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USE OF CERTAIN DEFINITIONS

As used in this Report, unless otherwise indicaa#tdeferences to:

“AAMS” are to theAmministrazione Autonoma dei Monopoli di Stdte Italian betting and gaming
authority;

“AAMS PREU payments” are to the estimate of gagniaxes owed by concessionaires based on the
amounts spent by customers on slot machines;

“Argentine peso” or “AR$” are to the lawful currey of the Republic of Argentina;

“AWP machines” or “AWPs” are to amusement witlizprmachines, which pay out cash prizes as a
percentage of total wagers over a pre-determinel ©f games, and are permitted in Spain (as “Type-
B machines”) and in ltaly (as “Comma 6” or “CommA”@nachines) to be placed in bars, cafés,
arcades and bingo halls;

“Brazilian reais” are to the lawful currency of&&il;

“Caliente Holdcos” are to Grupo Caliente, S.A.Rl¢ C.V., Jomaharho, S.A.P.l. de C.V. and Grupo
Inverjuego, S.A.P.l. de C.V., each a holding conypaficertain of the Legacy Caliente companies;

“Caliente Restructuring” are to a restructuringreement with Grupo Caliente, which closed on
March 31, 2011, pursuant to which we acquired aritgjstake in the Joint Opcos;

“CdC” are to the ItaliarCorte dei Contia constitutional body in Italy charged with sypging and
auditing the management and accounts of the pabiinistration (including the exercise of certain
jurisdictional activities relating thereto);

“CIE” are to Corporacion Interamericana de Emtnégmiento, S.A.B. de C.V,;

“Codere Group”, “Group” or “Codere” are to CodeBA. and its subsidiaries; “we”, “us” or “our’ar
also to Codere, S.A. and its subsidiaries unlessctmtext otherwise requires such reference tmbe t
Codere, S.A. or to the Issuer;

“Codere México” are to Codere México S.A. de C.V.

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

“COFECO?"” are to th€omision Federal de Competencihe Mexican competition authority;
“Colombian peso” or “COP$" are to the lawful cemcy of Colombia;

“Consolidated Financial Statements” are to thditad consolidated annual accounts of Codere, S.A.
and its subsidiaries as of and for the year endeceBber 31, 2012 including comparative financial
information for the year ended December 31, 20tdpared in accordance with IFRS and included in
this Report;

“CTH” are to Complejos Turisticos de Huatulco;
“Dalla Pria” are to Dalla Pria Service, S.r.1;

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

“Dollar Notes Indenture” are to the indenture gming the Dollar Notes dated as of February 82201
as supplemented on June 29, 2012, among the IsheeGuarantors (as defined therein), Deutsche
Bank Trust Company Americas as trustee, and ther gidrties listed therein;



“Dollar Notes Trustee” are to Deutsche Bank Thempany Americas;
“dollars”, “U.S. dollars”, “U.S.$" or “$” are tehe lawful currency of the United States of Ameyica

“EBITDA” (earnings before interest, tax, deprdima and amortization) are to operating profit plus
depreciation and amortization plus variation inyisimns for trade transactions plus impairmentésss
less gains or losses on asset disposals or adojssit

“EBT” are to Electronic Bingo Terminals, whicheasimilar to U.S. Class Il machines;

“EU” or “European Union” are to the European Umias constituted on April 30, 2004, specifically
comprising the countries of Austria, Belgium, Demkydrance, Finland, Germany, Greece, Ireland,
Italy, Luxemburg, the Netherlands, Portugal, Spa&weden and the United Kingdom, but not
including any country which becomes a member oBhmpean Union after April 30, 2004;

“euro” or “€” are to the lawful currency of theévhber States of the European Monetary Union;

“Euro Notes” are to the £760,000,000 aggregateciral amount of 8,% senior notes due 2015
issued by Codere Finance (Luxembourg) S.A. on 24n005, April 19, 2006, November 7, 2006
and July 29, 2010 under the Euro Notes Indenture;

“Euro Notes Indenture” are to the indenture gousy the Euro Notes dated June 24, 2005, as
supplemented on February 10, 2006, February 27,2@8y 17, 2007, July 17, 2007, April 24, 2009,
June 25, 2009, March 22, 2011, December 21, 20dVanuary 18, 2012, as further supplemented or
amended from time to time, among the Issuer, thar&uors (as defined therein), Deutsche Bank
Trust Company Americas, as trustee, and the otlrgiep listed therein;

“Euro Notes Trustee” are to Deutsche Bank Trusih@any Americas;

“free cash flow” are to EBITDA less net finandiacome (loss) excluding exchange gains (lossss |
corporate income tax and less total capital experes;

“Gap Games” are to Gap Games, S.r.l.;

“gaming halls” are to venues, including bingolfalith machines, casinos, machine halls at racksra
and stand-alone machine halls that have a numbdiffefent gaming devices offering various types of
games, the number of which varies from countrycontry;

“gaming machines” are to traditional reel spirpslots, machines with video screens and progressiv
jackpot machines, which include the Type-B machiogsrated in Spain, the Comma 6, Comma 6A
and VLTs operated in Italy, the EBTs operated irnkide and Spain and the slot machines operated in
Argentina, Mexico, Panama, Colombia and Uruguayicwlare similar to U.S. Class Ill Machines or
electronic gaming machines that are specificallyjneéel under U.S. federal law as Class Il gambling
devices and are typically permitted in U.S. casinos

“Gaming Re” are to Gaming Re, S.r.l.;

“Grupo Caliente” are to Jorge Hank Rohn and thexighn companies engaged in the gaming
business, including Turistica Akalli, S.A. de Cand Hipodromo de Agua Caliente, S.A. de C.V., in
which Jorge Hank Rohn, directly or indirectly, hela controlling interest;

“HRU” are to Hipica Rioplatense Uruguay;
“IAS” are to the International Accounting Standsir
“ICELA” are to Impulsora de Centros de Entretei@into de Las Américas, S.A.P.l. de C.V.;

“ICELA Acquisition” are to the acquisition of 3 of the outstanding ordinary shares of ICELA by
Codere, S.A. (through its wholly owned subsidiargd€re México, S.A. de C.V.) pursuant to the
ICELA Acquisition Agreement;



“ICELA Acquisition Agreement” are to the sale apdirchase agreement dated January 25, 2012
between Codere, S.A., Codere México, S.A. de GE, ICELA and Administradora Mexicana de
Hipédromo, S.A. de C.V. pursuant to which Coderd,. &hrough its wholly owned subsidiary Codere
México, S.A. de C.V.) purchased 35.8% of the ouiditag ordinary shares of ICELA;

“IFRS” are to International Financial Reportingagdards (formerly known as “International
Accounting Standards”, or “IAS”) as endorsed by Eweopean Union;

“IGT” are to International Game Technology;

“IPLyC” are to the Instituto Provincial de Lotarly Casinos de la Provincia de Buenos Aires, the
gaming regulator of the Province of Buenos Aires;

“IPO” are to the initial public offering of 10,08469 shares of Codere, S.A. on October 19, 2007;
“JCs” are to Jockey Clubs with a presence ind&daneiro, Rio Grande do Sul and Parana;

“JC Agreements” are to exclusive agreements batw@odere and JCs to jointly develop “any new
form of gaming” permitted under the JCs' licenses;

“Joint Opcos” are to Operadora Cantabria, S.ACdé.,, Libros Foraneos, S.A. de C.V. and Operadora
de Espectaculos Deportivos, S.A. de C.V., the Bees indirectly purchased from Grupo Caliente and
others in March 2011;

“Legacy Caliente” are to the Caliente Holdcog flmint Opcos, Promojuegos and Mio Games;
“Mexican peso” or “Mex. Ps.” are to the lawfulrcency of Mexico;
“Mio Games” are to Mio Games S.A. de C.V;

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

“Notes” are to the Dollar Notes together with thero Notes;
“Operadora de Espectaculos Deportivos” are ter@qiora de Espectaculos Deportivos, S.A. de C.V,;
“Operating Cash Flow” are to EBITDA less net ietst and taxes from the income statement;

“original CIE Joint Venture” are to the joint veme entered into between Codere and CIE in March
1999;

“Panamanian balboa” are to the lawful currencyahama, which are equivalent in value to the U.S.
dollar;

“Parent Guarantor” or “Codere, S.A.” are to Cae3.A., the parent company of the Codere Group;
“Promojuegos” are to Promojuegos de México, SIAC.V.;

“Recreativos Marina” are to Recreativos Marina.Sle C.V.;

“SAT” are to the Servicio de Administracion Trifawia;

“SATASB” are to SAT’s Administrative SupervisoBody;

“Senior Credit Facility” are to (i) a €60.0 mdin senior revolving credit facility, (ii) a €28.9illion

(as of March 31, 2013) letter of credit facilitycagiii) a €40.0 million surety bond facility (proded
that the maximum amount that can be drawn at amg tinder the letter of credit facility and the $yre
bond facility is €60.0 million) pursuant to a sanfacilities agreement, dated October 19, 2007, as
amended and restated and as further amended frwartditime, among, Codere, S.A. and certain of its
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subsidiaries as subsidiary guarantors, and BardBaysk PLC, as agent, Barclays Capital, Credit

Suisse International and Banco Bilbao Vizcaya Atgea, S.A. as mandated lead arrangers, Houston
Casualty Company Europe, Seguros y Reaseguros)S.as surety bond provider, and Deutsche

Trust Company Limited, as security trustee;

“SLI Group” are to the Sociedad Latinoamericapdm/ersiones Group;

“slot machines” are to gaming devices into whicblayer inserts a form of currency and, based on a
set of probability variables, the player eithee®she wager or is awarded a prize;

“TAR Lazio” are to the Lazio Regional Administia Court;
“Thunderbird” are to International Thunderbirdr@Gag (Panama) Corp.;

“VLT machines” or “VLTs" are to video lottery terinals, which are prize machines that pay out cash
prizes as a percentage of total wagers over a rargdatistical process, and are permitted in Italy (
Comma 6B machines) to be placed only in gamingshalingo halls and betting shops. The main
difference between VLT machines and AWP machinghas the VLT machines are connected to a
central system that provides the machine with animign number based on a lottery system that makes
the machine more random, while AWP machines ardsdéone machines that give prizes depending
on a pre-determined cycle of games; and

“William Hill” are to William Hill plc.



PRESENTATION OF FINANCIAL AND OTHER DATA

Unless otherwise indicated, historical financidbmmation in this Report has been prepared in ataore with
IFRS. IFRS differs in certain significant respefttsn U.S. GAAP. Any discrepancies in any table bew totals
and the sums of the amounts listed are due to mognd

Except as otherwise indicated, the financial infation and financial statements included in thisdepre
presented in euro. The euro is the common legatoay of the Member States participating in thedtstage of the
European Economic and Monetary Union, includingispa

We define “EBITDA” as operating profit plus depration and amortization plus variation in provisidos
trade transactions plus impairment losses lesgdhes or losses on asset disposals or acquisit&BIF.DA and
EBITDA margin (which we calculate as EBITDA dividegt operating revenue) presented in this Report are
supplemental measures of our performance and ligultat are not required by, or presented in atance with,
IFRS. Furthermore, EBITDA and EBITDA margin shoulgt be considered in isolation and are not measemtsn
of our financial performance or liquidity under ISRind should not be considered as an alternatipeofit or loss
for the period or any other performance measurasatkin accordance with IFRS or as an alternativeash flow
from operating, investing or financing activities @ameasure of our liquidity as derived in accocdanith IFRS.
These non-GAAP financial measures do not necegsadicate whether cash flow will be sufficientavrailable for
cash requirements and may not be indicative ofesults of operations. In addition, such measuseseadefine
them may not be comparable to other similarlyditheeasures used by other companies.

Unless otherwise indicated, references to the atfuntal debt outstanding as of any particulaeda this
Report are references to the amount of such debtded on our consolidated balance sheet. Suchramallibe
less than the nominal amount of our consolidatdd peor to the maturity date because, under IF&®&solidated
long-term debt on the balance sheet is recordathattized cost, using the effective interest rag¢hmd.
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FORWARD LOOKING STATEMENTS

This Report includes forward looking statements te#ect our intentions, beliefs or current expgicins and
projections about our future results of operatidinsncial condition, liquidity, operating performee for 2012 and
thereafter, prospects, anticipated growth, strategipportunities and the industry in which we afeerForward
looking statements involve all matters that arehstiorical fact. Forward looking statements maydaend in
sections of this Report entitled “Management’s Dgsion and Analysis of Financial Condition and Resof
Operations”, “Business” and elsewhere.

These forward looking statements are subject ks risncertainties and assumptions and other fatttatscould
cause our actual results of operations, finan@adiion, liquidity, performance, prospects or ogipoities, as well
as those of the markets we serve or intend to serwhffer materially from those expressed insoggested by,
these forward looking statements. Factors thatdcoalise or contribute to such differences includgaout
limitation, those discussed in the section entitRdsiness” and elsewhere in this Report. You stioult place
undue reliance on such forward looking statememttich speak only as of the date of this Report.akfgressly
disclaim any obligation or undertaking to releasbligly any updates or revisions to any forwardking statement
contained in this Report which may be made to cefi@ents or circumstances after the date of thjsoR,
including, without limitation, changes in our busas or acquisition strategy or planned capital edjpares, or to
reflect the occurrence of unanticipated events gixae required by law.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA
Our Selected Consolidated Financial Information andOther Data

The selected audited consolidated financial infdimmaas of and for the years ended December 311 20d
2012 presented below has been derived from outexlidonsolidated financial statements as of andheryears
ended December 31, 2011 and 2012. The audited ladateal financial statements as of and for the yearded
December 31, 2011 and 2012 have been preparedandance with IFRS and audited by Pricewaterhousp@s
Auditores, S.L., our independent auditors.

Year ended
December 31,

2011 2012

(audited)
(€ in millions)

Income statement data:

OPEIALING FEVENUE. ... .ciii it e e eeieeie et e e e taattes et e s as s aaaseaaeaaetaaasaeeaeseesesssssnnnsnnan 1,374.4 1,663,9
Operating expenses:
Consumption and other external EXPENSES .. cecrrrrierereeeeeeeeieieiaiiirsreeeeeaes 63.3 54.4
Personnel expenses 261.9 327.9
[D]=T o= To =i o ] o [P SURURR PP 87.4 115.9
Amortization of intangible aSSetS ........ccoceveeviiii i 38.2 38.9
Variation in provisions for trade transactionS.............uvvviiiiiiiiiin e ceeeeee (2.2) 1.8
T a0 F= U 0 =T a1 B 0 E PR 4.1 75.2
Other operating expenses: 759.5 976.4
Gaming and OthEr tAXES ........vuvevriiiiiiier e e e n e e e e e aaaaaees 4299 520.6
MaChing rental COSES ......ciiiiiiiiiiiiitceerre e e e r e e e e e e 44.3 54.0
L 1 = PSSR 285.3 401.8
Total OPErating EXPENSES .......uvviveruuurirriiiiiiias e esieeeeaetaereereearerrerrerrr—.- 1,212.3 1,590.5
Gains (losses) on asset disposals Or aCqUISITLONS..........veveiiiiiiiiiieiee e cceceeeeeeieanns 1.4) 36.6
Operating Profit .. ....ooi e e e e e e e e e 160.7 110.0
Financial items:
FINANCIAl INCOMIE .....cciiiiiiiee et ettt s s e e s e e e e aeaaaaaaeaeeaeeeaeananes 16.9 7.6
FINANCIAl EXPENSES ... uuiiiiii ittt e e e e e e e e e e e e e e e teeeeaearaaes 86.5 115.0
Gains or 1055eS 0N fINANCIAl ASERLS...........veveeeeeeeeeeeeeeeeeeee oo eeeeee e ee e - (51.4)
Exchange gains (I0SSES), NEL.............ucemememmeeeeeeeeeeee e e e e e e e eanare e e e e e 3.1 0.4
Profit before tax of continUING ACtIVIIES ...uceeeriiiiiiiiiiiiie e 94.2 (48.4)
COrporate INCOME TAX.......cciiiiiiiiieiieeiemrnnmsee e e e e eeeeeee et eeaeeas et e aaseaesasaaaeaaaaeaaaeenes 58.4 73.0
Profit after tax of continuing activities .. 35.8 (121.4)
Consolidated netincome .................... 35.8 (121.4)
NON-CONEIOIING INTEIESES ...ttt e e e e e e e s e e aneereeees (16.4) (16.8)
Net income (loss) attributable to owners of thegpar.............cooovviviiiiiiiii e 52.2 (104.6)



Year ended
December 31,

2011 2012
(audited)
(€ in millions)
Balance sheet data:
Cash and cash eqQUIVAIERALS. ..............cceiieee e 135.7 84.8
WOTKING CAPItAR) ...ttt (178.1) (128.5)
TOtAl @SSO .. ..o 1,563.0  1,933.6
TOtal AEBP) ... 867.1 1,174.3
Equity attributable to owners of the PareNt . ...cooocvviiiiiiie e 1155 (2.0)
Non-controlling interest8 48.7 100.6
Year ended
December 31,
2011 2012
(audited)
(€ in millions)
Cash flow data:
Net cash flow provided by operating actiVitieS..............covvvrviviiiiiiiiiiiii e 232.3 209.0
Net cash flow used in iINVESHING ACHIVITIES .....cceiiiiiiiiiiiieiiei e, (118.7) (429.4)
Net cash flow provided by financing activVitieS..c.e.......vvvevieeee i, (66.0) 170.9
Net increase (decrease) iN CASN.........occcereer i i e e e e 45.1 (50.9)
Year ended
December 31,
2011 2012
(€ in millions)
Other financial data:
EBITDA®) Lot 289.7 305.2

(1) The amount recorded in 2012 includes write-offshia Legacy Caliente business and realized losda®deto transactions in Argentine
securities.

(2) Cash and cash equivalents consists of cashnésbcash on hand and short-term deposits witrigimal maturity of three months or less,
which are not subject to significant fluctuations.

(3) We define working capital as current assetsl@ghing cash and cash equivalents) less currebilifias (excluding payables to credit
entities and bonds and other marketable securities)

(4) The balance as at December 31, 2011 was restata result of the application of the definitageounting treatment for business acquired
in 2011.

(5) We define total debt as non-current and curismuted senior notes, plus non-current and cudelnit owed to finance entities.

(6) We define EBITDA as operating profit plus depation and amortization plus variation in provissofor trade transactions plus
impairment losses less gains or losses on asgedsdils or acquisitions. EBITDA is not a measuremenuired by, or presented in
accordance with, IFRS. EBITDA should not be congden isolation and is not a measurement of quaricial performance or liquidity
under IFRS and should not be considered as amatiee to operating profit or loss for the periodamy other performance measures
derived in accordance with IFRS or as an altereativcash flow from operating, investing or finangciactivities as a measure of our
liquidity as derived in accordance with IFRS. EBIdoes not necessarily indicate whether cash flolivbe sufficient or available for
cash requirements and may not be indicative ofresults of operations. In addition, EBITDA as wdimke it may not be comparable to
other similarly tited measures used by other camgm



The reconciliation of EBITDA to operating profit & follows:

Year ended December 31,

2011 2012

(unaudited)

(€ in millions)
2] 8 I SRR 289.7 305.2
- Depreciation and amortization ...........ccccieeiieiieei e s 125.6 154.8
- Variation in provisions for trade transactions..............ccceceeeieiiieeeeeeieieeeeeeneinnns (2.1) 1.8
= IMPAIMENT JOSS ..cviiiieeiiiiiieii e s et e ea e e e e e e e e e aa e e e e e eeareeareneseenas 4.1 75.2
+ Gains (losses) on asset disposals or acquISItiQNS............coovvcceemriiiviirerennen, 1.4 36.6
Operating Profit ... 160.7 110.0



MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiomcivith the information set forth in “Selected Bircial
Information and Other Data” and our Consolidatedngincial Statements and accompanying notes included
elsewhere in this Report.

The following discussion contains certain forwaotKking statements that involve risks and unceri@sntOur
future results could differ materially from thossalissed below. Factors that could cause or coateltto such
differences include, without limitation, those dissed in the section entitled “Business” and elsenghin this
Report.

Overview

We are a leading gaming company engaged in thegeament of gaming machines, machine halls, bings,hal
horse racing tracks, casinos and sports bettirgfitwts in Latin America, Italy and Spain. As of Batber 31,
2012, we managed 56,474 gaming machines, 186 gamitgy(including machine halls, bingo halls witlachines,
machine halls at racetracks and casinos), 1,37@sspetting locations and three horse racing tralck2012, we
generated operating revenue of €1,663.9 millionBRETDA of €305.2 million.

In Argentina, we believe we are the largest opertgaming halls with 14 gaming halls in which wgerated
5,856 slot and other gaming machine seats and 3®j580 seats in the Province of Buenos Aires d3eafember
31, 2012. In 2012, our business in Argentina gerdraperating revenue of €653.8 million and EBITBA
€160.6 million.

In Mexico, through ICELA and Legacy Caliente, adafcember 31, 2012, we were the largest operator of
gaming sites with 89 gaming halls in which we openlal 9,222 gaming machine seats. As of Decembe2(B2,
we also operated 79 sports betting locations, #andygh ICELA, we operated a 52 hectare gaming dexnp
Mexico City that included the Las Americas racdtram amusement park and the largest conventiciercen
Mexico. As of December 31, 2012 we held licensdsuitd and operate an additional 46 gaming hai412, our
business in Mexico generated operating revenud®7 2 million and EBITDA of €103.2 million.

In Italy, we believe we are the leading gaming bakrator with 13 gaming halls as of December 8124n
which we operate VLT and AWP machines and offegbinNe also operate AWP machines in non-specialized
locations, such as bars. As of December 31, 20&2)perated 6,907 AWPs, 1,157 VLTs and 5,775 biegdss and
13,210 gaming machines (which include the onesatpdrby us and by other operators) were connegtedrt
network in Italy. In 2012, our business in Italyngeated operating revenue of €261.0 million andTEB\ of
€35.0 million.

In Spain, we believe we are the second largesabmeof AWP machines with 12,188 machines locateolvier
8,464 bars, restaurants, machine halls and onengamail as of December 31, 2012. The gaming halbperate is
the Canoe gaming hall in Madrid, which featuresngd venue, AWPs and sports betting locationsotalt we
operated 1,176 sports betting locations in Spaiof &ecember 31, 2012. In 2012, our business innSpenerated
operating revenue of €154.3 million and EBITDA d5€ million.

Our Other Operations, which generated operatingmes of €157.6 million and EBITDA of €18.5 milliam
2012, included (i) 12 gaming halls (including 1kic@s and a machine hall at the racetrack), oretnaack and 73
sports betting locations in Panama, (ii) 52 ganfialls, including five casinos, in Colombia, (iiij@nt venture in
horse racing, five gaming halls and 44 sports hgtthications in Uruguay and (iv) seven sports bgttbcations in
Brazil.



Presentation of Financial Information

The financial statements contained in this Repufuide our audited consolidated financial statemastof and
for the year ended December 31, 2012, including paoative financial information for the year ended
December 31, 2011 prepared in accordance with [#RS‘Consolidated Financial Statements”).

Segment Reporting

In the discussion below we review our results afragions on a consolidated basis and on the basisrdour
principal businesses: Argentina, Mexico, Italy é&mhin. We also have operations in Colombia, UrugBapama
and Brazil, which are of a smaller scale. A limitidcussion of these operations has been includieavtunder the
heading Other Operations. Internet gaming operstiamich we are developing in certain countriesvlich we
operate, are included in the corresponding busasess

In 2012, our four principal businesses comprised3®@9 26.3%, 15.7% and 9.3%, respectively, of our
consolidated operating revenue and 48.2%, 31.09%%@&nd 4.8%, respectively, of our consolidated THEBA
(excluding, in each case, headquarters revenuegxgehses). Our operations discussed under Otheratigns
comprised 9.5% of our consolidated operating regesmd 5.6% of our consolidated EBITDA (excluding.each
case, headquarters revenues and expenses) in PB&2organization of our operations into our foumgipal
businesses reflects the manner in which our manageeavaluates the performance of our various baséseand,
on the basis of such information, makes finanaml strategic decisions regarding our operations.béleve that
the organization of our operations into the foregobusinesses also enhances our ability to adaghietdifferent
market and regulatory environments of the countriaghich we conduct our operations.

Our Group headquarters in Spain provide centrapamate services including information technology,
accounting, finance, tax, legal and strategic sttpoour four principal businesses and all of Gther Operations.
We do not allocate any of the expenses associatbdswch services to the four principal businesse®ther
Operations receiving such services and therefaegerating profit and EBITDA for our four princigausinesses
and Other Operations described below do not inchedquarters expenses corresponding to the fouigal
businesses and Other Operations.

Factors Affecting the Comparability of Our Resultsof Operations

As a result of the factors discussed below, ouraip®y results for certain of the financial periatscussed in
this Report are not directly comparable with theraging results for other financial periods disedsierein and
may not be directly comparable with our operatiesuits for future financial periods.

Latin American Currency Depreciation

We are exposed to foreign exchange rate risk indbareporting currency is the euro, whereas thgrity of
our subsidiaries keep their accounts in other ogres, principally Argentine peso and Mexican pesd also
Panamanian balboa (equivalent to the U.S. dolfaglpmbian peso, Uruguayan peso and Brazilian reaid, a
portion of our costs and revenues are referencead $o dollars. If we continue to expand our operadiin Latin
America, we will increase the proportion of our ggiing revenue that we generate in currencies aktzer the euro.
In 2012, 39.3% and 26.3% of our operating revetnauyding the gains and losses on foreign exchamngency
contracts and excluding in each case headquageesues) was denominated in Argentine peso andddexieso,
respectively, and a total of 75.0% of our operatiegenue was in non-euro denominated currenciegn®uhe
periods under review, Latin American currencies,particular the Argentine peso, have generally eepted
against the euro and this has had a significanfanpn our financial condition and results of ogierss when
expressed in euro. As a result of the Latin Americarrencies depreciating against the euro, the ealue of the
operating results of our Latin American subsidignigon inclusion in our Consolidated Financial &tegnts has
decreased even if, in local currency terms, thesioits of operations and financial condition hamained the same
or improved relative to the prior year. Accordingtieclining exchange rates may limit the abilityoofr results of
operations, stated in euro, to fully describe tlefgrmance in local currency terms of our Latin Aioan
subsidiaries. Our Latin American subsidiaries galygenerate revenues and incur expenses andltiegbin their
local currency, which provides them with a natimadige against foreign currency fluctuations.



The assets and liabilities of our subsidiaries,clwliieep their accounts in currencies other tharethe, have
been translated to euro at the period-end excheatge for inclusion in our balance sheet. Incoragestent items
are translated into euro at the end of each mamdhttzese monthly results in euro are added to meduarterly or
annual results, as applicable.

The table below sets forth the period end exchaatgs of the euro relative to the Mexican peso Aftgentine
peso and the U.S. dollar for the periods indicated.

Year ended December 31,

2011/2012
2011 2012 % change

Mexican peso/euro

(€1.00 = Mex. Ps.)

(21410 To =10 Lo OSSP O PP PTPRTPROON 18.09 17.14 (5.3)%
Argentine peso/euro

(€1.00 = Arg. Ps)

[RL=T o1 I =T 2 o RSOOSR RPR PP 5.59 6.50 16.3%
U.S. dollar/euro

(€1.00 =U.S.9)

[RL=T o1 I =T 2 o RSOOSR RPR PP 1.29 1.32 2.3%

Source: Mexico’'s Tax Administration Servicggrvicio Administracion Tributaria del Gobierno M&xicg, Bank
of the Argentine NationBanco de la Nacién Argentiphand European Central Bank.

The table below sets forth the average of the nipatferage exchange rate of the euro to the Mexieso,
the Argentine peso and the U.S. dollar for thequiriindicated.

Year ended December 31,

2011/2012
2011 2012 % change

Mexican peso/euro

(€1.00 = Mex. Ps.)

E V=T - To [ SRS 17.3¢ 16.€3 (2.9%
Argentine peso/euro

(€1.00 = Arg. Ps)

LN =T = Uo [T OO TP PRSP PP 5.7¢ 5.87 1.9%
U.S. dollar/euro

(€1.00=U.S.9)

E V=T - Vo [ SO P TP 1.3¢ 129 (7.2)%

Source: Mexico’'s Tax Administration Servicggrvicio Administracion Tributaria del Gobierno Mexicg, Bank
of the Argentine NationBanco de la Nacién Argentiphand European Central Bank.

The table below sets forth the period end exchaaigs of the U.S. dollar relative to the Mexicas@and the
Argentine peso for the periods indicated.

Year ended December 31,

2011/2012
2011 2012 % change
Mexican peso/U.S. dollar
(U.S.1.00 = Mex. Ps.)
[ =T 10T =T 2 o ISP 13.98 12.99 (7.1)%
Argentine peso/ U.S. dollar (U.S.1.00 = Arg. Ps)
PeriOd €N ... 4.3C 4.91 14.2%

Source: Mexico’'s Tax Administration Servicggrvicio Administracion Tributaria del Gobierno Mexicg and
Bank of the Argentine NatioB@nco de la Nacién Argentiha



The table below sets forth the average of the nipatverage exchange rate of the U.S. dollar taMegican
peso and the Argentine peso for the periods inglitat

Year ended December 31,

2011/2012
2011 2012 % change

Mexican peso/U.S. dollar
(U.S.$1.0(= Mex. Ps.
F =T = To =TT U PO PPV P TP PPRPON 12.44 13.12 5.5%
Argentine peso/U.S. dollar
(U.S.$1.0(= Arg. Ps)
AVETAGE ...ttt eeie sttt eteeteseeaea st se st eseebe e ee et ebaseebess b e b en s bmmamnt s e b et neebeneere e
4.13 4.5t 10.2%

Source: Mexico’'s Tax Administration Servicggrvicio Administracion Tributaria del Gobierno Mexicg and
Bank of the Argentine NatioB@nco de la Nacion Argentiha

As of March 31, 2013, the exchange rate of the sutbe Mexican peso was €1.00 = 15.82 Mex. Ps., th
exchange rate of the euro to the Argentine peso8d&@¥ = 6.55 AR$ and the exchange rate of the ®uttee U.S.$
was €1.00 = 1.28 U.S.$. As of March 31, 2013, ttehange rate of the U.S. dollar to the Mexican peas
U.S.$1.00 = 12.35 Mex. Ps. and the exchange rateed.S. dollar to the Argentine peso was U.SG+6.12
ARS.

In order to mitigate part of the foreign exchanigé& to which we are subject, in prior years we hentered
into hedge agreements to cover sales for an anagppmoximately equivalent to 50% of projected EBITBAmM
our Argentine and Mexican operations on a rolliagrfquarter basis. The hedges consist of forwardhases of
foreign currency (local currency to U.S. dollaremiro, and on certain occasions, U.S. dollar to)eiwe
application of the policy takes into account oupeotations of the amount of funds we expect torepst, the
amount of euro or U.S. dollar commitments we héve currency these are denominated in, and ourcéaiens
about U.S. dollar and euro currency market movemexg of February 28, 2013, however, we had nddare
exchange forward contracts in place.

Our Argentine peso foreign exchange forward contizat matured during 2012 amounted to a net léss o
€3.8 million in 2012. We did not have any Mexicasp foreign exchange forward contracts in 2012.r€aézed
losses have been recorded as other operating reveour Argentine business.

Caliente Management Services

Through June 30, 2010 our operating revenue uhdegprievious management services agreement withoGrup
Caliente was equivalent to 50% of the profit bef@re of the halls we managed. Mexico operating mereealso
included sales to Grupo Caliente of gaming haltgrovements, and equipment including machines edisas
reimbursement of costs incurred on Grupo Calieriietsalf, such as hall managers’ salaries and faielsipp
connection with the use of machines. From JulyO1LO2 the new management services agreements \githotht
Opcos provide for an annual fee of up to U.S. $36illon as well as an aggregate monthly fee of. 81 million
until December 31, 2010. In addition, Codere Méxatered into management services agreements with
Promojuegos and Mio Games pursuant to which thesganies pay Codere México an aggregate maximum
annual fee of U.S.$7.6 million through the end @12 The management services fees are payablenomthly
basis. In 2010, we entered into a restructuringegent with Grupo Caliente, which closed on Marth2®11 (the
“Caliente Restructuring”) pursuant to which we aoced a majority stake in the Joint Opcos, whictdreah
aggregate of 46 gaming licenses in Mexico in M&@h1. In connection with the Caliente Restructuring
terminated the contract pursuant to which we coogtd or refurbished gaming halls and Grupo Caidought
such halls at cost, but we maintained the manageseevices agreements with the Joint Opcos, Proagojsiand
Mio Games. Payment of the management service fadesr these agreements are now accounted for as
intercompany transactions. Following the closinghef Caliente Restructuring, we began fully cortilng the
Joint Opcos (reflecting Grupo Caliente’s stakedaleof these entities, as well as its stake in Bjoegos and Mio
Games, as non-controlling interests) effective Mat, 2011 for balance sheet purposes and Ap2i011 for
income statement purposes.



Write offs in Legacy Caliente Business

As part of the agreements signed at the time o€Cddeente Restructuring (including the managementises
agreement and the revolving credit facility agreetgganted by Codere México to the Joint Opcosy, Enillion
remained on our balance sheet as debt from Gruppen®s which was to be repaid from dividends htttable to
Grupo Caliente’s 32.7% stake in the Joint Opcoshénsecond quarter of 2012, we wrote-off this £28illion
because the assessed net present value of thertigids very low compared to the amount of thetanting debt,
principally due to the fact that the Joint Opcosshfirst satisfy the payments due under the managéservices
agreement and service the credit facility loan grdty Codere México. In 2012, we also wrote-off Slmillion
associated with the put option we had on 7.3% eftiares in the Joint Opcos.

Spain Impairment Charge

In 2012 and 2011 we recorded a goodwill impairndatrge of €75.2 million and €4.1 million, respeetiy in
our Spain business as a result of a goodwill inmpaitt test conducted in relation to the 2012 and Ziancial
statements. The impairment was triggered by thekwegcroeconomic condition and its negative impacthe
gaming industry. The impairment loss is a hon-gdsdrge to operating earnings, and does not affediquidity,
operating cash flow, or debt service capacity.

ICELA Transaction

On February 8, 2012 we completed the purchase36f&¥o stake in ICELA from CIE. The purchase pricgsw
Mex. Ps. 2,653 million (equivalent to approximatélys8 million as of February 8, 2012). The acqigisibf the
35.8% stake was in addition to our 49% stake aijréwdd in ICELA. Until January 31, 2012, we condalied our
stake in ICELA under the proportional method. Begig February 1, 2012 we began to consolidate ICEbh8er
the global method of consolidation.

Gain on Revaluation of Our 49% Stake in ICELA

Upon the acquisition of a controlling stake in IGElwe valued our pre-existing 49% stake in ICELAait
market value, as required under IFRS, which redutte€38.8 million recorded under gains and (logsesasset
disposals or acquisitions on the income statenTérd.€38.8 million is the result of the €64 millidifference
between the fair value and book value recordeteatitne of the acquisition, minus €25.2 milliondsses on
foreign currency associated with these assets ghréebruary 8, 2012, which are required to be ssfiad from
the balance sheet to the income statement.

Tax Provisions in Mexico

In 2012, we took charges against contingent tdoiliiges for five claims in Mexico in an amount bfex. Ps.
75.6 million (equivalent to approximately €4.8 naiti as of March 31, 2013), of which, Mex. Ps. 4hi8ion
(equivalent to approximately €2.6 million as of Ma31, 2013) are reflected in other expenses, agxi Ms.
33.8 million (equivalent to approximately €2.1 nigiti as of March 31, 2013) in corporate income gee
“Business—Litigation—Tax Contingencies—Mexican Taisputes”.

Argentine License Renewals

On November 29, 2012, the five gaming licensesHerhalls that Codere operates in the ProvinceueihBs
Aires, the original terms of which would have exgilin 2013 and 2015, were renewed for 15 years fhain
original expiry date following the signing of indilual agreements for each of these halls with misétlito
Provincial de Loteria y Casinos de la ProvinciaBdenos Aires, or “IPLyC” (the gaming regulator b&tProvince
of Buenos Aires).



The table below provides for each hall, the resofupursuant to which the relevant gaming licenses w
granted and its expiry date:

Hall Individual Resolution Expiry Date

Moron 1788/12 June 11, 2028
Ramos Mejia 1789/12 April 9, 2029

San Miguel 1787/12 May 1, 2029
Lomas del Mirador 1785/12 September 30, 2029
San Justo 1786/12 October 14, 2029

As stipulated under Resolution 1078/12 and Dec681%2 published in July 2012, the renewal of the fi
gaming licenses was subject to a fixed renewabfe®R$614 million (equivalent to approximately €16illion as
of August 29, 2012), for all five halls, which wedan paying in August 2012 and finished payingaimuary 2013,
and an AR$232 million (equivalent to approximat@&0 million as of August 29, 2012) canon tax surgha
payable monthly over five years, beginning in Sefiter 2012.

Following these renewals, out of the 14 halls werate in the Province of Buenos Aires, eight hinankes
which expire in 2021, one has a license which espin 2028, four have licenses which expire in 2828 one has
a license which expires in 2016. The latter refer§emperley, the smallest of our halls in the Rroe.

Consolidation of the Spanish Businesses

Following a series of regulatory changes in Spla#t progressively allow for more gaming productbeo
offered in the same premises (for example, selfiseiterminals for sports betting allowed in barghie Basque
region and Navarra; sports betting, electronic pakel roulette allowed in gaming halls, and B3/EBllewed in
bingo halls in Madrid), we have combined all of &anish operations to extract commercial andsyosrgies
among the businesses. As such, results previoegbrted under the Spain AWP, Spain bingo businedsports
betting business units, including results as offandhe year ended December 31, 2010 previougigrted, have
been reported as a single reported segment unaén Beginning January 1, 2011.

Reduction of Gaming Tax in Spanish Bingo Business

In December 2010, in an effort to boost the bingotar, the Community of Madrid increased the ppag-out
ratio by 6 percentage points from 65% of card s@lé&l% and decreased the gaming taxes applicabliago
operators by 7% from 22% to 15% in each case, @ffedanuary 1, 2011. A decrease in gaming taxd$of
increased the margin to bingo operators, includimgbusiness in Spain.

Acquisitions
During 2011 and 2012, we acquired companies inraégeuntries in which we operate. These acquisitio

have affected the comparability of our results pémtions. The table below shows our significagugitions
during this period (for more information on acqti@is, see Note 6 to our Consolidated Financiaiegiants):

Percentage

Company Date Segment stake
Grupo Caliente SAPI de C.Vo...ovvvviiviiiiiinennn, March 2011 Mexico 67.3%
Operadora de Espectaculos Deportivos S.A. de

CV e March 2011 Mexico 67.3%
Jomaharho SAPI de CV.......cooviiieiiiiieeen March 2011 Mexico 67.3%
Operadora Cantabria S.A. de CV.................. March 2011 Mexico 67.3%
Libros Foradneos S.A.de CV.................cceeeeee. March 2011 Mexico 67.3%
Gap Games, S.r.l.ccvccvciiiiieiiene, May 2011 Italy 51.0%
Gaming Re, S.ur.l. oo e July 2011 Italy 75.0%
Gaming Service, S.rl..iiiiecvee July 2011 Italy 75.0%
ICELA® L. February 2012 Mexico 35.8%
Dalla Pria Service, S.r.l.....ccovvvvievivirininn, June 2012 Italy 60.0%

(1) Before February 2012, we held a 49% stakeignabmpany.



Ballesteros Litigation Settlement

On September 23, 2009, the Madrid Provincial Cmstied a judgment on our appeal requiring Mr. José
Ballesteros and his wife (the “Ballesteros”) toagCodere approximately €12.0 million of the €15ilion we
paid in connection with the purchase and sale ageeefor 50% of the shares of all entities thatrafel
Ballesteros’ businesses in Spain and Venezueld &wount was repaid to us in December 2009. IneBapr
2009, we filed an appeal to the Madrid Provincial@'s judgment requesting payment of interest @edrsince
March 2000, the date of the initial claim. The agdpeas granted by the Supreme Court in Novembet 26rtlering
Mr. Ballesteros to make a payment of €5.0 millinratcrued interest. €2.0 million were repaid inrfgaby 2012
and the remaining €3.0 million are being repaidOmmonthly installments. The €0.8 million costsated to the
appeal are reflected as a non-recurring cost iparate overheads.

Exceptional Items

In addition to the items mentioned above, we regdreixceptional losses in 2012 of: €6.8 million a&xted
with restructuring charges in Spain, Mexico, Argeatand Italy; €1.6 million associated with openexgenses of
the Crown Casinos in Colombia; €1.5 million and?etdillion in Italy related to the AWP renewal femsdathe
adjustment of the contingent payment for Gap Gamued;€0.7 million associated with the ICELA trartgatin
Mexico. We recorded exceptional gains of €0.9 wnillrelated to the reversal of compensation prongsia Spain
and €0.6 million associated with the adjustmerthefcontingent payment for Future Games in Italy.

In 2011 we recorded exceptional gains of: €3.5iomlassociated with the reversal of gaming taatyl
associated with the recalculation of the 2010 PRgaUning tax) by the Italian regulator; €1.3 milliassociated
with the reclassification of VLT costs in Italy; @&€2.0 million relating to the reversal of expenseblexico. We
recorded exceptional losses of: €1.2 million relgtio a provision for a fiscal contingency in Mexi€0.4 million
associated with the ICELA Acquisition; and €1.1lioil associated with personnel restructuring expetiig Spain.

Key Factors Affecting Our Results of Operations

General Factors
Regulation

Our operations are highly regulated and many ofdbtors that affect our results of operationspaescribed
by applicable regulation. These factors includenti®mum payout ratio, such as in the case of ggmiachines in
many of the markets where we are present, gamies tanaximum wager, minimum average gaming time,the
number of gaming machines that we may install irs b@staurants and our bingo halls. Furthermarepperations
are affected by regulations not specific to the iggnmdustry, such as the introduction of smokiagb or
limitations, and limitations to the hours of op@vas of the location in which we operate gamingvitaes. These
factors are generally fixed by regulation and mayavorably or unfavorably modified only as a résdithe
legislative process in the applicable country, sagir municipality. As a result of the highly regtdd nature of the
gaming industry, we are required to focus on thtéd number of factors that are within our contoolmprove our
results of operations.

In addition, our results of operations are depethdpon the granting and timely renewal of the nsags
licenses by the gaming authorities in the counirieshich we operate. Gaming authorities in sucntoes have
the authority to deny, revoke, suspend or refusertew licenses we or our partners or clients haldlimpose fines
or seize assets if we or our partners or cliergf@und to be in violation of any of these regulas, any of which
could have a material adverse effect on our busjrfggncial condition and results of operations.
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Macroeconomic Factors and Demographics

Gaming is a form of entertainment and, as such petes with other forms of entertainment for the
discretionary spending of the local populationgémeral, countries and regions with higher GDPkteiild to have
higher levels of discretionary spending that camlibected to gaming and other forms of entertairtm®milarly,
although we believe gaming tends to be more resitlean other forms of entertainment, when a cqumtregion
experiences a decline in GDP or a rise in inflagtgpending on gaming may also decline. Demogragianges
may also affect our results of operations. In addjtchanging social habits in the countries inalhive operate,
such as longer working hours that result in a dessrén time spent on entertainment, may adverskgtaour
results of operations.

Competition

Consolidation of smaller gaming companies or thgeapance of a new competitor, including illegalrapars,
close to the area of one of our key gaming sitegdcsignificantly affect our results of operatios. many of the
countries and regions in which our businessesoaaéd, the number of gaming sites in a given iariianited by
regulation. However, illegal operators are, by nataot controlled by regulation and their existendll depend on
the desire or ability of regulators to regulate dogvity. If such regulations were to be modifiedallow for an
increased number of gaming sites close to theitmtatf our gaming sites, our clients could choaseisit our
competitors’ sites rather than our own. A decréasgsitors to our gaming sites could result in &veperating
revenue and, in certain cases, our eventual clagimglocating of our gaming sites.

For more information on our competitors in the ne&skin which we operate, see “Business”.
Argentina

Our Argentina business principally operates ganiaigs with slot machines and bingo. The key factbed
affect the results of operations of our Argentingibess’s slot machine operations are the numbiestailed slot
machines and the average daily net win per slohimacThe factors that most significantly affec tiumber of
our installed slot machines are the number of ggrhails that we are able to open in Argentina,ahility to
expand or relocate existing halls and Argentinell@gn that limits the number of slot machined tinay be
installed in any bingo hall to one for every twadpd seats. The average daily net win per slot nmacisi most
significantly affected by our ability to select higroduction slot machines and efficiently rotate portfolio of slot
machines. We believe our ability to select attragthigh production slot machines results from exgerience in
the slot machine business and the size of our bssjiwhich enables us to test numerous machiritke aame time.
The Argentina business principally purchases dasmslachines. The results of operations of our Aligarbusiness
are also affected by gaming taxes which are leatetle provincial level. The operating results of bingo
operations are subject to factors such as theadifiy of larger cash pools and the number of etayin the halls
which affect card sales.

The license renewals in Argentina result in addiiaupfront payments and a canon tax surchargehwiage
affected results, and which we expect to affeatltesn the coming years. As of the date of thip&e and since
2007, we have renewed 13 licenses. See “Businesgentina” for additional detail regarding these fise
renewals.

Mexico

Our principal business in Mexico is the operatibigaming halls in which we operate slot machined, &m
certain cases, traditional bingo. We also openabets betting books and, through ICELA, a 52 hectaming
complex in Mexico City, which includes the Las Ameas racetrack, an amusement park and the largesention
center in Mexico. On February 8, 2012 we closed@ie_A Acquisition Agreement with CIE, pursuantwiich
we purchased an additional 35.8% stake in ICELA-ebruary 8, 2012. The Mexico business also incltiges
Mexico Internet operation. Our Mexico business’smaing revenue is significantly affected by thegltoons of the
gaming halls. In general, the most desirable locatifor gaming halls in large metropolitan areasiarcity
shopping malls due to their accessibility by capablic transportation and their perception of siégu
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As in the case of our Argentine slot machine bussnbeyond regulatory changes, the key factorsaffedt the
results of operations of our Mexican slot machiperations are the number of installed machineglamdverage
daily net win per machine. The factors that mogtigicantly affect the number of our installed mimes are the
number of gaming halls that we are able to opencamability to expand or relocate existing hallke average
daily net win per machine is most significantlyeaffed by our ability to select high production nmiaehk and
efficiently rotate our portfolio. We believe ourilitly to select attractive, high production machsrresults from the
size of our business and our experience in them@amiachine business, which enables us to test rmwser
machines at the same time. The Mexican businesgurahase as well as lease arrangements for iteinesc The
bingo operations of our Mexico business are affebtemany of the same factors as our Argentinedingsiness
such as the availability of larger cash pools,ithmber of players in the halls, and in particukafdctors affecting
bingo card sales. Our Mexican business operatimalao affected by taxes, both at the federalthadtate level.

The sports betting books which we operate in Megiocmot assume any financial risk for the bets quaat our
sites. The financial risk is assumed by Grupo @&ies we only act as agent for Grupo Calienteraeceive a
percentage of the win. Therefore the key factoediiig the sports betting books operating revestlea volume of
betting by visitors to Grupo Caliente’s sports ingtiocations. Betting volume is principally affedtby traffic at
the gaming halls and the ability of the books teaat betting, which is most significantly affectegthe number
and type of sporting events and races on whiclinigelt made available and the availability of téded simulcasts
of such events displayed on televisions througttoeisite. As of March 31, 2013 the Mexico Interoeération had
not yet launched and therefore the 2012 accouaksda principally expenses associated with the atjer.

Italy

Our ltaly business principally operates AWP macshiloeated in third-party locations as well as ganiialls
in which we offer VLTs, AWPs and bingo. The Italydiness also includes the Italy Internet operafltre key
factors that affect the results of operations afltaly AWP and VLTs business are the number ofinstalled
AWP and VLTs machines and the average daily netpginAWP and VLTs machine. The factors that most
significantly affect the number of our AWP and VLischines are our ability to enter into new agregmer
renew existing agreements, with site owners andbility to identify and undertake acquisitions €Tkey factors
affecting our gaming hall business are the locatibtine halls and our ability to expand our exigtiralls or acquire
new halls. The average daily net win per AWP and¥Inachine is most significantly affected by regjolaand
our ability to select high producing gaming machkinEnhe operating results of our bingo operatioessabject to
factors such as the availability of larger cashipand the number of players in the halls whicleetftard sales.
The Internet business in Italy is currently a vemyall business.

Spain

Our Spain business principally operates AWP maghioeated in third-party locations as well as Ibetti
locations and gaming halls in which we offer bingaming machines and sports betting. The Spaimbssialso
includes the Spain Internet operation. The keyofiacthat affect the results of operations of ouiBpWP
business are the number of our installed AWP mashémd the average daily net win per AWP machihe. T
factors that most significantly affect the numbgouwr installed AWP machines are our ability toegrinto new
agreements, or renew existing agreements, wittositeers and our ability to identify and undertakguasitions. In
addition to regulation, the average daily net wén AWP machine is most significantly affected by ahility to
select high producing AWP machines and to effi¢jerdtate our AWP machine portfolio. In many casas,
success in entering into agreements with site osvdepends on our making of exclusivity paymentsans and
advances to the site owners, which payments, laadsadvances are customary in the market. Thedayrs
affecting our sports betting business are the loaif our shops, corners or self-service termirthls number and
type of events on which the client can bet andtds offered. In the case of the Spanish busineszsaume
financial risk for the bets placed. The operatieguits of the bingo business in our gaming hallaten are subject
to factors such as the availability of larger cpsbls and the number of players in the halls whifact card sales.
As of March 31, 2013 the Spain Internet operatiad hot yet launched and therefore the 2012 accinritgle
principally expenses associates with the operatimtding legal costs.
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Critical Accounting Policies

Our Consolidated Financial Statements and the agaoging notes contain information that is pertinerthe
discussion and analysis of our results of operateord financial condition set forth below. The @rgion of
financial statements in accordance with IFRS rexpuirur management to make estimates and assumibtadns
affect the reported amounts of assets, liabilitiegenues and expenses, and the related discloscoatingent
assets and liabilities. Estimates are evaluateddbas available information and experience. Actaallts could
differ from these estimates under different assionptor conditions. We believe that, in particutag critical
accounting policies and estimates discussed belgohie significant management judgment due to dmsigivity
of the methods and assumptions necessary in detiegrthe related asset, liability, revenue and azpeamounts.
For a detailed description of our significant aaating policies, see Note 2 to our Consolidated R
Statements.

Intangible Assets

The intangible assets acquired by the Group atedstd cost less accumulated amortization and it
losses. Exclusivity or installation rights are ¢alized at acquisition cost and amortized overténm of the related
contract, which generally ranges from three toysrs. Subsequent expenditure on capitalized iilingssets is
capitalized only when it increases the future ecgicdenefit embodied in the specific asset to wiitichlates. All
other expenditure is expensed as incurred.

Gaming licenses are amortized during their uséfakl Likewise, the only intangible assets that@neup
have with an indefinite lifetime are the non-redeéte installation rights and the brands, whichreveamortized.
For those intangible assets having finite usefiddi amortization is charged to the consolidatedrime statement
on a straight-line basis over the relevant estichageful life. Intangible assets are amortized ftbendate they are
available for use. The amortization rates appliedas follows:

Annual
Depreciation
__Rate
COMPULET SOTIWAIE.......cii it e e e e e e e e e e e nene s e enees 20 - 25%
TaIS3 =1 F= 1o o 1 T | o1 SRR 10 - 33%
LCT: T a1 To T [To=T 0 TST < P 25 - 11%
Leasehold assignment fightS ...........uuuiieeeiririiiiie i e e e eee e e e e e e e e e eeaeeaeannn 10 - 20%
(@1 1T o1 0 o o] g1 o] | o S 45 - 10%
ol 18 YAV Y 1 T | £ TSR 15 - 25%

Tangible Fixed Assets

Tangible fixed assets are carried at cost excepgafm and buildings, which are valued at fair eatun
independent appraisals using this value as costeégldarly review the fair values recorded to eaghat the
amounts do not differ significantly from current ket values. This revaluation of such land anddings is
recognized directly in equity. A decrease in cargyamount arising on the revaluation of such lamditauildings is
first charged as an expense in the consolidatemriacstatement. On the subsequent sale or retiresharmevalued
property, the attributable revaluation surplus riering in the revaluation reserve is transferreectlly to retained
earnings. Depreciation on revalued buildings iggéd to the income statement.

Leases under which the Group assumes substaraibthe risks and rewards of ownership are clasdifis
finance leases. The property acquired by way @fante lease is stated at an amount equal to e lof its fair
value and the present value of the minimum leagmpats at inception of the lease, less accumuldpdeciation
and impairment losses. Subsequent expenditurepitakized tangible fixed assets is capitalized omhen it
increases the future economic benefit embodielarspecific asset to which it relates. All othepexditure is
expended as incurred. Non-removable installatiorisnigo halls and casinos are depreciated ovesttbger of the
term of the related lease contracts or the degreniperiod used for such assets.
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Depreciation is charged to the consolidated incetatement on a straight-line basis over the estichaseful
lives of each component of the tangible fixed assEte elements are depreciated from the datesateegtvailable
for use. Land is not depreciated. The depreciatites applied are as follows:

Annual
Depreciation Rate
GaMING MACKINES ....eiiiiiiiiiiii e e e st s e et e e e e e e et e et et e eae e bbb s aa s s aaseaaaaaeaaaeeeanenens 10% - 40%
AMUSEMENT MACKHINES ......ii i e e e e e s e s s e enne e 10% - 40%
Other installations, tools and fUrNITUIe ....cccccc.oooiiiiiiiiii e e e 7% - 30%
Information ProCeSSING NArAWETIE ........ ... eerreeriiiiiieii s seeeeaaesaeseeeeeeeeeaesrrnrann - 10% - 30%

Transport equipment 10% - 30%
[ TUT] o [T o 1SRRI 2% - 3%
[T 11T o o] (o T aa] o] £02Y7=10 0 =T o1 £ P 10% - 30%
Technical installations and MACNINETY ... .. eeerriiiiiiiiiie e e e e e e 7% - 30%

Financial expenses related to loans directly attable to acquisition, construction or productidniamgible
assets, in the terms and conditions included inAle23, are recorded as part of the cost of thagt

Goodwill

All business combinations are accounted for byypglthe purchase method of accounting. Goodwill
represents the difference between the acquisitshand the fair value of the net identifiable éssequired and
liabilities assumed. Goodwill is stated at cosslasy accumulated impairment losses. Goodwilll&ated to cash-
generating units and is no longer amortized btéssed annually for impairment. The goodwill isigsed to the
Group’s cash generating units which coincide, inggal, with the operating segments, which corredpon
geographical areas, as the cash generating unith wiake up the lines of activity (slot machinesglo and
casinos), do not provide sufficiently detailed imf@tion for individual analysis, since normally sead different
kinds of operations coincide in the same locationexample, gaming machines may be installed mgdihalls and
casinos (Note 2(b)(6) to our Consolidated FinanBtatements).

Impairment of Tangible and Intangible Assets

At each year-end, indications of possible impairtrodrihe value of fixed noncurrent assets are aatal)
including goodwill and intangibles. If there arekundications of possible impairment, or whennhaéure of the
assets requires an annual analysis of impairmeaiGtoup estimates the recoverable value of thet,ashich is the
larger of the fair value, deducting transfer coats] its value in use. The value in use is detezthlyy the present
value of future estimated cash flows, applyingscdint rate which reflects the value of the monar éime and
takes into account the specific risks associated thie asset.

When the recoverable value of an asset is belomettsiccounting value, it is considered that tlieesn
impairment of value. In this case, the carryingiealk adjusted to the recoverable value, assighiadpss to the
income statement. Impairment losses recognizeesperct of cash-generating units are allocatedtéirstduce the
carrying amount of any goodwill allocated to suestt-generating units and then to reduce the cagrgimount of
the other assets in the unit based on an individnalysis of the assets impaired.

For those assets which do not generate highly iextggnt cash flows, the recoverable amount is datedhfor
the cash generating units to which the valued assbng.

The charges for depreciation of future periodsaajested to the new accounting value during theaneimg
useful lifetime.
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When new events take place, or changes of preimxisircumstances, which show that a loss due to
impairment recorded in a previous period might hdigappeared or been reduced, a new estimate is afdde
recoverable value of the corresponding asset. $sek due to impairment that have been recordeipsty only
revert if the hypotheses used in the calculatiothefrecoverable value had been changed sincedkeratent loss
due to impairment was recognized. In this casec#ng/ing value of the asset is increased up todtg recoverable
value, with the limit of the net accounting valukigh that asset would have had if no losses dirapairment in
previous periods had been recorded. The reversicecbrded in the income statement and the ch&ges
depreciation in future periods are adjusted tone carrying value. The losses due to impairmeigoaidwill are
not the object of reversion in subsequent periods.

Provisions and Contingent Liabilities

A provision is recognized in the consolidated baéasheet when the Group has a present legal otraotige
obligation as a result of a past event, and itébable that an outflow of economic benefits wél kequired to settle
the obligation. The amount recognized as a provigdhe best estimate of the expenditure requoestttle the
present obligation at the consolidated balancetstage. Provisions are reviewed at each consotidadéance sheet
date and adjusted to reflect the current best estimf the related liability. If the effect of thiene value of money is
material, provisions are determined by discountivgexpected future cash flows at a pre-tax ratertdflects
current market assessments of the time value okegnand, where appropriate, the risks specific ¢ditibility.
Where discounting is used, the increase in theigimvdue to the passage of time is recognizedbasrawing
cost.

Contingent liabilities are considered to be thosssfble obligations arising as a consequence ofgyasts, the
materialization of which is conditional upon onensore future events independently of the will af tonsolidated
companies. Contingent liabilities do not fall witlthe scope of the object of accounting record.idalthl details
are set forth in Note 2(b)(19) to our Consoliddtgthncial Statements.

Provisions related to tax contingencies are reaaghin the profit and loss account according tonidieire of
the tax.

Financial Liabilities

Financial liabilities are recognized initially atif value less attributable transaction costs. gient to initial
recognition, financial liabilities are stated ata@tized cost with any difference between cost awdmption value
being recognized in the consolidated income statémeer the period of the borrowing based on aectfie
interest rate. Contracts that create an obligatiquurchase own equity instruments for cash ortardtnancial
asset give rise to a financial liability equal e fpresent value of the redemption amount. Theéiad liability is
recognized initially under IAS 39, at fair valubétpresent value of the redemption amount) agemsty.
Subsequently, the financial liability is measune@ccordance with current rules and movementsiivédue are
accounted for as gain or loss in the consolidatedme statement. If the contract expires witholiveey, the
carrying amount of the financial liability is reskified to equity. The Group records financial ilitiles disposals
when obligations are canceled or expired. Diffeecletween the carrying amount of a financial ligbdanceled or
transferred to third parties and the consideragtiaid is recorded in the income statement of thmalfigear.

Liabilities maturing less than 12 months from tlo@solidated balance sheet date are classifiedreentiand
those maturing at over 12 months, as noncurrent.

Income Tax

Income tax in the consolidated profit and loss aotincludes both current and deferred taxes. Irectan
expense is recognized in the consolidated incoatersent except to the extent that the tax relatésins directly
recognized in equity, in which case the tax is atsmgnized in equity. The consolidated incomeestaint for the
year includes the expense for company tax of tbagcompanies by global and proportional integretie
calculation of which contemplates the amount ofttheaccrued over the financial year, the diffeemnoetween the
taxable base and the consolidated accounting rasuliell as the bonuses and deductions in the anb@which the
group companies have a right. Current tax is tipeeted tax payable on the taxable income for tlae, yesing tax
rates enacted at the consolidated balance shextahat any adjustment to tax payable in respgmtei@ious years.
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Deferred income tax is recorded, using the liapititethod, for all temporary differences betweentthebases
of assets and liabilities and their carrying amedat financial reporting purposes calculated atdbnsolidated
balance sheet date. Deferred taxes relating téotlusving temporary differences are not recordembdwill not
deductible for tax purposes and the initial rectigniof an asset or liability in a transaction thathe time of the
transaction affects neither the accounting prafittaxable profit or loss. Deferred taxes relatmgemporary
differences that arise in investments in subsidgsand associates are recognized except when ¢t Gould
control the date of the temporary differences reafeand it is likely that they will not be revertiedthe foreseeable
future. Deferred income tax assets and liabiliéiessmeasured at the tax rates that are expectgaptyp in the year
when the asset is expected to be realized orabdity is expected to be settled, based on taesréand tax laws)
that have been enacted at the consolidated bastuees date.

Deferred income tax assets are recognized foredlldtible temporary differences, carry-forwardsiofised
tax credits and unused tax losses, to the extantittis probable that taxable profit will be awdile against which
the deductible temporary differences, and the efimyard of unused tax credits and unused tax bsaa be
utilized. The carrying amount of deferred incomedasets is reviewed at each consolidated baldrest date and
reduced to the extent that it is no longer probétde sufficient taxable profit will be available allow all or part of
the deferred income tax asset to be utilized. Szte R(b)(17) to our Consolidated Financial Statemséor
additional details.

Use of Estimates

The preparation of consolidated annual accounds@rdance with IFRS requires management to make
judgments, estimates and assumptions that affecpplication of policies and reported amountsssets and
liabilities, income and expenses. The estimatesaasdciated assumptions are based on historicatierpe and
various other factors that are believed to be ma@sie under the circumstances, the results of wioich the basis
of making the judgments about carrying values sétsand liabilities that are not readily appafearh other
sources. Estimates and underlying assumptionsgi@ved on an ongoing basis. Changes to accouasiimates
based on such reviews are recognized in the pariathich the estimates are revised if the reviefeas only that
period, or in the period of the review and futuegipds if the review affects both current and fatperiods. The
main estimates recorded by the Group are discusdédte 4 and in Note 13 to our Consolidated Fimanc
Statements.

Principal Consolidated Income Statement Line Iltems
The following is a brief description of certaindiitems included in our consolidated income stateme
Operating Revenue
Operating revenue principally comprises revenumfgaming activities less prizes paid. We recognéxenue
on an accrual basis, that is, when the actual éibthe related goods and services occurs, regardfeshen the

resulting monetary or financial flow arises.

Revenues from the principal business divisiongacerded as follows:

» Slot machines: revenues from slot machines arerded as the net amount collected by the operator

(net of prizes) before gaming taxes, except in Uaygwhere there is no direct tax.

* Bingo: revenues from bingo halls are recordedhastotal amount of bingo cards sold, according to

their face value, less bingo prizes, which arendet as a deduction from gross receipts.
» Casinos and others: revenues are recorded a®tlzenount collected by the operator (net of pjizes
* Racetracks: revenues are recorded as the netmamrmallected by the operator (net of prizes).

* Sports betting: revenues are recorded as thametint collected by the operator (net of prizes).
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We employ a number of different revenue recognitieethodologies across our different businesses u€riof
various revenue recognition methodologies is alt.d@supart, of historical adherence to a specifiegthodology
and, in some cases, of an effort to make the rigygootf our operating results more consistent witheyally
accepted accounting principles in the countriestiith we operate. The manner in which our princtpainesses
record operating revenue is described below:

Argentina. The Argentina business’s operating revenue goaili comprises revenue collected from slot
machines located in our bingo halls after prizeopdy and from sales of bingo cards after prize ptsyand
revenues from food and beverages. It also reflgaitss or losses from Argentine peso and U.S. ddlaign
exchange forward contracts that mature during greg. See “—Market and Credit Risks—Foreign Cucken
Risks”.

Mexico. Our Mexico business’s operating revenue inclumesarticipation in the operating companies of
ICELA, which we hold an 84.8% stake, and in therafjeg companies of Legacy Caliente( the Joint Opcos,
Promojuegos and Mio Games) as well as revenue fianmanagement services agreement with the Joicd©p
until April 1, 2011 and previously with Grupo Calie In connection with the Caliente Restructuring, we
terminated the contract pursuant to which we corgtd or refurbished gaming halls and Grupo Caidought
such halls at cost. Following the closing of thdi€®de Restructuring, we now fully consolidate Leg&aliente,
reflecting Grupo Caliente’s stake in each of thgday Caliente entities as a non-controlling interés February
8, 2012, we completed the purchase of a 35.8% @takeELA from CIE for Mex. Ps. 2,653 million (equélent to
approximately U.S.$209.0 million and €158.0 millias of the date of closing of the acquisition). &lequisition of
the 35.8% stake was in addition to Codere Méxiatrsady existing 49% stake in ICELA. Until Januddy 2012,
we consolidated our stake in ICELA under the prtpoal method and, beginning February 1, 2012, agab
consolidating 100% of ICELA in our financial statents. Our operating revenue also includes gaindcassés
from the Mexican peso forward exchange contracislwmatured during 2011. See “—Market and CredstkBi—
Foreign Currency Risks”.

Italy. Operating revenue in Italy comprises revenue foomnetwork operation, resulting from the
interconnection fees for the AWP machines conneitt¢kde network as well as from the participatiomeévenues
after prizes and taxes from the totality of the \6Ldonnected to the network. Operating revenuesis @dérived
from our bingo operations, which includes reverfoes sales of bingo cards, amounts collected fromMPA
machines placed in our gaming halls and the ppéetimn corresponding to the retail location for \& jlaced in the
gaming halls (after prize payouts in all three sass well as revenues from food and beverage sates gaming
halls. Operating revenue also includes revenues fror gaming machine operations, which includeswans
collected from AWP machines placed in non-speaalitocationsi(e., bars) after prize payouts and excluding the
site owner’s share as well as revenues after pageuts for VLTs placed in dedicated gaming h&igerating
revenue also includes revenues from Internet ojpeat

Spain. Operating revenue in Spain comprises revenuesraat from AWP machines and from our sports
betting business, including self-service terminalsich we operate at third party locations (suchas and
stand-alone machine halls) after prize payouts,exatuding the site owner’s share as well as argilservices
provided to site owners. Operating revenue alsluites revenue obtained in our gaming halls frongbicards
sales, sports bets, AWP machines (after prize gayouwall cases) as well as from food and bevesadges at these
halls.

17



The following table summarizes the manner in whimrenue is recognized in 2012 across our businesgks
certain business lines within certain businesseeulrRS:

Main Gaming Income Statement ltems Recognition of Gaming Revenue

Amounts Wagered
Less
Prizes Payout
Equals Spain bingo, Argentina slots and bingo, Italy binBaazil,
Net Box (Net Win) Panama casinos and racetrack, Colombia casinochlexi
ICELA, Legacy Calient, Uruguay racetrac
Less
Site Ownef”
Equals Spain AWP, Colombia, Italy AWP, Spain sports bettin
Operator Revenu
Less
Gaming Taxes
Equals
Operator Revenues after Gaming Taxes Uruguay slots
Less
Operator Expenses
Less
Financial Expenses
Equals
Profit before Tax
Less
Income Tax
Equals
Net Profit

(1) Share of net box to site owners.

Operating Expenses

Operating expenses comprise:

Consumption and Other External Expensés.Argentina, Panama and Italy, consumption aneroth
external expenses principally comprises food andetagje cost of sales. In Mexico, it primarily
includes food and beverage cost of sales for ICHRAmMojuegos, Mio Games and the Joint Opcos
(the latter beginning in the three months endede J8®, 2011). Through March 31, 2011, it also
included fees paid in connection with the use ohigg machines, expenses primarily in connection
with the installation of gaming machines, and persb costs related to the salaries of hall managers
whom we provided for Grupo Caliente’s halls. In Bpat includes payments to certain AWP
operators with whom we enter into collaboration eegnents, costs related to ancillary services
provided to site owners and other costs, includawgl and beverage, incurred at our gaming halls and
sports betting locations.

Personnel Expense®ur personnel expenses include wages and saladesogial security costs.

Depreciation and AmortizationTangible fixed assets are depreciated on a strlilghbasis over the
estimated useful lives of each component of thetas©ther intangible assets are depreciated in the
same way. The elements are depreciated from the tth&ty are available for use. Land is not
depreciated.

Variation in Provisions for Trade TransactionsVariation in provisions for trade transactions
principally relates to movements in provisions wavén taken in connection with doubtful account
receivables and loans that we have made to sitewithe amount of the variation in provisions is
principally affected by our assessment of the il@dd that the account receivables will be paither
loans will be repaid.

Impairment. Impairment includes the amount by which asset waheve been reduced at period end.
See Note 2(b)(7) to our Consolidated Financialebtants.
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» Other Operating Expense®ther operating expenses comprise gaming and tdkes, machine and
other leases, payment for independent professg®raices, such as legal and auditing servicesgltrav
and advertising expenses, repair and maintenartcsnanrance premiums, among others.

» Gains or Losses on Asset Disposals or Acquisitidbains or losses on asset disposals or acquisitions
includes the profit or losses obtained from dispsampleted during the period.

Operating Profit
Operating profit represents the excess of operaégnue over operating expenses.
Financial Items

» Financial Income. Financial income principally comprises other inggse income from marketable
securities and noncurrent loans.

* Financial Expenses. Financial expenses principally comprise interesid pan our outstanding
indebtedness

» Gains or Losses on Financial Assets.2012, gains or losses on financial assets gradlgi comprise
write-offs in the Legacy Caliente business andizedl losses related to transactions in Argentine
securities.

» Exchange Gains (Losses), NeExchange gains (losses), net, principally compgams and losses
recorded upon translation of non-euro assets abdities into euro.

Corporate Income Tax

Corporate income tax includes all current and detktaxes, as calculated in accordance with tleaak tax
laws in force in the jurisdictions in which we opts.

As a result of our history of acquisitions and disgls and internal corporate reorganizations, igmifecant
international operations and our financing strustaur tax position is complex.

In the last years, we have endeavored to achievera tax efficient structure for the Group by maggcertain
subsidiaries in Spain out of existence and seekinigcrease the number of subsidiaries that areiam 75%
owned and, therefore, members of our consolidabeditoup. Additionally, on an international lewek are
increasing the flow of funds to Codere, S.A. thiougercompany transactions related to the devetoyrof
intangibles assets by Codere, S.A. and the lenafifignds within the Group by Codere, S.A. to offehbusiness
units in order to assign interest expense direotlyperating income. In addition, our non-Spanigbsidiaries have
directly obtained financing.

For Spanish tax purposes, in 2012, 33 Spanish coilepa our consolidated group filed their tax retuas a
consolidated tax group. Under Spanish tax leg@hative must have owned more than 75% (70% if theeshof the
owned company are traded on an official secondamket) of the capital stock of a company at the stiathe tax
year in order to include the company in our comtid tax group. Spanish companies that are nbbpauar
consolidated tax group pay tax on an individuaid@mless such companies belong to another taxpyro

32 Italian companies are included in the consctidaax regime applicable in Italy. This consolidategime
was applied from January 1, 2005 for companiesided in the tax group headed by Codere ItaliaAS.pnd since
January 1, 2006, for companies included in thegtaxip headed by Operbingo Italia, S.p.A. Since dgnii, 2012
companies included in the tax group under Operbltai@, S.p.A. are included in the tax group un@Gerdere
Italia, S.p.A.

The statutory corporate income tax rate in SpaB0#% as of the date of this Report. Companies eesidbroad
are subject to corporate income tax accordingdalltax laws in the range of 25% to 35%. We defineeffective
tax rate as our income tax expense over our indtoes) before tax.
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VAT taxes are generally not deductible for gamingipanies and, accordingly, are recorded as an tipgra
expense. Since January 1, 2009, 36 Spanish consparoer Group are taxed under the Special VAT Regdior
groups of companies. This has allowed us to mirérttiz VAT cost of Spanish intra-group transactions

Non-Controlling Interests

Non-controlling interests comprise the portion loé thet income or loss of companies we consolidae is
attributable to such companies’ other sharehold2using the periods under review, non-controllingerests were
principally attributable to our subsidiaries in Ni&x Spain and Uruguay.

Results of Operations

The following tables set forth, by principal busiseand for our Other Operations, operating reveoperating
expenses, operating profit (loss) and EBITDA foe tyears ended December 31, 2011 and 2012 prepared i
accordance with IFRS:

Year ended December 31,
2011 2012 % change
(€ in millions, except percentages)

Operating Revenue:

AFGENLINA ...cooiiii e 553.2 653.8 18.2%
IMIEXICO .ttt ettt et e e e e et e e e e s e e e e ennens 2915 437.2 50.0%
=YY AR 224.2 261.0 16.4%
SPAIN ..o 165.7 154.3 (6.9%)
Other Operations:
Brazil ... e 3.6 3.4 (5.6%)
28.9 35.7 23.5%
87.0 925 6.3%
UTUGUAY ettt v e et e e et aaeeaaeaaeneeeeeenes 20.3 26.0 28.1%
Corporate Overhead............ccuvieviiie s, 0.0 0.0 n.a.
LIS €= U SRRSO 1,374.4 1.663.9 21.1%

Year ended December 31,
2011 2012 % change
(€ in millions, except percentages)

Operating Expenses:

ANGENLINA ...ooii e 405.3 511.7 26.3%
MEXICOP Lo 265.0 399.9 50.9%
Italy ™ e 189.5 244.5 29.0%
SPAIND ..ot 187.2 243.6 30.1%
Other Operations:
BIAZI vttt 5.2 4.7 (9.6%)
Colombia 26.3 35.1 33.5%
Panama 85.2 92.2 8.2%
Uruguay 18.8 29.4 56.4%
Corporate OVerhead............uuuveiiiiiiieememmmi e eee e, 29.8 29.4 (1.3%)
1 ] - | USSR 1,212.3 1,590.5 31.2%
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Operating Profit (Loss):
F o =T o1 1] - SRR
MEXICO® ...
ALY 0 e
SPAI ..o
Other Operations:

Brazil ......oeeeeeiiiiee e

Uruguay
Corporate Overhead............ccuvvevivieicmeeeeec e e,
TOLAL et

EBITDA:
F o =T o1 1] - SRR
Mexico @ ©

Italy (1) (7) everereeeeeeee e es et s e e st
SPAIND ..ot
Other Operations:
BrazZil ...

UPUGQUAY ettt e et e e e e eean e e e aa e
Corporate Overhead............ccuvveviiieicmeeeeec e e,
TOLAL et

Year ended December 31,

2011 2012

% change

(€ in millions, except percentages)

147.9 142.2 (3.9%)
26.4 74.5 n.a.
34.7 16.4 (52.7%)

(22.9) (91.5) n.a.
(1.6) (1.3) 18.8%

2.6 1.4 (46.2%)

1.8 1.0 (44.4%)

15 (3.3 n.a.

(29.7) (29.4) 1.0%

160.7 110.0 (31.5%)

Year ended December 31,
2011 2012 % change
(unaudited)
(€ in millions, except percentages)

165.2 160.6 (2.8%)
61.5 103.2 67.8%
44.6 35.0 (21.5%)
19.6 15.9 (18.9%)
(0.9) (0.7) 22.2%

5.9 5.4 (8.5%)
17.6 14.2 (19.3%)
3.9 (0.4) n.a.
(27.7) (28.0) (1.1%)
289.7 305.2 5.4%

(1) In 2012 Italy excludes Codere Interactiva Sthe Internet operation outside of Italy, whicHasused primarily on Mexico), which was included2i@11.

(2) Includes Spain AWP, Spain Bingo, Spain Sports Bgtiind Spain Internet.

(3) In 2012 Mexico includes Codere Interactiva S.L.jolhwas included in the results for Italy in 2011.

(4) Operating expenses increased €0.3 million due tte@plInteractiva S.L.
(5) Operating expenses decreased €0.3 million due de@dnteractiva S.L.
(6) Operating profit and EBITDA decreased €0.3 millaue to Codere Interactiva S.L.
(7)  Operating profit and EBITDA increased €0.3 millidune to Codere Interactiva S.L.

Year Ended December 31, 2012 Compared to Year Endézecember 31, 2011

Group Results of Operations

Operating Revenue

Operating revenue increased by €289.5 million,Jo%, to €1,663.9 million in 2012 from €1,374.4lrih in

2011. The increase was principally attributable to:

e an increase in Mexico (€145.7 million) due to tHebgl consolidation of the operations purchasednfro
Grupo Caliente beginning April 1, 2011 and the glatpnsolidation of ICELA beginning February 1, 201
the increase in the net win per machine per dayCHLA and the absence in 2012 of losses on foreign
exchange contracts, partially offset by a lowerage number of machines.

e an increase in Argentina (€100.6 million) due toiaerease in the net win per seat per day, bodsyed
inflation, and an increase in the number of machinstalled, mainly due to relocation of one of ltadis in
Mar de la Plata, partially offset by higher lossesthe foreign exchange currency contracts whictured
in 2012 compared to 2011, the implementation of tital smoking ban on October 1, 2012 and the

depreciation of the Argentine peso against the;euro
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an increase in Italy (€36.8 million) principally elto the increase of the VLTs and the consolidatibthe
acquisitions made during 2011 and 2012 (Gap Gafdasjing Re and Dalla Pria) and an increase in the
number of third party machines connected to thevokd This increase was partially offset by a
deterioration in the bingo business, the decreadieei net win per AWP due to the installation off\éLand

the incorporation of recently acquired machinesiatwver net win and a decrease in the net win oT¥/L

as well as the fall in consumer spending whichrtegmtively affected gaming in general.

an increase in Colombia (€6.8 million) due to tiperming of new Crown Casinos in San Rafael in thetfo
quarter of 2011 and in Zona T in the third quaofe2012; an increase in the net win per seat pgiadd the
appreciation of the Colombian peso against the.euro

The increase in operating revenue was partiallyeafby Spain in 2012 (€11.4 million) as a resula ddwer
number of machine installed due to the rationdliraof the portfolio and in the context of a severe
macroeconomic crisis and a resulting decline irsoamer spending.

Operating Expenses

Operating expenses increased by €378.2 millioB,1a2%, to €1,590.5 million in 2012 from €1,212.3limi in

2011. The increase was principally attributable to:

an increase in Mexico (€134.9 million) due to tHebgl consolidation of the operations purchasednfro
Grupo Caliente and the global consolidation of I@Elthe incurrence of €6.7 million of non-recurring
charges in 2012 (primarily related to fiscal prastis and restructurings), and the increase in ggnaEres
in several states.

an increase in Argentina (€106.4 million) princlgadue to an increase in commercial activity, thmpact
of inflation on expenses (mainly personnel expenaad an increase in personnel expenses relatad to
increase in staff. Gaming and other taxes als@as®d as a result of the increase in gross revartie the
Province of Buenos Aires from 6% to 8% as of Janda012.

an increase in Spain (€56.4 million) as a resulthefasset impairment test, and increased costsnggito
the expansion of the sports betting business. ihbigase was partially offset by a decrease in ggrtaxes
resulting from the reduction in the number of maekiinstalled and a reduction in exclusivity payta¢a
bar owners.

an increase in ltaly (€55.0 million) principally agesult of an increase in VLT gaming tax (4% mwioants
wagered in 2012 compared to 2% of amounts wager@@11), the consolidation of the acquisitions made
during 2011 and 2012 (Gap Games, Gaming Re and [Palh) and the higher number of VLTs in the
market. In addition, operating expenses have b#eoted by a decrease in the net balance of namrrieg
items to €(2.9) million in 2012 from €4.0 million RO11.

an increase in Uruguay (€10.6 million) due to tlosts associated with the development of the Casrasc
Hotel and Casino project and the fifth gaming tedlwell as the appreciation of the Uruguayan pgsinst
the euro.

Gains or Losses on Asset Disposals or Acquisitions

Gains on asset disposals or acquisitions increap€38.0 million due to a gain of €36.6 million2012 from a

loss of €1.4 million in 2011, primarily attributabto the provisional revaluation of our 49% stakéGELA (€38.8
million), partially offset by disposal of assets3pain.

Operating Profit

Operating profit decreased by €50.7 million, or534, to €110.0 million in 2012 from €160.7 million 2011.

Operating margin decreased to 6.6% in 2012 from %d.in 2011.
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EBITDA

EBITDA increased by €15.5 million, or 5.4%, to €3®5nillion in 2012 from €289.7 million in 2011. The
increase in EBITDA was principally attributableMexico (€41.7 million) primarily due to the globabnsolidation
of the operations purchased from Grupo Calientethadjlobal consolidation of ICELA and to the alzsein 2012
of losses on foreign exchange contracts. This asgevas partially offset by a decrease in Italy.g€%illion),
principally associated with an increase in gamasges and non-recurring items; Argentina (€4.6 omlidue to a
slowdown in the economic growth rate after the sdaguarter of 2012, the implementation of the tetabking ban
on October 1, 2012 and the operating expensesaserattributable to the increase in commercialviagtithe
impact of inflation and the increase of gaming aler taxes; Uruguay (€4.3 million) principally dte costs
associated with the Carrasco project and Spairv (€@llion) principally due to a decrease in reven&BITDA
margin decreased to 18.3% in 2012 from 21.1% 201

Financial Income

Financial income decreased by €9.3 million, or %&.60 €7.6 million in 2012 from €16.9 million in 20. This
decrease was primarily due to the absence in 20fi?evest accrued in connection with the Ballestetransaction
(€5.0 million in 2011) as a result of the settlet&ithe Ballesteros litigation, the recalculatimiithe 7% put option
of the Joint Opcos at fair value, and lower cadarzes, principally in Spain

Financial Expenses

Financial expenses increased by €28.5 million @2.® €115.0 million in 2012 compared to €86.5 ioiilin
2011. The increase was primarily due to the accofidhterest on the Dollar Notes, the financingsagied in
Argentina for the renewal of the licenses and tlbba consolidation of ICELA.

Gains or Losses on Financial Assets

Gains or losses on financial assets resulted @ssdf €51.4 million in 2012 compared to nil in 20due to the
€41.1 million of write-offs in the Legacy Calientrisiness and to €10.2 million of realized lossdated to
transactions in Argentine securities

Exchange Gains (Losses), Net

Exchange gains (losses), net, which principalljemfthe impact of changes in exchange rates cembas in
foreign currencies, decreased by €2.7 million tel€fillion in 2012 from €3.1 million in 2011.

Corporate Income Tax

Corporate income tax increased by €14.6 million2®10%, to €73.0 million in 2012, primarily attritaile to
withholding taxes; the consolidation of ICELA; thbsence, in 2012, of the registration of a taxtass&3.5 million
associated with tax incentives and inflation adpestts in Uruguay recorded in 2011; and the registreof a
provision amounting to €2.0 million associated witlexican tax claims. This increase was patrtiallisef by the
decrease in profits before tax in Argentina. Theréase in withholding tax is due to a change inwhg in which
we recognize tax. Beginning in 2012 we registehidlding tax when the expenses with which theyassociated
are accrued, whereas in prior years we registdredvithholding tax when the expenses were pai®0h2, we
registered €6.8 million as a result of this chamgeecognition method, which corresponds to acerfa 2012 and
for previous years.

Non-controlling Interests

Non-controlling interests was €(16.8) million inZ2Z0compared to €(16.4) million in 201The decrease was
principally attributable to the loss to the mingrihareholder of the Joint Opcos resulting fromdabt write-off in
the Legacy Caliente operations, partially offsethmy profits to the minority shareholders of ICELA.

Net Income

As a result of the foregoing, net income decredse€i156.8 million, to a loss of €104.6 million i@T2 from a
profit of €52.2 million in 2011.
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Results of Operations by Business

Argentina
Year ended
December 31,
2011 2012 % change
(€ in millions, except percentages)
(unaudited)
OPErating FEVENUE.......uuiiiieeeeesis e s e etetaaeeeeeaaaaaesessnsnnnes 553.2 653.8 18.2%
Operating expenses:
Consumption and other external EXpenSes ... eeeeeeveennss 12.2 14.4 18.0%
Personnel EXPENSES.......ccceevieii it eeee e 85.6 130.7 52.7%
[DCT o] (= To =i o] [ EPPRPPPPPPPE 14.5 15.8 9.0%
Amortization of intangible assets ...........cccevvvvvvvimeviveieenenenn. 2.8 2.7 (3.6)%
Other operating expenses 290.2 348.1 20.0%
Gaming and other taxes 229.9 269.8 17.4%
Machine rental COStS.........cuviiiiiiieeccee e e 2.6 2.0 (23.1%)
OhErS ..o e 57.7 76.3 32.2%
Total operating EXPENSES .....ccvieeeeeeeeeeeee e 405.3 511.7 26.3%
Gains or losses on asset disposals or acquisitions................ - 0.1 n.a.
Operating Profit ........cooecci e 147.9 142.2 (3.9%)
EBITDA Lottt e 165.2 160.6 (2.8%)

Operating Revenue Operating revenuén Argentina principally comprises revenue collectednf slot

machines located in our halls after prize payontsfeom sales of bingo cards after prize payoutsramenues from
food and beverages. It also reflects gains or of®en Argentine peso and U.S. dollar forward fgreexchange
contracts that mature during the period. Operativgnue increased by €100.6 million, or 18.2%,8638 million
in 2012 from €553.2 million in 2011, which increasas principally attributable to the increase ia tiet win seat
per day boosted by inflation, an increase in thaler of machines installed, mainly due to the raion of one of
the halls in Mar de la Plata, partially offset bglawdown in the economic growth rate after theosdcquarter in
2012, the implementation of the total smoking banQxtober 1, 2012 and the depreciation of the Aigerpeso
against the euro. Losses on the foreign exchanggawts which matured in 2012 were €3.8 millionmnpared to
losses of € 2.2 million in 2011. At a constant exalfe rate and adjusted to eliminate gains anddass¢he foreign
exchange contracts which matured during the cooredipg periods, revenues would have been €668.Ibmih
2012, representing an increase of 20.3% compar2dii.

Operating Expenses Operating expensascreased by €106.4 million, or 26.3%, to €511.Tiom in 2012

from €405.3 million in 2011. The key changes inmatieg expenses were as follows:

Consumption and Other External Expens&3onsumption and other external expensgsch principally
include food and beverage cost of sales, increhge@?.2 million, or 18.0%, to €14.4 million in 20%@m
€12.2 million in 2011, primarily due to an increasehe sale of food and beverages in 2012 compaitd
2011, as well as to the price of goods sold, whigdre affected by inflation, partially offset by the
depreciation of the Argentine peso against the.euro

Personnel ExpensesPersonnel expensexreased by €45.1 million, or 52.7%, to €130.7lionl in 2012
from €85.6 million in 2011, principally due to ir@ses in payroll resulting from inflation, as wa#
personnel increases associated with an increathe inumber of machines installed, partially offegtthe
depreciation of the Argentine peso against the.euro

Depreciation Depreciatiorincreased by €1.3 million, or 9.0%, to €15.8 millim 2012 from €14.5 million
in 2011 as a result of an increase in the portfqartially offset by the depreciation of the Argjer peso
against the euro.

Amortization Amortizationdecreased €0.1 million to €2.7 million in 2012 fr&.8 million in 2011.
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e Other Operating ExpensedOther operating expenseghich include gaming and other taxes, payments to
the non-profit organizations that nominally holdethicenses to operate the gaming halls, marketing
expenses, lease payments and other expenses,sietreg €57.9 million, or 20.0%, to €348.1 milliam i
2012 from €290.2 million in 2011. The increase wamarily due to an increase in costs resultingrfran
increase in commercial activity as a result of raaréase in the number of machines installed atbdemet
win per day and an increase in gaming and othegstabue to the increase in gross revenue tax in the
Province of Buenos Aires from 6% to 8% as of Japdar2012, partially offset by the depreciationtioé
Argentine peso against the euro.

e Operating Profit Operating profitdecreased by €5.7 million, or 3.9% to €142.2 millio 2012 from
€147.9 million in 2011. Operating margin decreasef1.7% in 2012 from 26.7% in 2011.

« EBITDA EBITDA decreased by €4.6 million, or 2.8%, to €160.6 wnillin 2012 from €165.2 million in
2011. The decrease in EBITDA was principally atitdble to an increase in gaming and other taxes, an
increase in commercial expenses, the slowdown énettonomic growth rate after the second quarter in
2012, the implementation of the total smoking barCztober 1, 2012 and the depreciation of the Aigen
peso against the euro, partially offset by thegase in net win per seat per day and the increafeei
number of machines installed. At a constant exchaate (and adjusted to eliminate gains and lozsdkse
foreign currency contracts which matured during tleeresponding periods) EBITDA would have been
€166.5 million in 2012, representing a decrease.5% compared to 2011. EBITDA margin decreased to
24.6% in 2012 from 29.9% in 2011

Mexico
Year ended
December 31,
2011 2012 % change
(€ in millions, except percentages)
(unaudited)
Operating revenue 291.5 437.2 50.0%
Operating expenses:
Consumption and other external eXPEeNSES . .vvvvverrrrrmmerrennnnnes 32.3 19.4 (39.9%)
Personnel EXPENSES .......ccceuiiiiir i cccm e e e e 447 54.2 21.3%
(DT o] = To = 1A (o] o PR SRRRPRRPR 25.1 53.1 111.6%
Amortization of intangible asSets ........cccccevivivii e 9.9 12.8 29.3%
Other operating expensts 153.0 260.4 70.2%
Gaming and other taxes 20.2 41.3 104.5%
Machine rental COSES .........uuuiiiiiiiiii e 41.4 50.8 22.7%
ONEIS) ..o 91.4 168.3 84.1%
Total operating eXPenSBS.........c.cvieeviieeeeeeeeeee e 265.0 399.9 50.9%
Gains or losses on asset disposals or acquisitions............cccc.vveeeeeee. (0.2) 37.2 n.a.
OPErating Profit) ........oeieeeceeeeee et 26.4 74.5 n.a.
EBITDAW Lottt s 61.5 103.2 67.8%

(1) In 2012 Mexico Internet included Codere Interact&., which was included in the results for Itaiy2011.

Operating RevenueOperating revenue includes our 84.8% stakeerofterating companies of ICELA, which
we began consolidating globally beginning Februgr2012 (until January 31, 2012, we consolidatad4®@%6 stake
in ICELA proportionally), and the directly-ownedcdinsees (Promojuegos and Mio Games, which we also
consolidate globally). Beginning April 1, 2011, Wwegan consolidating globally the operations acguirem Grupo
Caliente, the Caliente Holdcos and the Joint Opbo2012, our operating revenue did not include gains or
losses on forward exchange contracts, while werdecba loss in 2011 from the Mexican peso forwaschange
contracts that matured in that year.

Operating revenue increased by €145.7 million, @0%, to €437.2 million in 2012 from €291.5 milliom
2011 The increase was principally attributable to: thebgl consolidation of the operations purchasetférupo
Caliente beginning April 1, 2011, the global coidation of ICELA beginning February 2012, an in@ean the
net win per machine per day in ICELA, and the abseim 2012, of losses on the foreign exchangeraotst
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This increase was partially offset by a lower ageraumber of machines. Losses on the foreign exygheontracts
which matured in 2011 were €1.0 million, and niRidl2.

At a constant exchange rate, and excluding gaiddaases on the foreign exchange contracts whidhne during
the corresponding periods, revenues would have Bd&i.2 million in 2012, representing an increabd@1%
compared to 2011.

Operating Expenses Operating expensascreased by €134.9 million, or 50.9%, to €399.%iom in 2012
from €265.0 million in 2011. The key changes inmatieg expenses were as follows:

e Consumption and Other External Expensd3onsumption and other external experisekide primarily
food and beverage cost of sales for ICELA, Promggge Mio Games and the Joint Opcos (the latter
beginning in the three months ended June 30, 20ttpugh March 31, 2011, it also included fees paid
connection with the use of gaming machines, expemsenarily in connection with the installation of
gaming machines, and personnel costs related tsatlaees of hall managers whom we provided forp@ru
Caliente’s halls. Consumption and other externpleesesiecreased by €12.9 million, or 39.9%, to €19.4
million in 2012 from €32.3 million in 2011, primé&ridue to the absence of the aforementioned exgense
following the termination of the management sersiagreements pursuant to the Caliente Restructuring

¢ Personnel Expensedersonnel expensiexreased by €9.5 million, or 21.3% to €54.2 millim 2012 from
€44.7 million in 2011 primarily due to the consalitbn of the Joint Opcos (consolidated beginninghiz
three months ended June 30, 2011), the global idaton of the ICELA business beginning February 1
2012 and €2.6 million of non-recurring costs.

« Depreciation Depreciationywhich includes the investment in halls operated@iLA, Promojuegos, Mio
Games and the Joint Opcos (the latter beginningl Ap2011), as well as the racetrack and the cotime
center, and the capitalized leases associatedtmétinternational Game Technology (“IGT”) machir{es
ICELA), increased by €28.0 million, or 111.6% to3€b million in 2012 from €25.1 million in 2011,
primarily due to the consolidation of Legacy Cat&fbeginning in the three months ended June 301)20
and the global consolidation of the ICELA businksginning February 1, 2012.

« Amortization Amortization, which primarily includes the amiadtion of the licenses, increased by €2.9
million to €12.8 million in 2012 from €9.9 million 2011, primarily due to the consolidation of Lega
Caliente and the ICELA business.

e Other Operating ExpensesOther operating expensashich include gaming and other taxes, marketing
expenses, lease payments and others, increasedBylemillion, or 70.2%, to €260.4 million in 204@m
€153.0 million in 2011, principally due to the coflidation of Legacy Caliente (beginning in the seto
quarter of 2011), the global consolidation of tiELA business beginning February 1, 2012, and ¢o th
increase in gaming taxes in several states. Intiaddiit includes €4.1 million of non-recurring expses
primarily related to fiscal provisions recorded 2012, compared to €0.4 million non-recurring gains
recorded in 2011.

Operating Profit Operating profit increased by €48.1 million,1&2.2%, to €74.5 million in 2012 from € 26.4
million in 2011. Operating margin increased to 24.& 2012 from 9.1% in 2011.

EBITDA. EBITDA increasec41.7 million, or 67.8%, to €103.2 million in 20&@m €61.5 million in 2011.
The increase in EBITDA was primarily due to the swiidation effects of the Legacy Caliente and tB&LA
business, to the absence, in 2012, of losses ofortbgoing exchange contracts and to the increagleei net win per
machine per day in ICELA. At a constant exchande (and adjusted to eliminate gains and lossedherfdreign
currency contracts which matured during 2011, duihé absence of foreign exchange contracts in)2BBETDA
would have been €100.7 million in 2012, an increas61.2% compared to 2011. EBITDA margin increased
23.6% in 2012 from 21.1% in 2011.
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Italy

Year ended
December 31,
2011 2012 % change
(€ in millions, except percentages)
(unaudited)
OPEratiNg FEVENUE. ......iiiiieieeeeeeeie et a2 e e vt e aeeaaaabenban e e e e eaaeaes 224.2 261.0 16.4%
Operating expenses:
Consumption and other external eXpenSES ... eeeeeeeierenvennnn. 2.8 2.6 (7.1%)
Personnel expenses 36.5 41.0 12.3%
DEPIECIALION ...uviiiieii e ettt e e e e e e e e e e e aeaens 10.3 12.4 20.4%
Amortization of intangible assets 4.8 5.9 22.9%
Variation in provisions for trade transactionS............ccccoeeeeveaee.. (5.2 0.2 103.8%
Other operating eXPeNnSBS..........c.cvviveieieeeeeeeee e 140.3 182.4 30.0%
Gaming and other taXeS ........coovev i v 95.6 131.0 37.0%
OLNEID) ettt ettt et 44.7 51.4 15.0%
Total operating expenses....................... 189.5 2445 29.0%
Gains or losses on asset disposals or acquisitions............cccc.eeeue.e. - (0.2) n.a.
OPErating Profit) ........ccoveeiee et en e 34.7 16.4 (52.7%)
EBITDA® Lottt 44.6 35.0 (21.5%)

(1) In 2012 Italy Internet excludes Codere Intéxvac8.L. (the Internet operation outside of Italfich is focused primarily on Mexico) which
was included under ltaly in 2011.

Operating RevenueOperating revenue ittaly comprises revenue from our network operati@sulting from
the interconnection fees for the AWP machines cotmtketo the network, as well as from the parti¢gratin
revenues after prizes and taxes from the totalitthe VLTs connected to the network; from our gagnimall
operations, which includes revenues from salesrafdocards, amounts collected from AWP machinesqaan the
halls and the participation corresponding to theilréocation for VLTs placed in the halls (afteiize payouts in all
three cases), as well as revenues from food anerbge sales; and revenues from machines operatbidaparty
locations, which includes amounts collected from RWachines placed in non-specialized locatidesi{ars) and
from VLTs placed in gaming halls, in both casemfirize payouts, and excluding the site ownerarehlt also

includes revenues from our Internet gaming opematio

Operating revenue increased by €36.8 million, oA%§ to €261.0 million in 2012 from €224.2 million
2011, due to the higher number of VLTs and AWP nvaed) the latter resulting from the consolidatidrrexently
acquired machine operators (Gap Games in the separter of 2011, Gaming Re in the third quartee@f1; and
Dalla Pria in the second quarter of 2012) and tiweeiase in the number of third party machines coedeto the
network. This increase is partially offset by aatitration in the bingo business; the decreaséénnet win per
AWP due to the installation of VLTs and incorpooatiof recently acquired machines with lower net;vand a
decrease in net win of the VLTSs resulting from acréase in capacity (according to data publisheth®yAAMS in
October 2012, 80% of the awarded licenses had ins¢zlled), as well as a decrease in consumer gpgmehich

has negatively affected gaming in general.

Operating ExpensesOperating expenses increased by €55.0 millio29d0%, to €244.5 million in 2012 from
€189.5 million in 2011. The key changes in operpgrpenses were as follows:

e Consumption and Other External Expens&Xonsumption and other external expenses, whiicitipally
includes food and beverage cost of sales in theirgaimalls. Consumption and other external expenses
decreased by €0.2 million, or 7.1%, to €2.6 millian2012 from €2.8 million in 2011. The decreaseswa

principally attributable to decreased food and bage sales

¢ Personnel Expensedersonnel expenses increased by €4.5 millioh2@%, to €41.0 million in 2012 from
€36.5 million in 2011. The increase was principatiributable to an increase in personnel assatiatth
the acquisition of the AWP machine operators as agethe increase in the number of VLTs.
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e Depreciation Depreciation increased by €2.1 million, or 20,4% €12.4 million in 2012 from €10.3
million in 2011. The increase was principally ditriable to the consolidation of the acquired AWP
machines operators and the higher number of AWFhmas

e Amortization Amortization increased by €1.1 million to €5.9lion in 2012 from €4.8 million in 2011.
The increase was principally associated with theréimation of the VLT rights. This increase wastzly
mitigated by the absence in 2012 of a non-recurangprtization regularization totaling €0.6 million
recorded in the three months ended June 30, 2011.

« Variation in Provisions for Trade Transactian&ariation in provisions for trade transactionsreased by
€5.4 million, to a profit of €0.2 million in 2012dm a loss of €5.2 million in 2011. The increaseswa
principally attributable to the absence in 2012 @frovision related associated with the purchaggawhing
Re.

e Other Operating ExpensesOther operating expenses, which include gamimg) @ther taxes, marketing
expenses, lease payments, and others increasettly fillion, or 30.0%, to €182.4 million in 201Mm
€140.3 million in 2011. The increase was principalitributable to an increase in VLT gaming tax (4%
amounts wagered in 2012 compared to 2% of amoumtgesgd in 2011), the consolidation of the
acquisitions of Gap Games, Gaming Re and Dalla RBrid the higher number of VLTs in the market. In
addition, other operating expenses have been affday the difference in non- recurring items in 201
compared to 2011. In 2011, other operating expetseeased by a €3.5 million non-recurring tax reake
recorded in the three months ended June 30, 2Cdting from the recalculation of the 2010 PREU
(gaming tax) by the Italian regulator and the rssification of €1.3 million in VLT costs from op¢irag
expenses to financial expenses and lower liability2012, other operating expenses increased €#librm
due to a charge for an AWP renewal fee in respkeCoalere Network and by an adjustment in contingent
payments in respect of Gap Games and Future Games

Gains or Losses on Asset Disposals or AcquisitioBgins or losses on asset disposals or acquisiti@as a
loss of €0.1 in 2012 compared to nil in 2011.

Operating Profit Operating profit decreased by €18.3 million i®& million in 2012 from €34.7 million in
2011. Operating margin decreased to 6.3% in 204 £5.5% in 2011.

EBITDA EBITDA decreased by €9.6 million to €35.0 millioan 2012 from €44.6 million in 2011. The
decrease in EBITDA was principally attributablethie increase in gaming taxes and non-recurringsiterantioned
above. EBITDA margin decreased to 13.4% in 201&hfi®.9% in 2011.
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Spain

Year ended
December 31,
2011 2012 % change
(€ in millions, except percentages)
(unaudited)
OPEratiNg FEVENUE. ......iiiiieieeeeeeeie et a2 e e vt e aeeaaaabenban e e e e eaaeaes 165.7 154.3 (6.9%)
Operating expenses:

Consumption and other external eXpenSES ... eeeeeeeierenvennnn. 7.8 8.3 6.4%
Personnel eXpenses.........cccceeeeeeiiii e ceeeeees 42.7 40.1 (6.1%)
Depreciation .........cccceeeeeveieiiiiiieeien 20.2 17.6 (12.9%)
Amortization of intangible assets 13.3 10.7 (19.5%)
Variation in provisions for trade transacBon...............ccc.evvvvvween. 3.5 1.7 (51.4%)

AsSSEet iMPairMENt 1St ......vvviiiei e e 4.1 75.2 n.a.
Other operating expenses: 95.6 90.0 (5.9%)
Gaming and Other taXeS ..........cvvvvvvieviuiiiiiis e 69.3 58.7 (15.3%)

Machine rental COSES .......cciviiiiiiiiireeene e 0.3 1.2 n.a.
(O] = £ 26.0 30.1 15.8%
Total operating EXPENSES ......vvviiiiererereiiiimriiirieereeeeeeee e 187.2 243.6 30.1%
Gains or losses on asset disposals or acquisitions............cccceeeeue.e. (1.4) (2.2) (57.1%)

Operating Profit .......cooviiiiiiecrr (22.9) (91.5) n.a.
2] I SRR URUPR 19.6 15.9 (18.9%)

Operating Revenue Operating revenue i8paincomprises revenues obtained from AWP machines amd f
sports betting services, including self-servicenieals, which we operate at third-party locatiofts €xample, bars
and gaming halls) after prize payouts, and exclydie site owner’s share as well as ancillary ses/provided to
site owners. Operating revenue also includes reyeidained in our gaming halls from bingo cardesasports
bets, AWP machines, in each case, after prize pgayas well as revenue from food and beverage saldsese
halls.

Operating revenue decreased by €11.4 million, @66to €154.3 million in 2012 from €165.7 million 2011,
as a result of a lower number of machine installed to the rationalization of the portfolio andtliie context of a
severe macroeconomic crisis and a resulting detlimensumer spending. This decrease was parbéfibet by an
increase in the net win per machine per day asutref the portfolio rationalization and the conted increase in
revenues from sports betting operations as a refyfiroduct improvements and an increase in the baunof
locations (1,176 in December 2012 compared to 60Mécember 2011) in existing and new communities
(including Valencia, where the roll out began ie three months ended June 30, 2012)

Operating ExpensesOperating expenses increased by €56.4 millioB0al%, to €243.6 million in 2012 from
€187.2 million in 2011. The key changes in operpgrpenses were as follows:

« Consumption and Other External Expens€onsumption and other external expenses inghagenents to
certain AWP operators with whom we enter into dudla@tion agreements, costs related to ancillanjices
provided to site owners and other costs, includimmd and beverage, incurred at our gaming halls and
sports betting locations. Consumption and otheeres expenses increased by €0.5 million, or 6.4,
€8.3 million in 2012 from €7.8 million in 2011, pdipally attributable to the increase of costs eisged
with sports betting locations.

¢ Personnel Expensesersonnel expenses decreased by €2.6 millioh, 166, to €40.1 million in 2012 from
€42.7 million in 2011. The decrease was principallyibutable to a decrease in the number of engglsy
compared with 2011 and by a €0.9 million reverdat@npensation provision. Personnel expenses i2 201
included €2.8 million non- recurring restructuriolgarge compared to €1.1 recorded in 2011 for alaimi
concept.

« Depreciation Depreciation decreased by €2.6 million, or 12.986€17.6 million in 2012 from €20.2
million in 2011, principally attributable to the ctease in the number of machines.
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e« Amortization Amortization decreased by €2.6 million, or 19,58 €10.7 million in 2012 from €13.3
million in 2011 as a result of the reduction in lessivity payments to bar owners, which are condgioon
the performance of the machines.

e Variation in Provisions for Trade Transactian®/ariation in provisions for trade transactiorecibased by
€1.8 million, or 51.4%, to €1.7 million in 2012 fro€3.5 million in 2011.

« Asset Impairment Teshsset impairment test increased by €71.1 millio€75.2 million in 2012 from €4.1
million in 2011. In 2012, the assets in the Spawmighrations were impaired by €75.2 million, follogia
test for impairment. This charge was triggered g turrent macroeconomic situation and its negative
impact on the gaming industry. The impairment isss hon-cash charge to operating earnings, ansl mate
affect the company’s liquidity, operating cash flaw debt service capacity.

e Other Operating ExpensesOther operating expenses, which include gamimdy @her taxes, marketing
expenses, lease payments, expenses related tat¢heet business and others, decreased by €5i6mmibir
5.9%, to €90.0 million in 2012 from €95.6 million 2011, principally attributable to a decreaseaming
taxes as a result of the reduction in the numbenathines installed. The decrease was partly offfg¢he
increase of costs related to growth of sports hgtbiusiness.

Gains or Losses on Asset Disposals or AcquisitioBgins or losses on asset disposals or acquisiti@as a
loss of €2.2 million in 2012, compared to a los€bf4 million in 2011, principally attributable tosses recorded in
Spain AWP business and Sports betting business.

Operating Profit Operating profit decreased by €68.6 million toss of €91.5 million in 2012 from a loss of
€22.9 million in 2011.

EBITDA EBITDA decreased by €3.7 million, or 18.9%, to €15.9 willin 2012 from €19.6 million in 2011.
The decrease in EBITDA was principally attributabdethe aforementioned revenue decrease. EBITDAgimar
decreased to 10.3% in 2012, compared to 11.8%1t.20

Other Operations

Other Operations includes the results of our opmratin Panama, Uruguay, Colombia and Brazil, batueles
Corporate Overhead.

Operating Revenue Operating revenue increased by €17.8 million]12i7%, to €157.6 million in 2012 from
€139.8 million in 2011. The increase in operatiagenue was principally attributable to the increiase€Colombia
(€6.8 million) due to the opening of new Crown @asi in San Rafael in the three months ended DeaeBihe
2011 and in Zona T in the three months ended SdyeeB0, 2012; an increase in the net win per seatlay and
the appreciation of the Colombian peso againsetire; Uruguay (€5.7 million) principally due to thecrease in
revenues from slots (higher average net win per peladay and the opening of an additional gamialyj in the
three months ended September 30, 2011, startittgeithree months ended December 31, 2012 our reseaefiect
an increase in the fee payable from the gamingositytessociated with the concession of the Lasgiaeracetrack
which we were awarded in September, 2012; PanaBa (gillion) principally due to the appreciationthie U.S.
dollar against the euro, partially offset by a @ase in the net win per set per day.

Operating ExpensesOperating expenses increased by €25.9 milliod901%, to €161.4 million in 2012 from
€135.5 million in 2011. This increase was mainlyilatitable to Uruguay (€10.6 million) due to cosssociated
with the Carrasco Hotel and Casino project andffttegaming hall, as well as the appreciation loé tUruguayan
peso against the euro; Colombia (€8.8 million) @ipally associated with the opening of the newmasiand with
the appreciation of the Colombian peso againsetire; and Panama (€7.0 million) due to the apptieciaf the
U.S. dollar against the euro, the increase in ggrtames (from 12.5% to 15.0% of net win beginniagubry 1,
2012 and then 18% from May 2012), and the incréaggersonnel expenses as a result of the increaseei
minimum salary wage, starting on January 1, 2012.

Operating Profit Operating profidecreased by €6.5 million, to a loss of €2.2 millio 2012 from a gain of
€4.3 million in 2011.
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EBITDA EBITDA decreased by €8.0 million to €18.5 miflion 2012 from €26.5 million in 2011. The
decrease in EBITDA was principally attributable tdruguay (€4.3 million) primarily associated wittosts
associated with the Carrasco project in UruguayiaRe (€3.4 million) principally associated with timereased
expenses and partially offset by the absence iR 2i§1€1.6 million non-recurring cost recorded in120 and
Colombia (€0.5 million) principally attributable tcosts associated with the opening of new casiB&TDA
margin decreased to 11.7% in 2012 from 19.0% 201

Liquidity and Capital Resources
Liquidity

To date, our and our subsidiaries’ liquidity nebdse been met principally from proceeds from tHerofgs of
senior notes, including the Notes, cash flow froperating activities and borrowings under creditilfides and
other bank borrowings.

The following table provides a profile of our liibes under IFRS at December 31, 2011 and 2012.

As at December 31,

2011 2012
(audited)
(€ in millions)
Short term debt payable to credit INSHULIONS e vvvevveeeeeeiei e, 45.6 75.9
Other current TabilItIES) ..............c.cviviieeeeeececceee et 347.6 411.8
Total CUITeNnt HabilitIeS.........ooiii et 393.2 487.7
Long term debt payable to credit iNStitUtIONS.........ccooiiiiiiiiiiii e, 59.7 100.6
Other long term HabilitiE8 © ............oo et 994.6  1,347.3
Total Iong term labilitieS)..........cocviee ettt 1,054.3  1.447.9
Total ADITHES™ ... 1,4475  1,935.6

(1) Other current liabilities consist of interesteued on bonds, commercial creditors, other nanrsercial obligations and accrual accounts
and others.

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

(3) The balance as at December 31, 2011 was réstata result of the application of the definitaceounting treatment for business acquired
in 2011.
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Historical Cash Flows

The following is our consolidated cash flow statemender IFRS for the years ended December 31, 2081
2012.

Year ended
December 31,
2011 2012
(audited)

Cash flow from continuing operations: (€ in millions)
OPErating PrOfit ... e e e 160.6 109.9
Non cash expenses:

Depreciation and amOrtiZatION.............uieeeaace i 125.6 154.8

IMPAINMENT TEST.....eeiiii ittt e e s e e e e bbb e e e s snnbeee e e e 4.1 75.2

Other operating expenses 13.3 16.4
NON CaSh INCOME(IOSS) ...ttt ettt ettt et e e e e e e e e e s aibrnree e e e e e e e essaananees (0.9) (41.9)
Changes iN WOrKiNG CapItal ..........cceeiiiieiiiie e (16.6) (24.3)
COrPOrate INCOME TAX ..eevivevieriiiriisrinmmmmmmeeeseeeteeeeaeasaeseesr e aa e s e eeeeaeaaaasasaeasseeeeeeseenes (53.8) (81.1)
Net Cash from Operating ACHVItIES..........cviiiiiiiiie i 232.3 209.0
Capital expendituréB(® .. ... .. it (114.3) (263.9)
Long term loans and receivalif@S.................ccooeeiiececeeeeee e 2.8 0.1
INVESTMENTE) ettt ettt (7.2) (165.6)
Net Cash Used in INVEStING ACHVITIES. .......ccciiiiiiiiiiiiieie et (118.7) (429.4)
Issuance of 9.25% DONA............ooiiiiiiieeee e - 226.0
Net change in financial deBt.............ccioioieieiiieeeeeeccceeeee e, 16.4 (6.1)
Net change in other bank I08NS............ccoiiiiiii e (0.3) 43.8
D1V To (= oo K- TP P TP OP PP PUPRPPIN (2.3) (6.5)
Net change in other debt and contingent paynfénts............ccccecevevrveveveeeeeecvceeennns (2.5) 15.8
Net investment in treasury SNAreS ....... .o eieoriiiie e (0.7) 0.1
INEEIESE INCOIME ..ottt e 4.4 3.6
L] (T ST A=) =T 4 T S P (78.3) (107.5)
Net cash effect of exchange rate Changes - eeeiioiiiiiiiiiiii e 2.7) 1.7
Net Cash used in FINanCing ACHVItIES...........oiiuiiiiiiiieie e (66.0) 170.9
Effects of exchange rate fluctuation$ ..............c.o.oooeeruiuieeeeee e, (2.5) (1.4)
Net Change in Cash POSIHION...........oiiiiiiiiiiice e 45.1 (50.9)
Reconciliation

Cash at beginning Of PEIOG.............ii immmeene et 90.6 135.7

Cash at end Of PEIIOU ..........ooiiiiiiii ettt eee e 135.7 84.8

Change iN CaSh POSITION .........ouuiiiiiiitcmmeeee et b e 45.1 (50.9)

(1) Reflects accrued amounts, including any relateatingent payments. Financing of deferments e¢hinvestments are recorded under
“Net change in other debt and contingent payments”.

(2) Capital expenditures primarily consist of intveents to maintain or improve the quality of oucilities, to build out and equip our
premises, to purchase new gaming machines and ke exlusivity payments to site owners in connectidth contracts to install our
machines in their establishments.

(3) Includes loans to site owners and other loans.

(4) Includes amounts committed to acquisitions.hCiem entities acquired is reported under Net geam other debt and contingent
payments.

(5) Includes our Senior Credit Facility, 50% of Herissued by Hipica Rioplatense Uruguay (“HRU")eaf our Uruguayan affiliates.

(6) Reflects movements in temporary financial inresnts such as vendor financing for investmentsticgent payments and the payment of
deferred gaming taxes, expenses related to the issndnces and the renewal of the Senior Credilityaand as of 2011, the cash at the
entities acquired, at the time of the purchase.

(7) Includes the effect of exchange rate fluctustim the conversion of balances to euro.
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Cash Flow for the Year Ended December 31, 2012

Net cash from operating activities for the yearexhdecember 31, 2012 was €209.0 million, a decre&se
10.0% with respect to the €232.3 million in 2011.

Net cash obtained in financing activities was €27@illion in 2012, the principal drivers of whichene as
follows:

* A netincrease of €226.0 million associated withigsuance of the Dollar Notes.

¢ A net decrease of €6.1 million resulting from tmeaatization of the Senior Credit Facility of €9.5llion,
the net positive change of €3.4 million associatétth the HRU bonds (€4.6 million new bond issue and
€1.2 million amortization of previous bond).

« Positive variation in other debt and contingentrpagts of €15.8 million, which consists of a netré@ase in
vendor financing of €33.0 million, an increase iabllities associated with the deferral of gamiagés in
Spain of €19.7 million, and the positive effect€dfL.0 million of the cash balances resulting frwva global
consolidation of ICELA and the Italian operatorgjagiced, compensated by an increase in financiatass
amounting to €37.5 million and expenses associatiid the U.S.$300 million bond (€7.7 million), the
senior debt (€0.3 million), the Argentine advanee®l loans (€2.3 million) and the HRU bond (€0.1
million). The €33.0 million net increase in vendiimancing results from a positive variation of €40.
million associated with the financing of intangilelad fixed assets in Spain- Sports Betting, Mexitay,
Uruguay, Argentina, the deferred payment for theeveal of licenses (€22.1 million), Colombia and
Panama; and a negative variation of €7.9 milliomgipally due to payments in Spain-AWP.

¢ An increase in other bank loans of €43.8 milliong grimarily to increase in debt in Uruguay, Argeat
Colombia and Panama, partly offset by amortizatibdebt in Italy and Mexico.

Net cash in investing activities consists prindipaf €263.9 million in Capital Expenditures fortamgible
assets, including costs associated with the renefathle licenses in Argentina of €107.1 million ahd acquisition
of new licenses in Mexico for €5.0 million, and @stments of €165.6 million for the acquisition bé tadditional
35.8% in ICELA (€158 million) and acquisitions itally (€7.6 million).

During 2012, we had a net decrease in cash andecpstalents of €50.9 million.

Working Capital Requirements

The following table, which is derived from our cofidated cash flow statement under IFRS, sets forth
movements in our working capital for the perioddidated:

Year ended
December 31,
2011 2012
(unaudited)
(€ in millions)
Variations in:

RECEIVADIES.....cviiii e (11.0) (2.6)
1AV (o ) =SSR (1.8) 0.1)
Payables..... ..o aaaaa e (2.3) (20.9)
Prepaid EXPENSES ....ccoiiiiiiiiieiiiiiieit cemmmmmms e e s e e e e et aa et et e eeee e b e aaaaas (2.4) (1.6)
DEferred INCOME ....uuuii e -
DeEferred EXPENSES ....cccieiiieii ettt e e e e e e e e et e et ————— 0.9 0.9
L1 = SRR -
1 ] | PP (16.6) (24.3)

The operation of our various businesses, in theemgde, is not working capital intensive. We manage
working capital requirements on a decentralizedsbasd have historically funded our working capituirements
through funds generated from our operating actisiind from borrowings under our Senior Creditlfgci
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During the periods under review, our working cdpiteeds have been principally driven by payabl&ted to
our request for deferral of gaming taxes in Spagyétive variation of €20.4 million during 2012ariation in
personnel cost provisions and payables and redewabour Mexico business as well as receivabia® ttlients of
Codere Network.

We anticipate that our working capital requireméntthe foreseeable future will generally be stablewever,
these requirements can fluctuate for a varietyagons, including movements in receivables froentdi of Codere
Network, payables related to our request for daferfgaming taxes in Spain, and exchange ratéuftions

Capital Expenditures and Investments

The following table sets forth our total capitaperditures, excluding capitalized expenses, by iggdgcal
area and, based on management’s estimates, dibgtagten maintenance and growth capital expendiforethe
period indicated. We generally classify capital exglitures as growth capital expenditures to thergxthat they
relate to increasing the number of slot machinesumportfolio, increasing the number of bingo seatour gaming
halls or otherwise expanding our business. Maimeaaapital expenditures are capital expenditurats dre not
related to expanding our business.

Year ended
December 31
2011 2012
(unaudited)

(€ in millions)
[ o] o [1gTo I @10 0] o =1 o | V28RS 1.4 2.3
Y E=TTa 1 (=T =T g (o Y 1.4 2.3
(7 (0 111, o - -
Y o 1= o1 (] o - PSP URPPPPRPPPUPUPPRPIN 26.2 129.1
Y F= T (=] = (o1 TP 13.2 119.4
(7 (0 11, | 13.0 9.7
Y (o o 22.9 196.8
Y E=TTa 1 (=T =T (o 16.7 24.1
[T 0T, o TR 6.2 172.7
1= 1Y EPUPTRT 13.5 23.0
Y =TT a 1 (=T =T (o 8.0 13.7
[ (0 111, | 55 9.3
S o - V1 o IR 20.7 28.6
Y =TT a 1 (=T =T (o 18.3 15.0
Growth 2.4 13.6
Panama..........coocceviiiiiiiiiiecinn 7.4 7.0
Maintenance 5.6 6.8
Growth 1.8 0.2
Colombia 6.8 6.3
Maintenance 4.0 2.7
Growth 2.8 3.6
UPUGUAY .eeiieiittiitiiitesaas s e e e s e e e e e et et et e e ee bt b s e s e e e e e e e e e e e eeeeaaeeeeeseeseeebennbnnann s 19.5 36.1
Y E=T [0 (=T =T g (o Y 1.4 4.5
[T 0 VT, o T 18.1 31.6
[T =V | R 0.3 0.2
Y F= TR (=] = (o1 TP 0.1 0.2
(7 (0 11, | 0.2 -
TOtal MAINTENANCE .. .covviiiieie ittt et e e e s e b s s b e sebans 68.7 188.7
o) = 1R (o 1,1 o T 50.0 240.7
L0 = U 0= T o 1= P 118.7 429.4
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We invested an aggregate amount of €548.1 milksw|uding capitalized expenses, during 2011 an@201
Our investing activities during 2011 and 2012 ined the following capital expenditures, long-teoaris and
receivables and investments:

Year ended
December 31,
2011 2012
(unaudited)
(€ in millions)

[ o] o [1gTo I @0 0] o -1 0 | V28RS 1.4 2.3
Capital eXPENITUIES ........ccoiiiii it eeeeeee e e e e e e e e e e e e e e aaeaaen 1.4 2.3
Long term loans and receivables ..........coccceeeeiiiiiii s — —
INVESTMENTS ...t e e s e et e e e e e e e eerenne — —

Y o 1= o1 (] o - PSP URRPRPRPPPPPUPPRPN 26.2 129.1
Capital eXPENITUIES ........ccoiiiiiie e eeeeeee e e e e e e e e e e e e e e e aaeaaen 26.2 129.1
Long term loans and receivables ...........occceceeiiiiiii s — —
INVESIMENTS ... e e e e e et e e e e e e eeeeeeeeeeenennes — —

IMIEXICO ettt ettt e et e e bttt e ekt e e n e e e et et e e e s 22.9 196.8
Capital EXPENAITUIES ......oeiiiieee i seeeeees e er e e e e e e s e s s e reeaeeesennnenees 20.9 38.8
Long term loans and receivables ..........coccceeeeiiiiiii e — —
INVESTMENTS ... e e e e e e et e e e e e e eeeeeeeeeaenennes 2.0 158.0

172 ) USSR 135 23.0
Capital EXPENAITUIES ......ceiieieiei e seeeeees e e e e e e e e s e s e eeeaaeesennnnrnees 8.5 14.6
Long term loans and receivables ... (0.2) 0.8
INVESIMENTS ... e e e e e e et e e e e aeeeeeeeeeeeenennes 5.2 7.6

S = 1 PP 20.7 28.6
Capital EXPENAITUIES ......ccviiieiei e ceeeeees e er e e e e e e s e s s eeeeeaaeesennnnenees 23.3 29.5
Long-term loans and receivables ............cccveiiiiiini e (2.6) (0.9
INVESTMENTS ...t e e e e e e e e e e e e eerenne -

L@ 1 1= PSP PP PP P PPTPRPPPUPRRPN 34.0 49.6
Capital eXPENITUIES ........ccoi it eeeeeee e e e e e e e e e e e e e e e aeeaaen 34.0 49.6
Long-term loans and receivables ...

INVESTMENTS ... e e e e e e et e e e e eeeeeeeeeeeaenennes

Total capital EXPENUITUIES ....ccoiiiee e e e e 114.3 263.9

Total long-term loans and receivables ... (2.8) (0.1)

TOtAl INVESIMENTS ....eeiiiiiie ettt e e e e e e e e sabbbbbbeaeeeaaaaens 7.2 165.6

Total cash invested excluding capitalized eXpenses........cccccccvcvveeeeeeiieiiccevvveenennn. 118.7 429.4

We expect to invest approximately €65.0 millioroimr existing businesses during the course of 2@tR)ding
approximately €19.5 million in Mexico, €13.0 millian Uruguay, €9.8 million in Spain, €9.8 million Italy, €7.8
million in Argentina and the remainder in our othgperations including Colombia, Panama and corporat
headquarters. The investments will be associatdat wiachine renewals and gaming hall refurbishmerasly in
Mexico and Italy; general maintenance of the Masofecetrack, refurbishment of the Las Piedras racketand
finalizing the Carrasco project in Uruguay; AWP thiae renewals and exclusivity contracts and lausfcbports
betting in new regions in Spain; and hall refurbigimts and technology enhancements in ArgentinaeXgect to
invest €10 million in growth projects associatedhvthe Las Piedras racetrack in Uruguay and theclawf sports
betting in additional regions in Spain, and €53iomlin maintenance projects.

Our actual capital expenditures for 2013 may be tean or exceed these amounts. In particularaotual
capital expenditures may be affected by changésr@ign exchange rates, decisions we make to uskiegotential
investments, or acquisitions that we are curreotlysidering or will consider in the future. We egpthat these
capital expenditures will be funded primarily thghucash from operations and bank borrowings undeeristing
credit facilities.
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Contractual Obligations

We have numerous contractual commitments providig payments relating to warehouses and office
facilities, equipment leases, automobile leasespaythents to site owners and certain AWP machimeeabprs with
whom we enter into collaboration agreements inAWP machine businesses. We also have, and wilirmasto
have, payment obligations pursuant to our outstandorrowings.

Our consolidated contractual obligations as of Dewmer 31, 2012 were as follows:

Payments due by period

Less than After

Contractual Obligations Total 1 year 1-3 years 4 years

(unaudited)

(€ in millions)
Long-term debBt ...........ccoovoviiiviiiieeeeee e, 1,086.2 841.8 244.4
Other long-term deBt ............cccovoviveiiiieeee, 81.1 — 25.9 55.2
Short-term defiP ..........cooiriiiiic e 88.1 88.1 — —
Capital lease agreements (short-tét).............. 19.7 19.7 — —
Other obligations (short-terf®).............cccccveene.e. 104.0 104.0 — —
Purchase obligations (trade accounts payable) 131.1 131.1 — —
Total contractual obligations ...............commmenene 1,510.3 343.0 867.8 299.6

(1) Includes the Notes and the HRU bonds (€97 1lllbmand €13.8 million) and long-term payablesctedit entities (€100.6 million).

(2) Consists mainly of the deferred portion of thechase price of AWP operators in Spain (€6.8anj, long-term payments of exclusivity
rights in Spain (€3.5 million), long-term financikasing (€22.3 million) and long-term payablesated to our request for deferral of
gaming taxes.

(3) Includes the accrued and unpaid interest erNibtes of €10.4 million, the principal and accraed unpaid interest on the HRU bonds of
€1.7 million, plus bank loans in Argentina (€31.8lion), Mexico (€17.0 million), Italy (€3.1 millia), Panama (€4.3 million), Uruguay
(€2.3 million), Spain (€0.7 million) and Colombi&d(4 million). The Senior Credit Facility (€16.7Ihain) is included.

(4) Includes short-term capital lease agreements.

(5) Other short-term obligations include defergaaning taxes in Spain relating to the AWP busin(€28.5 million) and exclude short-term
capital lease agreements

(6) Includes trade accounts payable.
Off-Balance Sheet Arrangements

We do not have any off-balance sheet entities anabod utilize significant off-balance sheet arramgeats.
Effects of Inflation

Our performance is affected by inflation to a lieditextent. In recent years, the impact of inflat@n our
operations in Italy and Spain has not been matddailvever, our international operations, partidylahose in
Latin America, are subject to relatively high initen rates.

Market and Credit Risks

We are primarily exposed to market risk from chanigeinterest rates and foreign currency exchaatesr We
manage our exposure to these market risks throughregular operating and financing activities. Ficial
instruments that potentially subject us to creidk consist of cash investments, remaining debtdoweus by Grupo
Caliente and trade receivables. We maintain cadicash equivalents with financial institutions ipa8 with high
credit standards.

Interest Rate Risks

We are subject to interest rate risks related tobomurowings. Borrowings under the Senior Creditify are
principally in euro with floating interest ratessieal on EURIBOR or LIBOR. We do not currently hedge interest
rate exposure and do not expect to do so in thedutSee Note 3 to our Consolidated Financial States for
additional information on interest rate risks angkasitivity analysis on such risks.
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Foreign Currency Risks

Our principal exchange rate exposures relate t@tine-Mexican peso and euro-Argentine peso excheaige
for translation related exposure. We also havestation related exposures arising from our opegatievenue
generated in the local currencies of Colombia, Bramd Uruguay (the Colombian peso, Brazilian reais
Uruguayan peso, respectively) and to the U.S. doll®@anama where the U.S. dollar is the functimuatency. We
also have currency translation related exposuratingl to the U.S. dollar-euro exchange rates, @adily in
Mexico, where certain costs, in particular gamingchine rental costs, as well as the managemenicesrv
agreement with Legacy Caliente, and the outstandiligiations from the Caliente Restructuring areateinated
in U.S. dollar-denominated or referenced to the.ddllar. The issuance of the Dollar Notes on February 82201
increased our exposure to the U.S. dollar-euro @xgd rates, given that the Dollar Notes are U.fado
denominated. For a more detailed discussion ofdgareurrency risks, see Note 3 and Note 20 to cansGlidated
Financial Statements.

In order to mitigate part of the foreign exchanig to which we are subject, in prior years we hewéered
into hedge agreements to cover sales for an armapproximately equivalent to 50% of projected EBITErAm
our Argentine and Mexican operations on a rollingrfquarter basis. The hedges consist of forwardhases of
foreign currency (local currency to U.S. dollar enro, and on certain occasions, U.S. dollar to )eufbe
application of the policy takes into account oup@&stations of the amount of funds we expect torepst, the
amount of euro or U.S. dollar commitments we halve,currency these are denominated in, and ourceadens
about U.S. dollar and euro currency market movemehs of February 28, 2013, however, we had noidare
exchange forward contracts in place. Our Argenfiaeo foreign exchange forward contract that mataiaihg
2012 amounted to a net loss of €3.8 million in 2042 did not have any Mexican peso foreign exchdogeard
contracts in 2012. The realized losses have bemded as other operating revenue in our Argeriirginess.
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BUSINESS

Overview

We are a leading gaming company engaged in the gament of gaming machines, machine halls, bingis,hal
horse racing tracks, casinos and sports bettingtitmts in Latin America, Italy and Spain. As of Beter 31,
2012, we managed 56,474 gaming machines, 186 gamiigy(including machine halls, bingo halls witlachines,
machine halls at racetracks and casinos), 1,378sspetting locations and three horse racing trabk2012, we
generated operating revenue of €1,663.9 millionBRETDA of €305.2 million.

In Argentina, we believe we are the largest opermatgaming halls with 14 gaming halls in which weerated
5,856 slot and other gaming machine seats and 3@®Bgo seats in the Province of Buenos Aires d3exfember
31, 2012. In 2012, our business in Argentina geedraperating revenue of €653.8 million and EBITDA
€160.6 million.

In Mexico, through ICELA and Legacy Caliente, asbDdcember 31, 2012, we were the largest operator of
gaming sites with 89 gaming halls in which we opexial 9,222 machine seats. As of December 31, 208 3lso
operated 79 sports betting locations, and, thrdG§HA, we operated a 52 hectare gaming complex @xikb City
that included the Las Americas racetrack, an amasempark and the largest convention center in Mexis of
December 31, 2012, we held licenses to build aretadp an additional 46 gaming halls. In 2012, ausiress in
Mexico generated operating revenue of €437.2 miliad EBITDA of €103.2 million.

In Italy, we believe we are the leading gaming loaierator with 13 gaming halls as of December 31,22in
which we operate VLT and AWP machines and offegbinWe also operate AWP machines in non-specialized
locations, such as bars. As of December 31, 20&éZ)perated 6,907 AWPs, 1,157 VLTs and 5,775 birgdss and
13,210 gaming machines (which include the onesatpérby us and by other operators) were connectexnit
network in Italy. In 2012, our business in Italyngeated operating revenue of €261.0 million and TEB\ of
€35.0 million.

In Spain, we believe we are the second largestbgeof AWP machines with 12,188 machines locatealvier
8,464 bars, restaurants, machine halls and onengaaill as of December 31, 2012. The gaming halbperate is
the Canoe gaming hall in Madrid, which featuresirgb venue, AWPs and sports betting locations.otalt we
operated 1,176 sports betting locations in Spaiof &ecember 31, 2012. In 2012, our business innSpanerated
operating revenue of €154.3 million and EBITDA d5€ million.

Our Other Operations, which generated operatingmee of €157.6 million and EBITDA of €18.5 millian
2012, included (i) 12 gaming halls (including 1kic@s and a machine hall at the racetrack), onetnaek and 73
sports betting locations in Panama, (ii) 52 gantialis, including five casinos, in Colombia, (iiij@nt venture in
horse racing, five gaming halls and 44 sports hgtidcations in Uruguay and (iv) seven sports bgttocations in
Brazil.

The following table sets forth the number of gamingchines (AWP, slot machines and VLTs), gamindshal
and other gaming facilities we operated as of D31, 2012 and the contribution of each of owsilesses to
our consolidated operating revenue and EBITDA (athe case, before corporate headquarters revenuks an
expenses) for 2012.
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Gaming

machine  Gaming Betting Horse Race Percent of
seats Halls Locations Tracks Revenue EBITDA EBITDA
(unaudited)
(€ in millions)

Argentina................. 5,856 14 — — 653.8 160.6 48.2%
MEXICO......ccevvrvnnnn 19,222 89 79 1 437.2 103.2 31.0%
taly.......ccooevveeiiieiiinns 8,064 13 — — 261.0 35.0 10.5%
Spain........cceecvvvveneen 12,188 1 1,176 — 154.3 15.9 4.8%
Other Operations:

Panama.................... 3,275 12 73 1 92.5 14.2 4.3%
Colombia................... 6,044 52 — — 35.7 5.4 1.6%
uruguay..........oeeeeeeenn, 1,825 5 44 1 26.0 (0.4) (0.1)%
Brazil...........c.ceun.. — — 7 — 3.4 (0.7) (0.2)%
Total .o 56,474 186 1,379 3 1,663.¢Y 333.24Y 100.0%

(1) Revenue and EBITDA do not reflect revenuesexpmknses relating to corporate services providedi¢t of our four principal businesses
and Other Operations by our Group headquarter8 @@dlion and (€ 28.0) million), respectively, fa012.

History

Codere, S.A. was founded in December 1980 by thetiez Sampedro family, Jesls Franco and Joaquin
Franco. JesUs Franco and Joaquin Franco own Reosedranco, S.A., one of the largest gaming maehin
manufacturers in Spain. At that time, JesUs Fradoaguin Franco and the Martinez Sampedro famity ha
established businesses in the operation and distib of non-prize entertainment games, such gpdli and
pinball. These businesses formed the basis of ishreiw the Codere Group. Codere, S.A. began AWPatipes in
1981, mainly in Madrid, and grew rapidly. In 198& began our expansion outside Madrid by addingatip®s in
the Spanish provinces of Catalonia and Valencia ianthe following year, we commenced AWP machine
operations in Colombia. As the Spanish AWP marlegfaln to mature, we continued our strategy of exparia
Latin America, diversifying into bingo, sports bet and casinos. We added bingo halls to our ojpaisin 1991
by opening several bingo halls in Argentina, in pnevince of Buenos Aires. We continued to diversifir gaming
operations with the opening of a casino in Latinekita in Cali, Colombia in 1997. In 1998, we bedrngo
operations in Mexico with Grupo Caliente. In 199@ entered the Spanish bingo market with our adgonisof the
Cartaya bingo hall in Valencia and expanded opamatin Mexico with CIE. In 2000, our AWP machinesagtions
continued to grow in Spain with our acquisition @peribérica S.A.U., which had 3,500 AWP machines] we
have acquired many additional smaller AWP machiperators since then. We also acquired Canoe biatianh
Madrid in 2000, which we developed into one of ltgest gaming halls in Spain and started operatasinos in
Chile. In 2002, our Uruguayan joint venture obtdielicense to reopen the historic Hipédromo dedflas horse
racing track in Uruguay and operate off-track Ipettagencies and slot machines. In 2002, we alserezhtthe
Italian bingo market through a management contract.

In 2003, we reorganized our business along geograloies by establishing new intermediate holding
companies for our Spanish operations and our iatemmal operations. In 2004, we launched an AWP himac
business in Italy and continued the expansion ofaperations in Mexico and began to install eletitdingo
terminals in several of our bingo halls. In 200% ssued €335 million aggregate principal amourEwfo Notes,
acquired the Grupo Royal bingo halls in Argentima ®perbingo in Italy and we entered the Panamamiarket
by acquiring a horse racing track. In January 20@5sold our non-controlling interests in four cas in Chile and
instead acquired full ownership of four casino$®anama. In April 2006, we acquired Rete Franco,afrtee ten
government licensees for the provision of AWP neknservices in Italy and in August 2006 opened ftret off-
track betting location in Brazil.

In 2006, we separately issued €160.0 million an@5&1 million aggregate principal amount of Euro &oand
the Martinez Sampedro family entered into an agesgnto purchase Jesls and Joaquin Franco’'s stake in
Codere, S.A. In 2006 and 2007, we acquired twanbees in Mexico, Promojuegos and Mio Games respdgti
and in 2007 acquired majority stakes in three AW&ciime operators in Italy. Codere, S.A. pricediR® on
October 19, 2007. Proceeds from the IPO were usetthé acquisition of a 49% interest in ICELA ahé purchase
of a 10% interest from a non-controlling interesbur Mexican business.

In 2008, we launched sports betting businesses adrid and the Basque region and sold the direct AWP
machine operations and the sports betting jointurerin Italy.

39



In 2010, we issued €100 million aggregate princigalount of Euro Notes and we purchased six casimos
Panama, one gaming hall and an AWP operator ip #atl we entered into the Caliente Restructuringsyent to
which we acquired a majority stake in the Joint @pavhich held an aggregate of 46 gaming licenségexico in
March 2011. We also launched online gaming opearatemd began the installation of VLTs in Italy dadnched
sports betting operations in Navarra, Spain.

In 2011, we completed the Caliente Restructuricguaed two AWP operators (Gap Games and Gaming Re)
in Italy and launched sports betting operation&riagdn, Spain.

In 2012, we issued U.S.$300 million aggregate fpacamount of Dollar Notes, we completed the pasghof
a 35.8% stake in ICELA, thereby increasing our stttk 84.8%. We also obtained a license for on-¢jaming in
Spain, launched sports betting operations in Vaéer8pain, acquired Dalla Pria, an AWP operatoltaty, and
renewed five licenses in Argentina.

To date, in 2013, we launched sports betting ojperaiin Galicia, Spain and we opened the Carrasuteltdnd
Casino in Uruguay.

Recent Developments
Smoking Ban in Argentina

The Province of Buenos Aires passed a total smokargin 2009 but exempted venues larger than 408rsq
meters and, therefore, our halls were exempt. Heweegional authorities have the right to impletstnicter
legislation than the provincial legislation. As kuthe municipality of Mar del Plata, one of themumipalities in the
Province of Buenos Aires where four of our halls lacated, strengthened its partial smoking batitirisd in 2007
to a total smoking ban in April 2011. In July 201he National Congress of Argentina passed smalkgglation
which bans smoking in all public areas. On Octdhe2012 the Province of Buenos Aires implementadhaking
ban which affected all of the halls which had bpegviously exempted from the total smoking ban enpénted in
the Province of Buenos Aires in 2009. The introgucof this smoking ban has negatively affectedribewin per
seat per day in the fourth quarter of 2012.

Changes in Taxes

As a result of the implementation of the 2013 Sitgbiaw as published in the Official Bulletin onedember
29, 2012, effective January 1, 2013, the gaming(BREU) on VLTs in Italy increased from 4% of amtaun
wagered in 2012 to 5% in 2013. In the case of tiéP4, the PREU tax increased from 11.8% of amouatgeved
in 2012 to 12.7% in 2013 pursuant to decree isdmed®AMS in November 2011See “—Litigation—Other
Litigation and Disputes—Italy—AAMS Litigation”.

As part of the 2013 budget approved by the Provaofdduenos Aires in the fall of 2012, the grossemye tax
applicable to our operations was increased fromt@%2% effective January 1, 2013. In our operatiohs gross
revenue tax is applied to the net win less gamamxgand payment to the non-profit organizations.

Our Competitive Strengths
We believe that the following factors contributeotar strong competitive position:

» Leading Positions in Major Markets.Most markets in which we operate have a limited bermof gaming
permits or licenses, limited desirable real estatations and high levels of protective regulatiamich
could make it difficult for new players to enteefie markets. We have been a first mover in tangétical
resident populations in all of our major marketd aow enjoy leading positions in most of these ratrk
We have been present in Argentina since licensee weginally awarded to operate bingo halls in the
early 1990s in the Province of Buenos Aires, andaveecurrently the largest operator of gaming halls
that market. With 14 out of 46 gaming halls, weresgnt approximately 48% of the market in the Rrowi
of Buenos Aires in terms of net win. In Mexico, anket which we entered in 1998, we are the largest
operator of gaming halls. In Italy, we operate BEBngng halls and, with a market share of approxifgate
9% of bingo cards sold, we believe we are the nideleeler.
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We believe we are the second largest operator oPAlWéchines in Spain, with 12,188 AWP machines in
8,464 bars, restaurants, machine halls and onengahall, as of December 31, 2012. In Panama, we
operate 11 casinos, making us the leader in thecasarket.

Large and Diversified Multinational Gaming Operator Given that most of the markets in which we
operate are characterized by a small number o€ lapgrators and a large number of small operatiths w
limited numbers of new entrants, our size affordsilcompetitive advantage with respect to resowands
economies of scale, including in the procuremergashing machines, which are sourced from manyef th
same suppliers across our operations. In additan,geographic diversification allows us to shaestb
practices among our operations and enables ustimpate industry, regulatory and technology treimds
one market enhanced by our experience in otheratariseographic diversification also provides uhwi

a balanced portfolio, reducing our dependence gngaren market. For example, in the current ecomomi
downturn our Latin American and ltalian operatidva/e helped mitigate the weaker performance of our
operations in Spain.

Significant Experience Operating Diverse Gaming Rlacts We believe our long history of operating
different gaming activities in a variety of markgtsovides us with a competitive advantage in the
management of gaming venues with diversified prodtferings, which is the increasing industry trénd
the markets in which we operate. Since becomingaddriee first companies to operate AWP machines in
bars in Spain in the early 1980s through our presperation of gaming halls, racetracks and betting
locations in eight countries in Latin America angr@pe, we have evolved into one of the most difiecsi
and experienced international gaming operatorsinguhis time, we have developed significant expert

in managing a wide variety of products and havdigpated in the development of gaming markets in
many countries. Industry trends indicate a moveatowthe concentration of different gaming actidtie
including gaming machines, paper based bingo, hases, sports betting and table games on the same
premises. We believe that our experience operatiifiigrent gaming activities provides us with a
significant advantage over our competitors becauwseare better placed to anticipate related regujato
changes and operate new products and technology.fdlltowing are examples of the industry trend
toward concentration from which we have benefiteexpect to benefit:

* Argentina.The Province of Buenos Aires first allowed slotamaes in bingo halls in 2003 and has
since allowed for increases in the number of mahproportional to the number of bingo seats.

* Mexico.The market in Mexico began with betting locatidmsvhich traditional bingo was soon added
and allowed the installation of gaming machine2004.

e ltaly. Italy permitted the installation of gaming mactsna its bingo halls in 2007 and of VLTs in
2010.

* Spain The Community of Madrid authorized the instabiatiof sports betting and Class B3 machines
in bingo halls in 2008 and 2009, respectively. Basque region and Navarra allowed sports betting
machines, alongside AWP machines in bars in 20@7 2810, respectively, while Aragén Valencia
and Galicia allowed sports betting machines in ganhialls in 2011, 2012 and 2013, respectively.

« Other. At the racetracks which we operate in Latin Arogriin addition to taking bets on the races at
the track, we are able to offer bets on other smpevents and operate gaming machines.

Robust Controls and Significant Experience Operagiinn Regulated Gaming MarketsWe have robust
corporate governance policies and procedures, nreamagt capabilities, and effective internal conttbkst
have been crucial to our growth, success and eeldareputation in the gaming industry. As one of a
limited number of companies in our industry thapislicly traded, we are subject to high standarfds
transparency and integrity in the markets in whighoperate, including with respect to compliancenay
laundering, the handling of cash, large prize p#&sy@und transaction authorization. We voluntariljoie

the compliance standards of the Nevada Gaming Cesiom and have undertaken various other “best
practices” initiatives for Spanish publicly tradedmpanies. We have also implemented compliance
policies required by EU Directive 2005/60/EC on reptaundering.
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Having strong internal controls is particularly ionfant in the gaming industry because it is heavily
regulated and key players in the industry, suctegalators and machine suppliers, demand high atded
and seek to limit the opportunities available tanpanies that do not comply with such standards. In
addition, we have acquired valuable experience tgmgpwith regulatory requirements and tax reginres

a diverse range of countries and regional jurigalict In several cases, we have collaborated vethiigg
regulators in the development of new gaming reguiator markets. We believe that our strong market
positions and close and cooperative relationshijis gaming regulators and tax authorities provige u
with a competitive advantage over most of our cditgge and make us an attractive partner (for both
regulators and competitors) with whom to develoy gaming businesses.

Recession Resistant Gaming Model Catered to Locapilations We believe that gaming products
serving the local resident population have beenemesilient, particularly in less mature marketsirg
global economic downturns, compared to the tooriginted Las Vegas-style casinos and gaming fisilit
We believe that our low wager, low prize gamingduats, which are in locations near our customers’
workplaces or homes, offer customers more cost#fie entertainment than the Las Vegas-style casino
which have more expensive games and require additiexpenses for travel, hotel, dining and
entertainment.

Favorable Demographics and Economic Conditions imtin America With the exception of Argentina
whose economy has significantly deteriorated sitheesecond quarter of 2012, Latin America presents
very compelling growth prospects given their impngv macroeconomic conditions and the expanding
buying power of the consumer sector in general.r8hig significant potential for disposable income
expansion as regional economies grow and consun@rding alternatives expand, which generally itssul
in increased demand for entertainment productdh siscgaming. The confluences of favorable factors
throughout the region, including growth in our &trglemographic markets, offer an opportunity of
profitable growth and the ability to serve an evereasing number of clients.

Strong Financial Performance Even in the face of challenging macroeconomirenments, we have
managed strong financial performance in recentsyasiset forth below.

» Resilient EBITDA During Macroeconomic Downtufur EBITDA during the global macroeconomic
crisis has been resilient, reflecting growth in oeonsolidated operations. Our EBITDA was
€241.1 million in 2010, €289.7 million in 2011 a&805.2 million in 2012.

»  Flexibility of Investment ProgranWe benefit from the flexibility afforded by ouniestment program,
which consists of a series of small discretionamestments with very short lead times, including th
purchase of gaming machines in Mexico, the acgoisibf small AWP machine operators in Italy and
the expansion of gaming halls in Argentina.

Experienced Management Team and Board of Director®ur senior management team has extensive
industry experience and our Board of Directorsudels prominent individuals with extensive governtnen
and gaming expertise. Our Chief Executive Offidaisé Antonio Martinez Sampedro, was a co-founder of
Codere and has overseen the growth of our compamy §everal dozen AWP machines in Spain to a
geographically diversified operator with a broadngay product offering. Luis Javier Martinez Sammedr
the brother of José Antonio Martinez Sampedro antember of our Board of Directors, is head of our
Latin American operations and has been with usrfore than 25 years. In addition, our key operatians
Argentina, Mexico, Italy and Spain are managed )mcatives with extensive gaming industry experience
and proven track records of success in relatedoonptementary industries. Our Board of Directors
includes José Ignacio Cases Mendez, who servetbasend of the Spanish National Gaming Commission
from 1994 to 1998, Joseph Zappala, who served 8sAmbassador to Spain from 1989 to 1992 and has
interests in the gaming sector in the United Statad José Ramon Romero Rodriguez, who has been our
outside legal counsel since July 2002 and has alpsxi in gaming legislation since 1978. Their
government and gaming experience is important toability to establish and maintain good relatiapsh
with regulators in the markets in which we operathijch we believe serves to distinguish us from our
competitors.
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Our Strategy

Our goal is to continue to maximize the cash flemgration and profitability of our businesses bywjng our
existing businesses, participating in additionamgey activities in our existing markets, pursuinggulatory
improvements in all of the markets in which we @per and implementing cost reduction initiativebe Tkey
elements of this strategy are:

Leverage Strong Positions in our Principal Gamingavkets. We intend to continue to consolidate and
build on our leading positions in attractive gamimgrkets.

» Argentina.We expect to invest in the renewal of our slot hiae portfolio and refurbishment of our
halls in the Province of Buenos Aires as well aghim continued introduction of the latest technglog
in our gaming halls to maintain our leading markedre.

* Mexico. We continue to invest in the renewal of our slaichine portfolio to capitalize on and
maintain our first mover advantage in this rapigipwing market. We will also continue to focus on
improving the competitive position of the Legacyli€ate and ICELA operations, including through
additional hall refurbishments. We believe thabtlgh Legacy Caliente and ICELA, we will be able
to not only improve our Mexican business, but dtsa@ooperate more closely with the authorities,
alongside our Mexican partners and other largdtini€tnal operators in the country, to ensure this
very attractive and underpenetrated market deveilopsn orderly manner, which will enable the
provision of an attractive offer to the clientsrtsparency and controls to regulators and an tteac
business for operators.

» Italy. We plan to continue growing in the country prirhathrough developing the VLT rights to
install machines that we have not yet installed \{fhich we expect to finalize installations in 20,13
and through increasing the number of AWPs conndcdtedr network. .

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

e Other. Following our success with the “racino” businessdel, which combines horse racing and slot
machines in Uruguay, we have implemented a sirbilesiness model in Panama, where we acquired
the Presidente Remdn Racetrack, a horse racings fradPanama City, and in Mexico at the
Las Americas racetrack. We are considering oppiitsrto develop similar operations in other Latin
American markets, including Brazil, to the exterdrmitted by local regulations. Following our
acquisition of Crown Casinos in Panama in 2005,an& now operating five casinos in Colombia,
acquired a further six casinos in Panama) andnticepened the Carrasco Hotel and Casino in
Uruguay.

Focus on Regulated Local Gaming MarketsWe will continue to focus on offering gaming acties
oriented toward the local resident population rathan tourist-oriented gaming markets, which resgii
investment in capital intensive Las Vegas-stylerms and gaming facilities. We believe that thisu®
limits required capital investment, and that thdseal market-oriented gaming activities generate
significant tax revenue for the jurisdictions in ialh we operate, ensuring transparent regulation and
political support for these gaming activities.

Internet Activities. Following the launch of the Internet gaming businigsitaly in October 2010, we are
exploring opportunities to expand this businesseddain countries in which we already operate, sagh
Spain, Mexico and Uruguay as they adopt specifilagions governing the online gaming industry. We
believe that technological advances and regulathanges will result in increasing convergence betwe
online and offline products which will offer us tlepportunity to leverage the 30 years of experiemee
have garnered operating a variety of gaming pradaad our relationship with local regulators inheig
countries into the online gaming business.
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» Cost cutting initiatives.We expect to continue to reduce management comjy@msand discretionary
expenses, including fees for advisors and condsltas well as other overhead expenses.

» Continue to Improve Fiscal Position.We intend to continue introducing measures to imerour fiscal
position and reduce our consolidated effectiverte. Among the measures we are evaluating, or have
taken, are improving pre-tax profits of businesgsum which we have net operating losses, decngasi
corporate overhead expenses, increasing indebtedmesir subsidiaries which have high profit beftze
such as Argentina and increasing intercompany esaag permitted by local regulation. We also expect
that a sale of a portion of our direct and indiri@terest in our Latin American businesses or inaie of
the business units, to strategic or other investmsld enable us to reduce our leverage and impoave
fiscal position.

e Sale of Stake in Latin American OperationsWe believe that a sale of a stake in our Latin Aoaer
operations or in certain of the business units, ldaenable us to crystallize the value of Codere.
Accordingly, we will continue to evaluate the opjpmities for a sale of a stake in our Latin Amenica
operations to strategic or other investors.

 Redenomination of Indebtedness to U.S. Dollars oodal Currency. We will continue to pursue
opportunities to redenominate the currency of audebtedness from euro to local currency (which
generally have a higher correlation to the U.Sladdhan to the euro) and to U.S. dollars, in otdebetter
match the cash flows in which we generate the rigjof our earnings. In 2012, we generated 15.3% of
our consolidated EBITDA (before corporate headarartrevenues and expenses) in euros, while at
December 31, 2012 66% of our debt was denominatediio. The issuance of the Dollar Notes and local
debt raised in Argentina, Uruguay and ColombiaQid2, resulted in a reduction of the percentageuod e
denominated debt. Assuming favorable market cambtiwe expect to continue to pursue opportunities
redenominate the currency of our indebtedness lotal currency and U.S. dollars in the public debt
markets as well as in the bank market.

Argentina

In Argentina, we are focused on the developmentraadagement of gaming halls, in which the majasftthe
profitability is generated by the machines, but algo have a bingo business. As of December 31, ,20012
Argentina business owned and operated 14 gaming Wéh a total of 5,856 slot and other gaming niaetseats
and 10,533 bingo seats. In 2012, our Argentine nmssi generated operating revenue of €653.8 mikiod
EBITDA of €160.6 million, representing 39.3% of atal consolidated revenues and 48.2% of our diteted
EBITDA (both before corporate headquarters revemnelsexpenses).

Operations

Through the combination of the operations we sthireArgentina in 1991, and the acquisition of Gyloyal
in 2005, we believe we have become the industigeea the bingo and the slot machine marketsénRtovince of
Buenos Aires, each in terms of operating reven 29iP.

The following table sets forth certain historicata concerning our Argentine business’s operations:

Year ended December 31,

2008 2009 2010 2011 2012
Number of gaming halls (at period end)...................... 14 14 14 14 14
Number of slot machine seats (at period end)............. 4,485 4,679 5,043 5,279 5,856
Net win per slot seat per day (in Argentine peso)....... 868.2 989.5 1,223.4 1,559.4 1,717.9
Net win per slot seat per day (in euro).....e.eeeeeeeeee... 187.5 189.8 236.2 270.2 2935
Number of bingo hall seats (at period end).................. 7,981 8,308 8,991 9,517 10,533
Net win per bingo hall seat per day (in Argentirsg)..... 52.4 53.3 58.4 61.2 55.0
Net win per bingo hall seat per day (in euro)............... 11.3 10.3 11.3 10.6 9.4
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The following table sets forth certain informatiggarding our Argentina business’s gaming hallgfas
December 31, 2012.

Concession Number Slot
Opening Expiration of Bingo Machine Revenues for 2012

Name Date Date Seats Seats (€ in millions)®

Bingo San Martin..........ccccoooeecivvvienn. Oct. 1994  June 2021 1,608 861 94,3
Bingo Lomas del Mirador.................... July 2006  Sep. 2029 1,194 662 79,7
Bingo Lanus.........cccccvvveeeeiieeeiieeeenen, Apr. 1992 June 2021 882 512 74,0
Bingo Platense........cccccoveeciivveeeenns June 1992 June 2021 1,048 598 78,6
Bingo MOroN .........cccooovviiiiiniiieeeeienn, June 1998 June 2028 846 483 68,9
Bingo San JUSLO .......ccccveveveeieeeieis Oct. 1999 Oct. 2029 864 474 58,1
Bingo San Miguel........cccccvvveeeeeeiiiinns May 1999 May 2029 894 489 57,6
Bingo Lomas de Zamora.................... July 1991  June 2021 586 326 42,1
BingO SOl ....cooiiiiiiiiiiiic e Feb. 1991 June 2021 528 316 27,9
Bingo Ramos Mejia.......ccccceevvvviinvvimnen. Apr. 1999  Apr. 2029 596 334 42,8
Bingo del Mar.........cooeeeeiiiiiiiis e Sep. 1991 June 2021 830 433 21,6
Bingo Peatonal.............cccccccevve v vwmen.. - Jan. 1991 June 2021 244 121 6,3
Bingo Temperley .......ccoccvviciiiniiiianeee Aug. 2001 Aug. 2016 214 129 5,6
Bingo PUErto........ccocvevveeiiicriieees Jan. 1994 June 2021 199 118 59
TOtal i 10,533 5,856 663.2

(1) Revenues consist of net win for the machine anddproducts, food and beverage sales and othemuesebut exclude gains on the
foreign exchange forward contracts.

All of the halls are located in the Province of Bae Aires. Nine of our gaming halls are locatedha
surrounding areas of the City of Buenos Aires, dhea referred to as Gran Buenos Aires. One isddcit the
capital city of the Province, La Plata, and foum(@ Sol, Bingo Puerto, Bingo Peatonal and Binga)\ae located
in the tourist city of Mar del Plata. The gamindlfidnave an average area of approximately 6.9 trudisquare
meters and are open 24 hours a day.

On November 29, 2012 the five gaming licensestierhalls that we operate in the Province of Buekioss,
the original terms of which would have expired @13 and 2015, were renewed for 15 years from théginal
expiry date following the signing of individual agments for each of these halls with the Instirtovincial de
Loteria y Casinos de la Provincia de Buenos Aiogs;|IPLyC” (the gaming regulator of the Province Bfienos
Aires).

The table below provides for each hall, the Resmhupursuant to which the relevant gaming licenses w
granted and its expiry date:

Hall Individual Resolution Expiry Date

Moron 1788/12 June 11, 2028
Ramos Mejia 1789/12 April 9, 2029

San Miguel 1787/12 May 1, 2029
Lomas del Mirador 1785/12 September 30, 2029
San Justo 1786/12 October 14, 2029

As stipulated under Resolution 1078/12 and Dec&®/12 published in July 2012, the renewal of the fi
gaming licenses was subject to a fixed renewabfe®eR$614 million (equivalent to approximately €16#llion as
of August 29, 2012), which we began paying in Audt®L2 and finished paying in January 2013, an&R$232
million (equivalent to approximately €40 million a§ August 29, 2012) canon tax surcharge payabletintpover
five years, beginning in September 2012.

Following these renewals, out of the 14 halls werafe in the Province of Buenos Aires, eight hasenkes

which expire in 2021, one has a license which espin 2028, four have licenses which expire in 2828 one has
a license which expires in 2016. The latter refer§emperley, the smallest of our halls in the Rroe.
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The following table sets forth certain informatiggarding our gaming licenses in Argentina.

Canon tax
Original Renovation Renewal Up-front fee surcharge
Hall expiration date through (in millions)®  (in millions)®
Ar$  EURO Ar$  EURO
MaF i e Sep. 2006 Mar. 2007 June 2021 143 2.2 334 5.1
Lomas de Zamora...........ccccvvvvvvevrieeacee. July 2006  June 2007 June 2021 166 2.6 38.6 5.9
SOl June 2006 Mar. 2007 June 2021 157 2.4 365 5.6
Peatonal ...........c.covvivviiiiiieeee June 2006 May 2007 June 2021 5.7 09 134 2.1
LanUS. ..o Apr. 2007  Apr. 2007 June 2021 38.2 59 89.0 13.7
Platense.......ccccevevieeee e June 2007 Oct. 2009 June 2021 28.4 4.4 137.8 21.2
San Martin ......cccccvveviveee e Oct. 2009  June 2010 June 2021 555 85 723 111
PUEMO...coiiiieieiei e Jan. 2009 July 2010 June 2021 55 0.8 73 1.1
/1] (o] o AP PUUPURPRN June 2013 June 2012 May 2028 137.6 21.2 52.0 8.0
Ramos Mejia......ccccccveveeeeeiiiiiiieeeen e Apr. 2014  June 2012 Mar. 2029 834 128 316 4.9
San MigUel......ccccvviiiiiiiriee e e May 2014  June 2012 Apr.2029 116.1 179 439 6.8
Lomas del Mirador .............cccoeeviiviivieeen, Sep. 2014 June 2012 Aug. 2029 161.6 249 61.1 94
SAN JUSTO ..ccvviiiiiiii e e s Oct. 2014 June 2012 Sep. 20291156 17.8 43.7 6.7
Temperley....oveeiieiiee s Aug. 2016
Q) Data is calculated based on the exchange saté@ecember 31, 2012.

Slot machines that are installed in gaming halks similar to the Class lll machines present in lthéted
States. In addition, the Argentine gaming hallstamna limited number of non-slot gaming machirmes;h as a
simulated roulette-type machine. These machinesregelated in the same manner as slot machine201r2,
operating revenue generated from slot machinesuated for approximately 89.0% of our consolidatperating
revenue in Argentina.

For our Argentine operations, we buy machines framariety of U.S. and European manufacturers. We
typically finance the purchase of slot machineg&igentina over 18- to 36-month periods. Each maeluiosts on
average U.S.$24,500 (including duties, taxes aambportation costs).

The following chart sets forth the business modehemics for our Argentine slot machine operatidrigs
example is based on our 2012 accounts and fotriliige purposes only:

Net Box (Net Win) (100%) Net box represents amounts wagered less prize fmyou
Less
Gaming Taxe$§" (34%) Gaming tax on slots
Less
Nonprofit Organizations’ (1.7%) Nonprofit organizations represent the amount paid t
such organizations that nominally hold the licenses
Less
Gross revenue taX (5.1%) Calculated based on net win less gaming taxes egsl f
to nonprofit organizations
Equals
Operator Revenues After Taxes and Nonprofit Operator revenues after taxes and nonprofit
Organizations (59.2%) organizations represent the percentage of amougtts n

win that we retain as the operator

(1) Included undeGaming and other taxés our income statement.
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Bingo in Argentina is a pari-mutuel gaming actiwtpereby players wager against one another andgainst
the gaming operator. The gaming operator collecdgiens on a specific event, and 58% of such wagers a
distributed to the players in the form of winning$e remaining percentage of wagers is distribatexng the
provincial authorities, the non-profit organizatoand the gaming operator, within the percentagefosth in the
regulations.

Operational Systems

An operational system can be cash or cashless digelgean whether the individual machines on a diodrf
will or will not accept notes and/or coins. Slot ¢hmes in our businesses in Argentina, Panama, nilmbo and
Uruguay operate cash systems whereby the machimes till acceptors. All of these machines, excéypise
located in venues other than our casinos in the chsColombia; also operate ticket-in-ticket-ownsactional
systems. These systems are designed to accept &@arthe player that contains credit purchaseti@icashier or
received by inserting bills in the machine. Theadtiction of coinless systems increases the averag&in per
machine as it increases the productivity of the hivee

Player tracking systems and loyalty programs aeett¥o basic tools for targeted promotion. Playacking
systems require identification (either by persadahtification or by player identification) at tleatrance of the hall
in order to monitor slot-playing patterns, inclugliftequency and duration of visits, machine trajges within the
hall and customer expenditure. Loyalty program memsiprovide basic identification information, theaet content
depends upon privacy regulations, and receive altipgard (bar-coded or chip) to collect points erhican be
exchanged for gifts, restaurant coupons, cash Qrizgs, and participation in members-only besefill of our
businesses in Latin America have developed or imeteed different versions of these systems fronaré&ety of
vendors including Bally, Electrochance, and Boldtaddition, hall managers generally have a goauedge of
their frequent and high rolling clients.

Main Operating Projects

Our Argentine operations’ principal operating pobjén the near term is the continued general réfarbent
and updating of our gaming halls, and renewal of 9ot machine portfolio to ensure that we haveattiractive
offer for our clients and to meet unmet demandhengeographical areas where we operate.

Competition

We entered the Argentinean gaming market in théy €890s, when we opened the first bingo hall ie th
Province of Buenos Aires. At that time, the Proeired Buenos Aires granted 46 bingo licenses fogtihalls that
are still operating. The regulation that permitadga operations also restricts the number of binglls o the
original 46, limiting direct competition. As of Dember 31, 2012, we operated 14 gaming halls irPtiogince of
Buenos Aires and estimate that 47.57% of the ne$ Wwom the slot machines and bingo businesseatguein the
Province of Buenos Aires were attributable to ust MDain competitors in the Province of Buenos Aaes AGG,
Golden Jack, Grupo Midas and Casino Club which letereen three and four halls each.

The rest of the private gaming market in the Pro@iof Buenos Aires is limited to government-owneadiicos
and racetracks. Casinos in the Province of BuerimsAare generally restricted to tourist areash(itlie exception
of Casino del Tigre, which is located 50 kilomet&ram the City of Buenos Aires), and they have agpnately
4,170 machines in aggregate. There are two ra&stiacthe Province of Buenos Aires, where slot nraeh are
currently not allowed. In the City of Buenos Aittbere are two casinos operated by Cirsa and larahgr, Casino
Club and a racetrack with slot machines in the GftBuenos Aires, which is also operated by Casihib.

Sales and Marketing
Argentine regulations limit the extent and mannemtich we can advertise our gaming activities.
Mexico

Until June 30, 2010, we conducted our operationsl@xico through a management services agreemeht wit
Grupo Caliente, a joint venture with CIE (currerfGELA) as well as through the licensees Promojgegad Mio
Games. On July 1, 2010, the terms of the originahagement services agreement with Grupo Caliente we
changed and we terminated the contract pursuamthioh we constructed or refurbished halls and dbk&m to
Grupo Caliente at cost. After COFECO approved thke@te Restructuring, we began consolidating {herations
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acquired from Grupo Caliente and the Joint Opcadeurthe global method and since April 1, 2011, veweh
conducted our operations in Mexico through ICELAt{L2011, our joint venture with CIE in which wew hold a
stake of 84.8%) and Legacy Caliente. In 2012, ouexikbn operations generated operating revenue of
€437.2 million and EBITDA of €103.2 million, repeagting 26.3% of our total consolidated revenues3n@% of

our consolidated EBITDA (both before corporate hpemters revenues and expenses). The development an
management of gaming halls, in which we manageperaie slot machines, and in certain cases, bindosports
betting, is our most significant activity. As of &@amber 31, 2012, our Mexico business operated 88ngghalls in
which we operated 19,222 slot machine seats antbefithg locations. We also operate a 52-hectareirgam
complex in Mexico City, which includes the Las Angas racetrack, an amusement park and the largasention
center in Mexico. As of December 31, 2012, we Hielehses to build and operate an additional 46 ggrhalls (22

in Legacy Caliente, 12 in ICELA and 12 in RecreasiWarina).

Mexico CIE—Background and Operations

CIE is a leading live entertainment company thateethe Spanish- and Portuguese-speaking markétgin
America, the United States and Spain. CIE has é@sterin companies that offer the following reciaadl and
entertainment products and services: the operafientertainment venues and amusement parks; timegtion and
staging of a wide variety of live events; the prdimo of trade fairs and exhibitions; the sale obrsgorships and
advertising, as well as food, beverage and merdbarat events and venues; and automated ticketingublic
events.

Since 1995, CIE’s shares have been traded on tixechteStock Exchange under the symbol “CIE B”. 898,
a subsidiary of CIE, AMH, was awarded a 25-yearcession to operate the Hip6dromo de las Américeatrack
in Mexico City. In connection with this concessi@giyIH obtained permission to operate 45 off-tracktibg sites
countrywide for a 25-year period and offer numbd@sed games, at these locations. In May 2007, ANiEEsnse
was expanded to develop and operate an additi@nail®s in addition to the original 45 halls thiatvias licensed to
operate.

We entered into a joint venture with CIE in Marc09® to develop and operate bingo halls and spoxd&dbin
Mexico (the “original CIE Joint Venture”). The onm@al CIE Joint Venture was operated through Entietéeentos
Recreativos S.A. de C.V., in which our subsidiagyrafiia de Inversionas Mexicanas S.A. de C.V. heb®%
interest less one share and CIE held the remab§g interest plus one share. Under the joint venagreement,
Entretenimientos Recreativos S.A. de C.V. recei®8% of the net income generated by all of the jemtture’s
bingo halls and off-track betting activities ande thremainder was divided between Compafia de Iromasi
Mexicanas S.A. de C.V. and CIE.

In November 2007, we changed the nature of outioelship with CIE through the purchase of 49% OEL&
which resulted in a new joint venture. ICELA incagd CIE’s Las Américas division and holds certaimigay
related assets previously held directly by CIEJuding an exclusivity contract with IGT, which wegentributed to
ICELA in connection with the transaction. ICELA aitsl subsidiaries are the concessionaire of a B2ahe gaming
complex in Mexico City including the Las Américasrbe racetrack, licenses to operate up to 65 gatoggiions,
including the existing locations, an amusement paudk the largest convention center in Mexico.

On February 8, 2012, we completed the purchase 86.8% stake in ICELA from CIE (the “ICELA
Acquisition”) for a purchase price of Mex. Ps. Zahillion (equivalent to approximately U.S.$209.@lion and
€158.0 million as of the date of closing of the @sdion) pursuant to a sale and purchase agreemigéniCIE (the
“ICELA Acquisition Agreement”). The acquisition tfie 35.8% stake was in addition to Codere Méxiaiready
existing 49% stake in ICELA. Pursuant to the ICE&quisition Agreement, we also acquired an option t
purchase all of the remaining shares in ICELA frGii at a price per share substantially similarhat for which
we agreed to purchase the 35.8% stake in ICELAestitn certain adjustments. We may exercise tpigo on or
prior to June 30, 2014. In addition, as long as @i&intains a stake of at least 5% in ICELA, foreaigd of one
year beginning June 2014, CIE has the right togf@a IPO of ICELA and to grant ICELA the right tarphase
Codere México’s shares in the Caliente business.

Until January 31, 2012, we consolidated our stakéGELA under the proportional method and, begignin
February 1, 2012, we began consolidating 100% ELKCin our financial statements. Since the ICELAGAGsItion
we have been actively working to achieve synerdiesveen our ICELA and Caliente businesses to reduce
corporate overheads and expenses. As of Decemhet032, our Mexico business through ICELA operat&d
gaming halls.
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In addition, our ICELA business includes bettingemgiions where customers can bet on horse andabas r
and on sporting events that occur principally inxde and the United States. Broadcasts of live dn@sd dog
races or sporting events are available throughnaulsast provided by Grupo Caliente and are displaga
televisions located in the off-track betting aredisthe bingo halls. The ICELA business does nouiss any
financial risk for the bets placed at its off-trdmétting sites. The financial risk is assumed bypgérCaliente as the
ICELA business acts only as agent and collectsnantigsion of approximately 75% of the amounts wadjéess
the prizes.

Mexico Caliente—Background and Operations

The following chart shows a simplified summarytoé torporate organization of our Mexico Calientsibess:

GRUPO CALIENTE

67.3%

CALIENTE
HOLDCOS

100% LEGACY
CALIENTE

PROMOJUEGOS
MIO GAMES
JOINT OPCOS

Our previous management services agreement withpdGi@Qaliente focused on the development and
management of bingo halls at its off-track bettitgs. Grupo Caliente is owned by the Hank fandlyprominent
Mexican family whose members have held varioustipali offices in Mexico over the past 30 years,luing
Jorge Hank, who was elected mayor of Tijuana inusti@004. Grupo Caliente is a Mexican company steated
operations on January 1, 1916 with a horse radeina€ijuana, Mexico. Since 1950, Grupo Calients bperated a
greyhound track, with daily racing all year rou@upo Caliente has developed a network of over @bfrack
betting sites located in Mexico as well as in La&imerica and Europe. In connection with its licets®perate the
track, Grupo Caliente was awarded licenses to tgena approximately 90 off-track betting sites (4@&vhich are
now owned by Codere), which are also authorizedntdude numbers based games, currently gaming,halls
throughout Mexico. In May 1998, we entered into thanagement services agreement with Grupo Caliente
develop and manage bingo halls at Grupo Caliewtsack betting sites. Grupo Caliente’s license®perate the
off-track betting sites and bingo halls expire bedw 2015 and 2018. Pursuant to the previous mareagesarvices
agreement with Grupo Caliente, as of June 30, 2000Mexico Caliente business operated 49 hallsremdports
books.

Under the previous management services agreemetter€ México identified locations for the halls,
negotiated leases, constructed or refurbisheddhs, Iprovided equipment, trained all hall emplajesnd provided
managers for the halls. Grupo Caliente owned ttenfies and the halls and paid the salaries ofathenanagers.
Upon completion of the construction of a hall, Ced®éxico sold the hall to Grupo Caliente at céiged in U.S.
dollars at the time of transfer. Grupo CalienteaidpCodere México the construction or refurbishmendts of
bingo halls over a five-year period in 60 equal thbnpayments in U.S. dollars.

On March 9, 2011, COFECO, the Mexican competitiatharity, approved the Caliente Restructuring, Wwhic
was consummated on March 31, 2011. ConsequendyC#iiente Holdcos, the Joint Opcos, PromojuegdsMin
Games are consolidated in our financial statenfeots April 1, 2011 for income statement purposes Btarch 31,
2011 for balance sheet purposes reflecting Gruplei@a’'s stake in each of these entities as nortrabing
interests.

Following the consummation of the Caliente Restminy, Codere México holds indirectly through the
Caliente Holdcos a 67.3% stake in each of the JOmtos, Promojuegos and Mio Games with Grupo Calien
holding the remaining 32.7%. As of December 31,20he Joint Opcos held an aggregate of 46 gamémgnifs
and operated 28 halls in Mexico. As of December2RiL2, Promojuegos and Mio Games each had a licambe
they held an aggregate of 12 gaming permits, outhaéh eight were in operation.
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The previous management services agreements withoGCaliente have been terminated. On July 16, 2010
(with retroactive effect as of July 1, 2010), Cadériéxico and the Joint Opcos entered into new nmzmagt
services agreements pursuant to which the Joinb®pay Codere México an aggregate maximum anneabffe
U.S.$36.4 million through the end of 2014. In coctien with the new management services agreem€atdere
México provided transitional assistance serviceheoloint Opcos for an aggregate monthly fee &$1.0 million
until December 31, 2010.

In addition, Codere México entered into managensentices agreements with Promojuegos and Mio Games
pursuant to which these companies pay Codere Méaicaggregate maximum annual fee of U.S.$7.6 millio
through the end of 2014. The management services &e payable on a monthly basis and account as
intercompany transactions. In addition, pursuarthéoCaliente Restructuring, Codere México exteraleevolving
credit facility to the Joint Opcos to finance theyment of certain liabilities to third parties. A December 31,
2012, the total amount due from Legacy Calienteeurtle management services agreements and thevirgyol
credit facility granted by Codere México was appmetely U.S.$269 million (equivalent to approximst€203.8
million as of December 31, 2012).

Pursuant to the Caliente Restructuring, Coderent#tled to receive 100% of the dividends from Legac
Caliente until all the obligations that were owedCodere at the time of the restructuring are epaifull. In the
second quarter of 2012, €29.7 million remained onlmlance sheet as debt from Grupo Caliente, wiichto be
repaid from dividends from Legacy Caliente. In seeond quarter of 2012 we wrote-off this €29.7 iomillbecause
the assessed net present value of the dividendgris low compared to the amount of the outstandiegt,
principally due to the fact that the Joint Opcossirfirst satisfy the payments due under the manageservices
agreement and service the credit facility loan grdrby Codere México (see “Management’s Discussind
Analysis of Financial Condition and Results of Ggiiems—Factors Affecting the Comparability of ouedRilts of
Operations—Write offs in Legacy Caliente Busines&3 of December 31, 2012, the total amount outhtenof
such obligations owed to Codere was approximate§.&40 million (equivalent to approximately €30.8lion as
of December 31, 2012).

Recreativos Marina—Background and Operations

Recreativos Marina S.A. de C.V. (“Recreativos Maf)ris a company we established in 2006, which stibch
an application for a gaming license from the Secratde Gobernacién, the Mexican gaming authairityhe same
year. The application went through a protracted legalcess, including litigation, which ultimately resadt in
Recreativos Marina being awarded 14 permits tobstagaming halls, plus an authorization to idsggming
terminals in other locations. Following the gragtiof the permits, and mainly resulting from theeftition of the
geographic reach of these permits, the number mhigewas changed from 14 to 12. Through MarchZ®1,3, we
paid U.S.$2.9 million in connection with the prodems and related legal fees, and we expect togpayther
U.S.$2.9 million over the next 18 months.

Operations

The following tables set forth certain historicalleoperating data for our gaming halls in Mexico:

Year ended December 31,

2008 2009”2016V 2011 2012
Number of gaming halls (at period end) 104 94 96 94 89
Number of slot machines seats (at period end) 50,837,421 19,299 19,571 19,222
Net win per machine per day (in Mexican peso) 889883 881 842 877
Net win per machine per day (in euro) 54.547.0 529 49.0 51.8
Number of bingo hall seats (at period end) 15,468,266 12,574 13,430 12,825
Net win per bingo hall seat per day (in Mexicanges 164 141 114 99 107
Net win per bingo hall seat per day (in euro) 10.1 75 6.8 5.8 6.3

(1) Data for 2009 and the first six months of 2010 Haeen adjusted to reflect only the operations bhedlin the agreement we entered
into with Grupo Caliente on July 16, 2010, pursuamwhich we restructured our previous contractaktionship.
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The following table contains a description of CadeMexican gaming permits:

Date of Extension Number Geographic Term
Business Unit Permission of Permits of Permits Restrictions (date of expiry)
ICELA .., 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.......... Several dates
between October
1993 and October to
Operadora CatabriaDecember 1993 25 v@W " November 2018
Legacy Caliente.......... Operadora de
Espectaculos
Deportivos June 1992 3 v@ June 2017
Recreativos Marina  Recreativos Marina July 2012 12 v July 2037
Total ..o n.a n.a 135 n.a n.a

Source: Mexican Ministry of InterioSgcretaria de Gobernacipn

(1) Although certain restriction apply to the redtion of the halls, these can be relocated withethyroval of theSecretaria de Governacign
the Mexican Ministry of Interior, a federal agenahich has the exclusive power to regulate gamimngl #he authorization of the local
government.

The following chart sets forth the business modehemics for our Mexican slot machine operatiorfgs T
example is based on our 2012 accounts and fotrilinge purposes only:

Net Box (Net Win) (100%) Net box represents amounts wagered less prize ayou
Less
Gaming Taxes (30%) Gaming tax on slots levied by Federal governffent
Equals

Operator Revenues After Gaming Taxes (70%) Operator revenues after gaming taxes

(1) Atthe state and local level, gaming taxes eafngm 0% to 12% of the value of net win. Thes¢estand local taxes, can be credited against
the federal gaming tax up to an amount represe®i®f the federal gaming tax. Currently, theredisputes regarding the applicability
of several of these state taxes (see “Litigation»Cantingencies—Mexican Tax Disputes”).

The gaming halls in Mexico are located in largeamrkareas of Mexico, such as Mexico City, Monterrey,
Guadalajara, Puebla and Cancun as well as in anwfies. The majority of the gaming halls of ICELs&ke in
Mexico City, the Federal District and in the mewban area in the State of Mexico, while Legacyi€#e has less
gaming halls in this area. Most of the halls operat a 16-hour schedule.

We and our partners have entered into agreemetitsi@dding suppliers of slot machines, includinglBa
Technology, Inc. and IGT. As of December 31, 2042, had 19,222 gaming machines installed. In 2012, w
estimate that operating revenue generated from rgamiachines accounted for approximately 70% oftttal
operating revenue of all the Mexican businesses.

In Mexico we operate an entirely cashless systethesegulation forbids the use of machines theepiccash.
Codere’s customers at halls in Mexico purchaseitcedthe hall entrance and are issued a vouchéraaRIN
number. By keying in the PIN number at any termitia¢ customer can play and by subsequently keyutgthe
customer can terminate the game on one machinenanéd on to another one. The system will keep ticfcits
credit balance and, on exit, the customer cashebysimply handing back the voucher. We have liesteplayer
tracking and loyalty programs in our Mexican halls.
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Competition

We began our operations in Mexico in 1988 throughroanagement services agreement with Grupo Calient
and expanded our operations in 1999 through ICHbAoth cases, we participated in the developméttieohalls
where we offered traditional bingo products pursuanlicenses that these parties owned. Until 2@@den the
Mexican government enacted regulation granting tamdil licenses to operate gaming facilities thioogt the
country, we estimate that halls operated under G@gliente and CIE’s licenses constituted the nitgjof private
gaming offered in Mexico. Beginning in 2005, the »itan government granted additional licenses toraipe
gaming facilities throughout the country. We estienthat approximately 28 licenses to operate a wit®633
gaming facilities have been granted by the Mexigavernment as of December 31, 2012. Of theseendies for
137 gaming permits were associated with Codereamneddditional 21 for approximately 496 permits haeen
granted to third parties. One of these third-péidgnses was granted to Grupo Televisa, a largeiddaxmedia
company, making it our competitor in Mexico. At Recber 31, 2012, Codere, through ICELA and LegadieGa@
managed or operated 89 halls, and we estimatetlibed were approximately 189 halls in Mexico openaed
operated by third parties at that date.

In addition, there is a proliferation of gaming Ikallegally operating without the permits requirbg local
regulation. These illegal halls are principallydted in Northern Mexico and particularly in theyaif Monterrey.
These illegal halls are attractive to certain porsi of the gaming community in Mexico and affectr ou
competitiveness in such regions, because mosteaif tiperators do not comply with the applicableutations,
including the payment of gaming taxes. In additibigh crime rates and violence resulting from diagficking
and organized crime are particularly acute in treeas with illegal halls where corruption prevaiter example,
the gaming hall of one of our competitors in Montgrwas the subject of organized crime-relatedraiscAugust
2011, an event which negatively affected our opamatthrough reduced attendance at our gaming imaile week
following the event as well as through the closafreertain halls as a result of widespread govemirimspections.

Under our agreements with Grupo Caliente, we algestito limitations on operating sports books. fiéru
Caliente must consent to the opening, relocatiamamsfer of any sports book in Mexico, which carigeay not be
unreasonably withheld.

We believe that the Mexican gaming market is nghlyi penetrated, since additional gaming licensegsew
provided only in 2005 and it has significant groyethtential in light of the fact that total amoumtagered represent
a relatively low percentage of GDP compared to offropean or Latin American countries. As such,hage
been focused on securing our first mover advantaghis market and have been increasing our mavksition
primarily through the deployment of slot machinasekisting halls, as well as improving the openaion the
Legacy Caliente business, following several yedrsumderinvestment in that business as we negotigted
restructuring of our relationship with Grupo Catien

Sales and Marketing

We have begun to advertise our Mexico gaming laait$ betting locations in mass media, such as ngespa
and magazines with wide circulation, consistenhwiexican regulations.

Italy

We have been present in the Italian gaming indusitrge 2001, when we entered the bingo markeiallyit
our activities were focused on providing managensentices to bingo halls owned by Operbingo. Culyeme
are focused on the development and managementrdi3gaming halls, the AWP machines placed in laauch
gaming halls, the development of our AWP networll &me 1,359 VLT rights to install an equivalent raen of
machines granted therein. In 2012, our Italianmess generated operating revenues of €261.0 midhohEBITDA
of €35.0 million, representing 15.7% of our condated revenues and 10.5% of our consolidated EBITB#h
before corporate headquarters revenues and expenses

Operations
AWP

Since 2004, the year in which regulation intendedréform the Italian gaming machine industry was
implemented, we have been present in the ItalianPAMachine market. We entered the market as antopafa
AWP machines and subsequently acquired a netwarkessionaire.
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The following table sets forth certain historicata concerning our Italian machine operations,uiiclg the
machines installed in our gaming halls:

Year ended December 31,
2008 2009 2010 2011 2012

Number of AWP machines operated (at period end).............. 2,383 2,181 2,178 5,138 6,907
Net win per AWP per day (in Ur0)..........vceeeeeveeeeesmmeeeeeeeeannns 703 748 86.0 741 652
Number of VLT machines operated (at period end)............... — — 402 962 1,157
Net win per VLT per day (in €Ur0) .......ccccceeeeerevevevvmmnnenennnnn. — — 176.2 264.1 216.2

In the Italian AWP machine business, AWP operagmter into agreements with site owners under wttieh
operator places its AWP machines at the sites andides maintenance services for such AWP machines
exchange for a variable fee that is generally etiu&P% of net box after deducting gaming taxestaedcost of the
network provision.

The following chart sets forth the business modehemics for our Italian AWP machine operationsisTh
example is based on our 2012 accounts and fotrilinge purposes only:

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

Less
Prizes Payout (75.0%) Prize payout represents the percentage of amounts
wagered that must be paid to players of AWP mashine
over a cycle of a certain number of games, as fipedn
applicable regulations.
Equals
Net Box (Net Win) (25.0%) Net box represents amounts wagered less prize fgmyou
Less
Site Owner (5.5%) Site owner represents the percentage of amountsregg
that is paid to the owner of the site in which h&/P
machine is located.
Equals
Operator Revenues (19.5%) Operator revenues represent the percentage of asnoun
wagered that we retain as AWP machine operatooy pri
to payment of applicable gaming taxes and the
interconnection fee. We recognize this amount as
operating revenue.
Less
Gaming Taxes (12.6%) Gaming taxes represents the amount paid to the stet
is the sum of 11.8% of PREU payments and 0.8% @f th
canon.
Less
Interconnection Fee (1.9%) Interconnection fee represents the amount paichéo t
network by each of the machines connected to it.
Equals
Operator Revenues after Gaming Taxes and Operator revenues after gaming taxes and
Interconnection Fee (5.0%) interconnection fee represents the percentage ofiars

wagered that we retain as AWP operator.

The lItalian regulator has approved certain chamgelse regulation which affect gaming taxes. In tase of
the AWPs, gaming taxes increased from 11.8% of amsowagered in 2012 to 12.7% in 2013. The minimuinep
pay-out decreased from 75% to 74% in 2013. In amdigaming taxes for VLTs increased from 4% of anteu
wagered in 2012 to 5.0% in 2013.

On April 28, 2006 we purchased Codere Network (jowesty Rete Franco), which is one of ten government
concessionaires for the provision of AWP networkviees. At December 31, 2012 Codere Network ha®231,
machines connected to its network.
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In August 2009, in order to finance the reconstamctworks after the damages caused in Abruzzo by an
earthquake in April 2009, the Italian Parliamenthanized the granting of rights for the introductiof VLTs to the
AWP network concessionaires, in proportion to tlwnher of machines connected to their respective/ar&s.
Following such decision, we began installing 1,389F machines during the second half of 2010. Coragao
AWPs which are stand-alone machines that give priepending on a pre-determined cycle of games,s\VArE
more attractive as the machines are connectecd¢mtaal system that provides the machine with aimi;mn number
based on a lottery system that makes the machime random.

VLTs have a higher prize payout than AWPs (85%A&9% of amounts wagered in 2012) and higher prizes,

which could be as high as €500,000 per gaming sy&te VLTS compared to a maximum prize of €10040VPs.

In addition, VLTs have significantly lower taxesathAWPs (4.8% vs. 12.6% of amounts wagered in 2@h&)can

be placed only in gaming halls, bingo halls andibgtshops. In December 2010, we acquired a mgjstéke in

FG Slot Services S.r.l., which is a leading AWP hiae operator in the area of Verona with approxetya620
AWP machines. In 2011, we purchased two otheraitabiperators; Gap Games in May and Gaming Re in Jul
which together operate approximately 2,560 AWP rireesh In June 2012, we acquired a majority stakBaha
Pria which operated approximately 2,000 AWP machiaethe time of the acquisition. These acquisitiare a
reflection of the increased attractiveness of thmigg market in Italy due to recent regulatory gembenefitting
gaming operators, particularly the introductionVafTs.

Gaming Halls

We have owned bingo halls since December 15, 2@8Bn we acquired Operbingo, and have since acquired
Bingo Palace, Mortara, Maxibingo and Royal (Cagedach with one hall, and opened a greenfield dingll in
Bologna. Following the enactment of enabling lesish, in 2007 and 2010 we began installing AWPS ¥hTS,
respectively at our halls so that today the binglssthave been transformed into gaming halls inctvhive offer a
variety of gaming products. Today we own and opela gaming halls in Italy, of which 12 halls withngo and
one hall with only machines.

In November 2009, in an effort to boost the bingotsr, the AAMS approved certain changes to relevan
regulation, including an increase in the prize payfoom 58% to 70% and a reduction in gaming taxfethe same
amount (from 23.8% to 12%). By increasing the ppagout, bingo is more attractive to the player santtls to
result in increased wagers as players often chomsglay the amounts won. The regulation also perrttie
interconnection of bingo halls, and thus the poliilof increased jackpots, under certain conditio

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

Year ended December 31,
2007 2008 2009 2010 2011 _2012
Number of gaming halls (at period end)...... 12 12 12 13 14 13
Number of bingo hall seats (at period end). 6,447 5,930 5,817 6,071 5,950 5,775
Net win per bingo hall seat per day (in euro) 36.6 33.0 30.0 27.1 243 204

Number of AWPS .......oooviiiiiiiie e, 480 601 493 480 322 325
Number of VLTS ...oooiiiiiiiiieciiieee e 402 769 808

The following table sets forth certain informatiggarding Operbingo’s operations as of Decembe312:

Concession
Concession Expiration Number of Revenues for 2012 (in

Name of Bingo Hall City/Region Date Date Seats millions of €)%
Palace................. Turin, Piemonte Jan. 2002 Jan. 2014 755 17.5
Re. .., Rome, Lazio Feb. 2002 Feb. 2014 750 25.1
Modernissimo...... Salerno, Campania Mar. 2002 Mar. 2014 401 7.2
Living .ooooeeeiiiins Bologna, Emilia Romagna Apr. 2002 Apr. 2014 330 3.7
Marconi............... Vigevano, Lombardia Apr. 2002 Apr. 2014 303 3.3
Garbini................. Viterbo, Lazio Aug. 2002 Aug. 2014 374 7.1
Ariston................. Lecce, Puglia Sep. 2002 Sep. 2014 422 10.5
Vittoria................. Parma, Emilia Romagna Jan. 2002 Jan. 2014 418 11.7
Cola di Rienzo..... Rome, Lazio Dec. 2004 Dec. 2016 310 121
Regina.......c.cc...... Bologna, Emilia Romagna Sep. 2002 Sep. 2014 336 5.7
Mortara................ Mortara, Lombardia Mar. 2002 Mar. 2014 306 3.5
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Maxibinga............. Salerno, Campania Mar. 2002 Mar. 2014 440 6.2
Royal.......cccccevvene Caserta, Campania Feb. 2002 Jan. 2014 630 16.5
Total....cooeeeeeeen, 5,775 130.1

(1) Revenues consist of net win for the machinetando products, food and beverage sales and cglenues.

Our gaming halls in Italy are located in variougioas through all the country such as Roma, Pa¥eayna,
Bologna or Lecce. Most of these gaming halls ogepata 18.5-hour schedule.

We are subject to ongoing litigation and disputegarding the Italian business (see “—Litigation—Tax
Contingencies—Italian Tax Disputes”, and “—Litigat—Other Litigation and Disputes—Italy”). We belethat
the various charges against the networks refletarge measure both a rapidly developing regulatamework
and considerable political uncertainty and arerelytinconsistent both with the economic realitiéghe business
and with the ultimate objective of the Italian govaent to have a well regulated gaming machinestrgiu

Competition

Competition in the Italian AWP machine operationrked is highly fragmented. The VLT market is more
concentrated as there are only ten networks thet thee rights to install VLTs. There are threeHertnetworks that
have recently received a provisional license bey tave not yet been granted VLT rights. The largetvorks are
Bplus and Lottomatica with approximately 40% of ¥MET rights issued. The competition in the bingargag
market, as in the case of Spain, is also highlgnranted and comprises a number of small operat@asmarket
share is 9%, which makes Codere one of the maekelers in the sector.

Sales and Marketing

We started advertising our gaming halls and weladitbe end of 2010. We mostly plan local campaigils a
marketing mix, which include radio, cinema and in&t. In October of this year, we started a loyalign in our
gaming halls and we plan to extend it to our Inééigaming business.

Spain

Our Spanish business comprises AWP machines, asdpetting business, including self-service terrsiras
well as our Canoe gaming hall in Madrid in which agerate machines and bingo. As of December 312,20&
install, maintain, service and collect cash frorero12,188 AWP machines compared to 14,677 as ofber 31,
2011, throughout Spain in over 8,454 bars, restasirmachine and gaming halls. The average dailybortper
AWP machine was €44.9 in 2012 and €42.3 in 2011.0A®ecember 31, 2012, we had 1,176 sports betting
locations in Madrid, Navarra, the Basque regionagdn and Valencia compared to 600 in December 311.2
Codere also owns and operates the Canoe gamindrha012, our Spanish business generated openatimmpue of
€154.3 million and EBITDA of €15.9 million, repreging 9.3% of our consolidated operating revenues 48%
of our consolidated EBITDA (both before corporagatiquarters revenues and expenses), respectively.

In December 2010, the Spanish Government passethlasmoking ban which became effective in January
2011 and applies to every closed public venue. stheking ban applies to all bars, restaurants afid imawhich
we operate throughout Spain as well as to our Cgaoeng hall.

Following a series of regulatory changes in Sphat progressively allow for more gaming productshéo
offered in the same premise (for example, selfiserterminals for sports betting allowed in barghe Basque
region, Aragon, Navarra, Valencia and Galicia, &pbetting, electronic poker and roulettes and B34 allowed
in gaming halls), we combined all of our Spanisterations to extract commercial and cost synergmesng the
businesses. As such, results previously reporteértie Spain AWP, the Spain bingo business andsspetting
business units are reported as a combined unitr8pkEn since January 1, 2011.

An example of the combination of operations in 8paithe recent change we introduced in our Calaoe ity
hall in Madrid. As a bingo hall, Canoe gaming halbnly allowed to be open for 12 hours a day (ffdmp.m. to
3 a.m.), restricting the play time on the machiloesited at the hall. In order to maximize profig wave divided
the Canoe gaming hall into two independent hallse @all keeps operating as a traditional bingo, vettlile the
other hall operates under a gaming hall licenseigntherefore, permitted to maintain longer hoofr®peration.
The gaming hall licensed portion of the Canoe ggnhall offers sports betting, AWP and B3 machingsvall as
other games such as electronic poker, blackjackaulétte.
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Operations

We are a market leader in the highly fragmented AM#&2hine market in Spain and have a significartgmee
in most of the regions of Spain, including Mad@atalonia and Valencia.

The following table sets forth certain historicaltal concerning our AWP machine operations in Spaththe
average daily net box per AWP machine:

Year ended December 31,
2008 2009 2010 2011 2012

Number of AWP machines

(at period end) 15,963 15,587 15,399 14,677 12,188
Average daily net win per AWP machine (in elfa)............... 55.7 49.2 492 423 44.9
Spanish market average daily net @in...............cccoevevvvvvemeen. 393 364 376 36.2 n.a.

(1) Average daily net box per AWP machine is cated as average daily amount wagered less prizzuppgr AWP
machine.

(2) SourceSpanish National Gaming Commission Annual Re@286—2010), anBireccion Nacional de Ordenacion del
Juego 2011 Annual Report.

The most important asset in the AWP business isetaionship with the bar and restaurant owners. have
established relationships with over 8,454 barsrasthurants through installation agreements.

These agreements generally give us the exclusghg to place one or more of our AWP machines in the
owner’s establishment for a period of up to terrgeln return, we share the revenues obtained fdlleving chart
sets forth the business model economics for ouniSpaAWP machine operations. This example is basedur
2012 accounts and for illustrative purposes only:

Net Box (Net Win) (100%) Net box represents amounts wagered less prize fgyou
Less Site owner represents the percentage of amountsinet
Site Owner (39%) that is paid to the owner of the site in which hé&/P
machine is located.
Equals Operator revenues represent the percentage of inet w
Operator Revenues (61%) we retain as AWP machine operator, prior to payneént

applicable gaming taxes. We recognize this amosnt a
operating revenue under IFRS.

Less Gaming taxes represents our estimate, based aribast
Gaming Taxes (22%) experience, of the percentage of net win repredebye
legally mandated tax payments per AWP machine. AWP
machine taxes are established by regulation in each
Spanish region in which we operate as a fixed yearl
amount per machine.

Equals Operator revenues after gaming taxes represents the
Operator Revenues after Gaming Taxes (39%) percentage of net win that we retain as AWP operato

In addition to revenue sharing, until early 200@, eften made interest-free loans or up-front cagments to
owners to induce them to enter into or extend emtérand grant us exclusive rights to install AW&chines in
their establishments. Site owners typically reghi&ke loans over a 12- to 24-month period througbfiset against
their share of revenues. Beginning in 2009, asaltref the decrease in the net wins, and in craetign the
incentives of the bar owners, we began changingpkigont payments to reduce the amounts and terdekerred
payments, conditional on the performance of the Wader the current methodology for an averagereatitwhich
is approximately for €5,000, we pay 20% up-froft%@in the first year and 50% after 18 months, #teef two
payments only being made if the net wins exceedrtiménums stipulated in our agreements with theviddial bar
owners.
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Upon reaching an agreement with a site owner, whlinand maintain the AWP machines. Working wiib t
site owner, we also ensure that each AWP machinglies with regional and national regulations. W&y any
required gaming taxes and, where required, posetaonguarantees with the relevant regulator.

Unlike in Argentina and Mexico where we operate gmggnmachines in our halls, in Spain, we have a
collections department that is responsible foryéagr out coin collection from our AWP machines iarious sites.
Each of our collectors carries an electronic pdetaievice that provides our collectors with a digant amount of
information, including the share of the cash batsincthe AWP machines payable to us and to theositeer, prize
payout, the time during which the AWP machine wasuse and the payment conditions established in the
applicable installation agreement.

We primarily grew the number of AWP machines in qartfolio through acquisitions of smaller AWP
operators and organic growth. Many of the smalpmrators represented attractive acquisition oppdits because
their acquisition generally required a low capitaVestment, and results in a high EBITDA and cakiwf
contribution to our Spain AWP operations. Once @antified a potential business to acquire or lacatd develop,
we preferred to take a controlling stake in theitess. This typically included taking over the @ced operator’s
rights under its installation agreements and itiggabons under its service and maintenance agratané recent
years, we have not made any acquisitions as weueelhe market conditions and prices were not atequ

We continuously monitor the economic performance oof machines to make wire contract renewal
determinations. The higher average daily net baxdpced by our AWP machines is a key element in our
negotiations with site owners, as are the excltyspayments that we make in order to guaranteexcliusive right
to install AWP machines in particular sites. Theelihood of such exclusivity payments being reqiirand the
amount of such payments, is generally a functiothefcompetition for any given site, with centrdthgated, high
traffic sites attracting the most interest from campetitors. In cases where there are a numbgaraofng operators
bidding on a site, we will generally be requiredrtake higher exclusivity payments or loans or adearo the site
owner, increasing our operator costs. We capitaksusivity payments and amortize them over tmgtle of the
contract with the site owner, which averages figarg.

AWP business is regulated solely on a regionallleveSpain and the regulations are periodicallyergad.
These changes in regulation affect parameters asithe prize pay-out, maximum prize and the maxiranmount
that can be waged.

Regarding the sports betting business, in July 2@@6signed a memorandum of understanding withisyill
Hill to participate in the sports betting market3pain following the adoption of enabling legisbati In light of the
publication in Madrid and the Basque region of sledislation, the parties to the memorandum of wstdading
created Codere Apuestas Espafia, S.A.U., and Gar¥iptoria Apustuak, S.A.L., joint ventures to dge sports
betting in Madrid and the Basque region, respelstivwach of which applied for the necessary licariseoperate in
these regions.

Madrid issued five-year administrative authorizaido conduct sports betting businesses to compaha
meet certain financial, technical and other requaets. The Basque region awarded three licensehdaperation
of 25 locations and 500 machines for each licerdden. Sports betting is allowed in dedicated begttiocations,
existing gaming establishments, sports premises @motely. The joint venture obtained the necessary
authorizations in both regions and began sportindbiusinesses in Madrid in April 2008 and in Bessque region
in November 2008. In addition to offering sportsting in our locations, we are able to offer spdsting at casino
gaming halls, bingo halls and sports venues. Nbegkss, following a strategic review by William Hind Codere
of our joint venture in Spain, the parties agreziMilliam Hill's withdrawal from the joint venturdue to William
Hill's decision to focus its international sportstting strategy on the Internet via William Hill Dre. Pursuant to
the terms of the agreement, on January 20, 201dert€acompleted the purchase of William Hill's 5084k in the
company for a symbolic amount of €1.0.

On October 18, 2010, we launched sports bettingnbsses in the region of Navarra. As in the Basgg®n,
sports betting in Navarra is allowed at dedicafeorts betting shops, existing gaming establishmants bars. In
2011 and 2012, we launched operations in AragonVaencia. In Valencia sports betting is permitbedars. In
2013, we launched operations in Galicia, wheretspoetting is also permitted in bars. We expeatxpand the
business upon the passage of enabling regulatioluding regulation related to online gaming.
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As in the case of the AWP machines, we enter iifferdnt agreements with bar and gaming halls osner
sharing the revenues with them.

We made progress in the establishment of the spettgg business in Spain over the course of 20112012,
with 600 sports betting locations in use as of Dawer 31, 2011 and 1,176 as of December 31, 20&2n#jority
of these being self-service terminals installetians.

We also operate the Canoe gaming hall, which hasvéer of different gaming devices offering varidyses
of games, including traditional bingo, (similarttee game played in other countries as Mexico, ltalArgentina)
and sports betting. The estimated number of vigitse gaming hall was 386,000 as of December G122

In December 2010, in an effort to boost the bingctar, the Community of Madrid increased the ppag-out
ratio by 6 percentage points from 65% of card s&e81% and decreased the gaming taxes applicabéngo
operators by 7 percentage points from 22% to 15%adnh case, effective January 2011. The differesfce
one percentage point increases the margin to teeatyy.

Competition

Competition in the AWP machine operation markeBpain is highly fragmented. Regionally, our comipesi
are local operators, while, our primary competitationally is Cirsa, which we estimate had appratiaty 20,813
AWP machines throughout Spain as of December 312.20/e believe that the AWP machine market in Spain
remains highly fragmented and offers considerablesibilities for further consolidation. In the casiethe sports
betting business, the competition depends on th&beu of licenses issued in each region. In the ohfiee Basque
region there are only three players as the licemseslimited, while in the case of Madrid the numsbef
competitors is higher due to the fact that theneoidimit upon the number of licensees. In the bibgsiness, there
are 47 halls in the Madrid region.

Sales and Marketing

Although government regulations on advertising hheeome more relaxed in recent months, the current
regulations limit the extent and manner by whichamel our competitors can advertise. In particugarernment
regulation prohibits certain kinds of direct andlinect advertisements to potential AWP machine giayIn the
case of the Canoe gaming hall and sports bettigigl&ion, the government eased some of the réstric that
existed for gaming related advertisements.

Other Operations
Panama

In October 2005, we purchased a 90% interest ifPtkeesidente Remon Racetrack in Panama City, whitihei
only racetrack in Central America. We acquiredrdgmaaining 10% held by the Motta family in 2010. \&lerently
hold licenses to open betting locations and arenjierd to install up to 500 slot machines and aybihall at the
racetrack. As of December 31, 2012, the racetraak 308 machines and we were operating 73 sportgdpet
locations in Panama.

On January 24, 2006, we completed the purchasemfrCCasinos in Panama. The acquisition was patief
sale exchange agreement signed on July 28, 200&értthe Antonio Martinez Group and us, pursuanthizh
we agreed to exchange our non-controlling inter@stour Chilean casinos for 100% of Crown CasinGs
December 6, 2008, we opened our fifth casino inaRem located at the Radisson Hotel, in the secargbst
Panamanian city of Colén. On August 19, 2010, feilgy receipt of regulatory approvals, we complethd
purchase of Thunderbird Resorts Inc.’s (NYSE Euxorensterdam: TBIRD) 63.6% stake in six casino®anama
for approximately U.S.$38.0 million. As of the datiethe acquisition, International Thunderbird Gagh{Panama)
Corp. (“Thunderbird”), a leading player in the Ibcasino market, operated six casinos with a wi&5 tables and
1,831 slot machines under the Fiesta Casino brEmanderbird has been consolidated in our finanstialements
from September 1, 2010.

At December 31, 2012, Codere operated 12 casiné@aimama, including the machine hall at the racktrac
through its two brands, Crown and Fiesta, withtaltof 3,275 gaming machines seats and 122 taBigsout of
these 12 casinos in Panama, including the halietacetrack, are located in Panama City. Two efrémaining
casinos are located in Col6n, Panama’s secondslamy, a further two in David, one in Chitré ande in a
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touristic area in the Province of Coclé. With 11 ofithe 15 casinos operating in the country, wethe leader in
the Panamanian casino market.

In 2012, our Panama business generated operatwegue of €92.5 million and EBITDA of € 14.2 millipn
representing 5.6% of our consolidated revenues4aB% of our consolidated EBITDA (both before comter
headquarters revenues and expenses).

The following table sets out certain data correslirgnto our Panama casino operations.

Slots License

Machine expiration
Casino Name Location Opening Date  Size (nf) Seats Tables date
Crown Casinos
Sheraton ..........cccevvvvevvvviviiieeen Panama City Sep. 1998 1,280 328 24  Mar. 2018
Continental............ccccccvviiiiri e e, Panama City Oct. 1998 900 384 16  Mar. 2018
David......ccceeeeiieeeeee e e Chiquiri Feb. 2004 565 271 10 Mar. 2018
Granada.........cccecvviviiierie e Panama City May 1998 205 45 5 Mar. 2018
L07o] (o] o Coloén Sep. 2010 507 211 13 Oct. 2030
HPR .o Panama City Apr. 2007 991 398 —  Dec. 2017
Fiesta Casinos
El Panama.........ccccooovvvviiivicmmce e, Panama City Jul. 1998 1,778 404 16  Mar. 2018
SOIOY i Panama City = Aug. 1998 1,105 443 10 Mar. 2018
Nacional...........cooeecvvvviiiivieee e, Chiriqui Dec. 1998 911 288 10 Mar. 2018
Washington .........cccceeeiiiniiee i ceeneeninnnns Colon Oct. 1998 860 242 5 Mar. 2018
GUAYACANES ...vvviiiieiieeeeeeieeeeeeeeeeee e, Chitré Oct. 2002 549 160 6 Oct. 2022
Decameron ........ccuveveeiiiinee e emeeeeeeeee Coclé Mar. 2003 229 101 7  Mar. 2023
TOtal e, — 9,880 3,275 122

Our casinos in Panama are open 24 hours a dayniciines installed at our casinos in Panama h&v@ T
operational systems. In addition, we have instgblegter tracking and loyalty programs in our casino

Our competitors in the casino segment include \tehfettel & Casino S.A., Majestic Casino, which ieogted
by Cirsa, the Royal Casino at the Marriott Hotall &rincess Entertainment Panama, Inc. (Casino ég#)docated
at the Sheraton, each of which operate one cakireddition, Cirsa operates a number of gamingshalioughout
the country which compete with our casinos. As e€@mber 31, 2012, Cirsa operated a total of 7,k@9rschines
and 29 tables in operation in Panama.

Colombia

Our Colombia business focuses on the ownershippadation of gaming machines. As of December 31220
we operated 6,044 gaming machines located in 52ngahalls, including five casinos operated under @rown
Casino brand as well as in bars and restauramsjar cities throughout Colombia. In addition, &ecember 31,
2012, we operated four bingo venues with an aggeegfaB850 seats. Through our four gaming hall bsaf@rown
Casinos, Mundo Fortuna, Fantasia Royal and Stasg@a Codere is present in over 80 municipalitiesluding
large cities such as Bogota, Cartagena, BarraagWledellin, Pasto, Cali, Ibague, and Bucaramahga012, our
operations in Colombia generated operating revexfu@35.7 million and EBITDA of €5.4 million, represting
2.1% of our consolidated revenues and 1.6% of omsalidated EBITDA (both before corporate headarart
revenues and expenses).

Codere entered the Colombian market in 1984 andllyappecame a relevant slot machine player. The
Colombian business was originally a replica of @#panish slot route model of slot machines in bacsaher small
third-party outlets. In 1998, we inaugurated thdi Gaan Casino, effectively entering the busine§smanaging
gaming halls in addition to its original slot rositdn 2005, Codere moved further into gaming hlajisneans of
acquiring Intergames, the largest bingo operatdgh@ancountry with four bingo halls and approximgt&|200 slot
machines. As the legacy slot route business camdertncreasing pressure from illegal operators regw formats,
Codere started to rationalize the slot estate éacét unbranded third-party facilities. In 2007 b&gan to focus
increasingly on strengthening its top brand, MuRgdotuna, and its basic brand, Fantasia Royal. A feemat and
design for the Fantasia Royal venues was also hedhim 2007. In 2009, a new premium brand, ‘CrovasiGos’
was launched, targeted at high-income customers.
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The first two Crown Casinos were the result of teodeling and reopening of the old Cali Gran Gagn
Cali, which was turned into Crown Casinos Cali, #melold Mundo Fortuna Palatino, which was turmed Crown
Casinos Palatino in Bogota in 2009. In 2011, weiguaated two new Crown Casinos in Bogota, one &atat the
Unicentro shopping mall and one in the San Rafeed.dn the summer of 2012 we opened our fifth Gr&@asino,
located in the Zona T area of Bogota.

In completing the renovation Fantasia Royal andw@rdCasinos and converting them to the new format,
Codere implemented a complete turnaround strategysed on developing new value offers for eachdran

As of 2009, the Colombian Government increasingigused on cracking down on illegal operators and
changed the regulation to eliminate gaming in nedichted venues. This has resulted in much neaggubg for
legal operators.

The average Mundo Fortuna halls have approximatglglot machines in an area of approximately 5&Ess)
meters. The five Crown Casinos in operation at Ddm 31, 2012, have approximately 748 slot machames43
tables (in four of them) in an area of approximat®)083 square meters per casino. The halls weatpéen
Colombia normally open 16 hours per day.

In addition, we have installed player tracking #&myghlty programs in our casinos.

We estimate that the total number of licensed ggmiachines in Colombia, as of December 31, 201%, wa
approximately 60,453. In addition, we estimate ,tlzat of December 31, 2012, there were an additidad00
unlicensed gaming machines in operation in ColomBiae gaming machines in the Colombian market are
generally type-C machines, similar to U.S. Claksnihchines which do not have maximum wager ancegdimits.
The Colombian machine market (excluding machineatkx in casinos), with around 300 legal operatsrsighly
fragmented. Currently, our main competitors in tisensed market are Winner Group, which is affdchtwith
Cirsa, our main competitor in Spain, with approxiety 6,052 gaming machines and 216 tables at Deeeidb,
2012, and Mundo Slot with approximately 1,773 maehi

The following table sets forth certain historicata concerning of our Colombia business’s operation

Year ended December 31,
2008 2009 2010 2011 2012

Number of AWP machines (at period end)....... 8,502 6,556 6,179 6,224 6,044
Net win per gaming machine per day (in
Colombian Pes0).......cceuvevieeeeeiiriiieeeeeeeeeeeeenn 32,747 33,257 39,938 44,890 49,488
Uruguay

In June 2002, the Uruguayan government granted RU Sormerly Hipica Rioplatense Uruguay S.A.
“HRU"), a 50/50 partnership between us and the &taiil Latinoamericana de Inversiones Group (the Giblup”
through Verfin Overseas S.A., a company establistneder the laws of Republica Oriental del Uruguaa),
exclusive 30-year concession, to operate the listdarofias horse racetrack in Montevideo and fiffetrack
betting sites, which include slot machines as aslivagering based on simulcast sporting eventsp@uner, the
SLI Group, also owns the Haras de La Pomme hoesedirg center, which is one of the most prestiginousatin
America. The SLI Group is also involved in the hdiasiness, real estate investments, telecommumitatind
Internet services.

The Uruguay business’s operation of the Marofiasehmacetrack and related on-track and off-trackrzeaind
slot machine sites is our first development of thecino” gaming business model. The racino businassiel
consists of combining generally more profitableitagaming, such as slot machines, with a racirglyet, which
is a generally less profitable area of the gamingiress. By increasing overall profitability, pusge horsemen
may be increased, attracting the best horsemehetgacetrack, which tends to increase betting. dlaps horse
racing may also be leveraged by offering racingusiasts to off-track betting sites as well as otiase racetracks.
Racino gaming has grown rapidly in the United Stated Canada in recent years. Subject to the dawelat of
necessary systems, controls and procedures toeeti@irwe would be in compliance with all applieatggulation,
our Uruguay business intends to launch a new ohilamse betting system this year.

On July 27, 2012 HRU was granted a 30 year conmegsi refurbish and operate the Las Piedras ratdetra
Pursuant to this concession, the fee HRU receik@®s the local gaming authority for the gaming maeli it
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operates under the Marofias concession increaghd three months ended December 31, 2012. We eftpetias
Piedras racetrack to begin operations in 2013.

As of December 31, 2012, our Uruguay business tgatthe Marofias horse racetrack, five machine haills
a total of 1,825 slot machines seats and 44 hatmg locations. Out of the 44 horse betting laoa, three were
fully owned by HRU and operated under our Turff BeBport Bar brand, while the others are third-paotations
which take bets on races at Marofias horse racetnadkto which we offer international simulcast.2012, our
Uruguay business generated operating revenue od#2iBion and EBITDA of (€0.4) million, represent 1.6% of
our consolidated revenues (before corporate heamgsiaevenues and expenses).

On November 9, 2009, the Intendencia Municipal dentdvideo awarded the Carrasco Nobile consortiam (
51%/49% partnership between Codere and Sikeston &linternational investor group) a 30-year ceaim for
the reconstruction and management of the iconicaSeo Hotel and Casino in Montevideo built in 19The
formal granting followed the announcement on Jan@&r 2009 that the partnership received the higbeisit total
as well as a review by thEribunal de CuentasThe consortium partnered with the French hoteligr Accor, to
operate the hotel under the Sofitel luxury brantie Tcomplex, which opened on March 7, 2013 as “Slofit
Montevideo Casino Carrasco and Spa”, has approgignafl5 rooms, 400 gaming machines and 23 tables tdtal
investment was approximately U.S.$75 million. Thenber of machines and tables is not limited bycvecession
contract and we expect to increase the number ohimes in the future.

Brazil

At December 31, 2012 we operated seven horse gdtigations in Brazil under our Turff Bet & SporaB
brand. Codere went into business in Brazil in 2@0&n it commenced the development of a networknsfrack
and off-track high profile betting offices that epte under horse betting licenses held by the JoCkebs (“JCs”)
with a presence in the states of Rio de Janeirck@loClub Brasileiro or JCB), Rio Grande do Sulckiy Club do
Rio Grande do Sul or JCRGS), and Parana (Jockely @uParana or JCPR). Under the JCs’ licensesbeiting
locations are permitted to distribute (i) pooledting products on local horse races and (ii) fixeltls betting
products on international simulcast horse races.

Prior to these developments, Codere developedatiaeship with the three JCs and in 2005 enterdd wali
three into ten-year mutually exclusive agreememideu which the JCs and Codere covenanted to joielelop
“any new form of gaming” permitted under the Jdsehses (the “JC Agreements”). We expect the JCseto
authorized to run racinos at their racetracks, sinmss that would clearly fall under the JC AgreetsieNo such
development has materialized yet.

The JC licenses permit JCs to operate “other ptienducts”, a term which was at the time, and iemtday,
undefined, and has never materialized into any mte@uthorization. The Ministry of Agriculture rdgtes the JCs
while lotteries are the exclusive regulatory domaitheMinisterio da Fazenda

In 2012, our Brazil business generated operativgmee of €3.4 million and EBITDA of €(0.7) million,
representing 0.2% of our consolidated revenuesh(lb&fore corporate headquarters revenues and egens

61



Employees

The tables below set forth the average number ofpeumanent employees during 2011 and 2012 and the
breakdown of those employees by activity and ggagcally.

2011 2012
Category of Activity Men Women Men Women
Managers and SUPEIVISOIS. ..........c.ei e oo s+ e s s sesssteeaeerseeeesmmmm sensnsssssnsneees 775 200 816 251
SPECIALISIS ..ttt e e e —————————————— 236 110 444 189
S F=1 (1S3 o 1= 6o oo T SO 2,156 1,681 2,625 2,067
(000]11Tex (o] £ UT U PO PUPPUPR 735 225 829 444
MECRANICS ... ..ot e e e 528 39 560 46
Clerical Staff .......oeeeieiie e e 823 710 1,187 938
ASSISTANTS L.t a e e 412 292 819 530
Other PEIrSONNEL .....uiii it e 5,155 3,017 5,857 3,580
IO} 7= SO 10,820 6,274 13,137 8,045
2011 2012
Geographic Area Men  Women Men Women
Argentina 2,832 2,028 3,142 2,225
Mexico 4,060 1,870 6,033 3,381
1= 1Y 654 483 634 433
Spain 952 325 890 336
Panama 1.582 1.037 1,507 996
Colombia 453 268 533 318
Uruguay 248 222 367 326
Brazil 39 41 31 30
TOtAIY .ottt e 10,820 6,274 13,137 8,045

(1) Percentage of the staff has been considered deqtndethe method of consolidation used for thesmpanies. ICELA percentage
of the staff in 2011 was 49 %.

The extent of labor union membership of our empdsyearies between countries. We believe that wataiai
good relationships with both our union represengd non-union represented employees and their union
representatives. We are involved in limited numhsrgabor disputes in the ordinary course of bussnenone of
which would have a material adverse effect on meifresolved in our favor.

We are subject to collective bargaining agreememtshe countries in which we operate. Under these
agreements, salary scales are established for psition in each industry. The salary scales arallsrevised
annually and typically provide for increases in #aary scales in accordance with the increasélseirconsumer
price index in each country, or a slightly largecrease. We do not have a pension plan.

Licenses and Trademarks
Licenses
We hold gaming licenses or government authorizationeach jurisdiction in which we operate, dirgair

indirectly through our partners or clients. We ectpte obtain additional permissions to operatelio#-and on-line
gambling, and betting operations in the future.

In addition, in some countries we hold licenseawthorizations permitting us to import gaming maeki
Trademarks:
We have no material patents as of the date oRésort.
We operate three trademarks worldwide: Codere (tjiammbnd bingo), Victoria (gambling, bingo and &gl
and Turff (betting). We also have 196 local tradeksaised for local operations and 582 Internet dosnéor our

on-line business.
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We own a copyright on SPACE Codere, a complex QuostoRelationship Management software for
performance analysis of gaming machines and gasfinps.

Litigation

In the ordinary course of business, we have bedmmeminvolved in disputes and litigation. While ttesult of
these disputes or litigation cannot be predicteth wertainty, we do not believe that the resolutidrany such
disputes or litigation, individually or in the aggrate, could have a material adverse effect orbosiness, results
of operations or financial position.

Tax Contingencies

From time to time in the ordinary course of busene® and the tax authorities in the jurisdictiomsvhich we
operate dispute the amounts that we owe to sutioaties.

Argentine Income Tax Dispute

We are involved in a dispute with the Argentinedied tax authorities regarding the application ett®n 73
of the Argentine Income Tax law to certain intermany loans with our Argentine affiliates. Secti$ also
generally applies to loans to third parties and veee argued that the Argentine companies involvedhe
guestioned loans are part of a single economicpyrifuhis dispute is determined adversely to us,estimate that
we would be required to pay AR$11.68 million (equént to approximately €1.8 million as of March 2013).

Bingos del Oeste S.A. is also involved in a dispwith the Argentine federal tax authorities conéegnthe
application of the credit debit tax to the amouwftsnoney we periodically pay to the Buenos Airesviimce gaming
authorities (34% of the net win in the case of si@chines, and 21% of the total amounts wagereddrcase of
bingo gaming). We have argued that these amouats@rsubject to the credit debit tax, as theycaved to the
Province of Buenos Aires and are therefore notesubjo the federal credit debit tax law. If thisplite is
determined adversely to us, Bingos del Oeste S.8uldvbe required to pay AR$9.43 million (equivalent
approximately €1.4 million as of March 31, 2013).

Mexican Tax Disputes

In Mexico, we are involved in several ongoing digsuwith state tax authorities concerning the apgitbn of
state lottery taxes to our bingo hall operationtsese disputes arose following the enactment oflatigns under
the Mexican Federal Law of Games and Lotteries eptéSnber 17, 2004, which specify bingo as a forrlotéry,
technically empowering the Mexican states to tangbiactivity. Certain of our Mexican subsidiariéspdited the
Mexican state governments’ right to impose taxe®iogo activity, claiming that only the federal gomment has
authority to tax such activities. These subsid&gdbtained injunctions absolving them of the oltilato pay such
taxes in several states, but certain of the injonsthave expired and the relevant states haveeththe taxes in
2011 and 2012. Consequently, we began paying taxbese states in 2011 and 2012 and will staringetaxes in
other states in 2013.

If the tax related disputes that are ongoing irepttates are determined adversely to us, we dmulegquired
to pay Mex. Ps. 2,877.9 million (equivalent to appmately €181.9 million as of March 31, 2013), ahiwould
include taxes applied to the operations of ICELAl d#me Joint Opcos. Prior to completing the consdiah of the
Joint Opcos, a provision of Mex. Ps. 95.0 milli@gyivalent to approximately €6.0 million as of Marg1, 2013)
was recorded in the financial statements of thetd@pcos to cover the risk which was consideretaiote.

In addition, three of our Mexican subsidiaries ewerently the subject of five tax claims from Fesleand State
Tax authorities. During the course of 2012 we t@o&visions against these claims for a total of Mex.75.6
million (equivalent to approximately €4.8 millios af March 31, 2013).

The claimant in the first case is the State of Mexiclaiming Mex. Ps. 38.3 million (equivalent to
approximately €2.4 million as of March 31, 2013prfr our subsidiary Promojuegos for state gaming staxe
corresponding to the years 2008 and 2009. We tekentthe case to the State of Mexico Tax and Adrative
Court of Justice. A legal opinion from our legalisers in Mexico states that the claim is illegagely for formal
reasons and that we are likely to win the case. él@w and given the uncertainty manifested by dedal
advisers, during the course of 2012 we took a giomi against this claim in an amount of Mex. P8&33nillion
(equivalent to approximately €2.4 million as of Miat31, 2013). This provision is reflected in otbgpenses.
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The second claim is made against our Mexican hgldiompany Codere México by the Federal Tax
Administration Service (the Servicio de Adminisicat Tributacia or “SAT”) and relates to certain gaghmachine
import duties in 2009 and 2010. The amount clainseMex. Ps. 147 million (equivalent to approximt€9.3
million as of March 31, 2013) which we first cortex$ before the SAT’s Administrative Supervisory Bdghe
“SATASB") and, after having failed, we took to tRederal Tax and Administrative Court. A legal opmirom our
legal advisers in Mexico states that the claim s$igaificant flaws both in substance and form, Hebandicates
that, as is the case for any legal process, theomé is by no means certain. During 2011 we topkoaision of
Mex. Ps. 22 million (equivalent to approximately.£illion as of March 31, 2013), which reflect® thssessed
value of the imported gaming machines at the tifhthe tax audit. In 2012 we took an additional ¢eato the
provision of Mex. Ps. 1.5 million (equivalent topapximately €0.09 million as of March 31, 2013).i§ provision
is reflected in other expenses.

The subject of the third claim is our subsidiary e@mora de Espectaculos Deportivos, S.A. de C.V
(“Operadora de Espectaculos Deportivos”) and tl@mant is the SAT. The Mex. Ps. 298 million (eqlevd to
approximately €18.8 million as of March 31, 2013im relates to our alleged inability to provideffient
evidence to SAT's satisfaction that, for cash managnt convenience, certain amounts deposited ataOpe de
Espectaculos Deportivos by Operadora de Especsdiportivos’ sister companies during the cours@QfO,
prior to the July 2011 transaction with Calienterevdeposits and not taxable income under the Be@Gaming
Tax (IEPS). We believe that we have provided sigficevidence that the amounts were not taxablenie; except
where it relates to some relatively small transmgi We initially appealed to the SATASB, whicheetly turned
down our arguments and we now intend to furtheeapthe case before the Federal Tax and Adminiatr&ourt
of Justice in early May 2013. We have obtainedgallepinion from our legal advisers in Mexico te tbffect that
the SAT's claim is unjustified and without techriazerit. While we believe that a relatively smatbpision would
be warranted (Mex. Ps. 8.7 million, equivalent ppraximately €0.5 million as of March 31, 2013), Wwave not
taken such provision as we benefit from existingerees for gaming tax liabilities booked at theeimwf the
acquisition of the Joint Opcos.

The fourth claim in the amount of Mex. Ps. 207 mmill (equivalent to approximately €13.1 million dsvearch
31, 2013) is also made against Operadora de EspdasédDeportivos. This claim is similar to the thalaim in that
it relates to the same deposits and an allegat@n SAT that these are subject to VAT as well @83EOur initial
appeal to the SATASB was partially accepted andSA@ASB declared the nullity of the claim subjectthe
outcome of a request to the local tax audit off@@ustify its arguments for the claim turned dolnthe SATASB.
The opinion from our legal advisers referred tthia previous paragraph also relates to this case.

A final claim in the amount of Mex. Ps. 560 milligequivalent to approximately €35.4 million as o&idh 31,
2013) is the result of the reassessment by the &AJodere México’s 2008 income tax return. In 2008mplejos
Turisticos de Huatulco (“CTH") and other subsidésriof Codere México merged into Codere México.Raahe
merger, Codere México had large US$-denominateditsrpayable to it by CTH as this was the entitywsed to
fund the Legacy Caliente operations. These cregiteerated a significant exchange rate gain for od#exico
during the course of 2008 and a corresponding exgehaate loss at CTH. When we submitted the 2008uats to
the SAT, following the merger, the correspondingoants were not offset and the accounts continueshéev the
gains and losses. The claim presented by the SA&Stiquis the validity of the losses for tax reliefposes whilst
not accepting our defense that those losses asetdffy an equivalent gain. We appealed before AEASB in
December, 2012 and we are currently awaiting aguNVe have obtained a legal opinion from our leghlisers in
Mexico to the effect that the SAT’s claim is unjfietl and without technical merit. However, duritige course of
2012 we took a provision for Mex. Ps. 33.8 milli@yuivalent to approximately €2.1 million as of Ma31, 2013),
which was reflected in corporate income tax.

Italian Tax Disputes

In Italy, we are involved in a tax dispute regagdgaming taxes. On January 5, 2009, Codere Netreadived
a notice from the AAMS Lazio claiming that certaimounts were due for 2004 and 2005 in connectidh thie
“liquidazione PREU”, which is an estimate of gamiages owed by concessionaires based on the anmspars by
customers on slot machines (“AAMS PREU paymentsThe amounts claimed were approximately:
(i) €21.7 million as AAMS PREU payments; (ii) €lllion as penalties (which would be reduced ifgaiithout
dispute); and (iii) €2.8 million as interest. Coel&tetwork subsequently received additional notfoe® the AAMS
Lazio claiming AAMS PREU payments for 2006, 200d &908. After Codere Network made various requiests
recalculation of the AAMS PREU payments for therge2004 through 2009, the AAMS Lazio concluded that
Codere Network does not owe any AAMS PREU paymémtshe years 2004 through 2007. The AAMS PREU
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payments for the year 2008 were settled in favaCadere Network and it received a credit of €2.lliom. Codere
Network believed that a larger credit should haeerbrecognized and submitted an application foirevevOn
August 1, 2011, the AAMS Lazio responded to thatliaption with a final settlement in respect of tARAMS
PREU payment for 2008, recognizing a credit of €8ilion.

On December 28, 2011, Codere Network received menftom the AAMS Lazio about the AAMS PREU
payments for 2009, which stated that Codere Netveurés not owe any AAMS PREU payments for that year.
Codere Network claimed a credit of approximately2&3illion from the AAMS Lazio and submitted an &pation
for review.

On January 27, 2012, Codere Network sent a natitket AAMS Lazio restating the amount of creditimled
to €393,322 as a result of having offset part efc¢hedit against periodic PREU payments (in coatiah with the
AAMS Lazio). As of the date of this Report, the AAVvLazio has not issued its settlement with regarthe
AAMS PREU payments for 2009.

On January, 3, 2013, Codere Network received aadtom the AAMS Lazio stating that Codere Network
does not owe any AAMS PREU payments for the yed02@nd recognizing a credit of approximately €#ilion
in favor of Codere Network. On January 29, 2013d&€e Network sent a notice to the AAMS Lazio restathe
amount of credit claimed to approximately €480,000ion as a result of having offset part of thedit against
periodic PREU payments (in consultation with AAM8zio). As of the date of this Report, the AAMS lahas
not issued its settlement with regard to the AAMEER) payments for 2010.

Other Tax Disputes

In Bogota, Colombia, we resolved a dispute withaldex authorities regarding certain gaming taxesslot
machines operated by us at locations owned by fartles in the second half of 2009. Codere ColanthA. paid
approximately COP$1,675.7 million (equivalent t@agximately €0.7 million as of March 31, 2012 isotution of
that dispute. The tax authorities have since ced#lsedrelated judicial process and confirmed thatl€€e has
complied with applicable regulations. On May 121@0the Constitutional Court of Colombia declaredttthe law
under which that dispute was resolved and by wttiehCongress authorized the resolution of tax desgpby way
of payment of agreed amounts with local tax autle®i was unconstitutional. Unexpectedly, and withou
notification to Codere Colombia S.A., the Colombi&€ouncil of State decided to reopen the judiciatess. The
maximum amount we could be required to pay if finscess is decided adversely to us, is COP$10,06ilion
(approximately €4.2 million as of March 31, 20i8xluding the COP$1,675.7 million that has alrebdgn paid.

In Panama, on November 9, 2009, our subsidiary d@érbird applied for administrative process against
Resolution No. 213-7351, defending a claim for civer collection issued against it by the Provindrdvenue
Administration of the Province of Panama, whichoaiscludes an order to seize any movable and imbileva
property, bank savings accounts, time depositssaifel deposit boxes registered to it. The claimhefRrovincial
Revenue Administration amounts to approximately. 849 million (approximately €3.1 million as of Mdr 31,
2013). In March 2011, we filed a notice of withdedwof the application for administrative processiagt
Resolution No. 213-7351. We are currently waitingthe decision of the Attorney General of Panamnaccept the
withdrawal and to close the case.

Other Litigation and Disputes

Argentina

Criminal Investigation

Codere is the subject of a criminal investigatiorArgentina relating to the illegal importation aexploitation
of slot machines. This investigation was initiai@d2002 and initially directed at all Argentine slmachine
operators. Over the course of the ongoing prelinyiséage of the investigation, the authorities hdeeided not to
pursue investigations of certain slot machine dpesaCodere Group members remain among the coeparing
investigated and are cooperating fully with thehauties. During 2010 and 2011, the court orderext@edings to
inspect certain records of Codere, including Codefi@ancial accounts. The results of these indpestwere
favorable to Codere’s case. No director, officeleomployee of Codere has been subpoenaed as o&thefithis
Report. We have argued that the investigation,farsas it involves Codere, is without merit and ave seeking to
resolve the investigation through the applicatibthe statute of limitations.
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BCRA Litigation

The Argentine Central Bank (“BCRA”) has initiate@veral proceedings against Codere under foreign
exchange control laws and regulations. The apdkcklws and regulations impose fines in the rarfgene to ten
times the amount of the alleged infraction, but fines are normally levied in the minimum amounCHA is
investigating alleged infractions for inaccuratsatthsure in sworn statements made by Codere wihert to
transfers abroad for a total amount of U.S.$4.lionil and €0.3 million, on account offdreign portfolio
investmentsand “payment of loans received from foreign lentievgith respect to approximately U.S.$3.1 million
of such amounts, we will argue that the statutknafations has expired. As for the remaining UXS0million and
€0.3 million of such amounts, we believe that wdl wuiccessfully defend our position with respectstach
infractions. Although we believe that the transawsiin question were carried out in compliance with applicable
foreign exchange regulation at the time, we haeipioned €1.0 million for potential contingencies.

Italy
AAMS Litigation

On October 12, 2011, the AAMS, which is empoweréth the authority to tax gaming operations, issaed
decree, which contained changes to the machinengatakes (PREU) in Italy. Pursuant to this decedtgctive
January 1, 2012, the PREU tax on VLTs in Italy #&&sed from 2% of amounts wagered in 2011 to 49912 2nd
to 4.5% thereafter (this percentage was furthereemsed to 5% in December 2012). In the case oAW®s, the
PREU tax decreased from 12.6% of amounts wager2@lit to 11.8% in 2012, but increased to 12.7%0ih32and
will further increase to 13% in 2015. The AAMS deeralso introduced an additional tax of 6% (in &ddito the
PREU tax) to be paid on the portion of any winnimstributed by the VLTs in excess of €500. The AAM
indicated that it would issue another decree dstably from which date this additional tax need&paid. In
addition, the AAMS decree established that the mimh percentage of winnings distributed by AWPs détrease
from the current 75% of amounts played to 74% obants played in 2013.

Codere Network and other concessionaires filedtiéigpebefore the TAR Lazio challenging the additab tax
of 6% introduced by the AAMS decree of October2@11. In January 2012, the TAR Lazio suspendecttieets
of the AAMS decree with regard to the additional ¢é6%. On March 2, 2012, the government issukhvedecree
establishing that the additional tax of 6% introgdidoy the AAMS decree of October 12, 2011 wouldobse
effective on September 1, 2012. However, becawsd AR Lazio had suspended the effect from the AAdé8ree
and referred the case to the Constitutional Courtdetermine the constitutionality of such additiotex, the
additional tax of 6% did not become effective. Aseault of the referral to the Constitutional Cotine hearing on
the merits of the case before the TAR Lazio, whiets scheduled for April 4, 2012, was not held. TAR Lazio
informed the concessionaires that a new hearinghbsgilscheduled promptly after the concessionaitesaf new
petition. We are currently awaiting the ruling bétConstitutional Court.

Codere Network is currently a party to various pexings pursuant to which it is claiming an aggregd
€1.7 million (as of the date of this Report) froarious gaming operators relating to unpaid netvigtderconnection
fees and gaming taxes which Codere Network collestbehalf of the AAMS. Codere Network interconseitte
machines for such operators.

CdC Allegation

On May 29, 2007, the ltalia@orte dei Conti(the “CdC"), the constitutional body charged wénditing the
management and accounts of governmental departnieciigling the AAMS, claimed that the AAMS hadlé&ai to
seek €3.0 billion in penalties from Codere Netwfkthe alleged noncompliance with certain obligas, such as
the terms for the activation and management of AM&P network and minimum levels of service (the “CdC
Letter”). The CdC Letter was addressed to officggdresentatives of the AAMS and to Codere Netwasrkima AWP
network concessionaire, which the CdC considerdoketintly responsible. The CdC Letter was alsat $& nine
other concessionaires, which had provided AWP netvgervices in Italy and claimed an aggregate amotin
€98.0 billion in penalties and fines, of which €Bilion was allegedly attributable to Codere NetkwdOn June 26,
2007, the AAMS requested that Codere Network pay ghnalties and fines per the CdC Letter (the “AAMS
Letter”).

Codere Network responded to the CdC Letter andA\thidS Letter, both directly and in coordination withe
other affected concessionaires.
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Codere Network challenged the AAMS Letter before TAR Lazio. On April 1, 2008, Codere Network

received notice that the TAR Lazio had annulled ARMS Letter's request for payment, because the AANAd

not conducted a proper administrative process.n@diy the other nine affected concessionairesredesimilar
judgments. In 2008, the AAMS sent additional demkstidrs to Codere Network claiming three sepapatealties
amounting to approximately €0.7 million related toe late launch, activation and management of the
telecommunications network (the “three AAMS pemait). Codere Network and the other concessionaires
challenged the three AAMS penalties, in the firsttéance before the TAR Lazio (which rejected thgeap) and in
the second instance before the Council of StateMay 20, 2011, the Council of State annulled thre¢hAAMS
penalties and exonerated the concessionaires floohages. In July 2011, Sogei S.p.A., the techingartner of
the AAMS, which had designed and managed the AWRark since 2004, intervened in the proceedings and
challenged the judgment of the Council of State.Aghe date of this Report, the Council of Sthss not
responded to Sogei S.p.A’s challenge.

On February 18, 2011, the AAMS claimed from Codeetwork a further €2.7 million in penalties relaito
Codere Network’s alleged failure to provide minimaervice levels, specifically with respect to ict@mmection
issues (the “fourth AAMS penalty”). On June 9 andtdder 28, 2011, Codere Network and the other
concessionaires challenged the fourth AAMS penadfore the AAMS. On February 29, 2012, Codere Netwo
was notified that the AAMS had rejected the chajeeand decided to impose the fourth penalty. Oril 298¢ 2012,
Codere Network and the other concessionaires clyatbthe fourth AAMS penalty in the first instarimefore the
TAR Lazio. On May 23, 2012, the TAR Lazio suspenttezdleffects of the fourth AAMS penalty and scheduthe
date of the ruling on February 20, 2013. As of da¢e of this Report, the TAR Lazio has not yet fahtdd the
ruling.

With respect to the CdC Letter, Codere Networkdfitedefense motion before the CdC in 2007 claintiirag
the penalties were not owed, which motion was tefeby the CdC in March, 2008. An appeal beforelthkan
Suprema de Cassaziof€ourt of Cassation) initiated by Codere Networkl @ahe other affected concessionaires,
seeking to clarify the calculation of penaltiesmled in the CdC Letter and challenging the juriidic of the CdC,
was rejected in December 2009. In October 2016heatequest of Codere Network and the other coimesises,
the CdC commissioned Digit S.p.A., a technical oftascy company, to prepare a technical reporthencauses
for the late activation of the network and intengection problems for which Codere Network and thieeo
concessionaires were allegedly responsible. Onk@ctb0, 2011, Digit S.p.A. submitted the technieglort, which
disputed the alleged noncompliance by the conceas&s. On November 24, 2011, the trial on the tne&i the
penalties claimed in the CdC Letter was held befbeeCdC. On February 17, 2012, contrary to expiects, the
Regional Section of the CdC ruled against all 10 AWetwork concessionaires, including Codere NetwdHe
ruling sentenced the concessionaires to pay a tdt&€R.5 billion, of which Codere Network is liabfer €115
million plus interest.

Codere Network together with the other concessiesappealed the ruling of the Regional SectiomefCdC
before the Central Section of the CdC, based omgngnothers, the following grounds. First, Coderdwek
maintains that the ruling failed to take into aaothe findings of the Digit S.p.A. technical reparhich disputed
the alleged noncompliance by the concessionairese@ Network believes that such findings suppatieze
Network’s lack of responsibility for the late action of the network and the interconnection protde Second,
Codere Network believes that there is no eviderfidess of revenue for the state, which positioaupported by the
Digit S.p.A. technical report. As such, Codere Natwhighlights the CdC's finding that the loss surséd is
incalculable, and therefore maintains that thewatons of respective penalties have been undemtatkithout a
justifiable or well-founded basis. Third, Coderetierk alleges that the amounts claimed relate terafpns
undertaken since inception of the network in Sepwm2004 to 2007. As Codere Network only succeerled
Franco, S.p.A. as concessionaire in April 2006, &2ed\etwork believes that any liability relating aperations
before April 2006 should be borne by Rete Francp,AS In addition, Codere Network fails to understehow
Sogei S.p.A. was absolved from any responsibilitly the late activation of the network and the icoemnection
problems. If any such responsibility were to beilatted to the concessionaires, Sogei S.p.A. shbeldcheld
responsible as well, thereby reducing the reldtwét and corresponding penalties of the concessies.

This appeal by Codere Network and the other commeaises was notified on May 12, 2012 and suspe&xds
lege the execution of the ruling of the Regional Settaf the CdC from February 17, 2012 until the appea
resolved. We expect that the trial on the appeblbgiheld in 2014 with judgment to follow in 2016odere, S.A.
has provided a guarantee of Codere Network’s pmidace in favor of the AAMS in the amount of €16lioi, of
which €12 million is provisioned. As of the datetbis Report, the Central Section of the CdC hasyabpublished
the date for the hearing of the appeal.

67



Request for “resa del conto”

In January 2009, the CdC requested that Codere d¥letfite a document called “resa del conto”, a foofn
balance sheet stating for each fiscal year the sugihscted from the slot machines through the gantperators
and the sums paid to the government. The “resacdefo” is generally collected from entities thatv@ebeen
entitled by the government to collect taxes duehind parties. While Codere Network is not an gnéntitled by
the government to collect taxes due by third psyitas an entity that is obliged to pay AAMS PRialyments. On
May 11, 2009, Codere Network and the other concreagies who received the request to submit thea“c
conto” filed motions with the CdC, contesting thesijnation of Codere Network as “accounting agamii thus
challenging the requirement to submit the “resaadeito”. On April 23, 2010, the CdC sued Coderewdek to
seek the payment of a penalty of €55.3 million fesponding to 2004 and 2005) and €34.5 millionr@gponding
to 2006) relating to the failure to submit the ‘aetel conto” and the designation of Codere NetvamrKaccounting
agent”. In addition, the CdC reserved the rightatculate and seek penalties relating to the faitorsubmit the
“resa del conto” and the designation of Codere Metvas “accounting agent” corresponding to subsetyears.

Codere Network has taken part in the legal procepdnd challenged the penalties, contesting itgydason
as “accounting agent” and the corresponding obtigatto submit the “resa del conto”. On NovembeRB10, the
CdC held that the prosecutor’s request for thed'dad conto” was invalid and upheld Codere Netwodtiallenges.
On March 10, 2011, the prosecutor submitted an appgainst such decision. The prosecutor's appes w
examined by the CdC during a trial held on March 2013. As of the date of this Report, the CdC matsyet
published the ruling.

Spain

Garaipen Victoria Apustuak S.L. and two other comigs were awarded three sports betting licens@9@7

by the Basque Government for the Basque Countryr Eompetitors that did not obtain licenses appkate
decision before the Superior Court of Justice ef Basque Country. Garaipen Victoria Apustuak Srid #he two
other licensees submitted their arguments agdiestaur competitors’ claims. The Superior Courtlo$tice of the
Basque Country issued three judgments rejectinggetbf the four appeals. However, the Superior Coludustice

of the Basque Country also issued a judgment upiwldne of the four appeals, and ordered the Basque
Government for the Basque Country to reconsiderafrthe criteria used in determining which companiesre
awarded the sports betting licenses. Garaipen Wac#pustuak S.L. and the two other licensees, ttwgewith the
Basque Government for the Basque Courttigye appealed this decision before the Supremet @owlr sought
confirmation from the Supreme Court that the thagerts betting licenses were validly granted.

Panama

Pardini & Asociados, a civil association organizedier the laws of Panama, filed a lawsuit of U.S0$Q00
against Thunderbird in the Thirteenth Circuit Ci@iburt in 2001 and a lawsuit of U.S.$5.0 milliortive Eleventh
Circuit Civil Court in 2011. Both claims relate payment of fees in the form of a bonus (the “Suséases”)
pursuant to a letter agreement between Juan Rdal@eardia and Thunderbird dated August 8, 1989¢ ‘(Letter
Agreement”). Juan Radul de la Guardia is requestgain the procedure as a third party.

Thunderbird has filed a separate lawsuit in whideeks a statement that Pardini & Asociados isinparty to
the Letter Agreement. The lawsuit asks that Pa&liAsociados pay Thunderbird U.S.$2.0 million irspect of
damages for recklessness and bad faith, and ayscogés, expenses and interest earned on accotim pfocess.

On May 16, 2011, Pardini & Asociados was grantechamction of U.S.$2.2 million against bank acctajn
properties and money owned by Thunderbird. In 201, Thunderbird appealed the injunction and predia
bond to lift the injunction. The Court permittecethppeal in favor of Thunderbird and has sent éise to the First
Superior Court for resolution. The parties presge&dence and are waiting to be admitted by thertCuVe
believe that Thunderbird will be successful inafgpeal of the injunction.

In 2012, the case initiated before the Thirteeritbu® Civil Court and the case initiated before tleventh
Circuit Civil Court were joined in the Thirteenthr€uit Civil Court and the judicial process starfeam the
beginning. Pardini & Associates requested the dauriclude as defendants Thunderbird, Juan Rald Gaardia
and another company in the Thunderbird Resort mu@ The request was accepted by the Court, arateve
currently waiting to be notified as defendants.

68



Uruguay

On July 28, 2010, Dongara Investment Inc. requeitedannulment of the concession of the CarrasdelHo
and Casino project awarded to the Carrasco Nol#le @nsortium. Dongara Investment was the runieimuthe
concession process. In addition, the plaintiff exjad a preliminary injunction to cease the renindebf the
Carrasco Hotel and Casino’s building.

Notwithstanding that the petitions were filed agaithe Municipal Government of Montevideo, whiclaged
the concession, Carrasco Nobile S.A. voluntarikgiwened in these proceedings to contribute evielemd facts
supporting the conclusion that the concession gcemplied with applicable laws and regulations.

We expect a decision on the preliminary injuncti®fiorthcoming and believe that the suits filedyngana
Investments Inc. will be dismissed.

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

The majority of our offices and gaming facilitiesedeased and the leases generally run for at ésaking as
the relevant gaming license in the relevant judtdn.
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PRINCIPAL SHAREHOLDERS
Principal Shareholders

As of December 31, 2012, the authorized share alapit Codere, S.A. was €11,007,294, consisting of
55,036,470 fully paid-up ordinary shares, formireytpof the same series, each with a par value d20EQThe
following table sets forth information regardingtheneficial ownership of Codere, S.A. shares d3ezbember 31,
2012.

As of December 31, 2012
Number of shares

Owner beneficially owned Percent

Masampe HoldiNg B\ ...t 28,259,088 51.3%
José Antonio Martinez Sampeffto..........cccoceviviceieieeee e 6,838,261 12.4%
Luis Javier Martinez Sampedfo..............cooovieiiiieceeeceee e, 1,396,035 2.5%
Encarnacion Martinez Sampelito............ccccvoeiiieeceieeee e 1,202,000 2.2%
Other board MEMDEIS ........ouuiiiiii e en 349,456  0.6%
Other members Of MaNAgEMENT.........uuiiiiieeieeee e e 396,337 0.7%
PUDBIC flOAL. ... e 16,595,293 30.2%
10 ] = L PSP PPTPRPRPIN 55,036,470 100.0%

(1) The controlling shareholder of Masampe Holdhy., a Dutch special purpose vehicle, is José AistdMartinez Sampedro, holding,
indirectly, 75% of the shares. The remaining shamesheld, indirectly, by Luis Javier Martinez Saam and Encarnacién Martinez
Sampedro.

(2) José Antonio Martinez Sampedro is the Chairofaour Board of Directors, our Chief Executive ©f, and the brother of Luis Javier
Martinez Sampedro and Encarnacién Martinez Sampkdtio of whom are members of our Board of Dirextor

(3) Luis Javier Martinez Sampedro is the Execuliirector of Codere América and a member of our BadmDirectors.
(4) Encarnacion Martinez Sampedro is the Execiivector of Codere and a member of our Board oéEltiors.

SPV Financings

In 2006 and 2007, Masampe Holding B.V., a Dutchcigpeourpose vehicle (the “SPV”) that is controlleg
Jose Antonio Martinez Sampedro, entered into fimgntransactions with Credit Suisse, London Branafder
which the SPV financed (i) its acquisition and #wuisition by the Martinez Sampedro family of apg@mately
22.3 million Codere, S.A. shares from JesUs Fradoaguin Franco, ICIL and certain other sharehs)dand
(ii) the subscription price for 6 million CodereAS shares. Under the 2007 financing transactitwe, PV
borrowed €340 million from Credit Suisse, LondoraBch, on June 15, 2007 (“PIK Term Loan Facilityd)repay
amounts outstanding under the 2006 financing tisaand to make an installment payment to theaxéoa and
ICIL arising out of the acquisition of Codere, Sshares from those parties.

The SPV'’s activities are limited to the holding@ddere, S.A. shares and certain other limited astrequired
or permitted under the PIK Term Loan Facility. Adtlgh Codere, S.A. is not a party to the PIK Termar&acility
and has no financial obligations to the SPV, ceréaients relating to Codere, S.A., including a geaof control of
Codere, S.A., would require the SPV to repay anguarts outstanding under such financing. In addjttbe PIK
Term Loan Facility effectively limits our abilitytincur debt, as it requires, subject to severglartant exceptions
including, but not limited to, the incurrence of tgp€200.0 million of debt under credit facilitiehe Martinez
Sampedro family to cause the Codere Group to miaiataatio of net debt to consolidated cash flowesk than
6.5:1 pro forma for the incurrence of such addgiatebt.

As of December 31, 2012, the outstanding principaiount under the PIK Term Loan Facility was
€577.6 million. Amounts outstanding under the P& Loan Facility accrue interest at a rate peuenequal to
EURIBOR for debt with a 3-month maturity plus 758sts points. The maturity date of the PIK Term Léawility
is December 15, 2015.
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