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As the current President of RIMS, I am pleased that the
Association of Risk Management of Japan (ARM-J) has invited

me to join you today.

Enterprise risk management (ERM) is an approach to managing
risks across the entire enterprise. It brings together managers on
all levels and encourages them to work together as a single risk
team. We have undertaken this task at Caesar's Entertainment.

Today, I would like to share our experiences and lessons learned.

Before I begin, I must do some risk management for my
employer. This presentation contains "forward-looking
statements" within the meaning of U.S. federal securities law,
including statements concerning business strategies and their
intended results, and similar statements concerning anticipated
future events and expectations that are not historical facts. The
forward-looking statements in this presentation are subject to
numerous risks and uncertainties, which could cause actual results
to differ materially from those expressed in or implied by the
statements herein. Additional information concerning potential
factors that could affect the company's future financial results is

included in the company's Annual Report on Form 10-K.

Please allow me to tell you something about Caesars
Entertainment. We are the world's largest gaming company. We
have operations in the United States. Other operations are in

Canada, Uruguay, South Africa, and Australia. We also operate the
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gaming operations on three cruise ships. The company continually

protects its number one position in these and other markets.

Caesar's Entertainment has almost $5 billion in revenues,
300,000 square meters of gaming space, 17 major resorts, and
30,000 hotel rooms. With millions of customers each year, we

have major exposures to property, people, and earnings.

Our risk management program begins with the board of directors
and senior management. In an ERM framework, it focuses on the
following objectives:

® Financial Goals.

® Growth in Existing Markets.

® Diversification into New Markets.

® Brand Protection.

® Regulatory Compliance.

Caesars brand-name properties are well respected around the
world. We are talking about Hilton, Bally's, Caesar's, Flamingo,
Grand Casino, and other well known names. On the upside, a risk
management goal is to expand brand recognition. On the

downside, we work hard to avoid adverse publicity of any kind.

Many major risks are limited because gaming operations are
heavily regulated by gaming authorities in all its jurisdictions.
We have an extensive program to ensure that the company meets
all of its regulatory compliance responsibilities in every state and
country. We also comply with expected standards of the overall
global gaming industry. Finally, we make a commitment to
undertake responsible gaming to build support in the local

communities where we have operations.

ERM covers current and future risks. Thus, our program explores
possible future risks in all markets. We are exploring new
opportunities in the United States. Outside the United States, we
are examining exposures if we set up operations in the United
Kingdom, Japan, Thailand, and Taiwan. In addition to profit

possibilities, we assess risks in each potential market.

Caesar's pays special attention to its investors. The company
trades on the New York Stock Exchange and is regulated by

investment laws, including those administered by the Securities



HRRE

ENZENDOWRHIBIT BRI 2 7 Z5HliT 2 DT,

V=P 2B RIS L CHFNoEER2 - T FE
Fo BHd= 2 — I —ZEEHNG N B LT Y. GERIG
ZHEOEM 2 GLHREMEOBHIH O TIZH ) £5. €oT
WEROWFHIEHT 5 &) BELZF->TwEd, 2H L
BhHo—4me LT, b, $y—xXUY X -+ 72—k
(Sarbanes-Oxley) Z&Tef L WEFRHH 2 5245128 5F LT
WEg,

== 2t TIE WERDLBETHD, TN
5 &) el T Ta—F 2 ) AhTwEd, ZH L7z
WHEEFOV LD L LT, EROHFFDH Y T3, A-biddE
B REN MR ZBRL 9. —HY4 ) ALt (EPS) TH7z
Yty 2001412132048 v, 20024F1212053 FV a3 L £
L7z0 F72. 20034EMDEPSI3050 FVEi#R L FHIS TV E
¥o BHOVEODHEEZ, BRSO TIA EFIZED
WmEP Ay AR-Ux—ZFEL, BT 52 & T,

B2 HIZERMERIZIZ BT 5 [A] O#El 2L ThEd,
BIZAE, WHY A7 163 5 BERENE. o ARER
CFO (kB L3 2R 5 2 & T, BlE, UtHTid,
Harry C. Hagerty ’CFO 200 TV E 3, fkid, 7+ — Vi
DIKTFRFETITEMIC DIz o T B PATEG OB
ZUHETENL TV E T, ESIEITIE. WL ODDOFHHRD
240 BB T SN =L LTOREBRDH D T3, MiEY
HOPRIN) 27 F— LOEIR A N=HDTY,

EPSI3fiae DY A7 IZ X > TEHT LD DT, Bizbidi
FEMPORME L) AT XA DAY VTR 120D Ta s 5
AEFLTVET, FUTLD, BAbITER, DIFo) 22
WOV TOEREIT > TVE T,

O AR T4 O 2AL
® Lifit%H

O LA T O T

© L ZIR I

M7ebidE7z, Wiy = 7TRAOBBICHEIT L TW 5 Lw

IEEFTHMLTVIET, 20X AU AZIE. HEICBIT

D F9. KEDO—BIE LT, FfEdLINIFFT SN T 2ho
7eHIRIZ BT, LIX LIRS AR 2 B L TR A

8| UADRIIUTODMAY 2004 March

and Exchange Commission. The company has a goal to meet
investor expectations. As part of this effort, we comply fully with

new federal legislation, including Sarbanes-Oxley.

Caesar's employs a proactive approach to attract and maintain
capital from investors. One of the components of this activity is
to protect investors is to protect operating performance. We seek
stable profits from year to year. Measured in terms of earnings
per share, we had $.48 in 2001 and $.53 in 2002. Our 2003 EPS
is estimated to be in the range of $.50. One goal is to identify and
mitigate exposures that would not allow us to increase revenues

and profits over time.

We recognize the role of our people in an ERM strategy. As an
example, a core requirement for managing financial risks is to
employ a strong and knowledgeable chief financial officer.
Presently, Harry C. Hagerty is chief financial officer. He brings
to us 17 years of experience in investment banking with major
Wall Street firms. He has served as senior financial adviser of
several technology companies. He is an important member of our

central risk team.

Earnings per share fluctuate in response to many risks. We have
programs to create the existence of stable and high-quality
operations. Therefore, we constantly monitor risks such as:

® Changes in economic & market conditions.

® Debt service obligations.

@ Disruptions in air travel.

® Regulatory requirements.

We also recognize the fact that the company faces threats that
could reduce its market share in current markets. The gaming
industry has a number of strong competitors who aggressively
pursue new markets. Those risks are addressed depending upon
our strength and desires in those markets. We also experience
competition in gaming operations from new parties. An example
in the United States involves Native Americans who often
establish competing operations in areas where none were
previously allowed. A risk management goal is to recognize the

impact of such activities.

The breadth of operational risks can be seen in areas where the
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company seeks to add capacity. Part of the process is to build

relationships with customers and partners. Another part is to seek

innovative approaches to attract business. At Caesar's, we focus

on risks from areas such as:

® Rooms. They must meet the high standards of our brand
name properties.

® Food and beverage. Our restaurants and catering
operations are becoming world class.

® Entertainment. We want to be recognized as being
distinctive. One example is a long-term agreement with
Celine Dion at Caesar's in Las Vegas.

® Retail. Shops and shopping in facilities. These create a
positive higher end shopping image as they also bring in

revenues.

I already mentioned expansion into new locations. In addition to
profit opportunities, these expansions pose new regulatory and
other risks. Examples in our risk management plans are:

® Favoritism toward local businesses.

@ Entry barriers to gaming operations.

® Absence of long-term relationships to smooth processes.

® Construction and other delays.

To deal with these exposures, the company approaches

diversification opportunities using risk management tools such as:

@ Investigation. A thorough researching of local conditions
and opportunities.

® Financing. A careful and conservative structuring of
financial arrangements.

® Timetables. Mecting government and our own time

frames to meet market expectations and limit delays.

As we enter new markets, we know in advance that the highly
visible hospitality industry faces risks that attract publicity.
Certainly, the media provides extensive coverage to negative
events in the industry. To deal with this exposure, we have
significant controls to protect the company's image and brand
name. Examples are:
® Operating Misbehavior. We carefully screen people
before hiring them. We train and monitor all behavior at
our properties. The company has controls to ensure

proper behavior and reporting.
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® Incidents. Fire or accidents can cause the appearance of
unsafe operations. We have major safety programs.

® Lawsuits. Those that can harm our brand and image, we
mitigate or prevent those situations that can produce
legal challenges.

® Financial Reporting. Operating errors can be mistaken
for dishonesty. We have strong systems for accounting for
our operations. We address risk exposures and provide

transparency in government filings and other documents.

In all operations, the company faces regulatory compliance risks.

We include the following in our ERM approach:

®Gaming Regulators. To ensure honest and fair
operations.

® Tax Authorities. To ensure compliance with the tax laws.

® Law Enforcement. To deny opportunities for criminal

behavior or money laundering.

Our efforts in reducing our exposures are sometimes visible and
sometimes they are not visible to the public. All of our efforts are
wrapped in integrity goals. These include ensuring honest and
fair operations and compliance with the tax laws. We take strong
steps to limit criminal behavior or money laundering. We work
cooperatively with gaming authorities and law enforcement

personnel when wrongdoing is suspected.

As a result of our efforts, we approach the future of risk in
gaming with confidence. Enterprise risk management has change
the way we view risk. It encourages all of our employees and our

vendors to manage risk in new and exciting ways.

In conclusion, on behalf of myself and the Risk and Insurance
Management Society, I extend thanks to my hosts for allowing
me the opportunity to be here. I look forward to the joint goal of
sharing ideas to enhance risk management in Japan and

throughout the world.





