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USE OF CERTAIN DEFINITIONS

Asused in this Report, unless otherwise indicated, all references to:

“AAMS’ are to the Amministrazione Autonoma dei Monopoli di Sato, the Italian betting and gaming
authority;

“Argentine peso” or “AR$” are to the lawful currency of the Republic of Argenting;

“AWP machines’ or “AWPS’ are to amusement with prize machines, which pay out cash prizes as a
percentage of total wagers over a pre-determined cycle of games, and are permitted in Spain (as“ Type-
B machines’) and in Italy (as “Comma 6” or “Comma 6A” machines) to be placed in bars, cafés,
arcades and bingo halls;

“Brazilian reais’ areto the lawful currency of Brazil;

“Caliente Holdcos” are to Grupo Caliente, SA.P.I. de C.V., Jomaharho, SA.P.I. de C.V. and Grupo
Inverjuego, S.AA.P.I. de C.V., each a holding company of certain of the Legacy Caliente companies,

“Caliente Restructuring” are to a restructuring agreement with Grupo Caliente, which closed on
March 31, 2011, pursuant to which we acquired a mgjority stake in the Joint Opcos,

“CdC” are to the Italian Corte dei Conti, a constitutional body in Italy charged with supervising and
auditing the management and accounts of the public administration (including the exercise of certain
jurisdictional activities relating thereto);

“CIE” areto Corporacion Interamericana de Entretenimiento, S A.B. deC.V,;
“Codere América’ areto Codere América, SA.U.;

“Codere Group”, “Group” or “Codere” areto Codere, S.A. and its subsidiaries; “we’, “us’ or “our” are
also to Codere, S.A. and its subsidiaries unless the context otherwise requires such reference to be to
Codere, SA. or to the Issuer;

“Codere Network” are to Rete Franco, S.p.A. which we acquired from Franco Distribucion, S.A. on
April 28, 2006 and renamed “ Codere Network S.p.A.” on September 7, 2006;

“COFECQO" areto the Comision Federal de Competencia, the Mexican competition authority;
“Colombian peso” or “COP$” are to the lawful currency of Colombig;

“Consolidated Financial Statements’ are to the audited consolidated annual accounts of Codere, SA.
and its subsidiaries as of and for the year ended December 31, 2011 including comparative financial
information for the year ended December 31, 2010, prepared in accordance with IFRS and included in
this Report;

“Dollar Notes” are to U.S.$300,000,000 aggregate principal amount of 9.250% senior notes due 2019
issued by Codere Finance (Luxembourg) S.A. on February 8, 2012;

“dollars’, “U.S. dollars’, “U.S.$" or “$" are to the lawful currency of the United States of America;

“EBITDA” (earnings before interest, tax, depreciation and amortization) are to operating profit plus
depreciation and amortization plus variation in provisions for trade transactions plus impairment losses
less gains or losses on asset disposals or acquisitions;

“EBT” areto Electronic Bingo Terminals, which are similar to U.S. Class || machines;



“EU” or “European Union” are to the European Union as constituted on April 30, 2004, specifically
comprising the countries of Austria, Belgium, Denmark, France, Finland, Germany, Greece, Ireland,
Italy, Luxemburg, the Netherlands, Portugal, Spain, Sweden and the United Kingdom, but not
including any country which becomes a member of the European Union after April 30, 2004;

“euro” or “€” areto the lawful currency of the Member States of the European Monetary Union;

“free cash flow” areto EBITDA less net financia income (loss) excluding exchange gains (losses) less
corporate income tax and less total capital expenditures;

“gaming halls” are to venues, including bingo halls with machines, casinos, machine halls at racetracks
and stand-alone machine halls that have a number of different gaming devices offering various types of
games, the number of which varies from country to country;

“gaming machines’ are to traditional reel spinning slots, machines with video screens and progressive
jackpot machines, which include the Type-B machines operated in Spain, the Comma 6, Comma 6A
and VLTs operated in Italy, the EBTs operated in Mexico and Spain and the slot machines operated in
Argentina, Mexico, Panama, Colombia and Uruguay, which are similar to U.S. Class |11 Machines or
electronic gaming machines that are specifically defined under U.S. federal law as Class |11 gambling
devicesand are typically permitted in U.S. casinos;

“Grupo Cdliente” are to Jorge Hank Rohn and the Mexican companies engaged in the gaming
business, including Turistica Akalli, SA. de C.V. and Hipodromo de Agua Caliente, SA. de C.V., in
which Jorge Hank Rohn, directly or indirectly, holds a controlling interest;

“Guarantees’ are to any guarantee of the Issuer’s obligations under the Indenture and the Notes by any
Guarantor;

“Guarantors’ are to the Parent Guarantor and the Subsidiary Guarantors, collectively;
“IASB” areto the International Accounting Standards Board,;
“ICELA" areto Impulsorade Centros de Entretenimiento de Las Américas, SA.P.l.deC.V.;

“ICELA Acquisition” are to the acquisition of 35.8% of the outstanding ordinary shares of ICELA by
Codere, SA. (through its wholly owned subsidiary Codere México, S.A. de C.V.) pursuant to the
ICELA Acquisition Agreement;

“ICELA Acquisition Agreement” are to the sale and purchase agreement dated January 25, 2012
between Codere, S.A., Codere México, SA. de C.V., CIE, ICELA and Administradora Mexicana de
Hipddromo, S.A. de C.V. pursuant to which Codere, S.A. (through its wholly owned subsidiary Codere
México, S.A. de C.V.) purchased 35.8% of the outstanding ordinary shares of ICELA;

“IFRS’ are to International Financial Reporting Standards (formerly known as “International
Accounting Standards’, or “IAS") as endorsed by the European Union;

“Indenture” are to the indenture governing the Notes dated June 24, 2005, as supplemented on
February 10, 2006, February 27, 2006, May 17, 2007, July 17, 2007, April 24, 2009, June 25, 2009,
March 22, 2011, December 21, 2011 and January 18, 2012, as further supplemented or amended from
time to time, among the Issuer, the Guarantors, Deutsche Trustee Company Limited, as trustee, and the
other parties listed therein;

“IPLyC" are to the Instituto Provincial de Loteria y Casinos de la Provincia de Buenos Aires, the
gaming regulator of the Province of Buenos Aires;

“IPO” areto theinitia public offering of 10,780,469 shares of Codere, S.A. on October 19, 2007;



“Joint Holdcos” are to Grupo Caliente, S A.P.l. de C.V. and Jomaharho, SA.P.l.deC.V.;

“Joint Opcos’ are to Operadora Cantabria, S.A. de C.V., Libros Foraneos, S.A. de C.V. and Operadora
de Espectaculos Deportivos, S.A. de C.V., the licensees indirectly purchased from Grupo Caliente and
othersin March 2011;

“Legacy Caliente” areto the Caliente Holdcos, the Joint Opcos, Promojuegos and Mio Games,
“Mexican peso” or “Mex. Ps.” areto the lawful currency of Mexico;
“Mio Games’ areto Mio GamesS.A.deC.V;

“Net win” is to amounts wagered minus prizes paid in the gaming products which we offer (machines,
bingo, sports betting and betting on horse races);

“Notes” are to the €760,000,000 aggregate principal amount of 8Y/,% senior notes due 2015 issued by
Codere Finance (Luxembourg) S.A. on June 24, 2005, April 19, 2006, November 7, 2006 and July 29,
2010 under the Indenture;

“Operating Cash Flow” areto EBITDA less net interest and taxes from the income statement;

“Panamanian balboa’ are to the lawful currency of Panama, which are equivalent in value to the U.S.
dollar;

“Parent Guarantor” or “Codere, S.A.” areto Codere, S.A., the parent company of the Codere Group;
“Promojuegos’ are to Promojuegos de México, SA.deC.V;

“Senior Credit Facility” are to (i) a €60.0 million senior revolving credit facility, (ii) a €27.5 million
letter of credit facility and (iii) a €40.0 million surety bond facility (provided that the maximum
amount that can be drawn at any time under the letter of credit facility and the surety bond facility is
€60.0 million) pursuant to a senior facilities agreement, dated October 19, 2007, as amended and
restated and as further amended from time to time, among, Codere, S.A. and certain of its subsidiaries
as subsidiary guarantors, and Barclays Bank PLC, as agent, Barclays Capital, Credit Suisse
International and Banco Bilbao Vizcaya Argentaria, SA. as mandated lead arrangers, Houston
Casualty Company Europe, Seguros y Reaseguros, S.AA.U., as surety bond provider, and Deutsche
Trust Company Limited, as security trustee;

“dot machines’ are to gaming devices into which a player inserts a form of currency and, based on a
set of probability variables, the player either loses the wager or is awarded a prize;

“TAR Lazio” are to the Lazio Regional Administrative Court;

“VLT machines’” or “VLTS" are to video lottery terminals, which are prize machines that pay out cash
prizes as a percentage of total wagers over a random statistical process, and are permitted in Italy (as
Comma 6B machines) to be placed only in gaming halls, bingo halls and betting shops. The main
difference between VLT machines and AWP machines is that the VLT machines are connected to a
central system that provides the machine with a winning number based on a lottery system that makes
the machine more random, while AWP machines are stand-alone machines that give prizes depending
on apre-determined cycle of games; and

“William Hill” are to William Hill plc.



PRESENTATION OF FINANCIAL AND OTHER DATA

Unless otherwise indicated, historical financial information in this Report has been prepared in accordance
with IFRS. IFRS differs in certain significant respects from U.S. GAAP. Any discrepancies in any table between
totals and the sums of the amounts listed are due to rounding.

Except as otherwise indicated, the financial information and financial statementsincluded in this Report are
presented in euro. The euro isthe common legal currency of the Member States participating in the third stage of the
European Economic and Monetary Union, including Spain.

We define “EBITDA” as operating profit plus depreciation and amortization plus variation in provisions
for trade transactions plus impairment losses less the gains or l0sses on asset disposals or acquisitions. EBITDA and
EBITDA margin (which we calculate as EBITDA divided by operating revenue) presented in this Report are
supplemental measures of our performance and liquidity that are not required by, or presented in accordance with,
IFRS. Furthermore, EBITDA and EBITDA margin should not be considered in isolation and are not measurements
of our financial performance or liquidity under IFRS and should not be considered as an aternative to profit or loss
for the period or any other performance measures derived in accordance with IFRS or as an aternative to cash flow
from operating, investing or financing activities as a measure of our liquidity as derived in accordance with IFRS.
These non-GAAP financial measures do not necessarily indicate whether cash flow will be sufficient or available for
cash requirements and may not be indicative of our results of operations. In addition, such measures as we define
them may not be comparable to other similarly titled measures used by other companies.

Unless otherwise indicated, references to the amount of total debt outstanding as of any particular date in
this Report are references to the amount of such debt recorded on our consolidated balance sheet. Such amount will
be less than the nominal amount of our consolidated debt prior to the maturity date because, under IFRS,
consolidated long-term debt on the balance sheet is recorded at amortized cost, using the effective interest rate
method.



FORWARD LOOKING STATEMENTS

This Report includes forward looking statements that reflect our intentions, beliefs or current expectations
and projections about our future results of operations, financial condition, liquidity, operating performance for 2012
and thereafter, prospects, anticipated growth, strategies, opportunities and the industry in which we operate. Forward
looking statements involve all matters that are not historical fact. Forward looking statements may be found in
sections of this Report entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations’, “Business’ and elsewhere.

These forward looking statements are subject to risks, uncertainties and assumptions and other factors that
could cause our actual results of operations, financial condition, liquidity, performance, prospects or opportunities,
aswell asthose of the markets we serve or intend to serve, to differ materially from those expressed in, or suggested
by, these forward looking statements. Factors that could cause or contribute to such differences include, without
limitation, those discussed in the section entitled “Business’ and elsewhere in this Report. You should not place
undue reliance on such forward looking statements, which speak only as of the date of this Report. We expressly
disclaim any obligation or undertaking to release publicly any updates or revisions to any forward looking statement
contained in this Report which may be made to reflect events or circumstances after the date of this Report,
including, without limitation, changes in our business or acquisition strategy or planned capital expenditures, or to
reflect the occurrence of unanticipated events except as required by law.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA
Our Selected Consolidated Financial | nformation and Other Data

The selected audited consolidated financia information as of and for the years ended December 31, 2010 and
2011 presented below has been derived from our audited consolidated financial statements as of and for the years
ended December 31, 2010 and 2011. The audited consolidated financial statements as of and for the years ended
December 31, 2010 and 2011 have been prepared in accordance with IFRS and audited by PricewaterhouseCoopers
Auditores, S.L., our independent auditors.

Year ended
December 31,

2010 2011
(audited)
(€in millions)

Income statement data:

(@ 01C = 1 pTo [ (== 101 P 1,126.5 1,3744
Operating expenses:
Consumption and other external EXPENSES .......cccvvvvererereeeere e 74.8 63.3
PErSONNEl EXPENSES.......eivictiieeceeeeere et st e e et sr e e e e e sr e e st sreene e e eneeneenes 204.4 261.9
(D= o1 ol o] o OSSPSR 72.7 87.4
Amortization of iNtaNgibIe 8SSELS........coerirer e 27.1 38.2
Variation in provisions for trade tranSactions...........c.covvereerereenenesees s 1.0 (2.1)
IMPEITMENE TOSS.....ceeitiecierte et - 41
Other operating expenses: 606.2 759.5
GamiNg aNd OtNEY TAXES. ......ceueeeeiereirie ettt sb e se b e 357.5 429.9
MBCHINE FENLEI COSES.....uiiveuieierieieie ettt sttt st 115 443
L@ 1 07 SO SPST PSRN 237.2 285.3
Total OPErating EXPENSES. ....covieeeirtiieierieeeie sttt bbb 986.2 1,212.3
Gains (losses) on asset disposals Or aCUISITIONS......cc.veeieeeereeeereerese e 35 (1.9
OPEALING PrOTIT ...ttt bbbttt b e 143.8 160.7
Financial items:
FiNANCIAl EXPENSES.....c.eiieiitiiie ittt ettt se et bbbt ae e e e 78.0 86.5
FiNANCIAl INCOME ..ot ettt be bt 8.7 16.9
Exchange gains (I0SSES), NEL........covvieiiireire e 1.0 31
Profit before tax of continuing aCtiVitieS..........ccccveveiiniiie e 75.5 94.2
COrPOrate INCOME tBX ... eveveeeeeeeeeieeeseesteseestesseeseeeeseeeeseessessessessaeeesessessessessessesseesennsenses 454 58.4
Profit after tax of continUING 8CLIVITIES .....cc.eovie e 30.1 35.8
Net income (10ss) of discontinued 0perations'™?............ccc.ceuireeeeeeeeeesseseeesesseeeeeseee e 1.3 -
Consolidated NEL INCOIME .......coueiiiieie ettt b e b e sbe b e sae e e nean 314 35.8
NON-CONFONHING INEEMESES ......eveveeiie ettt sttt 21 (16.4)
Net income (loss) attributable to owners of the parent...........cccvvvevireivinenesesene 29.3 52.2



Year ended
December 31,

2010 2011

(audited)
(€in millions)

Balance sheet data:

Cash and Cash EQUIVAIENIS? ...............ovueeeeceeeeeeeeeseeeee e ees e s ssesssee s ssenssessnees 90.6 135.7
WOrKIinG CaPItA ..ottt snsnnean (152.2) (178.1)
TOE SSEIS™ ...eooeeereese ettt 1,443.3 1,565.5
TOE BB ...ttt 850.0 867.0
Equity attributable to owners of the parent..........cccoovveirenci s 106.4 1155
NON-CONTONTING INEEIESIS® ...t eee e enee 38.8 51.2
Year ended
December 31,
2010 2011
(audited)
(€in millions)
Cash flow data:
Net cash flow provided by operating actiVities...........ccvireerineirinereeree s 199.4 232.3
Net cash flow used in iNVEStiNG 8CHIVITIES. ........ccerieiieere e (141.3) (118.7)
Net cash flow provided by finanCing aCtiVities...........cooeeereerieiee e (62.9) (66.0)
Net inCrease (AECrEase) iN CaSN.......cvvicirieree e 0.4 45.1
Year ended
December 31,
2010 2011

(€in millions)

Other financial data:
EBITDA® oo e e eee e ee e et en e e e en e e e ee e e e en e eseenen 241.1 289.7

@
@
©)

4
®)

(6)

The amount recorded in 2010 reflects a partial reversal of the provision recorded at the time of sale of the Italian direct AWP operations in
the three months ended March 31, 2008, due to actual expensesincurred in relation to such sale being lower than those originally estimated.
Cash and cash equivalents consists of cash at banks, cash on hand and short-term deposits with an origina maturity of three months or less,
which are not subject to significant fluctuations.

We define working capital as current assets (excluding cash and cash equivalents) less current liabilities (excluding payables to credit
entities and bonds and other marketable securities).

We define total debt as non-current and current issued senior notes, plus non-current and current debt to credit entities.

The balance as at December 31, 2010 was restated as a result of the application of the definite accounting treatment for businesses acquired
in 2010.

We define EBITDA as operating profit plus depreciation and amortization plus variation in provisions for trade transactions plus
impairment losses less gains or losses on asset disposals or acquisitions. EBITDA is not a measurement required by, or presented in
accordance with, IFRS. EBITDA should not be considered in isolation and is not a measurement of our financial performance or liquidity
under IFRS and should not be considered as an alternative to operating profit or loss for the period or any other performance measures
derived in accordance with IFRS or as an aternative to cash flow from operating, investing or financing activities as a measure of our
liquidity as derived in accordance with IFRS. EBITDA does not necessarily indicate whether cash flow will be sufficient or available for
cash requirements and may not be indicative of our results of operations. In addition, EBITDA as we define it may not be comparable to
other similarly titled measures used by other companies.



The reconciliation of EBITDA to operating profit is as follows:

Year ended December 31,

2010 2011
(unaudited)
(€in millions)
1 I OSSOSO 241.1 289.7
- Depreciation and amortiZaLION .........c.ccevereieiese e e e 99.8 125.6
- Variation in provisionsfor trade transaCtions ..........ccccceveveeeveceeeeceeeeseeses e s 1.0 2.1
1010 = T 1= =S - 41
+ Gains (losses) on asset disposals OF aCQUISITIONS........vveirerieeseneee e 35 (1.4
(@] 01= = 1110 [ oL (o] 1 (PSP 143.8 160.7



MANAGEMENT’SDISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the information set forth in “ Selected Financial
Information and Other Data” and our Consolidated Financial Statements and accompanying notes included
elsewherein this Report.

The following discussion contains certain forward looking statements that involve risks and uncertainties. Our
future results could differ materially from those discussed below. Factors that could cause or contribute to such
differences include, without limitation, those discussed in the section entitled “ Business’ and elsewhere in this
Report.

Overview

We are aleading gaming company engaged in the management of gaming machines, machine halls, bingo
halls, horse racing tracks, casinos and sports betting locations in Latin America, Italy and Spain. As of December 31,
2011, we managed 57,000 gaming machines, 190 gaming halls (including machine halls, bingo halls with machines,
machine halls at racetracks and casinos), 798 sport betting locations and three horse racing tracks. In 2011, we
generated operating revenue of €1,374.4 million and EBITDA of €289.7 million.

In Argentina, we believe we are the largest operator of gaming halls with 14 gaming halls in which we
operated 5,279 slot machine seats in the Province of Buenos Aires as of December 31, 2011. In 2011, our business
in Argentina generated operating revenue of €553.2 million and EBITDA of €165.2 million.

In Mexico, through ICELA (until recently, our joint venture with CIE in which we now hold an 84.8%
stake, see “Business—Recent Developments—ICELA Acquisition Agreement”) and Legacy Cdliente, as of
December 31, 2011, we were the largest operator of gaming sites with 94 gaming halls in which we operated 19,571
dot machines. As of December 31, 2011, we also operated 83 sports betting locations, and, through ICELA, we
operated a 52 hectare gaming complex in Mexico City that included the Las Americas racetrack, an amusement park
and the largest convention center in Mexico. As of December 31, 2011, ICELA and Legacy Caliente held licensesto
build and operate an additional 29 gaming halls. In 2011, our business in Mexico generated operating revenue of
€291.5 million and EBITDA of €61.8 million.

In Italy, we believe we are the leading gaming hall operator with 14 gaming halls as of December 31, 2011
in which we operate VLT and AWP machines and offer bingo. We also operate AWP machines in non-specialized
locations, such as bars. As of December 31, 2011, we operated 5,138 AWPs, 962 VLTs and 5,950 bingo seats, and
11,155 gaming machines (which include the ones operated by us and by other operators) were connected to our
network in Italy. In 2011, our business in Italy generated operating revenue of €224.2 million and EBITDA of
€44.3 million.

In Spain, we believe we are the second largest operator of AWP machines with 14,677 machines located in
over 8,907 bars, restaurants, machine halls and one gaming hall as of December 31, 2011. The gaming hall we
operate is the Canoe gaming hall in Madrid, which features a bingo venue, AWPs and sports betting locations. In
total, we operated 600 sports betting locations in Spain as of December 31, 2011. In 2011, our business in Spain
generated operating revenue of €165.7 million and EBITDA of €19.6 million.

Our Other Operations, which generated operating revenue of €139.8 million and EBITDA of €26.5 million
in 2011, included (i) 12 gaming halls (including 11 casinos and a machine hall at the racetrack), one racetrack and
81 sports betting locations in Panama, (ii) 50 gaming halls, including three casinos, in Colombia, (iii) ajoint venture
in horse racing, five gaming halls and 27 sports betting locations in Uruguay and (iv) seven sports betting locations
in Brazil.



Presentation of Financial I nformation

The financia statements contained in this Report include our audited consolidated financia statements as of and
for the years ended December 31, 2011, including comparative financial information for the year ended
December 31, 2010 prepared in accordance with IFRS (the “ Consolidated Financial Statements”).

Segment Reporting

In the discussion below we review our results of operations on a consolidated basis and on the basis of our four
principal businesses. Argentina, Mexico, Italy and Spain. We also have operations in Colombia, Uruguay, Panama
and Brazil, which are of asmaller scale or ininitia stages of development. A limited discussion of these operations
has been included below under the heading Other Operations. From January 1, 2011, we began reporting the Spain
AWRP, Spain bingo business and sports betting business units, which we had previously reported as separate
segments, as a single reportable segment under Spain. See “Business—Factors Affecting the Comparability of Our
Results of Operations—Consolidation of the Spanish Businesses’. Internet gaming operations, which we are
developing in certain countries in which we operate, are included in the corresponding businesses.

In 2011, our four principal businesses comprised 40.3%, 21.2%, 16.3% and 12.1%, respectively, of our
consolidated operating revenue and 52.0%, 19.5%, 14.0% and 6.2%, respectively, of our consolidated EBITDA
(excluding, in each case, headquarters revenues and expenses). Our operations discussed under Other Operations
comprised 10.2% of our consolidated operating revenue and 8.3% of our consolidated EBITDA (excluding, in each
case, headquarters revenues and expenses) in 2011. The organization of our operations into our four principal
businesses reflects the manner in which our management evaluates the performance of our various businesses and,
on the basis of such information, makes financial and strategic decisions regarding our operations. We believe that
the organization of our operations into the foregoing businesses also enhances our ability to adapt to the different
market and regulatory environments of the countries in which we conduct our operations.

Our Group headquarters in Spain provide central corporate services including information technology,
accounting, finance, tax, legal and strategic support to our four principal businesses and all of our Other Operations.
We do not alocate any of the expenses associated with such services to the four principal businesses or Other
Operations receiving such services and therefore the operating profit and EBITDA for our four principal businesses
and Other Operations described below do not include headquarters expenses corresponding to the four principal
businesses and Other Operations.

Factor s Affecting the Comparability of Our Results of Operations

As aresult of the factors discussed below, our operating results for certain of the financial periods discussed in
this Report are not directly comparable with the operating results for other financia periods discussed herein and
may not be directly comparable with our operating results for future financial periods.

Latin American Currency Depreciation

We are exposed to foreign exchange rate risk in that our reporting currency is the euro, whereas the majority of
our subsidiaries keep their accounts in other currencies, principally Argentine peso and Mexican peso and aso
Panamanian balboa (equivalent to the U.S. dollar), Colombian peso, Uruguayan peso and Brazilian reais, and a
portion of our costs and revenues are referenced to U.S. dollars. If we continue to expand our operations in Latin
America, we will increase the proportion of our operating revenue that we generate in currencies other than the euro.
In 2011, 40.3% and 21.2% of our operating revenue (including the gains and losses on foreign exchange currency
contracts and excluding in each case headquarters revenues) was denominated in Argentine peso and Mexican peso,
respectively, and a total of 71.6% of our operating revenue was in non-euro denominated currencies. During the
periods under review, Latin American currencies have generally depreciated against the euro (despite the euro’s
depreciation in 2010) and this has had a significant impact on our financial condition and results of operations when
expressed in euro. As aresult of the Latin American currencies depreciating against the euro, the euro value of the
operating results of our Latin American subsidiaries upon inclusion in our Consolidated Financial Statements has
decreased even if, in local currency terms, their results of operations and financia condition have remained the same
or improved relative to the prior year. Accordingly, declining exchange rates may limit the ability of our results of
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operations, stated in euro, to fully describe the performance in local currency terms of our Latin American
subsidiaries. Our Latin American subsidiaries generally generate revenues and incur expenses and liabilities in their
local currency, which provides them with a natural hedge against foreign currency fluctuations.

The assets and liabilities of our subsidiaries, which keep their accounts in currencies other than the euro,
have been trandated to euro at the period-end exchange rates for inclusion in our balance sheet. Income statement
items are trandated into euro at the end of each month and these monthly results in euro are added to produce
quarterly or annual results, as applicable.

The table below sets forth the period end exchange rates of the euro relative to the Mexican peso, the
Argentine peso and the U.S. dollar for the periods indicated.

Year ended December 31,

2010/2011
2010 2011 % change

M exican peso/euro

(€1.00 = Mex. Ps)

PO EN..... .ottt ettt b et ne b e ae e rennern 16.54 18.09 9.4%
Argentine peso/euro

(€1.00 = Arg. Ps)

PEITOO EBN.......ccviiectecteeeeeeece ettt ettt s ae b e be e aeeaeese e s e bebesaesbeebeesesaesseenseneas 5.27 5.59 6.1%
U.S. dollar/euro

(€1.00=U.S.9)

s ETe s K 1 OO 1.34 1.29 (3.7%

Source: Mexico's Tax Administration Service (Servicio Administracion Tributaria del Gobierno de México), Bank
of the Argentine Nation (Banco de la Nacién Argentina) and European Central Bank.

The table below sets forth the average of the monthly average exchange rate of the euro to the Mexican
peso, the Argentine peso and the U.S. dollar for the periods indicated.

Year ended December 31,

2010/2011
2010 2011 % change

M exican peso/euro

(€1.00 = Mex. Ps)

AAVEIAGE ...ttt 16.74 17.33 3.5%
Argentine peso/euro

(€1.00 = Arg. Ps)

AVEIBOE ..ottt ettt b bbbttt et b et ne bbb ne s 5.18 5.76 11.2%
U.S. dollar/euro

(€1.00=U.S9)

AVEIBOE ...ttt etttk bttt bbbt e bbbt A bRt ettt ne s 1.32 1.39 5.3%

Source: Mexico's Tax Administration Service (Servicio Administracion Tributaria del Gobierno de México), Bank
of the Argentine Nation (Banco de la Nacién Argentina) and European Central Bank.

The table below sets forth the period end exchange rates of the U.S. dollar relative to the Mexican peso and
the Argentine peso for the periods indicated.

Year ended December 31,

2010/2011
2010 2011 % change
Mexican peso/U.S. dollar
(U.S.1.00 = Mex. Ps)
=T To 3o TR 12.38 13.98 12.9%
Argentine peso/ U.S. dollar (U.S.1.00 = Arg. Ps)
PO EN..... .ottt a et et b e b b e e e ae e rennetn 3.98 4.30 8.0%




Source: Mexico's Tax Administration Service (Servicio Administracion Tributaria del Gobierno de México) and
Bank of the Argentine Nation (Banco de la Nacion Argentina).

The table below sets forth the average of the monthly average exchange rate of the U.S. dollar to the
Mexican peso and the Argentine peso for the periods indicated.

Year ended December 31,

2010/2011
2010 2011 % change

M exican peso/U.S. dollar

(U.S.$1.00 = Mex. Ps)

F V= o =TT 12.65 12.44 1.7%
Argentine peso/U.S. dollar

(U.S.$1.00 = Arg. Ps)

TN =0 RSP SSR 391 4.13 5.6%

Source: Mexico's Tax Administration Service (Servicio Administracion Tributaria del Gobierno de México) and
Bank of the Argentine Nation (Banco de la Nacion Argentina).

As of March 31, 2012, the exchange rate of the euro to the Mexican peso was €1.00 = Mex. Ps. 17.16, the
exchange rate of the euro to the Argentine peso was €1.00 = AR$5.84 and the exchange rate of the euro to the U.S.$
was €1.00 = U.S.$1.34. As of March 31, 2012, the exchange rate of the U.S. dollar to the Mexican peso was
U.S.$1.00= Mex. Ps. 12.85 and the exchange rate of the U.S. dollar to the Argentine peso was U.S.$1.00 =
AR$4.38.

In order to mitigate part of the foreign exchange risk to which we are subject, we enter into hedge
agreements to cover sales for an amount approximately equivalent to 50% of projected EBITDA from our Argentine
and Mexican operations on arolling four-quarter basis. The hedges consist of forward purchases of foreign currency
(local currency to U.S. dollar or euro, and on certain occasions, U.S. dollar to euro). The application of the policy
takes into account our expectations of the amount of funds we expect to upstream, the amount of euro or U.S. dollar
commitments we have, the currency these are denominated in, and our expectations about U.S. dollar and euro
currency market movements. As of February 29, 2012, we had in place foreign exchange forward contracts to
purchase a total of U.S.$118.0 million in exchange for Argentine peso (U.S.$28.0 million, U.S.$30.0 million,
U.S.$30.0 million and U.S.$30.0 million for each of the quarters ended March 31, 2012, June30, 2012,
September 30, 2012 and December 31, 2012, respectively).

Our Argentine peso foreign exchange forward contract that matured during 2011 amounted to a net loss of
€2.2 million in 2011. Realized losses on the Mexican peso foreign exchange forward contract that matured during
2011 amounted to €1.0 million in 2011. The realized losses have been recorded as other operating revenue in our
Argentine and Mexico businesses as applicable.

Caliente Management Services

Through June 30, 2010 our operating revenue under the previous management services agreement with
Grupo Caliente was equivalent to 50% of the profit before tax of the halls we managed. Mexico operating revenue
also included sales to Grupo Caliente of gaming halls, improvements, and equipment including machines, as well as
reimbursement of costs incurred on Grupo Caliente's behalf, such as hall managers salaries and fees paid in
connection with the use of machines. From July 1, 2010, the new management services agreements with the Joint
Opcos provide for an annual fee of up to U.S. $36.0 million as well as an aggregate monthly fee of U.S.$1.0 million
until December 31, 2010. In 2010, we entered into a restructuring agreement with Grupo Caliente, which closed on
March 31, 2011 (the “Caliente Restructuring”) pursuant to which we acquired a mgjority stake in the Joint Opcos,
which held an aggregate of 46 gaming licenses in Mexico in March 2011. In connection with the Cdiente
Restructuring, we terminated the contract pursuant to which we constructed or refurbished gaming halls and Grupo
Caliente bought such halls at cost. Following the closing of the Caliente Restructuring, we began fully consolidating
the Joint Opcos (reflecting Grupo Caliente’s stake in each of these entities, as well as its stake in Promojuegos and



Mio Games, as hon-controlling interests) effective March 31, 2011 for balance sheet purposes and April 1, 2011 for
income statement purposes.

License Renewalsin Argentina

On June 18, 2010 and July 26, 2010, respectively, the IPLyC (the gaming regulator of the Province of
Buenos Aires) renewed our San Martin and Puerto licenses, in each case through June 30, 2021. The resolution
pursuant to which the San Martin license was renewed provides that the license is subject to an up-front renewal fee
of AR$55.5 million (equivalent to €9.5 million as of March 31, 2012) and a canon tax surcharge of AR$72.3 million
(equivalent to €12.4 million as of March 31, 2012). The resolution pursuant to which the Puerto license was renewed
provides that the license is subject to an up-front renewa fee of AR$5.5 million (equivalent to approximately
€0.9 million as of March 31, 2012), and a canon tax surcharge of AR$7.2 million (equivalent to €1.2 million as of
March 31, 2012). The up-front renewal fees for both halls were recorded in capital expenditures as intangible assets
in the three months ended December 31, 2009. The canon tax surcharges for both halls are accrued and payable in
60 monthly installments starting in the three months ended December 31, 2010.

Closure of Casino Col6n in Panama

We opened Casino Colén in December 2008 but had to close the casino on June 1, 2009 upon receipt of a
letter from the Junta de Control de Juegos (“JCJ’), the Panamanian gaming regulator, ordering the closure and
alleging that the casino lacked the necessary authorization from the Controller Genera of Panama. On
September 25, 2010, we reopened Casino Colén following the receipt from the JCJ of a copy of the license
agreement duly executed by the Controller General of Panama and Casino Col6n has been in operation since that
time.

Purchase of 100% of Spain Sports Betting Venture

Following a strategic review by William Hill plc (“William Hill”) and Codere, S.A. of Victoria Apuestas,
our joint venture in Spain, the parties agreed on May 13, 2009 to the gradual withdrawal of William Hill from the
joint venture because William Hill decided to focus its international sports betting strategy on the Internet via
William Hill Online. Pursuant to the terms of the agreement, on January 20, 2010, Codere completed the purchase of
William Hill’s 50% stake in the company for a nominal amount of €1.0. As aresult of the purchase and as required
under IFRS, we valued 100% of the assets of the Spain sports betting business at fair value based on results through
2009 and the budget for 2010, which resulted in a€7.5 million gain in 2010 as an assignment of goodwill to assets.

Spain I mpairment Charge

In 2011, we recorded a goodwill impairment charge of €4.1 million in our Spain business as a result of a
goodwill impairment test conducted in relation to the audit of our 2011 financia statements, which impairment was
triggered by areduction in the net win of the AWPs and in bingo cards sold due to the severe macroeconomic crisis
in Spain. The impairment is a non-cash charge to operating profit and does not affect our liquidity, operating cash
flow or debt service capacity.



Acquisitions

During 2010 and 2011, we acquired companiesin several countries in which we operate. These acquisitions
have affected the comparability of our results of operations. The table below shows our significant acquisitions
during this period (for more information on acquisitions, see Note 6 to our Consolidated Financial Statements):

Per centage

Company Date Segment stake
Codere Apuestas Espafia, SL.U.Y ..........cooeevee.e. January 2010 Spain 100.0%
Panama Thunderbird............ccooceooiiinininieiinienenn, August 2010 Other Operations (Panamd) 63.6%
King SIot, SL@ oo, September 2010 ltaly 75.0%
King Bingo, S.r.l.@ ..., September 2010 ltaly 75.0%
FG Slot Service Sr.l. e, December 2010 Italy 55.0%
Grupo Caliente SAPI de C.V.....cccooeiiviicieieen, March 2011 Mexico 67.3%
Operadora de Espectéculos Deportivos S.A. de

CLV e e March 2011 Mexico 67.3%
Jomaharho SAPI de CV ..., March 2011 Mexico 67.3%
Operadora Cantabria S.A. deCV ......cocoeevvienen, March 2011 Mexico 67.3%
Libros Foraneos SA. de CV ......cccveeeeririccenennnnn, March 2011 Mexico 67.3%
Gap GameES, Sir.l...cicceee s May 2011 [taly 51.0%
Gaming R, SiFl. e, July 2011 [taly 75.0%
Gaming Service, Sl July 2011 [taly 75.0%

(1) Before January 2010, we held a 50% stake in this company.

(2) King Sot, Sr.l. and King Bingo, S.r.l. together constitute our Royal Hall in Caserta.
Consolidation of the Spanish Businesses

Following a series of regulatory changes in Spain that progressively allow for more gaming products to be
offered in the same premise (for example, self service terminals for sports betting allowed in bars in the Basque
region and Navarra; sports betting, electronic poker and roulette allowed in gaming halls, and B3/EBTs allowed in
bingo halls in Madrid), we have combined all of our Spanish operations to extract commercial and cost synergies
among the businesses. As such, results previously reported under the Spain AWP, Spain bingo business and sports
betting business units, including results as of and for the year ended December 31, 2010 previously reported, have
been reported as a single reported segment under Spain beginning January 1, 2011.

Reduction of Gaming Tax in Spanish Bingo Business

In December 2010, in an effort to boost the bingo sector, the Community of Madrid increased the prize
pay-out ratio by 6 percentage points from 65% of card sales to 71% and decreased the gaming taxes applicable to
bingo operators by 7% from 22% to 15% in each case, effective January 1, 2011. A decrease in gaming taxes of 1%
increased the margin to bingo operators, including our businessin Spain.



Ballesteros Litigation Settlement

On September 23, 2009, the Madrid Provincial Court issued a judgment on our appeal requiring Mr. José
Ballesteros and his wife (the “Ballesteros’) to repay Codere approximately €12.0 million of the €15.5 million we
paid in connection with the purchase and sale agreement for 50% of the shares of al entities that operated
Ballesteros' businesses in Spain and Venezuela (the “Ballesteros transaction™). Such amount was repaid to us in
December 2009. In September 2009, we filed an appeal to the Madrid Provincia Court’s judgment requesting
payment of interest accrued since March 2000, the date of the initial claim. The appeal was granted by the Supreme
Court in November 2011, ordering Mr. Ballesteros to make a payment of €5.0 million in accrued interest. €2.0
million was repaid in February 2012 and the remaining €3.0 million is being repaid in 40 monthly installments. The
€0.8 million costs related to the appeal are reflected as a non recurring cost in corporate overheads.

Exceptional 1tems

In addition to the items mentioned above, in 2011 we recorded exceptional gains of: €3.5 million associated
with thereversal of gaming tax in Italy associated with the recalculation of the 2010 PREU (gaming tax) by the
Italian regulator, €1.3 million associated with the reclassification of VLT costsin Italy and €2.0 million relating to
the reversal of expensesin Mexico. We recorded exceptional |osses of: €1.2 million relating to a provision for a
fiscal contingency in Mexico, €0.4 million associated with the ICELA Acquisition, and €1.1 million associated with
personnel restructuring expenses in Spain.

Key Factors Affecting Our Results of Operations

General Factors
Regulation

Our operations are highly regulated and many of the factors that affect our results of operations are
prescribed by applicable regulation. These factors include the minimum payout ratio, such as in the case of gaming
machines in many of the markets where we are present, gaming taxes, maximum wager, minimum average gaming
time, and the number of gaming machines that we may install in bars, restaurants and our bingo halls. Furthermore,
our operations are affected by regulations not specific to the gaming industry, such as the introduction of smoking
bans or limitations, and limitations to the hours of operations of the location in which we operate gaming activities.
These factors are generally fixed by regulation and may be favorably or unfavorably modified only as aresult of the
legidative process in the applicable country, region or municipality. As aresult of the highly regulated nature of the
gaming industry, we are required to focus on the limited number of factors that are within our control to improve our
results of operations.

In addition, our results of operations are dependent upon the granting and timely renewal of the necessary
licenses by the gaming authorities in the countries in which we operate. Gaming authorities in such countries have
the authority to deny, revoke, suspend or refuse to renew licenses we or our partners or clients hold and impose fines
or seize assets if we or our partners or clients are found to be in violation of any of these regulations, any of which
could have a material adverse effect on our business, financial condition and results of operations.

Macroeconomic Factors and Demographics

Gaming is a form of entertainment and, as such, competes with other forms of entertainment for the
discretionary spending of the local population. In general, countries and regions with higher GDPs will tend to have
higher levels of discretionary spending that can be directed to gaming and other forms of entertainment. Similarly,
although we believe gaming tends to be more resilient than other forms of entertainment, when a country or region
experiences a decline in GDP or arise in inflation, spending on gaming may also decline. Demographic changes
may also affect our results of operations. In addition, changing social habits in the countries in which we operate,
such as longer working hours that result in a decrease in time spent on entertainment, may adversely affect our
results of operations.
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Competition

Consolidation of smaller gaming companies or the appearance of a new competitor, including illegal
operators, close to the area of one of our key gaming sites could significantly affect our results of operations. In
many of the countries and regions in which our businesses are located, the number of gaming sitesin agiven areais
limited by regulation. However, illegal operators are, by nature, not controlled by regulation and their existence will
depend on the desire or ability of regulators to regulate the activity. If such regulations were to be modified to allow
for an increased number of gaming sites close to the location of our gaming sites, our clients could choose to visit
our competitors' sites rather than our own. A decrease in visitors to our gaming sites could result in lower operating
revenue and, in certain cases, our eventual closing or relocating of our gaming sites.

For more information on our competitors in the markets in which we operate, see “Business’.
Argentina

Our Argentina business principally operates gaming halls with slot machines and bingo. The key factors
that affect the results of operations of our Argentina business's slot machine operations are the number of installed
slot machines and the average daily net win per slot machine. The factors that most significantly affect the number
of our installed slot machines are the number of gaming halls that we are able to open in Argentina, our ability to
expand or relocate existing halls and Argentine regulation that limits the number of slot machines that may be
installed in any bingo hall to one for every two bingo seats. The average daily net win per slot machine is most
significantly affected by our ability to select high production slot machines and efficiently rotate our portfolio of slot
machines. We believe our ability to select attractive, high production slot machines results from our experience in
the slot machine business and the size of our business, which enables us to test numerous machines at the same time.
The Argentina business principally purchases its slot machines. The results of operations of our Argentina business
are also affected by gaming taxes which are levied at the provincia level. The operating results of our bingo
operations are subject to factors such as the availability of larger cash pools and the number of players in the halls
which affect card sales.

The license renewals in Argentina result in additional up front payments and a canon tax surcharge which
have affected results, and which we expect to affect results in the coming years. As of the date of this Report, and
since 2007, we have renewed eight licenses. See “Business—Argentind’ for additional detail regarding these license
renewals.

Mexico

Our principal business in Mexico is the operation of gaming halls in which we operate slot machines and,
in certain cases, traditional bingo. We also operate sports betting books and, through ICELA, a 52 hectare gaming
complex in Mexico City, which includes the Las Americas racetrack, an amusement park and the largest convention
center in Mexico. On January 25, 2012 we signed the ICELA Acquisition Agreement with CIE, pursuant to which
we purchased an additional 35.8% stake in ICELA on February 8, 2012. See “Business—Recent Developments—
ICELA Acquisition Agreement”. Our Mexico business' s operating revenue is significantly affected by the locations
of the gaming halls. In general, the most desirable locations for gaming halls in large metropolitan areas are in city
shopping malls due to their accessibility by car or public transportation and their perception of security.

As in the case of our Argentine slot machine business, beyond regulatory changes, the key factors that
affect the results of operations of our Mexican slot machine operations are the number of installed machines and the
average daily net win per machine. The factors that most significantly affect the number of our installed machines
are the number of gaming halls that we are able to open and our ability to expand or relocate existing halls. The
average daily net win per machine is most significantly affected by our ability to select high production machines
and efficiently rotate our portfolio. We believe our ahility to select attractive, high production machines results from
the size of our business and our experience in the gaming machine business, which enables us to test numerous
machines at the same time. The Mexican business has purchase as well as |ease arrangements for its machines. The
bingo operations of our Mexico business are affected by many of the same factors as our Argentine bingo business
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such as the availability of larger cash pools, the number of playersin the halls, and in particular by factors affecting
bingo card sales. Our Mexican business operations are also affected by taxes, both at the federal and the state level.

The sports betting books which we operate in Mexico do not assume any financial risk for the bets placed
at our sites. The financial risk is assumed by Grupo Caliente as we only act as agent for Grupo Caliente and receive
a commission on al betting regardless of the outcome. Therefore the key factor affecting the sports betting books
operating revenue is the volume of betting by visitors to Grupo Caliente’ s sports betting locations. Betting volumeis
principally affected by traffic at the gaming halls and the ability of the books to attract betting, which is most
significantly affected by the number and type of sporting events and races on which betting is made available and
the availability of televised simulcasts of such events displayed on televisions throughout the site.

Italy

Our Italy business principally operates AWP machines located in third-party locations as well as gaming
halls in which we offer VLTs, AWPs and bingo. The key factors that affect the results of operations of our Italy
AWRP and VLTs business are the number of our installed AWP and VLTs machines and the average daily net win
per AWP and VL Ts machine. The factors that most significantly affect the number of our AWP and VLTs machines
are our ability to enter into new agreements, or renew existing agreements, with site owners and our ability to
identify and undertake acquisitions. The key factors affecting our gaming hall business are the location of the halls
and our ability to expand our existing halls or acquire new halls. The average daily net win per AWP and VLTs
machine is most significantly affected by regulation and our ability to select high producing gaming machines. The
operating results of our bingo operations are subject to factors such as the availability of larger cash pools and the
number of playersin the halls which affect card sales.

Spain

Our Spain business principally operates AWP machines located in third-party locations as well as betting
locations and gaming halls in which we offer bingo, gaming machines and sports betting. The key factors that affect
the results of operations of our Spain AWP business are the number of our installed AWP machines and the average
daily net win per AWP machine. The factors that most significantly affect the number of our installed AWP
machines are our ability to enter into new agreements, or renew existing agreements, with site owners and our
ability to identify and undertake acquisitions. In addition to regulation, the average daily net win per AWP machine
is most significantly affected by our ability to select high producing AWP machines and to efficiently rotate our
AWP machine portfolio. In many cases, our success in entering into agreements with site owners depends on our
making of exclusivity payments or loans and advances to the site owners, which payments, loans and advances are
customary in the market. The key factors affecting our sports betting business are the location of our shops, corners
or self-service terminals, the number and type of events on which the client can bet and the odds offered. In the case
of the Spanish business we assume financial risk for the bets placed. The operating results of the bingo business in
our gaming hall operation are subject to factors such as the availability of larger cash pools and the number of
playersin the halls which affect card sales.

Critical Accounting Policies

Our Consolidated Financial Statements and the accompanying notes contain information that is pertinent to
the discussion and analysis of our results of operations and financial condition set forth below. The preparation of
financial statements in accordance with IFRS requires our management to make estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and expenses, and the related disclosure of contingent
assets and liahilities. Estimates are evaluated based on available information and experience. Actua results could
differ from these estimates under different assumptions or conditions. We believe that, in particular, the critical
accounting policies and estimates discussed below involve significant management judgment due to the sensitivity
of the methods and assumptions necessary in determining the related asset, liability, revenue and expense amounts.
For a detailed description of our significant accounting policies, see Note2 of our Consolidated Financia
Statements.
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I ntangible Assets

The intangible assets acquired by the Group are stated at cost less accumulated amortization and
impairment losses. Exclusivity or installation rights are capitalized at acquisition cost and amortized over the term of
the related contract, which generally ranges from three to ten years. Subsequent expenditure on capitalized
intangible assets is capitalized only when it increases the future economic benefit embodied in the specific asset to
which it relates. All other expenditure is expensed as incurred.

Gaming licenses are amortized during their useful lives. Likewise, the only intangible assets that the Group
have with an indefinite lifetime are the non-redeemable installation rights and the brands, which are not amortized.
For those intangible assets having finite useful lives, amortization is charged to the consolidated income statement
on a straight-line basis over the relevant estimated useful life. Intangible assets are amortized from the date they are
available for use. The amortization rates applied are as follows:

Annual
Depreciation Rate
COMPULEE SOFIWEIE ...ttt et ettt e b e bt bt e e e e e e seesbesbesbe e e eneeneas 20.0%
INSEAHBETON FIGNES ...ttt e bt ae et ee e sbe e e ae s 10.0% - 33.0%
GAMING [ICENSES. ..ottt ettt st et b e ae e heeae e e e bese e besbesbesbeeneense e e saesneeneas 2.5% - 7.1%
Leasehold assignmMENt FIGhLS. .......cooiiii e bbb e 10.0% - 20.0%
L1101 oo 1 o 1o RSP PURRRRN 4.5%
EXCIUSIVITY FIGRES. ..ottt ettt s e e b b eaeeae e 15.0% - 25.0%

Tangible Fixed Assets

Tangible fixed assets are carried at cost except for land and buildings, which are valued at fair value on
independent appraisals using this value as cost. We regularly review the fair values recorded to ensure that the
amounts do not differ significantly from current market values. This revaluation of such land and buildings is
recognized directly in equity. A decrease in carrying amount arising on the revaluation of such land and buildingsis
first charged as an expense in the consolidated income statement. On the subsequent sale or retirement of arevalued
property, the attributable revaluation surplus remaining in the revaluation reserve is transferred directly to retained
earnings. Depreciation on revalued buildingsis charged to the income statement.

L eases under which the Group assumes substantially all the risks and rewards of ownership are classified as
finance leases. The property acquired by way of afinance lease is stated at an amount equal to the lower of its fair
value and the present value of the minimum lease payments at inception of the lease, less accumulated depreciation
and impairment losses. Subsequent expenditure on capitalized tangible fixed assets is capitalized only when it
increases the future economic benefit embodied in the specific asset to which it relates. All other expenditure is
expended as incurred. Non-removable installations in bingo halls and casinos are depreciated over the shorter of the
term of the related lease contracts or the depreciation period used for such assets.

Depreciation is charged to the consolidated income statement on a straight-line basis over the estimated
useful lives of each component of the tangible fixed assets. The elements are depreciated from the date they are
available for use. Land is not depreciated. The depreciation rates applied are as follows:

Annual
Depreciation Rate
GaMING MBCHINES ......c.viiicice e st e st e be s resreeae e e e s aeseestestesresreeneenens 10% - 40%
AMUSEMENE MACKINES.......coiiiiiitiieee ettt sttt st e besae e ene e 10% - 40%
Other installations, t00lS aNd FUMNITUIE ...........eciiiieiiiesce e 7% - 30%
Information ProCesSING NAIQWEIE .........c.ccvueiierieriee et sre s resre e eneenes 10% - 30%
L= S 010 A= o (U] o] 1= o 10% - 30%
2 T0TH o T 0T R 2% - 3%
L eaSeh0old IMPIOVEMENTS. ......ccueiee ettt e s e te s re st e s besaeese e e eneesseseesresnesreeneens 10% - 30%
Technical installations and MaChiNENY ... s 7% - 30%



Financial expenses related to loans directly attributable to acquisition, construction or production of
tangible assets, in the terms and conditions included in the revised IAS 23 (which came into effect in 2009), are
recorded as part of the cost of that asset.

Goodwill

All business combinations are accounted for by applying the purchase method of accounting. Goodwill
represents the difference between the acquisition cost and the fair value of the net identifiable assets acquired and
liabilities assumed. Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-
generating units and is no longer amortized but is tested annually for impairment. The goodwill is assigned to the
Group's cash generating units which coincide, in general, with the operating segments, which correspond to
geographical areas, as the cash generating units which make up the lines of activity (slot machines, bingo and
casinos), do not provide sufficiently detailed information for individual analysis, since normally severa different
kinds of operations coincide in the same location; for example, gaming machines may be installed in bingo halls and
casinos (Note 2(b)(6) to our Consolidated Financial Statements).

I mpairment of Tangible and Intangible Assets

At each year-end, indications of possible impairment of the value of fixed noncurrent assets are evaluated,
including goodwill and intangibles. If there are such indications of possible impairment, or when the nature of the
assets requires an annual analysis of impairment, the Group estimates the recoverable value of the asset, which isthe
larger of the fair value, deducting transfer costs, and its value in use. The value in use is determined by the present
value of future estimated cash flows, applying a discounted rate before tax which reflects the value of the money
over time and takes into account the specific risks associated with the asset.

When the recoverable value of an asset is below its net accounting value, it is considered that there is an
impairment of value. In this case, the carrying value is adjusted to the recoverable value, assigning the loss to the
income statement. Impairment losses recognized in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to such cash-generating units and then to reduce the carrying amount of
the other assets in the unit based on an individual analysis of the assetsimpaired.

For those assets which do not generate highly independent cash flows, the recoverable amount is
determined for the cash generating units to which the valued assets belong.

The charges for depreciation of future periods are adjusted to the new accounting value during the
remaining useful lifetime.

When new events take place, or changes of pre-existing circumstances, which show that a loss due to
impairment recorded in a previous period might have disappeared or been reduced, a new estimate is made of the
recoverable value of the corresponding asset. The losses due to impairment that have been recorded previously only
revert if the hypotheses used in the calculation of the recoverable value had been changed since the most recent loss
due to impairment was recognized. In this case, the carrying value of the asset isincreased up to its new recoverable
value, with the limit of the net accounting value which that asset would have had if no losses due to impairment in
previous periods had been recorded. The reversion is recorded in the income statement and the charges for
depreciation in future periods are adjusted to the new carrying value. The losses due to impairment of goodwill are
not the object of reversion in subsequent periods. Additional details are set forth in Note 2(b)(7) to our Consolidated
Financial Statements.

Provisions and Contingent Liabilities

A provision is recognized in the consolidated balance sheet when the Group has a present legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will be
required to settle the obligation. The amount recognized as a provision is the best estimate of the expenditure
required to settle the present obligation at the consolidated balance sheet date. Provisions are reviewed at each
consolidated balance sheet date and adjusted to reflect the current best estimate of the related liability. If the effect
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of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is
recoghized as a borrowing cost.

Contingent liabilities are considered to be those possible obligations arising as a consequence of past
events, the materialization of which is conditional upon one or more future events independently of the will of the
consolidated companies. Contingent liabilities do not fall within the scope of the object of accounting record.
Additional details are set forth in Note 2(b)(19) to our Consolidated Financial Statements.

Financial Liabilities

Financial liabilities are recognized initially at fair value less attributable transaction costs. Subsequent to
initial recognition, financial liabilities are stated at amortized cost with any difference between cost and redemption
value being recognized in the consolidated income statement over the period of the borrowing based on an effective
interest rate. Contracts that create an obligation to purchase own equity instruments for cash or another financial
asset give rise to afinancia liability equal to the present value of the redemption amount. The financial liability is
recognized initially under 1AS 39, at fair value (the present value of the redemption amount) against equity.
Subsequently, the financia liability is measured in accordance with current rules and movements in fair value are
accounted for as gain or loss in the consolidated income statement. If the contract expires without delivery, the
carrying amount of the financial liability is reclassified to equity. The Group records financial liabilities disposals
when obligations are canceled or expired. Difference between the carrying amount of afinancial liability canceled or
transferred to third parties and the consideration paid is recorded in the income statement of the fiscal year.

Liabilities maturing less than 12 months from the consolidated balance sheet date are classified as current
and those maturing at over 12 months, as noncurrent.

Income Tax

Income tax in the consolidated profit and loss account includes both current and deferred taxes. Income tax
expense is recognized in the consolidated income statement except to the extent that the tax relates to items directly
recognized in equity, in which case the tax is also recognized in equity. The consolidated income statement for the
year includes the expense for company tax of the group companies by global and proportiona integration the
calculation of which contemplates the amount of the tax accrued over the financial year, the differences between the
taxable base and the consolidated accounting result as well as the bonuses and deductions in the amount to which the
group companies have a right. Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted at the consolidated balance sheet date, and any adjustment to tax payable in respect to previous years.
Deferred income tax is recorded, using the liability method, for all temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes calculated at the consolidated
balance sheet date. Deferred taxes relating to the following temporary differences are not recorded: goodwill not
deductible for tax purposes and the initial recognition of an asset or liability in a transaction that at the time of the
transaction affects neither the accounting profit nor taxable profit or loss. Deferred taxes relating to temporary
differences that arise in investments in subsidiaries and associates are recognized except when the Group could
control the date of the temporary differences reversal and it is likely that they will not be reverted in the foreseeable
future. Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is expected to be realized or the liability is expected to be settled, based on tax rates (and tax laws)
that have been enacted at the consolidated balance sheet date. Deferred income tax assets are recognized for all
deductible temporary differences, carry-forwards of unused tax credits and unused tax losses, to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences, and the
carry-forward of unused tax credits and unused tax losses can be utilized. The carrying amount of deferred income
tax assetsis reviewed at each consolidated balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized. See
Note 2(b)(17) to our Consolidated Financial Statements for additional details.
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Use of Estimates

The preparation of consolidated annual accounts in accordance with IFRS requires management to make
judgments, estimates and assumptions that affect the application of policies and reported amounts of assets and
liahilities, income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form the basis
of making the judgments about carrying values of assets and liabilities that are not readily apparent from other
sources. Estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates
based on such reviews are recognized in the period in which the estimates are revised if the review affects only that
period, or in the period of the review and future periods if the review affects both current and future periods. The
main estimates recorded by the Group are discussed in Note4 and in Note 13 to our Consolidated Financial
Statements.

Principal Consolidated Income Statement Line Items
Thefollowing is a brief description of certain line itemsincluded in our consolidated income statement.
Operating Revenue

Operating revenue principally comprises revenue from gaming activities less prizes paid. We recognize
revenue on an accrual basis, that is, when the actual flow of the related goods and services occurs, regardless of
when the resulting monetary or financial flow arises.

Revenues from the principal business divisions are recorded as follows:

« Slot machines: revenues from slot machines are recorded as the net amount collected by the operator
(net of prizes).

e Bingo: revenues from bingo halls are recorded as the total amount of bingo cards sold, according to
their face value, less bingo prizes, which are recorded as a deduction from gross receipts.

e Casinosand others: revenues are recorded as the net amount collected by the operator (net of prizes).
» Racetracks: revenues are recorded as the net amount collected by the operator (net of prizes).
»  Sports betting: revenues are recorded as the net amount collected by the operator (net of prizes).

We employ a number of different revenue recognition methodologies across our different businesses. Our
use of various revenue recognition methodologies is a result, in part, of historica adherence to a specified
methodology and, in some cases, of an effort to make the reporting of our operating results more consistent with
generally accepted accounting principles in the countries in which we operate. The manner in which our principal
businesses record operating revenue is described below:

Argentina. The Argentina business's operating revenue principally comprises revenue collected from slot
machines located in our hingo halls after prize payouts and from sales of bingo cards after prize payouts and
revenues from food and beverages. It also reflects gains or losses from Argentine peso and U.S. dollar foreign
exchange forward contracts that mature during the period. See “—Market and Credit Risks—Foreign Currency
Risks’.

Mexico. Our Mexico business' s operating revenue includes our participation in the operating companies of
ICELA (until recently, our joint venture with CIE in which we now hold an 84.8% stake, see “Business—Recent
Developments—ICELA Acquisition Agreement”), and the operating companies of Legacy Caliente (i.e., the Joint
Opcos, Promojuegos and Mio Games) as well as revenue from our management services agreement with the Joint
Opcos until April 1, 2011 and previously with Grupo Caliente. Through June 30, 2010, our operating revenue under
the previous management services agreements with Grupo Caliente was equivalent to 50% of the profit before tax of
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the halls we managed. Mexico operating revenue also included sales to Grupo Caliente of gaming halls,
improvements, and equipment including machines, as well as reimbursement of costs incurred on Grupo Caliente's
behalf, such as hall managers salaries and fees paid in connection with the use of machines. From July 1, 2010, the
new management services agreements with the Joint Opcos provided for an annual fee of up to U.S.$36.0 million as
well as an aggregate monthly fee of U.S.$1.0 million through December 31, 2010. In connection with the Caliente
Restructuring, we terminated the contract pursuant to which we constructed or refurbished gaming halls and Grupo
Caliente bought such halls at cost. Following the closing of the Caliente Restructuring, we now fully consolidate
Legacy Caliente, reflecting Grupo Caliente's stake in each of the Legacy Caliente entities as a non-controlling
interest. On February 8, 2012, we completed the purchase of a 35.8% stake in ICELA from CIE for Mex. Ps. 2,653
million (equivalent to approximately U.S.$209.0 million and €158.0 million as of the date of closing of the
acquisition). The acquisition of the 35.8% stake was in addition to Codere México's already existing 49% stake in
ICELA. Until January 31, 2012, we consolidated our stake in ICELA under the proportional method and, beginning
February 1, 2012, we began consolidating 100% of ICELA in our financial statements. Our operating revenue also
includes gains and losses from the Mexican peso forward exchange contracts which mature during the relevant
period. See “—Market and Credit Risks—Foreign Currency Risks’.

Italy. Operating revenue in Italy comprises revenue from our network operation, resulting from the
interconnection fees for the AWP machines connected to the network as well as from the participation in revenues
after prizes and taxes from the totality of the VLTs connected to the network. Operating revenue is also derived
from our bingo operations, which includes revenues from sales of bingo cards, amounts collected from AWP
machines placed in our gaming halls and the participation corresponding to the retail location for VLTs placed in the
gaming halls (after prize payouts in all three cases) as well as revenues from food and beverage sales in our gaming
halls. Operating revenue also includes revenues from our gaming machine operations, which includes amounts
collected from AWP machines placed in non-specialized locations (i.e., bars) after prize payouts and excluding the
site owner’s share as well as revenues after prize payouts for VLTs placed in dedicated gaming halls. Operating
revenue also includes revenues from Internet operations.

Spain. Operating revenue in Spain comprises revenues obtained from AWP machines and from our sports
betting business, including self-service terminals, which we operate at third party locations (such as bars and
stand-alone machine halls) after prize payouts, and excluding the site owner’s share as well as ancillary services
provided to site owners. Operating revenue aso includes revenue obtained in our gaming halls from bingo cards
sales, sports bets, AWP machines (after prize payouts in all cases) as well as from food and beverage sales at these
halls.
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The following table summarizes the manner in which revenue is recognized in 2011 across our businesses
and certain business lines within certain businesses under IFRS:

Main Gaming | ncome Statement Items

Recognition of Gaming Revenue

Amounts Wagered
Less
Prizes Payout
Equals
Net Box (Net Win)

Less
Site Owner®
Equals
Operator Revenues
Less
Gaming Taxes
Equals
Operator Revenues after Gaming Taxes
Less
Operator Expenses
Less
Financial Expenses
Equals
Profit before Tax
Less
Income Tax
Equals
Net Profit

0] Share of net box to site owners.
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Brazil, Panama casinos and racetrack, Colombia casino,
Mexico ICELA, Legacy Caliente, Uruguay racetrack

Spain AWP, Colombia, Italy AWP, Spain sports betting

Uruguay slots



Operating Expenses

Operating expenses comprise:

Consumption and Other External Expenses. In Argentina and Italy, consumption and other external
expenses principally comprises food and beverage cost of sales. In Mexico, it primarily includes food
and beverage cost of sales for ICELA, Promojuegos, Mio Games and the Joint Opcos (the latter
beginning in the three months ended June 30, 2011). Through March 31, 2011, it aso included fees
paid in connection with the use of gaming machines, expenses primarily in connection with the
installation of gaming machines, and personnel costs related to the salaries of hall managers whom we
provided for Grupo Caliente's halls, and through June 30, 2010 it also included the cost of building out
and equipping halls sold to Grupo Caliente. In Spain, it includes payments to certain AWP operators
with whom we enter into collaboration agreements, costs related to ancillary services provided to site
owners and other costs, including food and beverage, incurred at our gaming halls and sports betting
locations.

Personnel Expenses. Our personnel expenses include wages and salaries and social security costs.

Depreciation and Amortization. Tangible fixed assets are depreciated on a straight-line basis over the
estimated useful lives of each component of the assets. Other intangible assets are depreciated in the
same way. The elements are depreciated from the date they are available for use. Land is not
depreciated.

Variation in Provisions for Trade Transactions. Variation in provisions for trade transactions
principally relates to movements in provisions we have taken in connection with doubtful account
receivables and loans that we have made to site owners. The amount of the variation in provisions is
principally affected by our assessment of the likelihood that the account receivables will be paid or the
loans will be repaid.

Other Operating Expenses. Other operating expenses comprise gaming and other taxes, machine and
other leases, payment for independent professional services, such as legal and auditing services, travel
and advertising expenses, repair and maintenance and insurance premiums, among others.

Impairment. Impairment includes the amount by which asset values have been reduced at period end.
See Note 2(b)(7) to our Consolidated Financial Statements.

Gains or Losses on Asset Disposals or Acquisitions. Gains or losses on asset disposals or acquisitions
includes the profit or losses obtained from disposals completed during the period.

Operating Profit

Operating profit represents the excess of operating revenue over operating expenses.

Financial Items

Finance Income. Finance income principally comprises other interests, income from marketable
securities and noncurrent loans.

Finance Costs. Finance costs principally comprise interest paid on our outstanding indebtedness and
variation in provisions for decline in value of financial investments.

Exchange Gains (Losses), net. Exchange gains (losses), net, principally comprise gains and losses
recorded upon translation of non-euro assets and liabilities into euro.
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Corporate | ncome Tax

Corporate income tax includes all current and deferred taxes, as calculated in accordance with the relevant
tax laws in force in the jurisdictionsin which we operate.

As a result of our history of acquisitions and disposals and internal corporate reorganizations, our
significant international operations and our financing structure, our tax position is complex.

In the last years, we have endeavored to achieve a more tax efficient structure for the Group by merging
certain subsidiaries in Spain out of existence and seeking to increase the number of subsidiaries that are more than
75% owned and, therefore, members of our consolidated tax group. Additionally, on an international level, we are
increasing the flow of funds to Codere, S.A. through intercompany transactions related to the development of
intangibles assets by Codere, S.A. and the lending of funds within the Group by Codere, S.A. to offshore business
unitsin order to assign interest expense directly to operating income. In addition, our non-Spanish subsidiaries have
directly obtained financing.

For Spanish tax purposes, in 2011, 32 Spanish companies in our consolidated group filed their tax returns
as a consolidated tax group. Under Spanish tax legislation, we must have owned more than 75% (70% if the shares
of the owned company are traded on an official secondary market) of the capital stock of a company at the start of
the tax year in order to include the company in our consolidated tax group. Spanish companies that are not part of
our consolidated tax group pay tax on an individual basis (unless such companies belong to another tax group).

26 ltalian companies are included in the consolidated tax regime applicable in Italy. This consolidated
regime was applied from January 1, 2005 for companies included in the tax group headed by Codere Italia, S.p.A.,
and since January 1, 2006, for companies included in the tax group headed by Operbingo Italia, Sp.A. The
remainder of the companiesfile individual tax returns.

The statutory corporate income tax rate in Spain is 30% as of the date of this Report. Companies resident
abroad are subject to corporate income tax according to local tax laws in the range of 25% to 35%. We define our
effective tax rate as our income tax expense over our income (loss) before tax.

VAT taxes are generally not deductible for gaming companies and, accordingly, are recorded as an
operating expense. Since January 1, 2009, 33 Spanish companies in our Group are taxed under the Special VAT
Regime for groups of companies. This has allowed us to minimize the VAT cost of Spanish intra-group transactions.

Non-Controlling Interests

Non-controlling interests comprise the portion of the net income or loss of companies we consolidate that is

attributable to such companies’ other shareholders. During the periods under review, non-controlling interests were
principally attributable to our subsidiariesin Spain, Argentina and Mexico.
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Results of Operations

The following tables set forth, by principal business and for our Other Operations, operating revenue, operating
expenses, operating profit (loss) and EBITDA for the years ended December 31, 2010 and 2011 prepared in

accordance with IFRS:

Operating Revenue:

ArgeNtiNa....c.cceiereeiieee e

Brazil .....ooooveveeiieeeee e

TOtAl o

Operating Expenses:

T4 | R

10 - | R

Operating Profit (L0ss):

Brazil .....ooooveeeeeeeeeeeeee e

Year ended December 31,
2010 2011 % change

(€in millions, except per centages)

......................................... 461.0 553.2 20.0%
......................................... 219.3 2915 32.9%
......................................... 137.4 224.2 63.2%
......................................... 199.0 165.7 (16.7%)
......................................... 2.9 36 24.1%
......................................... 275 28.9 5.1%
......................................... 62.3 87.0 39.6%
......................................... 16.9 20.3 20.1%
......................................... 0.2 0.0 (100.0)
......................................... 1,1265 1,374.4 22.0%

Year ended December 31,
2010 2011 % change
(€in millions, except per centages)

......................................... 342.0 405.3 18.5%
......................................... 174.9 264.7 51.3%
......................................... 1315 189.8 44.3%
......................................... 194.9 187.2 (4.0%)
......................................... 5.7 5.2 (8.8%)
......................................... 25.6 26.3 2.7%
......................................... 68.4 85.2 24.6%
.......................................... 15.7 18.8 19.7%
.......................................... 275 29.8 8.4%
.......................................... 986.2 1,212.3 22.9%

Year ended December 31,
2010 2011 % change
(€in millions, except per centages)

.......................................... 119.0 147.9 24.3%
.......................................... 4.7 26.7 (40.3%)
.......................................... 5.7 34.4 n.a
.......................................... 7.3 (22.9) n.a.
.......................................... (2.8 (1.6) 42.9%.
.......................................... 19 2.6 36.8%
.......................................... (6.2 18 129.0%
.......................................... 13 15 15.4%
.......................................... (27.1) (29.7) (9.6%)



Year ended December 31,

2010 2011 % change

(€in millions, except per centages)

TOAL .o e 143.8 160.7 11.8%
Year ended December 31,
2010 2011 % change
(unaudited)
(€in millions, except percentages)
EBITDA:

F N 1= 0111 7= U S 135.8 165.2 21.6%
IVIEXICO ..ttt st st st e st bbb ene 63.6 61.8 (2.8%)
Italy® 13.9 443 na.
SPAIND ... 421 19.6 (53.4%)

Other Operations:

BrazZil ..o (2.1) (0.9) (57.1%)

(070 []17] o= U 54 5.9 9.3%

= S 41 17.6 n.a.

L L0 11 TR 3.2 3.9 21.9%
Corporate OVErhEad..........ccvveeeeverere s, (24.9) (27.7) (11.2%)
10 - TSRS PTR 241.1 289.7 20.2%

(1) Includes Italy AWP, Italy Bingo and Italy Internet. In 2010, Italy Internet was reported as a separate category under Other Operations.
(2)  Includes Spain AWP, Spain Bingo, Spain Sports Betting and Spain Internet. In 2010, Spain Internet was reported as a separate category under Other Operations.

Year Ended December 31, 2011 Compared to Year Ended December 31, 2010

Group Results of Operations

Operating Revenue

Operating revenue increased by €247.9 million, or 22.0%, to €1,374.4 million in 2011 from €1,126.5 million in
2010. The increase was principally attributable to:

an increase in Argentina (€92.2 million) due to an increase in the net win per machine per day as aresult of
strong economic growth and inflation, an increase in the number of machines installed, and lower losses on
the foreign exchange contracts which matured in 2011 compared to 2010, partially offset by the
depreciation of the Argentine peso against the euro;

anincreasein Italy (€86.8 million) principally dueto the increase of the VLTs and the consolidation of the
acquisitions made during 2010 and 2011 (Caserta hall, FG Slot Services, Gap Games and Gaming Re);

an increase in Mexico (€72.2 million) due to the global consolidation of the operations purchased from
Grupo Caliente beginning April 1, 2011, compared to the management services agreement in place in 2010,
which was afixed fee since July 1, 2010, an increase in the net win per machine per day in ICELA, an
increase in the number of machinesinstalled, and lower |osses on the foreign exchange contracts which
matured in 2011 compared to 2010, partially offset by a decrease in the net win per machine per day in
Legacy Caliente and the absence of sales to Grupo Caliente following the termination of the management
services agreement effective June 30, 2010; and

an increase in Panama (€24.7 million) principally due to the consolidation of the six casinos acquired and
the re-opening of Casino Coldn (both beginning in the three months ended September 30, 2010), partialy
offset by the depreciation of the U.S. dollar against the euro.
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Theincrease in operating revenue was partialy offset by Spain in 2011 (€33.3 million) due to a decrease in the
net win per AWP machine per day and a decrease in the number of bingo cards sold due to the total smoking ban
implemented on January 2, 2011, and adverse macroeconomic conditions.

Operating Expenses

Operating expenses increased by €226.1 million, or 22.9%, to €1,212.3 million in 2011 from €986.2 million in
2010. The increase was principally attributable to:

e anincreasein Mexico (€89.8 million) due to the consolidation of the operations purchased from Grupo
Caliente and an increase in the number of machinesinstalled, partially offset by the depreciation of the
Mexican peso against the euro and a decrease in consumption expenses due to the absence of expenses
which we incurred on Grupo Caliente's behalf through June 30, 2010;

e anincreasein Argentina (€63.3 million) principally due to an increase in commercial activity and personnel
(attributable to the increase in the number of machines installed and inflation and an increase in gaming and
other taxes as aresult of the canon tax surcharge associated with the renewal of the San Martin and Puerto
licenses; partially offset by the depreciation of the Argentine peso against the euro;

e anincreasein Italy (€58.3 million) principally due to increased expenses (including gaming taxes) asa
result of an increase in the number of VL Tsinstalled and the consolidation of the acquisitions made during
2010 and 2011 (Caserta hall, FG Slot Services, Gap Games and Gaming Re); and

e anincrease in Panama (€16.8 million) principally attributable to the consolidation of the six casinos
acquired and the re-opening of Casino Col6n (both beginning in the three months ended September 30,
2010), partialy offset by lower expenses and the depreciation of the U.S. dollar against the euro.

In Spain, operating expenses decreased by €7.7 million primarily due to a decrease in gaming taxes resulting
from the reduction in the bingo gaming tax beginning January 1, 2011, a decrease in the number of bingo cards sold,
cost reduction initiatives and the reduction in exclusivity paymentsto bar owners.

Gains or Losses on Asset Disposals or Acquisitions

Gains on asset disposals or acquisitions decreased by €4.9 million due to aloss of €1.4 million in 2011 from a
gain of €3.5 million in 2010 primarily due to the absence of a non-recurring gain of €7.5 million in 2011, which was
recorded in 2010 in connection with the consolidation of 100% of the sports betting business following the purchase
of William Hill plc’s stake.

Operating Profit

Operating profit increased by €16.9 million, or 11.8%, to €160.7 million in 2011 from €143.8 million in 2010.
Operating margin decreased to 11.7% in 2011 from 12.8% in 2010.

EBITDA

EBITDA increased by €48.6 million, or 20.2%, to €289.7 million in 2011 from €241.1 million in 2010. The
increase in EBITDA was principaly attributable to: Italy (€30.4 million) primarily due to an increase in the number
of VLTs and the consolidation of the acquisitions made during 2010 and 2011; Argentina (€29.4 million) dueto an
increase in the net win per machine per day and in the number of machinesinstalled and lower lossesin foreign
exchange contracts which matured in 2011 compared to 2010, partialy offset by the depreciation of the Argentine
peso against the euro; and Panama (€13.5 million) primarily due to the consolidation of the six casinos acquired and
the reopening of Casino Colon (both beginning in the three months ended September 30, 2010). This increase was
partially offset by a decrease in Spain (€22.5 million), principally as aresult of the decrease in the net win per
machine per day and a decrease in the number of bingo cards sold primarily due to the total smoking ban
implemented on January 2, 2011 and adverse macroeconomic conditions. EBITDA margin decreased to 21.1% in
2011 from 21.4% in 2010.
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Financial Income

Financial income increased by €8.2 million, or 94.3%, to €16.9 million in 2011 from €8.7 million in 2010. The
increase in financial income was principally attributable to the favorable judgment in connection with the interest
accrued associated with the Ballesteros transaction (€5.0 million), and to the recal culation of fair market value of our
put option on an additional 7% stake in the Joint Opcos (€3.9 million) with no effect in cash; partialy offset by
lower interests earned in connection with financing provided to the Joint Opcos following the consolidation of their
operations (consolidated beginning in the three months ended June 30, 2011).

Financial Expenses

Financial expenses increased by €8.5 million, or 10.9%, to €86.5 million in 2011 due to the higher debt balance
resulting from the €100 million Notesissued in July 2010, increased amounts drawn under the Senior Credit Facility
at higher interest rates (EURIBOR), debt assumed in the acquisition of the six casinosin Panama (consolidated
beginning in the three months ended September 30, 2010) aswell as higher debt levelsin the Spanish and Italian
businesses at higher interest rates.

Exchange Gains (Losses), Net

Exchange gains (losses), net, which principally reflect the impact of changesin exchange rates on balancesin
foreign currencies, increased by €2.1 million, from €1.0 million in 2010.

Corporate Income Tax

Corporate income tax increased by €13.0 million, or 28.6%, to €58.4 million in 2011. The increase in corporate
income tax was principally attributable to withholding taxes in Mexico, an increase in profit before tax in Argentina
and Italy, and the recognition of deferred taxes after having applied all net operating loss carryforwardsin ICELA;
partly offset by the realization of atax asset of €3.2 million associated with tax incentives and inflation adjustments
in Uruguay, and by adecrease in profit before tax in Spain.

Non-controlling Interests

Non-controlling interests was €(16.4) million compared to €2.1 million in 2010. This decrease is principally
attributable to losses in the Joint Opcos associated with the decrease in commercial activity aswell asthe
devaluation of the Mexican peso, as certain obligations, including the credit facility granted by us to the Joint Opcos,
are denominated in U.S. dollars; and the decreasein profit in Spain.

Net Income

As aresult of the foregoing, net income increased by €22.9 million, or 78.2%, to €52.2 million in 2011 from
€29.3 million in 2010.

24



Results of Operations by Business

Argentina
Year ended
December 31,
2010 2011 % change
(€in millions, except per centages)
(unaudited)
OPEratiNg FEVENUE. .......covereeierte ettt sttt st e 461.0 553.2 20.0%
Operating expenses.
Consumption and other external eXpenses.........cveeverererenienenns 101 122 20.8%
PErsonneEl EXPENSES.......ccoiiiierieere e 68.4 85.6 25.1%
DEPIECIALION ...ttt 14.0 145 3.6%
Amortization of intangible assets.........ccoovveerieveinence 28 2.8 0.0%
Other Operating EXPENSES ......coveeririeeresieere e 246.7 290.2 17.6%
Gaming and Other taXES.........cceererererieere e 194.2 229.9 18.4%
Machine rental COSES.......oviriiririeirirerer e 01 2.6 n.a
OLhEN'S .. e e e 524 57.7 10.1%
Total operating EXPENSES.......ccvvereeererere et 342.0 405.3 18.5%
OPErating PrOfil ....c.eiveeeerieieie e 119.0 147.9 24.3%
EBITDA ..ottt bbb 135.8 165.2 21.6%

Operating Revenue. Operating revenue in Argentina principally comprises revenue collected from slot
machines located in our halls after prize payouts and from sales of bingo cards after prize payouts and revenues
from food and beverages. It also reflects gains or losses from Argentine peso and U.S. dollar forward foreign
exchange contracts that mature during the period. Operating revenue increased by €92.2 million, or 20.0%, to
€553.2 million in 2011 from €461.0 million in 2010, which increase was principally attributable to theincreasein
the net win per machine per day as aresult of the strong economic growth and inflation, an increase in the number of
machines installed and lower losses on the foreign exchange currency contracts compared to 2010, partially offset
by the depreciation of the Argentine peso against the euro. Losses on the foreign exchange contracts which matured
in 2011 were €2.2 million, compared to losses of €6.3 million in 2010. At a constant exchange rate and adjusted to
eliminate gains and losses on the foreign exchange contracts which matured during the corresponding periods,
revenues would have been €618.3 million in 2011, representing an increase of 32.3% compared to 2010.

Operating Expenses. Operating expenses increased by €63.3 million, or 18.5%, to €405.3 million in 2011 from
€342.0 million in 2010. The key changes in operating expenses were as follows:

e  Consumption and Other External Expenses. Consumption and other external expenses, which principally
include food and beverage cost of sales, increased by €2.1 million, or 20.8%, to €12.2 million in 2011 from
€10.1 million in 2010, primarily due to an increase in the sale of food and beveragesin 2011 compared
with 2010, as well asto the price of goods sold, which were affected by inflation, partially offset by the
depreciation of the Argentine peso against the euro.

o Personnel Expenses. Personnel expensesincreased by €17.2 million, or 25.1%, to €85.6 millionin 2011
from €68.4 million in 2010, principally due to increases in payroll resulting from inflation, aswell as
personnel increases associated with an increase in the number of machines installed, partialy offset by the
depreciation of the Argentine peso against the euro.

e Depreciation. Depreciation increased by €0.5 million, or 3.6%, to €14.5 million in 2011 from €14.0
million in 2010 as aresult of an increase in the portfolio, partialy offset by the depreciation of the
Argentine peso against the euro.

e  Amortization. Amortization was€2.8 million in 2011, the same asin 2010.

e Other Operating Expenses. Other operating expenses, which include gaming and other taxes, payments to
the non-profit organizations that nominally hold the licenses to operate the gaming halls, marketing
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expenses, lease payments and other expenses, increased by €43.5 million, or 17.6%, to €290.2 million in
2011 from €246.7 million in 2010. The increase was primarily due to an increase in costs resulting from an
increase in commercial activity as aresult of an increase in the number of machinesinstalled and in the net
win per day and the canon tax surcharge associated with the renewal of the San Martin and Puerto licenses,
which we began recording in August 2010, partially offset by the absence, in 2011, of anon-recurring
provision of €1.0 million recorded in 2010 and the depreciation of the Argentine peso against the euro.

e Operating Profit. Operating profit increased by €28.9 million, or 24.3% to €147.9 million in 2011 from
€119.0 million in 2010. Operating margin increased to 26.7% in 2011 from 25.8% in 2010.

e EBITDA. EBITDA increased by €29.4 million, or 21.6%, to €165.2 million in 2011 from €135.8 million in
2010. Theincreasein EBITDA was principaly attributable to an increase in the net win per machine per
day and in the number of machines installed, the decrease in the losses associated with the foreign currency
contracts which matured in 2011 compared to 2010, partialy offset by the depreciation of the Argentine
peso against the euro. At a constant exchange rate (and adjusted to eliminate gains and losses on the foreign
currency contracts which matured during the corresponding periods) EBITDA would have been €186.4
million in 2011, representing an increase of 31.2% compared to 2010. EBITDA margin increased to 29.9%
in 2011 from 29.5% in 2010.

Mexico
Year ended
December 31,
2010 2011 % change
(€in millions, except per centages)
(unaudited)

Operating revenue 219.3 291.5 32.9%
of which salesto Grupo Caliente .........cceveeeveevere e 25 - n.a.

Operating expenses:
Consumption and other external EXPENSES.........ccovveverereeieeeereese s 46.0 32.3 (29.8%)
of which salesto Grupo Caliente .........ccceeeveeveevere s 3.0 - n.a
PErSONNEl EXPENSES......ocviiiicieceieiee e st e e snens 24.3 4.7 84.0%
D1 o < ol T o] o [ 15.7 251 59.9%
Amortization of intangible assetS .........ccovvviveivine 35 9.9 n.a.
Other operating expenses: 85.4 152.7 78.8%
Gaming and OthEr TAXES........ccvcierere e 133 20.2 51.9%
MaChing rental COSES.......cvueiririeirie e seneen 111 414 n.a.
(0107 £ 61.0 91.1 49.3%
Total OPErating EXPENSES.....uvceeicrieriesreeteseeree e seeste e sreseeseeseessestesrens 174.9 264.7 51.3%
Gains or losses on asset disposals or acqUISILIONS ........ccevereeerieieeesiee e 0.3 (0.1 (133.3%)
OPErating PrOfil .oeeeieseeesereee e e 44.7 26.7 (40.3%)
EBITDA ..ottt sttt sttt sttt a e e 63.6 61.8 (2.8%)

Operating Revenue. Operating revenue includes our 49% stake in the operating companies of ICELA (until
recently, our joint venture with CIE, which we consolidated proportionally until January 31, 2012 and in which we
now hold an 84.8% stake, see “ Business—Recent Developments—ICELA Acquisition Agreement”), the directly-
owned licensees (Promojuegos and Mio Games, which we consolidate globally) as well as revenue from our
management services agreements with Grupo Caliente. Through June 30, 2010, our operating revenue under the
management services agreement with Grupo Caliente was equivalent to 50% of the profit before tax of the hallswe
managed. Mexico operating revenue also included sales to Grupo Caliente of gaming halls, improvements, and
equipment including machines, as well as reimbursement of costs incurred on Grupo Caliente’ s behalf, such as hall
managers salaries and fees paid in connection with the use of machines. Beginning July 1, 2010, the new
management services agreement with the Joint Opcos in connection with the Caliente Restructuring provided for an
annual fee of up to U.S.$36.0 million, as well as an aggregate monthly fee of U.S.$1.0 million (through December
31, 2010) and certain costs incurred on Grupo Caliente’ s behalf, and we terminated the contract pursuant to which
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we constructed or refurbished halls and sold them to Grupo Caliente at cost. Beginning April 1, 2011, we began
consolidating globally the operations acquired from Grupo Caliente, the Caliente Holdcos and the Joint Opcos. Our
operating revenue a so includes gains and losses from the Mexican peso forward exchange contracts which mature
during the period.

Operating revenue increased by €72.2 million, or 32.9%, to €291.5 million in 2011 from €219.3 millionin
2010. The increase was principally attributable to: the global consolidation of the operations purchased from Grupo
Caliente beginning April 1, 2011 compared to the management services agreement in place in 2010, which was a
fixed fee since July 1, 2010, an increase in the net win per machine per day in ICELA, and an increase in the number
of machinesinstalled, and lower |osses on the foreign exchange contracts which matured in 2011 compared to 2010.
Thisincrease was partially offset by a decrease in the net win per machine per day in Legacy Caliente and the
absence of salesto Grupo Caliente following the termination of the management services agreement effective June
30, 2010. Thefire set at a competitor’'s hall in Monterrey in August 2011 also negatively affected the operations by
reducing attendance at our halls in the weeks immediately following the event as well as through the closure of
certain halls following widespread government inspections. However, in the three months ended December 31,
2011, theincreased control of the sector by the Mexican authorities, coupled with the reopening of refurbished
Legacy Caliente halls, resulted in an improvement in operating revenues. Losses on the foreign exchange contracts
which matured in 2011 were €1.0 million, compared to losses of €4.1 million in 2010. At a constant exchange rate,
and excluding gains and losses on the foreign exchange contracts which matured during the corresponding periods,
revenues would have been €306.2 million in 2011, representing an increase of 37.1% compared to 2010.

Operating Expenses. Operating expenses increased by €89.8 million, or 51.3%, to €264.7 million in 2011 from
€174.9 million in 2010. The key changes in operating expenses were as follows:

e Consumption and Other External Expenses. Consumption and other external expenses include primarily
food and beverage cost of salesfor ICELA, Promojuegos, Mio Games and the Joint Opcos (the latter
beginning in the three months ended June 30, 2011). Through March 31, 2011, it also included fees paid in
connection with the use of gaming machines, expenses primarily in connection with the installation of
gaming machines, and personnel costs related to the salaries of hall managers whom we provided for Grupo
Caliente’ s halls, and through June 30, 2010 it also included the cost of building out and equipping halls
sold to Grupo Caliente. Consumption and other external expenses decreased by €13.7 million, or 29.8%, to
€32.3 million in 2011 from €46.0 million in 2010, primarily due to the absence of the af orementioned
expenses following the termination of the management services agreements pursuant to the Caliente
Restructuring.

e Personnel Expenses. Personnel expensesincreased by €20.4 million, or 84.0% to €44.7 million in 2011
from €24.3 million in 2010 primarily due to the consolidation of the Joint Opcos (consolidated beginning in
the three months ended June 30, 2011) and an increase in the number of machines installed.

e Depreciation. Depreciation, which includes the investment in halls operated by ICELA, Promojuegos, Mio
Games and the Joint Opcos (the latter beginning April 1, 2011), aswell as the racetrack and the convention
center, and the capitalized |eases associated with the IGT machines (in ICELA), increased by €9.4 million,
or 59.9% to €25.1 million in 2011 from €15.7 million in 2010 primarily due to the consolidation of the
Joint Opcos (beginning in the three months ended June 30, 2011) and an increase in the number of
machines.

e Amortization. Amortization, which primarily includes the amortization of the licenses, increased by €6.4
million to €9.9 million in 2011 from €3.5 million in 2010, due to the consolidation of the Joint Opcos (in
the three months ended December 31, 2011 when we regularized the amortization of the licenses for the
guarters since the acquisition of such companies).

e Other Operating Expenses. Other operating expenses, which include gaming and other taxes, marketing
expenses, lease payments and others, increased by €67.3 million, or 78.8%, to €152.7 million in 2011 from
€85.4 million in 2010 principally due to the consolidation of the Joint Opcos (beginning in the three months
ended June 30, 2011) and to the increase in the number of machines installed. In addition, it includes €0.4
million of non-recurring expenses associated with the ICELA Acquisition Agreement during 2011,
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compared to €1.2 million in 2010 related to Caliente Restructuring and the absence, in 2011, of a€2.1
million non-recurring expense reversal recorded in 2010.

Operating Profit. Operating profit decreased by €18.0 million, or 40.3%, to €26.7 million in 2011 from €44.7
million in 2010. Operating margin decreased to 9.2% in 2011 from 20.4% in 2010.

EBITDA decreased €1.8 million, or 2.8%, to €61.8 million in 2011 from €63.6 million in 2010. The decreasein
EBITDA was primarily dueto the decrease in the profitability of the Joint Opcos resulting from the consolidation of
expenses associated with these operations, and the decrease in the net win per machine per day, compared to revenues from
the management services agreement with Grupo Caliente in place in 2010, which was afixed fee since duly 1, 2010. This
decrease was a so attributable to higher non-recurring expenses recorded in 2011 compared to 2010 and partially offset
by lower losses on the foreign exchange contractsin 2011 compared to 2010. At a constant exchange rate (and adjusted to
eliminate gains and losses on the foreign currency contracts which matured during the corresponding periods)
EBITDA would have been €65.5 million in 2011, adecrease of 3.2% compared to 2010. EBITDA margin
decreased to 21.2% in 2011 from 29.0% in 2010.
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Italy

Year ended
December 31,
2010 2011 % change
(€in millions, except per centages)
(unaudited)
OPErtiNg FEVENUE........ceiveeieieeeeeeeeeeseeste e se e se e e seesae e sre st seesee e eneeneesrenees 137.4 224.2 63.2%
Operating expenses.
Consumption and other external eXPenSES.........ccovvereeeereereeneseeseeneenns 2.3 2.8 21.7%
PErsSONNEl EXPENSES.......oiiieie et eneas 28.0 36.5 30.4%
DTS o (= o T 4 o] [ 79 10.3 30.4%
Amortization of intangible assets........ccccvevveveveie s 12 4.8 n.a.
Variation in provisions for trade transactions...........ccccceceveevenevesennnn, (1.1 (5.2 n.a.
Other Operating EXPENSES.......ccvevverrerierieresesreseeeeseeseeseessessesresressesseesseseens 93.2 140.6 50.9%
Gaming and Other tAXES........cceeveererire e 65.0 95.6 47.1%
(@11 £ TR 28.2 45.0 59.6%
Total operating expenses 1315 189.8 44.3%
Gains or losses on asset disposals or acquUISItioNS .......cccovvevvvvececeeeeeenn, (0.2 - n.a.
OPErating Profit ......ccece i e 5.7 34.4 n.a.
EBITDAW .ottt 13.9 44.3 na.

(1) Ity Internet, which recorded an EBITDA loss of €0.2 million in 2010, wasin 2010 reported as aseparate category under Other Operations, but isnow included under Italy.

Operating Revenue. Operating revenue in ltaly comprises revenue from our network operation, resulting from
the interconnection fees for the AWP machines connected to the network, as well as from the participation in
revenues after prizes and taxes from the totality of the VL Ts connected to the network; from our gaming hall
operations, which includes revenues from sales of bingo cards, amounts collected from AWP machines placed in the
halls and the participation corresponding to the retail location for VLTs placed in the halls (after prize payoutsin all
three cases), as well as revenues from food and beverage sales; and revenues from machines operated at third-party
locations, which includes amounts collected from AWP machines placed in non-specialized locations (i.e. bars) and
from VLTs placed in gaming halls, in both cases after prize payouts, and excluding the site owner’ s share. It also
includes revenues from our start-up Internet gaming operations.

Operating revenue increased by €86.8 million, or 63.2%, to €224.2 million in 2011 from €137.4 millionin
2010, dueto: the increase in the number of VLTS, the consolidation of the Caserta hall (acquired in the three months
ended December 30, 2010) and machine operators acquired in 2011: (FG Slot Services (acquired in the three months
ended March 31, 2011), Gap Games (acquired in the three months ended June 30, 2011), and Gaming Re (acquired
in the three months ended September 30, 2011)), partialy offset by a decrease in the net win per AWP per day.

Operating Expenses. Operating expenses increased by €58.3 million, or 44.3%, to €189.8 million in 2011 from
€131.5 million in 2010. The key changes in operating expenses were as follows:

e Consumption and Other External Expenses. Consumption and other external expenses, which principally
includes food and beverage cost of salesin the gaming halls. Consumption and other external expenses
increased by €0.5 million, or 21.7%, to €2.8 million in 2011 from €2.3 million in 2010. The increase was
principally attributable to increased food and beverage sales, which partly resulted from the consolidation
of the Caserta hall.

o Personnel Expenses. Personnel expensesincreased by €8.5 million, or 30.4%, to €36.5 million in 2011
from €28.0 million in 2010. The increase was principally attributable to an increase in personnel associated
with the acquisition of the Caserta hall and of the AWP machine operators as well as the increase in the
number of VLTSs.
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e Depreciation. Depreciation increased by €2.4 million, or 30.4%, to €10.3 million in 2011 from €7.9
million in 2010. The increase was principally attributable to the consolidation of the Caserta hall and the
acquired AWP machines operators as well as refurbishments of the gaming halls associated with the
increase in the number of VLTs.

e Amortization. Amortization increased by €3.6 million to €4.8 million in 2011 from €1.2 million in 2010.
The increase was principally associated with the amortization of the VLT rights and the recording, in the
three months ended June 30, 2011 of a non-recurring amortization regularization totalling €0.6 million.

e Variationin Provisions for Trade Transactions. Variation in provisions for trade transactions decreased by
€4.1 million, to aloss of €5.2 million in 2011 from aloss of €1.1 million in 2010. The increase was
principally attributable to the recording of a provision related associated with the purchase of Gaming Re.

e Other Operating Expenses. Other operating expenses, which include gaming and other taxes, marketing
expenses, lease payments, and others increased by €47.4 million, or 50.9%, to €140.6 million in 2011 from
€93.2 million in 2010. Theincrease was principaly attributable to an increase in operating expenses,
including gaming taxes, primarily associated with an increase in the number of VLTs and the consolidation
of the Caserta hall and the acquired AWP machine operators, and to alesser extent, to the Internet gaming
start-up. Thisincrease was partially offset by a€3.5 million non-recurring tax reversal recorded in the three
months ended June 30, 2011 resulting from the recal culation of the 2010 PREU (gaming tax) by the Italian
regulator and the reclassification of €1.3 millionin VLT costs from operating expenses to financial
expenses and lower liability.

Gains or Losses on Asset Disposals or Acquisitions. Gains or losses on asset disposals or acquisitions was nil
in 2011 compared to aloss of €0.2 million in 2010.

Operating Profit. Operating profit increased by €28.7 million to €34.4 million in 2011 from €5.7 millionin
2010. Operating margin increased to 15.3% in 2011 from 4.1% in 2010.

EBITDA. EBITDA increased by €30.4 million to €44.3 million in 2011 from €13.9 million in 2010. The
increase in EBITDA was principally attributable to the installation of VLTs, and the consolidation of the Caserta
hall and the acquired AWP machine operators. EBITDA margin increased to 19.8% in 2011 from 10.1% in 2010.
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Spain

Year ended
December 31,
2010 2011 % change
(€in millions, except per centages)
(unaudited)

OPEraiNg FEVENUE........ccuetiieiirtiieieriere ettt ettt e 199.0 165.7 (16.7%)
Operating expenses.

Consumption and other external EXPeNnSES .........cvvvreerireiereneereeenes 8.3 7.8 (6.0%)

PErsONNEl EXPENSES.......cueiuiieiiriie e 414 42.7 3.1%

DEPIECIALTION ...ttt b 19.8 20.2 2.0%

Amortization of intangible aSSetS ..o 16.2 133 (17.9%)

Variation in provisions for trade transactions...........ccccoeeevernenecnenienes 20 35 75.0%

IMPEITMENE TESE ...t - 41 n.a.

Other operating expenses: 107.2 95.6 (10.8%)

Gaming and Other TAXES.........ccoviererere e 735 69.3 (5.7%)

MaChine rental COSES. .......oouruiririeireree et 0.3 0.3 0.0%

OBNEFS .. e e e 334 26.0 (22.2%)

Total Operating EXPENSES. ......vveeririeerieriee et 194.9 187.2 (4.0%)

Gains or losses on asset disposals Or acqUISItIONS ........cceeerveereeniecnineenne 32 (1.9 n.a.

OPEratiNng PrOfil .. .c.eeveeeeirieeeerieree e 7.3 (22.9) n.a.

EBITDAD oo 421 19.6 (53.4%)

(1) Span Internet, which recorded an EBITDA loss of €2.5 million in 2010, was in 2010 reported as a separate category under Other Operations, but is now
included under Spain.

Operating Revenue. Operating revenue in Spain comprises revenues obtained from AWP machines and from
sports betting services, including self-service terminals, which we operate at third-party locations (for example, bars
and gaming halls) after prize payouts, and excluding the site owner’ s share as well as ancillary services provided to
site owners. Operating revenue also includes revenue obtained in our gaming halls from bingo cards sales, sports
bets, AWP machines, in each case, after prize payouts, as well as revenue from food and beverage sales at these
halls.

Operating revenue decreased by €33.3 million, or 16.7%, to €165.7 million in 2011 from €199.0 million in
2010, as aresult of adecrease in the net win per machine per day due to the total smoking ban implemented on
January 2, 2011, adverse macroeconomic conditions, and dilution of the positive effect of regulatory changes which
came into effect in Madrid and Extremadura in the second half of 2009 and in the Basgue region in the three months
ended March 31, 2010. Operating revenue in the bingo hall aso decreased as a result of the total smoking ban, the
adverse macroeconomic conditions and an increase in the bingo prize payout (from 65% to 71%) introduced on
January 1, 2011. The decrease was partially offset by an increase of revenue from sports betting resulting from
product improvements and an increase in the number of locations, mainly in the Basque region and Navarra.

Operating Expenses. Operating expenses decreased by €7.7 million, or 4.0%, to €187.2 million in 2011 from
€194.9 million in 2010. The key changes in operating expenses were as follows:

e Consumption and Other External Expenses. Consumption and other external expenses include paymentsto
certain AWP operators with whom we enter into collaboration agreements, costs related to ancillary
services provided to site owners and other costs, including food and beverage, incurred at our gaming halls
and sports betting locations. Consumption and other external expenses decreased by €0.5 million, or 6.0%,
to €7.8 million in 2011 from €8.3 million in 2010, principaly attributable to the decrease in payments to
machine operators.

e Personnel Expenses. Personnel expensesincreased by €1.3 million, or 3.1%, to €42.7 million in 2011 from
€41.4 million in 2010. The increase was principally attributable to an increase in payroll due to inflation
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and to an increase in personnel caused by the growth of the sports betting business. Personnel expensesin
2011 included a €1.0 million non-recurring restructuring charge compared to €0.5 million recorded in 2010
for asimilar concept.

e Depreciation. Depreciation increased by €0.4 million, or 2.0%, to €20.2 million in 2011 from €19.8
million in 2010, principally attributable to the increase in the number of self-service sports betting
terminals.

e Amortization. Amortization decreased by €2.9 million, or 17.9%, to €13.3 million in 2011 from €16.2
million in 2010 as aresult of the reduction in exclusivity payments to bar owners, which are conditional on
the performance of the machines.

e Variationin Provisions for Trade Transactions. Variation in provisions for trade transactions increased by
€1.5 million, or 75.0%, to €3.5 million in 2011 from €2.0 million in 2010.

e Other Operating Expenses. Other operating expenses, which include gaming and other taxes, marketing
expenses, lease payments, expenses related to the Internet start-up and others, decreased by €11.6 million,
or 10.8%, to €95.6 million in 2011 from €107.2 million in 2010, principaly attributable to: adecreasein
gaming taxes as aresult of the reduction in the bingo gaming tax beginning January 1, 2011, a decreasein
the number of bingo cards sold as a result of the total smoking ban and the adverse macroeconomic
conditions, cost reduction initiatives. The decrease was partly offset by the absence in 2011 of a non-
recurring provision reversal of €0.5 million recorded in the three months ended March 31, 2010.

Gains or Losses on Asset Digposals or Acquisitions. Gains or losses on asset disposals or acquisitions was a
loss of €1.4 million in 2011, compared to again of €3.2 million in 2010, principally attributable to the absence, in
2011, of anon-recurring gain of €7.5 million recorded in 2010 associated with the consolidation of the sports betting
operations following the purchase of William Hill’ s stake.

Operating Profit. Operating profit decreased by €30.2 million to aloss of €22.9 million in 2011 from again of
€7.3 million in 2010.

EBITDA. EBITDA decreased by €22.5 million, or 53.4%, to €19.6 million in 2011 from €42.1 million in 2010.
Theincrease in EBITDA was principally attributable to the reduction in the net win per machine per day as aresult
of the total smoking ban implemented on January 2, 2012 and the adverse macroeconomic conditions. EBITDA
margin decreased to 11.8% in 2011, compared to 21.2% in 2010.
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Other Operations

Other Operations includes the results of our operations in Panama, Uruguay, Colombia and Brazil, but excludes
Corporate Overhead.

Operating Revenue. Operating revenue increased by €30.2 million, or 27.6%, to €139.8 million in 2011 from
€109.6 million in 2011. The increase in operating revenue was principally attributable to the increase in: Panama
(€24.7 million) principally due to the consolidation of the six acquired casinos and the re-opening of the Casino
Colén (both beginning in the three months ended September 30, 2010), partially offset by the devaluation of the
U.S. dollar against the euro; Uruguay (€3.4 million) due to an increase in the number of machinesinstalled
(including the opening of afifth gaming hall in the three months ended September 30, 2011) and in the net win per
machine per day, partially offset by the depreciation of the Uruguayan peso against the euro; and Colombia (€1.4
million) due to an increase in the net win per machine per day, partially offset by the depreciation of the Colombian
peso against the euro.

Operating Expenses. Operating expenses increased by €20.1 million, or 17.4%, to €135.5 million in 2011 from
€115.4 million in 2010. This increase was mainly attributable to Panama (€16.8 million) due to the consolidation of
the six acquired casinos and the re-opening of Casino Colon, partially offset by lower non-recurring expenses, €1.4
million associated with corporate socia responsibility projectsin 2011 compared to €4.0 million associated with the
acquisitions, corporate socia responsibility projects and other non-recurring provisionsin 2010, as well the
depreciation of the U.S. dollar against the euro; and to Uruguay (€3.1 million) due to costs associated with the
Carrasco Hotel and Casino project, partially offset by the depreciation of the Uruguayan peso against the euro. In
Colombia, operating expenses increased by €0.7 million mainly due to the recording in the three months ended
December 31, 2011 of a€0.8 million non-recurring fiscal provision.

Operating Profit. Operating profit increased by €10.1 million, to again of €4.3 million in 2011 from aloss of
€5.8 million in 2010.

EBITDA. EBITDA increased by €15.9 million, to €26.5 million in 2011 from €10.6 million in 2010. The
increase in EBITDA was principally attributable to: Panama (€13.5 million) primarily associated with the
consolidation of the six acquired casinos and the re-opening of Casino Colén and the lower non-recurring charges
registered in 2011 compared to 2010; Brazil (€1.2 million) due to the absence, in 2011, of a€1.0 million non-
recurring fiscal provision recorded in 2010; Uruguay (€0.7 million) due to an increase in the number of machines
installed, partialy offset by the Carrasco Hotel and Casino projects as well as the depreciation of the Uruguayan
peso against the euro; and Colombia (€0.5 million) primarily as aresult of an increase in the net win per machine
per day, partially offset by the non-recurring fiscal provision, the depreciation of the Colombian peso against the
euro, and a decrease in the number of machinesinstalled. EBITDA margin increased to 19.0% in 2011 from 9.7% in
2010.
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Liquidity and Capital Resources
Liquidity

To date, our and our subsidiaries’ liquidity needs have been met principally from proceeds from the offerings of
senior notes, including the Notes, cash flow from operating activities and borrowings under credit facilities and
other bank borrowings.

The following table provides a profile of our liabilities under IFRS at December 31, 2010 and 2011.

Asat December 31,

2010 2011
(audited)
(€in millions)
Short term debt payable to credit iNSHIULIONS.........cccoeieii i 37.2 455
Other cUITeNt lIEDITTIESM............ovveoeeeeeeeeeceeeeeee et 289.3 347.6
Total current HabilItIES .......ceceiececece e 326.5 393.1
Long term debt payable to credit iNSttUtIONS..........ccooveerirerieec e 61.0 59.7
Other long term 1iabilities? @) ... ...t 949.4 997.2
Total 1ong term [IabilitiES® ..ot 1,010.4 1,056.9
TOtal IADIESD ...ttt s e s 1,336.9 1,450.0

(1) Other current liabilities consist of interest accrued on bonds, commercia creditors, other non-commercia obligations and
accrua accounts and others.

(2) Other long-term liabilities consist of the Notes, deferred tax liabilities, other payables, deferred income, provisions and
financial liabilities and minority interests.

(3) Thebalance as at December 31, 2010 was restated as a result of the application of the definite accounting treatment for
businesses acquired in 2010.

On February 8, 2012, Codere Finance (Luxembourg) S.A. issued the Dollar Notes (U.S.$300,000,000). See
“Business—Recent Developments—I ssuance of Dollar Notes'.
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Historical Cash Flows

The following is our consolidated cash flow statement under IFRS for the years ended December 31, 2010 and
2011.

Year ended
December 31,
2010 2011
(audited)

Cash flow from continuing operations: (€in millions)
OPEFAiNG PrOFIT ...veiveeeeeieeeete ettt et st b e et b et bbb 143.8 160.6
Non cash expenses:

Depreciation and amOrtiZAION. ..........ccoveereieerere et 99.8 125.6

E 0] 7= 1 007 01 - S - 41

Other OpErating EXPENSES ......covieeiertirieieetese ettt sr et e bt e e bt st e bt e se b e e e s nnenes 217 133
NON €SN INCOME(IOSS) .....vveerieieeree ettt (9.6) (0.9
Changes in WOrking Capital .............coveiiereiiereee e (16.9) (16.6)
COrPOrate INCOME TBX ...ve.veueetereeueeteseeie et sttt sttt sttt be e se bbb bbbt sbesr et b nn e (39.9) (53.8)
Net Cash from Operating ACLIVITIES........coiiririiiereee e e 199.4 232.3
Capital expenditures™ @ ... ... (109.0) (114.3)
Long term loans and recaivables™ @ ...............oovioeeeeeeeeeeeeeeeeeeee e 11.2 2.8
INVESIMENES® @) oottt es s snrean (435) (7.2)
Net Cash Used in INVeStiNg ACLIVITIES .....ccoi i e (141.3) (118.7)
Issuance of NOtES N JUIY 2010........ccuiirieriirieirieeeere et 100.0 -
Net change in finanCial BBt .............oo.oveeeeeeeeeeeee e 9.9 16.4
Net change in other Dank [08NS..........ccoieiirie e e (26.5) (0.3)
DAY Y0 = g To Y (= ) OSSP (2.3) (2.3)
Net change in other debt and contingent payments® ..............cooooovveereerereeseeeereeesseeeieeeens (80.8) (2.5)
Net investment iN treasury ShareS..........coci i e (0.2) (0.7)
INEEFESE INCOME ...ttt bbbt bbbt bbbt et nb s 31 44
B = =S 0 1S TSRS (70.9) (78.3)
Net cash effect of exchange rate ChanQes .......oovee e 47 2.7
Net Cash used in FINANCING ACLIVITIES ... (62.9) (66.0)
Effects of exchange rate fluCtuations'”) ............ccc.oeveeeeeeeeeeeereeeeeeeeeeeeseeseee s 5.2 (2.5)
Net Change in Cash POSILION .......ccoviriiiieiieesese e et 04 45.1
Reconciliation

Cash at beginning Of PEITOU.........cviiieiiie s 90.2 90.6

Cash at end OF PEMTOM.........ceiirieiririeee e 90.6 135.7

Change in Cash POSITION........ceeiriiiri et enas 04 45.1

(1) Reflects accrued amounts, including any related contingent payments. Financing of deferments of these investments are
recorded under “Net change in other debt and contingent payments”.

(2) Capital expenditures primarily consist of investments to maintain or improve the quality of our facilities, to build out and
equip our premises, to purchase new gaming machines and to make exclusivity payments to site ownersin connection with
contracts to install our machines in their establishments.

(3) Includes, until June 30, 2010, amounts related to building out and equipping halls sold to Grupo Caliente. Before we agreed
with Grupo Caliente to restructure our previous contractual relationship on July 16, 2010, Grupo Caliente paid for such halls
over afive-year period. Loans to site owners and other loans are also included.

35



(4) Includes expenditures relating to acquisitions. Excludesin 2011 cash at Gap Games at the time of the purchase (€1.0
million) which, in the three months ended June 30, 2011, was reported as a reduction in the amount of the investment, but is
now reported under “Net change in other debt and contingent payments”.

(5) Includes our Senior Credit Facility, 50% of notesissued by Hipica Rioplatense Uruguay (HRU), our joint venturein
Uruguay and, in 2010, interests accrued and discount and expenses related to the Notes issued in July, 2010.

(6) Reflects movementsin temporary financia investments such as vendor financing, contingent payments related to
investments, the payment of deferred gaming taxes, expenses related to the Notesissued in July 2010 and the Senior Credit
Facility renewed in June 2010 and, beginning in 2011, the cash at the entities acquired, at the time of the purchase.

(7) Includesthe effect of exchange rate fluctuations in the conversion of balances to euro.

Cash Flow for the Year Ended December 31, 2011

Net cash from operating activities for the year ended December 31, 2011 was €232.3 million, an increase of 16.5%
from €199.4 million for 2010.

Net cash used in financing activities was €66.0 million in 2011, the principal drivers of which were asfollows:

e A netincreasein changesin financial debt of €16.4 million resulting from amounts drawn under the Senior
Credit Facility (€10.0 million), the issuance of the new HRU bond amounting to €11.1 million, partially
offset by the amortization of the old HRU bond (€4.7 million).

e Negative variation in other debt and contingent payments of €2.5 million, which consists of a net decrease
in vendor financing of €2.6 million, adecrease in liabilities associated with the deferral of gaming taxesin
Spain (€7.6 million), adecrease in financial assets of €3.5 million, costs associated with the issuance of the
new HRU bond amounting €0.2 million and the positive impact of cash balances held by the Italian
companies acquired in the period (€4.4 million). The €2.6 million net decrease in vendor financing consists
of apositive variation of €16.0 million principally reflecting investments in machinesin Argentina,
Mexico, Uruguay, Panama, and the acquisition of an AWP operator in Italy (Gap Games) and a negative
variation of €18.6 million principally reflecting the payment of the deferred portion of the minority
acquisition in Argentina (€5.4 million) and the payment of capital expendituresin Mexico, Italy and Spain.

e A net decreasein other bank loans of €0.3 million, primarily due to an increase in debt in Panama, Italy and
Spain, partially offset by amortizations, primarily in Mexico.

e €0.7 million invested in treasury shares, as part of the liquidity contract.

e Dividends paid to non-controlling interests of €2.3 million, financial expenses paid of €78.3 million,
financial income of €4.4 million and a net negative variation of €2.7 million related to changesin exchange
rates (€14.7 million in negative variations and €12.0 million in positive variations).

We used cash for capital expenditures for intangible and fixed assets (€114.3 million) and received a net of €2.8
million in long term loans and receivables consisting of: a net decrease of €2.6 associated with long-term loans
provided to Spain site owners (repayments of €3.4 million, net of €6.0 million in loans) and a net decrease of €0.2
million associated with long-term loans provided to Italy site owners (repayments of €13.0 million, net of loans of
€13.2 million). We used €5.2 million for the acquisition of AWP operatorsin Italy (Gap games and Gaming Re) and
€2.0 million for the ICELA option.

Variationsin foreign exchange rates (in the conversion of the cash balances) resulted in a negative impact of
€2.5 million.

In 2011, we had anet increase in cash and cash equivalents of €45.1 million.
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Working Capital Requirements

The following table, which is derived from our consolidated cash flow statement under IFRS, sets forth
movementsin our working capital for the periods indicated:

Year ended
December 31,
2010 2011
(unaudited)
(€in millions)
Variationsin:
RECEIVADIES......ceeeietiieee bbbttt bbb (25.1) (12.0)
TV 01 0] 1= TSR 04 (1.8)
PAY@DIES......ceeecie et 12.3 (2.3)
Prepaia EXPENSES .....ocviiieiie ittt ettt st et b et e e e bbb ae e e b e 2.8 (2.4)
DEfEITEO TNCOMB. ..ottt b bbbt e e bt sae b e s e eneens (0.2) -
DEfEITEO EXPENSES ...ttt st b e bbbt e e b et e besbesbe e e eneeneens (0.1 (0.9)
1O 1 0= USSR (7.0) -
L1 L= | (16.9) (16.6)

The operation of our various businesses, in the aggregate, is not working capital intensive. We manage our
working capital requirements on a decentralized basis and have historically funded our working capital requirements
through funds generated from our operating activities and from borrowings under our Senior Credit Facility.

During the periods under review, our working capital needs have been principally driven by receivables and
inventories in our Mexico business as well as receivables from clients of Codere Network. During 2011, we
recorded €9.7 million in payables related to our request for deferral of gaming taxesin Spain.

We anticipate that our working capital requirements in the foreseeable future will generally be stable. However,
these requirements can fluctuate for a variety of reasons, including movements in receivables from clients of Codere
Network, payables related to our request for deferral of gaming taxes in Spain, corporate income tax receivables
relating to tax payments to the Mexican government and exchange rate fluctuations.
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Capital Expendituresand Investments

The following table sets forth our total capital expenditures, excluding capitalized expenses, by geographical
area and, based on management’s estimates, divided between maintenance and growth capital expenditures for the
period indicated. We generaly classify capital expenditures as growth capital expenditures to the extent that they
relate to increasing the number of slot machinesin our portfolio, increasing the number of bingo seatsin our gaming
halls or otherwise expanding our business. Maintenance capital expenditures are capital expenditures that are not
related to expanding our business.

Year ended
December 31
2010 2011
(unaudited)
(€in millions)

HOIAING COMPANY ......veiiiciicieeee ettt ettt e e sae s besresresreeseeneenneneesrens 0.3 14
IMAINEENGNCE. ... oottt ettt et ettt be e sbeeresaeesbeesbeenbeeabeeraesbeesbeebeenbesnsesaeas 0.3 14
LT 1111 o TSRO — —

F N 0= 41174 7= SRS TRS 294 26.2
IMAINEENANCE. .......veeiireeeeee sttt eee e st e e tee e sab e e eaee e saeeesbeeesaseesaeeesbeeebeeesseeesesesseesnsenas 16.0 13.2
(0,11 o OSSPSR OURRRPROOt 134 13.0
IVLEXICO ...ttt et ettt ettt ettt e et e et e e st e e be e e ebeeeaae e s beeeeseesnbeeeabeeenbeeebeesabeseaseeenbeseseesnrenan 13.8 229
IMAINEENANCE. ....eccuveeiteeetee ettt st et e e stee e be e e s beesbe e e ebeeeabeesbeesabeesabeesabeesabeesabeesareessseas 0.1 16.7
GIOWLEN. ...t ettt et e e s bb e e be e e sbeeeebee e sbeeeeaeeesbeeenseeesbeeenneensns 13.7 6.2
FEBIY et b et e et bbbt e e e bR e be bt ebeene e e et neens 29.8 135
[ =T 010 = YRS 35 8.0
L1017/ 1 o FO SRR PPR R 26.3 55
0= T o TSP 24.2 20.7
IMAINEENANCE. .....cveeitee et cctee ettt et e s ebe e e e e st e e e abe e sbeeeabeesabeeeaseesabeessseesaseesseeesaseenseeas 19.5 18.3
€101,/ 1 o OSSR PP 4.7 24
PANAIMAL ...t e e et e e e e b e e e e sabe e e e e bbeeeeanneeeeabeeaeeaareeaanns 34.7 7.4
MAINEENBINCE. ....ee it ereeciee ettt e et ettt e ste e stee e saeeeebeeesaee e besesseeebesaebeesnbesaseesabessnseesarens 2.8 5.6
€707, 1 o SRR PR 31.9 18
(o] o]0 0] o = SRRSO 29 6.8
Y = 1= =1 0 YRR 29 4.0
€707, 1 o SRR — 2.8
UTUGUAEY .ttt se e n b bt n e sa e n e e b e s st e e s e ne e nenneene s 6.0 195
Y =] 1= =1 0 YOS 1.2 14
L7017, 1 o OO PRR 4.8 18.1
T4 | DO PRT 0.2 0.3
Y ] 1= =T oY 0.2 0.1
L7017, 1 o OO — 0.2
Lo e Y= T 01 (= 7= (o =T 46.5 68.7
TOtAl GIOWEN ... .ottt sbe b e eareeaeeebeesbeesbeearenn 94.8 50.0
QI = O o = S 141.3 118.7

We invested an aggregate amount of €260.0 million, excluding capitalized expenses, during 2010 and 2011.
Our investing activities during 2010 and 2011 included the following capital expenditures, long-term loans and
receivables and investments:
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Year ended
December 31,

2010 2011
(unaudited)
(€in millions)

[ [T [T To T @0 4070 =1 0| RO 0.3 14
Capital EXPENAITUIES .......ocveieieecec et sa b sre e nns 0.3 14
Long term [0ans and reCaIVaDIES .........ccccviireeeeeeese s — —
INVESIMENTS. ... e e sr e nn e r e r e e nnnenrne s — —

F N 1= 0111 7= USSR 29.4 26.2
Capital EXPENAITUIES ......c.eoieeeecie e st a e e e sresresnenneas 29.4 26.2
Long term [0ans and reCaIVabIES .........cceiireieceecee e e e — —
INVESIMENTS. ...t e sr e sn e e n e sne e n e r e e nnnennnens — —

L= oo SRS 13.8 229
Capital EXPENAITUIES ......c.veieeese e e e st r e e e e eesresresreereas 215 20.9
Long term [0ans and reCaiVabIES .........ccvciieiieesee e (7.7) —
NVESEMIBNTS. ...ttt et bbbttt se e e b e sre e — 20

FEAIY ettt n bt e bt n bt ne e tenennn 29.8 135
Capital EXPENAITUIES ......cvecvecieciece et s re st b e enaeseeneas 17.7 8.5
Long term [0ans and reCaiVabIES ... e s 0.2 (0.2
INVESIMENTS. ...ttt sr e nn e s e e sreesr e e r e e resnnenrnens 11.9 52

S o T TSRS 189 18.0
Capital EXPENAITUIES ........eeiieieeree e e 221 20.6
Long-term [0ans and reCaiVabIES.........cccuvicirieree s 3.7 (2.6)
INVESIMENTS. ...ttt sb e e e e s ae e e ae e b e e b e e sresneesneenneas 0.5 —

L@ 1 0 SO 49.1 36.7
Capital EXPENAITUIES ......c.eoieiieie et e b e b e ene s 18.0 36.7
Long-term [0ans and reCaIVaDIES..........ooo e s — —
INVESIMENTS. ...ttt s e e s e e se e e e e e e e sseesbe e beenreennesrnens 311 —

Total capital EXPENAITUIES.......c..coireee e e e 109.0 114.3

Total long-term 10ans and reCaiVaDIES ... e (11.2) (2.8

TOLA INVESIMENTS. ..ottt et st st b e et e s sbeneeneas 435 7.2

Total cash invested excluding CapitaliZed EXPENSES ................eeveereereerseeseeseeeseeseeseeeeeee 141.3 118.7

We expect to invest approximately €150.0 million in our existing businesses during the course of 2012
(excluding capex invested in the ICELA Acquisition, see “Business—Recent Developments—ICELA Acquisition
Agreement”), including approximately €42.0 million in Argentina, €21.0 million in Spain, €19.0 million in Italy,
€26.0 million in Mexico and €42.0 million in our other operations including Uruguay, Colombia, Brazil, Panama
and corporate headquarters. We expect that these investments will help us grow the slot machine portfolio by 10-
12% in Argentina and 1-3% in Mexico. The investments will be associated with: hall expansions and refurbishments
in Argenting; hall refurbishments, mainly in Legacy Caliente in Mexico; AWP machine renewals and exclusivity
contracts and launch of sports betting in new regions in Spain; selected acquisitions of AWP operators, renewals of
AWP exclusivity contracts, gaming hall refurbishments and machine renewals in Italy; and the Carrasco Hotel and
Casino project in Uruguay. The investments are expected to be evenly divided between growth and maintenance.

Our actual capital expenditures for 2012 may be less than or exceed these amounts. In particular, our actual
capital expenditures may be affected by changes in foreign exchange rates, decisions we make to undertake potential
investments, or acquisitions that we are currently considering or will consider in the future. We expect that these
capital expenditures will be funded primarily through cash from operations and bank borrowings under our existing
credit facilities.
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Contractual Obligations

We have numerous contractual commitments providing for payments relating to warehouses and office
facilities, equipment leases, automobile leases and payments to site owners and certain AWP machine operators with
whom we enter into collaboration agreements in our AWP machine businesses. We aso have, and will continue to
have, payment obligations pursuant to our outstanding borrowings.

Our consolidated contractual obligations as of December 31, 2011 were as follows:

Payments due by period

Lessthan After
Contractual Obligations Total 1 year 1-3years 4years
(unaudited)
(€in millions)
Long-term debt™® .........o.oveeeeeeeeeeee e, 843.4 51.7 791.7
Other long-term debt® ..........coooovivreeeeeeen 54.8 — 28.8 26.0
Short-term debt® ..........oooeveeeeeeeeeeeceeee e, 237 23.7 — —
Capital lease agreements (short-term)® ................. 14.7 14.7 — —
Other obligations (short-term)® ..........c.cocevvveenee. 92.8 928 _ _
Purchase obligations (trade account payable) © ... 119.5 119.5 — —
Total contractual obligations...........cccccevvevieieciiennnns 1,148.8 250.6 80.5 817.7

(1) Includes the Notes and the HRU bonds (€747.8 million and €10.3 million), long-term payable to credit entities (€59.7
million) and the Senior Credit Facility (€25.6 million).

(2) Consistsmainly of the deferred portion of the purchase price of AWP operatorsin Spain (€6.9 million), long-term payments
of exclusivity rights in Spain (€4.2 million), long-term financial leasing (€15.8 million) and long-term payables related to
our request for deferral.

(3) Includes the accrued and unpaid interest on the Notes of €2.6 million, the principal and accrued and unpaid interest on the
HRU bonds of €1.1 million, plus bank loans in Italy (€7.8 million), Mexico (€10.1 million), Panama (€1.1 million) and
Spain (€0.8 million), excluding the Senior Credit Facility.

(4) Includes short-term capital |ease agreements.

(5) Other short-term obligations include deferred gaming taxes in Spain relating to the AWP business (€44.3 million) and
exclude short-term capital |ease agreements.

(6) Includes trade account payable.

On February 8, 2012, Codere Finance (Luxembourg) S.A. issued the Dollar Notes (U.S.$300,000,000). See
“Business—Recent Developments—I ssuance of Dollar Notes'.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet entities and do not utilize significant off-balance sheet arrangements.
Effects of Inflation

Our performance is affected by inflation to alimited extent. In recent years, the impact of inflation on our
operations in Italy and Spain has not been material. However, our international operations, particularly thosein
Latin America, are subject to relatively high inflation rates.

Market and Credit Risks

We are primarily exposed to market risk from changes in interest rates and foreign currency exchange rates. We
manage our exposure to these market risks through our regular operating and financing activities. Financial
instruments that potentially subject usto credit risk consist of cash investments, remaining debt owed to us by Grupo
Caliente and trade receivables. We maintain cash and cash equival ents with financial institutions in Spain with high
credit standards.
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Interest Rate Risks

We are subject to interest rate risks related to our borrowings. Borrowings under the Senior Credit Facility are
principaly in euro with floating interest rates based on EURIBOR or LIBOR. We do not currently hedge our interest
rate exposure and do not expect to do so in the future. See Note 3 to our audited consolidated annual accounts for the
year ended December 31, 2011 for additional information on interest rate risks and a sensitivity analysis on such
risks.

Foreign Currency Risks

Our principal exchange rate exposures relate to the euro-Mexican peso and euro-Argentine peso exchange rates
for trandlation related exposure. We also have trand ation related exposures arising from our operating revenue
generated in the local currencies of Colombia, Brazil and Uruguay (the Colombian peso, Brazilian reais and
Uruguayan peso, respectively) and to the U.S. dollar in Panamawhere the U.S. dollar is the functional currency. We
also have currency trandlation related exposure relating to the U.S. dollar-euro exchange rates, particularly in
Mexico, where certain costs, in particular gaming machine rental costs, are U.S. dollar-denominated or referenced to
the U.S. dollar and where receivables from Legacy Caliente are U.S. dollar-denominated. The issuance of the Dollar
Notes on February 8, 2012 increased our exposure to the U.S. dollar-euro exchange rates, given that the Dollar
Notes are U.S. dollar-denominated. For a more detailed discussion of foreign currency risks, see Note 3 and Note 20
to our audited consolidated annual accounts as of and for the year ended December 31, 2011.

In order to mitigate part of the foreign exchange risk to which we are subject, we enter into hedging agreements
to cover sales for an amount approximately equivalent to 50% of projected EBITDA from our Argentine and
Mexican operations on arolling four-quarter basis. As of the date of this Report, we have in place foreign exchange
forward contracts to purchase atotal of U.S.$118.0 million in exchange for Argentine peso (U.S.$28.0 million,
U.S.$30.0 million, U.S.$30.0 million and U.S.$30.0 million for the three months ended March 31, 2012, June 30,
2012, September 30, 2012 and December 31, 2012, respectively). Our Argentine peso foreign exchange forward
contract which matured during 2011 amounted to a net loss of €2.2 million in the year ended December 31, 2011.
Realized losses on the Mexican peso foreign exchange forward contract which matured during 2011 amounted to
€1.0 million in the year ended December 31, 2011.
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BUSINESS

Overview

We are aleading gaming company engaged in the management of gaming machines, machine halls, bingo
halls, horse racing tracks, casinos and sports betting locationsin Latin America, Italy and Spain. As of December 31,
2011, we managed 57,000 gaming machines, 190 gaming halls (including machine halls, bingo halls with machines,
machine halls at racetracks and casinos), 798 sport betting locations and three horse racing tracks. In 2011, we
generated operating revenue of €1,374.4 million and EBITDA of €289.7 million.

In Argentina, we believe we are the largest operator of gaming halls with 14 gaming halls in which we
operated 5,279 slot machine seats in the Province of Buenos Aires as of December 31, 2011. In 2011, our business
in Argentina generated operating revenue of €553.2 million and EBITDA of €165.2 million.

In Mexico, through ICELA (until recently our joint venture with CIE in which we now hold an 84.8%
stake, see “—Recent Developments—ICELA Acquisition Agreement”), and Legacy Caliente, as of December 31,
2011, we were the largest operator of gaming sites with 94 gaming halls in which we operated 19,571 slot machines.
As of December 31, 2011, we aso operated 83 sports betting locations, and, through ICELA, we operated a 52
hectare gaming complex in Mexico City that included the Las Americas racetrack, an amusement park and the
largest convention center in Mexico. As of December 31, 2011, ICELA and Legacy Caliente held licenses to build
and operate an additional 29 gaming halls. In 2011, our business in Mexico generated operating revenue of
€291.5 million and EBITDA of €61.8 million.

In Italy, we believe we are the leading gaming hall operator with 14 gaming halls as of December 31, 2011
in which we operate VLT and AWP machines and offer bingo. We also operate AWP machines in non-specialized
locations, such as bars. As of December 31, 2011, we operated 5,138 AWPs, 962 VLTs and 5,950 bingo seats, and
11,155 gaming machines (which include the ones operated by us and by other operators) were connected to our
network in Italy. In 2011, our business in Italy generated operating revenue of €224.2 million and EBITDA of
€44.3 million.

In Spain, we believe we are the second largest operator of AWP machines with 14,677 machines located in
over 8,907 bars, restaurants, machine halls and one gaming hall as of December 31, 2011. The gaming hall we
operate is the Canoe gaming hall in Madrid, which features a bingo venue, AWPs and sports betting locations. In
total, we operated 600 sports betting locations in Spain as of December 31, 2011. In 2011, our business in Spain
generated operating revenue of €165.7 million and EBITDA of €19.6 million.

Our Other Operations, which generated operating revenue of €139.8 million and EBITDA of €26.5 million
in 2011, included (i) 12 gaming halls (including 11 casinos and a machine hall at the racetrack), one racetrack and
81 sports betting locations in Panama, (ii) 50 gaming halls, including three casinos, in Colombia, (iii) ajoint venture
in horse racing, five gaming halls and 27 sports betting locations in Uruguay and (iv) seven sports betting locations
in Brazil.

The following table sets forth the number of gaming machines (AWP, slot machines and VLTSs), gaming
halls and other gaming facilities we operated as of December 31, 2011 and the contribution of each of our
businesses to our consolidated operating revenue and EBITDA (in each case, before corporate headquarters
revenues and expenses) for 2011.
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Gaming

machine  Gaming Betting Horse Race Per cent of
seats Halls L ocations Tracks Revenue EBITDA EBITDA
(unaudited)
(€in millions)
Argentina..........ccceeueee 5,279 14 — — 553.2 165.2 52.0%
MEXICO....cveereecreerennnns 19,571 94 83 1 291.5 61.8 19.5%
[taly..oeeeeeceee e 6,100 14 e — 224.2 44.3 14.0%
Spain.....ccoeeereeeeeins 14,677 1 600 — 165.7 19.6 6.2%
Other Operations:
Panama........cccccceeene.e. 3,311 12 81 1 87.0 17.6 5.5%
Colombia.......ccccureeuene 6,224 50 — — 28.9 59 1.9%
uruguay .......ccceeeeeeeennen. 1,838 5 27 1 20.3 3.9 1.2%
BIaZil cooooevveeereereree. — — 7 — 3.6 (0.9) (0.3)%
Total oo, 57,000 190 798 3 1,374.4Y 317.4Y 100.0%

(1) Revenue and EBITDA do not reflect revenues and expenses relating to corporate services provided to each of our four
principal businesses and Other Operations by our Group headquarters (€0.0 million and (€ 27.7) million), respectively, for
2011.

History

Codere, S.A. was founded in December 1980 by the Martinez Sampedro family, Jesis Franco and Joaquin
Franco. Jests Franco and Joaquin Franco own Recreativos Franco, S.A. (“ Recreativos Franco”), one of the largest
gaming machine manufacturersin Spain. At that time, Jests Franco, Joaquin Franco and the Martinez Sampedro
family had established businesses in the operation and distribution of non-prize entertainment games, such as flipper
and pinball. These businesses formed the basis of what is now the Codere Group. Codere, S.A. began AWP
operationsin 1981, mainly in Madrid, and grew rapidly. In 1983, we began our expansion outside Madrid by adding
operations in the Spanish provinces of Cataloniaand Vaenciaand in the following year, we commenced AWP
machine operations in Colombia. As the Spanish AWP market began to mature, we continued our strategy of
expansion in Latin America, diversifying into bingo, sports betting and casinos. We added bingo halls to our
operations in 1991 by opening several bingo hallsin Argentina, in the province of Buenos Aires. We continued to
diversify our gaming operations with the opening of acasino in Latin Americain Cali, Colombiain 1997. In 1998,
we began bingo operations in Mexico with Grupo Caliente. In 1999, we entered the Spanish bingo market with our
acquisition of the Cartaya bingo hall in Valencia and expanded operations in Mexico with CIE. In 2000, our AWP
machine operations continued to grow in Spain with our acquisition of Operibérica S.A.U., which had 3,500 AWP
machines, and we have acquired many additional smaller AWP machine operators since then. We also acquired
Canoe bingo hall in Madrid in 2000, which we developed into one of the largest gaming hallsin Spain and started
operating casinos in Chile. In 2002, our Uruguayan joint venture obtained a license to reopen the historic
Hipddromo de Marofias horse racing track in Uruguay and operate off-track betting agencies and slot machines. In
2002, we a so entered the Italian bingo market through a management contract.

In 2003, we reorganized our business along geographic lines by establishing new intermediate holding
companies for our Spanish operations and our international operations. In 2004, we launched an AWP machine
businessin Italy and continued the expansion of our operations in Mexico and began to install electronic bingo
terminalsin several of our bingo halls. In 2005, we issued €335 million aggregate principal amount of Notes,
acquired the Grupo Royal bingo hallsin Argentina and Operbingo in Italy and we entered the Panamanian market
by acquiring a horse racing track. In January 2006, we sold our non-controlling interests in four casinosin Chile and
instead acquired full ownership of four casinos in Panama. In April 2006, we acquired Rete Franco, one of the ten
government licensees for the provision of AWP network servicesin Italy and in August 2006 opened the first off-
track betting location in Brazil.

In 2006, we separately issued €160.0 million and €165.0 million aggregate principal amount of Notes and the
Martinez Sampedro family entered into an agreement to purchase Jestis and Joaquin Franco's stake in Codere, S.A.
In 2006 and 2007, we acquired two licensees in Mexico, Promojuegos and Mio Games respectively, and in 2007

43



acquired majority stakes in three AWP machine operatorsin Italy. Codere, S.A. priced its PO on October 19, 2007.
Proceeds from the PO were used for the acquisition of a49% interest in ICELA and the purchase of a 10% interest
from a non-controlling interest in our Mexican business.

In 2008, we launched sports betting businesses in Madrid and the Basque region and sold the direct AWP
machine operations and the sports betting joint venturein Italy.

In 2010, we issued €100 million aggregate principal amount of Notes and we purchased six casinosin Panama,
one gaming hall and an AWP operator in Italy and we entered into the Caliente Restructuring, pursuant to which we
acquired a majority stake in the Joint Opcos, which held an aggregate of 46 gaming licensesin Mexico in
March 2011. We also launched online gaming operations and began the installation of VLTsin Italy and launched
sport betting operationsin Navarra, Spain.

In 2011, we completed the Caliente Restructuring, acquired two AWP operators (Gap Games and Gaming Re)
in Italy and launched sports betting operationsin Aragén, Spain.

To date, in 2012, we issued the Dollar Notes and we compl eted the purchase of a 35.8% stakein ICELA. See
“—Recent Developments—Issuance of Dollar Notes’.

Recent Developments
ICELA Acquisition Agreement

On January 25, 2012, we signed a sale and purchase agreement with CIE (the “ICELA Acquisition
Agreement”), pursuant to which we acquired 35.8% of the outstanding ordinary shares of ICELA from CIE on
February 8, 2012 (the “ICELA Acquisition”) for a purchase price of Mex. Ps. 2,653 million (equivalent to
approximately US$209.0 million and €158.0 million as of the date of closing of the acquisition). The acquisition of
the 35.8% stake was in addition to Codere México’'s aready existing 49% stakein ICELA. Until January 31, 2012,
we consolidated our stakein ICELA under the proportional method and, beginning February 1, 2012, we began
consolidating 100% of ICELA in our financia statements.

Smoking Ban in Argentina

The Province of Buenos Aires passed atotal smoking ban in 2009 but exempted venues larger than 400 square
meters and, therefore, our halls were exempt. However, regional authorities have the right to implement stricter
legislation than the provincial legislation. As such, the municipality of Mar del Plata, one of the municipalitiesin the
Province of Buenos Aires where four of our halls are located, strengthened its partial smoking ban instituted in 2007
to atotal smoking banin April 2011. In July 2011, the National Congress of Argentina passed smoking legislation
which bans smoking in al public areas. Because provinces have 180 days to pass provincial legislation
implementing national laws, we expect that the Province of Buenos Aires or one of the municipalities will
implement a smoking ban beginning in the second quarter of 2012, which will affect certain or al of the hallswhich
had been previously exempted from the total smoking ban implemented in the Province of Buenos Aires since
April 2009. The introduction of such smoking ban may reduce the number of clientsin those hallsin the short and
medium term.

Changesin Taxes

In November 2011, the AAMS issued a decree which contained changes to the machine gaming taxesin Italy.
Pursuant to this decree, effective January 1, 2012, the gaming tax (PREU) on VLTsin Italy increased from 2% of
amounts wagered in 2011 to 4% in 2012 and will increase to 4.5% thereafter. In the case of the AWPs, the PREU
tax decreased from 12.6% of amounts wagered in 2011 to 11.8% in 2012, but will increase to 12.7% in 2013 and to
13% in 2015. See “—L.itigation—Other Litigations and Disputes- Italy- “AAMS Litigation”.

Aspart of afiscal decree passed in the Province of Buenos Airesin December 2011, the Province approved an
increase in the gross revenue tax, applicable to all sectors, from 6% to 8% effective January 1, 2012. In our
operations, the gross revenue tax is applied to the net win less gaming tax and payment to the non-profit
organizations.
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In Mexico, Legacy Caliente has been involved in disputes with state tax authorities over the applicability of
state lottery taxes to their gaming halls and obtained injunctions absolving them from the obligation to pay such
taxesin severd states, but certain of the injunctions have expired and the relevant states have claimed the taxesin
2011. Asaresult of these developments, and related matters at ICELA, we began paying (or paying additional) taxes
in certain states and will start paying taxes in other statesin 2012.

I ssuance of Dollar Notes

On February 8, 2012, Codere Finance (Luxembourg) S.A. issued U.S.$300,000,000 aggregate principa amount
of 9.250% senior notes due 2019 (the “Dollar Notes’). The Dollar Notes are general obligations of Codere Finance
(Luxembourg) S.A. and are guaranteed on a senior basis by Codere, S.A. and by Codere Internacional Dos, S.A.U.
and on a senior subordinated basis by certain direct and indirect subsidiaries of Codere, S.A. The proceeds from the
issuance of the Dollar Notes were used (a) to finance the ICELA Acquisition; (b) to repay amounts outstanding
under the Senior Credit Facility and (c) for general corporate purposes.

Our Competitive Strengths
We believe that the following factors contribute to our strong competitive position:

e Leading Positionsin Major Markets. Most markets in which we operate have alimited number of gaming
permits or licenses, limited desirable real estate locations and high levels of protective regulation, which
could make it difficult for new players to enter these markets. We have been afirst mover in targeting local
resident populationsin all of our major markets and now enjoy leading positions in most of these markets.
We have been present in Argentina since licenses were originally awarded to operate bingo hallsin the
early 1990s in the Province of Buenos Aires, and we are currently the largest operator of gaming hallsin
that market. With 14 out of 46 gaming halls, we represent approximately 46% of the market in the Province
of Buenos Airesin terms of net win. In Mexico, a market which we entered in 1998, we are the largest
operator of gaming halls. In Italy, we operate 14 gaming halls and, with a market share of approximately
11% of bingo cards sold, we believe we are the market leader. We believe we are the second largest
operator of AWP machinesin Spain, with 14,677 AWP machines in 8,907 points of sale, including bars,
machine halls and gaming halls, as of December 31, 2011. In Panama, we operate 11 casinos, making us
the leader in the casino market.

e Largeand Diversified Multinational Gaming Operator. Given that most of the markets in which we
operate are characterized by asmall number of large operators and a large number of small operators with
limited numbers of new entrants, our size affords us a competitive advantage with respect to resources and
economies of scale, including in the procurement of gaming machines, which are sourced from many of the
same suppliers across our operations. In addition, our geographic diversification allows us to share best
practices among our operations and enables us to anticipate industry, regulatory and technology trendsin
one market enhanced by our experience in other markets. Geographic diversification also provides us with
abalanced portfolio, reducing our dependence on any given market. For example, in the current economic
downturn our Latin American and Italian operations have helped mitigate the weaker performance of our
operationsin Spain.

e Significant Experience Operating Diverse Gaming Products. We believe our long history of operating
different gaming activitiesin avariety of markets provides us with a competitive advantage in the
management of gaming venues with diversified product offerings, which is the increasing industry trend in
the markets in which we operate. Since becoming one of the first companies to operate AWP machinesin
barsin Spain in the early 1980s through our present operation of gaming halls, racetracks and betting
locations in eight countriesin Latin America and Europe, we have evolved into one of the most diversified
and experienced international gaming operators. During thistime, we have devel oped significant expertise
in managing awide variety of products and have participated in the development of gaming marketsin
many countries. Industry trends indicate a move toward the concentration of different gaming activities,
including gaming machines, paper based bingo, horse races, sports betting and table games on the same
premises. We believe that our experience operating different gaming activities provides us with a
significant advantage over our competitors because we are better placed to anticipate related regul atory
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changes and operate new products and technology. The following are examples of the industry trend
toward concentration from which we have benefited or expect to benefit:

e Argentina. The Province of Buenos Airesfirst allowed slot machines in bingo hallsin 2003 and has
since allowed for increases in the number of machines proportional to the number of bingo seats.

e Mexico. The market in Mexico began with betting locations to which traditional bingo was soon added
and allowed the installation of gaming machines in 2004.

o |taly. Italy permitted the installation of gaming machinesin its bingo hallsin 2007 and of VLTsin
2010.

e  Spain. The Community of Madrid authorized the installation of sports betting and Class B3 machines
in bingo hallsin 2008 and 2009, respectively. The Basque region and Navarra allowed sports betting
machines, alongside AWP machinesin barsin 2007 and 2010, respectively, while Aragén alowed
sports betting machines in gaming hallsin 2011.

e Other. At the racetracks which we operate in Latin America, in addition to taking bets on the races at
the track, we are able to offer bets on other sporting events and operate gaming machines.

Robust Controls and Significant Experience Operating in Regulated Gaming Markets. We have robust
corporate governance policies and procedures, management capabilities, and effective internal controls that
have been crucial to our growth, success and enhanced reputation in the gaming industry. As one of a
limited number of companiesin our industry that is publicly traded, we are subject to high standards of
transparency and integrity in the markets in which we operate, including with respect to compliance, money
laundering, the handling of cash, large prize payouts and transaction authorization. We voluntarily follow
the compliance standards of the Nevada Gaming Commission and have undertaken various other “ best
practices’ initiatives for Spanish publicly traded companies. We have also implemented compliance
policies required by EU Directive 2005/60/EC on money laundering. Having strong internal controlsis
particularly important in the gaming industry because it is heavily regulated and key playersin the industry,
such as regulators and machine suppliers, demand high standards and seek to limit the opportunities
available to companies that do not comply with such standards. In addition, we have acquired valuable
experience complying with regulatory requirements and tax regimes in a diverse range of countries and
regional jurisdictions. In several cases, we have collaborated with gaming regulators in the devel opment of
new gaming regulations or markets. We believe that our strong market positions and close and cooperative
rel ationships with gaming regulators and tax authorities provide us with a competitive advantage over most
of our competitors and make us an attractive partner (for both regulators and competitors) with whom to
develop new gaming businesses.

Recession Resistant Gaming Model Catered to Local Populations. We believe that gaming products
serving the local resident population have been more resilient, particularly in less mature markets, during
global economic downturns, compared to the tourist oriented Las Vegas-style casinos and gaming facilities.
We believe that our low wager, low prize gaming products, which are in locations near our customers
workplaces or homes, offer customers more cost-effective entertainment than the Las V egas-style casinos,
which have more expensive games and require additional expenses for travel, hotel, dining and
entertainment.

Favorable Demographics and Economic Conditionsin Latin America. Latin America presents very
compelling growth prospects given their improving macroeconomic conditions, expanding buying power of
the consumer sector in general. There is significant potential for disposable income expansion as regional
economies grow and consumer financing alternatives expand, which generally results in increased demand
for entertainment products, such as gaming. The confluences of favorable factors throughout the region,
including growth in our target demographic markets, offer an opportunity of profitable growth and the
ability to serve an ever-increasing number of clients.
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Strong Financial Performance. Even in the face of challenging macroeconomic environments, we have
managed strong financia performance in recent years as set forth below.

¢ Resilient EBITDA During Macroeconomic Downturn. Our EBITDA during the global macroeconomic
crisis has been resilient, reflecting a combination of growth in our consolidated operations as well as
discipline in controlling expenses and liquidity. Our EBITDA was€231.1 million in 2009,
€241.1 million in 2010 and €289.7 million in 2011.

e Cash Flow Generation and Flexibility of Investment Program. Despite the globa economic downturn,
we generated €126.3 million of Operating Cash Flow in 2009, €126.3 million in 2010 and €162.0
million in 2011. We a so benefit from the flexibility afforded by our investment program, which
consists of a series of small discretionary investments with very short lead times, including the
expansion of gaming halls in Argentina, the purchase of gaming machinesin Mexico and the
acquisition of small AWP machine operatorsin Italy.

e Reduction in Leverage Snce December 31, 2005. The EBITDA growth we have achieved since our
original issue of Notes in 2005 has enabled us to reduce our leverage in euro to 2.5x in 2011, despite
investments in the aggregate of €1,113.8 million and the strong appreciation of the euro during that
time. On apro formabasis for the ICELA Acquisition and certain other acquisitions, as adjusted our
EBITDA/total net financia debt in euro would have been 2.7x in 2011.

Experienced Management Team and Board of Directors. Our senior management team has extensive
industry experience and our Board of Directors includes prominent individual s with extensive government
and gaming expertise. Our Chief Executive Officer, José Antonio Martinez Sampedro, was a co-founder of
Codere and has overseen the growth of our company from several dozen AWP machinesin Spainto a
geographically diversified operator with a broad gaming product offering. Luis Javier Martinez Sampedro,
the brother of José Antonio Martinez Sampedro and a member of our Board of Directors, is head of our
Latin American operations and has been with us for more than 24 years. In addition, our key operationsin
Argentina, Mexico, Italy and Spain are managed by executives with extensive gaming industry experience
and proven track records of successin related or complementary industries. Our Board of Directors
includes José Ignacio Cases Mendez, who served as the head of the Spanish National Gaming Commission
from 1994 to 1998, Joseph Zappala, who served as U.S. Ambassador to Spain from 1989 to 1992 and has
interests in the gaming sector in the United States, and José Ramon Romero Rodriguez, who has been our
outside legal counsel since July 2002 and has specialized in gaming legislation since 1978. Their
government and gaming experience isimportant to our ability to establish and maintain good relationships
with regulators in the markets in which we operate, which we believe serves to distinguish us from our
competitors.

Our Strategy

Our goal isto continue to maximize the cash flow generation and profitability of our businesses by growing our
existing businesses and making selective acquisitions, entering into new markets where there are opportunities to
achieve aleading market position, participating in additional gaming activitiesin our existing markets, and pursuing
regulatory improvementsin al of the marketsin which we operate. The key elements of this strategy are:

Leverage Strong Positionsin our Principal Gaming Markets. We intend to continue to consolidate and
build on our leading positionsin attractive gaming markets.

e Argentina. We expect to invest in the further expansion of our slot machine portfolio in the Province of
Buenos Aires as well as in the continued introduction of the latest technology in our gaming hallsto
satisfy unmet demand and maintain our leading market share.

e Mexico. We continue to expand existing halls and deploy gaming machines to capitalize on and
maintain our first mover advantage in this rapidly growing market. We will also continue to focus on
improving the competitive position of the Legacy Caliente and ICELA operations, including through
additional hall refurbishments. We believe that through our majority participation in both operations

47



following the consummation of the ICELA Acquisition, we will be able to not only improve our
Mexican business, but also to cooperate more closely with the authorities, alongside our Mexican
partners and other large institutional operators in the country, to ensure this very attractive and
underpenetrated market developsin an orderly manner, which will enable the provision of an attractive
offer to the clients, transparency and controls to regulators and an attractive business for operators.

e |taly. We plan to continue growing in the country primarily through developing the VLT rightsto
install machines that we have not yet installed (for which we expect to finadize installations in 2012),
and through increasing the number of AWPs by acquiring other operators or signing new contracts
with bar owners. We are also considering the acquisition of VLT rights as well as existing gaming
hallsin order to install additional VLTs.

e  Spain. Our strategy is focused on enhancing the profitability of the AWP business and continuing to
generate net wins and provide customer service superior to those of our competitors by leveraging our
portfolio of attractive points of sale and AWP machines. Additionally, we expect to continue to expand
the sports betting business in other regions, which will also enable us to leverage our AWP points of
sale, upon the passage of enabling regulation.

e  Other. Following our success with the “racing” business model, which combines horse racing and slot
machines in Uruguay, we have implemented a similar business model in Panama, where we acquired
the Presidente Remdn Racetrack, a horse racing track in Panama City, and in Mexico at the
Las Americas racetrack. We are considering opportunities to develop similar operationsin other Latin
American markets, including Brazil, to the extent permitted by local regulations. Following our
acquisition of Crown Casinos in Panama in 2005, we have opened two casinosin Colombia and more
recently acquired six casinos operated by International Thunderbird Gaming (Panama) Corporation
(“Thunderbird”) under the Fiesta Casino brand. In addition, following the concession of the Carrasco
Hotel and Casino in Uruguay, we and our partners have been refurbishing the site and expect to
commence operations in 2012.

Pursue Selected Growth Opportunities. We believe that acquisitions and new projects in marketsin which
we currently enjoy significant local market share are particularly attractive, since we can leverage our
existing cost structure and relationships with local regulators. We may consider the acquisition of gaming
halls or permitsin Argentina, Mexico and Italy, AWP operatorsin Italy and Spain, and casinosin
Colombia and Panama to increase our presence in these attractive markets. In Brazil, we may expand our
activities to include the operation of gaming machinesin racetracks or bingo halls, provided that enabling
regulation is adopted. Given the size of the country, it could become our largest market. We may also
pursue growth opportunities in geographically complementary markets or other markets in which we can
leverage our expertise.

Focus on Regulated Local Gaming Markets. We will continue to focus on offering gaming activities
oriented toward the local resident population rather than tourist-oriented gaming markets, which requires
investment in capital intensive Las Vegas-style casinos and gaming facilities. We believe that this focus
limits required capital investment, and that these local market-oriented gaming activities generate
significant tax revenue for the jurisdictions in which we operate, ensuring transparent regulation and
political support for these gaming activities.

Internet Activities. Following the launch of the Internet gaming businessin Italy in October 2010, we are
exploring opportunities to expand this business to certain countriesin which we already operate, such as
Spain, Mexico and Uruguay as they adopt specific regulations governing the online gaming industry. We
believe that technological advances and regulatory changes will result in increasing convergence between
online and offline products which will offer us the opportunity to leverage the 30 years of experience we
have garnered operating a variety of gaming products and our relationship with local regulators in eight
countries into the online gaming business.

Maintain Prudent L everage and Continue to | mprove Fiscal Position. We have a proven track record of
investing in projects that result in EBITDA growth and we expect to continue to invest in the business
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while maintaining leverage at levels of approximately 3.0x net debt to EBITDA. In addition, we intend to
continue introducing measures to improve our fiscal position and reduce our consolidated effective tax rate.
Among the measures we are evaluating, or have taken, are improving pre-tax profits of business unitsin
which we have net operating losses, decreasing corporate overhead expenses and increasing intercompany
charges as permitted by local regulation. We aso expect that a sale of a portion of our direct and indirect
interest in our Latin American businesses to strategic or other investors (whether in private or public
transactions) would enable us to reduce our leverage and improve our fiscal position.

e Saleof Stakein Latin American Operations. We believe that asale of astakein our Latin American
operations would enable us to crystallize the value of Codere. Accordingly, we will continue to evaluate the
opportunities for asale of astake in our Latin American operations to strategic or other investorsin private
or public transactions.

e Redenomination of I ndebtednessto U.S. Dollarsor Local Currency. We will continue to pursue
opportunities to redenominate the currency of our indebtedness from euro to local currency (which
generally have a higher correlation to the U.S. dollar than to the euro) and to U.S. dollars, in order to better
match the cash flows in which we generate the majority of our earnings. In 2011, we generated 79.9% of
our consolidated EBITDA (before corporate headquarters revenues and expenses) in Latin American
currencies, while at December 31, 2011 91.3% of our debt was denominated in euro. The issuance of the
Dollar Notes on February 8, 2012, resulted in areduction of the percentage of euro denominated debt.
Assuming favorable market conditions, we expect to continue to pursue opportunities to redenominate the
currency of our indebtednessinto local currency and U.S. dollars in the public debt markets aswell asin
the bank market.

Argentina

In Argentina, we are focused on the devel opment and management of gaming halls, in which the majority of the
profitability is generated by the machines, but we also have a bingo business. As of December 31, 2011, our
Argentina business owned and operated 14 gaming halls with atotal of 5,279 slot and other gaming machine seats
and 9,517 bingo seats. In 2011, our Argentine business generated operating revenue of €553.2 million and EBITDA
of €165.2 million, representing 40.3% of our total consolidated revenues and 52.0% of our consolidated EBITDA
(both before corporate headquarters revenues and expenses).

Operations

Through the combination of the operations we started in Argentinain 1991, and the acquisition of Grupo Royal
in 2005, we believe we have become the industry leader in the bingo and the slot machine markets in the Province of
Buenos Aires, each in terms of operating revenue in 2011.

The following table sets forth certain historical data concerning our Argentine business's operations:

Year ended December 31,

2008 2009 2010 2011
Number of gaming halls (at period end)..........ccoceveerinnieniinieneenee 14 14 14 14
Number of slot machine seats (at period end) ........cccccevvvevrvceneiennenne, 4,485 4,679 5,043 5,279
Net win per slot seat per day (in Argenting Peso)..........ceeeveeerereeerieneas 868.2 989.5 12234 15594
Net win per slot seat per day (iN  UF0)........ceveereererereienereese e 187.5 189.8 236.2 270.2
Number of bingo hall seats (at period end)..........ccceveveeeieieieierinnnn, 7,981 8,308 8,991 9,517
Net win per bingo hall seat per day (in Argenting peso) .........cccceeeevne. 52.4 53.3 58.4 61.2
Net win per bingo hall seat per day (in €Ur0).........c.cooeeerererenienenenienen, 11.3 10.3 11.3 10.6
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The following table sets forth certain information regarding our Argentina business's gaming halls as of December

31, 2011.
Concession Number Slot
Opening Expiration of Bingo Machine Revenuesfor 2011

Name Date Date Seats Seats (Ein millions)®
Bingo San Martin........cccccevevvvievvsnnnnnen, Oct. 1994  June 2021 1,336 719 75,9
Bingo Lomas del Mirador...........c.cocueuee. July 2006  Sep. 2014 1,192 659 70,2
Bingo LanUs........cccocvveeeeeereeresesesinenen, Apr.1992  June 2021 882 512 64,2
Bingo Platense.......cccevveeevevevn e s, June 1992  June 2021 970 559 67,6
Bingo MOron ........ccceeveeveveneneseseseeneen, June 1998  June 2013 814 471 57,6
Bingo San JUSLO .......cccveeeeevrre e, Oct. 1999  Dec. 2014 808 412 49,9
Bingo San Miguél .........cccovvvvvnvvceneenn, May 1999 May 2014 740 412 46,2
Bingo Lomas de Zamora.........c.ccceveuennee, July 1991  June 2021 580 323 36,0
BiNgo SOl ...c.covvvevececeeeeee e, Feb. 1991  June 2021 516 318 25,5
Bingo Ramos Mgjia........cccceevvvrvnnrnenn, Apr.1999  Apr. 2014 572 322 35,8
Bingo del Mar.......cccceeveevevenie e, Sep. 1991  June 2021 450 204 10,2
Bingo Peatonal...........ccccovevveveninvinnsennn, Jan. 1991  June 2021 244 121 6,6
Bingo Temperley .....cccoeevvvvveveceseene, Aug. 2001  Aug. 2016 214 129 51
Bingo PUENO........ccoeeveeieeee e, Jan. 1994  June 2021 199 118 48
TOtA.c.ecieee e 9,517 5,279 555.5
0] Revenues consist of net win for the machine and bingo products, food and beverage sales and other revenues, but exclude gains on the

foreign exchange forward contracts.

All of the halls are located in the Province of Buenos Aires. Nine of our gaming halls are located in the
surrounding areas of the City of Buenos Aires, the areareferred to as Gran Buenos Aires. Oneislocated in the

capital city of the Province, La Plata, and four (Bingo Sol, Bingo Puerto, Bingo Peatonal and Bingo Mar) are located
in the tourist city of Mar del Plata. The gaming halls have an average area of approximately 6.9 thousand square

meters and are open 24 hours a day.

On June 18, 2010 and July 26, 2010, respectively the IPLyC (the gaming regulator of the Province of Buenos
Aires) renewed our San Martin and Puerto licenses, in each case, through June 30, 2021. The resolution pursuant to

which the San Martin license was renewed provides that the license is subject to an up-front renewal fee of
AR$55.5 million (equivalent to approximately €9.5 million as of March 31, 2012) and a canon tax surcharge of
AR$72.3 million (equivalent to approximately €12.4 million as of March 31, 2012). The resolution pursuant to
which the Puerto license was renewed provides that the license is subject to an up-front renewal fee of

AR$5.5 million (equivalent to approximately €0.9 million as of March 31, 2012), and a canon tax surcharge of

AR$7.2 million (equivalent to approximately €1.2 million as of March 31, 2012). The up-front renewal feesfor both
halls were recorded in capital expenditures as intangible asset in the three months ended December 31, 2009. The
canon tax surcharges for both halls are accrued and payable in 60 monthly installments starting in the three months

ended December 31, 2010.
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The following table sets forth certain information regarding our gaming licenses in Argentina.

Canon tax
Original Renovation Renewal Up-front fee surcharge
Hall expir ation date through (in milliong® _ (in milliong)®
Ar$ EURO Ar$ EURO
M@ e e e Sep. 2006  Mar. 2007 June2021 143 25 334 59
Lomas de Zamora..........cccvereeerieneeenieneeens July 2006  June2007 June2021 166 29 386 6.8
SOl June2006  Mar. 2007 June2021 15.6 28 365 6.5
PeatoNal ........ccceveiiriri June2006  May 2007 June2021 5.7 10 134 24
LANUS. .o Apr.2007  Apr.2007 June2021 382 68 89.0 158
PlatenSe.......covecveecteececece e e June 2007 Oct. 2009 June2021 284 50 1378 244
San Martin....cccoeeeieeeceececcece e Oct. 2009  June2010 June2021 555 98 723 128
PUEITO. ... Jan. 2009 July 2010 June2021 55 10 7.2 13
MOFON ...ttt June 2013
RaMOS MEia.......cccevrrinirrriereeene Apr. 2014
SaN MigUEL......ooiic e May 2014
Lomas del Mirador ........ccccoovveevinencnenienenn Sep. 2014
SAN JUSEO ... s Oct. 2014
TeMPENTEY...ccv e Aug. 2016

Datais calculated based on the exchange rate as of December 31, 2011.

Slot machinesthat are installed in gaming halls are similar to the Class |11 machines present in the United
States. In addition, the Argentine gaming halls contain alimited number of non-slot gaming machines, such asa
simulated roulette-type machine. These machines are regulated in the same manner as slot machines. In 2011,
operating revenue generated from slot machines accounted for approximately 88.0% of our consolidated operating

revenue in Argentina.

For our Argentine operations, we buy machines from avariety of U.S. and European manufacturers. We
typically finance the purchase of slot machinesin Argentinaover 18- to 36-month periods. Each machine costs on
average U.S.$24,500 (including duties, taxes and transportation costs).

The following chart sets forth the business model economics for our Argentine slot machine operations:

Amounts Wagered (100%)

Less
Prizes Payout (94%)

Equals
Net Box (Net Win) (6%)
Less
Gaming Taxes (2.0%)

Less
Nonprofit Organizations (0.1%)

Equals
Operator Revenues After Gaming Taxes and
Nonprofit Organizations (3.9%)

Amounts wagered represent the total amount of money
wagered on AWP machines by gaming customers.

Prize payout represents the percentage of amounts
wagered that is required to be paid out to players.
Regulations require a minimum payout of 85%. We
currently pay an average of 94%.

Net box represents amounts wagered |ess prize payouts.

Gaming taxes represent the amount paid to the Province
of Buenos Aires. Canon tax surcharge (an extra gaming
tax) of renewed halls, on average, are an extra 0.45% to
0.75% of amounts wagered in such halls.

Nonprofit organizations represent the amount paid to
such organizations that are required to hold the licenses
by law.

Operator revenues after gaming taxes and nonprofit
organizations represent the percentage of amounts
wagered that we retain as the operator.

Bingo in Argentinais a pari-mutuel gaming activity whereby players wager against one another and not against
the gaming operator. The gaming operator collects wagers on a specific event, and 58% of such wagers are
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distributed to the players in the form of winnings. The remaining percentage of wagers is distributed among the
provincia authorities, the non-profit organizations and the gaming operator, within the percentages set forth in the
regulations.

Operational Systems

An operational system can be cash or cashless depending on whether the individual machines on a slot floor
will or will not accept notes and/or coins. Slot machines in our businesses in Argentina, Panama, Colombia and
Uruguay operate cash systems whereby the machines have bill acceptors. All of these machines, except those
located in venues other than our casinos in the case of Colombia, also operate ticket-in-ticket-out (“TITO”)
transactional systems. These systems are designed to accept a card from the player that contains credit purchased at
the cashier or received by inserting bills in the machine. The introduction of coinless systems increases the average
net win per machine as it increases the productivity of the machine.

Player tracking systems and loyalty programs are the two basic tools for targeted promotion. Player tracking
systems require identification (either by personal identification or by player identification) at the entrance of the hall
in order to monitor slot-playing patterns, including frequency and duration of visits, machine trajectories within the
hall and customer expenditure. Loyalty program members provide basic identification information, the exact content
depends upon privacy regulations, and receive aloyalty card (bar-coded or chip) to collect points which can be
exchanged for gifts, restaurant coupons, cash prizes, trips, and participation in members-only benefits. All of our
businessesin Latin America have developed or implemented different versions of these systems from a variety of
vendors including Bally, Electrochance, and Boldt. In addition, hall managers generally have a good knowledge of
their frequent and high rolling clients.

Main Operating Projects

Our Argentine operations’ principal operating project in the near term is the continued general refurbishment
and updating of our gaming halls, including increasing the number of machines per hall, and renewal of our slot
machine portfolio to ensure that we have an attractive offer for our clients and to meet unmet demand in the
geographical areas where we operate. We also expect to relocate one of our hallsin Mar del Platato amore
attractive location. We have introduced TITO or other coinless systems in the machines in our gaming halls. As of
December 31, 2011, we had completed the installation of TITO or other coinless systems in the mgjority of the
machines in eleven halls (Lomas del Mirador, San Martin, Lanus, Morén, San Justo, San Miguel, Lomas de Zamora,
Ramos Mejia, La Plata, Sol and Puerto) representing 90.1% of the total machine seats operated by usin the Province
of Buenos Aires, an increase from 85.0% as of December 31, 2010.

Competition

We entered the Argentinean gaming market in the early 1990s, when we opened the first bingo hall in the
Province of Buenos Aires. At that time, the Province of Buenos Aires granted 46 bingo licenses for bingo halls that
are still operating. The regulation that permits bingo operations al so restricts the number of bingo halls to the
original 46, limiting direct competition. As of December 31, 2011, we operated 14 gaming hallsin the Province of
Buenos Aires and estimate that 46% of the net wins from the slot machines and bingo businesses operated in the
Province of Buenos Aires were attributable to us. Our main competitors in the Province of Buenos Aires are AGG,
Golden Jack and Grupo Midas, which have three, three and four halls, respectively.

The rest of the private gaming market in the Province of Buenos Airesis limited to government-owned casinos
and racetracks. Casinos in the Province of Buenos Aires are generally restricted to tourist areas (with the exception
of Casino del Tigre, which islocated 50 kilometers from the City of Buenos Aires), and they have approximately
3,800 machinesin aggregate. There are two racetracks in the Province of Buenos Aires, where slot machines are not
allowed. In the City of Buenos Aires there are two casinos operated by Cirsaand local partner, Casino Club and a
racetrack with slot machines in the City of Buenos Aires, which is also operated by Casino Club.

Sales and Marketing
Argentine regulations limit the extent and manner by which we can advertise our gaming activities.
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M exico

Until June 30, 2010, we conducted our operations in Mexico through a management services agreement with
Grupo Cdliente, ajoint venture with CIE (currently ICELA) as well as through the licensees Promojuegos and Mio
Games. On July 1, 2010, the terms of the original management services agreement with Grupo Caliente were
changed and we terminated the contract pursuant to which we constructed or refurbished halls and sold them to
Grupo Cdliente at cost. After COFECO approved the Caliente Restructuring, we began consolidating the operations
acquired from Grupo Caliente and the Joint Opcos under the global method and since April 1, 2011, we have
conducted our operations in Mexico through ICELA (until recently, our joint venture with CIE in which we now
hold a stake of 84.8%) and Legacy Caliente. In 2011, our Mexican operations generated operating revenue of
€291.5 million and EBITDA of €61.8 million, representing 21.2% of our total consolidated revenues and 19.5% of
our consolidated EBITDA (both before corporate headquarters revenues and expenses). The development and
management of gaming halls, in which we manage or operate slot machines, and in certain cases, bingo and sports
betting, is our most significant activity. As of December 31, 2011, our Mexico business operated 94 gaming hallsin
which we operated 19,571 slot machine seats and 83 betting locations. Jointly with ICELA, we operate a 52-hectare
gaming complex in Mexico City, which includes the Las Americas racetrack, an amusement park and the largest
convention center in Mexico. As of December 31, 2011, ICELA and Legacy Caliente held licenses to build and
operate an additional 29 gaming halls.

Mexico ClE—Background and Operations

ClIE isaleading live entertainment company that serves the Spanish- and Portuguese-speaking marketsin Latin
America, the United States and Spain. CIE has interests in companies that offer the following recreational and
entertainment products and services. the operation of entertainment venues and amusement parks; the promotion and
staging of awide variety of live events; the promotion of trade fairs and exhibitions; the sale of sponsorships and
advertising, as well as food, beverage and merchandise at events and venues; and automated ticketing for public
events.

Since 1995, CIE's shares have been traded on the Mexican Stock Exchange under the symbol “CIE B”. In 1998,
asubsidiary of CIE, AMH, was awarded a 25-year concession to operate the Hipédromo de las Américas racetrack
in Mexico City. In connection with this concession, AMH obtained permission to operate 45 off-track betting sites
countrywide for a 25-year period and offer numbers-based games, at these locations. In May 2007, AMH’ slicense
was expanded to develop and operate an additional 20 hallsin addition to the original 45 halls that it was licensed to
operate.

We entered into ajoint venture with CIE in March 1999 to develop and operate bingo halls and sports books in
Mexico (the “original CIE Joint Venture”). The original CIE Joint Venture was operated through Entretenimientos
Recreativos S.A. de C.V., in which our subsidiary Compariia de Inversionas Mexicanas S.A. de C.V. held a 50%
interest less one share and CIE held the remaining 50% interest plus one share. Under the joint venture agreement,
Entretenimientos Recreativos S.A. de C.V. received 98% of the net income generated by all of the joint venture’s
bingo halls and off-track betting activities and the remainder was divided between Compafiia de Inversionas
Mexicanas S.A. de C.V. and CIE.

In November 2007, we changed the nature of our relationship with CIE through the purchase of 49% of ICELA
as described in more detail below, which resulted in a new joint venture (the “Mexico CIE business’). Pursuant to
the agreement, we exchanged our 50% interest in the original CIE joint venture and a cash payment of
U.S.$173.0 million (financed in part by adividend of Mex. Ps. 302.0 million, equal to approximately
U.S.$28.0 million) for the 49% stakein ICELA. The purchase price included a deferred payment of
U.S.$27.0 million, of which approximately U.S.$15.4 million was paid in 2008 (financed through a capital reduction
of Mex. Ps. 400.0 million, of which Mex. Ps. 196.0 million corresponded to Codere). Finally, the purchase price also
included two contingent payments of up to U.S.$12.5 million each. Concurrent with the closing of the transaction,
one of the contingent payment obligations was setisfied by a payment of U.S.$5.4 million. The other contingent
payment of up to U.S.$12.5 million expired and was not due. ICELA includes CIE's Las Américas division and
holds certain gaming related assets previously held directly by CIE, including an exclusivity contract with
International Game Technology (“IGT"), which were contributed to ICELA in connection with the transaction.
ICELA and its subsidiaries are the concessionaire of a 52-hectare gaming complex in Mexico City including the
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Las Américas horse racetrack, licenses to operate up to 65 gaming locations, including the existing locations, an
amusement park and the largest convention center in Mexico.

On February 8, 2012, we completed the purchase of a 35.8% stake in ICELA from CIE for Mex. Ps. 2,653
million (equivalent to approximately U.S.$209.0 million and €158.0 million as of the date of closing of the
acquisition). The acquisition of the 35.8% stake was in addition to Codere México’s already existing 49% stake in
ICELA. Until January 31, 2012, we consolidated our stake in ICELA under the proportional method and, beginning
February 1, 2012, we began consolidating 100% of ICELA in our financial statements.

Pursuant to the ICELA Acquisition Agreement, we have agreed to explore together with CIE potential synergies
between our ICELA and Caliente businesses to reduce corporate overheads and expenses.

Asof December 31, 2011, our Mexico CIE business through ICELA operated 53 bingo halls.

In addition, our Mexico CIE business includes betting operations where customers can bet on horse and dog
races and on sporting events that occur principally in Mexico and the United States. Broadcasts of live horse and
dog races or sporting events are available through a simulcast provided by Grupo Caliente and are displayed on
televisions located in the off-track betting areas of the bingo halls. The Mexico CIE business does not assume any
financial risk for the bets placed at its off-track betting sites. The financial risk is assumed by Grupo Caliente as the
Mexico CIE business acts only as agent and collects a commission of approximately 75% of the amounts wagered
less the prizes.

Mexico Caliente—Background and Operations

The following chart shows a simplified summary of the corporate organization of our Mexico Caliente business:

GRUPO CALIENTE

67.3%

CALIENTE
HOLDCOS

100% LEGACY
CALIENTE

PROMOJUEGOS
MIO GAMES
JOINT OPCOS

Our previous management services agreement with Grupo Caliente focused on the development and
management of bingo halls at its off-track betting sites. Grupo Caliente is owned by the Hank family, a prominent
Mexican family whose members have held various political officesin Mexico over the past 30 years, including
Jorge Hank, who was elected mayor of Tijuanain August 2004. Grupo Caliente is a Mexican company that started
operations on January 1, 1916 with a horse racetrack in Tijuana, Mexico. Since 1950, Grupo Caliente has operated a
greyhound track, with daily racing all year round. Grupo Caliente has developed a network of over 250 off-track
betting sites located in Mexico aswell asin Latin Americaand Europe. In connection with its license to operate the
track, Grupo Caliente was awarded licenses to operate an approximately 90 off-track betting sites (46 of which are
now owned by Codere), which are also authorized to include numbers based games, or bingo halls, throughout
Mexico. Pursuant to the previous management services agreement with Grupo Caliente, as of June 30, 2010, our
Mexico Caliente business operated 49 halls and no sports books. Grupo Caliente’ s licenses to operate the off-track
betting sites and bingo halls expire between 2015 and 2018. In May 1998, we entered into the management services
agreement with Grupo Caliente to devel op and manage bingo halls at Grupo Caliente’ s off-track betting sites.

Under the previous management services agreement, Codere México identified locations for the halls,
negotiated leases, constructed or refurbished the halls, provided equipment, trained all hall employees, and provided
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managers for the halls. Grupo Caliente owned the licenses and the halls and paid the salaries of the hall managers.
Upon completion of the construction of ahall, Codere México sold the hall to Grupo Caliente at cost, fixed in U.S.
dollars at the time of transfer. Grupo Caliente repaid Codere México the construction or refurbishment costs of
bingo halls over afive-year period in 60 equal monthly paymentsin U.S. dollars.

On March 9, 2011, COFECO, the Mexican competition authority, approved the Caliente Restructuring, which
was consummated on March 31, 2011. Consequently, the Caliente Holdcos, the Joint Opcos, Promojuegos and Mio
Games are consolidated in our financial statements from April 1, 2011 for income statement purposes and March 31,
2011 for balance sheet purposes reflecting Grupo Caliente' s stake in each of these entities as non-controlling
interests.

Following the consummation of the Caliente Restructuring, Codere México holds indirectly through the
Caliente Holdcos a 67.3% stake in each of the Joint Opcos, Promojuegos and Mio Games with Grupo Caliente
holding the remaining 32.7%. As of December 31, 2011, the Joint Opcos held an aggregate of 46 gaming permits
and operated 32 hallsin Mexico. As of December 31, 2011, Promojuegos and Mio Games each had alicense and
they held an aggregate of 12 gaming permits, out of which nine were in operation.

The previous management services agreements with Grupo Caliente have been terminated. On July 16, 2010
(with retroactive effect as of July 1, 2010), Codere México and the Joint Opcos entered into new management
services agreements pursuant to which the Joint Opcos pay Codere México an aggregate maximum annual fee of
U.S.$36.4 million through the end of 2014. In connection with the new management services agreements, Codere
México provided transitional assistance services to the Joint Opcos for an aggregate monthly fee of U.S.$1.0 million
until December 31, 2010. In addition, Codere México entered into management services agreements with
Promojuegos and Mio Games pursuant to which these companies pay Codere M éxico an aggregate maximum
annual fee of U.S.$7.6 million through the end of 2014. Payment of the management services fees are made on a
monthly basis.

Operations

The following tables set forth certain historical and operating data for our gaming hallsin Mexico:

Year ended December 31,

2007 2008 2009 2010 2011®

Number of gaming halls (at period end) 94 104 94 96 94
Number of slot machines seats (at period end) 16,788 20,351 17,421 19,299 19,571
Net win per machine per day (in Mexican peso) 958 889 883 881 842
Net win per machine per day (in euro) 63.8 54.5 47.0 52.9 49.0
Number of bingo hall seats (at period end) 15,396 15,460 13,266 12574 13,430
Net win per bingo hall seat per day (in Mexican peso) 177 164 141 114 99.8
Net win per bingo hall seat per day (in euro) 11.8 10.1 75 6.8 5.8
@) Datafor 2009 and the first six months of 2010 have been adjusted to reflect only the operations included in the agreement we entered

into with Grupo Caliente on July 16, 2010, pursuant to which we restructured our previous contractual relationship.

55



The following table contains a description of Codere’ s Mexican gaming permits:

Date of Extension Number Geographic Term
Business Unit Permission of Permits of Permits Restrictions (date of expiry)
ICELA oo, AMH September 1997 65 X  September 2022
Legacy Caliente............ Promojuegos May 2005 10 v® May 2030
Legacy Caliente............ Mio Games May 2005 2 v® May 2030
Legacy Caliente............ Libros Foraneos May 1990 18 v® May 2015
Legacy Caliente............ Severa dates
between October
1993 and Octaber to
Operadora Catabria December 1993 25 v®  November 2018
L egacy Caliente............ Operadorade
Espectaculos
Deportivos June 1992 3 v June 2017
Total .o n.a n.a 123 n.a n.a

Source: Mexican Ministry of Interior (Secretaria de Governacion)

(1) Although certain restriction apply to the relocation of the halls, these can be relocated with the approval of the Secretaria de
Governacion, the Mexican Ministry of Interior, afederal agency which has the exclusive power to regulate gaming, and the
authorization of the local government.

The gaming hallsin Mexico are located in large urban areas of Mexico, such as Mexico City, Monterrey,
Guadalgjara, Puebla and Cancun aswell asin smaller cities. The mgjority of the gaming halls of CIE arein Mexico
City, the Federa Digtrict and in the metropolitan areain the State of Mexico, while Legacy Caliente has less gaming
hallsin this area. Most of the halls operate on a 16-hour schedule.

We and our partners have entered into agreements with leading suppliers of slot machines, including Bally
Technology, Inc. and IGT. As of December 31, 2011, we had 19,571 gaming machines installed. In 2011, we
estimate that operating revenue generated from gaming machines accounted for approximately 70.9% of the total
operating revenue of all the Mexican businesses.

In Mexico we operate an entirely cashless system as the regulation forbids the use of machines that accept cash.
Codere’ s customers at hallsin Mexico purchase credit at the hall entrance and are issued a voucher and a PIN
number. By keying in the PIN number at any terminal, the customer can play and by subsequently keying out, the
customer can terminate the game on one machine and move on to another one. The system will keep track of its
credit balance and, on exit, the customer cashes out by simply handing back the voucher. We have installed player
tracking and loyalty programsin our Mexican halls.

Competition

We began our operations in Mexico in 1988 through our management services agreement with Grupo Caliente
and expanded our operations in 1999 through ICELA, our former joint venture with CIE, in which we now hold an
84.8% stake. In both cases, we participated in the development of the halls where we offered traditional bingo
products pursuant to licenses that these parties owned. Until 2004, when the Mexican government enacted regulation
granting additional licenses to operate gaming facilities throughout the country, we estimate that halls operated
under Grupo Caliente and CIE’ s licenses constituted the majority of private gaming offered in Mexico. Beginning in
2005, the Mexican government granted additional licenses to operate gaming facilities throughout the country. We
estimate that approximately 26 licenses to operate atotal of 513 gaming facilities have been granted by the Mexican
government as of December 31, 2011. Of these, 6 licenses for approximately 123 gaming permits were associated
with Codere and an additional 20 for approximately 390 permits have been granted to third parties. One of these
third-party licenses was granted to Grupo Televisa, alarge Mexican media company, making it our competitor in
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Mexico. At December 31, 2011, Codere, through CIE and Legacy Caliente managed or operated 94 halls, and we
estimate that there were approximately 137 hallsin Mexico opened and operated by third parties at that date.

In addition, thereis a proliferation of gaming hallsillegally operating without the permits required by local
regulation. Theseillegal halls are principally located in Northern Mexico and particularly in the city of Monterrey.
Theseillegal halls are attractive to certain portions of the gaming community in Mexico and affect our
competitivenessin such regions, because most of their operators do not comply with the applicable regulations,
including the payment of gaming taxes. In addition, high crime rates and violence resulting from drug-trafficking
and organized crime are particularly acute in these areas with illegal halls where corruption prevails. For example,
the gaming hall of one of our competitorsin Monterrey was the subject of organized crime-related arson in August
2011, an event which negatively affected our operations through reduced attendance at our gaming halls in the week
following the event as well as through the closure of certain halls as aresult of widespread government inspections.

Under our agreements with Grupo Caliente, we are subject to limitations on operating sports books. Grupo
Caliente must consent to the opening, relocation or transfer of any sports book in Mexico, which consent may not be
unreasonably withheld.

We believe that the Mexican gaming market is not highly penetrated, since additional gaming licenses were
provided only recently in 2005 and it has significant growth potential in light of the fact that total amounts wagered
represent arelatively low percentage of GDP compared to other European or Latin American countries. As such, we
have been focused on securing our first mover advantage in this market and have been increasing our market
position primarily through the deployment of slot machinesin existing halls, as well asimproving the operationsin
the Legacy Caliente business, following severa years of underinvestment in that business as we negotiated the
restructuring of our relationship with Grupo Caliente.

Sales and Marketing

We have begun to advertise our Mexico gaming halls and betting locations in mass media, such as newspapers
and magazines with wide circulation, consistent with Mexican regulations.

Italy

We have been present in the Italian gaming industry since 2001, when we entered the bingo market. Initialy,
our activities were focused on providing management services to bingo halls owned by Operbingo. Currently, we
are focused on the devel opment and management of our 14 gaming halls, the AWP machines placed in bars and
gaming halls, the development of our AWP network and the 1,359 VLT rightsto install an equivalent number of
machines granted therein. In 2011, our Italian business generated operating revenues of €224.2 million and EBITDA
of €44.3 million, representing 16.3% of our consolidated revenues and 14.0% of our consolidated EBITDA (both
before corporate headquarters revenues and expenses).

We began reporting Italy, which was previoudly included in Other Operations, as a principal businessin 2010.
Operations
AWP

Since 2004, the year in which regulation intended to reform the Italian gaming machine industry was
implemented, we have been present in the Italian AWP machine market. We entered the market as an operator of
AWP machines and subsequently acquired a network concessionaire.
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The following table sets forth certain historical data concerning our Italian machine operations, including the
machines installed in our gaming halls:

Year ended December 31,

2008 2009 2010 2011

Number of AWP machines operated (at period end)..........cccceeuenee 2,383 2,181 2178 5,138
Net win per AWP per day (in €Uro) .......cccoeueerenerereneieneseeseseee 703 748 86.0 74.1
Number of VLT machines operated (at period end) .........cccoeveeeruenene — — 402 962
Net win per VLT per day (in €Uro) ......cccoeveeerenenineereseeeesieee — — 176.2 264.1

In the Italian AWP machine business, AWP operators enter into agreements with site owners under which the
operator placesits AWP machines at the sites and provides maintenance services for such AWP machinesin
exchange for avariable fee that is generally equal to 52% of net box after deducting gaming taxes and the cost of the
network provision.

The following chart sets forth the business model economics for our Italian AWP machine operations:

Amounts Wagered (100%) Amounts wagered represents the total amount of money
wagered on AWP machines by gaming customers.

Less Prize payout represents the percentage of amounts

Prizes Payout (75.3%) wagered that must be paid to players of AWP machines
over acycle of acertain number of games, as specified in
applicable regulations.

Equals Net box represents amounts wagered |ess prize payouts.
Net Box (Net Win) (24.7%)
Less Site owner represents the percentage of amounts wagered
Site Owner (5.7%) that is paid to the owner of the site in which the AWP

machineis located.
Equals Operator revenues represent the percentage of amounts
Operator Revenues (19.0%) wagered that we retain as AWP machine operator, prior
to payment of applicable gaming taxes and the
interconnection fee. We recognize this amount as

operating revenue.

Less Gaming taxes represents the amount paid to the state and
Gaming Taxes (13.4%) is the sum of 12.6% of PREU payments and 0.8% of the
canon.
Less Interconnection fee represents the amount paid to the
I nterconnection Fee (0.3%) network by each of the machines connected to it.
Equals Operator  revenues after gaming taxes and
Operator Revenues after Gaming Taxes and interconnection fee represents the percentage of amounts

I nterconnection Fee (5.3%) wagered that we retain as AWP operator.

The Italian regulator has approved certain changes in the regulation which affect gaming taxes. In the case of
the AWPs, gaming taxes will decrease from 12.7% in 2011 to 11.8% in 2012 of amounts wagered and will increase
again in 2013 to 12.7%. The minimum prize pay-out will decrease from 75% to 74% starting in 2013. The negative
effects of an increase in gaming taxes in 2013 are expected to be mitigated by regulation expected to benefit the
operators. The recent modifications have also affected the VLTS, as the gaming tax will increase from 2% in 2011,
t0 4% in 2012 and 4.5% of amounts wagered thereafter.

Given the network’ srole in the industry structure, we have believed from the outset that participation in
ownership and operation of anetwork is critical to profitable growth in the Italian AWP sector, and have sought to
achieve this strategic position via acquisition or joint venture. This objective was achieved through our acquisition
of Codere Network (previously Rete Franco) on April 28, 2006. Codere Network is one of ten government
concessionaires for the provision of AWP network services and had 11,155 machines connected to its network as of
December 31, 2011. With this acquisition, and following the restructuring of our direct machine business in 2008
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and our current focus on indirect operations through the AWP operators in which we acquired majority stakes since
2007, we believe we now have the strategic platform for profitable growth in ltaly.

In August 2009, in order to finance the reconstruction works after the damages caused in Abruzzo by an
earthquake in April 2009, the Italian Parliament authorized the granting of rights for the introduction of VLTsto the
AWP network concessionaires, in proportion to the number of machines connected to their respective networks.
Following such decision, we began installing 1,359 VLT machines during the second half of 2010. Compared to
AWRPs which are stand-alone machines that give prizes depending on a pre-determined cycle of games, VLTsare
more attractive as the machines are connected to a central system that provides the machine with awinning number
based on alottery system that makes the machine more random. VL Ts have higher prize payout (85% vs 75%) and
higher prizes, which could be as high as €500,000 per gaming system compared to a maximum prize of €100 of the
AWPs. In addition, they have significantly lower taxes (2% vs. 13.4% of amounts wagered in 2011) and can be
placed only in gaming halls, bingo halls and betting shops. In December 2010, we acquired a majority stake in FG
Slot Services Sir.l., which is aleading AWP machine operator in the area of Veronawith approximately 620 AWP
machines. In 2011, we purchased two other Italian operators; Gap Gamesin May and Gaming Rein July, which
together operate approximately 2,560 AWP machines. These acquisitions are areflection of the increased
attractiveness of the gaming market in Italy due to recent regulatory changes benefitting gaming operators,
particularly the introduction of VLTs.

Gaming Halls

We have owned bingo halls since December 15, 2005, when we acquired Operbingo, and have since acquired
Bingo Palace, Mortara, Maxibingo and Royal (Caserta), each with one hall, and opened a greenfield bingo hall in
Bologna. Following the enactment of enabling legislation, in 2007 and 2010 we began installing AWPsand VLTS,
respectively at our halls so that today the bingo halls have been transformed into gaming halls in which we offer a
variety of gaming products. Today we own and operate 14 gaming hallsin Italy, of which 13 halls with bingo and
one hall with only machines.

In November 2009, in an effort to boost the bingo sector, the AAMS approved certain changes to relevant
regulation, including an increase in the prize payout from 58% to 70% and a reduction in gaming taxes of the same
amount (from 23.8% to 12%). By increasing the prize payout, bingo is more attractive to the player and tendsto
result in increased wagers as players often choose to play the amounts won. The regulation also permits the
interconnection of bingo halls, and thus the possibility of increased jackpots, under certain conditions.

The following tables set forth the historical development of our Italy gaming hall operations:

Year ended December 31,
2007 2008 2009 2010 2011

Number of gaming halls (at period end)................. 12 12 12 13 14
Number of bingo hall seats (at period end)............. 6,447 5,930 5817 6,071 5,950
Net win per bingo hall seat per day (in euro) ......... 366 330 300 271 24.3
Number of AWPS ..., 480 601 493 480 322
NUMBDEr Of VLTS .o 402 769
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The following table sets forth certain information regarding Operbingo’ s operations as of December 31, 2011:

Concession

Concession Expiration Number of Revenuesfor 2011 (in

Name of Bingo Hall City/Region Date Date Seats millions of €)%

Palace.......cc.ccevnnne. Turin, Piemonte Jan. 2002 Jan. 2014 834 17.8
RE.vceeeeeeee Rome, Lazio Feb. 2002 Feb. 2014 710 26.2
Modernissimo........ Salerno, Campania Mar. 2002  Mar. 2014 401 9.3
Living coooveeeveeienne, Bologna, Emilia Romagna Apr.2002  Apr. 2014 336 3.7
Marconi ................. Vigevano, Lombardia Apr.2002  Apr. 2014 303 3.7
Garbini......ccoceeeeene Viterbo, Lazio Aug. 2002  Aug. 2014 374 7.6
Ariston.......ccoceeenee. Lecce, Puglia Sep. 2002 Sep. 2014 422 10.8
Vittoria.......ccevenee. Parma, Emilia Romagna Jan. 2002 Jan. 2014 418 125
Coladi Rienzo....... Rome, Lazio Dec. 2004  Dec. 2016 395 12.8
Regina.......ccccceuee. Bologna, Emilia Romagna Sep. 2002 Sep. 2014 336 5.0
Mortara.........c.o...... Mortara, Lombardia Mar. 2002  Mar. 2014 306 39
Maxibingo.............. Salerno, Campania Mar. 2002 Mar. 2014 485 6.3
Royal .....cccovvvennene. Caserta, Campania Feb. 2002 Jan. 2014 630 14.4
Total....covieen 5,950 134.0

(1) Revenues consist of net win for the machine and bingo products, food and beverage sales and other revenues.

Our gaming hallsin Italy are located in various regions through all the country such as Roma, Parma, Verona,
Bologna or Lecce. Most of these gaming halls operate on a 18.5-hour schedule.

We are subject to ongoing litigation and disputes regarding the Italian business (see “—L.tigation—Other
Litigation and Disputes—Italy”). We believe that the various charges against the networks reflect in large measure
both arapidly developing regulatory framework and considerable political uncertainty and are entirely inconsistent
both with the economic realities of the business and with the ultimate objective of the Italian government to have a
well regulated gaming machine industry.

Competition

Competition in the Italian AWP machine operation market is highly fragmented. The VLT market is more
concentrated as there are only ten networks that have the rightsto install VL Ts. There are three further networks that
have recently received a provisiona license but they have not yet been granted VLT rights. The largest networks are
Bplus and Lottomatica with approximately 40% of the VLT rights issued. The competition in the bingo gaming
market, as in the case of Spain, isaso highly fragmented and comprises a number of small operations. Its market
shareis 11%, which makes Codere one of the market leaders in the sector.

Sales and Marketing

We started advertizing our gaming halls and website at the end of 2010. We mostly plan local campaigns with a
marketing mix, which include radio, cinema and Internet. In October of this year, we started aloyalty planin our
gaming halls and we plan to extend it to our Internet gaming business.

Spain

Our Spanish business comprises AWP machines, sports betting Business, including self-service terminals as
well as our Canoe gaming hall in Madrid in which we operate machines and bingo. As of December 31, 2011, we
install, maintain, service and collect cash from over 14,677 AWP machines compared to 15,399 as of December 31,
2010, throughout Spain in over 8,907 bars, restaurants machine and gaming halls. The average daily net box per
AWP machine was €42.3 in 2011 and €49.0 in 2010. We believe that the decrease in the net win per machine per
day resulted from atotal smoking ban implemented on January 2, 2011, the adverse macroeconomic conditions and
dilution of the positive effect of regulatory changes. As of December 31, 2011, we had 600 sports betting locations
in Madrid, Navarra, the Basque region and Aragén compared to 461 in December 31, 2010. Codere also owns and
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operates the Canoe gaming hall. In 2011, our Spanish business generated operating revenue of €165.7 million and
EBITDA of €19.6 million, representing 12.1% of our consolidated operating revenues and 6.2% of our consolidated
EBITDA (both before corporate headquarters revenues and expenses), respectively.

In December 2010, the Spanish Government passed atotal smoking ban which became effective in January
2011 and appliesto every closed public venue. The smoking ban appliesto all bars, restaurants and hallsin which
we operate throughout Spain as well as to our Canoe gaming hall.

Following a series of regulatory changesin Spain that progressively alow for more gaming products to be
offered in the same premise (for example, self service terminals for sports betting allowed in bars in the Basque
region, Aragdn and Navarra, sports betting, electronic poker and roulettes and B3/EBTs allowed in gaming halls),
we combined all of our Spanish operations to extract commercial and cost synergies among the businesses. As such,
results previously reported under the Spain AWP, the Spain bingo business and sports betting business units are
reported as a combined unit under Spain since January 1, 2011.

An example of the combination of operationsin Spain isthe recent change we introduced in our Canoe gaming
hall in Madrid. Asahingo hall, Canoe gaming hall is only allowed to be open for 12 hours aday (from 3 p.m. to
3 am.), restricting the play time on the machines |ocated at the hall. In order to maximize profit, we have divided
the Canoe gaming hall into two independent halls. One hall keeps operating as atraditional bingo hall, while the
other hall operates under agaming hall license and is, therefore, permitted to maintain longer hours of operation.
The gaming hall licensed portion of the Canoe gaming hall offers sports betting, AWP and B3 machines as well as
other games such as electronic poker, blackjack and roulette.

Operations

We are amarket |eader in the highly fragmented AWP machine market in Spain and have a significant presence
in most of the regions of Spain, including Madrid, Catalonia and Valencia.

The following table sets forth certain historical data concerning our AWP machine operations in Spain and the
average daily net box per AWP machine:

Year ended December 31,

2008 2009 2010 2011
Number of AWP machines
(at period end)........cooeererene e 15,963 15,587 15,399 14,677
Average daily net win per AWP machine (in euro)®................. 55.7 492 492 42.3
Spanish market average daily net Win® ............ccccooovveeeerernnnss 303 364 376 n.a

(1) Average daily net box per AWP machineis calculated as average daily amount wagered less prize payout per AWP
machine.

(2) Source: Spanish National Gaming Commission Annual Reports (2006—2010).
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The most important asset in the AWP business is the relationship with the bar and restaurant owners. We have
established relationships with over 8,907 bars and restaurants through installation agreements. These agreements
generaly give usthe exclusive right to place one or more of our AWP machines in the owner’ s establishment for a
period of up to ten years. In return, we share the revenues obtained as represented in the chart below:

Amounts Wagered (100%)

Less
Prizes Payout (70%)

Equals
Net Box (Net Win) (30%)
Less
Site Owner (12%)

Equals
Operator Revenues (18%)

Less
Gaming Taxes (6%)

Equals
Operator Revenues after Gaming Taxes (12%)

Amounts wagered represents the total amount of money
wagered on AWP machines by gaming customers.

Prize payouts represents the percentage of amounts
wagered that is required to be paid out to players on
AWP machines over a cycle of a certain number of
games, as specified in applicable regulation.

Net box represents amounts wagered |ess prize payouts.

Site owner represents the percentage of amounts wagered
that is paid to the owner of the site in which the AWP
machineis located.

Operator revenues represent the percentage of amounts
wagered we retain as AWP machine operator, prior to
payment of applicable gaming taxes. We recognize this
amount as operating revenue under |FRS.

Gaming taxes represents our estimate, based on historical
experience, of the percentage of amounts wagered
represented by legally mandated tax payments per AWP
machine. AWP machine taxes are established by
regulation in each Spanish region in which we operate as
afixed yearly amount per machine.

Operator revenues after gaming taxes represents the
percentage of amounts wagered that we retain as AWP
operator.

In addition to revenue sharing, until early 2009, we often made interest-free loans or up-front cash paymentsto
owners to induce them to enter into or extend contracts and grant us exclusive rights to install AWP machinesin
their establishments. Site ownerstypically repaid these loans over a 12- to 24-month period through an offset against
their share of revenues. Beginning in 2009, as a result of the decrease in the net wins, and in order to align the
incentives of the bar owners, we began changing the up-front payments to reduce the amounts and to make deferred
payments, conditional on the performance of the bar. Under the current methodology for an average contract, which
is approximately for €5,000, we pay 20% up-front, 30% in the first year and 50% after 18 months, the latter two
payments only being made if the net wins exceed the minimums stipulated in our agreements with the individual bar

owners.

Upon reaching an agreement with a site owner, we install and maintain the AWP machines. Working with the
site owner, we also ensure that each AWP machine complies with regional and nationa regulations. We pay any
required gaming taxes and, where required, post monetary guarantees with the relevant regulator.

Unlike in Argentinaand Mexico where we operate gaming machinesin our halls, in Spain, we have a
collections department that is responsible for carrying out coin collection from our AWP machinesin various sites.
Each of our collectors carries an electronic portable device that provides our collectors with a significant amount of
information, including the share of the cash balance in the AWP machines payable to us and to the site owner, prize
payout, the time during which the AWP machine was in use and the payment conditions established in the

applicable installation agreement.

We primarily grew the number of AWP machinesin our portfolio through acquisitions of smaller AWP
operators and organic growth. Many of the smaller operators represented attractive acquisition opportunities because
their acquisition generally required alow capital investment, and resultsin a high EBITDA and cash flow
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contribution to our Spain AWP operations. Once we identified a potential business to acquire or location to develop,
we preferred to take a controlling stake in the business. Thistypically included taking over the acquired operator’s
rights under itsinstallation agreements and its obligations under its service and maintenance agreements. During the
last year we have not made any acquisitions as we believe the market conditions and prices were not adequate.

We continuously monitor the economic performance of our machines to make wire contract renewal
determinations. The higher average daily net box produced by our AWP machinesis akey element in our
negotiations with site owners, as are the exclusivity payments that we make in order to guarantee our exclusive right
toinstall AWP machinesin particular sites. The likelihood of such exclusivity payments being required, and the
amount of such payments, is generally afunction of the competition for any given site, with centrally located, high
traffic sites attracting the most interest from our competitors. In cases where there are a number of gaming operators
bidding on a site, we will generally be required to make higher exclusivity payments or loans or advances to the site
owner, increasing our operator costs. We capitalize exclusivity payments and amortize them over the length of the
contract with the site owner, which averages five years.

AWP businessiis regulated solely on aregional level in Spain and the regulations are periodically renewed.
These changes in regulation affect parameters such as the prize pay-out, maximum prize and the maximum amount
that can be waged.

Regarding the sports betting business, in July 2006, we signed a memorandum of understanding with William
Hill to participate in the sports betting market in Spain following the adoption of enabling legidation. In light of the
publication in Madrid and the Basque region of such legislation, the parties to the memorandum of understanding
created Codere Apuestas Espafia, S.A.U., and Garaipen Victoria Apustuak, S.A.L ., joint ventures to devel op sports
betting in Madrid and the Basque region, respectively, each of which applied for the necessary licenses to operate in
these regions. Madrid has since issued five-year administrative authorizations to conduct sports betting businesses to
companies that meet certain financial, technical and other requirements. The Basque region awarded three licenses
for the operation of 25 locations and 500 machines for each license holder. Sports betting is allowed in dedicated
betting locations, existing gaming establishments, sports premises and remotely. The joint venture obtained the
necessary authorizations in both regions and began sports betting businesses in Madrid in April 2008 and in the
Basque region in November 2008. In addition to offering sports betting in our locations, we are able to offer sports
betting at casino gaming halls, bingo halls and sports venues. Nevertheless, following a strategic review by William
Hill and Codere of our joint venture in Spain, the parties agreed to William Hill’ s withdrawal from the joint venture
due to William Hill’ s decision to focus its international sports betting strategy on the Internet via William Hill
Online. Pursuant to the terms of the agreement, on January 20, 2010, Codere completed the purchase of William
Hill’ s 50% stake in the company for a symbolic amount of €1.0.

On October 18, 2010, we launched sports betting businesses in the region of Navarra. As of December 31,
2010, we were the only company authorized to operate in the three regions in Spain, or Comunidades Auténomeas, in
which sports betting is permitted. Asin the Basgue region, sports betting in Navarrais allowed at dedicated sports
betting shops, existing gaming establishments and bars. We expect to expand the business upon the passage of
enabling regulation, including regulation related to online gaming.

Asin the case of the AWP machines, we enter into different agreements with bar and gaming halls owners,
sharing the revenues with them.

We made progress in the establishment of the sports betting businessin Spain over the course of 2010 and 2011,
with 600 sports betting locations in use as of December 31, 2011, the magjority of these being self service terminals
installed in bars.

We also operate the Canoe gaming hall, which has a number of different gaming devices offering various types
of games, including traditional bingo, (similar to the game played in other countries as Mexico, Italy or Argentina)
and sports betting. The estimated number of visits to the gaming hall was 421,000 as of December 31, 2011.

In December 2010, in an effort to boost the bingo sector, the Community of Madrid increased the prize pay-out
ratio by 6 percentage points from 65% of card sales to 71% and decreased the gaming taxes applicable to Bingo

63



operators by 7 percentage points from 22% to 15% in each case, effective January 2011. The difference of
one percentage point increases the margin to the operator.

Competition

Competition in the AWP machine operation market in Spain is highly fragmented. Regionally, our competitors
are local operators, while, our primary competitors nationally are Cirsa, which we estimate had approximately
22,310 AWP machines throughout Spain as of December 31, 2011. We believe that the AWP machine market in
Spain remains highly fragmented and offers considerable possibilities for further consolidation. In the case of the
sports betting business, the competition depends on the number of licensees issued in each region. In the case of the
Basque region there are only three players as the licenses are limited, while in the case of Madrid the numbers of
competitorsis higher due to the fact that there is no limit upon the number of licensees. In the bingo business, there
are 54 hallsin the Madrid region.

Sales and Marketing

Although government regulations on advertising have become more relaxed in recent months, the current
regulations limit the extent and manner by which we and our competitors can advertise. In particular, government
regulation prohibits certain kinds of direct and indirect advertisements to potential AWP machine players. In the
case of the Canoe gaming hall and sports betting legislation, the government eased some of the restrictions that
existed for gaming related advertisements.

Other Operations
Panama

In October 2005, we purchased a 90% interest in the Presidente Remédn Racetrack in Panama City, which isthe
only racetrack in Central America. We acquired the remaining 10% held by the Motta family in 2010. We currently
hold licenses to open betting locations and are permitted to install up to 500 slot machines and a bingo hall at the
racetrack. As of December 31, 2011, the racetrack had 386 machines and we were operating 81 sports betting
locations in Panama.

On January 24, 2006, we completed the purchase of Crown Casinos in Panama. The acquisition was part of the
sale exchange agreement signed on July 28, 2005 between the Antonio Martinez Group and us, pursuant to which
we agreed to exchange our non-controlling interestsin four Chilean casinos for 100% of Crown Casinos. On
December 6, 2008, we opened our fifth casino in Panama, located at the Radisson Hotel, in the second largest
Panamanian city of Colon. On August 19, 2010, following receipt of regulatory approvals, we completed the
purchase of Thunderbird Resorts Inc.’s (NY SE Euronext Amsterdam: TBIRD) 63.6% stake in six casinosin Panama
for approximately U.S.$38.0 million (equivalent to €29.5 million as of December 31, 2011). As of the date of the
acquisition, International Thunderbird Gaming (Panama) Corp., aleading player in thelocal casino market, operated
six casinos with atotal of 85 tables and 1,831 slot machines under the Fiesta Casino brand. Thunderbird Panama has
been consolidated in our financial statements from September 1, 2010.

At December 31, 2010, Codere operated 12 casinos in Panama, including the machine hall at the racetrack,
through its two brands, Crown and Fiesta, with atotal of 3,311 gaming machines seats and 134 tables. Six out of
these 12 casinos in Panama, including the hall at the racetrack, are located in Panama City. Two of the remaining
casinos are located in Coldn, Panama’ s second largest city, afurther two in David, one in Chitré and onein a
touristic area in the Province of Coclé. With 11 out of the 15 casinos operating in the country, we are the leader in
the Panamanian casino market. In 2011, our Panama business generated operating revenue of €87.0 million and
EBITDA of € 17.6 million, representing 6.3% of our consolidated revenues and 5.5% of our consolidated EBITDA
(both before corporate headquarters revenues and expenses).
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The following table sets out certain data corresponding to our Panama casino operations.

Slots License

Machine expiration
Casino Name L ocation Opening Date Size (m? Seats Tables date
Crown Casinos
Sheraton.......ccccvveevvsiese e Panama City Sep. 1998 1,280 316 24  Mar. 2018
Continental..........ccoeveeveeeveereerese e Panama City Oct. 1998 900 383 18 Mar. 2018
(D= 1Y/ 1o [ Chiquiri Feb. 2004 565 271 10 Mar. 2018
Granada.........cccceeeveneieseeeeceere e Panama City May 1998 205 86 8 Mar. 2018
(@] o] [N SRSPN Colon Sep. 2010 507 188 13 Oct. 2030
HPR ..o Panama City Apr. 2007 991 386 —  Dec. 2017
Fiesta Casinos
El Panama........cccoevevieneienenneneneeeeae Panama City Jul. 1998 1,778 449 22 Mar. 2018
S0 ] o) PanamaCity ~ Aug. 1998 1,105 435 10 Mar. 2018
NaCIONAl......cccceveeiiecece e Chiriqui Dec. 1998 911 289 10 Mar. 2018
Washington.........cceveveevenenenie e Coalén Oct. 1998 860 244 6 Mar. 2018
GUAYBCANES. ...c.vevecreeresieere e see e Chitré Oct. 2002 549 167 6 Oct. 2022
[D]= 01107 (0] o IS Coclé Mar. 2003 229 97 7 Mar. 2023
B N0 | S — 9,880 3,311 134

Our casinos in Panama are open 24 hours a day. Slot machines installed at our casinos in Panamahave TITO
operational systems. In addition, we have installed player tracking and loyalty programs in our casinos.

Our competitors in the casino segment include Veneto Hotel & Casino S.A., Mgjestic Casino, which is operated
by Cirsa, the Royal Casino at the Marriott Hotel and Princess Entertainment Panama, Inc. (Casino Princess) located
at the Sheraton, each of which operate one casino. In addition, as of November 8, 2011, there were 26 gaming halls,
25 of them operated by Grupo Cirsa, with an estimated total of 7,544 slot machines in operation in Panama as of
December 31, 2011.

Colombia

Our Colombia business focuses on the ownership and operation of gaming machines. As of December 31, 2011,
we operated 6,224 gaming machines located in 50 gaming halls, including three casinos operated under the Crown
Casino brand aswell asin bars and restaurants in mgjor cities throughout Colombia. In addition, as of December 31,
2011, we operated four bingo venues with an aggregate of 711 seats. Through our four gaming hall brands (Crown
Casinos, Mundo Fortuna, Fantasia Royal and Stars Casino), Codere is present in over 80 municipalities, including
large cities such as Bogota, Cartagena, Barranquilla, Meddllin, Pasto, Cali, Ibague, and Bucaramanga. In 2011, our
operations in Colombia generated operating revenue of €28.9 million and EBITDA of €5.9 million, representing
2.1% of our consolidated revenues and 1.9% of our consolidated EBITDA (both before corporate headquarters
revenues and expenses).

Codere entered the Colombian market in 1984 and rapidly became arelevant slot machine player. The
Colombian business was originally areplica of the Spanish slot route model of slot machinesin bars and other small
third-party outlets. In 1998, we inaugurated the Cali Gran Casino, effectively entering the business of managing
gaming hallsin addition to its original slot routes. In 2005, Codere moved further into gaming halls by means of
acquiring Intergames, the largest bingo operator in the country with four bingo halls and approximately 1,200 slot
machines. Asthe legacy dot route business came under increasing pressure from illegal operators and new formats,
Codere started to rationalize the dot estate located in unbranded third-party facilities. In 2007, it began to focus
increasingly on strengthening its top brand, Mundo Fortuna, and its basic brand, Fantasia Royal. In 2009, a new
premium brand, ‘ Crown Casinos' was launched, targeted at high-income customers. The first two Crown Casinos
were the result of the remodeling and reopening of the old Cali Gran Casino in Cali, which was turned into Crown
Casinos Cali, and the old Mundo Fortuna Palatino, which was turned into Crown Casinos Palatino in Bogotain
2009. A new format and design for the Fantasia Royal venues was also launched in 2007. In completing the
renovation Fantasia Royal and Crown Casinos and converting them to the new format, Codere implemented a
complete turnaround strategy focused on devel oping new value offers for each brand. As of 2009, the Colombian
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Government increasingly focused on cracking down on illegal operators and changed the regulation to eliminate
gaming in non-dedicated venues. This has resulted in much needed support for legal operators.

Significant investment went into the upgrading, expansion and remodeling of the top Mundo Fortuna and
Crown Casinos formats. In addition, in December 2011 we inaugurated our third Crown Casino, in an affluent
district in Bogota. We are also upgrading an old Mundo Fortuna hall located in the San Rafael shopping mall in
Bogot4, which we expect to open as our fourth Crown Casinos format in 2012.

The average Mundo Fortuna halls have approximately 82 slot machines in an area of approximately 585 sq.m.
The Crown Casinosin operation at December 31, 2011, Palatino and Crown Cali, have approximately 299 slot
machines, 27 tables in an area of approximately 2,083 sq.m. The halls we operate in Colombia normally open
16 hours per day.

Slot machines installed at our casinos in Colombia have TITO operational systems. In addition, we have
installed player tracking and loyalty programsin our casinos.

We estimate that the total number of licensed gaming machinesin Colombia, as of December 31, 2011, was
approximately 60,453. In addition, we estimate that, as of December 31, 2011, there were an additional 42,000
unlicensed gaming machinesin operation in Colombia. The gaming machines in the Colombian market are
generaly type-C machines, similar to U.S. Class |11 machines which do not have maximum wager and prize limits.
The Colombian machine market (excluding machines located in casinos), with around 279 legal operators, is highly
fragmented. Currently, our main competitors in the licensed market are Winner Group, which is affiliated with
Cirsa, our main competitor in Spain, with approximately 6,052 gaming machines and Mundo Slot with
approximately 1,773 machines.

The following table sets forth certain historical data concerning of our Colombia business's operations:

Year ended December 31,

2008 2009 2010 2011
Number of AWP machines (at period end) ........ccccceevvvececienennnn. 8502 6,556 6,179 6,238
Net win per gaming machine per day (in Colombian peso) ........ 32,747 33,257 39,938 44,890

Uruguay

In June 2002, the Uruguayan government granted RU S.A. (formerly Hipica Rioplatense Uruguay S.A.
“HRU"), a50/50 partnership between us and the Sociedad L atinoamericana de Inversiones Group (the “ SL1 Group”
through Verfin Overseas S.A., acompany established under the laws of Republica Oriental del Uruguay), an
exclusive 30-year concession, to operate the historic Marofias horse racetrack in Montevideo and five off-track
betting sites, which include slot machines as well as wagering based on simulcast sporting events. Our partner, the
SLI Group, aso owns the Haras de La Pomme horse breeding center, which is one of the most prestigiousin Latin
America. The SLI Group isalso involved in the hotel business, real estate investments, telecommunications and
Internet services.

The Uruguay business's operation of the Marofias horse racetrack and related on-track and off-track betting and
slot machine sitesis our first development of the “racino” gaming business model. The racino business model
consists of combining generally more profitable casino gaming, such as slot machines, with aracing product, which
isageneraly less profitable area of the gaming business. By increasing overall profitability, pursesto horsemen
may be increased, attracting the best horsemen to the racetrack, which tends to increase betting. Top-class horse
racing may also be leveraged by offering racing simulcasts to off-track betting sites as well as other horse racetracks.
Racino gaming has grown rapidly in the United States and Canada in recent years. Subject to the devel opment of
necessary systems, controls and procedures to ensure that we would be in compliance with all applicable regulation,
our Uruguay business intends to launch a new online horse betting system this year.

As of December 31, 2011, our Uruguay business operated the Marofias horse racetrack, five machine halls with
atotal of 1,838 slot machines seats and 27 horse betting locations. Out of the 27 horse betting locations, three were
fully owned by HRU and operated under our Turff Bet & Sport Bar brand, while the others are third-party locations
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which take bets on races at Marofias horse racetrack and to which we offer international simulcast. In 2011, our
Uruguay business generated operating revenue of €20.3 million and EBITDA of €3.9 million, representing 1.5% of
our consolidated revenues and 1.2% of our consolidated EBITDA (both before corporate headquarters revenues and
expenses).

On November 9, 2009, the Intendencia Municipal de Montevideo (“IMM") awarded the Carrasco Nobile
consortium (a 51%/49% partnership between Codere and Sikeston S.A., an international investor group) the
concession for the Carrasco Hotel and Casino project. The project requires the reconstruction and management of
the Carrasco Hotel and Casino in Montevideo, which will consist of a 5-star hotel with approximately 115 rooms
and a casino with approximately 400 slot machines and 18 gaming tables. The hotel will be operated by the French
hotel group, Accor, under the Sofitel luxury brand. The number of machines and tablesis not limited by the
concession contract so we expect to increase the number of machinesin the future. The formal granting followed the
announcement on January 15, 2009 that the partnership received the highest point total aswell as areview by the
Tribunal de Cuentas. We view this as an exciting opportunity to refurbish the Carrasco Hotel and Casino to a world-
class standard, and then operate the emblematic Carrasco Hotel and Casino in Montevideo, together with afirst class
partner, under a 30-year concession. The total investment is approximately U.S.$30.0 million and Carrasco Hotel
and Casino is expected to open in the second half of 2012.

Brazl

At December 31, 2011 we operated six horse betting locations in Brazil under our Turff Bet & Sport Bar brand.
Codere went into business in Brazil in 2006 when it commenced the development of a network of on-track and off-
track high profile betting offices that operate under horse betting licenses held by the Jockey Clubs (JCs) with a
presence in the states of Rio de Janeiro (Jockey Club Brasileiro or “JCB”), Rio Grande do Sul (Jockey Club do Rio
Grande do Sul or JCRGS), and Parané (Jockey Club do Paranaor “JCPR”). Under the JCs' licenses, our betting
locations are permitted to distribute (i) pooled betting products on local horse races and (ii) fixed-odds betting
products on international simulcast horse races.

Prior to these devel opments, Codere developed a relationship with the three JCs and in 2005 entered with all
three into ten-year mutually exclusive agreements under which the JCs and Codere covenanted to jointly develop
“any new form of gaming” permitted under the JCs' licenses (the “ JC Agreements’). We expect the JCsto be
authorized to run racinos at their racetracks, a business that would clearly fall under the JC Agreements. No such
development has materialized yet.

The JC licenses permit JCs to operate “other lottery products’, aterm which was at the time, and remains today,
undefined, and has never materialized into any concrete authorization. The Ministry of Agriculture regulates the JCs
while lotteries are the exclusive regulatory domain of the Ministerio da Fazenda.

Four of our six betting locations were opened before the end of year 2007. A further three, including two
franchised units (one closed in 2009), opened in the period between 2008 and 2010.

In 2011, our Brazil business generated operating revenue of €3.6 million and EBITDA of €(0.9) million,
representing 0.3% of our consolidated revenues (both before corporate headquarters revenues and expenses).
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Employees

The tables below set forth the average number of our permanent employees during 2010 and 2011 and the
breakdown of those employees by activity and geographically.

2010 2011
Category of Activity Men Women Men Women
Managers and SUPEIVISOIS.........cceiueeueereereesieseestestessestessessessessessessessessessesssssssssessens 702 163 853 231
S o 1c o T £ RS 170 113 251 125
S 1=y 0= 6 o] 1= [ 2,380 1,893 2833 2142
(0] 1 1i0x (o £ 387 124 735 225
[ =T = T ot 472 5 544 39
(O gz = = i R 1,127 937 1.278 978
F NS L =L £ 590 373 584 354
Other PErSONNEL ......oeeecece et r e e neees 5381 2875 6.173 3.457
(0= OO 11,209 6483 13.251 7.551
2010 2011
Geographic Area Men Women Men  Women
F N 1= 011 7= U 2,694 1851 2.832 2.028
(oo TR 4489 2,158 6.246 2929
FEAIY vttt et et a e b b ae b sa e e b e saene b e b eneerenrenen 452 367 654 483
S0 1 o TP 994 321 952 325
PANAIMA ... e e e e e s e aarar e e e e e naraees 1,704 1,081 1582 1.037
(00! [o)1 4| o= SRR 369 246 453 268
L 8T 17 462 416 493 440
(=Y =7 | 45 43 39 41
L0 11,209 6483 13.251 7.551

(1) 100% of the staff have been considered independently of the method of consolidation used for these companies.

The extent of labor union membership of our employees varies between countries. We believe that we maintain
good relationships with both our union represented and non-union represented employees and their union
representatives. We are involved in limited numbers of labor disputesin the ordinary course of business, none of
which would have a material adverse affect on usif not resolved in our favor.

We are subject to collective bargaining agreements in the countries in which we operate. Under these
agreements, salary scales are established for each position in each industry. The salary scales are usualy revised
annually and typically provide for increases in the salary scales in accordance with the increases in the consumer
price index in each country, or aslightly larger increase. We do not have a pension plan.

Licensesand Trademarks

We, or our partners and clients, hold gaming licenses in each jurisdiction in which we operate and we expect
that we will acquire additional licensesin the future. In addition, in some countries we hold licenses or
authorizations permitting us to import AWP machines into such country. We have no material patents. We register
the trademarks under which we operate our different businesses in different countries and presently have more than
60 registered trademarks, but sometimes we make agreements with our partners to operate under their own
trademarks. Additionally, there are three trademarks, Codere (gambling and bingo), Victoria (gambling, bingo and
betting) and Turff (betting), which are operated worldwide. In addition, we hold alicense to use the trademark Fiesta

Casino  from International Thunderbird Gaming (Panama) Corp., for use in Panama and Caliente, for usein the
Joint Opco operations.

We own a copyright on SPACE Codere, a complex Customer Relationship Management software for
performance analysis of gaming machines and gaming shops.
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Litigation

In the ordinary course of business, we have been and are involved in disputes and litigation. While the result of
these disputes or litigation cannot be predicted with certainty, we do not believe that the resolution of any such
disputes or litigation, individualy or in the aggregate, could have a material adverse effect on our business, results
of operations or financial position.

Tax Contingencies

From time to time in the ordinary course of business we and the tax authorities in the jurisdictions in which we
operate dispute the amounts that we owe such authorities.

Argentine Income Tax Dispute

We areinvolved in adispute with the Argentine federal tax authorities regarding the application of Section 73
of the Argentine Income Tax law to certain inter-company loans with our Argentine affiliates. Section 73 also
generaly applies to loans to third parties and we have argued that the Argentine companies involved in the
guestioned loans are part of a single economic group. If this dispute is determined adversely to us, we estimate that
we would be required to pay AR$11.68 million (equivalent to approximately €2.0 million as of March 31, 2012).

Bingos del Oeste S.A. isaso involved in adispute with the Argentine federal tax authorities concerning the
application of the credit debit tax to the amounts of money we periodically pay to the Buenos Aires province gaming
authorities (34% of the net win in the case of slot machines, and 21% of the total amounts wagered in the case of
bingo gaming). We have argued that these amounts are not subject to the credit debit tax, as they belong to the
Province of Buenos Aires and, therefore, not subject to the credit debit tax law. If this dispute is determined
adversely to us, Bingos del Oeste SA. would be required to pay AR$9.43 million (equivalent to approximately
€1.6 million as of March 31, 2012).

Other Tax Disputes

In Mexico, we areinvolved in several ongoing disputes with state tax authorities concerning the application of
state lottery taxes to our bingo hall operations. These disputes arose following the enactment of regulations under
the Mexican Federal Law of Games and L otteries on September 17, 2004, which specify bingo as aform of lottery,
technically empowering the Mexican states to tax bingo activity. Caliente, Promojuegos and Mio Games have each
disputed the Mexican state governments' right to impose taxes on bingo activity, claiming that only the federal
government has authority to tax such activities. Caliente, Promojuegos and Mio Games obtained injunctions
absolving them of the obligation to pay such taxesin several states, but certain of the injunctions have expired and
the relevant states have claimed the taxes in 2011. Consequently, we began paying taxes in certain states and will
start paying in other statesin 2012. If the tax related disputes that are ongoing in other states are determined
adversely to us, we could be required to pay Mex. Ps. 1,921.0 million (equivalent to approximately €113.7 million
as of March 31, 2012). Prior to completing the consolidation of the Joint Opcos, a provision of Mex. Ps. 95.0 million
(equivalent to approximately €5.6 million as of March 31, 2012) was recorded in the financia statements of the
Joint Opcos to cover the risk which was considered probable.

Inltaly, we areinvolved in atax dispute regarding gaming taxes. On January 5, 2009, Codere Network received
anotice fromthe AAMS Lazio claiming that certain amounts were due for 2004 and 2005 in connection with the
“liquidazione PREU”, which is an estimate of gaming taxes owed by concessionaires based on the amounts spent by
customers on slot machines (“AAMS PREU payments’). The amounts claimed were approximately:

(i) €21.7 million as AAMS PREU payments; (ii) €2.0 million as penalties (which would be reduced if paid without
dispute); and (iii) €2.8 million as interest. Codere Network subsequently received additional notices from the AAMS
Lazio claiming AAMS PREU payments for 2006, 2007 and 2008. After Codere Network made various requests for
recalculation of the AAMS PREU payments for the years 2004 through 2009, the AAMS Lazio concluded that
Codere Network does not owe any AAMS PREU payments for the years 2004 through 2007. The AAMS PREU
payments for the year 2008 were settled in favor of Codere Network and it received a credit of €2.1 million. Codere
Network believed that alarger credit should have been recognized and submitted an application for review. On
August 1, 2011, the AAMS Lazio responded to that application with afinal settlement in respect of the AAMS
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PREU payment for 2008, recognizing a credit of €3.6 million. On December 28, 2011, Codere Network received a
notice from the AAMS Lazio about the AAMS PREU payments for 2009, which stated that Codere Network does
not owe any AAMS PREU payments for that year. Codere Network claimed a credit of approximately €3.9 million
from the AAMS Lazio and submitted an application for review. On January 27, 2012, Codere Network sent a notice
to the AAMS Lazio restating the amount of credit claimed to €393,322 as aresult of having offset part of the credit
against periodic PREU payments (in consultation with the AAMS Lazio).

As of the date of this Report, the AAMS Lazio has not issued its settlement with regard to the AAMS PREU
payments for 2009.

In Bogota, Colombia, we resolved a dispute with local tax authorities regarding certain gaming taxes on slot
machines operated by us at locations owned by third parties in the second half of 2009. Codere Colombia S.A. paid
approximately COP$1,675.7 million (equivalent to approximately €0.7 million as of March 31, 2012 in resolution
of that dispute. The tax authorities have since ceased the related judicial process and confirmed that Codere has
complied with applicable regulations. On May 12, 2010, the Constitutional Court of Colombia declared that the law
under which that dispute was resolved and by which the Congress authorized the resolution of tax disputes by way
of payment of agreed amounts with local tax authorities was unconstitutional. We do not believe that the local tax
authorities with whom we agreed the payment of the amount described above will seek to renegotiate or contest the
amount that was paid in settlement as a result of the Constitutional Court’sruling. If, however, tax authorities were
to seek renegotiation, we could be required to pay up to atotal of COP$10,000.0 million (approximately €4.3
million as of March 31, 2012), including the COP$1,675.7 million that has been paid.

In Panama, on November 9, 2009, our subsidiary International Thunderbird Gaming (Panama) Corporation
applied for administrative process against Resolution No. 213-7351, defending a claim for coercive collection issued
against it by the Provincial Revenue Administration of the Province of Panama, which also includes an order to
seize any movable and immovable property, bank savings accounts, time deposits and safe deposit boxes registered
to it. The claim of the Provincial Administration of Revenue amounts to approximately U.S.$4.0 million
(approximately €3.0 million as of March 31, 2012). We are awaiting the decision of the Attorney General of Panama
to terminate the case.

Other Litigation and Disputes
Argentina
Criminal Investigation

Codereisthe subject of acriminal investigation in Argentinarelating to the illegal importation and exploitation
of dot machines. Thisinvestigation was initiated in 2002 and initially directed at all Argentine slot machine
operators. Over the course of the ongoing preliminary stage of the investigation, the authorities have decided not to
pursue investigations of certain slot machine operators. Codere Group members remain among the companies being
investigated and are cooperating fully with the authorities. During 2010 and 2011, the court ordered proceedings to
inspect certain records of Codere, including Codere’ s financial accounts. The results of these inspections were
favorable to Codere’ s case. No director, officer or employee of Codere has been subpoenaed as of the date of this
Report. We have argued that the investigation, insofar as it involves Codere, is without merit and we are seeking to
resolve the investigation through the application of the statute of limitations.

BCRA Litigation

The Argentine Central Bank (“BCRA”) hasinitiated several proceedings against Codere under foreign
exchange control laws and regulations. The applicable laws and regulations impose fines in the range of oneto ten
times the amount of the alleged infraction, but the fines are normally levied in the minimum amount. BCRA is
investigating alleged infractions for inaccurate disclosure in sworn statements made by Codere with respect to
transfers abroad for atotal amount of U.S.$4.1 million and €0.3 million, on account of “foreign portfolio
investments’ and “ payment of loans received from foreign lenders’. With respect to approximately U.S.$3.1 million
of such amounts, we will argue that the statute of limitations has expired. Asfor the remaining U.S.$1.0 million and
€0.3 million of such amounts, we believe that we will successfully defend our position with respect to such
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infractions. Although we believe the transactions in question were carried out in compliance with the applicable
foreign exchange regulation at the time, we have provisioned €1.0 million for potential contingencies.

Mexico
Machine Import Duties

In January 2012, we received an official communication from the Mexico’'s Tax Administration Service
(Servicio de Administracion Tributaria or “SAT”) informing us of potential import duties owed by Codere México
relating to certain gaming terminals imported into Mexico in 2009 and 2010 and claiming that we are liable for
Mex. Ps. 147.0 million (equivalent to approximately €8.7 million as of March 31, 2012. We filed an administrative
appeal (Recurso Administrativo de Renovacion) on March 9, 2012 and we are currently waiting for aresponse from
the SAT. As of December 31, 2011 we recorded a provision amounting to Mex. Ps. 22 million (equivalent to
approximately €1.3 million as of March 31, 2012) relating to this dispute.

Italy
AAMS Litigation

On October 12, 2011, the AAMS, which is empowered with the authority to tax gaming operations, issued a
decree, which contained changes to the machine gaming taxes (PREU) in Italy. Pursuant to this decree, effective
January 1, 2012, the PREU tax on VLTsin Italy increased from 2% of amounts wagered in 2011 to 4% in 2012 and
will increase to 4.5% thereafter. In the case of the AWPs, the PREU tax decreased from 12.6% of amounts wagered
in 2011 to 11.8% in 2012, but will increase to 12.7% in 2013 and to 13% in 2015. The AAMS decree also
introduced an additional tax of 6% (in addition to the PREU tax) to be paid on the portion of any winnings
distributed by the VLTsin excess of €500. The AAMS indicated that it would issue another decree establishing from
which date this additional tax needsto be paid. In addition, the AAMS decree established that the minimum
percentage of winnings distributed by AWPs will decrease from the current 75% of amounts played to 74% of
amounts played in 2013.

Codere Network and other concessionaires filed a petition before the TAR Lazio challenging the additional tax
of 6% introduced by the AAMS decree of October 12, 2011. In January 2012, the TAR Lazio suspended the effects
of the AAMS decree with regard to the additional tax of 6%. On March 2, 2012, the government issued alaw decree
establishing that the additional tax of 6% introduced by the AAMS decree of October 12, 2011 will become
effective on September 1, 2012. As aresult of this new law decree, the hearing on the merits of the case scheduled
for April 4, 2012 was not held. The TAR Lazio informed the concessionaires that a new hearing will be scheduled
promptly after the concessionaires file a new petition.

Codere Network is currently a party to various proceedings pursuant to which it is claiming an aggregate of
€6.3 million (as of the date of this Report) from various gaming operators relating to unpaid network interconnection
fees and gaming taxes which Codere Network collects on behalf of the AAMS. Codere Network interconnects the
machines for such operators.

On September 9, 2011, Codere Network entered into an agreement with Intellcredit S.p.A. whereby Codere
Network assigned on a non-recourse basis (pro soluto) certain receivables (valued at approximately €3.8 million) to
Intellcredit S.p.A., for the price of €35,000. We believe the sale significantly reduces the litigation risks associated
with collecting unpaid network interconnection fees and gaming taxesin Italy.

CdC Allegation

On May 29, 2007, the Italian Corte dei Conti (the “CdC"), the constitutional body charged with auditing the
management and accounts of governmental departments, including the AAMS, claimed that the AAMS had failed to
seek €3.0 hillion in penalties from Codere Network for the alleged noncompliance with certain obligations, such as
the terms for the activation and management of the AWP network and minimum levels of service (the“CdC
Letter”). The CdC Letter was addressed to official representatives of the AAMS and to Codere Network as an AWP
network concessionaire, which the CdC considered to be jointly responsible. The CdC L etter was also sent to nine
other concessionaires, which had provided AWP network servicesin Italy and claimed an aggregate amount of
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€98.0 billion in penalties and fines, of which €3.0 billion was allegedly attributable to Codere Network. On June 26,
2007, the AAMS requested that Codere Network pay the penalties and fines per the CdC Letter (the “AAMS
Letter”).

Codere Network responded to the CdC Letter and the AAMS Letter, both directly and in coordination with the
other affected concessionaires.

Codere Network challenged the AAMS Letter before the TAR Lazio. On April 1, 2008, Codere Network
received notice that the TAR Lazio had annulled the AAMS Letter’ s request for payment, because the AAMS had
not conducted a proper administrative process. Claims by the other nine affected concessionaires received similar
judgments. In 2008, the AAMS sent additional demand letters to Codere Network claiming three separate penalties
amounting to approximately €0.7 million related to the late launch, activation and management of the
telecommunications network (the “three AAMS penalties’). Codere Network and the other concessionaires
challenged the three AAMS penalties, in the first instance before the TAR Lazio (which rejected the appeal) and in
the second instance before the Council of State. On May 20, 2011, the Council of State annulled the three AAMS
penalties and exonerated the concessionaires from all charges. In July 2011, Sogei S.p.A., the technical partner of
the AAMS, which had designed and managed the AWP network since 2004, intervened in the proceedings and
challenged the judgment of the Council of State. As of the date of this Report, the Council of Statehas not
responded to Sogel S.p.A’schallenge.

On February 18, 2011, the AAMS claimed from Codere Network afurther €2.7 million in penalties relating to
Codere Network’ s alleged failure to provide minimum service levels, specifically with respect to interconnection
issues (the “fourth AAMS penalty”). On June 9 and October 28, 2011, Codere Network and the other
concessionaires challenged the fourth AAMS penalty before the AAMS. On February 29, 2012, Codere Network
was notified that the AAMS had rejected the challenge and decided to impose the fourth penalty. Codere Network
and the other concessionaires will bring an appeal before the TAR Lazio against the AAMS decision.

With respect to the CdC Letter, Codere Network filed a defense motion before the CdC in 2007 claiming that
the penalties were not owed, which motion was rejected by the CdC in March, 2008. An appeal before the Itaian
Suprema de Cassazione (“Court of Cassation”) initiated by Codere Network and the other affected concessionaires,
seeking to clarify the calculation of penalties claimed in the CdC Letter and challenging the jurisdiction of the CdC,
was rejected in December 2009. In October 2010, at the request of Codere Network and the other concessionaires,
the CdC commissioned Digit S.p.A., atechnical consultancy company, to prepare atechnical report on the causes
for the late activation of the network and interconnection problems for which Codere Network and the other
concessionaires were allegedly responsible. On October 10, 2011, Digit S.p.A. submitted the technical report, which
disputed the alleged noncompliance by the concessionaires. On November 24, 2011, thetrial on the merits of the
penalties claimed in the CdC Letter was held before the CdC. On February 17, 2012, contrary to expectations, the
Regional Section of the CdC ruled against all 10 AWP network concessionaires, including Codere Network. The
ruling sentenced the concessionaires to pay atota of €2.5 billion, of which Codere Network isliable for €115
million plusinterest.

Codere Network together with the other concessionaires will appeal the ruling before the Central Section of the
CdC, based on, among others, the following grounds. First, Codere Network maintains that the ruling failed to take
into account the findings of the Digit S.p.A. technical report, which disputed the alleged noncompliance by the
concessionaires. Codere Network believes that such findings support Codere Network’ slack of responsibility for the
late activation of the network and the interconnection problems. Second, Codere Network believes that thereis no
evidence of loss of revenue for the state, which position is supported by the Digit S.p.A. technical report. As such,
Codere Network highlights the CdC’ s finding that the loss sustained is incal culable, and therefore maintains that the
calculations of respective penalties have been undertaken without a justifiable or well-founded basis. Third, Codere
Network alleges that the amounts claimed relate to operations undertaken since inception of the network in
September 2004 to 2007. As Codere Network only succeeded Rete Franco, S.p.A. as concessionaire in April 2006,
Codere Network believes that any liability relating to operations before April 2006 should be borne by Rete Franco,
S.p.A. In addition, Codere Network fails to understand how Sogei S.p.A. was absolved from any responsibility for
the late activation of the network and the interconnection problems. If any such responsibility were to be attributed
to the concessionaires, Sogel S.p.A. should be held responsible as well, thereby reducing the relative fault and
corresponding penalties of the concessionaires.

72



The appeal of the CdC ruling of February 17, 2012 by Codere Network and the other concessionaires will
suspend ex lege the execution of this ruling until the appeal is resolved. We expect that the trial on the appeal will be
held in 2014 with judgment to follow in 2015. Codere S.A. has provided a guarantee of Codere Network’s
performance in favor of the AAMSin the amount of €16 million, of which €12 million is provisioned.

Request for “ resa del conto”

In January 2009, the CdC requested that Codere Network file a document called “resadel conto”, aform of
balance sheet stating for each fiscal year the sums collected from the slot machines through the gaming operators
and the sums paid to the government. The “resadel conto” is generally collected from entities that have been
entitled by the government to collect taxes due by third parties. While Codere Network is not an entity entitled by
the government to collect taxes due by third parties, it is an entity that is obliged to pay AAMS PREU payments. On
May 11, 2009, Codere Network and the other concessionaires who received the request to submit the “resa del
conto” filed motions with the CdC, contesting the designation of Codere Network as * accounting agent” and thus
challenging the requirement to submit the “resa del conto”. On April 23, 2010, the CdC sued Codere Network to
seek the payment of a penalty of €55.3 million (corresponding to 2004 and 2005) and €34.5 million (corresponding
to 2006) relating to the failure to submit the “resa del conto” and the designation of Codere Network as “accounting
agent”. In addition, the CdC reserved the right to calculate and seek penalties relating to the failure to submit the
“resadel conto” and the designation of Codere Network as “accounting agent” corresponding to subsequent years.

Codere Network has taken part in the legal proceeding and challenged the penalties, contesting its designation
as “accounting agent” and the corresponding obligation to submit the “resa del conto”. On November 5, 2010, the
CdC held that the prosecutor’ s request for the “resadel conto” was invalid and upheld Codere Network’ s challenges.
On March 10, 2011, the prosecutor submitted an appeal against such decision. We are waiting for thetrial date to be
set by the CdC.

Spain

Garaipen Victoria Apustuak S.L. and two other companies were awarded three sports betting licenses in 2007
by the Basque Government for the Basgue Country. Four competitors that did not obtain licenses appealed the
decision before the Superior Court of Justice of the Basgue Country. Garaipen Victoria Apustuak S.L. and the two
other licensees submitted their arguments against the four competitors' claims. The Superior Court of Justice of the
Basque Country issued three judgments rejecting three of the four appeals. However, the Superior Court of Justice
of the Basgue Country also issued a judgment upholding one of the four appeals, and ordered the Basque
Government for the Basgue Country to reconsider one of the criteria used in determining which companies were
awarded the sports betting licenses. Garaipen Victoria Apustuak S.L. and the two other licensees, together with the
Basque Government for the Basgue Country, have appealed this decision before the Supreme Court and sought
confirmation from the Supreme Court that the three sports betting licenses were validly granted.

Uruguay

On July 28, 2010, Dongara Investment Inc. requested the annulment of the concession of the Carrasco Hotel
and Casino project awarded to the Carrasco Nobile S.A. consortium. Dongara Investment was the runner-up in the
concession process. In addition, the plaintiff requested a preliminary injunction to cease the remodeling of the
Carrasco Hotel and Casino’s building.

Notwithstanding that the petitions were filed against the Municipal Government of Montevideo, which granted
the concession, Carrasco Nobile S.A. voluntarily intervened in these proceedings to contribute evidence and facts
supporting the conclusion that the concession process complied with applicable laws and regulations.

We expect a decision on the preliminary injunction is forthcoming and believe that the suits filed by Dongana
Investments Inc. will be dismissed.

73



Real Property
Our principal executive offices are located at Avenida de Bruselas 26, Alcobendas, Spain.

The majority of our offices and gaming facilities are leased and the |eases generally run for at least aslong as
the relevant gaming license in the relevant jurisdiction.
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PRINCIPAL SHAREHOLDERS

Principal Shareholders

As of December 31, 2011, the authorized share capital of Codere, S.A. was €11,007,294, consisting of
55,036,470 fully paid-up ordinary shares, forming part of the same series, each with apar value of €0.20. The
following table sets forth information regarding the beneficial ownership of Codere, S.A. shares as of December 31,
2011.

As of December 31, 2011
Number of shares

Owner beneficially owned Per cent

Masampe HolAING B.V. B ... 28,259,088  51.3%
José Antonio Martinez Sampedrol............c.veeeeceeeeseeeeeeeeeesese oo 6,838,261 12.4%
Luis Javier Martinez Sampedrot ..o sessesssessesnenes 1,396,035  2.5%
Encarnacion Martinez Sampedro™ ..o 1,202,000  2.2%
Other board MEMDBEIS ........ocueeececee e e e e 349,456 0.6%
Other members of MaNagEMENT ..........cooiiii e 396,337 0.7%
PUDIIC FLOBL......voevvoveeseeeee et 16,595,293  30.2%
TOMAL oo eee s s s sttt en s s et 55,036,470 100.0%

(1) The controlling shareholder of Masampe Holding B.V., a Dutch special purpose vehicle, is José Antonio Martinez
Sampedro, holding, indirectly, 75% of the shares. The remaining shares are held, indirectly, by Luis Javier Martinez
Sampedro and Encarnacién Martinez Sampedro.

(2) José Antonio Martinez Sampedro is the Chairman of our Board of Directors, our Chief Executive Officer, and the brother of
Luis Javier Martinez Sampedro and Encarnacion Martinez Sampedro, both of whom are members of our Board of Directors.

(3) LuisJavier Martinez Sampedro is the Executive Director of Codere América and a member of our Board of Directors.

(4) Encarnacion Martinez Sampedro is the Executive Director of Codere and a member of our Board of Directors.

SPV Financings

In 2006 and 2007, Masampe Holding B.V., a Dutch specia purpose vehicle (the “SPV") that is controlled by
Jose Antonio Martinez Sampedro, entered into financing transactions with Credit Suisse, London Branch, under
which the SPV financed (i) its acquisition and the acquisition by the Martinez Sampedro family of approximately
22.3 million Codere, S.A. shares from Jesuis Franco, Joaquin Franco, ICIL and certain other shareholders, and
(i) the subscription price for 6 million Codere, S.A. shares. Under the 2007 financing transaction, the SPV
borrowed €340 million from Credit Suisse, London Branch, on June 15, 2007 (*PIK Term Loan Facility”) to repay
amounts outstanding under the 2006 financing transaction and to make an installment payment to the Francos and
ICIL arising out of the acquisition of Codere, S.A. shares from those parties.

The SPV’ s activities are limited to the holding of Codere, S.A. shares and certain other limited actions required
or permitted under the PIK Term Loan Facility. Although Codere, S.A. ishot a party to the PIK Term Loan Facility
and has no financial obligations to the SPV, certain eventsrelating to Codere, S.A., including a change of control of
Codere, S.A., would require the SPV to repay any amounts outstanding under such financing. In addition, the PIK
Term Loan Facility effectively limits our ability to incur debt, asit requires, subject to several important exceptions
including, but not limited to, the incurrence of up to €200.0 million of debt under credit facilities, the Martinez
Sampedro family to cause the Codere Group to maintain aratio of net debt to consolidated cash flow of less than
6.5:1 pro formafor the incurrence of such additional debt.

As of December 31, 2011, the outstanding principal amount under the PIK Term Loan Facility was
€531.4 million. Amounts outstanding under the PIK Term Loan Facility accrue interest at arate per annum equal to
EURIBOR for debt with a 3-month maturity plus 750 basis points. The maturity date of the PIK Term Loan Facility
is December 15, 2015.
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