that restrains, enjoins or otherwise prohibits consummation of the merger or the transactions
contemplated by the merger agreement, or there is a final and nonappealable denial of any of the gaming approvals that are
required to be obtained prior to the effective time of the merger to permit the consummation of the merger and Parent s
ownership of Harrah s;

the merger is not consummated on or before December 19, 2007 (the Target Regulatory Approval Date ) or on or before
May 19, 2008 (the Extended Date ) in the event that all closing conditions were or were capable of being satisfied by the
Target Regulatory Date other than the condition related to gaming approvals required for the closing of the merger (provided,
that if the marketing period has begun but is not completed on or before the Extended Date, Parent may extend the Extended
Date to June 19, 2008 by written notice to us) (the latest of the above dates, the Outside Date ); or

our stockholders, at the special meeting or at any adjournment or postponement thereof at which the merger agreement was
voted on, fail to adopt the merger agreement; or

by us if:

Parent or Merger Sub has breached any of its covenants, agreements, representations or warranties in the merger agreement in
a manner that would result in, if occurring or continuing at the effective time of the merger, the failure of the closing
conditions related to our obligations to effect the merger and the breach (if curable) is not cured within the earlier of (A) the
Outside Date or (B) 30 days following written notice to Parent;

the limited guarantees or the equity commitments made by the Equity Investors are not in full force and effect in all material
respects, and such condition continues until the earlier of (A) the Outside Date or (B) 30 days following written notice to
Parent;
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satisfied or are capable of being satisfied and, after the last day of the marketing period, Parent fails to provide funds for
payment of the Merger Consideration and, at our election, the Derivative Share Consideration (as such term is defined in The
Merger Agreement Treatment of Options and Other Awards ); or

such termination is effected prior to obtaining stockholder approval in order to enter into an agreement with respect to a
superior proposal; or
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by Parent if:

we have breached any of our covenants, agreements, representations or warranties in the merger agreement in a manner that
would result in, if occurring or continuing at the effective time of the merger, the failure of the closing conditions related to
Parent s and Merger Sub s obligations to effect the merger and the breach (if curable) is not cured within the earlier of (A) the
Outside Date or (B) 30 days following written notice to us;

our board of directors (acting through the special committee if it still exists) withdraws, modifies or qualifies, or publicly
proposes to withdraw, modify or qualify, in a manner adverse to Parent or Merger Sub, its recommendation that our
stockholders adopt the merger agreement or approves, adopts or recommends to our stockholders a superior proposal, or
enters into a letter of intent or agreement in principle or definitive agreement for an acquisition proposal, or publicly proposes
to do so; or

we take certain actions inconsistent with our obligations, or fail to comply with the restrictions, under the merger agreement

relating to solicitations, acquisition proposals, our obligations to seek stockholder approval of the merger agreement and

board recommendation changes, as described in further detail in The Merger Agreement Restrictions on Solicitations of Other

Offers and The Merger Agreement Recommendation Withdrawal/Termination in Connection with a Superior Proposal.
Termination Fees and Expenses (Page 102)

Payable by Harrah s

We have agreed to reimburse Parent s out-of-pocket fees and expenses incurred in connection with the merger agreement, up to $60 million, if
either we or Parent terminate the merger agreement because of the failure to receive our stockholder approval at the special meeting or any
adjournment or postponement thereof at which the merger agreement was voted on and a termination fee is not otherwise payable under the
merger agreement. If we become obligated to pay a termination fee under the merger agreement after payment of such expenses, the amount
previously paid to Parent as expense reimbursement will be credited toward the termination fee amount payable by us.

We must pay a termination fee of $500 million to Parent under the following conditions:

we or Parent terminate the merger agreement because our stockholders, at the special meeting or any adjournment or postponement
thereof at which the merger agreement was voted on, fail to adopt the merger agreement, and

after December 19, 2006 and prior to the special meeting or any adjournment or postponement thereof at which the merger
agreement was voted on, an acquisition proposal had been publicly disclosed or otherwise communicated to us and not
withdrawn or terminated; and

within nine months after such termination, we enter into an agreement with respect to, or consummate, any acquisition
proposal; or

Parent terminates the merger agreement due to a breach of our representations, warranties, covenants or agreements as described in
further detail in The Merger Agreement Termination of the Merger Agreement, and

after December 19, 2006 and prior to the breach giving rise to Parent s termination right, an acquisition proposal
had been publicly disclosed or otherwise communicated to us and not withdrawn or terminated; and
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we or Parent terminate the merger agreement because the merger is not consummated by the Outside Date as described in further
detail in The Merger Agreement Termination of the Merger Agreement, and

after December 19, 2006 and prior to the termination, an acquisition proposal had been publicly disclosed or otherwise
communicated to us and not withdrawn or terminated; and

within nine months after such termination, we enter into an agreement with respect to, or consummate, any acquisition
proposal; or

Parent terminates the merger agreement because:

our board of directors (acting through the special committee if it still exists) withdraws, modifies or qualifies, or publicly
proposes to withdraw, modify or qualify, in a manner adverse to Parent or Merger Sub, its recommendation that our
stockholders adopt the merger agreement or approves, adopts or recommends to our stockholders a superior proposal, or
enters into a letter of intent or agreement in principle or definitive agreement for an acquisition proposal, or publicly proposes
to do so; or

we take certain actions inconsistent with our obligations, or fail to comply with the restrictions, under the merger agreement
relating to solicitations, acquisition proposals, our obligations to seek stockholder approval of the merger agreement and

board recommendation changes, as described in further detail in The Merger Agreement Restrictions on Solicitations of Other
Offers and The Merger Agreement Recommendation Withdrawal/Termination in Connection with a Superior Proposal; or

we terminate the merger agreement prior to the adoption of the merger agreement by our stockholders at the special meeting in order
to enter into a definitive agreement for a superior proposal.
See The Merger Agreement Termination Fees and Expenses for the definition of the term acquisition proposal as used above.

Payable by Parent

Parent must pay us a breakup fee of $500 million if we terminate the merger agreement due to a breach of Parent s or Merger Sub s
representations, warranties, covenants or agreements, and Parent and Merger Sub s failure to fulfill their obligations to consummate the merger is
due to:

their failure to receive the proceeds of all or some of the debt financing as described in The Merger Financing of the Merger Debt
Financing; or

their refusal to accept debt financing on terms materially less favorable to Merger Sub than the terms of the debt financing described
in The Merger Financing of the Merger Debt Financing.
In the alternative, Parent must pay us a regulatory breakup fee of $250 million if we or Parent terminate the merger agreement because the
merger is not consummated by the Outside Date, and

Parent and Merger Sub have not obtained all of the gaming approvals required under the merger agreement (which failure was not
meaningfully contributed to by us);
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all other conditions to closing pursuant to the merger agreement have been satisfied (or are capable of being satisfied at the closing of
the merger); and

we are not in breach of certain representations and warranties concerning consents and approvals, or otherwise in material breach of
the merger agreement.
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Liability Cap (Page 104)

In no event will we be entitled to aggregate monetary damages from Parent and Merger Sub in excess of $500 million for all losses and damages
arising from or in connection with breaches by Parent and Merger Sub of their obligations under the merger agreement or arising from any other
claim or cause of action under the merger agreement (or $250 million, in circumstances giving rise to the regulatory breakup fee described above
(other than willful and material breaches of the merger agreement by Parent or Merger Sub that lead to the regulatory breakup fee, in which case
we will be entitled to $500 million of aggregate monetary damages)).

Specific Performance (Page 105)

Parent and Merger Sub are entitled to seek specific performance of the terms of the merger agreement, but we are only entitled to seek specific
performance to require Parent and Merger Sub to cause the equity financing to be funded and to draw upon the debt financing if:

such debt financing is available;

the conditions to Parent s and Merger Sub s obligations to effect the merger are satisfied (or are capable of being satisfied at the
closing of the merger); and

we are not in material breach of the merger agreement.
Limited Guarantee (Page 59)

In connection with the merger agreement, each of the Equity Investors entered into a limited guarantee with Harrah s pursuant to which, among
other things, each of the Equity Investors has provided us with a guarantee of payment of 50% of the breakup fee or regulatory breakup fee
payable by Parent, if any (as described herein under The Merger Agreement Termination Fees and Expenses ), and 50% of Parent s obligation for
breach of the merger agreement, up to a maximum amount of $250 million for each of the Equity Investors. The limited guarantee is our sole
recourse against the Equity Investors; however the limited guarantee does not limit our rights against Parent and Merger Sub described under

The Merger Agreement Specific Performance.

Appraisal Rights (Page 109)

Under Delaware law, holders of common stock who do not vote in favor of adopting the merger agreement will have the right to seek appraisal
of the fair value of their shares of common stock as determined by the Delaware Court of Chancery if the merger is completed, but only if they
comply with all requirements of Delaware law, which are summarized in this proxy statement. This appraisal amount could be more than, the
same as or less than the Merger Consideration. Any holder of common stock intending to exercise such holder s appraisal rights, among other
things, must submit a written demand for an appraisal to us prior to the vote on the adoption of the merger agreement and must not vote or
otherwise submit a proxy in favor of adoption of the merger agreement. Your failure to follow exactly the procedures specified under Delaware
law will result in the loss of your appraisal rights.

Market Price of Common Stock (Page 106)

The closing sale price of common stock on the NYSE on September 29, 2006, the last trading day prior to disclosure of the initial offer by the
Equity Investors to acquire Harrah s for $81.00 per share, was $66.43 per share. The $90.00 per share to be paid for each share of common stock
in the merger represents a premium of approximately 35.5% to the closing sale price on September 29, 2006.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING INFORMATION

This proxy statement, and the documents to which we refer you in this proxy statement, contain forward-looking statements intended to qualify

for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. You can identify these statements 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 words such as may, will, project, might, expect, believe, anticipate, intend, cc
estimate, continue or pursue, or the negative or other words or expressions of similar meaning, may identify forward-looking statements. These

forward-looking statements are found at various places throughout this proxy statement. 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, wherever they occur in this proxy statement, are necessarily estimates reflecting the best judgment of our

management 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 set forth

from time to time in our filings with the SEC. In addition to other factors and matters contained or incorporated in this document, these

statements are subject to risks, uncertainties and other factors, including, among others:

the occurrence of any event, change or other circumstances that could give rise to the termination of the merger agreement;

the outcome of any litigation and judicial actions that have been or may be instituted against Harrah s and others relating to the
merger agreement, including legislative action, referenda and taxation;

the inability to complete the merger due to the failure to obtain stockholder approval or the failure to satisfy other conditions to
consummation of the merger, including the inability of Parent and Merger Sub to obtain gaming or other regulatory approvals, as
required by the merger agreement;

the failure of the Equity Investors to obtain the necessary debt financing arrangements set forth in the commitment letters received in
connection with the merger;

the failure of the merger to close for any other reason;

risks that the proposed transaction disrupts our current plans and operations, and the potential difficulties for our employee retention
as a result of the announcement or completion of the merger;

the effect of the announcement or completion of the merger on our customer relationships, operating results and business generally;
and

changes in laws, including increased tax rates, changes in regulations or accounting standards, third-party relations and approvals,

and decisions of courts, regulators and governmental bodies;
and other risks detailed in our current filings with the SEC, including our most recent filings on Forms 10-Q and 10-K. See Where You Can Find
More Information. You are cautioned to not place undue reliance on these forward-looking statements, which speak only as of the date of this
proxy statement. We undertake no obligation to publicly update or release any revisions to these forward-looking statements to reflect events or
circumstances after the date of this proxy statement or to reflect the occurrence of unanticipated events, except as required by law.
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Harrah s

Harrah s Entertainment, Inc.
One Caesars Palace Drive
Las Vegas, Nevada 89109

(702) 407-6000

THE PARTIES TO THE MERGER

Harrah s Entertainment, Inc., a Delaware corporation, is one of the largest casino entertainment providers in the world. As of December 31, 2006,
Harrah s owned or managed through various subsidiaries 47 casinos, primarily in the United States and the United Kingdom. Our casino
entertainment facilities operate primarily under the Harrah s, Caesars and Horseshoe brand names in the United States, and include land-based
casinos, casino clubs, riverboat or dockside casinos, managed casinos on Indian lands, a combination thoroughbred racetrack and casino and a

combination greyhound racetrack and casino.

For more information about Harrah s, please visit our website at www.harrahs.com. Our website address is provided as an inactive textual
reference only. The information provided on our website is not part of this proxy statement, and therefore is not incorporated by reference. See

also  Where You Can Find More Information.

Our common stock is publicly traded on the NYSE under the symbol HET. Our common stock is

also listed on the Chicago Stock Exchange and the Philadelphia Stock Exchange.

Parent

Hamlet Holdings LLC

c/o Texas Pacific Group

301 Commerce Street, Suite 3300
Fort Worth, Texas 76102

(817) 871-4000

and

c/o Apollo Management V, L.P.
9 West 57 Street

New York, New York 10019

(212) 515-3200

Hamlet Holdings LLC, which we refer to as Parent, is a Delaware limited liability company that was formed solely for the purpose of acquiring
Harrah s and has not engaged in any business except for activities incidental to its formation and as contemplated by the merger agreement.
Parent is owned by the Equity Investors. The Equity Investors may ultimately include additional equity participants (who may include one or
more holders of our common stock), subject to the limitations and conditions contained in the merger agreement.

Merger Sub

Hamlet Merger Inc.
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New York, New York 10019
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c/o Texas Pacific Group

301 Commerce Street, Suite 3300
Fort Worth, Texas 76102

(817) 871-4000

Hamlet Merger Inc., which we refer to as Merger Sub, is a Delaware corporation that was organized solely for the purpose of completing the

merger. Merger Sub is a wholly owned subsidiary of Parent and has not engaged in any business except for activities incidental to its formation

and as contemplated by the merger agreement. Upon the consummation of the merger, if completed, Merger Sub will merge with and into
Harrah s and thereby cease to exist and Harrah s will continue as the surviving corporation.
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THE SPECIAL MEETING
Time, Place and Purpose of the Special Meeting

This proxy statement is being furnished to our stockholders as part of the solicitation of proxies by our board of directors for use at the special
meeting to be held on [®], 2007, starting at [®], local time, at [®], or at any postponement or adjournment thereof. The purpose of the special
meeting is for our stockholders to consider and vote upon adoption of the merger agreement (and to approve the adjournment or postponement
of the special meeting, if necessary or appropriate, to solicit additional proxies). Stockholders holding a majority of our outstanding common
stock must adopt the merger agreement in order for the merger to occur. A copy of the merger agreement is attached as Annex A to this proxy
statement. This proxy statement and the enclosed form of proxy are first being mailed to our stockholders on or about [¢], 2007.

Record Date and Quorum

We have fixed the close of business on [®], 2007 as the record date for the special meeting, and only holders of record of common stock on the
record date are entitled to vote at the special meeting. On the record date, there were [®] shares of common stock entitled to be voted. Each share
of common stock entitles its holder to one vote on all matters properly coming before the special meeting.

A majority of the outstanding shares of common stock entitled to vote at the special meeting constitutes a quorum for the purpose of considering
the proposals. Shares of common stock represented at the special meeting but not voted, including shares of common stock for which proxies
have been received but for which stockholders have abstained, will be treated as present at the special meeting for purposes of determining the
presence or absence of a quorum for the transaction of all business. In the event that a quorum is not present at the special meeting, it is expected
that the meeting will be adjourned or postponed to solicit additional proxies.

Vote Required for Approval

Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares of common stock. For the
proposal to adopt the merger agreement, you may vote FOR, AGAINST or ABSTAIN. Abstentions will not be counted as votes cast or shares
voting on the proposal to adopt the merger agreement, but will count for the purpose of determining whether a quorum is present. If you
abstain, it will have the same effect as a vote AGAINST the adoption of the merger agreement.

Under the rules of the NYSE, brokers who hold shares in street name for customers have the authority to vote on routine proposals when they
have not received instructions from beneficial owners. However, brokers are precluded from exercising their voting discretion with respect to
approving non-routine matters such as the adoption of the merger agreement and, as a result, absent specific instructions from the beneficial

owner of such shares, brokers are not empowered to vote those shares, referred to generally as broker non-votes. These broker non-votes will
be counted for purposes of determining a quorum, but will have the same effect as a vote AGAINST the adoption of the merger
agreement.

As of [], 2007, the record date, our directors and executive officers beneficially owned, in the aggregate, [®] shares of common stock, or
approximately [®]% of our outstanding shares of common stock. Our directors and executive officers have informed us that they intend to vote
all of their shares of common stock FOR the adoption of the merger agreement and FOR any adjournment or postponement of the special
meeting, if necessary or appropriate, to solicit additional proxies.

Proxies and Revocation

If you submit a proxy by telephone or the Internet or by returning a signed proxy card by mail, your shares will be voted at the special meeting
as you indicate on your proxy card or by such other method. If you sign your
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proxy card without indicating your vote, your shares will be voted FOR the adoption of the merger agreement and FOR the adjournment or
postponement of the special meeting, if necessary or appropriate, to solicit additional proxies, and in accordance with the recommendations of
our board of directors on any other matters properly brought before the special meeting for a vote.

If your shares of common stock are held in street name, you will receive instructions from your broker, bank or other nominee that you must
follow in order to have your shares voted. If you do not instruct your broker, bank or other nominee to vote your shares, it has the same effect as
avote AGAINST adoption of the merger agreement.

Proxies received at any time before the special meeting, and not revoked or superseded before being voted, will be voted at the special meeting.
You have the right to change or revoke your proxy at any time before the vote taken at the special meeting:

by delivering to our Corporate Secretary, Michael D. Cohen, at Harrah s Entertainment, Inc., One Harrah s Court, Las Vegas, Nevada
89119, a signed written notice of revocation, bearing a date later than the date of the proxy, stating that the proxy is revoked;

by attending the special meeting and voting in person (your attendance at the meeting will not, by itself, revoke your proxy; you must
vote in person at the meeting to revoke a prior proxy);

by submitting a later-dated proxy card;

if you voted by telephone or the Internet, by voting a later time by telephone or the Internet; or

if you have instructed a broker, bank or other nominee to vote your shares, by following the directions received from your broker,
bank or other nominee to change those instructions.
Please do not send in your stock certificates with your proxy card. If the merger is completed, a separate letter of transmittal will be mailed
to you that will enable you to receive the Merger Consideration in exchange for your Harrah s stock certificates.

If you participate in the Company Stock Fund of the Harrah s Entertainment, Inc. Savings and Retirement Plan, you may give voting instructions
to the Trustee by completing and returning the voting instructions that you will be receiving from the Trustee. Your instructions tell the Trustee
how to vote the Plan Shares (which are those shares of common stock representing your proportionate interest in the Company Stock Fund

which you are entitled to vote under the plan). Any such instruction will be kept confidential. The Trustee will vote your Plan Shares in
accordance with your duly executed and delivered voting instructions. If you do not give the Trustee voting instructions, the Trustee will vote
your Plan Shares as instructed by the investment committee under the plan or by a delegated member of such committee. Your voting
instructions must be received by the Trustee by 5:00 p.m., New York time, on [®], 2007. You will be provided instructions on how to deliver
your voting instructions. You may revoke previously given voting instructions by 5:00 p.m., New York time, on [e], 2007.

Adjournments and Postponements

Although it is not currently expected, the special meeting may be adjourned or postponed for the purpose of soliciting additional proxies. Any
adjournment may be made without notice, other than by an announcement made at the special meeting of the time, date and place of the
adjourned meeting. Whether or not a quorum exists, holders of a majority of the combined voting power of common stock present in person or
represented by proxy at the special meeting and entitled to vote thereat may adjourn or postpone the special meeting. Any signed proxies
received by Harrah s in which no voting instructions are provided on such matter will be voted FOR an adjournment or postponement of the
special meeting, if necessary or appropriate, to solicit additional proxies. Any adjournment or postponement of the special meeting for the
purpose of soliciting additional proxies will allow Harrah s stockholders who have already sent in their proxies to revoke them at any time prior
to their use at the special meeting as adjourned or postponed.
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Rights of Stockholders Who Object to the Merger

Stockholders are entitled to statutory appraisal rights under Delaware law in connection with the merger. This means that you are entitled to
have the value of your shares determined by the Delaware Court of Chancery and to receive payment based on that valuation. The ultimate
amount you receive as a dissenting stockholder in an appraisal proceeding may be more than, the same as or less than the amount you would
have received under the merger agreement.

To exercise your appraisal rights, you must submit a written demand for appraisal to us before the vote is taken on the merger agreement and

you must not vote in favor of the adoption of the merger agreement. Your failure to follow exactly the procedures specified under Delaware law

will result in the loss of your appraisal rights. See Dissenters Rights of Appraisal and the text of the Delaware appraisal rights statute reproduced
in its entirety as Annex D to this proxy statement.

Solicitation of Proxies

This proxy solicitation is being made and paid for by Harrah s on behalf of its board of directors. In addition, we have retained D.F. King & Co.,
Inc. to assist in the solicitation. We will pay D.F. King & Co., Inc. approximately $15,000 plus reasonable out-of-pocket expenses for their
assistance. Our directors, officers and employees may also solicit proxies by personal interview, mail, e-mail, telephone, facsimile or other
means of communication. These persons will not be paid additional remuneration for their efforts. We will also request brokers, banks and other
nominees to forward proxy solicitation material to the beneficial owners of shares of common stock that the brokers, banks and nominees hold
of record. Upon request, we will reimburse them for their reasonable out-of-pocket expenses related thereto. In addition, we will indemnify D.F.
King & Co., Inc. against any losses arising out of that firm s proxy soliciting services on our behalf.

Questions and Additional Information

If you have more questions about the merger or how to submit your proxy, or if you need additional copies of this proxy statement or the
enclosed proxy card or voting instructions, please call D.F. King & Co., Inc. at (800) 735-3107.
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THE MERGER

This discussion of the merger is qualified in its entirety by reference to the merger agreement, which is attached as Annex A to this proxy
statement. You should read the entire merger agreement carefully as it is the legal document that governs the merger.

Background of the Merger

The Company regularly reviews and evaluates its business strategy with the goal of enhancing stockholder value. In January through March
2006, representatives of the Company met and had various exploratory discussions with representatives of TPG regarding the feasibility and
potential value of separating the Company s real estate assets and business operations into separate businesses (a so-called PropCo/OpCo
structure). In that context, TPG executed and delivered to the Company a confidentiality agreement appropriate to such discussions on
February 3, 2006 and management kept our board of directors apprised of such discussions.

In April 2006, the Company determined to not proceed with implementing a PropCo/OpCo structure and the discussions were terminated.

In early August 2006, representatives of Apollo contacted Charles Atwood, our Vice Chairman, to discuss Apollo s interest in exploring
opportunities in the gaming industry, including opportunities with the Company. The conversations eventually involved discussion of the
feasibility of a leveraged buyout of the Company, which was followed by several meetings between the parties later that month. During the same
month, members of the Company s management held several meetings on the feasibility of a leveraged buyout of the Company with TPG. In late
August 2006, Gary Loveman, our Chairman, Chief Executive Officer and President, advised one of the non-management members of our board
of directors that preliminary private equity discussions were taking place.

On September 6, 2006, representatives of the Company, including Messrs. Atwood and Loveman, met with representatives of TPG to discuss
the Companys, its business and its operations. At such meeting, representatives of TPG stated that a transaction with the Company might require
multiple private equity firms. Mr. Loveman advised TPG that management had conducted preliminary discussions with Apollo and that he had
no objection to TPG contacting Apollo.

On September 7, 2006, the Company contacted its regular outside counsel, Latham & Watkins LLP ( Latham ), and retained such firm as the
Company s outside counsel in connection with the discussions with Apollo and TPG.

On September 8, 2006, Apollo and a third private equity firm ( PE Firm #3 ) (which joined the discussions between Apollo, TPG and the
Company) executed separate confidentiality agreements with the Company.

Between September 8 and 10, 2006, the Company provided various diligence materials to TPG, Apollo and PE Firm #3.
On September 12, 2006, representatives of TPG and Apollo delivered a preliminary due diligence request list to the Company.

On September 14 and 15, 2006, meetings were held at the Company s corporate offices among various Company representatives and various
representatives of Apollo, TPG and PE Firm #3, joined by representatives of Cleary Gottlieb Steen & Hamilton LLP ( Cleary ), counsel for TPG,
and Wachtell, Lipton, Rosen & Katz ( Wachtell ), counsel for Apollo, to discuss diligence matters concerning the Company.

On or about September 7, 2006, Mr. Loveman further advised the non-management member of the board of directors and advised one or more
additional members of our board of directors of the interest of the private
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equity firms in the Company. At the request of several board members, a special meeting of the board of directors was noticed on September 8,
2006 and held on September 19, 2006. At this meeting, the board of directors created a special committee to respond to the buyout proposal
which Mr. Loveman indicated that he expected would be forthcoming from the private equity firms, and empowered the special committee to
hire its own financial and legal advisors. The board of directors determined that establishing a special committee of non-management members
of the board of directors was in the best interest of the Company and its stockholders to avoid any appearance of a conflict of interest. The
special committee initially consisted of five members Robert G. Miller, R. Brad Martin, Stephen F. Bollenbach, Frank J. Biondi, Jr. and Barbara
T. Alexander.

On September 19, 2006, a Company representative participated in a conference call with representatives of PricewaterhouseCoopers LLP
( PwC ), accounting advisors to the private equity firms, with respect to financial and accounting diligence related to the Company, its business
and its operations. A legal diligence call between representatives of the Company and Cleary, Wachtell and PwC was held the following day.

On September 20, 2006, the special committee held its initial meeting with several additional non-management directors in attendance.

Mr. Miller advised the members of the special committee that pursuant to its authority from the board of directors, he had interviewed possible
legal and financial advisors. After discussion and review of their expertise, experience and independence with representatives of each of Kaye
Scholer LLP ( Kaye Scholer ) and UBS, the special committee determined to engage Kaye Scholer as its legal advisor and, subject to negotiation
of a satisfactory engagement letter, UBS as its financial advisor. Thereafter, representatives of Kaye Scholer reviewed with the special

committee its fiduciary duties in connection with its consideration of a possible proposal by the private equity firms and the need for the special
committee to have a clear mandate of its authority from the board of directors. The special committee also discussed the benefits of adding to the
special committee any additional non-management director(s) who wished to join the special committee given the importance of the matters

under consideration and the additional experience of the remaining non-management directors.

Also on September 20, 2006, representatives of Apollo and TPG met with representatives of the Company in Las Vegas to discuss a possible
transaction.

On September 21, 2006, representatives of TPG toured the Company s facilities in Atlantic City with representatives of the Company.

On September 21 and 22, 2006, representatives of Cleary and Wachtell engaged in due diligence teleconferences with representatives of the
Company and PwC.

From September 22, 2006 until October 4, 2006, representatives of Kaye Scholer and Latham had extensive negotiations with representatives of
Cleary and Wachtell concerning the terms of proposed amended confidentiality agreements with standstill provisions with TPG and Apollo.

On September 22, 2006, with the consent of the special committee, representatives of PwC contacted the Company s outside accountants,
Deloitte & Touche LLP ( Deloitte ) regarding financial and accounting due diligence.

On September 25, 2006, the board of directors received a letter from Apollo and TPG (collectively, the sponsors ) in which they proposed to
acquire 100% of our outstanding common stock for a cash purchase price of $81.00 per share. The proposal stated that it was not subject to
further due diligence or a financing condition. The letter proposal was accompanied by debt commitment letters from three financial institutions
in an aggregate amount that would have exceeded the amount necessary to consummate the proposed debt financing for the transaction (and
such debt commitment letters were subject only to a customary Company material adverse effect condition to be conformed to the definitive
merger agreement) and a draft merger agreement. In the letter, the
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sponsors stated that they were being advised by Deutsche Bank, as well as Cleary, Wachtell and Frank Schreck of the law firm Schreck
Brignone (Mr. Schreck was advising as to gaming regulatory matters). The letter stated that it did not constitute a binding commitment by TPG
and Apollo and that such commitment would be subject to execution of definitive agreements. PE Firm #3 was not a party to the proposal and
did not participate thereafter.

The board of directors met by telephone conference call on September 26, 2006 with the management members of the board not in attendance.
At the meeting, the special committee was expanded to consist of all nine non-management members of the board of directors and the special
committee s authority was clarified to include the authority to consider and, as it deemed appropriate, pursue and enter into negotiations with
respect to a potential strategic transaction with the sponsors or any third party or to determine not to pursue or to abandon any such transaction
or negotiations. The board of directors resolved that the special committee would be responsible for conducting, pursuing and negotiating all
aspects of a transaction, if any, on behalf of the Company and would have the full power of the board of directors subject to any mandatory
limitations under Delaware law. It was the view of the non-management members of the board of directors that, in order to avoid any appearance
of a conflict of interest, management should not be involved in negotiations with the sponsors unless requested by the special committee and that
any negotiations should be held by the special committee and its independent financial and legal advisors.

The special committee met by telephone immediately after conclusion of the September 26, 2006 meeting of the board of directors. At such
meeting, the special committee formally retained Kaye Scholer as its legal advisor and, subject to negotiation and execution of an approved
engagement letter, UBS as its financial advisor. In addition, Messrs. Miller and Martin were appointed as Co-Chairmen of the special committee
in light of the increased size of the special committee and the need to designate a smaller subset of the special committee to be able to take
action in between meetings. Representatives of Kaye Scholer reviewed with the special committee its fiduciary duties in connection with its
consideration of the sponsors proposal and any alternatives thereto. The special committee confirmed its belief that each of the members of the
special committee was independent and disinterested with respect to the Company and the sponsors. The special committee discussed the
sponsors proposal and a preliminary list of third parties identified by UBS who might be interested in a transaction with the Company. The
special committee determined to perform an analysis of the Company, the sponsors proposal and the Company s alternatives before it would
respond. The special committee noted that one of the sponsors financial advisors had acted as the Company s financial advisor on other matters
and the sponsors gaming regulatory counsel had provided regulatory gaming advice to the Company. The special committee adopted certain
guidelines and instructions for the sponsors and Company management for an orderly process including that the sponsors should not enter into
any exclusivity agreements with financing sources. After delivering these guidelines and instructions on September 26, and September 27, 2006,
the special committee s financial and legal advisors were advised that the sponsors had previously entered into exclusivity agreements with six
financial institutions, including the three financial institutions that were named in their proposal.

On the evening of October 1, 2006, Mr. Loveman advised the Co-Chairmen that he had been approached by a reporter seeking comments for a
news article that was going to be published in the financial press on October 2, 2006 to the effect that private equity suitors, naming TPG, were
close to a deal to buy the Company. Following discussion among Mr. Loveman, other members of the Company s management, the
Co-Chairmen and the Company s and the special committee s counsel, early on October 2, 2006, the Company issued a press release stating that
the Company had received a proposal from Apollo and TPG to acquire all of our outstanding common stock for $81.00 per share, and that a
special committee had been formed and had selected its own financial and legal advisors. The press release also stated that the special committee
had not determined that a transaction was in the best interest of the Company or its stockholders or that the Company should not continue as an
independent public company pursuing its business plan as the world s largest provider of branded casino entertainment.

In connection with the public disclosure of the sponsors proposal, the special committee instructed UBS to respond to calls and initiate
discussions with third parties regarding their level of interest in proceeding with a
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strategic transaction with the Company in the event the special committee determined that the Company should pursue a strategic transaction.
The special committee did not authorize UBS to conduct a formal auction since it had not made a determination to proceed with a
change-in-control transaction.

From early October 2006 through execution of the merger agreement, UBS contacted or had discussions with approximately 30 third parties
(including both strategic and financial parties). UBS discussed the results of these contacts with the special committee at various meetings of the
special committee.

On October 4, 2006, a representative of Kaye Scholer initiated a conference call with Stephen Brammell, the Company s General Counsel, and
Frank Schreck in which Mr. Schreck discussed the structure of the proposed buyout vehicle and his views as to various regulatory matters in
connection with the sponsors proposal.

Also on October 4, 2006, each of the sponsors executed and delivered to Kaye Scholer amended confidentiality agreements containing, among
other things, standstill provisions. On that date, the sponsors sent a letter to the special committee indicating that, at the request of the special
committee, they had released each of their six financing sources from their exclusivity obligations to them and that the sponsors would not enter
into additional exclusive arrangements with financing sources without the special committee s consent. On October 5, 2006, the sponsors
delivered signed letters addressed to each of the six financial institutions releasing them from any exclusivity obligations to the sponsors with
respect to a transaction with the Company. On such date, the Company s stockholders rights plan expired in accordance with its terms.

On October 5, 2006, the board of directors and the special committee each held meetings in Los Angeles, California at the offices of Latham, the
Company s outside counsel. The full meeting of the board of directors commenced with an executive session with management and
non-management directors but no other persons in attendance. At the executive session, the management directors reviewed the time-line with
respect to the history of the discussions between management and the sponsors. The members of the board of directors discussed the negative
impact on the Company s Las Vegas master capital plan resulting from increased construction costs and were informed by management that
management had determined not to go forward with submitting a bid for a casino site at Sentosa Island in Singapore.

Following the conclusion of the executive session, the Company s senior management team, including division presidents, made presentations to
the board of directors on the Company s ten-year plan, including an updated base case for the balance of 2006 and 2007 which was revised from
the July 2006 plan in light of the proposed acquisition by the Company of London Clubs International plc and recent business activity, as well as
an updated base case showing additional capital expenditures for long-term growth. Management members provided an update on the Company s
capital activities and discussed the negative impact of the Company s recent debt rating downgrade which had occurred after disclosure of the
sponsors proposal.

At the special committee meeting on October 5, 2006, following approval of the UBS engagement letter, UBS provided its preliminary financial
presentation on the sponsors proposal, including market perspectives and preliminary valuation framework, including the ability of the sponsors

to maximize leverage on the Company s assets due to the current conditions in the commercial mortgage backed securities ( CMBS ) market. The
special committee generally discussed a number of possible strategic alternatives to a transaction with the sponsors, including a leveraged
recapitalization and a PropCo/OpCo reorganization of the Company and described UBS preliminary discussions with potential third party
strategic and financial buyers, a number of whom did not wish to be subjected to licensing by regulatory authorities. Upon conclusion of the

UBS presentation, the special committee discussed the sponsors $81.00 per share proposal in detail, taking into account, among other factors,
management s view that the price was inadequate, and the recommendation of UBS as to the special committee s response. The special committee
determined to reconvene by telephone conference the following day to allow the members of the special committee to reflect on the various

matters discussed at the meeting.

At its meeting on October 6, 2006, the special committee unanimously resolved to reject the sponsors proposal. The special committee
determined to continue to actively inform itself as to its strategic alternatives
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including continuing as an independent public company. At the meeting, Kaye Scholer also provided an update on the first of several lawsuits
filed against the Company and the members of the board with respect to the sponsors proposal. For more information regarding these lawsuits,
please see  Litigation Related to the Merger.

From October 6, 2006 through October 8, 2006, representatives of UBS had discussions with various representatives of the sponsors concerning
the special committee s determination to reject the sponsors proposal.

During the first week of October 2006, UBS received a call from representatives of a strategic party operating in the gaming business ( Company
B ) to the effect that Company B might be interested in submitting a proposal for a strategic transaction with the Company.

The special committee met by telephone on October 9, 2006, at which meeting representatives of UBS updated the special committee on
discussions with representatives of the sponsors concerning the special committee s rejection of their proposal and the contact by Company B.
Members of the committee resolved to hold a two-day in-person meeting in Memphis the following week to review the Company s strategic
alternatives in detail. During such meeting, representatives of UBS informed the special committee that one of UBS managing directors is an
outside member of the board of directors of Company B and the special committee was satisfied on the basis that such individual was not and
would not be involved in the representation of the special committee.

On October 9, 2006, after the conclusion of the special committee meeting, the special committee received a letter from the sponsors containing
a revised buyout proposal which increased the offer price to $83.50 per share in cash. The revised proposal also stated that the sponsors were
willing to provide what the sponsors believed was an additional $2.00 per share in value by permitting the Company to maintain its regular
quarterly dividend of $0.40 per share through November 2007. (Under the draft merger agreement provided by the sponsors on September 25,
2006, the Company would have been permitted to make only two quarterly dividend payments of $0.40 per share). According to the letter, the
revised proposal represented a significantly higher premium than the final premiums in the HCA, Kinder Morgan and Univision transactions to
compensate the Company s stockholders for the fact that the regulatory process would extend past the typical period to close in transactions of
this type. The letter contrasted the alternative of a leveraged recapitalization which the sponsors argued would exacerbate investor concerns
about the level of the Company s capital expenditures and the returns associated with those expenditures. The letter referenced the sponsors
willingness to immediately enter into discussions, as part of an overall dialogue, to resolve in a mutually acceptable way the regulatory aspects
of the offer in order to minimize and allocate attendant risks, including the risk of delay.

On October 11, 2006, a major newspaper reported that the sponsors had raised their bid to acquire the Company to between $83 and $84 per
share but that the Company s advisors had signaled that the offer would need to be even higher. On such date, Kaye Scholer sent a letter to
Cleary and Wachtell raising the special committee s concerns about maintenance of confidentiality in the process. Cleary and Wachtell sent a
letter to Kaye Scholer the same day which stated the sponsors had kept discussions with the special committee and the Company in confidence
and planned to continue to proceed with the special committee in confidence. On October 11, 2006, a representative of UBS had dinner with the
Chief Executive Officer of Company B (the Company B CEO ) and a member of the board of directors of Company B.

On October 12 and 13, 2006, the special committee met at the offices of Mr. Martin in Memphis, Tennessee. At the meetings, the special
committee discussed the sponsors revised proposal. UBS discussed, without rendering any opinion, its preliminary financial analysis comparing
strategic alternatives, including the sponsors most recent proposal, a leveraged recapitalization both with and without a minority equity
component (a sponsored recapitalization ), potential asset sales, public and private PropCo/OpCo structures and the substance of various contacts
between UBS and third party strategic and financial buyers. UBS advised the special committee that it had been advised that Company B was
working with two major investment banking firms to assist in its review of the Company. After deliberation, the special committee instructed

UBS to work with Company management to further explore the leveraged recapitalization alternative as well as to analyze the value to
stockholders of potentially splitting the Company into separate high-end and middle market gaming
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companies. The special committee also instructed UBS to inform the sponsors that their revised proposal was not at a level sufficient for the
special committee to engage with them generally but that the special committee s advisors were authorized to have a discussion on regulatory
matters as the sponsors had suggested in their revised proposal letter.

At a brief meeting by teleconference on October 13, 2006, the board of directors approved the Company s third quarter dividend of $0.40 per
share and, at the recommendation of the special committee, increased the meeting fees payable to individual members of the special committee
to $6,000 in cash per meeting (from $3,000 per meeting), in light of the amount of work being performed by members of the special committee.

On October 13, 2006 and October 15, 2006, representatives of UBS had discussions with representatives of the sponsors with respect to the
special committee s response to the sponsors revised proposal.

On October 17, 2006, representatives of Kaye Scholer participated in a conference call with representatives of Cleary and Wachtell to discuss
regulatory matters. Cleary and Wachtell advised Kaye Scholer that the sponsors were not willing to engage on substantive matters relating to
regulatory issues without client participation as part of an overall dialogue.

The special committee met by telephone on October 17, 2006. Representatives of UBS updated the special committee on discussions with the
sponsors and with Company B and an additional strategic third party ( Company C ). UBS advised the special committee that the Company B
CEO had notified UBS that Company B likely would be submitting a proposal concerning a strategic transaction with the Company. The special
committee requested Kaye Scholer to prepare and negotiate confidentiality agreements with standstill provisions with the third parties.

On October 20, 2006, the Company announced the terms of its increased cash offer to purchase the outstanding shares of London Clubs
International plc, as previously authorized by the board of directors, following additional analysis and recommendation by the Company s
management.

At the meeting of the special committee by telephone conference call on October 20, 2006, Mr. Martin updated the special committee on his
recent meeting with Mr. Loveman, and reported that it was Mr. Loveman s view that the Company s assets should remain together and not be
split-up in light of the value and benefit generated from the Total Rewards Program. A representative of UBS updated the special committee on
UBS discussions with Company B and Company C, and the recent meetings held by UBS with management to review the leveraged
recapitalization alternative.

Later the same day, representatives of UBS and Kaye Scholer met with representatives of TPG and, by telephone, with representatives of Cleary
and Wachtell, in response to the position taken by the sponsors that further regulatory discussions needed to include client participation. The
representatives of TPG present at the meeting stated that they desired to engage on the terms of the overall transaction, both economic and
contractual. UBS and Kaye Scholer responded that the special committee had not authorized them to engage generally with the sponsors at the
price level of their most recent proposal but believed it would be useful to discuss the framework for the sponsors bid, including their view as to
the acceptability of increasing the price per share by an interest factor if closing of the transaction were delayed beyond a certain date (a ticking
fee ), the continuation of quarterly dividends throughout the entire period until closing and the level of break-up and reverse break-up fees.
Representatives of TPG provided feedback to representatives of UBS on these matters in subsequent calls over the next few days.

On October 23, 2006, a representative of Company B advised UBS that Company B had decided not to move forward with a proposal for a
strategic transaction with the Company due to the limited time-frame to respond and in light of the complexity and large size of the transaction.

The special committee met by telephone on October 26, 2006. Representatives of UBS provided an update on discussions with third parties
including Company C, as well as an additional third party with industry
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background ( Party D ) and a leading hedge fund. The special committee discussed certain alternatives available to the Company including not
proceeding with a transaction and a leveraged recapitalization followed by a second step sale of the Company at a later date (a so-called

leveraged sale ). The special committee determined that, given the importance of regulatory issues, management should be requested to make a
full presentation to the special committee on the regulatory aspects of a transaction at a meeting in early November 2006.

On October 27, 2006, as instructed by the special committee, Kaye Scholer provided a markup of the sponsors draft merger agreement to Cleary
and Wachtell.

The special committee met by telephone on October 31, 2006. Representatives of UBS provided an update on discussions with third parties.
Company C was unwilling to sign a standstill and was reviewing a possible transaction in light of public information only. Party D had advanced
the concept of an equity investment by Party D in the Company as part of a leveraged recapitalization and having a role in management. The
special committee discussed the leveraged recapitalization alternative and agreed that such alternative should be discussed with Mr. Loveman on
November 7, 2006. The special committee also discussed the possibility of substantially increasing the Company s regular cash dividend as an
additional alternative.

On November 2, 2006, representatives of Kaye Scholer and UBS met with representatives of Cleary and Wachtell in Los Angeles to discuss
regulatory matters and conceptual issues in the draft merger agreement.

In early November 2006, representatives of UBS and Company B engaged in various discussions in which UBS was advised as to Company B s
continuing interest in pursuing a strategic transaction with the Company notwithstanding its earlier communication to the contrary. On
November 6, 2006, Company B submitted to UBS a priority due diligence request list.

On November 7, 2006, UBS received a letter from the sponsors on certain major regulatory and contract issues being discussed by the parties,
together with a draft gaming regulatory presentation. The sponsors letter indicated that the sponsors were willing to agree to an unspecified
ticking fee that would increase the per share price paid to stockholders if timing moved beyond an agreed date. However, the letter indicated that
in light of the public disclosure of a possible transaction almost six weeks before, the sponsors believed that the go-shop period provided in the
sponsors draft merger agreement in which the Company could actively market the Company after signing an agreement with the sponsors was
no longer necessary.

The special committee met in Las Vegas, Nevada on November 8, 2006, following completion of the meeting of the full board of directors on
the previous day. Representatives of UBS, Kaye Scholer and A.J. ( Bud ) Hicks of McDonald Carano Wilson LLP, regulatory counsel to the
special committee, attended. Members of management of the Company attended the meeting, and Mr. Brammell and Mr. Hicks made
presentations to the special committee on gaming regulatory matters, and discussed their estimated time-frame for obtaining regulatory approval
for a sponsors transaction. After members of the management left the meeting, representatives of UBS provided an update on discussions with
third parties. The special committee also discussed the leveraged recapitalization alternative and the possible impact on the price per share of
management s proposed reduction of annual operating expenses. UBS advised the special committee that these cost savings had largely been
taken into account in the financial models reviewed by the special committee and likely had been taken into account by the sponsors as well.

On November 13, 2006, Company B and the special committee, on behalf of the Company, executed a mutual confidentiality and standstill
agreement. On such date, Messrs. Martin, Miller and Horn, together with Mr. Moelis and another representative of UBS, had a dinner meeting
with the Company B CEO and one other representative of Company B in Memphis, Tennessee.

On November 14, 2006, Messrs. Martin and Miller and representatives of UBS had a teleconference with representatives of the sponsors in
which the sponsors made a regulatory presentation based on revised regulatory discussion materials, which were subsequently circulated to the
full special committee.
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The special committee met by telephone on November 15, 2006. The special committee members who had not met with the Company B CEO
each agreed to meet in the near future with him. UBS provided additional analysis of the sponsors proposal without rendering any opinion. After
discussion, as requested by the sponsors, the special committee authorized allowing the sponsors to contact certain specific mezzanine financing
sources so long as it was on a non-exclusive basis.

On November 15, and 16, 2006, representatives of Kaye Scholer, Cleary and Wachtell had teleconferences to discuss the draft merger agreement
in greater detail.

On November 16, 2006, members of the Company s management met in Las Vegas, Nevada with representatives of the sponsors and UBS to
provide due diligence updates.

On November 17, 2006, members of the Company s management and UBS met in Las Vegas, Nevada with representatives of Company B with
respect to due diligence matters relating to the Company. Cleary and Wachtell provided Kaye Scholer with a revised draft of the sponsors
merger agreement reflecting the discussions earlier in the week and other concessions they proposed to make in response to Kaye Scholer s
mark-up of such merger agreement.

On November 17 and 20, 2006, Mr. Loveman and the Company B CEO had several telephone discussions which were arranged by UBS.

The special committee met by telephone on November 21, 2006. Representatives of Kaye Scholer updated the special committee on certain legal
matters. Representatives of UBS updated the special committee on the separate discussions with representatives of the sponsors, Company B and
the Company s management. The special committee discussed a process and timetable for proceeding with its continued engagement with both
the sponsors and Company B.

In late November 2006, several press reports indicated that Company B was considering making a proposal to acquire the Company.

On November 27, 2006, Mr. Loveman and the Company B CEO met in Atlantic City, New Jersey. That evening, Messrs. Biondi and Bollenbach
and a representative of UBS had a dinner meeting with the Company B CEO in Los Angeles, California.

Also on November 27, 2006, Company B delivered a letter to the special committee affirming Company B s strong interest in pursuing a
strategic combination of the Company with Company B. Based upon its due diligence through such date, the letter stated that Company B was
prepared to offer the Company s stockholders $71.00 per share in cash plus a fixed exchange ratio of shares of Company B common stock for
each share of our common stock for a combined value as determined by Company B of $87.00 per share. Company B s letter stated that it had
preliminary funding commitments from several established financing sources and that the proposal was subject to completion of due diligence
and the negotiation of definitive documents.

On November 28, 2006, representatives of Company B and its advisors met in Las Vegas, Nevada with the Company s management and
representatives of UBS and Kaye Scholer for a diligence discussion about the Company. Representatives of Company B and its advisors
continued their diligence review of the Company in Las Vegas, Nevada through and including December 10, 2006.

On November 28, 2006, as authorized by the special committee, UBS sent a bid process letter to each of the sponsors and Company B. The
letters specified 5:00 pm Pacific Standard Time on December 12, 2006 as the submission deadline for offers to acquire 100% of the capital stock
of the Company and requested that each prospective bidder submit (i) a binding, written offer remaining open until December 22, 2006, (ii) a
detailed description of funding sources including commitment letters and (iii) a copy of the form of merger agreement to be circulated by Kaye
Scholer marked with any proposed changes.
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On November 29, 2006, Mr. Schreck, regulatory counsel for the sponsors, sent a letter to the special committee in which he indicated that he
wished to address what he understood to be the special committee s concerns with respect to regulatory matters in light of his views as to the
certainty of regulatory approval and his long relationship with the Company. Mr. Schreck referenced his understanding that the special
committee was considering a potential transaction with Company B and stated his view as to probable timing of each of the two proposals and
his conclusion that the sponsors proposal did not have an overall relative regulatory disadvantage and in fact benefited from certain regulatory
advantages over a proposal from Company B.

The special committee met by telephone on November 29, 2006. UBS advised the special committee that Company management had advised
UBS that management wished to re-analyze the leveraged recapitalization alternative.

On November 30, 2006, representatives of UBS, Kaye Scholer, Latham and PwC met in the vicinity of Company B s principal offices with
representatives of Company B, and its outside financial, legal and accounting advisors for a due diligence discussion relating to Company B.
UBS, Kaye Scholer, Latham and PwC continued their diligence review of Company B through December 12, 2006.

On November 30, 2006, UBS distributed to Company B a draft merger agreement prepared by Kaye Scholer. Ms. Alexander and Christopher J.
Williams, together with a representative of UBS, held a meeting with the Company B CEO. Timothy Wilmott, then Chief Operating Officer of
the Company, and the Company B CEO had a dinner meeting.

On December 1, 2006, representatives of Cleary and Wachtell sent a letter to representatives of Kaye Scholer requesting a copy of any diligence
information provided to other parties in connection with the process, referencing press reports that other parties were performing extensive
diligence with respect to the Company. A representative of Kaye Scholer subsequently responded that the sponsors had already been provided
with updated diligence about the Company and that the special committee would instead respond to specific information requests from the
sponsors.

On December 1, 2006, UBS distributed to the sponsors a draft merger agreement revised by Kaye Scholer. In addition, the Company s
management submitted requests for financing proposals to seven banks in connection with a potential leveraged recapitalization of the
Company.

On December 5, 2006, representatives of the Company, the special committee s advisors, Company B and its advisors met in Las Vegas, Nevada
for a due diligence discussion concerning Company B. Representatives of UBS, Kaye Scholer and Company B s legal advisors held a
teleconference call to discuss certain tax matters. Also on December 5, 2006, the Company s management received preliminary financing bids
from six banks to finance a leveraged recapitalization.

On December 6, 2006, representatives of Kaye Scholer, Cleary and Wachtell held a teleconference call to discuss certain matters raised by
Cleary and Wachtell concerning the revised draft merger agreement with the sponsors.

On December 7, 2006, Mr. Hicks had a teleconference call with representatives of Company B to discuss certain gaming regulatory matters in
connection with Company B s proposal, following similar discussions which Mr. Hicks had initiated with Mr. Schreck and representatives of
TPG and Apollo concerning the sponsors proposal.

The special committee met by telephone on December 8, 2006. The Co-Chairmen raised the possibility of the special committee seeking a
second fairness opinion from an investment banking firm that would not be paid a contingent success fee upon closing of a transaction should
the special committee determine to recommend a transaction to the full board of directors. The special committee discussed the matter and
authorized the Co-Chairmen to pursue and engage a second investment banking firm for such purposes.
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On December 10, 2006, Kaye Scholer and counsel to Company B had a telephone conference to discuss the draft Company B merger agreement.
On such date, Mr. Martin contacted a representative of PJISC to request that PISC provide a second opinion as to the fairness from a financial
point of view to the holders of our common stock of the consideration proposed to be received by such holders in connection with the proposed
transaction in the event that the special committee reasonably expected that it would recommend to the full board of directors that Harrah s enter
into a transaction, and, if requested by the special committee prior to the closing of the merger, an opinion as to the solvency, or lack thereof, of
the surviving corporation in the merger, based on the assumption that the closing of the merger will occur. Following these discussions and
during the following week, representatives of PJSC held several discussions with representatives of the Company, the special committee and
UBS and entered into an engagement letter with the special committee.

On December 12, 2006, UBS received bid packages from each of the sponsors and Company B. The sponsors proposed to acquire 100% of the
outstanding shares of common stock for $88.50 per share in cash. The proposal was accompanied by debt commitment letters from three major
lending institutions, the form of equity commitment letter from the sponsors and the form of limited guarantee from the sponsors in addition to a
markup of the draft merger agreement previously provided by Kaye Scholer. The proposal was to expire by its terms on December 22, 2006.

In its bid submission on December 12, 2006, Company B proposed to pay $71.00 in cash (without any ticking fee) and a fixed number of shares
of Company B common stock, subject to a cash/stock-election mechanism, for each share of our common stock. Company B valued its proposal
at $86.92 per share of our common stock based upon the December 12, 2006 closing stock price of Company B s common stock. Company B s
proposal stated that it was fully funded and not subject to a financing condition and further stated that Company B was highly confident of its
ability to secure all required approvals, likely within 9-12 months. Its proposal was accompanied by debt commitment letters from two major
lending institutions as well as a markup of the draft merger agreement previously provided by Kaye Scholer. The proposal was to expire by its
terms on December 22, 2006.

The special committee met on December 13, 2006 at UBS offices in New York City. Kaye Scholer outlined to the special committee its
fiduciary duties in the context of the various strategic alternatives before the special committee. UBS described the principal financial and
business terms of such proposals. Kaye Scholer described the principal legal terms of the two proposals. Representatives of UBS reviewed,
without rendering any opinion, and the special committee discussed, UBS financial presentation materials with respect to the Company s market
performance, a valuation analysis of the Company and financial analysis of each proposal. Members of the Company s senior management then
joined the meeting and provided, as requested by the special committee, a report on the results of management s diligence review of Company B.
The Company s senior management discussed their views of the advantages and disadvantages of a combination with Company B. Members of
the Company s management described their views as to the regulatory process, including time to close, of a transaction with Company B versus a
transaction with the sponsors as well as in the case of a stand-alone leveraged recapitalization.

After members of the Company s management left the meeting, the Company B CEO and Company B s chief corporate development officer
joined the meeting. They provided an overview of Company B and of the Company B proposal. Thereafter, additional members of Company B s
management and outside financial and legal advisors joined the meeting and made a presentation and answered questions from the special
committee and its advisors.

The special committee reconvened on December 14, 2006 in UBS s office in New York City. At their request, Leon Black, Marc Rowan and Eric
Press of Apollo, David Bonderman and Karl Peterson of TPG and the sponsors regulatory counsel, Mr. Schreck, joined the meeting. The
representatives of the sponsors provided an overview of the sponsors, their proposal for the transaction and key regulatory considerations.

Mr. Schreck stated that he was highly confident that the sponsors transaction would be promptly approved by all applicable gaming regulatory
authorities. After answering various questions, the representatives of the sponsors left the meeting.

Senior Company management then joined the meeting and presented the strategic alternative developed by management of a leveraged
recapitalization involving a $33.00 per share special dividend to the Company s
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stockholders based on the financing proposals that had been received from various banks. Management stated that it believed that the plan,

which would result in leverage equal to 7.2 times EBITDA, was the optimal leveraged recapitalization plan for the Company under public
ownership. Management discussed certain legal and execution risks associated with such plan. After answering various questions, the Company s
management left the meeting.

The special committee then considered and discussed the various relative benefits and risks of the sponsors $88.50 cash proposal, Company B s
$86.92 cash and stock proposal and management s leveraged recapitalization plan. The special committee discussed the fact that the value of the
sponsors offer, payable entirely in cash, was straightforward, although the special committee believed that such value could be increased and
that several issues were open concerning the terms of such offer. With respect to Company B s offer, the special committee noted that each
member of the special committee had met individually with Company B s CEO and had been favorably impressed. The special committee
discussed various issues related to Company B s offer, including its lower cash value and the uncertain value of the stock component of the offer,
the fact that any increase in the offer would be partially borne by the Company s stockholders who would hold approximately one-half of the
stock of the surviving corporation and the special committee s concerns about the risk of Company management turnover in the event of a
transaction with Company B as well as risks related to obtaining antitrust approvals. The special committee did not view the strategic alternative
of a stand-alone leveraged recapitalization as compelling relative to a transaction with the sponsors or Company B, and expressed concerns

about the long-term viability of effectuating a leveraged recapitalization, potential disruption in the Company s stockholder base and the risk that
the plan would not be appropriately rewarded in the public markets.

After deliberation, the special committee instructed UBS to advise the sponsors that the special committee was prepared to move forward to
negotiate a definitive agreement with the sponsors immediately if certain changes to their proposal were agreed to by the sponsors, including
increasing the purchase price to $91.00 per share, commencing the ticking fee 12 months after signing (instead of April 2008 as the sponsors had
proposed) and the sponsors agreement to a $500 million reverse break-up fee (in lieu of the $300 million fee that the sponsors had proposed) in
the event of termination of the merger agreement with respect to financing matters as well as in the case of termination for regulatory
non-approval (which the sponsors had been unwilling to agree to). Representatives of UBS left the meeting to contact the sponsors and, upon
their return, informed the special committee that the sponsors were prepared to increase their offer price to $90.00 per share in cash as their
absolute best and final price and to make certain other concessions requested by the special committee, including agreeing to a reciprocal
break-up and reverse break-up fee of $500 million. However, the sponsors were unwilling to agree to any regulatory reverse break-up fee other
than their willingness to confirm the accuracy of their proposed representations and warranties concerning licensing matters.

After further deliberation, the special committee directed UBS to advise the sponsors that their position on the lack of a regulatory reverse
break-up fee was unacceptable and that the special committee required a satisfactory resolution on such matter. Representatives of UBS again
left the meeting and had further discussions with representatives of the sponsors. Upon their return, they informed the special committee that the
sponsors were prepared to agree to a $250 million regulatory reverse break-up fee subject to certain contractual language being agreed upon.
After discussing the proposed compromise, the special committee determined to proceed with completing negotiation of a definitive merger
agreement with the sponsors.

Commencing in the evening on December 14, 2006 and continuing through the morning of December 17, 2006, representatives of the Company,
UBS, Kaye Scholer and Latham met at the offices of Wachtell in New York City with representatives of the sponsors, Cleary and Wachtell to
negotiate the terms of the merger agreement, the equity commitment letters and the limited guarantees from the sponsors.

On December 17, 2006, immediately prior to a scheduled meeting of the special committee, representatives of the sponsors contacted
representatives of UBS relaying compromise positions on certain of the then principal open business and legal issues in the merger agreement.
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On December 17, 2006, the special committee met by telephone. The special committee discussed the sponsors proposal on the major open
items and certain possible compromises. The special committee provided instructions to UBS and Kaye Scholer on how to proceed on such
matters. UBS reviewed with the special committee its financial analysis of the $90.00 per share merger consideration from a financial point of
view, without rendering any opinion.

On December 17, and 18, 2006, representatives of the Company, UBS, Kaye Scholer and Latham met with representatives of the sponsors,
Cleary and Wachtell in New York City to negotiate and finalize the terms of the merger agreement and related documents.

During the late afternoon of December 18, 2006, Company B submitted a revised proposal to UBS to increase the cash consideration per share
payable to the Company s stockholders by up to $2.13 per share in the event of future excess insurance recoveries by the Company above a
specified level, but otherwise maintaining the same fixed exchange ratio of shares of Company B common stock issuable for each share of our
common stock. The Company B revised proposal stated that the aggregate value to the Company s stockholders in the revised proposal could be
as high as $89.95 per share based on the full recovery of excess insurance proceeds at the current market price of the Company B common stock
(which had increased after the date of the original offer). The supplemental proposal also included an unspecified ticking fee commencing 11
months after signing. By its terms, the supplemental proposal provided that it would automatically expire as of 9:00 am Eastern Standard Time
on December 19, 2006.

On December 19, 2006, subsequent discussions ensued between a representative of UBS and Mr. Martin with the Company B CEO and between
a representative of UBS and Company B s financial advisor in which Company B broached the possibility of further increasing the cash portion
of the consideration by up to $200 million (or approximately $1.03 per share) to the extent the Company were able to cut planned capital
expenditures in 2007 by such amount.

The special committee met by telephone on December 19, 2006. A representative of UBS and Mr. Martin updated the special committee on the
December 18, 2006 letter from Company B and the subsequent discussions with representatives of Company B. A representative of UBS
reported to the special committee that Company B s financial advisor had indicated to UBS that if the benefit of certain excess insurance
proceeds and capital expenditure reductions were achieved, without any decline in Company B s stock price, this could result in a purchase price
slightly in excess of $90.00 per share. The representative of UBS advised the special committee that (1) UBS believed that Company B s
assumptions, as discussed with Company B s financial advisor, with respect to the estimated amount of realizable insurance proceeds reflected a
significantly greater amount of proceeds than the amount the Company anticipated it would receive, and (2) UBS noted the Company s
stockholders would receive approximately one-half of the benefit of any proceeds under Company B s initial proposal. Such representative
further noted that any positive adjustments to the $71.00 per share cash portion of the offer could not be assured and any decline in Company B s
stock price (which price had increased following press reports that the Company was being sold to the sponsors as opposed to Company B)
would result in a further decrease in the proposed Company B per share purchase price. After deliberation, the special committee determined to
continue to move forward with the sponsors offer, in light of the absence of a binding supplemental offer from Company B, the uncertain price
level and contingent value of certain elements of Company B s revised proposal (which could ultimately represent substantially less than $90.00
per share), the fact that any deal with Company B would still need completion of negotiations which would likely take a not insignificant amount
of time, and the desire not to jeopardize a fully negotiated deal with the sponsors, whose proposal was set to expire on December 22, 2006. A
representative of Kaye Scholer then reviewed the resolution of the principal open issues in the merger agreement with the sponsors and the terms
generally of the merger agreement and related documents. Members of the Company s senior management, including Messrs. Loveman and
Atwood, and representatives of Latham, the Company s outside counsel, joined the meeting. After a brief update for the benefit of management
of the recent developments with Company B, UBS rendered its oral opinion to the special committee, which opinion was subsequently
confirmed in writing, to the effect that as of
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the date of such opinion, based upon its analysis and subject to customary assumptions and disclaimers, the Base Merger Consideration to be
received by the holders of our common stock (other than affiliates of or holders of beneficial interests in Parent to the extent, if any, they are
holders of our common stock) in the merger was fair, from a financial point of view, to such holders.

Representatives of PISC then joined the meeting. The representatives of PJSC discussed with the special committee PJSC s qualifications,
experience and independence with respect to the proposed transaction and reviewed with the special committee PJSC s analyses of the proposed
merger. PJSC also rendered its oral opinion to the special committee, which opinion was subsequently confirmed by delivery of a written
opinion, to the effect that, based upon and subject to various assumptions made, matters considered and limitations set forth in such opinion, as
of December 19, 2006, the Base Merger Consideration proposed to be received by the holders of our common stock in connection with the
merger was fair from a financial point of view to the holders of the our common stock.

Upon inquiry from the special committee, Mr. Loveman, on behalf of the Company management, advised the special committee that
management was in favor of the transaction with the sponsors. The Company s senior management and Latham then left the meeting.

After considering the terms of the proposed merger agreement with the sponsors and other related transaction documents and the various
presentations of financial and legal advisors and the Company s management, the special committee unanimously resolved that the proposed
merger with the sponsors was advisable and in the best interest of the Company and its stockholders, that it was advisable and in the best interest
of the Company and its stockholders to enter into the merger agreement with the sponsors and the transactions contemplated thereby and
recommended that the board of directors approve and declare advisable such transactions and agreements and recommend adoption by the
Company s stockholders of such merger agreement. Upon motion by the members of the special committee other than the Co-Chairmen, the
special committee (other than the Co-Chairmen who recused themselves) determined to direct the Company to pay to each of the Co-Chairmen
an additional $50,000 in light of the hard work and large number of additional meetings and activities conducted by the Co-Chairmen between
special committee meetings on behalf of the Company s stockholders.

The board of directors met immediately after conclusion of the special committee meeting. The Co-Chairmen reported that the special

committee had unanimously determined that the proposed merger with the sponsors was advisable and in the best interest of the Company and

its stockholders and recommended that the board of directors approve and declare advisable such transactions and agreements and recommend
adoption by the Company s stockholders of such merger agreement. After considering the proposed terms of the proposed merger agreement with
the sponsors and other related transaction documents and the various presentations of financial and legal advisors and the Company s
management, the board of directors unanimously approved and declared advisable and in the best interests of the Company and its stockholders
the merger agreement with the sponsors and the transactions contemplated thereby, and recommended that the stockholders of the Company vote
for the adoption of such merger agreement.

On December 19, 2006, the Company, Parent, Merger Sub and the Equity Investors, as applicable, executed the merger agreement and ancillary
agreements and the Company issued a press release announcing the merger agreement.

During the period from December 20, 2006 through and including January 13, 2007, under the supervision of the special committee,
representatives of UBS contacted parties that they believed, based on size and business interests, would be capable of, and might be interested in,
consummating an acquisition of the Company. During this period, UBS contacted or was contacted by 28 parties. As of the end of the go-shop
period, no party submitted a proposal to pursue a transaction involving the Company.
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The special committee, with the advice and assistance of its independent legal and financial advisors, evaluated and negotiated the sponsors
merger proposal, including the terms and conditions of the merger agreement, in approximately 20 special committee meetings attended in each
case by almost all of the members of the special committee. The special committee unanimously determined that the proposed merger with
Merger Sub was advisable and in the best interest of the Company and its stockholders, that it was advisable and in the best interest of the
Company and its stockholders to enter into the merger agreement with Parent and Merger Sub and to consummate the transactions contemplated
thereby and recommended that the board of directors approve and declare advisable such transactions and agreements and recommend adoption
by the Company s stockholders of such merger agreement.

In the course of its deliberations, the special committee considered the following substantive factors and potential benefits of the merger, which
the special committee believed supported a decision to proceed with the merger agreement with Parent and Merger Sub:

its belief that the merger was more favorable to stockholders than the alternative of remaining a stand-alone independent company,
because of the uncertain returns to such stockholders if the Company remained independent (taking into account, in particular,
management s financial projections (after giving effect to estimated potential cost savings) of the future financial performance and
earnings of the Company); recent trends, as discussed with management and the special committee s financial advisor, as well as the
risks involved in achieving those returns, the nature of the industry in which the Company competes, and general industry, economic,
market and regulatory conditions, both on an historical and on a prospective basis;

its belief that the merger was more favorable to the Company s stockholders than the potential value that might result from other
alternatives available to the Company, including continuing to operate the Company in the ordinary course of business and the
alternatives of pursuing other strategic initiatives including one or more different models for a leveraged recapitalization, such as a
sponsored recapitalization and a leveraged recapitalization followed by a marketing of the Company for sale, a reorganization of the
Company into separate operating and property owning companies referred to as PropCo/OpCo or into separate entities based on the
Company s several gaming brands, or the sale of certain assets or a strategic transaction with Company B, in each case given the
potential rewards, risks and uncertainties associated with those alternatives, as reviewed with the special committee s independent
financial and legal advisors;

the fact that the original proposal by the sponsors was publicly announced by the Company on October 2, 2006, more than 2-1/2
months prior to the proposed date of execution and delivery of the merger agreement, which provided more than sufficient time for
the special committee to explore the Company s strategic alternatives and for any such alternatives to be proposed by third parties;

the special committee s belief that $90.00 per share was at the high end of the range that could be achieved in a leveraged buyout
transaction involving the Company, as reviewed by UBS with the special committee in connection with its financial analysis;

the Company s need for ongoing substantial capital expenditures and the shortfall in the Company s performance compared to initial
internal projections during the last half of 2006 due to the softness in the Atlantic City market, which the special committee believed
could depress the Company s stock price, at least in the short to medium term, absent a transaction and the fact that while
improvements in the Company s operating performance could yield improved operating results the achievement of such
improvements was uncertain and, in the case of capital expenditures, constituted a long-term proposition and would be subject in any
event to significant execution risk;
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the current and historical market prices of our common stock, including the market price of our common stock relative to those of
other industry participants and general market indices, the fact that the Base Merger Consideration per share represented a premium
of approximately 35.5% to the closing share price on the last trading day prior to the Company s disclosure of the initial offer from
the sponsors, more than a 40% premium over the average closing share price during the month prior to such disclosure and an
approximate 11.1% premium to the $81.00 offer originally proposed by the sponsors;

the information contained in the financial presentation of UBS, including the opinion of UBS that, as of the date of its opinion, the
Base Merger Consideration to be received by the holders of our common stock (other than affiliates of or holders of beneficial
interests in Parent to the extent, if any, they are holders of our common stock) in the merger was fair, from a financial point of view,
to such holders, as more fully described below under  Opinions of Financial Advisors Opinion of UBS Securities LLC;

the financial analyses presented by PJSC to the special committee and PJSC s oral opinion rendered to the special committee, which
opinion was subsequently confirmed by delivery of written opinion, to the effect that based upon and subject to various assumptions
made, matters considered and limitations set forth in such opinion, as of December 19, 2006, the Base Merger Consideration
proposed to be received by the holders of our common stock in connection with the merger was fair, from a financial point of view,

to such holders, as more fully described below under  Opinions of Financial Advisors Opinion of Peter J. Solomon Company, L.P.;

the fact that the merger agreement was negotiated on behalf of the Company by the special committee and its