GEO GROUP INC Filing Date: 12/28/03

SECURI TI ES AND EXCHANGE COWM SSI ON
WASHI NGTON, D. C. 20549

FORM 10- K
<Tabl e>
{X} ANNUAL REPORT PURSUANT TO SECTI ON 13 OR 15(d)
CF THE SECURI TI ES EXCHANGE ACT OF 1934
FOR THE FI SCAL YEAR ENDED DECEMBER 28, 2003
oR
{1} TRANSI TI ON REPORT PURSUANT TO SECTI ON 13 OR 15(d)
OF THE SECURI TI ES EXCHANGE ACT OF 1934
FOR THE TRANSI TI ON PERI OD FROM TO
</ Tabl e>
COW SSI ON FI LE NUVMBER: 1- 14260
THE GEO GROUP, | NC.
(Exact nane of registrant as specified in its charter)
Formerly known as Wackenhut Corrections Corporation
<Tabl e>
FLORI DA 65- 0043078
(State or other jurisdiction of (I.R S. Enpl oyer
i ncorporation or organization) Identification No.)
ONE PARK PLACE, SUI TE 700, 621 NORTHWEST 53RD STREET 33487-8242
BOCA RATON, FLORI DA (Zip Code)
(Address of principal executive offices)
</ Tabl e>
REG STRANT' S TELEPHONE NUMBER (| NCLUDI NG AREA CODE)
(561) 893-0101
SECURI TI ES REG STERED PURSUANT TO SECTION 12(b) OF THE ACT:
<Tabl e>
<Capti on>
TI TLE OF EACH CLASS NAMVE OF EACH EXCHANGE ON WHI CH REQ STERED
Common St ock, $0.01 Par Val ue New Yor k Stock Exchange




GEO GROUP INC Filing Date: 12/28/03

</ Tabl e>
SECURI TI ES REG STERED PURSUANT TO SECTI ON 12(g) OF THE ACT:
<Tabl e>
<Capti on>
TI TLE OF EACH CLASS NAMVE OF EACH EXCHANGE ON WHI CH REQ STERED
None None
</ Tabl e>

I ndicate by a check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 nmonths (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes {X} No { }

I ndi cate by check mark if disclosure of delinquent filers pursuant to Item

405 of Regulation S-Kis not contained herein, and will not be contained, to the
best of registrant's know edge, in definitive proxy or information statenents

i ncorporated by reference in Part 11l of this Form 10-K or any anmendnent to this
Form 10- K.

Indicate by a check mark whether the registrant is an accelerated filer (as
defined in Exchange Act Rule 12b-2). Yes {X} No { }

The aggregate nmarket value of the 9,332,552 shares of common stock held by
non-affiliates of the registrant as of June 30, 2003 (based on the |ast reported
sal es price of such stock on the New York Stock Exchange on such date of $13.71
per share) was approxi mately $127,949, 287. As of March 8, 2004, the registrant
had 9, 332,552 shares of conmpbn stock outstanding.

DOCUMENTS | NCORPORATED BY REFERENCE

Certain Portions of the registrant's definitive proxy statenent pursuant to
Regul ati on 14A of the Securities Exchange Act of 1934 for its 2004 annua
neeting of sharehol ders are incorporated by reference into Part IIl of this
report.




GEO GROUP INC Filing Date: 12/28/03

TABLE OF CONTENTS

<Tabl e>
<Capti on>
PACE
PART |
Item 1. BUSI NESS. . i 2
General ... 2
Conpetitive Strengths. . ..... ... ... . . . . . i 2
Business Strategi €S. .. ... 4
Recent Devel opmentsS. . ... ... 4
Faci [ities. . . . 6
Faci lity Overvi eW . ... e 9
Facility Managenent Contracts.............. ... ..., 10
Facility Design, Construction and Finance................. 11
Marketing and Business Proposals.......................... 12
I NSUNANCEe. . . e 13
Enpl oyees and Enployee Training................c0cuiuuon.. 14
Competiti ON. ... 15
Non-U. S. Operati Ons. . ... ... e 15
Busi ness Regul ati ons and Legal Considerations............. 16
Share Purchase From Goup 4 Falck A/S. ... ... ... ... .... 17
Availability of Reports and Qther Information............. 17
Ri sk FaCt OrS. ... . 18
[tem 2. Prooperti @S, . .o 29
[tem 3. Legal Proceedi NgS. ... ... 30
I[tem 4. Submi ssion of Matters to a Vote of Security Holders......... 30
PART 11
I[tem 5. Mar ket for our Common Equity and Rel ated Stockhol der
Y= L = 31
Equity Conpensation Plan Information...................... 31
Recent Sales of Unregistered Securities................... 31
[tem 6. Selected Financial Data........... ... ... 32
Item 7 Managenent's Di scussion and Anal ysis of Financial Condition
and Results of Operations......... ... ... .. .. 33
I[tem 7A Quantitative and Qualitative Disclosures About Market
R SK. . 33
INtroduction. . ... . 33
OB Vi BW. . ot ot e 33
Critical Accounting Policies........ ... .. ... .. ... 35
Revenue Recogni tion. . ... . . i 35
Results of Operations......... ... ... 37
Financial Condition........... ... ...y 41
Conmmitrments and Contingencies............c.coiiiiiennnn... 45
Forward Looking Statenments -- Safe Habor................. 46
Item 8. Fi nanci al Statenments and Supplenmentary Data................. 48
Consol idated Statements of Income......................... 48
Consolidated Balance Sheets........... ... ... .. ... 49
Consol idated Statements of Cash Flows..................... 50
Consol i dated Statenments of Sharehol ders' Equity and
Conprehensive [ NCOMB. . ... .. i e e 51




GEO GROUP INC Filing Date: 12/28/03

Notes to Consolidated Financial Statements................ 52
[tem 9. Changes in and Di sagreements with Accountants on Accounting
and Financial DisClOSUre. . ... ... 80
[ tem 9A Controls and Procedures. . ... ...t 80
PART 111
Itens 10, 11, 12, 13 and 14. ... . ... i e 80
PART |V
Item 15. Exhi bits, Financial Statenment Schedul es and Reports on Form
B- K o e 80
Sl gNAt Ul BS. o oo 84
</ Tabl e>
1




GEO GROUP INC Filing Date: 12/28/03

PART |
| TEM 1. BUSI NESS

As used in this report, the terms "we," "us," "our," "GEOQ' and the
"Conpany" refer to The GEO Group, Inc., its consolidated subsidiaries and its
unconsol i dated affiliates, unless otherwi se expressly stated or the context
ot herwi se requires.

GENERAL

We are a | eading provider of governnment-outsourced services specializing in
the managenment of correctional, detention and nental health facilities. W
bel i eve that we are the second | argest operator of privatized correctional and
detention facilities in the world, with operations located in the United States,
Australia, New Zeal and, South Africa and Canada. W believe that we have a
| eadi ng share of the privatized correctional and detention facilities nanagenent
services market for the states of California, Florida and Texas, the three U. S
states with the largest inmate popul ations. W are also a | eadi ng provider of
correctional services to the United States Marshals Service, the Federal Bureau
of Prisons and the Departnent of Honeland Security Bureau of Inmgrations and
Custonms Enforcenent. As of Decenber 28, 2003, we operated a total of 41
correctional, detention and nental health facilities and had over 36,000 beds
under managenent or for which we had been awarded contracts. W nmintai ned an
average facility occupancy rate of 100% for the fiscal year ended Decenber 28,
2003. For the fiscal year ended Decenber 28, 2003, we had consolidated revenues
of $617.5 million and consolidated operating income of $31.8 mllion

Qur correctional and detention managenment services involve the provision of
security, admnistrative, rehabilitation, education, health and food services,
primarily at adult male correctional and detention facilities. W al so devel op
new facilities based on contract awards, using our project devel opment expertise
and experience to design, construct and finance what we believe are
state-of-the-art facilities that maxim ze security and efficiency. Through these
management and devel opnment services, we believe that we achi eve significant cost
savings in comparison to public sector costs, providing substanti al
privatization benefits to our governnent customers.

Under our correctional facility nmanagenment services contracts, nost of our
government custoners pay us on a per inmate per diembasis, with sone of these
contracts providing for mni mum guaranteed paynents regardl ess of actua
occupancy levels. Certain of our contracts also provide for fixed fee paynents.
CGeneral |y, our nanagenment services contracts have rate adjustnents for increased
costs due to inflation.

Qur mental health facilities managenent services primarily involve the
provi sion of acute mental health and related adninistrative services to nmentally
i1l patients that have been placed under public sector supervision and care. At
these nental health facilities, we enploy psychiatrists, physicians, nurses,
counsel ors, social workers and other trained personnel to deliver active
psychiatric treatment which is designed to diagnose, treat and rehabilitate
patients for community reintegration. Since 1998, we have operated what we
believe is the only fully privatized state nmental health facility in the U S. at
South Florida State Hospital. In Decenber 2000, we conpleted the design and
construction of a new 325-bed facility that replaced the original facility. W
are paid a fixed nonthly fee for the provision of services at this facility.

COVPETI Tl VE STRENGTHS
EXPERI ENCED | NDUSTRY LEADER
We are a global provider of privatized correctional and detention services

with operations in the United States, Australia, New Zeal and, South Africa and
Canada. Additionally, we maintained operations in the United Kingdomthrough a
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joint venture for nore than ten years until the sale of our interest in the
joint venture in July 2003. W operate a broad range of correctional and
detention facilities including
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maxi mum rmedi um and m ni mum security prisons, inmigration detention centers,

m ni mum security detention centers and nental health facilities. Since our
founding in 1984, we believe that we have established a strong reputation anong
federal, state, and local authorities as a highly effective operator of secure,
wel | -managed facilities. We believe that our [ong operating history and
reputation have earned us credibility with both existing and prospective clients
when bi dding on new facility nanagenment contracts or renew ng existing
contracts.

REG ONAL OPERATI NG STRUCTURE

We operate three regional U S. offices and two international offices that
provi de adm nistrative oversight and support to our correctional and detention
facilities and allow us to maintain close relationships with our clients and
suppliers. Each of our three regional U S. offices is responsible for the
facilities located within a defined geographic area. The regional offices
performregular internal audits of the facilities in order to ensure continued
conpliance with the underlying contracts, applicable accreditation standards,
governmental regul ations and our internal policies and procedures. W believe
that our regional operating structure differentiates us fromour conpetitors and
allows us to deliver highly responsive custoner service. W al so believe that
our regional operating structure facilitates our integration into the loca
conmunities in which we operate and provides us with the ability to market our
services nore effectively.

LONG TERM RELATI ONSHI PS W TH HI GH QUALI TY GOVERNMENT CUSTOMERS

We have devel oped |l ong termrel ationships with our governnent customers and
have been successful at retaining our facility nmanagement contracts. W have
provi ded correctional and detention nanagenent services to the United States
Federal Governnent for 17 years, the State of California for 15 years, the State
of Texas for 15 years, various Australian state governnent entities for 12 years
and the State of Florida for 9 years. This custoner base accounted for
approxi mately 73.6% of our consolidated revenues for the fiscal year ended
Decenmber 28, 2003. Qur strong operating track record has enabled us to achieve a
hi gh renewal rate for contracts. Qur governnment custonmers typically satisfy
their paynment obligations to us through budgetary appropriations. W believe
this provides us with a stable and predictable source of revenues and cash fl ow.

FULL- SERVI CE FACI LI TY DEVELCPER

We believe that our ability to provide conprehensive facility devel opnent
and design services enables us to retain existing custoners seeking to update
their facilities and to attract new customers by denonstrating the benefits of
privatization. W have devel oped an expertise in the design, construction and
financing of high quality correctional, detention and nmental health facilities.
Since 1986, we have desi gned, devel oped or renovated 38 correctional, detention
and nental health facilities. W have provided or facilitated the financing of
these facilities through a variety of means, including, public-private financing
initiatives, third party sal e-1easebacks, self-financings and tax-exenpt,
non-recourse revenue bonds. W believe that our in-house teamof architects
provides us with the capability to produce secure and cost-effective design
solutions that reduce personnel needs and facility operating expenses.

EXPERI ENCED, PROVEN SENI OR MANAGEMENT TEAM

Qur top three senior executives have over 45 years of conbi ned industry
experi ence, have worked together at our conpany for nore than 12 years and have
established a track record of growh and profitability. Under their |eadership
our annual consolidated revenues have grown from$40.0 million in 1991 to $617.5
mllion in 2003. Qur Chief Executive Oficer, CGeorge C. Zoley, was one of the
pi oneers of the industry, having devel oped and opened what we believe was one of
the first privatized detention facilities in the U S in 1986. In addition to
seni or managenent, our operational and facility | evel managenment has significant
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operational expertise. Qur wardens have an average of 24 years of correctional
and detention I ndustry experience. W believe that the | ong, acconplished tenure
of our nanagenent team hel ps to distinguish us fromour conpetitors in the
privatized corrections industry.
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BUSI NESS STRATEQ ES
PROVI DE H GH QUALI TY, ESSENTI AL SERVI CES AT LONER COSTS

Qur objective is to provide federal, state and | ocal governnental agencies
with high quality, essential services at a | ower cost than they thensel ves could
achieve. W generally provide all of the critical services associated with
operating our facilities, including security, food services, rehabilitation
prograns, education and on-site health care. W believe this enables us to
ensure high quality and to control costs. Qur 24 donestic correctional and
detention facilities that have been rated by the American Correctiona
Associ ation, or the ACA, have achieved a nedian accreditation score of 99.6%
Accreditation by the ACA serves as a neasure of our ongoing conpliance with
accepted national industry standards of design and operation and we believe it
hel ps to provide protection against frivolous inmate litigation. W have
devel oped standard operating procedures for our facilities that are designed to
maxi m ze efficiency and control our expenses.

MAI NTAI N DI SCI PLI NED OPERATI NG APPRCACH

W& nanage our business on a contract by contract basis in order to nmaxim ze
our operating margins. W typically refrain from pursuing contracts that we do
not believe will yield attractive profit margins in relation to the associ ated
operational risks. For exanple, we have avoi ded operating certain juvenile and
femal e correctional facilities which we believe may be prone to increased
operational difficulties that may result in increased litigation, higher
personnel costs and reduced profitability. Generally, we do not engage in
specul ati ve devel opnent and do not build facilities wi thout having a
correspondi ng managenent contract award in place. In addition, we have el ected
not to enter certain international markets with a history of econonm c and
political instability. W believe that our strategy of enphasizing |ower risk,
hi gher profit opportunities helps us to consistently deliver strong operationa
performance, |ower our costs and increase our overall profitability.

EXPAND | NTO COVPLEMENTARY GOVERNMENT- OUTSOURCED SERVI CES

We intend to capitalize on our long termrelationships with governmenta
agencies to continue to grow our correctional, detention and nental health
facilities nanagenent services and to becone a preferred provider of
conpl ement ary gover nnent - out sour ced services. W believe that governnent
outsourcing of currently internalized functions will increase largely as a
result of the public sector's desire to maintain quality service levels amd
government al budgetary constraints. Based on our expansion into the nmenta
health services sector, we believe that we are well positioned to continue to
deliver higher quality services at |lower costs in new areas of privatization

PURSUE | NTERNATI ONAL GROWMH OPPORTUNI TI ES

As a global international provider of privatized correctional services, we
are able to capitalize on opportunities to operate existing or new facilities on
behal f of foreign governments. W currently have operations in Australia, New
Zeal and, South Africa and Canada. W intend to further penetrate these markets
and to expand into new international markets which we deemattractive. W
bel i eve that we are one of the few conpani es worl dwi de that has the operationa
expertise, track record and resources to conpete for the managenent of
| arge-scal e, privatized correctional facilities.

RECENT DEVELOPMENTS
SHARE PURCHASE
On April 30, 2003, we entered into a share purchase agreenent with G oup 4

Falck A/S, our fornmer majority sharehol der which we refer to as Group 4 Fal ck
to purchase all 12,000, 000 shares of our conmmon stock held by Goup 4 Falck for
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$132.0 million in cash. Goup 4 Falck obtained these shares when it acquired our
forner parent conpany, The Wackenhut Corporation, which we refer to as TWC, in
2002. W compl eted the share purchase on July 9, 2003.

4

10
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RECENT FI NANCI NGS

In connection with the share purchase, we conpleted two financing
transactions on July 9, 2003. First, we anmended our forner senior credit
facility. The amended $150.0 million senior credit facility, which we refer to
as the Senior Credit Facility, consists of a $50.0 mllion, five-year revolving
credit facility, with a $40.0 million sub limt for letters of credit, and a
$100.0 mllion, six-year termloan. Second, we offered and sold $150.0 mllion
aggregate principal amount of 8 1/4% seni or notes due 2013, which we refer to as
t he Notes.

SALE OF CUR JO NT VENTURE | NTEREST I N PREM ER CUSTCDI AL GROUP LI M TED

On July 2, 2003, we sold our one-half interest in Prem er Custodial G oup
Limted, our United Kingdomjoint venture, which we refer to as PCG to Serco
Investnments Limted, our former joint venture partner, which we refer to as
Serco, for approximately $80.7 mllion, on a pretax basis. Under the terns of
the indenture governing the Notes, we have an obligation to use proceeds of
approximately $52 million fromthe sale of our interest in PCGto reinvest in
certain permtted busi nesses or assets, to repay indebtedness outstandi ng under
the Senior Credit Facility or to make an offer to repurchase the Notes.

LOSS OF CONTRACT W TH THE AUSTRALI A DEPARTMENT OF | MM GRATI ON, MJLTI CULTURAL
AND | NDI GENOQUS AFFAI RS

In Australia, the Departnent of Immgration, Miulticultural and Indigenous
Affairs, which we refer to as DOMA, entered into a contract in 2003 with a
di vision of Group 4 Falck for the managenent and operation of Australia's
imm gration centers, services which we have provided since 1997 through our
Australian subsidiary. W transitioned the nmanagenent and operation of the DIMA
centers to the division of Goup 4 Falck February 29, 2004. For the year ended
Decenmber 28, 2003 DIM A represented approximately 9.9% of our consolidated
revenues. W do not have any | ease obligations related to our contract with
DIMA. During 2003, we increased reserves approximately $3.6 mllion for
liability insurance obligations related to the expiration of the DIMA contract.

NAMVE CHANGE

On Novenber 25, 2003, our corporate nane was changed from "Wackenhut
Corrections Corporation" to "The GEO Group, Inc." The name change was required
under the terns of the share purchase agreenent between us and G oup 4 Fal ck
referred to above. Under the terns of the share purchase agreenent, GEO is
required to cease using the nanme, trademark and service mark "Wackenhut" by July
9, 2004. In addition to achieving conpliance with the terns of the share
purchase agreenent, we believe that the change in our nanme to "The GEO G oup
Inc.” will help reinforce the fact that we are no longer affiliated with TWC or
Goup 4 Falck or their related entities. Follow ng the name change, our New York
St ock Exchange ticker synbol was changed to "GA@" and our common stock now
trades under that synbol

RESULTS OF RE-BI DS ON MANAGEMENT CONTRACTS | N TEXAS

As a result of a re-bidding process in Texas on several state managenent
contracts which expired in January 2004, we were recently awarded managenent
contracts by the Texas Departnment of Criminal Justice for the continued
operation of two facilities which we currently operate -- the C evel and
Correctional Center facility and the Lockhart Secure Work Program Facility. We
were al so awarded the managenent contract to operate a new facility, the Sanders
Estes Correctional Center. However, our existing nanagenent contracts to operate
the Wllacy State Jail and the John R Lindsey State Jail were not renewed.

Al t hough the net inpact of the Texas re-bid process will result in the overal

| oss of one managenent contract, we do not believe that this will have a
materi al inpact on our future financial performance. The contract awards becane
ef fective on January 16, 2004 and we assuned the operation of the Sanders Estes

11
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Correctional Center on that date.
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Rl GHTS AGREENMENT

On Cctober 9, 2003, we entered into a rights agreenent with Equi Serve Trust
Conpany, N. A, as rights agent. Under the terns of the rights agreenent, each
share of our common stock carries with it one preferred share purchase right. If
the rights becone exercisable pursuant to the rights agreenent, each right
entitles the registered holder to purchase fromus one one-thousandth of a share
of Series A Junior Participating Preferred Stock at a fixed price, subject to
adjustrment. Until a right is exercised, the holder of the right has no right to
vote or receive dividends or any other rights as a sharehol der as a result of
hol ding the right. The rights trade automatically with shares of our common
stock, and may only be exercised in connection with certain attenpts to take
over our conpany. The rights are designed to protect the interests of our
conpany and our sharehol ders agai nst coercive takeover tactics and encourage
potential acquirors to negotiate with our board of directors before attenpting
takeover. The rights nmay, but are not intended to, deter takeover proposals th
may be in the interests of our sharehol ders.

a
at

SHELF REG STRATI ON STATEMENT

On January 28, 2004, our universal shelf registration statenent on Form S-3
was decl ared effective by the Securities and Exchange Conmi ssion, which we refer
to as the SEC. The universal shelf registration statenment provides for the offer
and sale by us, fromtine to time, on a del ayed basis, of up to $200.0 nmillion
aggregat e amount of our common stock, preferred stock, debt securities,
warrants, and/or depositary shares. These securities, which nmay be offered in

one or nore offerings and in any conbination, will in each case be offered
pursuant to a separate prospectus supplenment issued at the tinme of the
particular offering that will describe the specific types, ampunts, prices and

terns of the offered securities. Unless otherw se described in the applicable
prospectus supplenment relating to the offered securities, we anticipate using
the net proceeds of each offering for general corporate purposes, including debt
repaynent, capital expenditures, acquisitions, business expansion, investnents
in subsidiaries or affiliates, and/or working capital.

FACI LI TI ES

The followi ng table sunmarizes certain information with respect to
facilities that GEO (or a subsidiary or joint venture of GEO s) operated under a
managenment contract or had an award to nanage at Decenber 28, 2003. It does not
include the DIMA facilities.

<Tabl e>
<Capti on>
COMMVENCEMENT
DESI GN FACI LI TY SECURI TY OF CURRENT RENEWAL
FACI LI TY NAME & LOCATI ON CAPACI TY CUSTOVER TYPE LEVEL TERM DURATI ON OPTI ON
DOMESTI C CONTRACTS
Al'len Correctional Center 1,538 LA DPS&C State Medi um Sept ember 3 years One,
Ki nder, Louisiana Correctional Maxi mum 2003 Two- year
Facility
Aurora | CE Processing Center 340 Bl CE Feder al M ni mum Sept ember 1 year Four, Six
Aurora, Col orado (6) Detenti on Medi um 2003 Mont hs
Facility
Bri dgeport Correctional Center 520 TDCJ State M ni mum Sept ember 1 Year One,
Bri dgeport, Texas Correctional 2003 One- year
Facility
Broward Transition Center 300 BI CE/ Federal & M ni mum Cctober 2003/ 1 year/ Four,
Deerfield Beach, Florida (6) Br owar d Local Cct ober 2003 1 year One-year/
County Det enti on Unlimted,
Facility One- Year
Central Texas Parol e Violator 643 Bexar Federal & All January 2002/ 3 years/ Two, One-

13
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Facility San Antoni o, Texas
(1)

Central Valley MCCF McFarl and,
California (6)

</ Tabl e>

County/
TDCJ

550 CDC

Local
Det enti on
Facility
State
Correctional
Facility

level s

Medi um

February 2002 2 years

Decenber

1997 10 years

year/ NA

N A
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<Tabl e>
<Capti on>
COMMVENCEMENT
DESI GN FACI LI TY SECURI TY OF CURRENT RENEWAL
FACI LI TY NAME & LOCATI ON CAPACI TY CUSTOVER TYPE LEVEL TERM DURATI ON OPTI ON
Cl evel and Correctional Center 520 TDCJ State Medi um  January 2003 1 year N A
C evel and, Texas Correctional
Facility
Coke County JJC Bronte, Texas 200 TYC State Medi um April 2003 1 year Unlinmted,
Juvenil e Maxi mum Two- year
Correctional
Facility
Desert View MCCF Adel anto, 568 cDC State Medi um  Decenber 1997 10 years N A
California (6) Correctional
Facility
East M ssi ssippi Correctional 1, 000 MDOC State Ment al April 1999 5 years One,
Facility Meridian, Correctional Heal th Two- year
M ssi ssi ppi Facility
George W Hill Correctional 1, 812 Del awar e Local Al June 2003 3 years Unlimted,
Facility Thornton, County Detenti on | evel s Thr ee-year
Pennsyl vani a Facility
Gol den State MCCF McFarl and, 550 cDC State Medi um  Decenber 1997 10 years N A
California (6) Correctional
Facility
Guadal upe County Correctional 600 NMCD State Medi um June 2003 1 year Unlimted,
Facility Santa Rosa, New Correctional 1-year
Mexi co(2) (8) Facility
John R Lindsey State Jail Jack 1,031 TDCJ State M ni mum Sept ember 2 years N A
County, Texas Correctional Medi um 2003
Facility Expi red
January 16,
2004
Karnes Correctional Center 579 Kar nes Federal & All January 1998 30 years N A
Karnes City, Texas (1)(6) County Local Il evel s
Det enti on
Facility
Kyl e Correctional Center (New 520 TDCJ State M ni mum Sept ember 1 year One,
Vision) Kyle, Texas (3) Correctional 2003 One- year
Facility
Lawr encevil | e Correctional 1, 536 VDOC State Medi um Mar ch 2003 5 year Ten,
Center Lawr enceville, Correctional One-year
Virginia Facility
Lawt on Correctional Facility 1,918 apoC State Medi um July 2003 1 year Four,
Lawt on, Gkl ahoma (6) Correctional One-year
Facility
Lea County Correctional 1, 200 NMCD State Al June 2003 1 year Unlimted,
Facility Hobbs, New Mexico Correctional level s 1-year
(6)(8) Facility
Lockhart Secure Work Program 1, 000 TDCJ State M ni mum January 2003 1 year N A
Facilities Lockhart, Texas Correctional
Facility
Mar shal | County Correctional 1, 000 MDOC State Medi um  Decenber 2003 60 days N A
Facility Holly Springs, Correctional
M ssi ssi ppi Facility
McFarl and CCF McFarl and, 224 CcDC State M ni mum July 2003 Si x N A
California (6) Correctional Expi red Mont h
Facility Decenber 31,
2003
M chi gan Youth Correctional 480 MDCOC State Maxi mum July 2003 4 years N A
Facility Baldw n, M chigan Correctional
(2) Facility
Moor e Haven Correctional 750 FL CPC State Medi um July 2002 2 years Unlinmted,
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Facility Moore Haven, Florida

North Texas | SF Fort Worth,
Texas

</ Tabl e>

Correctional
Facility
400 TDCI State M ni mum Mar ch 2003 1 year
Correctional
Facility

Two- year

N A
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<Tabl e>
<Capti on>

FACI LI TY NAME & LOCATI ON

Queens Private Correctional
Facility Jamaica, New York

(6)

Reeves County Detention Center
Pecos, Texas(1)

Rivers Correctional Institution

Wnton, North Carolina(2)
South Bay Correctional Facility
Sout h Bay, Florida
Taft Correctional Institution

Taft, California
Val Verde Correctional
Del Rio, Texas (1)(2)

Facility

Western Regi on Detention
Facility at San Diego San
Di ego, California

Wl lacy State Jail
Raynondvi | | e, Texas

| NTERNATI ONAL CONTRACTS:

Arthur Corrie Correctional
Centre Wacol, Australia

Auckl and Central Rermand Prison
Auckl and, New Zeal and

Ful ham Correctional Centre
Victoria, Australia

Junee Correctional Centre
Junee, Australia

Kut ama- Si nt hunul e Maxi mum
Security Prison Northern
Provi nce, Republic of South
Africa

Mel bour ne Custody Centre
Mel bourne, Australia

New Brunswi ck Youth Centre
M rimachi, Canada (4)

Paci fic Shores Heal thcare
Victoria, Australia (7)

MENTAL HEALTH FACI LI TI ES
Atl antic Shores Hospital
Lauderdal e, Florida (5)

Fort

South Florida State Hospital
Penbr oke Pines, Florida

DESI GN
CAPACI TY

3,025

1, 200

1, 318

2,048

784

784

1,000

710

383

725

750

3,024

80

72

325

CUSTOVER

Reeves
Count y

BOP

FL CPC

BOP

Val
Ver de
Count y

Usvs/
Bl CE

TDCI

QLD DCS

Nz DOC

VIC MC

RSA DCS

ViC CC

PNB

ViC cv

FACI LI TY
TYPE

Feder al
Det enti on
Facility
Federal &

State
Federal &
State
Correctional
Facility
Feder al
Correctional
Facility
State
Correctional
Facility
Feder al
Correctional
Facility
Federal &
Local
Det enti on
Facility

Feder al
Det enti on
Facility

State
Correctional
Facility

Reception &
Remand Centre
Nati onal Jail

State Prison
State Prison

Nat i onal
Prison

State Jail

Provi nce
Juvenile
Facility
Heal th Care
Servi ces

Private
Psychiatric
Hospi t al
State
Psychiatric
Hospi t al

SECURI TY
LEVEL

M ni mum
Medi um

All
level s

Low

Medi unml
Cl ose

Low/
M ni mum
All
Il evel s

Maxi mum

M ni mum
Medi um

All
Il evel s
Maxi mum

M ni mum
Medi um
M ni mum
Medi um
Maxi mum

All
Il evel s
All
level s

N A

Ment al
Heal th

Ment al
Heal th

COMMVENCEMENT
OF CURRENT
TERM

April 2003

Novenber 2003

March 2001

June 2003
August 2003

January 2001

July 2003

January 2003
Expi red
January 16,

2004
Decenber 2002
July 2000
Sept ember

2003
April 2001

July 1999

March 2003

Cct ober 1997

Decenber 2003

July 2003

1 year

10 years

3 years

1 year

1 year

20 years

1 year

1 year

5 years

5 years

3 years

5 years

25 years

1 year

25 years

3 years

5 years

Seven,
One-year

Unlinmted,
Two- year

Thr ee,
One-year
Unlinmted,
Fi ve-year

Two,
One-year

N A

One,

Fi ve-year
One,
Two- year
Four,
Thr ee-year
One,

Thr ee-year
None

One,
One-year
One,
Ten-year

Four,
Si x- mont hs

Two,
Fi ve-year
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</ Tabl e>

18



GEO GROUP INC

Filing Date: 12/28/03

CUSTOVER LEGEND:

<Tabl e>
<Capti on>
ABBREVI ATI ON

LA DPS&C Loui si ana Department of Public Safety & Corrections

Bl CE Bureau of Inmmigration & Custons Enforcenent

TDCJ Texas Department of Criminal Justice

CDC California Departnent of Corrections

TYC Texas Youth Conm ssion

VDOC M ssi ssi ppi Departnent of Corrections (East M ssissippi &
Mar shal | County)

NMCD New Mexi co Corrections Departnment

VDOC Virginia Departrment of Corrections

0D 0§ &l ahorma Departnent of Corrections

VDOC M chi gan Departnent of Corrections (M chigan YCF)

FL CPC Fl orida Correctional Privatization Commr ssion

BOP Federal Bureau of Prisons

USMVS United States Marshal s Service

DCF Fl ori da Departnment of Children & Families

USMS United States Marshal s Service

DCF Fl orida Departnent of Children & Famlies

Q.D DCs Department of Corrective Services of the State of Queensl and

Nz DOC The Chi ef Executive of the Department of Corrections

VI C MOC M nister of Corrections of the State of Victoria

NSW Comm ssi oner of Corrective Services for New South WAl es

RSA DCS Republic of South Africa Departnent of Correctional Services

VIC CC The Chief Conmi ssioner of the Victoria Police

PNB Provi nce of New Brunswi ck

VIC CcvV The State of Victoria represented by Corrections Victoria

</ Tabl e>

(1) These are county contracts providing services through various
I nter-Governmental Agreenents ("IGA") for the county, USMS, BICE, BOP, and
ot her state jurisdictions.

(2) GEO-Omed facilities.

(3) GEO operates a chem cal dependency treatment programlocated in this

facility under a separate contract. This contract is for a three-year term

expi ring August 31, 2004.

Contract for mmintenance services only for this facility.

GEO purchased this facility and provides services on an individual patient

basis, therefore, there are no contracts with governnent agencies subject to

terns and/or renewal s.

(6) GEO | eases these facilities fromCPV. In April 1998, GEO sold three owned
facilities and the rights to acquire four other facilities to CPV which CPV
subsequent |y exercised. In Cctober 1998, GEO sold the conpleted portion of a
ninth facility to CPV. During Fiscal 1999, CPV acquired a 600-bed expansion
of the ninth facility and the right to acquire a tenth facility. During
Fi scal 2000, CPV purchased an eleventh facility that GEO had the right to
acquire. The facilities were then | eased to us under operating |eases. There
were no purchase and sal e transacti ons between GEO and CPV in 2001 or 2002.
See Item2 -- "Properties.”

(7) GEO provides conprehensive heal thcare services to 11 governnent-operated
prisons under this contract.

(8) GEO has a five-year contract with five one-year options to operate the
facility on behalf of the county. The county, in turn, has a one-year
contract, subject to annual renewal, with the state to house state prisoners
at the facility.

—_~
[
——

FACI LI TY OVERVI EW
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We of fer services that go beyond sinply housing offenders in a safe and
secure manner. We offer a wide array of in-facility rehabilitative and
educational programs. Inmates at nost of our facilities can al so

9
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recei ve basic education through academni c prograns designed to inprove inmates
literacy levels and to offer the opportunity to acquire General Education

Devel opnent certificates. Mst of our managed facilities also offer vocationa
training for in-demand occupations to i nmates who | ack narketable job skills. In
addi ti on, nost of our managed facilities offer life skills/transition planning
prograns that provide inmates job search training and enpl oynent skills, anger
managenent skills, health education, financial responsibility training,
parenting skills and other skills associated with becom ng productive citizens.
For exanple, at the Lockhart Work Program Facility, located in Lockhart, Texas,
we, as part of our job training program recruited firms fromprivate industry
to employ inmates at the facility. Inmates who participate in such prograns
receive job skills training and are paid at |east the m ni mumwage. The innates
earnings are used to conpensate victins, defray the inmates' housing costs and
support their dependents. W intend to expand this programto our correctiona
facilities in South Bay and Moore Haven, Florida. W also offer counseling,
education and/or treatnment to inmates with al cohol and drug abuse probl ens at
nost of the domestic facilities we manage. W believe that our program at the
Kyl e New Vi sion Chem cal Dependency Treatnment Center is the |argest privately
managed in-prison programof this nature in the United States.

We operate each facility in accordance with our conpany-w de policies and
procedures and with the standards and gui delines required under the rel evant
contract. For many facilities, the standards and gui delines include those
establ i shed by the Anerican Correctional Association. The Anerican Correctiona
Associ ation, an independent organization of corrections professionals,
establishes correctional facility standards and gui delines that are generally
acknow edged as a benchmark by governmental agencies responsible for
correctional facilities. Many of our contracts for facilities in the United
States require us to seek and maintain Arerican Correctional Association
accreditation of the facility. W have sought and received Anerican Correctiona
Associ ation accreditation for all such facilities. W have al so achi eved and
mai nt ai ned certification by the Joint Comm ssion on Accreditation for Health
Care Organi zations, or JCAHCO for both of our mental health facilities.

FACI LI TY MANAGEMENT CONTRACTS
QO her than listed in the followi ng table, no other single custoner

accounted for 10% or nmore of our total revenues for each of the fiscal years
2003, 2002, and 2001.

<Tabl e>
<Capti on>
CUSTOMER 2003 2002 2001
Various agencies of the U S. Federal Government............. 25% 19% 18%
Various agencies of the State of Texas...................... 11% 17% 16%
Various agencies of the State of Florida.................... 11% 14% 14%
Departnment of Immgration, Miulticultural and Indi genous

Affairs (Australia)...... ... .. 10% 10% 11%
</ Tabl e>

Except for our contracts for the Taft Correctional Institution, George W
Hill Correctional Facility, Rivers Correctional Institution, South Florida State
Hospital, and the facilities in Australia, New Zeal and and South Africa, all of
whi ch provide for fixed nonthly rates, our facility managenent contracts provide
that we are conpensated at an innate or patient per diemrate based upon actua
or guaranteed occupancy |evels. Such conpensation is invoiced in accordance with
applicable laws and generally paid on a nmonthly basis. Al of our contracts are
subj ect to either annual or bi-annual |egislative appropriations. A failure by a
governnental agency to receive appropriations could result in termnation of the
contract by such agency or a reduction of the nanagenent fee payable to us. No
assurance can be given that the governnental agencies with which we contract
will continue to receive appropriations in all cases.

21



GEO GROUP INC Filing Date: 12/28/03

10

22



GEO GROUP INC Filing Date: 12/28/03

The following table sets forth the nunmber of contracts that have terns
subject to renewal or re-bid in each of the next five years:

<Tabl e>
<Capti on>
YEAR NUVMBER OF CONTRACTS
2004, L 23
2005, L 3
2006, . 5
2007, o 5
2008, . . 2
Thereafter. .. ... 5
43
</ Tabl e>
Refer to the table in "Business -- Facilities" for details on the renewa
of these contracts. W undertake substantial efforts to renew our contracts upon
their expiration but we can provide no assurance that we will in fact be able to

do so. Previously, in connection with our contract renewals, either we or the
contracti ng government agency have typically requested changes or adjustnents to
contractual terns. As a result contract renewals nay be made on terns that are
nore or |less favorable to us than in prior contractual terms.

Qur contracts typically allow a contracting governnmental agency to
term nate a contract with or wi thout cause by giving us witten notice ranging
from30 to 180 days. To date no contracts have been term nated under these
terms.

Since 1999, two contracts have been discontinued by the nutual agreenent of
the parties prior to the end of the contract term Mst recently, on June 30,
2000, the cooperative agreerment for the managenent of the Jena Juvenile Justice
Center between us and the LaSalle Hospital District No. 1 was discontinued by
the mutual agreement of the parties.

In addition, in connection with our managenent of such facilities, we are
required to conply with all applicable local, state and federal |aws and rel ated
rules and regulations. Qur contracts typically require us to maintain certain
| evel s of insurance coverage for general liability, workers' conpensation
vehicle liability, and property loss or danage. If we do not mmintain the
requi red categories and | evel s of coverage, the contracting governmental agency
may be permitted to termnate the contract. Presently, we are insured under a
liability insurance program which includes conprehensive general liability,
autonobile liability and workers' conpensation coverage. Additionally we
mai ntain coverage froma third party insurer for property insurance. W carry no
i nsurance for clains relating to enploynent matters. There can be no assurance

that we will be able to obtain or nmaintain insurance | evels as required by our
contracts or that, even if obtained, such insurance levels will be sufficient to
cover any |osses we sustain. See "Business -- Insurance." In addition, we are

requi red under our contracts to indemify the contracting governmental agency
for all clains and costs arising out of our managenent of facilities and in sone
instances we are required to maintain perfornmance bonds relating to the
constructi on and devel oprment of facilities.

FACI LI TY DESI G\, CONSTRUCTI ON AND FI NANCE

We of fer governmental agencies consultation and nmanagenent services
relating to the design and construction of new correctional and detention
facilities and the redesign and renovation of older facilities. As of Decemnber
28, 2003, we had provided services for the design and construction of 32
facilities and for the redesign and renovation of six facilities. See table in
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"Business -- Facilities."

Contracts to design and construct or to redesign and renovate facilities
may be financed in a variety of ways. CGovernnental agencies may finance the
construction of such facilities through the follow ng:

- a one tinme general revenue appropriation by the governnmental agency for
the cost of the new facility;

11
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- general obligation bonds that are secured by either a linmted or
unlimted tax levy by the issuing governmental entity; or

- revenue bonds or certificates of participation secured by an annual | ease
paynment that is subject to annual or bi-annual |egislative
appropriations.

We may al so act as a source of financing or as a facilitator with respect
to any financing. In these cases, the construction of such facilities may be
financed through various nmethods including, but not limted to, the foll ow ng:

- funds fromequity offerings of our stock
- cash flows from operations;

- borrowi ngs from banks or other institutions (which may or may not be
subj ect to governnent guarantees in the event of contract term nation);
or

- lease arrangenents with third parti es.

If the project is financed using direct governnmental appropriations, with
proceeds of the sale of bonds or other obligations issued prior to the award of
the project or by us directly, then financing is in place when the contract
relating to the construction or renovation project is executed. |f the project
is financed using project-specific tax-exenpt bonds or other obligations, the
construction contract is generally subject to the sale of such bonds or
obligations. Generally, substantial expenditures for construction will not be
made on such a project until the tax-exenpt bonds or other obligations are sold;
and, if such bonds or obligations are not sold, construction and, therefore,
managenment of the facility may either be delayed until alternative financing is
procured or the devel opnent of the project will be entirely suspended. If the
project is self-financed by us, then financing is in place prior to the
comencemnent of construction.

When we are awarded a facility managenent contract, appropriations for the
first annual or biannual period of the contract's term have generally al ready
been approved, and the contract is subject to governnental appropriations for
subsequent annual or bi-annual periods.

Under our construction and desi gn management contracts, we generally agree
to be responsible for overall project devel opnent and conpletion. W typically
act as the primary devel oper on construction contracts for facilities and
subcontract with national general contractors. Were possible, we subcontract
wi th construction conpanies that we have worked with previously. W nake use of
an in-house staff of architects and operational experts fromvarious corrections
di sciplines (e.g. security, nedical service, food service, inmate prograns and
facility mmintenance) as part of the teamthat participates from conceptua
design through final construction of the project. This staff coordi nates al
aspects of the devel opnent with subcontractors and provides site-specific
services. It has been our experience that it typically takes 9 to 24 nonths to
construct a facility after the contract is executed and financing approved.

When designing a facility, our architects seek to utilize, with appropriate
nodi fications, prototype designs we have used in devel oping prior projects. W
bel i eve that the use of these designs allows us to reduce cost overruns and
construction delays and to reduce the nunber of officers required to provide
security at a facility, thus controlling costs both to construct and to nmanage
the facility. Security is maintained because our facility designs increase the
area under direct surveillance by correctional officers and nmake use of
additional electronic surveillance.

MARKETI NG AND BUSI NESS PROPOSALS
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Currently, we view governnental agencies responsible for state and federa
correctional facilities in the United States and governnental agencies
responsi ble for correctional facilities in Australia, New Zeal and and South
Africa as our primary potential custoners. Qur secondary custoners include |oca
agencies in the U S. and other foreign governmental agencies.

Covernment al agenci es responsible for correctional and detention facilities
general |y procure goods and services through requests for proposals. A typica
request for proposal requires bidders to provide

12
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detailed information, including, but not linmted to, descriptions of the
followi ng: the services to be provided by the bidder, its experience and
qualifications, and the price at which the bidder is willing to provide the
services (which services nmay include the renovation, inprovement or expansion of
an existing facility, or the planning, design and construction of a new
facility).

If the project nmeets our profile for new projects, we then will submt a
witten response to the request for proposal. W estinate that we typically
spend between $100, 000 and $200, 000 when responding to a request for proposal
We have engaged and intend in the future to engage i ndependent consultants to
assi st us in developing privatization opportunities and in responding to
requests for proposals, nmonitoring the |egislative and business climte, and
mai ntai ning relationships with existing clients.

There are several critical events in the marketing process for the
management of new facilities, including the issuance of a request for proposals
by a governnental agency, subm ssion of a response to the request for proposals
by us, the award of a contract by a governmental agency and the commencenent of
construction or managenent of a facility. Qur experience has been that a period
of approximately five to ten weeks is generally required fromthe issuance of a
request for proposals to the subm ssion of our response to the request for
proposal s; that between one and four months el apse between the subm ssion of our
response and the agency's award for a contract; and that between one and four
nont hs el apse between the award of a contract and the commencenent of
construction or managenment of the facility. If the facility for which an award
has been made nust be constructed, our experience is that construction usually
takes between 9 and 24 nonths, depending on the size and conplexity of the
project; therefore, managenent of a newy constructed facility typically
conmences between 10 and 28 nonths after the governnental agency's award.

I NSURANCE

The nature of our business exposes us to various types of third-party |ega
clainms, including, but not limted to, civil rights clains relating to
conditions of confinenent and/or mstreatnent, sexual m sconduct clains brought
by prisoners or detainees, nedical malpractice clainms, clains relating to
enpl oyment matters (including, but not linmted to, enploynent discrimnation
clains, union grievances and wage and hour clains), property |loss clains,
environnental clainms, autonobile liability clainms, contractual clains and clains
for personal injury or other damages resulting fromcontact with our facilities,
prograns, personnel or prisoners, including damages arising froma prisoner's
escape or froma disturbance or riot at a facility. In addition, our nanagenent
contracts generally require us to indemify the governnental agency agai nst any
damages to whi ch the governnental agency may be subject in connection with such
clains or litigation. W naintain insurance coverage for these types of clains,
except for clains relating to enploynent matters, for which we carry no
i nsurance. However, the insurance we maintain to cover the various liabilities
to which we are exposed nay not be adequate. Any losses relating to natters for
whi ch we are either uninsured or for which we do not have adequate insurance
could have a material adverse effect on our business, financial condition or
results of operations.

Clains for which we are insured arising fromour U S. operations that have
an occurrence date of October 1, 2002 or earlier are handled by TWC and are
fully insured up to an aggregate limt of between $25.0 million and $50.0
mllion, depending on the nature of the claim Wth respect to clains for which
we are insured arising fromour U S. operations that have an occurrence date of
Cct ober 2, 2002 or later, our coverage varies depending on the nature of the

claim For clains relating to general liability and autonobile liability, we
have a deductible of $1.0 mllion per claim primary coverage of $5.0 mllion
per claimfor general liability and $3.0 nillion per claimfor autonobile

l[iability (up to alimt of $20.0 nmillion for all clainms in the aggregate), and
excess/unbrel l a coverage of up to $50.0 million per claimand for all clainms in
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the aggregate. The current professional liability policy for our nental health

facilities does not include tail coverage for prior periods. For clains relating

to nedical nalpractice at our correctional facilities, we have a deductibl e of

$2.0 mllion per claimand primary coverage of $5.0 million per claimand for

all clainms in the aggregate. For clains relating to nmedical mal practice at our

mental health facilities, we have a deductible of $1.0 mllion per claimand

primary coverage of up to $5.0 million per claimand for all clains in the

aggregate. For clainms relating to workers' conmpensation, we nmintain

13
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statutory coverage as determined by state and/or local law and, as a result, our
coverage varies anong the various jurisdictions in which we operate.

Claims for which our joint venture in South Africa is insured arising from
its operations, are covered by policies with varying amounts of coverage
dependi ng on the nature of the claim Prinmary insurance in the anount of ZAR50
mllion (approximately $7.5 mllion at Decenmber 28, 2003) is provided for
general liability clainms. This insurance contains a ZARS5 million (approximtely
$0.8 mllion at Decenber 28, 2003) deductible. Excess insurance is provided
above the ZAR50 million primary policy with [imts up to ZAR250 million
(approximately $37.3 million at December 28, 2003). Medical mal practice clains
are insured up to ZAR14.7 million (approximately $2.2 million at December 28,
2003) with a ZAR50, 000 deductible (approximtely $7,500 at Decenber 28, 2003).

Clains for which we are insured arising fromoperations in Australia and
New Zeal and are covered by policies with varyi ng ambunts of coverage dependi ng
on the nature of the claim For public liability claims, we maintain primary
i nsurance of AUD$5 million (approximately $3.7 mllion at Decenber 28, 2003)
with an AUD$250, 000 deductible (approximately $0.2 mllion at Decenber 28,
2003). Medical nmalpractice clains are insured up to AUD$10 mllion
(approximately $7.4 mllion at Decenmber 28, 2003) with an AUD$1 million
deducti bl e (approximately $0.7 million at Decenber 28, 2003).

EMPLOYEES AND EMPLOYEE TRAI NI NG

At Decenber 28, 2003, we had 9,274 full-tine enployees. O such full-tine
enpl oyees, 138 were enpl oyed at our headquarters and regional offices and 9,136
were enployed at facilities and international offices. W enploy nanagenent,
adm nistrative and clerical, security, educational services, health services and
general nmmi ntenance personnel. In the U S., our correctional officer enployees
at George W Hill Correctional Facility (Pennsylvania), Queens Private
Correctional Facility (New York), M chigan Youth Correctional Facility
(M chigan) and Desert View Mdified Community Correctional Facility (California)
are nenbers of unions. W successfully renegotiated union contracts at the
Queens Private Correctional Facility (New York) and George W Hill Correctiona
Facility (Pennsylvania) during 2003. W expect to renegotiate the union contract
at M chigan Youth Correctional Facility (M chigan) during 2004. In addition, our
correctional officer enployees at Auckland Central Remand Prison (New Zeal and),
South Africa and the mpjority of our enployees in our Australian operations are
covered by uni on agreenents. O her than the contracts described above, we have
no ot her union contracts or collective bargaining agreenents. W believe our
rel ati onships with our enployees are good.

Under the | aws applicable to nost of our operations, and internal conpany
policies, our correctional officers are required to conplete a m ni num anmount of
training. W generally require at |east 160 hours of pre-service training before
an enployee is allowed to work in a position that will bring himor her in
contact with i nmates, consistent with ACA standards and/or applicable state
laws. In addition to a m nimum of 160 hours of pre-service training, nost states
require 40 or 80 hours of on-the-job training. Florida | aw requires that
correction officers receive 520 hours of training and M chigan | aw requires that
correctional officers receive 640 hours of training. Qur training prograns neet
or exceed all applicable requirenents.

Qur training programbegins with approximately 40 hours of instruction
regardi ng our policies, operational procedures and managenent phil osophy.
Training continues with an additional 120 hours of instruction covering |ega
i ssues, rights of inmates, techni ques of communication and supervision
i nterpersonal skills and job training relating to the particular position to be
hel d. Each of our enpl oyees who has contact with i nmates recei ves a m ni num of
40 hours of additional training each year, and each manager receives at |east 24
hours of training each year

At | east 240 and 160 hours of training are required for our enployees in
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Australia and South Africa, respectively, before such enpl oyees are allowed to
work in positions that will bring theminto contact with inmates. Qur enpl oyees
in Australia and South Africa receive a m ninum of 40 hours of additional

traini ng each year.
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COVPETI TI ON

We conpete primarily on the basis of the quality and range of services
of fered, our experience (both domestically and internationally) in the design
constructi on and managenent of privatized correctional and detention facilities,
our reputation and our pricing. W conpete with a nunber of conpanies,
i ncluding, but not limted to: Corrections Corporation of Anerica; Correctiona
Servi ces Corporation; Cornell Conpanies, Inc.; and Managenment and Trai ni ng
Corporation and Group 4 Falck dobal Solutions Limted. Some of our conpetitors
are |arger and have nore resources than we do. W also conpete in sone markets
with small |ocal conpanies that nmay have a better know edge of the |oca
conditions and nay be better able to gain political and public acceptance. In
addition, in sone markets, we nmay conpete with governmental agencies that are
responsi ble for correctional facilities. Upon the conpletion of the share
purchase from Group 4 Fal ck, the non-conpete agreenment we had with G oup 4 Fal ck
whi ch prevented Group 4 Falck fromconpeting with us in the U S. was term nated
and Goup 4 Falck and its affiliates, including Goup 4 Falck d obal Solutions
Limted, becane free to conpete with us in the U S

NON- U. S. OPERATI ONS

Al t hough nost of our operations are within the United States, our
i nternational operations make a significant contribution to our results of
operations. Qur whol |l y-owned subsidiaries provide correctional and detention
facilities managenent in Australia and New Zeal and.

A summary of U.S. and Australia operations is presented bel ow

<Tabl e>
<Capti on>
2003 2002 2001
(000" S)
REVENUES
U S operations............ ... $482, 754  $451, 465  $454, 053
Australia operations........... ... ... ... 134, 736 117, 147 108, 020
Total revenUEeS. . ...t e e e e $617, 490 $568, 612 $562, 073
OPERATING | NCOVE
U S operations............ ... $ 28,554 $ 26,066 $ 19,559
Australia operations........... ... ... ... 3,202 1, 810 4,625
Total operating income.......................... $ 31,756 $ 27,876 $ 24,184
LONG LI VED ASSETS
U S operations............ ... $194, 467  $200,258 $ 47,639
Australia operations........... ... ... ... 7,048 6, 208 6, 119
Total long-lived assets......................... $201, 515 $206,466 $ 53,758

</ Tabl e>
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We fornmerly had an affiliate (50% or | ess owned) that provided correctiona
detention facilities management, home nonitoring and court escort services in
the United Kingdom W sold our interest in this affiliate on July 2, 2003 for
approximately $80.7 mllion and recognized a pre-tax gain of approximtely $61.0
mllion. The follow ng table sunmarizes certain financial information pertaining
to this joint venture as of Decenber 29, 2002 and for the period from Decenber
30, 2002 through the date of sale of the UK joint venture on July 2, 2003 and
for the fiscal years ended Decenber 29, 2002 and Decenber 30, 2001 (in
t housands):

<Tabl e>
<Capti on>
2003 2002 2001
(000'S)
STATEMENT OF OPERATI ONS DATA
REVENUES. . . . $104, 080 $153, 533 $121, 163
Operating incone (10SS). ... (2,981) 7,992 7,557
NEet I NCOMB. . oottt e e e e e e $ 3,486 $ 11,264 $ 10,271
BALANCE SHEET DATA
CUrrent asSSelS. ...ttt e $ 85, 461
Noncurrent assSetsS........... ..., 302, 760
Current liabilities......... ... . .. 55, 695
Noncurrent liabilities......... ... ... . . . . . ... 331, 447
Sharehol ders' equity............... ... .. ... ... ....... $ 1,087
</ Tabl e>

Qur affiliates (50% owned), South African Custodial Services, Pty. Ltd. and
South African Managenent, Pty. Ltd., provide correctional and detention
facilities managenent in South Africa. The followi ng table summarizes certain
financial information pertaining to these South African unconsolidated foreign
affiliates, on a conbined basis, as of Decenber 28, 2003 and Decenber 29, 2002
and for the fiscal years ended Decenber 28, 2003, Decenber 29, 2002 and Decenber
30, 2001, respectively (in thousands).

<Tabl e>
<Capti on>
2003 2002 2001
(000" S)
STATEMENT OF OPERATI ONS DATA
REVENUES. o . o et e e e e e $37,278  $15,928 $ --
Qperating income (10SS). ... 11, 150 1,016 (1, 749)
Net inCOME (1 0SS) . ..o e $ 1,460  $(2,481) $(1,441)
BALANCE SHEET DATA
CUIreNt @SSl S. .ottt et e e $12,904 $ 6,426
Noncurrent assetsS............. i, 61, 557 47,125
Current liabilities..... . ... ... 4,461 1, 808
Noncurrent liabilities........ ... . .. . . . .. 69, 744 52,170
Sharehol ders' equity (deficit).......................... $ 256 $ (427)
</ Tabl e>

BUSI NESS REGULATI ONS AND LEGAL CONSI DERATI ONS

Certain states, such as Florida and Texas, deemcorrectional officers to be
peace officers and require our personnel to be |icensed and subject to
background investigation. State |law also typically requires correctiona
officers to neet certain training standards.

In addition, many governnental agencies are required to enter into a
conpetitive bidding procedure before awardi ng contracts for products or
services. The laws of certain jurisdictions may al so require us to award
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subcontracts on a competitive basis or to subcontract w th businesses owned by
worren or nenbers of mnority groups.

The failure to conply with any applicable laws, rules or regulations or the
| oss of any required |license could have a material adverse effect on our
busi ness, financial condition and results of operations.
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Furthernore, our current and future operations nay be subject to additiona
regul ations as a result of, ampng other factors, new statutes and regul ati ons
and changes in the manner in which existing statutes and regul ations are or may
be interpreted or applied. Any such additional regulations could have a materia
adverse effect on our business, financial condition and results of operations.

SHARE PURCHASE FROM GROUP 4 FALCK A/'S

On July 9, 2003 we purchased all 12 mllion shares of our commpbn stock
beneficially owed by Group 4 Falck, our forner 57% najority sharehol der, for
$132.0 million in cash pursuant to the terns of a share purchase agreenent,
dated April 30, 2003, by and anpbng us, G oup 4 Falck, our former parent conpany,
TWC, and Tuhnekcaw, Inc., an indirect wholly-owned subsidiary of Goup 4 Fal ck

The share purchase was negotiated by a special commttee conprised of
i ndependent nenbers of our board of directors and approved by the independent
directors on our board. The special conmittee retai ned i ndependent |egal and
financial advisors to assist It in the evaluation of the share purchase. The
special committee received a fairness opinion fromits independent financia
advi sor, stating that the consideration being paid in connection with the share
purchase was fair froma financial point of viewto our sharehol ders other than
Goup 4 Falck and its affiliates.

Under the terns of the share purchase agreenment, G oup 4 Falck, TWC and
Tuhnekcaw cannot, and cannot permt any of their subsidiaries to, acquire
benefici al ownership of any of our voting securities during a one-year
standstill period follow ng the closing of the share purchase. Imrediately
follow ng the conpletion of the share purchase, we had 9,289,252 nillion shares
of comon stock issued and out st andi ng.

Upon cl osing of the share purchase, an agreenent dated March 7, 2002
bet ween us, Group 4 Falck and TWC, which governed certain aspects of the
parties' relationship, was termnated and the two Group 4 Fal ck representatives
serving on our board of directors resigned. Al so termninated upon the closing of
the share purchase was a March 7, 2002 agreenent between us and Group 4 Fal ck
wherein Goup 4 Falck agreed to reinburse us for up to 10% of the fair narket
val ue of our interest in our UK joint venture in the event that litigation
related to the sale of TWC to Group 4 Falck were to result in a court order
requiring us to sell our interest in the joint venture to our partner, Serco
Investnents Limted, which we refer to as Serco. On July 2, 2003, we conpleted
the sale of our UK joint venture interest to Serco at a price of approximtely
$80.7 mllion, as determ ned by a panel of valuation experts. W recognized a
pre-tax gain on the sale of approximately $61.0 million during the third quarter
of 2003.

In addition, in connection with the share purchase, the Services Agreenent,
dat ed Cct ober 28, 2002, between us and TWC, which we refer to as the Services
Agreenent, term nated effective Decenber 31, 2003, and no further paynents for
peri ods thereafter are due fromus to Goup 4 Falck under the Services
Agreenent. Pursuant to the terms of the Services Agreement, G oup 4 Fal ck had
been schedul ed to provide us with infornmation systens related services through
Decenmber 31, 2004. We began handling those services internally begi nning January
1, 2004.

A subl ease for our former headquarters between TWC, as subl essor, and us,
as subl essee, also terminated ten days after the closing of the share purchase.
We rel ocated our corporate headquarters to Boca Raton, Florida on April 14,
2003.

AVAI LABI LI TY OF REPORTS AND OTHER | NFORVATI ON
Qur corporate website is |located at http://ww.thegeogroupi nc.com W have

nmade avail able on our website, free of charge, access to our Annual Report on
Form 10-K, Quarterly Reports on Form 10-Q Current Reports on Form 8-K, Proxy
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St at ement on Schedul e 14A and anendrments to those materials filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act of 1934 as
soon as reasonably practicable after we electronically submt such materials to
the SEC. In addition, the SEC s website is |ocated at http://ww. sec.gov. The
SEC nakes available on its website, free of charge, reports, proxy and

i nformati on statements, and other infornmation regarding issuers that file
electronically with the
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SEC. Information provided on our website or on the SEC s website is not part of
this Annual Report on Form 10-K

Rl SK FACTORS

The following are certain of the risks to which our business operations are
subj ect. Any of these risks could materially adversely affect our business,
financial condition, or results of operations. These risks could al so cause our
actual results to differ materially fromthose indicated in the forward-I| ooking
statements contained herein and el sewhere. The risks described bel ow are not the
only risks facing us. Additional risks not currently known to us or those we
currently deemto be immterial may also materially and adversely affect our
busi ness operati ons.

Rl SKS RELATED TO OUR H GH LEVEL OF | NDEBTEDNESS

OUR SI GNI FI CANT LEVEL OF | NDEBTEDNESS COULD ADVERSELY AFFECT OUR FI NANCI AL
CONDI TI ON AND PREVENT US FROM FULFI LLI NG OQUR DEBT SERVI CE OBLI GATI ONS

We have a significant amount of indebtedness. Qur total consolidated
| ong-term i ndebt edness as of Decenber 28, 2003 was $248.8 nmillion, excluding non
recourse debt of $43.9 million. In addition, as of Decermber 28, 2003, we had
$24.5 mllion outstanding in letters of credit under the revolving | oan portion
of our Senior Credit Facility. As a result, as of that date, we would have had
the ability to borrow an additional approximately $25.5 million under the
revol ving | oan portion of our Senior Credit Facility, subject to our satisfying
the rel evant borrow ng conditions under the Senior Credit Facility with respect
to the incurrence of additional indebtedness.

Qur substantial indebtedness could have inportant consequences. For
exanple, it coul d:

require us to dedicate a substantial portion of our cash flow fromoperations to
paynments on our indebtedness, thereby reducing the availability of our cash flow
to fund working capital, capital expenditures, and other general corporate

pur poses;

- limt our flexibility in planning for, or reacting to, changes in our
busi ness and the industry in which we operate;

- increase our vulnerability to adverse economic and industry conditions;

pl ace us at a conpetitive di sadvantage conpared to conpetitors that may
be | ess | everaged; and

- limt our ability to borrow additional funds or refinance existing
i ndebt edness on favorabl e terns.

If we are unable to neet our debt service obligations, we nay need to
reduce capital expenditures, restructure or refinance our indebtedness, obtain
additional equity financing or sell assets. W nmay be unable to restructure or
refi nance our indebtedness, obtain additional equity financing or sell assets on
satisfactory terms or at all. In addition, our ability to incur additiona
i ndebt edness will be restricted by the terns of our Senior Credit Facility and
the i ndenture governing our outstandi ng Notes.

DESPI TE CURRENT | NDEBTEDNESS LEVELS, WE MAY STILL | NCUR MORE | NDEBTEDNESS

VWH CH COULD FURTHER EXACERBATE THE RI SKS DESCRI BED ABOVE. FUTURE | NDEBTEDNESS
| SSUED PURSUANT TO OUR UNI VERSAL SHELF REGQ STRATI ON STATEMENT COULD HAVE

Rl GHTS SUPERI OR TO THOSE OF QOUR EXI STI NG OR FUTURE | NDEBTEDNESS.

The terms of the indenture governing the Notes and our Senior Credit
Facility restrict our ability to incur but do not prohibit us fromincurring
significant additional indebtedness in the future. In addition, we may refinance

36



GEO GROUP INC Filing Date: 12/28/03

all or a portion of our indebtedness, including borrow ngs under our Senior
Credit Facility, and incur nore indebtedness as a result. |If new indebtedness is
added to our and our subsidiaries' current debt levels, the related risks that
we and they now face could intensify. As of Decenber 28, 2003, we woul d have had
the ability to borrow an additional approximately $25.5 million under the

revol ving | oan portion of our Senior Credit Facility. Additionally, on January
28, 2004, our universal shelf registration statement on Form S-3 was decl ared
effective by the SEC. The universal shelf registration statenent provides for
the offer and sale by us, fromtine to tine, on a del ayed basis of up to $200.0
mllion aggregate amount of certain of our securities, including our debt
securities. Any
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i ndebt edness incurred pursuant to the universal shelf registration statenent
will be created through the issuance of these debt securities. Such debt
securities may be issued in nore than one series and sone of those series nmay
have characteristics that provide themw th rights that are superior to those of
ot her series of our debt securities that have already been created or that wll
be created in the future.

THE COVENANTS I N THE | NDENTURE GOVERNI NG THE NOTES AND OUR SENI OR CREDI T
FACI LI TY | MPOSE SI GNI FI CANT OPERATI NG AND FI NANCI AL RESTRI CTI ONS WHI CH MAY
ADVERSELY AFFECT OUR ABI LI TY TO OPERATE OUR BUSI NESS.

The i ndenture governing the Notes and our Senior Credit Facility inpose
significant operating and financial restrictions on us and certain of our
subsidiaries, which we refer to as restricted subsidiaries. These restrictions
limt our ability to, anbng other things:

- incur additional indebtedness;

- pay dividends and or distributions on our capital stock or repurchase,
redeemor retire our capital stock, prepay subordinated i ndebtedness and
make i nvestnents;

- issue preferred stock of subsidiaries;
- nmake certain types of investnents;

- guar antee other indebtedness;

- create liens on our assets;

- transfer and sell assets;

- create or pernmt restrictions on the ability of our restricted
subsidiaries to nake dividends or nmake other distributions to us;

- enter into sal e/l easeback transactions;
- enter into transactions with affiliates; and

- nerge or consolidate with another conpany or sell all or substantially
all of our assets.

These restrictions could limt our ability to finance our future operations
or capital needs, make acquisitions or pursue avail abl e business opportunities.
In addition, our Senior Credit Facility requires us to maintain specified
financial ratios and satisfy certain financial covenants, including maintaining
maxi mum seni or and total |everage ratios, a mnimmfixed charge coverage rati o,
a mnimmnet worth and a linmt on the ampbunt of our annual capita
expenditures. Sone of these financial ratios becone nore restrictive over the
life of the Senior Credit Facility. W may be required to take action to reduce
our indebtedness or to act in a manner contrary to our business objectives to
nmeet these ratios and satisfy these covenants. Qur failure to conply with any of
the covenants under our Senior Credit Facility and the indenture governing the
Notes coul d cause an event of default under such docunments and result in an
accel eration of all of our outstanding indebtedness. |If all of our outstanding
i ndebt edness were to be accelerated, we likely would not be able to
simul taneously satisfy all of our obligations under such indebtedness, which
woul d materially adversely affect our financial condition and results of
operations.

SERVI CI NG OUR | NDEBTEDNESS W LL REQUI RE A SI GNI FI CANT AMOUNT OF CASH. QOUR
ABI LI TY TO GENERATE CASH DEPENDS ON MANY FACTORS BEYOND OUR CONTROL

Qur ability to nake paynents on our indebtedness and to fund pl anned
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capital expenditures will depend on our ability to generate cash in the future.
This, to a certain extent, is subject to general economc, financial
conpetitive, legislative, regulatory and other factors that are beyond our
control

Qur business may not be able to generate sufficient cash flow from
operations or future borrowi ngs may not be available to us under our Senior
Credit Facility or otherwise in an anmount sufficient to enable us to pay our
i ndebt edness or new debt securities, or to fund our other liquidity needs. W
may need to refinance all or a portion of our indebtedness on or before
maturity. However, we nmay not be able to conpl ete such refinancing on
conmercially reasonable ternms or at all
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BECAUSE PORTI ONS OF OUR | NDEBTEDNESS HAVE FLOATI NG | NTEREST RATES, A GENERAL
| NCREASE | N | NTEREST RATES W LL ADVERSELY AFFECT CASH FLOWS

Qur Senior Credit Facility bears interest at a variable rate. To the extent
our exposure to increases in interest rates is not elimnated through interest
rate protection agreenents, such increases will adversely affect our cash fl ows.
We do not currently have any interest rate protection agreenments in place to
protect against interest rate fluctuations related to the Senior Credit
Facility. Qur estinmated total annual interest expense based on borrow ngs
out standi ng as of Decenber 28, 2003 is approximately $19.3 million, $3.0 mllion
of which is interest expense attributable to estinmated borrow ngs of $98.8
mllion currently outstanding under the Senior Credit Facility inclusive of
expect ed mandat ory paynents under the Senior Credit Facility. Additionally,
based on estimated borrow ngs under the Senior Credit Facility, inclusive of
expected mandatory paynents, a one percent increase in the interest rate
applicable to the Senior Credit Facility, will increase interest expense by $0.7
mllion.

In addition, effective Septenmber 18, 2003, we entered into interest rate
swap agreenents in the aggregate notional amount of $50.0 million. The
agreenents, which have paynent and expiration dates that coincide with the
paynment and expiration terns of the Notes, effectively convert $50.0 nmillion of
the Notes into variable rate obligations. Under the agreenments, we receive a
fixed interest rate paynment fromthe financial counterparties to the agreenents
equal to 8.25% per year calculated on the notional $50.0 mllion amount, while
we nake a variable interest rate payment to the sane counterparties equal to the
si x-nonth London Interbank Ofered Rate plus a fixed margin of 3.45% also
cal cul ated on the notional $50.0 million amunt. As a result, for every one
percent increase in the interest rate applicable to the swap agreements, our
total annual interest expense will increase by $0.5 million

WE DEPEND ON DI STRI BUTI ONS FROM OUR SUBSI DI ARI ES TO MAKE PAYMENTS ON OUR
| NDEBTEDNESS. THESE DI STRI BUTI ONS MAY NOT BE MADE

We generate a substantial portion of our revenues fromdistributions on the
equity interests we hold in our subsidiaries. Therefore, our ability to neet our
paynment obligations on our indebtedness is substantially dependent on the
ear ni ngs of our subsidiaries and the payment of funds to us by our subsidiaries
as dividends, |oans, advances or other paynents. Qur subsidiaries are separate
and distinct legal entities and are not obligated to make funds avail able for
paynment of our other indebtedness in the formof |oans, distributions or
ot herwi se. Qur subsidiaries' ability to make any such | oans, distributions or
ot her paynments to us will depend on their earnings, business results, the terns
of their existing and any future indebtedness, tax considerations and | egal or
contractual restrictions to which they may be subject. |If our subsidiaries do
not make such payments to us, our ability to repay our indebtedness will be
materially adversely affected. For the fiscal year ended Decenmber 28, 2003, our
subsi di ari es accounted for 27.9% of our consolidated revenues, and, as of
Decenber 28, 2003 our subsidiaries accounted for 22.0% of our consolidated tota
assets.

Rl SKS RELATED TO OUR BUSI NESS AND | NDUSTRY

OUR RESULTS OF OPERATI ONS ARE DEPENDENT ON REVENUES GENERATED BY OUR PRI SONS
AND DETENTI ON FACI LI TI ES, WHI CH ARE SUBJECT TO THE FOLLOW NG RI SKS ASSOCI ATED
W TH THE CORRECTI ONS AND DETENTI ON | NDUSTRY

W are subject to the term nation or non-renewal of our government
contracts, which could adversely affect our results of operations and liquidity,
including our ability to secure new facility managenment contracts from ot her
government custonmers. Governnmental agencies nmay ternminate a facility contract
at any tine w thout cause or use the possibility of termnation to negotiate a
| ower fee for per diemrates. They al so generally have the right to renew
facility contracts at their option. Notw thstandi ng any contractual renewal
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option, as of December 28, 2003, twenty-three of our facility managenent
contracts are scheduled to expire on or before January 2, 2005. These contracts
represented 44. 6% of our consolidated revenues for the year ended Decenber 28,
2003. Some of these contracts may not be renewed by the correspondi ng
government al agency. Additionally, four of our contracts, which represented
14. 0% of our consolidated revenues for the fiscal year ended Decenber 28, 2003
were not renewed in 2003 and
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term nated on their schedul ed expiration dates, all of which occurred prior to
March 1, 2004. We do not expect the |oss of these four contracts to affect our
ability to satisfy our financial obligations. Also, sone of our other contracts
schedul ed to expire after January 2, 2005 may not be renewed. See "Busi ness --
Facilities and Facility Management Contracts."” In addition, governmenta
agenci es may determ ne not to exercise renewal options with respect to any of
our contracts in the future. In the event any of our managenent contracts are
term nated or are not renewed on favorable terms or otherw se, we nay not be
able to obtain additional replacenent contracts. The non-renewal or term nation
of any of our contracts with governmental agencies could nmaterially adversely
af fect our financial condition, results of operations and liquidity, including
our ability to secure new facility managenent contracts from ot her gover nment
cust oners.

In Australia, the Departnent of Immgration, Milticultural and Indigenous
Affairs, which we refer to as DOMA, entered into a contract in 2003 with a
di vision of Goup 4 Falck for the management and operation of Australia's
immgration centers, services which we have provided since 1997 through our
Australian subsidiary. W transitioned the managenent and operation of the DIMA
centers to the division of Goup 4 Falck effective February 29, 2004. For the
year ended Decenber 28, 2003 DIM A represented approximately 9.9% of our
consol i dated revenues. W do not have any | ease obligations related to our
contract with DIMA. During 2003, we increased reserves approxi mately $3.6
mllion for liability insurance obligations related to the expiration of the
DI M A contract.

W will continue to be responsible for certain real property paynents even
if our underlying facility management contracts termnate, which could adversely
affect our profitability. Eleven of our facilities are | eased from Correctiona
Properties Trust, an independent, publicly-traded REIT which we refer to as CPV.
These | eases have an initial ten-year termw th varying renewal periods at our
option, and a total average remaining initial termof 4.6 years. The facility
managenent contracts underlying these | eases generally have a termranging from
one to five years, however, they are term nable by the governmental entity at
will. In the event that a facility managenent contract is term nated or expires
and is not renewed prior to the expiration of the corresponding | ease termfor
the facility, we will continue to be liable to CPV for the related | ease
paynments. Qur average annual obligations and aggregate total remaining
obligations for |ease paynents under the el even CPV | eases are approxi mately
$24.2 mllion and $116.0 million, respectively. Because these | ease payments
woul d not be offset by revenues froman active facility managenment contract,
they could represent a material ongoing loss. If we are unable to find a
repl acenent managenent contract or an alternative use for the facility, the | oss
could continue until the expiration of the |ease termthen in effect, which
could adversely affect our profitability.

For exanpl e, during 2000, our managenent contract at the 276-bed Jena
Juvenil e Justice Center in Jena, Louisiana was discontinued by the nutua
agreenment of the parties. Despite the discontinuation of the managenent
contract, we remain responsi ble for payments on our underlying | ease of the
inactive facility. We incurred an operating charge of $1.1 mllion during the
year ended Decenber 29, 2002 related to our |ease of the inactive facility that
represented the expected costs to be incurred under the |l ease until a subl ease
or alternative use could be initiated in early 2004. During 2003 parties that we
previously believed m ght sublease the facility prior to early 2004 either
i ndicated that they did not have an i mredi ate need for the facility or did not
enter into a binding conmtnrment for a sublease of the facility. As a result our
managenment determined that it was unlikely that we would subl ease the facility
or find an alternative correctional use for the facility prior to the expiration
of the provision for anticipated | osses through early 2004 and we incurred an
additional operating charge of $5.0 million during 2003. This additiona
operating charge both covers our anticipated | osses under the | ease for the
facility until a sublease is in place and provides us with an estinated di scount
to sublease the facility to prospective subl essees. W are continui ng our
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efforts to find a sublease or alternative correctional use for the facility. If
we are unable to sublease or find an alternative correctional use for the
facility prior to January 2006, an additional operating charge will be required.
As of Decenber 28, 2003, the remaining obligation on the Jena | ease through the
contractual term of 2009, exclusive of the reserve for |osses through early
2006, is approximately $7.0 mllion.
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Al so, our contract with the California Departnent of Corrections for the
management of the 224-bed McFarl and Comunity Corrections Center expired on
Decenmber 31, 2003. During the year ended Decenber 28, 2003, the contract for the
McFarl and facility represented | ess than 1% of our consolidated revenues. Even
though we are no | onger operating the McFarland facility, we will continue to be
responsi bl e for paynments on our underlying lease of the facility with CPV
t hrough 2008, when the |ease is scheduled to expire. W are actively pursuing
various alternatives for the facility, including finding an alternative
correctional use for the facility or subleasing the facility to agencies of the
federal and/or state governments or another private operator. |f we are unable
to find an appropriate correctional use for the facility or sublease the
facility, we may be required to record an operating charge related to a portion
of the future |lease costs with CPV in accordance with SFAS No. 146, "Accounting
for Costs Associated with Exit or Disposal Activities." The remaining | ease
obligation related to the McFarland facility is approximately $3.3 mllion
through April 28, 2008.

In addition, we own four properties on which we operate correctional and
detention facilities. Qur purchase of these properties during 2002 was financed
t hrough borrow ngs under our forner senior credit facility which have now been
i ncorporated into our Senior Credit Facility. In the event that an underlying
facility nmanagenent contract for one or nore of these properties termnates, we
woul d still be responsible for servicing the indebtedness incurred to purchase
those properties.

Qur growth depends on our ability to secure contracts to devel op and nanage
new correctional and detention facilities, the demand for which is outside our
control. Qur growth is generally dependent upon our ability to obtain new
contracts to devel op and nanage new correctional and detention facilities,
because contracts to nanage existing public facilities have not to date
typically been offered to private operators. Public sector demand for new
facilities nmay decrease and our potential for growh will depend on a number of
factors we cannot control, including overall economc conditions, crinme rates
and sentencing patterns in jurisdictions in which we operate governnental and
public acceptance of the concept of privatization and the nunber of facilities
avai l abl e for privatization.

The demand for our facilities and services could be adversely affected by
the relaxation of crimnal enforcenent efforts, leniency in conviction and
sentenci ng practices, or through the decrimnalization of certain activities
that are currently proscribed by crimnal |aws. For instance, any changes wth
respect to the decrimnalization of drugs and controll ed substances or a
| oosening of inmmigration |aws coul d affect the number of persons arrested,
convi cted, sentenced and incarcerated, thereby potentially reducing demand for
correctional facilities to house them Simlarly, reductions in crine rates
could lead to reductions in arrests, convictions and sentences requiring
i ncarceration at correctional facilities.

We nmay not be able to secure financing and desirable | ocations for new
facilities, which could adversely affect our results of operations and future
growmh. In certain cases, the devel opnent and construction of facilities by us
is subject to obtaining construction financing. Such financing may be obtai ned
through a variety of neans, including without linmtation, the sale of tax-exenpt
or taxabl e bonds or other obligations or direct governnental appropriations. The
sal e of tax-exenmpt or taxable bonds or other obligations may be adversely
af fected by changes in applicable tax | aws or adverse changes in the market for
t ax- exenpt or taxable bonds or other obligations.

Moreover, certain jurisdictions, including California, where we have a
significant amount of operations, have in the past required successful bidders
to nake a significant capital investrment in connection with the financing of a
particular project. If this trend were to continue in the future, we may not be
able to obtain sufficient capital resources when needed to conmpete effectively
for facility nmanagenent contacts. Additionally, our success in obtaining new
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awards and contracts may depend, in part, upon our ability to |ocate | and that
can be | eased or acquired under favorable terms. Ot herw se desirable | ocations
may be in or near popul ated areas and, therefore, may generate | egal action or
ot her fornms of opposition fromresidents in areas surrounding a proposed site.
Qur inability to secure financing and desirable locations for new facilities
could adversely affect our results of operations and future grow h.

We depend on a limted nunber of governnental custonmers for a significant
portion of our revenues. The loss of, or a significant decrease in business
from these customers could seriously harmour financia
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condition and results of operations. W currently derive, and expect to
continue to derive, a significant portion of our revenues froma |limted nunber
of governnental agencies. The loss of, or a significant decrease in, business
fromthe Bureau of Prisons, the Bureau of Inmgration and Custons Enforcenent,
which we refer to as BICE, or the U S. Mirshals Service or various state
agenci es could seriously harmour financial condition and results of operations.
The three federal governmental agencies with correctional and detention
responsibilities, the Bureau of Prisons, BICE and the Marshals Service,
accounted for approximately 24.9% of our total consolidated revenues for the
fiscal year ended December 28, 2003, with the Bureau of Prisons accounting for
approxi mately 10.4% of our total consolidated revenues for such period, the

Mar shal s Service accounting for approxinmately 9.0% of our total consolidated
revenues for such period and the BI CE accounting for approximately 5.5% of our
total consolidated revenues for such period. W expect to continue to depend
upon these federal agencies and a relatively small group of other governnenta
custonmers for a significant percentage of our revenues.

A decrease in occupancy |levels could cause a decrease in revenues and
profitability. Wile a substantial portion of our cost structure is generally
fixed, a significant portion of our revenues are generated under facility
managenent contracts which provide for per diem paynments based upon daily
occupancy. W are dependent upon the governnental agencies with which we have
contracts to provide inmates for our managed facilities. W cannot contro
occupancy |l evels at our managed facilities. Under a per diemrate structure, a
decrease in our occupancy rates could cause a decrease in revenues and
profitability. Wen conbined with relatively fixed costs for operating each
facility, regardless of the occupancy level, a decrease in occupancy |evels
could have a material adverse effect on our profitability.

Conpetition for inmates may adversely affect the profitability of our
busi ness. W conpete with government entities and other private operators on
the basis of cost, quality and range of services offered, experience in managi ng
facilities, and reputation of nmanagement and personnel. Barriers to entering the
mar ket for the management of correctional and detention facilities may not be
sufficient to limt additional conpetition in our industry. In addition, our
government custoners nmay assune the nanagenent of a facility currently nmanaged
by us upon the term nation of the correspondi ng managenent contract or, if such
customers have capacity at the facilities which they operate, they may take
inmates currently housed in our facilities and transfer themto governnent
operated facilities. Since we are paid on a per diembasis with no nininmm
guar ant eed occupancy under nost of our contracts, the |oss of such inmates and
resulting decrease in occupancy woul d cause a decrease in both our revenues and
our profitability.

We are dependent on governnment appropriations, which nay not be nmade on a
timely basis or at all. Qur cash flow is subject to the receipt of sufficient
funding of and timely payment by contracting governmental entities. If the
contracting governnmental agency does not receive sufficient appropriations to
cover its contractual obligations, it nay term nate our contract or delay or
reduce paynent to us. Any delays in paynent, or the term nation of a contract,
could have a material adverse effect on our cash flow and financial condition,
which may make it difficult to satisfy our paynent obligations on our
i ndebt edness, including the Notes and the Senior Credit Facility, in atinely
manner. In addition, as a result of, anmong other things, recent economc
devel opnents, federal, state and | ocal governnments have encountered, and may
continue to encounter, unusual budgetary constraints. As a result, a number of
state and | ocal governnents are under pressure to control additional spending or
reduce current |evels of spending. Accordingly, we may be requested in the
future to reduce our existing per diemcontract rates or forego prospective
increases to those rates. In addition, it may becone nore difficult to renew our
exi sting contracts on favorable terns or at all

Public resistance to privatization of correctional and detention facilities
could result in our inability to obtain new contracts or the | oss of existing
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contracts, which could have a material adverse effect on our business, financia
condition and results of operations. The nmanagenent and operation of
correctional and detention facilities by private entities has not achieved

conpl ete acceptance by either governnents or the public. Sone government al
agencies have limtations on their ability to delegate their traditiona
managenent responsibilities for correctional and detention facilities to private
conpani es and additional |egislative changes or prohibitions could occur that
further increase these limtations. In addition, the novenent toward
privatization of correctional and detention facilities has encountered

resi stance from
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groups, such as |abor unions, that believe that correctional and detention
facilities should only be operated by governmental agencies. Changes in doni nant
political parties could also result in significant changes to previously
established views of privatization. Increased public resistance to the
privatization of correctional and detention facilities in any of the markets in
which we operate, as a result of these or other factors, could have a materia
adverse effect on our business, financial condition and results of operations.

Adverse publicity may negatively inpact our ability to retain existing
contracts and obtain new contracts. Qur business is subject to public
scrutiny. Any negative publicity about an escape, riot or other disturbance or
percei ved poor conditions at a privately managed facility may result in
publicity adverse to us and the private corrections industry in general. Any of
these occurrences or continued trends may nake it nore difficult for us to renew
existing contracts or to obtain new contracts or could result in the term nation
of an existing contract or the closure of one of our facilities, which could
have a material adverse effect on our business.

We may incur significant start-up and operating costs on new contracts
before receiving rel ated revenues, which may inmpact our cash flows and not be
recouped. Wien we are awarded a contract to nmanage a facility, we may incur
significant start-up and operating expenses, including the cost of constructing
the facility, purchasing equi pment and staffing the facility, before we receive
any paynents under the contract. These expenditures could result in a
significant reduction in our cash reserves and may make it nmore difficult for us
to neet other cash obligations, including our payment obligations on the Notes
and the Senior Credit Facility. In addition, a contract may be term nated prior
to its schedul ed expiration and as a result we may not recover these
expenditures or realize any return on our investment.

Failure to conply with extensive governnent regul ation and uni que
contractual requirenments could have a material adverse effect on our business,
financial condition or results of operations. The industry in which we operate
is subject to extensive federal, state and |ocal regulations, including
educational, environnental, health care and safety regul ati ons, which are
adm ni stered by many regul atory authorities. Some of the regul ations are unique
to the corrections industry, and the conbination of regulations affects al
areas of our operations. Facility management contracts typically include
reporting requirements, supervision and on-site nonitoring by representatives of
the contracting governmental agencies. Corrections officers and juvenile care
workers are customarily required to nmeet certain training standards and, in sone
instances, facility personnel are required to be |licensed and are subject to
background i nvestigations. Certain jurisdictions also require us to award
subcontracts on a competitive basis or to subcontract w th businesses owned by
nmenbers of mnority groups. W nay not always successfully conply with these and
ot her regulations to which we are subject and failure to conply can result in
material penalties or the non-renewal or term nation of facility nanagenent
contracts. In addition, changes in existing regulations could require us to
substantially nodify the manner in which we conduct our business and, therefore,
could have a material adverse effect on us.

In addition, private prison managers are increasingly subject to governnent
| egislation and regul ation attenpting to restrict the ability of private prison
managers to house certain types of inmates, such as inmates from ot her
jurisdictions or inmates at nedium or higher security levels. Legislation has
been enacted in several states, and has previously been proposed in the United
St ates House of Representatives, containing such restrictions. Al though we do
not believe that existing legislation will have a material adverse effect on us,
future legislation may have such an effect on us.

Covernment al agencies may investigate and audit our contracts and, if any
i mproprieties are found, we may be required to refund amounts we have received,
to forego anticipated revenues and we nmay be subject to penalties and sanctions,
i ncl udi ng prohibitions on our bidding in response to Requests for Proposals, or
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RFPs, from governmental agencies to nanage correctional facilities. Governmenta
agencies we contract with have the authority to audit and investigate our
contracts with them As part of that process, governmental agencies may review
our performance of the contract, our pricing practices, our cost structure and
our conpliance with applicable | aws, regul ations and standards. For contracts
that actually or effectively provide for certain rei nbursenent of expenses, if
an agency deternines that we have inproperly allocated costs to a specific
contract, we may not be reinbursed for those costs, and we could be required
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to refund the amount of any such costs that have been reinbursed. If a
government audit asserts inproper or illegal activities by us, we may be subject
to civil and crimnal penalties and administrative sanctions, including

term nation of contracts, forfeitures of profits, suspension of paynments, fines
and suspension or disqualification fromdoing business with certain governnmenta
entities. Any adverse determ nation could adversely inpact our ability to bid in
response to RFPs in one or nore jurisdictions.

We nmay face community opposition to facility location, which may adversely
affect our ability to obtain new contracts. Qur success in obtaining new awards
and contracts sometines depends, in part, upon our ability to |ocate |and that
can be | eased or acquired, on economcally favorable terms, by us or other
entities working with us in conjunction with our proposal to construct and/or
manage a facility. Sone |ocations may be in or near popul ous areas and,
therefore, nay generate |egal action or other fornms of opposition fromresidents
in areas surrounding a proposed site. Wen we select the intended project site,
we attenpt to conduct business in comunities where |ocal |eaders and residents
general |y support the establishment of a privatized correctional or detention
facility. Future efforts to find suitable host conmunities may not be
successful. In many cases, the site selection is made by the contracting
governmental entity. In such cases, site selection may be made for reasons
related to political and/or econom c devel opnent interests and nay lead to the
sel ection of sites that have | ess favorabl e environnents.

Qur busi ness operations expose us to various liabilities for which we may
not have adequate insurance. The nature of our business exposes us to various
types of third-party legal clainms, including, but not limted to, civil rights
claims relating to conditions of confinement and/or nistreatnent, sexua
m sconduct cl ai ns brought by prisoners or detainees, medical mal practice claims,
clains relating to enploynent matters (including, but not limted to, enploynent
di scrimnation clainms, union grievances and wage and hour clains), property |oss
clainms, environnental claimnms, automobile liability claims, contractual clains
and clains for personal injury or other dammges resulting fromcontact with our
facilities, progranms, personnel or prisoners, including danages arising froma
prisoner's escape or froma disturbance or riot at a facility. In addition, our
managenent contracts generally require us to i ndemify the governnental agency
agai nst any damages to which the governnmental agency may be subject in
connection with such clains or litigation. W naintain insurance coverage for
these types of clains, except for clains relating to enpl oynent nmatters.
However, the insurance we nmaintain to cover the various liabilities to which we
are exposed may not be adequate. Any losses relating to matters for which we are
ei ther uninsured or for which we do not have adequate insurance could have a
materi al adverse effect on our business, financial condition or results of
operations. In addition, any losses relating to enploynent natters could have a
mat eri al adverse effect on our business, financial condition or results of
operations.

Clains for which we are insured arising fromour U S. operations that have
an occurrence date of October 1, 2002 or earlier are handled by TWC and are
fully insured up to an aggregate limt of between $25.0 million and $50.0
mllion, depending on the nature of the claim Wth respect to clains for which
we are insured arising fromour U S. operations that have an occurrence date of
Cct ober 2, 2002 or later, our coverage varies depending on the nature of the

claim For clains relating to general liability and autonobile liability, we
have a deductible of $1.0 mllion per claim primary coverage of $5.0 mllion
per claimfor general liability and $3.0 nillion per claimfor autonobile

l[iability (up to alimt of $20.0 nmillion for all clainms in the aggregate), and
excess/unbrel l a coverage of up to $50.0 million per claimand for all clainms in
the aggregate. For claims relating to medical mal practice at our correctiona
facilities, we have a deductible of $1.0 mIlion per claimand primary coverage
of $5.0 mllion per claimand for all clainms in the aggregate. For clains
relating to medical malpractice at our nental health facilities, we have a
deductible of $2.0 million per claimand primary coverage of up to $5.0 nillion
per claimand for all clains in the aggregate. The current professiona
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liability policy for our mental health facilities does not include tail coverage
for prior periods. For clains relating to workers' conpensation, we naintain
statutory coverage as determ ned by state and/or |ocal |aw and, as a result, our
coverage varies anong the various jurisdictions in which we operate.

Claims for which our joint venture in South Africa is insured arising from
its operations, are covered by policies with varying amounts of coverage
dependi ng on the nature of the claim Primary insurance in
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the anpbunt of ZAR50 million (approximately $7.5 million at Decernber 28, 2003) is
provided for general liability claims. This insurance contains a ZAR5 mllion
(approximately $0.8 mllion at Decenber 28, 2003) deductible. Excess insurance
is provided above the ZARSO million prinmary policy with limts up to ZAR250
mllion (approximately $37.3 mllion at Decenber 28, 2003). Medical mal practice
clains are insured up to ZAR14.7 mllion (approxinmately $2.2 mllion at Decenber
28, 2003) with a ZAR50, 000 deductible (approxi mately $7,500 at Decenber 28,
2003).

Claims for which we are insured arising fromoperations in Australia and
New Zeal and are covered by policies with varyi ng amounts of coverage dependi ng
on the nature of the claim For public liability claims, we maintain prinmary
i nsurance of AUD$5 million (approximately $3.7 mllion at Decenber 28, 2003)
wi th an AUD$250, 000 deductible (approximately $0.2 million at Decenber 28,
2003). Medical nmalpractice clains are insured up to AUD$10 nillion
(approximately $7.4 mllion at Decenber 28, 2003) with an AUD$1 mllion
deducti bl e (approximately $0.7 million at Decermber 28, 2003).

In addition, since the events of Septenber 11, 2001, and due to concerns
over corporate governance and recent corporate accounting scandals, liability
and other types of insurance have becone nore difficult and costly to obtain
Unanti ci pated additi onal insurance costs could adversely inpact our results of
operations and cash flows, and the failure to obtain or maintain any necessary
i nsurance coverage could have a nmaterial adverse effect on our business,
financial condition or results of operations.

We are defending a wage and hour lawsuit filed in California state court by
ten current and forner enployees. The enpl oyees are seeking certification of a
cl ass whi ch woul d enconpass all our current and forner California enployees in
certain selected posts. Discovery is underway and the court has yet to hear the
plaintiffs' certification notion. W are unable to estinate the potential |o0ss
exposure due to the current procedural posture of the lawsuit. Wile the
plaintiffs in this case have not quantified their claimof damages and the
outcome of the nmatters di scussed above cannot be predicted with certainty, based
on information known to date, our managerment believes that the ultinmate
resol ution of these matters, if settled unfavorably to us, could have a materia
adverse effect on our financial position, operating results and cash flows. W
are uni nsured for any damages or costs we may incur as a result of this |lawsuit,
i ncludi ng the expenses of defending the lawsuit. W are vigorously defending our
rights in this action.

We nay not be able to obtain or nmaintain the insurance | evels required by
our governnent contracts. Qur governnent contracts require us to obtain and
mai ntai n specified i nsurance | evels. The occurrence of any events specific to
our company or to our industry, or a general rise in insurance rates, could
substantially increase our costs of obtaining or maintaining the |evels of
i nsurance required under our government contracts. If we are unable to obtain or
maintain the required insurance |levels, our ability to win new governnent
contracts, renew governnent contracts that have expired and retain existing
government contracts could be significantly inpaired, which could have a
mat eri al adverse affect on our business, financial condition and results of
operations.

Qur international operations expose us to risks which could materially
adversely affect our financial condition and results of operations. W face
ri sks associated with our operations outside the U S. These risks include, anpbng
others, political and economic instability, exchange rate fluctuations, taxes,
duties and the laws or regulations in those foreign jurisdictions in which we
operate. In the event that we experience any difficulties arising from our
operations in foreign markets, our business, financial condition and results of
operations may be materially adversely affected. For the fiscal year ended
Decenmber 28, 2003, our international operations accounted for approximtely
21. 8% of our consolidated revenues.
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WE CONDUCT CERTAI N OF OUR OPERATI ONS THROUGH JO NT VENTURES, WHI CH MAY LEAD TO

DI SAGREEMENTS W TH CUR JO NT VENTURE PARTNERS AND ADVERSELY AFFECT OUR
I NTEREST I N THE JO NT VENTURES.

We conduct substantially all of our operations in South Africa through
joint ventures with third parties and may enter into additional joint ventures
in the future. Joint venture agreenents generally provide that the joint venture
partners wll

equal |y share voting control on all significant matters to cone
before the joint venture. Qur joint venture partners nmay have interests that are
different fromours which may result

in conflicting views as to the conduct of
the business of the joint venture. In the event that we
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have a di sagreenent with a joint venture partner as to the resolution of a
particul ar issue to conme before the joint venture, or as to the managenent or
conduct of the business of the joint venture in general, we may not be able to
resol ve such di sagreenent in our favor and such di sagreenent could have a

mat eri al adverse effect on our interest in the joint venture or the business of
the joint venture in general

WE ARE DEPENDENT UPON OUR SENI OR MANAGEMENT AND OUR ABI LI TY TO ATTRACT AND
RETAI' N SUFFI Cl ENT QUALI FI ED PERSONNEL

We are dependent upon the continued service of each nenmber of our senior
managenent team including George C. Zoley, our Chairnman and Chief Executive
Oficer, Wayne H Cal abrese, our Vice Chairman and President, and John G
O Rour ke, our Chief Financial Oficer. The unexpected | oss of any of these
i ndividuals could nmaterially adversely affect our business, financial condition
or results of operations. W do not naintain key-nman life insurance to protect
agai nst the |oss of any of these individuals.

In addition, the services we provide are |abor-intensive. Wen we are
awarded a facility managenent contract or open a new facility, we nmust hire
operating managenent, correctional officers and other personnel. The success of
our business requires that we attract, develop and retain these personnel. Qur
inability to hire sufficient qualified personnel on a tinmely basis or the |oss
of significant nunbers of personnel at existing facilities could have a nateria
ef fect on our business, financial condition or results of operations.

OUR PROFI TABI LI TY MAY BE MATERI ALLY ADVERSELY AFFECTED BY | NFLATI ON

Many of our facility managenment contracts provide for fixed managenent
fees or fees that increase by only small anpbunts during their terns. Wile a
substantial portion of our cost structure is generally fixed, if, due to
inflation or other causes, our operating expenses, such as costs relating to
personnel, utilities, insurance, nedical and food, increase at rates faster than
increases, if any, in our facility managenent fees, then our profitability could
be materially adversely affected.

VARI QUS RI SKS ASSOCI ATED W TH THE OAMNERSHI P OF REAL ESTATE MAY | NCREASE COSTS
EXPOSE US TO UNI NSURED LOSSES AND ADVERSELY AFFECT OUR FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

Qur ownership of correctional and detention facilities subjects us to
risks typically associated with investrments in real estate. Investnents in rea
estate, and in particular, correctional and detention facilities, are relatively
illiquid and, therefore, our ability to divest ourselves of one or nore of our
facilities pronmptly in response to changed conditions is limted. Investnents in
correctional and detention facilities, in particular, subject us to risks
i nvol ving potential exposure to environnental liability and uninsured |oss. Qur
operating costs may be affected by the obligation to pay for the cost of
conplying with existing environmental |aws, ordi nances and regul ations, as well
as the cost of conplying with future legislation. In addition, although we
mai ntai n i nsurance for nmany types of |osses, there are certain types of |osses,
such as | osses from earthquakes, riots and acts of terrorism which may be
ei ther uninsurable or for which it may not be economcally feasible to obtain
i nsurance coverage, in light of the substantial costs associated wi th such
i nsurance. As a result, we could | ose both our capital invested in, and
anticipated profits from one or nore of the facilities we own. Further, it is
possi bl e to experience |osses that may exceed the linmts of insurance coverage.

RI SKS RELATED TO FACI LI TY CONSTRUCTI ON AND DEVELCOPMENT ACTI VI TI ES MAY | NCREASE
OUR COSTS RELATED TO SUCH ACTI VI TI ES

VWhen we are engaged to perform construction and design services for a
facility, we typically act as the prinary contractor and subcontract wth other
conpani es who act as the general contractors. As primary contractor, we are
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subject to the various risks associated with construction (including, wthout
l[imtation, shortages of |abor and materials, work stoppages, |abor disputes and
weat her interference) which could cause construction delays. In addition, we are
subject to the risk that the general contractor will be unable to conplete
construction at the budgeted costs or be unable to fund any excess construction
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costs, even though we require general contractors to post construction bonds and
i nsurance. Under such contracts, we are ultimately liable for all late delivery
penal ti es and cost overruns.

THE RI SI NG COST AND | NCREASI NG DI FFI CULTY OF OBTAI NI NG ADEQUATE LEVELS OF
SURETY CREDI T ON FAVORABLE TERM5 CCULD ADVERSELY AFFECT OUR OPERATI NG RESULTS

We are often required to post performance bonds issued by a surety
conpany as a condition to bidding on or being awarded a facility devel opnent
contract. Availability and pricing of these surety comitnments is subject to
general market and industry conditions, anbng other factors. Recent events in
the econony have caused the surety market to becone unsettled, causi ng many
reinsurers and sureties to reevaluate their comitnent |evels and required
returns. As a result, surety bond prem unms generally are increasing. If we are
unable to effectively pass along the higher surety costs to our customers, any
increase in surety costs could adversely affect our operating results. In
addition, we may not continue to have access to surety credit or be able to
secure bonds economically, w thout additional collateral, or at the levels
required for any potential facility devel opment or contract bids. If we are
unable to obtain adequate | evels of surety credit on favorable ternms, we woul d
have to rely upon letters of credit under our Senior Credit Facility, which
woul d entail higher costs even if such borrow ng capacity was avail abl e when
desired, and our ability to bid for or obtain new contracts could be inpaired.

WE MAY NOT BE ABLE TO SUCCESSFULLY TRANSI TI ON KEY SERVI CES PREVI QUSLY PROVI DED
BY OUR FORVMER PARENT COVPANY, VH CH MAY ADVERSELY AFFECT OUR FI NANCI AL
RESULTS

We have historically been reliant upon TWC for various services including
payroll, tax, data processing, internal auditing, treasury, cash nanagenent,
i nsurance, information technol ogy and human resource services. During 2002, we
transitioned all of these services in-house with the exception of information
technol ogy support services, which TWC provided during 2003 for a fee of $1.8
mllion. In January 2004, we began handling our information technol ogy support
services internally. If we are unable to capably handl e any of these services
previously handled by TWC, or if we handle themless efficiently or on a nore
costly basis than what TWC charged us to handle them our financial results
could be adversely affected.

OUR FORMER | NDEPENDENT PUBLI C ACCOUNTANT, ARTHUR ANDERSEN LLP, HAS BEEN FOUND
QU LTY OF FEDERAL OBSTRUCTI ON OF JUSTI CE CHARCES, WHI CH MAY PREVENT | NVESTORS
N OQUR SECURI TI ES FROM EXERCI SI NG EFFECTI VE REMEDI ES AGAI NST SUCH FI RM I N ANY
LEGAL ACTI ON AND DELAY QUR ACCESS TO THE CAPI TAL MARKETS

Al t hough we di sm ssed Arthur Andersen in 2002 as our independent public
accountants and engaged Ernst & Young, LLP, our consolidated financia
statenments as of Decenber 30, 2001, and for the fiscal year then ended were
audi ted by Arthur Andersen LLP. On March 14, 2002, Arthur Andersen was indicted
on federal obstruction of justice charges arising fromthe federal governnment's
i nvestigation of Enron Corporation. On June 15, 2002, a jury returned with a
guilty verdict against Arthur Andersen following a trial. In light of the jury
verdict and the underlying events, on August 31, 2002 Arthur Andersen ceased
practicing before the SEC. However, certain of the information included in this
report is derived in part fromour consolidated financial statenments as of and
for the fiscal year ended December 30, 2001, which were audited by Arthur
Ander sen.

As a public conmpany, we are required to file with the SEC periodic
financial statements audited or reviewed by an independent public accountant,
i ncluding the financial statements we have filed with this report. The SEC has
said that it will continue accepting financial statenments audited by Arthur
Andersen on an interimbasis so long as a reasonable effort is nade to have
Arthur Andersen reissue its reports and to obtain a manually signed accountant's
report from Arthur Andersen. Arthur Andersen has inforned us that it is no
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| onger able to reissue its audit reports because both the partner and the audit
manager who were assigned to our account have left the firm In addition, Arthur
Andersen is unable to perform procedures to assure the continued accuracy of its
report on our audited financial statements included in this report. Arthur
Andersen will al so be unable to perform such procedures or to provide other

i nformati on or docunents that would custonmarily be received by us in connection

wi th financings or other
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transactions, including consents and "confort" letters. As a result, we may
encount er del ays, additional expense and other difficulties in future
financings. Any resulting delay in accessing or inability to access the public
capital markets could have a material adverse effect on our business, financia
condition or results of operations.

In addition, Statenent of Financial Accounting Standards No.
144 -- "Accounting for the Inpairment or Disposal of Long-Lived Assets" (SFAS
No. 144) addresses financial accounting and reporting for the inpairment or
di sposal of long-lived assets and the accounting and reporting provisions of
Accounting Principles Board Opi nion No. 30, "Reporting the Results of
Qperations -- Reporting the Effects of Disposal of a Segnent of a Business, and
Extraordi nary, Unusual, and Infrequently Cccurring Events and Transactions," for
the di sposal of a segnent of a business. SFAS 144 broadens the scope of defining
di sconti nued operations. Under the provisions of SFAS 144, the identification
and classification of a facility as held for sale or the ternmination of any of
our material facility managenent contracts, by expiration or otherw se, would
result in the classification of the operating results of such facility as a
di sconti nued operation, so long as the financial results can be clearly
identified, and so | ong as we do not have any significant continuing involvenent
in the operations of the conponent after the disposal or term nation
transaction. In the event that we have a discontinued operation in the future
that requires us to present discontinued operations for fiscal years audited by
Arthur Andersen, we would be required to have such fiscal years audited by
anot her accounting firmas Arthur Andersen is unable to reissue their audit
opi nion for those fiscal years. As a result, we may encounter del ays, additiona
expense and other difficulties in filing registration statenents for future
financings. Any resulting delay in accessing or inability to access public
mar kets coul d have a material adverse effect on our business, financia
condition or results of operations. In addition, any such required reaudit nmay
result in changes to our financial statenents for such fiscal years.

| TEM 2. PROPERTI ES

Formerly, we |eased our corporate headquarters office space in Pal m Beach
Gardens, Florida, from  TWC. Qur obligations under this | ease were term nated,
July 19, 2003, 10 days after the conpletion of the share purchase from G oup 4
Fal ck. In April 2003, we relocated our corporate offices to Boca Raton, Florida,
under a new 10-year lease. In addition, we |ease office space for our eastern
regional office in Pal mBeach Gardens, Florida; our central regional office in
New Braunfels, Texas; and for our western regional office in Carlsbad,
California. W also | ease office space for our Australian operations in Sydney,
Australia, and through our overseas affiliates, in Sandton, South Africa.

On April 28, 1998, CPV acquired eight correctional and detention facilities
that we operated. W previously had three comon nmenbers with CPV on each of our
respecti ve boards of directors. Effective Septenber 9, 2002, we decided with CPV
to no | onger have comon nenbers serving on our respective boards of directors.
CPV al so was granted the fifteen-year right to acquire and | ease back future
correctional and detention facilities devel oped or acquired by us. During fisca
years 1998, 1999 and 2000, CPV acquired three additional facilities for $109.4
mllion. There have been no purchase and sal e transacti ons between us and CPV
since the begi nning of 2001.

W | ease the following facilities from CPV under 10-year operating |eases:
(i) Aurora INS Processing Center; (ii) Broward County Wrk Rel ease Center; (iii)
Central Valley Community Correctional Facility; (iv) Desert View Conmunity
Correctional Facility; (v) Golden State Community Correctional Facility; (vi)
Jena Juvenile Justice Center; (vii) Karnes County Correctional Center; (viii)
Lawt on Correctional Facility; (ix) Lea County Correctional Facility; (x)
McFarl and Comunity Correctional Facility and (xi) Queens Private Correctiona
Facility. As the | ease agreenents are subject to contractual |ease increases, we
record operating | ease expense for these | eases on a straight-line basis over
the termof the |eases.
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We al so | ease fromother non-related parties the following facilities that
we manage: (i) Central Texas Parole Violator Facility; (ii) Coke County Juvenile
Justice Facility; (iii) North Texas Intermedi ate Sanction Facility; and (iv)
Western Region Detention Facility at San Di ego.
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W own a 72-bed private psychiatric hospital in Fort Lauderdal e, Florida,
whi ch we purchased and inproved in 1997.

Additionally, we own the follow ng correctional properties: (i) CGuadal upe
County Correctional Facility; (ii) Mchigan Youth Correctional Facility; (iii)
Rivers Correctional Institution; and (iv) Val Verde Correctional Facility. W
purchased these properties on Decenber 12, 2002 in connection with a refinancing
of our former operating lease facility, for an aggregate purchase price of
approximately $155.0 mllion. W have nortgaged these properties as security for
our borrow ngs under the senior Credit Facility.

| TEM 3. LEGAL PRCCEEDI NGS

We are defending a wage and hour lawsuit filed in California state court by
ten current and forner enployees. The enpl oyees are seeking certification of a
cl ass which woul d enconpass all our current and forner California enployees in
certain selected posts. Discovery is underway and the court has yet to hear the
plaintiffs' certification notion. W are unable to predict the ultinmate outcone
due to the current procedural posture of the lawsuit. Wiile the plaintiffs in
this case have not quantified their claimof damages and the outcone of the
matters di scussed above cannot be predicted with certainty, based on infornmation
known to date, our managerent believes that the ultinate resolution of these
matters, if settled unfavorably to us, could have a material adverse effect on
our financial position, operating results and cash flows. W are uninsured for
any damages or costs we may incur as a result of this lawsuit, including the
expenses of defending the lawsuit. W are vigorously defending our rights in
this action.

The nature of our business exposes us to various types of third-party |ega
clainms, including, but not limted to, civil rights clains relating to
conditions of confinenment and/or nmistreatnent, sexual nisconduct clains brought
by prisoners or detainees, nmedical malpractice claims, clains relating to
enpl oyment matters (including, but not linted to, enploynent discrimnation
clainms, union grievances and wage and hour clains), property |oss clains,
environnental clainms, automobile liability claims, contractual clains and cl ains
for personal injury or other damages resulting fromcontact with our facilities,
progranms, personnel or prisoners, including damages arising froma prisoner's
escape or froma disturbance or riot at a facility. In addition, our nanagenent
contracts generally require us to indemify the governnental agency agai nst any
danmages to whi ch the governnental agency nmay be subject in connection with such
clains or litigation. W naintain insurance coverage for these types of clains,
except for clains relating to enploynent natters for which we carry no
i nsurance. Except for any potential |osses related to the wage and hour matter
descri bed above, we do not expect the outcone of any pending | egal proceedings
to have material adverse effect on our financial condition, results of
operations or cash fl ows.

| TEM 4. SUBM SSI ON CF MATTERS TO A VOTE OF SECURI TY HOLDERS

At a special neeting on Novermber 18, 2003, our sharehol ders approved a
change in our corporate nanme from "Wackenhut Corrections Corporation” to "The
GEO Group, Inc." The nane change becane effective on Novenber 25, 2003, upon the
filing of an amendnent to our articles of incorporation with the Secretary of
State in the state of Florida, where we are incorporated. The nanme change was
requi red under the ternms of a share purchase agreenment signed by us on April 30,
2003, pursuant to which we purchased all 12 mllion shares of conmon stock held
by Group 4 Falck, our former mpjority sharehol der. Follow ng the nane change our
New York Stock Exchange ticker synmbol was changed to "GA@" and our comon stock
now trades under that synbol.

The following are the results of the two proposals voted on at the specia
neeting: proposal 1 to approve the name change -- 8,615,301 for, 28,810 agai nst
and 7,876 abstentions; and proposal 2 to adjourn the special neeting if there
were insufficient votes for a quorumto provide additional tine to solicit
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proxies -- 4,338,374 for, 3,139,968 against and 1,173,554 abstenti ons.
30
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PART 11
I TEM5. MARKET FOR OQUR COWON EQUI TY AND RELATED STOCKHOLDER MATTERS

Qur common stock trades on the New York Stock Exchange under the synbo
"Gd." The follow ng table shows the high and | ow prices for our comon stock
as reported by the New York Stock Exchange, for each of the four quarters of
fiscal years 2003 and 2002. The prices shown have been rounded to the nearest
$1/100. The approxi mate nunmber of sharehol ders of record as of February 18,
2004, was 154.

<Tabl e>
<Capti on>

2003 2002
QUARTER H GH LOW H GH LOW
Fir st . . $11. 32 $ 8.48 $17. 42 $13. 86
SECONd. . . ot 14. 74 8. 96 15. 95 13. 95
Third. . 19. 92 13.71 14. 90 10. 46
Fourt N. ... 22.40 17. 05 12. 60 10. 50
</ Tabl e>

We did not pay any cash dividends on our conmon stock for fiscal years 2003
and 2002. W intend to retain our earnings to finance the growth and devel opnent
of our business and do not anticipate paying cash dividends on our capital stock
in the foreseeable future. Future dividends, if any, will depend, anong ot her
things, on our future earnings, our capital requirements, our financia
condition and on such other factors as our board of directors nay consider
relevant. In addition, the indenture governing our Notes and the Senior Credit
Facility also place material restrictions on our ability to pay dividends, which
may further limt us from paying dividends.

On July 9, 2003 we purchased all 12 nmillion shares of our comon stock
beneficially owed by Group 4 Falck, our fornmer 57% najority sharehol der, for
$132.0 million in cash pursuant to the ternms of the share purchase agreenent.

We di d not buy back any of our common stock during 2002.
EQUI TY COVPENSATI ON PLAN | NFORVATI ON

The following table sets forth informati on about our common stock that may
be i ssued upon the exercise of options, warrants and rights under all of our
equi ty conpensation plans as of Decenber 28, 2003, including our 1994 Stock
Option Plan, our 1994 Second Stock Option Plan, our 1999 Stock Option Plan, and
our Non-Enpl oyee Director Stock Option Plan. Qur sharehol ders have approved al
of these pl ans.

<Tabl e>
<Capti on>
(A (B) (O
NUVBER OF SECURI TI ES
REMAI NI NG AVAI LABLE FOR
NUVBER OF SECURI Tl ES FUTURE | SSUANCE UNDER
TO BE | SSUED UPON \EI GHTED- AVERAGE EQUI TY COVPENSATI ON
EXERCI SE OF EXERCI SE PRI CE OF PLANS ( EXCLUDI NG
QUTSTANDI NG OPTI ONS, QUTSTANDI NG OPTI ONS, SECURI TI ES REFLECTED I N
PLAN CATEGORY WARRANTS AND RI GHTS WARRANTS AND RI GHTS COLUW (A)

Equi ty conpensation pl ans
approved by security
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holders.................... 1, 614, 374

Equi ty conpensation plans not
approved by security
holders.................... --

</ Tabl e>

RECENT SALES OF UNREGQ STERED SECURI TI ES

To facilitate the conpletion of the share purchase from G oup 4 Fal ck, on
July 9, 2003, we issued $150.0 m|lion aggregate principal anmount ten-year
in a private offering to
qualified institutional buyers under Rule 144A of the Securities Act.

8 1/ 4% senior notes, referred to as the Notes,
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Subsequent to the private offering of the Notes, we filed an S-4
registration statenent to register under the Securities Act of 1933 exchange
notes, referred to as the Exchange Notes having substantially identical terns as
the Notes. The registration statenent was declared effective by the SEC on
Novermber 10, 2003. We then conpl eted an exchange offer pursuant to the
registration statenent, in which holders of the Notes exchanged the Notes for
Exchange Notes which are generally freely tradable, subject to certain
exceptions.

| TEM 6. SELECTED FI NANCI AL DATA

The sel ected consolidated financial data should be read in conjunction with
our consolidated financial statements and the notes to the consoli dated
financi al statenents.
<Tabl e>
<Capti on>
FI SCAL YEAR ENDED: ( 1) 2003 2002 2001 2000

RESULTS OF OPERATI ONS:

Revenues............................ $ 617,490 100.0% $ 568,612 100.0% $ 562,073 100.0% $ 535,557 100. 0%
Operating income.................... 31, 756 5.1% 27,876 4. 9% 24,184 4. 3% 18,912 3. 5%
Net income.......................... $ 45, 268 7.3% $ 21,501 3.8% $ 19, 379 3.4% $ 16, 994 3.2%
EARNINGS PER SHARE -- BASIC......... $ 2.90 $ 1.02 $ 0.92 $ 0.81
EARNI NGS PER SHARE -- DI LUTED:...... $ 2.86 1.01 $ 0.91 $ 0. 80

BasicC....... .. ... 15,618 21, 148 21,028 21,110
Diluted........... ... ... ... ... ... 15, 829 21, 364 21, 261 21, 251
FI NANCI AL CONDI TI ON:

Current assetsS............ouiuui.nn $ 185, 646 $ 139, 583 $ 140, 132 $ 129, 637
Current liabilities................. 113, 349 74,994 72,245 73,636
Total assets........................ 507, 290 402, 658 242,023 223,571

Long-term debt, including current
portion (excluding non-recourse

debt). ... ... . 245,090 125, 000 -- 10, 000
Sharehol ders' equity................ 86, 959 152, 642 130, 361 127,164
OPERATI ONAL DATA:

Contracts/awards. ................... 44 59 61 57
Facilities in operation............. 39 59 59 51
Desi gn capacity of contracts........ 36, 243 39, 216 39, 965 39,944
Conpensat ed resident days(2)........ 11, 247, 270 10, 850, 003 11, 068, 912 10, 572,093
<Capti on>

FI SCAL YEAR ENDED: ( 1) 1999

RESULTS OF OPERATI ONS:

Revenues. . ... $ 438,484 100. 0%
Qperating inCome. . .........covuuunn. 26, 041 5. 9%
Net income.......................... $ 21, 940 5. 0%
EARNI NGS PER SHARE -- BASIC......... $ 1.01
EARNI NGS PER SHARE -- DI LUTED:...... $ 1.00

BasicC.......... ... . . i i, 21, 652
Diluted........... ... . ... 22,015
FI NANCI AL CONDI TI ON:

Current assetsS............uiuiuii.nn $ 134,893
Current liabilities................. 55,516
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Total assets........................ 204, 425
Long-term debt, including current
portion (excluding non-recourse

debt). .o 15, 000

Sharehol ders' equity................ 118, 684

OPERATI ONAL DATA:

Contracts/awards. ................... 56

Facilities in operation............. 50

Desi gn capacity of contracts........ 39, 930

Conpensat ed resi dent days(2)........ 9, 636, 099

</ Tabl e>

(1) Qur fiscal year ends on the Sunday cl osest to the cal endar year end.

(2) Compensated resident days are calculated as follows: (a) for per diemrate
facilities -- the nunber of beds occupied by residents on a daily basis
during the fiscal year; and, (b) for fixed rate facilities -- the design
capacity of the facility multiplied by the nunmber of days the facility was
in operation during the fiscal year. Anmounts exclude conpensated resident
days for United Kingdom and South African facilities.

(1) Does not include facilities for which we have been notified that the

management contract has not been renewed
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| TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND RESULTS
OF OPERATI ONS

| TEM 7A.  QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK
I NTRODUCT! ON

The foll owi ng di scussion and anal ysis provides information which our
managenent believes is relevant to an assessnent and understandi ng of our
consol idated results of operations and financial condition. This discussion
contai ns forward-1|ooki ng statenents that involve risks and uncertainties. CQur
actual results may differ materially fromthose anticipated in these
forward-1ooking statenents as a result of numerous factors including, but not
l[imted to, those described under Item 1 "Business -- Risks Related to Qur High
Level of I|ndebtedness, Risks Related to Qur Business and |Industry and
Forwar d- Looki ng Statements." The di scussion should be read in conjunction with
the consolidated financial statenents and notes thereto.

OVERVI EW

We are a | eading provider of governnment-outsourced services specializing in
the managenent of correctional, detention and nental health facilities. Qur
services primarily involve the outsourced managenent of correctional and
detention facilities for federal agencies and state and | ocal governnents. W
manage all aspects of a prison's operations, including security, food services,
wor k prograns, educational progranms and health services. In addition to
managenent services, we have the internal capability to design and devel op new
correctional facilities. W believe our expertise in operating correctiona
facilities conbined with our capabilities to design and develop facilities
strategically position us to win new contracts. Qur service offerings al so
i ncl ude the managenent of a state and a private nmental health hospital.

SHARE PURCHASE

On April 30, 2003, we entered into a share purchase agreenent with Gou 4
Falck A/S, our fornmer majority sharehol der which we refer to as Group 4 Fal ck
to purchase all 12,000, 000 shares of our common stock held by Group 4 Falck for
$132.0 million in cash. Goup 4 Falck obtained these shares when it acquired our
forner parent conpany, The Wackenhut Corporation, which we refer to as TWC, in
2002. W compl eted the share purchase on July 9, 2003.

RECENT FI NANCI NGS

In connection with the share purchase, we conpleted two financing
transactions on July 9, 2003. First, we anmended our forner senior credit
facility. The amended $150.0 million senior credit facility, which we refer to
as the Senior Credit Facility, consists of a $50.0 mllion, five-year revolving
credit facility, with a $40.0 million sub limt for letters of credit, and a
$100.0 mllion, six-year termloan. Second, we offered and sold $150.0 mllion
aggregate principal amunt of 8 1/4% seni or notes due 2013, which we refer to as
the Notes.

SALE OF CUR JO NT VENTURE | NTEREST I N PREM ER CUSTCDI AL GROUP LI M TED

On July 2, 2003, we sold our one-half interest in Prem er Custodial G oup
Limted, our United Kingdomjoint venture, which we refer to as PCG to Serco
Investments Limted, our former joint venture partner, which we refer to as
Serco, for approximately $80.7 mllion, on a pretax basis. Under the terns of
the indenture governing the Notes, we have an obligation to use the proceeds
fromthe sale of our interest in PCGto reinvest in certain permtted busi nesses
or assets, to repay indebtedness outstanding under the Senior Credit Facility or
to nmake an offer to repurchase the Notes.

LOSS OF CONTRACT W TH THE AUSTRALI A DEPARTMENT OF | MM GRATI ON, MJLTI CULTURAL
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AND | NDI GENOQUS AFFAI RS

In Australia, the Departnent of Inmmgration, Milticultural and Indigenous
Affairs, which we refer to as DIMA, entered into a contract in 2003 with a
di vision of Goup 4 Falck for the managenent and operation of Australia's
immgration centers, services which we have provided since 1997 through our
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Australian subsidiary. W transitioned the managenent and operation of the DIMA
centers to the division of Goup 4 Falck February 29, 2004. For the year ended
Decenber 28, 2003 DIM A represented approximately 9.9% of our consolidated
revenues. W do not have any | ease obligations related to our contract with
DIM A. During 2003, we increased reserves approximately $3.6 mllion for
liability insurance obligations related to the expiration of the DIMA contract.

NAMVE CHANGE

On Novenber 25, 2003, our corporate nane was changed from "Wackenhut
Corrections Corporation" to "The GEO Group, Inc." The name change was required
under the terns of the share purchase agreenent between us and G oup 4 Fal ck
referred to above. Under the terns of the share purchase agreenent, GEOis
required to cease using the name, trademark and service mark "Wackenhut" by July
9, 2004. In addition to achieving conpliance with the terns of the share
purchase agreenent, we believe that the change in our name to "The GEO G oup
Inc." will help reinforce the fact that we are no longer affiliated with TWC or
Goup 4 Falck or their related entities. Follow ng the name change, our New York
St ock Exchange ticker synmbol was changed to "G3@" and our common stock now
trades under that synbol .

RESULTS OF RE-BI DS ON MANAGEMENT CONTRACTS I N TEXAS

As a result of a re-hbidding process in Texas on several state managenent
contracts which expired in January 2004, we were recently awarded managenent
contracts by the Texas Department of Crimnal Justice for the continued
operation of two facilities which we currently operate -- the C evel and
Correctional Center facility and the Lockhart Secure Work Program Facility. W
were al so awarded the managenment contract to operate a new facility, the Sanders
Estes Correctional Center. However, our existing nmanagenment contracts to operate
the Wllacy State Jail and the John R Lindsey State Jail were not renewed.

Al t hough the net inpact of the Texas re-bid process will result in the overal

| oss of one managenent contract, we do not believe that this will have a
material inpact on our future financial performance. The contract awards becane
ef fective on January 16, 2004 and we began the operation of the Sanders Estes
Correctional Center on that date.

Rl GHTS AGREEMENT

On Cctober 9, 2003, we entered into a rights agreenent with Equi Serve Trust
Conpany, N. A, as rights agent. Under the ternms of the rights agreenent, each
share of our common stock carries with it one preferred share purchase right. If
the rights becone exercisable pursuant to the rights agreenent, each right
entitles the registered holder to purchase fromus one one-thousandth of a share
of Series A Junior Participating Preferred Stock at a fixed price, subject to
adjustrment. Until a right is exercised, the holder of the right has no right to
vote or receive dividends or any other rights as a shareholder as a result of
holding the right. The rights trade automatically with shares of our conmmon
stock, and may only be exercised in connection with certain attenpts to take
over our conpany. The rights are designed to protect the interests of our
conpany and our sharehol ders agai nst coercive takeover tactics and encourage
potential acquirors to negotiate with our board of directors before attenpting
takeover. The rights may, but are not intended to, deter takeover proposals th
may be in the interests of our sharehol ders.

a
at

SHELF REG STRATI ON STATEMENT

On January 28, 2004, our universal shelf registration statenent on FormS-3
was decl ared effective by the Securities and Exchange Comm ssion, which we refer
to as the SEC. The universal shelf registration statement provides for the offer
and sale by us, fromtine to tine, on a delayed basis, of up to $200.0 mllion
aggregat e amount of our common stock, preferred stock, debt securities,
warrants, and/or depositary shares. These securities, which nmay be offered in
one or nore offerings and in any conbination, will in each case be offered
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pursuant to a separate prospectus supplenment issued at the tinme of the
particular offering that will describe the specific types, anounts, prices and
terms of the offered securities. Unless otherw se described in the applicable
prospectus supplenent relating to the offered securities, we
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anticipate using the net proceeds of each offering for general corporate
pur poses, including debt repaynment, capital expenditures, acquisitions, business
expansi on, investnents in subsidiaries or affiliates, and/or working capital.

CRI TI CAL ACCOUNTI NG PCLI CI ES

Qur consolidated financial statements are prepared in conformty with
accounting principles generally accepted in the United States. As such, we are
required to make certain estimtes, judgnents and assunptions that we believe
are reasonabl e based upon the information avail able. These estimates and
assunptions affect the reported anpbunts of assets and liabilities at the date of
the financial statements and the reported anounts of revenues and expenses
during the reporting period. W routinely evaluate our estinates based on
hi stori cal experience and on vari ous other assunptions that our managenent
bel i eves are reasonabl e under the circunstances. Actual results may differ from
these estimates under different assunptions or conditions. |If actual results
significantly differ fromour estimtes, our financial condition and results of
operations could be nmaterially inpacted.

We believe that the accounting policies described below are critical to
under st andi ng our business, results of operations and financial condition
because they involve the nore significant judgments and estinates used in the
preparation of our consolidated financial statenents. W have discussed the
devel opnent, selection and application of our critical accounting policies with
the audit commttee of our board of directors, and our audit conmittee has
revi ewed our disclosure relating to our critical accounting policies in this
"Managenent's Di scussion and Anal ysis of Financial Condition and Results of
Qperations."

Q her significant accounting policies, primarily those with | ower |evels of
uncertainty than those discussed below, are also critical to understandi ng our
consol idated financial statenents. The notes to our consolidated financia
statenents contain additional information related to our accounting policies and
shoul d be read in conjunction with this discussion

REVENUE RECOGNI T1 ON

In accordance with Conm ssion Staff Accounting Bulletin No. 101, as anended
by Staff Accounting Bulletin No. 104, and related interpretations, facility
nmanagenment revenues are recogni zed as services are provided under facility
management contracts with approved governnent appropriations based on a net rate
per day per inmate or on a fixed nmonthly rate. Project devel opnment and design
revenues are recogni zed as earned on a percentage of conpletion basis neasured
by the percentage of costs incurred to date as conpared to estimated total cost
for each contract. This nethod is used because our nmanagenent considers costs
incurred to date to be the best avail abl e neasure of progress on these
contracts. Provisions for estimated | osses on unconpl eted contracts and changes
to cost estimates are made in the period in which we determ ne that such | osses
and changes are probable. Contract costs include all direct material and | abor
costs and those indirect costs related to contract performance. Changes in job
performance, job conditions, and estimated profitability, including those
arising fromcontract penalty provisions, and final contract settlenents may
result in revisions to estimated costs and i ncone, and are recognized in the
period in which the revisions are determ ned.

We extend credit to the governmental agencies contracted with and ot her
parties in the normal course of business as a result of billing and receiving
paynment for services thirty to sixty days in arrears. Further, we regularly
revi ew out st andi ng recei vabl es, and provide estimated | osses through an
al | owance for doubtful accounts. In evaluating the |evel of established
reserves, we nake judgnments regarding our custoners' ability to nmake required
payments, econom c events and other factors. As the financial condition of these
parties change, circunstances develop or additional infornmation becones
avai | abl e, adjustnents to the allowance for doubtful accounts nay be required.
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Property and Equi pnent
As of Decenber 28, 2003, we had approximately $201.5 mllion in long-Ilived
property and equi pnent. Property and equi pment are recorded at cost.
Depreciation is provided using the straight-line nethod over
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the estinmated useful |ife. Leasehold inprovenents are anortized on a
straight-line basis over the shorter of the useful life of the inprovenent or
the termof the | ease. W perform ongoi ng eval uations of the estimted usefu
lives of our property and equi pnent for depreciation purposes. The estinmated
useful life is determ ned and continually eval uated based on the period over
whi ch services are expected to be rendered by the asset. Miintenance and repair
itenms are expensed as incurred.

We review for inmpairnment of long-lived assets to be held and used whenever
events or changes in circunstances indicate that the carrying anmount of such
assets may not be fully recoverable. Determination of recoverability is based on
an estinate of undiscounted future cash flows resulting fromthe use of the
asset and its eventual disposition. Measurenent of an inpairnment |oss for
l ong-lived assets that nanagenent expects to hold and use is based on the fair
val ue of the asset. Long-lived assets to be disposed of are reported at the
| ower of carrying amount or fair value |less costs to sell. Qur management has
revi ewed our long-lived assets and determ ned that there are no events requiring
i mpai rment | oss recognition. Events that would trigger an inpairment assessnent
i nclude deterioration of profits for a business segnment that has |ong-1lived
assets, or when other changes occur which mght inpair recovery of long-lived
assets.

| ncone Taxes

Deferred tax assets and liabilities are recogni zed as the difference
bet ween t he book basis and tax basis of its net assets. At Decenber 28, 2003, we
had net deferred tax assets of approximately $16.8 nmillion. In providing for
deferred taxes, we consider tax regulations of the jurisdictions in which we
operate, estimates of future taxable incone and avail abl e tax pl anning
strategies. If tax regulations, operating results or the ability to inplenent
tax-planning strategies vary, adjustnments to the carrying value of deferred tax
assets and liabilities may be required.

Reserves for |nsurance Losses

Clains for which we are insured arising fromour U S. operations that have
an occurrence date of October 1, 2002 or earlier are handled by TWC and are
fully insured up to an aggregate limt of between $25.0 million and $50.0
mllion, depending on the nature of the claim Wth respect to clains for which
we are insured arising fromour U S. operations that have an occurrence date of
Cct ober 2, 2002 or later, our coverage varies depending on the nature of the

claim For clains relating to general liability and autonobile liability, we
have a deductible of $1.0 mllion per claim primary coverage of $5.0 mllion
per claimfor general liability and $3.0 nillion per claimfor autonobile

l[iability (up to alimt of $20.0 nmillion for all clainms in the aggregate), and
excess/unbrel l a coverage of up to $50.0 million per claimand for all clainms in
the aggregate. For claims relating to medical mal practice at our correctiona
facilities, we have a deductible of $1.0 mIlion per claimand primary coverage
of $5.0 mllion per claim(up to alimt of $5.0 mllion for all clainms in the
aggregate). For clains relating to nedical mal practice at our nental health
facilities, we have a deductible of $2.0 mIlion per claimand primary coverage
of up to $5.0 million per claimand for all clainms in the aggregate. The current
professional liability policy for our mental health facilities does not include
tail coverage for prior periods. For clainms relating to workers' compensati on,
we nmaintain statutory coverage as determ ned by state and/or |ocal |aw and, as a
result, our coverage varies anmpong the various jurisdictions in which we operate.
We carry no insurance for clains relating to enploynent matters. W also carry
various types of insurance with respect to our operations in South Africa,
Australia and New Zeal and. Because our insurance policies have high deductible
amounts, |osses are recorded as reported and a provision is nmade to cover | osses
i ncurred but not reported. Loss reserves are undi scounted and are conputed based
on i ndependent actuarial studies. W use judgments in assessing | oss estimates
that are based on actual claimanbunts and | oss devel opnent experience

consi dering historical and industry experience. If actual |osses related to
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i nsurance clainms significantly differ fromour estimtes, our financi al
condition and results of operations could be materially inpacted.
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RESULTS OF OPERATI ONS

The foll owi ng di scussion should be read in conjunction with our
consol i dated financial statenents and the notes to the consolidated financia
st at ement s.

FI SCAL 2003 COVPARED W TH 2002

Revenues increased by 8.6%to $617.5 nmillion in 2003 from $568.6 mllion in
2002. The strengthening of the Australian dollar by approximtely 20 percent
during 2003 resulted in approximately a $22.9 nmillion iIncrease in revenues.
Revenues al so increased approxinmately $14.8 nmillion as a result of the opening
of the Lawenceville Correctional Facility at the end of the first quarter 20083.
The remai nder of the increase was due to contractual adjustnments for inflation
slightly higher occupancy rates and i nproved terns negotiated into a nunber of
contracts. These increases were partially reduced by approximately $6.3 mllion
in 2003 conpared to 2002 due to the closure of the Bayanon Correctional Facility
and Sout hbay -- SVP

The nunber of conpensated resident days in donmestic facilities increased to
9.8 mllion in 2003 from9.2 mllion in 2002. The average facility occupancy in
donestic facilities was 100% of capacity in 2003 conpared to 98.5% in 2002.
Conpensat ed resident days in Australian facilities during 2003 decreased to 1.5
million from1.7 mllion for the conparable periods in 2002 primarily due to
| ower population levels at the inmgration and detention centers.

In Australia, the Departnent of Immgration, Milticultural and Indigenous
Affairs, which we refer to as DIMA, recently entered into a contract with a
di vision of Goup 4 Falck for the management and operation of Australia's
immgration centers, services which we have provided since 1997 through our
Australian subsidiary. We fully transitioned the nanagenent and operation of the
DIMA centers to the division of Goup 4 Falck effective February 29, 2004. For
the year ended Decenber 28, 2003, DIM A represented approxi mately 9.9% of our
consol i dated revenues.

Operating expenses increased by 7.2%to $532.4 mllion in 2003 conpared to
$496.5 mllion in 2002. As a percentage of revenues, operating expenses
decreased to 86.2%in 2003 from87.3%in 2002. The increase in operating expense
reflects an additional provision for operating | oss of approximately $5 mllion
during 2003 related to our inactive facility in Jena, Louisiana. During third
quarter 2003, parties that we previously believed m ght subl ease the Jena
facility prior to early 2004 either indicated that they did not have an
i medi ate need for the facility or did not enter into a binding commtnent for a
subl ease of the facility. As a result, we have determined that it is unlikely
that we will sublease the facility or find an alternative correctional use for
the facility prior to the expiration of the provision for anticipated |oss
through early 2004 and we have incurred an additional provision for operating
| oss. This additional operating charge both covers our anticipated | osses under
the lease for the facility until a sublease is in place and provides an
estimated discount to sublease the facility to prospective subl essees. W are
continuing our efforts to find a sublease or alternative correctional use for
the facility. If we are unable to sublease or find an alternative correctiona
use for the facility prior to January 2006, an additional operating charge will
be required. As of Decenber 28, 2003, the renaining obligation on the Jena | ease
through the contractual term of 2009, exclusive of the reserve for |osses
through early 2006, was approximately $7.0 mllion

The increase in operating expenses in 2003 also reflects increased costs of
approximately $3.5 mllion related to the transitioning of the DIMA contract to
the division of Goup 4 Falck, primarily related to liability insurance
expenses. We may incur additional costs related to the transition in the future.
We do not have any | ease obligations related to our contract with DIM A

I ncreased operating expenses in 2003 were also attributable to the opening
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of the Lawenceville Correctional Facility and the inpact of the stronger
Australian dollar offset by |l ower workers' conpensation and general liability
i nsurance expense and | ower | ease expense as a result of purchasing previously
| eased properti es.

Depreciation and anortization increased by 15.6%to $14.0 mllion in 2003
from$12.1 mllion in 2002. As a percentage of revenues, depreciation and
anortization increased to 2.3%in 2003 from2.1%in
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2002. This increase is primarily attributable to the purchase of previously
| eased facilities for approximately $155.0 million in Decenber 2002.

General and administrative expenses increased by 22.5%to $39.4 nmillion in
2003 from $32.1 mllion in 2002. As a percentage of revenues, general and
adm ni strative expenses increased to 6.4%in 2003 fromb5.7%in 2002. The
increase primarily relates to increased deferred conpensation costs for senior
executive conpensation agreenents as well as payments under enpl oynment
agreenments with certain key executives triggered by the change in control from
the sale of TWC in May 2002 as well as increased professional fees, directors
and officers' insurance and travel costs.

Operating incone increased by 13.9%to $31.8 mllion in 2003 from $27.9
mllion in 2002. As a percentage of revenues, operating incone increased to 5.1%
in 2003 from4.9%in 2002 due to the factors di scussed above.

Interest income increased 38.7%to $6.7 million in 2003 from$4.8 mllion
in 2002. This increase is primarily due to higher average invested cash
bal ances.

I nterest expense was $17.9 million in 2003 conpared to $3.7 mllion in
2002. This increase is attributable to the debt incurred to finance the purchase
of previously leased facilities for approximately $155.0 mllion in Decenber
2002. In addition, during 2003, we entered into the Senior Credit Facility and
i ssued the Notes.

We incurred a charge of approximately $2.0 nillion for the wite-off of
deferred financing fees related to the amendnment of our previous credit
agreement in July 2003.

On July 2, 2003, we sold our one-half interest in Prem er Custodial G oup
Limted, our United Kingdomjoint venture, which we refer to as PCG to Serco
Investments Limted, our former joint venture partner, which we refer to as
Serco, for approximately $80.7 mllion. W recognized a pre-tax gain of
approximately $61.0 mllion fromthe sale of PCG

Provision for incone taxes increased to $37.3 mllion in 2003 as conpared
to $12.7 mllion in 2002 primarily due to the tax effect on the gain on sale of
PCG in July 2003.

Equity in earnings of affiliates, net of income tax provision, decreased to
$3.0 mllion in 2003 as conmpared to $5.2 mllion in 2002 due to the sale of PCG

Net income increased to $45.3 million in 2003 from$21.5 nillion in 2002 as
a result of the factors descri bed above.

FI SCAL 2002 COMPARED W TH 2001

Revenues increased $6.5 million or 1.2%to $568.6 million in 2002 from
$562.1 mllion in 2001. The increase in revenues is the result of new facility
openings and increases in per diemrates offset by |ower construction revenues
and the closure of a nunber of facilities. Specifically, revenues increased
approximately $27.4 mllion in 2002 conpared to 2001 due to increased
conpensat ed resident days at a nunber of our donestic facilities, including, but
not limted to, the facilities opened in 2001, Val Verde Correctional Facility,
Del R o, Texas and the Rivers Correctional Institution, Wnton, North Carolina
and an overall increase in per diemrates. Revenues decreased by approxi mtely
$9.4 mllion in 2002 conpared to 2001 due to the decline in construction
revenues. Offsetting the increase, revenues were reduced by approximtely $11.5
mllion in 2002 conpared to 2001 due to the expiration of our contracts with the
Arkansas Board of Correction and Comrunity Puni shment in 2001 and the expiration
of the Bayanon Correctional Facility contract in June 2002.

The nunber of conpensated resident days in donestic facilities renained
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constant at 9.2 mllion for 2002 and 2001. Average facility occupancy in
donestic facilities increased to 98.5%in 2002 from97%in 2001. Conpensated
resident days in Australian facilities decreased to 1.7 mllion in 2002 from1.9
mllion in 2001 primarily due to | ower popul ation |evels at the inmgration and
detention centers. Average facility

38

77



GEO GROUP INC Filing Date: 12/28/03

occupancy in Australian facilities decreased to 91.4%in 2002 from94.3% i n
2001, based on a reduction of detainees at our immgration and detention
facilities.

Operating expenses decreased by 1.4%to $496.5 mllion in 2002 conpared to
$503.5 million in 2001. As a percentage of revenues, operating expenses
decreased to 87.3%in 2002 from89.6%in 2001. This decrease prinmarily reflects
the absence of $3.5 million in start-up costs related to the opening of the Va
Verde, Texas and Wnton, North Carolina facilities in 2001, as well as
approximately $9.2 mllion due to the conpletion of construction activities in
2001, and approxi mately $11.3 nillion due to the expiration of the contracts
with the Arkansas Board of Correction and Comunity Puni shnent and Bayanon
Correctional Facility and a decrease in expenses related to our operating |ease
facility, which was refinanced on Decenber 12, 2002. Al so during 2002, our
al | owance for doubtful accounts decreased approximately $0.9 million as a result
of charge-offs related to uncollectible accounts for receivables at our
psychi atric hospital. During 2002, we recogni zed approximately $1.4 mllion in
expense for uninsured |legal clainms, approximately $0.6 nmillion for reserves
related to certain contractual obligations and approximately $0.4 mllion
rel ated to performance penalties under certain of our operating contracts.
During 2001, we recogni zed approximately $0.3 million for uninsured | ega
clainms, approximately $0.1 milion for reserves related to certain contractua
obligations and approxinmately $0.3 million related to performance penalties
under certain of our operating contracts which had been provided for in 2000.
Additionally, there are a nunber of secondary factors contributing to operating
expenses in 2002 as conpared to 2001 which include the follow ng: |ease expense
for paynents made to CPV of $21.3 nmillion offset by $1.8 million in anpbrtization
of the deferred revenue fromthe sale of properties to CPV.

Duri ng 2000, our managenent contract at the 276-bed Jena Juvenil e Justice
Center in Jena, Louisiana was term nated by the rmutual agreenment of the parties.
Despite the discontinuation of the managenent contract, we remain responsible
for paynments on our underlying |lease of the inactive facility. W incurred
operating charges of $1.1 mllion and $3.0 mllion during fiscal years 2002 and
2001, respectively, related to our lease of the inactive facility that
represented the expected costs to be incurred under the |l ease until a subl ease
or alternative correctional use could be initiated. During 2003, parties that we
bel i eved m ght sublease the facility prior to early 2004 either indicated that
they did not have an imredi ate need for the facility or did not enter into a
bi nding conmitnent for a sublease of the facility. As a result, our managenent
determ ned that it was unlikely that we woul d sublease the facility or find an
alternative correctional use for the facility prior to the expiration of the
provision for anticipated | oss though early 2004 and we incurred an additiona
provi sion for operating charge of $5.0 mllion during 2003. This additiona
operating charge both covers our anticipated | osses under the | ease for the
facility until a sublease is in place and provides us with an estinated di scount
to sublease the facility to prospective subl essees. W are continui ng our
efforts to find a sublease or alternative correctional use for the facility. If
we are unable to sublease or find an alternative correctional use for the
facility prior to January 2006, an additional operating charge will be required.
As of Decenber 28, 2003, the remaining obligation on the Jena | ease through the
contractual term of 2009, exclusive of the reserve for l|osses through early
2006, is approximately $7.0 million

Depreci ation and anortization increased by 21.9%to $12.1 million in 2002
from$9.9 nmillion in 2001 due to the newy operational facilities in 2002, the
addition of the four facilities as a result of the refinancing of our operating
| ease facility and i ncremental depreciation due to assets acquired in our
devel opnent of the internal support structure previously provided by TWC. As a
percent age of revenues, depreciation and anortization increased to 2.1%in 2002
from1.8%in 2001.

General and admi nistrative expenses increased 31.6%to $32.1 million in
2002 from$24.4 mllion in 2001. As a percentage of revenues, general and
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admi ni strative expenses increased to 5.7%in 2002 from4.3%in 2001. The
increase was prinmarily driven by $1.9 mllion of paynents under enpl oynment
agreenments with certain key executives triggered by the change in control from
the sale of TWC as well as $0.6 mllion of expense due to an accel eration of the
retirement age under the senior executive deferred conpensation plans, also a
result of the sale of TWC. Ot her factors inpacting the increase were increased

| egal and professional fees of approximately $2.0 million, higher insurance
;osts of approximately $1.2 million and higher travel costs of approximtely

0.4 mllion.
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Rel ated party transactions occurred in the past in the normal course of
busi ness between us and TWC. Such transactions included the purchase of goods
and services and corporate costs for information technol ogy support, office
space and interest expense. Total related party transaction costs with TWC

excludi ng casualty insurance, were approximately $3.1 mllion and $3.2 mllion
in 2002 and 2001, respectively. Casualty insurance related to workers
conpensation, general liability and autonobile insurance coverage is provided

t hrough an independent insurer. Prior to October 2, 2002, the first $1.0 mllion
of coverage was reinsured by an insurance subsidiary of TWC. W paid TWC a fee
for the transfer of the deductible exposure. W paid casualty insurance prem unms
related to this program of approxinmately $18.0 mllion for coverage through the
end of the third quarter for the fiscal year ended Decenber 29, 2002, as
conpared to approximately $22.0 mllion for coverage during the full fiscal year
ended Decenber 30, 2001. Effective Cctober 2, 2002, we established a new

i nsurance programwith a $1.0 nmillion deductible per occurrence for covered
claims with an independent insurer. Prior to the establishment of the new high
deducti bl e policy, we had not recognized any expense related to self-insurance.
W recogni zed approximately $3.0 mllion of self-insurance expense for estinmated
| osses related to the high deductible policy during the fourth quarter of the
fiscal year ended Decenmber 29, 2002 related to this new program

Since January 1, 2003, the only services TWC has provided for us have been
i nformati on technol ogy support services, which they ceased providing on Decenber
31, 2003. We also fornerly |leased office space from TWC under a non-cancel abl e
operating | ease that expires February 11, 2011. On April 14, 2003, we relocated
our corporate headquarters to Boca Raton, Florida under a ten-year |ease for new
of fice space. Upon the conpletion of the share purchase with Goup 4 Falck in
July 2003, the |lease with TWC for our former corporate headquarters term nated
and we have no further obligations under that |ease. In addition, upon the
cl osing of the share purchase, an agreenment between us and G oup 4 Fal ck
whereby Group 4 Fal ck agreed to reinburse us for up to 10% of the fair market
val ue of our interest in PCG under certain circunstances, was term nated.

Qperating incone increased by 15.3%to $27.9 million in 2002 from $24.2
mllion in 2001. As a percentage of revenues, operating incone increased to 4.9%
in 2002 from4.3%in 2001 due to the factors inpacting contribution from
operations descri bed above.

Interest incone increased 12.1%to $4.8 million in 2002 from $4.3 nillion
in 2001. This increase is primarily due to higher average invested cash
bal ances.

I nterest expense increased slightly to $3.7 million in 2002 from $3.6
mllion in 2001 reflecting higher effective interest rates as a result of the
refinanci ng conpl eted on Decenber 12, 2002.

I ncome before income taxes and equity in earnings of affiliates, increased
to $28.9 million in 2002 from $24.9 million in 2001 due to the factors described
previously.

Provision for incone taxes increased to $12.7 million in 2002 from $9.7
mllion in 2001 due to the increase in inconme before i ncone taxes and a higher
effective tax rate. The higher effective tax rate reflects an increase in the
tax provision to provide for higher additional taxes due to the disall owance of
certain expenses resulting fromthe sale of TWC

Equity in earnings of affiliates, net of inconme tax provision, increased
23.7%to $5.2 million in 2002 from$4.2 mllion in 2001. Fiscal year 2001
reflects start-up costs associated with the opening of the 800-bed Dovegate
prison in the United Kingdom in July 2001, and the opening of the 150-bed
Dungavel House Inmigration Detention Centre in the United Ki ngdom in August
2001. Fiscal year 2002 reflects the full activation of these facilities offset
by start-up costs and phase-in |osses related to the 3,024-bed South African
prison, which opened in February 2002. Additionally, performance issues at the

80



GEO GROUP INC Filing Date: 12/28/03

Ashfield Facility negatively inmpacted 2002 results.

Net incone increased 10.9%to $21.5 million in 2002 from$19.4 million in
2001 as a result of the factors descri bed above.
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FI NANCI AL CONDI T1 ON
LI QUI DI TY AND CAPI TAL RESOURCES

Qur primary source of liquidity is cash flow from operati ons and borrow ngs
under the $50.0 mllion revolving portion of our Senior Credit Facility. W
expect that ongoing requirenments for debt service and capital expenditures wll
be funded fromthese sources. As of Decenber 28, 2003, we had $25.5 mllion
avai | abl e for borrowi ng under the revolving portion of our Senior Credit
Facility.

We incurred substantial indebtedness in connection with the share purchase.
As of December 28, 2003, we had $248.8 million of consolidated |Iong-term debt
out standi ng, excluding $43.9 mllion of non recourse debt. As of Decenber 28,
2003, we al so had outstanding el even letters of guarantee totaling approxi mtely
$6.7 mllion under separate international credit facilities. Qur significant
debt service obligations could, under certain circunstances, have materia
consequences for you. See "Risk Factors -- Risks Related to Qur Hi gh Level of
| ndebt edness. "

The Senior Credit Facility

The Senior Credit Facility consists of a $50.0 million, five-year revolving
|l oan, referred to as the Revolving Credit Facility, and a $100.0 mllion
six-year termloan, referred to as the Term Loan Facility. The Revolving Credit
Facility contains a $40.0 mllion sub limt for the issuance of standby letters
of credit. On February 20, 2004, we anended the Senior Credit Facility to, anong
ot her things, reduce the interest rates applicable to borrow ngs under the
Senior Credit Facility, give us the flexibility to nake certain informtion
technol ogy rel ated capital expenditures and provide us with additional tine to
rei nvest the proceeds fromthe sale of PCG At Decenber 28, 2003, we had
borrow ngs of $98.8 mllion outstanding under the Term Loan Facility, no anounts
out st andi ng under the Revolving Credit Facility, and $24.5 mllion outstanding
inletters of credit under the Revolving Credit Facility. As of March 5, 2004,
we had borrowi ngs of $97.5 million outstanding under the Term Loan Facility and
$7.5 mllion outstanding under the Revolving Credit Facility.

Al of the obligations under the Senior Credit Facility are unconditionally
guaranteed by each of our existing material donestic subsidiaries. The Seni or
Credit Facility and the rel ated guarantees are secured by substantially all of
our present and future tangi ble and intangi ble assets and all present and future
tangi bl e and intangi bl e assets of each guarantor, including but not limted to
(i) afirst-priority pledge of all of the outstanding capital stock owned by us
and each guarantor, and (ii) perfected first-priority security interests in al
of our present and future tangi ble and intangi bl e assets and the present and
future tangi ble and i ntangi bl e assets of each guarantor.

| ndebt edness under the Revolving Credit Facility portion of the Senior
Credit Facility bears interest at our option at the base rate plus a spread
varying fromO0.75%to 1.50% (dependi ng upon a | everage-based pricing grid set
forth in the Senior Credit Facility, or at the London inter-bank offered rate
("LIBOR') plus a spread, varying from2.00%to 2. 75% (dependi ng upon a
| everage-based pricing grid, as defined in the Senior Credit Facility).
Borrowi ngs under the Revolving Credit Facility currently bear interest at LIBOR
plus a spread of 2.5% The Term Loan Facility bears interest at our option at
the base rate plus a spread of 1.25% or at LIBOR plus a spread of 2.5%
Borrowi ngs under the Term Loan Facility currently bear interest at LIBOR plus
2.5% |If an event of default occurs under the Senior Credit Facility (i) al
LIBOR rate | oans bear interest at the rate which is 2.0%in excess of the rate
then applicable to LIBOR rate | oans until the end of the applicable interest
period and thereafter at a rate which is 2.0%in excess of the rate then
applicable to base rate loans, and (ii) all base rate | oans bear interest at a
rate which is 2.0%in excess of the rate then applicable to base rate | oans.
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The Senior Credit Facility contains financial covenants which require us to
maintain the followi ng ratios, as conputed at the end of each fiscal quarter for
the i medi ately preceding four quarter-period: a total |everage ratio equal to
or less than 3.50 to 1.00 through March 27, 2004, which reduces thereafter in
0.25 increnents to 2.50 to 1.00 on July 2, 2006 and thereafter; a senior secured
| everage ratio equal to or less than 1.75 to 1.00 through Septenber 25, 2004,
whi ch reduces thereafter to 1.50 to 1.00; and a fixed
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charge coverage ratio equal to or greater than 1.10 to 1.00. In addition, the
Senior Credit Facility prohibits us from maki ng capital expenditures greater
than $10.0 million in the aggregate during any fiscal year, provided that to the
extent that our capital expenditures during any fiscal year are |ess than the
$10.0 mllion limt, such anpbunt will be added to the maxi mum anount of capita
expenditures that we can nake in the follow ng year and further provided that
certain information technol ogy rel ated upgrades made prior to the end of 2005
wi Il not count against the annual limt on capital expenditures.

The Senior Credit Facility also requires us to maintain a m ni nrum net
worth, as conmputed at the end of each fiscal quarter for the i mediately
precedi ng four quarter-period, equal to $140.0 million, plus the anount of the
net gain fromthe sale of our interest in PCG which is approximtely $32.7
mllion, mnus the $132.0 mllion we used to conplete the share purchase from
Group 4 Fal ck, plus 50% of our consolidated net Incone earned during each ful
fiscal quarter ending after the date of the Senior Credit Facility, plus 50% of
the aggregate increases in our consolidated sharehol ders' equity that are
attributable to the issuance and sale of equity interests by us or any of our
restricted subsidiaries (excluding interconmpany issuances).

The Senior Credit Facility contains certain customary representations and
warranties, and certain custonmary covenants that restrict our ability to, anong
other things (i) create, incur or assune any indebtedness, (ii) incur liens,
(iii) make loans and investnents, (iv) engage in nergers, acquisitions and asset
sales, (v) sell our assets, (vi) make certain restricted paynments, including
decl ari ng any cash dividends or redeem or repurchase capital stock, except as
otherwi se permtted, (vii) issue, sell or otherw se dispose of our capita
stock, (viii) transact with affiliates, (ix) nake changes to our accounting
treatment, (x) anend or nodify the terms of any subordi nated indebtedness
(including the Notes), (xi) enter into debt agreenents that contain negative
pl edges on our assets or covenants nore restrictive than contained in the Senior
Credit Facility, (xii) alter the business we conduct, and (xiii) materially
i mpair our |enders' security interests in the collateral for our |oans. The
covenants in the Senior Credit Facility can substantially restrict our business
operations. See "Risk Factors -- Risks Related to Qur High Level of
| ndebt edness -- The covenants in the indenture governing the Notes and our
Senior Credit Facility inmpose significant operating and financial restrictions
whi ch may adversely affect our ability to operate our business."

Events of default under the Senior Credit Facility include, but are not
limted to, (i) our failure to pay principal or interest when due, (ii) our
materi al breach of any representations or warranty, (iii) covenant defaults,
(iv) bankruptcy, (v) cross default to certain other indebtedness, (vi)
unsatisfied final judgments over a threshold to be determined, (vii) materia
environnental clains which are asserted against us, and (viii) a change of
control

Seni or 8 1/ 4% Not es

To facilitate the conmpletion of the share purchase from Group 4 Fal ck, we
i ssued $150.0 million aggregate principal anpbunt ten-year 8 1/4% seni or notes,
referred to as the Notes, in a private offering to qualified institutiona
buyers under Rul e 144A of the Securities Act.

The Notes are general, unsecured, senior obligations. Interest is payable
sem -annual |y on January 15 and July 15 at 8.25% begi nning on January 15, 2004.
The Notes are governed by the terns of an Indenture, dated July 9, 2003, between
us and the Bank of New York, as trustee, referred to as the Indenture. Under the
terns of the Indenture, at any time on or prior to July 15, 2006, we may redeem
up to 35% of the Notes with the proceeds fromequity offerings at 108.25% of the
princi pal amount to be redeened plus the paynent of accrued and unpaid interest,
and any applicable |iquidated damages. Additionally, after July 15, 2008, we nay
redeem at our option, all or a portion of the Notes plus accrued and unpaid
interest at various redenption prices ranging from104.125%to 100.000% of the
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princi pal amount to be redeened, dependi ng on when the redenption occurs. The

I ndenture contains covenants that limt our ability to incur additiona

i ndebt edness, pay dividends or distributions on our common stock, or repurchase
our comon stock, or prepay subordi nated indebtedness. The Indenture also limts
our ability to issue preferred stock, nake certain types of investnments, nerge
or consolidate wi th another conpany,
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guar ant ee ot her indebtedness, create liens and transfer and sell assets. W were
in conpliance with all of the covenants of the Notes as of Decenber 28, 2003.
Under the terns of the indenture governing the Notes, we have an obligation to
use the proceeds fromthe sale of its interest in the UK joint venture in the
amount of $52.0 million by June 28, 2004 to reinvest in certain permtted

busi nesses or assets, to repay indebtedness outstandi ng under the anended seni or
credit facility or to nake an offer to repurchase the Notes.

The covenants in the Indenture can substantially restrict our business
operations. See "Ri sk Factors -- R sks Related to Qur High Level of
| ndebt edness -- The covenants in the indenture governing the Notes and our
Senior Credit Facility inmpose significant operating and financial restrictions
whi ch may adversely affect our ability to operate our business."

Subsequent to the private offering of the Notes, we filed an S-4
registration statenent to register under the Securities Act of 1933 exchange
notes, referred to as the Exchange Notes having substantially identical terns as
the Notes. The registration statenent was declared effective by the SEC on
Noverber 10, 2003. W then conpl eted an exchange offer pursuant to the
registration statenent, in which holders of the Notes exchanged the Notes for
Exchange Notes which are generally freely tradable, subject to certain
exceptions.

Q her Financing Activities

Ef fective Septenber 18, 2003, we entered into interest rate swap agreenents
in the aggregate notional anpunt of $50.0 million. W have designated the swaps
as hedges against changes in the fair value of a designated portion of the Notes
due to changes in underlying interest rates. Changes in the fair value of the
interest rate swaps will be recorded in earnings along with rel ated desi gnat ed
changes in the value of the Notes. The agreenments, which have paynment and
expiration dates and call provisions that coincide with the terms of the Notes,
effectively convert $50.0 million of the Notes into variable rate obligations.
Under the agreenments, we receive a fixed interest rate paynent fromthe
financial counterparties to the agreenents equal to 8.25% per year cal cul ated on
the notional $50.0 mllion anmbunt, while we nake a variable interest rate
paynment to the same counterparties equal to the six-nonth London | nterbank
Ofered Rate plus a fixed margin of 3.45% also calcul ated on the notional $50.0
mllion anount.

In connection with the financing and nanagenment of one Australian facility,
our wholly owned Australian subsidiary financed the facility's devel opnent and
subsequent expansion in 2003 with |long-term debt obligations, which are
non-recourse to us. W have consolidated the subsidiary's direct finance |ease
receivable fromthe state governnent and rel ated non-recourse debt each totaling
approximately $43.9 mllion and $31.4 million as of Decenber 28, 2003 and
December 29, 2002, respectively. As a condition of the loan, we are required to
maintain a restricted cash bal ance of approximately $3.7 mllion. The term of
the non-recourse debt is through 2017 and it bears interest at a variable rate
gquoted by certain Australian banks plus 140 basis points. Any obligations or
liabilities of the subsidiary are matched by a simlar or correspondi ng
conmitrment fromthe government of the State of Victoria.

Cash provided by operating activities in 2003, 2002 and 2001 was $21.3
mllion, $25.4 million, and $29.5 nmillion, respectively. 2003 cash provided by
operating activities was positively inpacted by an increase in accounts payable
and accrued expenses and other liabilities. The increase in accounts payable and
ot her accrued expenses is attributable to the increase in value of our
Australian subsidiary's accounts payabl e and accrued expenses due to an increase
in foreign exchange rates and an increase in reserves for self insurance. The
increase in other liabilities reflects an increase in the liability for the fair
mar ket val ue of our Australian subsidiary's interest rate swap and an increase
in certain pension obligations.
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Cash provided by operating activities in 2003 was negatively inpacted by an
increase in accounts receivable. The increase in accounts receivable is
attributable to the increase in value of our Australian subsidiary's accounts
recei vabl e due to an increase in foreign exchange rates, the addition of the
Lawenceville Facility and slightly higher nmonthly billings reflecting a genera
increase in facility occupancy |evels.

43

87



GEO GROUP INC Filing Date: 12/28/03

The $4.1 million decrease in cash provided by operating activities from
2001 to 2002 primarily reflects increases in accounts receivable and ot her
current assets and decreases in accounts payabl e and accrued expenses. These
were partially offset by higher net incone, depreciation expense and an increase
in other liabilities. The increase in other liabilities was primarily driven by
costs related to enpl oynment agreenents with certain key executives triggered by
the change in control of TWC as well as an accel eration of the retirenent age
under senior executive deferred conpensation plans, also a result of the sale of
TWC.

Cash provided by investing activities was $18.3 nmillion dollars in 2003.
Cash used in investing activities in 2002 and 2001 was $159.3 nmillion, and $3.9
mllion, respectively. Cash provided by investing activities in 2003 reflects
the gross proceeds fromthe sale of PCG offset by restricted cash and capita
expenditures in the normal course of business. Qur Senior Credit Facility allows
for the reinvestnent of the net proceeds of the sale of PCGinto certain
permtted investnments, as defined in the Senior Credit Facility, by June 28,
2004 or requires that we use the proceeds to pay down the termloan. In the
event we are unable to extend the requirenent to reinvest the proceeds in a
permtted i nvestment by June 28, 2004, we will be required to pay approxi mately
$52 million dollars on the Term Loan. Additionally during 2003, our wholly owned
Australian subsidiary financed the expansion of a facility with non recourse
debt. As a condition of the loan we are required to maintain a restricted cash
bal ance of approximately $3.7 mllion. The $155.4 nmillion increase in cash used
ininvesting activities from 2001 to 2002 is primarily due to the purchase by us
i n Decenber 2002 of four correctional properties in operation under our prior
operating lease facility. W acquired these four properties fromthe operating
| ease facility for an aggregate purchase price of approximtely $155.0 mllion

Cash used in financing activities was $17.2 mllion in 2003 and $11.2
[lion in 2001. Cash provided by financing activities in 2002 was $126.1
[1ion. Cash used in financing activities in 2003 reflects the sale of the
tes, and purchase of 12 nmillion shares of our commpn stock from Group 4 Fal ck
for $132.0 mllion. The $137.3 mllion increase in cash provided by financing
activities from 2001 to 2002 refl ects borrowi ngs under our former senior credit
facility.

m
i
No

Current cash requirenents consist of anpunts needed for working capital,
capi tal expenditures and supply purchases and investnments in joint ventures.
Sone of our nmanagenent contracts require us to nmake substantial initia
expendi tures of cash in connection with opening or renovating a facility. The
initial expenditures subsequently are fully or partially recoverable as
pass-t hrough costs or are billable as a conmponent of the per diemrates or
nmonthly fixed fees to the contracting agency over the original termof the
contract. However, we cannot assure you that any of these expenditures would, if
nmade, be recovered. Based on current estimates of our capital needs, we
anticipate that our capital expenditures will not exceed $12.0 million during
the next 12 nonths. W plan to fund these capital expenditures fromcash from
operations.

Qur managenent believes that cash on hand, cash flows from operati ons and
available Iines of credit will be adequate to support currently planned business
expansi on and various obligations incurred in the operation of our business,
both on a near and | ong-term basis.

Qur access to capital and ability to conpete for future capital-intensive
projects will be dependent upon, anong other things, our ability to neet certain
financial covenants in our Senior Credit Facility. A substantial decline in our
financial performance as a result of an increase in operational expenses
relative to revenue could Iimt our access to capital and have a nateria
adverse affect on our liquidity and capital resources and, as a result, on our
financial condition and results of operations.

CONTRACTUAL OBLI GATI ONS AND OFF BALANCE SHEET ARRANGEMENTS
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The following is a table of certain of our contractual obligations, as of
Decenmber 28, 2003, which requires us to nake paynments over the periods
present ed.

44

89



GEO GROUP INC Filing Date: 12/28/03

<Tabl e>
<Capti on>

PAYMENTS DUE BY PERI OD

LESS THAN MORE THAN
CONTRACTUAL OBLI GATI ONS TOTAL 1 YEAR 1-3 YEARS 3-5 YEARS 5 YEARS

(1' N THOUSANDS)

Long- Term Debt Oobligations......... $248, 750 $ 5,625 $15, 000 $29, 375 $198, 750
Qperating Lease Cbligations........ 163, 917 31, 403 62, 515 50, 939 19, 060
Non- Recourse Debt.................. 43, 861 1, 393 3, 309 4,105 35, 054
O her Long-TermLiabilities........ 12,717 1, 275 -- -- 11, 442
Total ... $469, 245 $39, 696 $80, 824 $84, 419 $264, 306
</ Tabl e>

At Decenber 28, 2003 we al so had outstanding el even |letters of guarantee
totaling approximately $6.7 million under separate international credit
facilities. W do not have any off bal ance sheet arrangenments or guarantees
whi ch woul d subject us to additional liabilities.

COWMM TMENTS AND CONTI NGENCI ES

Qur contract with the California Department of Corrections for the
managenment of the 224-bed McFarl and Comunity Corrections Center expired on
December 31, 2003. During the year ended December 28, 2003, the contract for the
McFarl and facility represented | ess than 1% of our consolidated revenues. Even
though we are no | onger operating the McFarland facility, we will continue to be
responsi bl e for payments on our underlying |lease of the facility with CPV
through April 2008, when the |ease is scheduled to expire. W are actively
pursui ng various alternatives for the facility, including finding an alternative
correctional use for the facility or subleasing the facility to agencies of the
federal and/or state governments or another private operator. If we are unable
to find an appropriate correctional use for the facility or sublease the
facility, we may be required to record an operating charge related to a portion
of the future |lease costs with CPV in accordance with SFAS No. 146, "Accounting
for Costs Associated with Exit or Disposal Activities." The remrmining | ease
obligation is approximately $3.3 mllion through April 28, 2008.

During 2000, our managenent contract at the 276-bed Jena Juvenile Justice
Center in Jena, Louisiana was discontinued by the mutual agreenent of the
parties. Despite the discontinuation of the nmanagenment contract, we renmain
responsi bl e for paynments on our underlying |lease of the inactive facility. W
incurred an operating charge of $1.1 mllion during the year ended Decenber 29,
2002, related to our | ease of the inactive facility that represented the
expected costs to be incurred under the lease until a sublease or alternative
use could be initiated in early 2004. During 2003 parties that we previously
bel i eved m ght sublease the facility prior to early 2004 either indicated that
they did not have an i medi ate need for the facility or did not enter into a
bi ndi ng conmitnent for a sublease of the facility. As a result our nanagenent
determned that it was unlikely that we woul d sublease the facility or find an
alternative correctional use for the facility prior to the expiration of the
provision for anticipated | osses through early 2004 and we incurred an
addi ti onal operating charge of 5.0 mllion during 2003. This additiona
operating charge both covers our anticipated | osses under the | ease for the
facility until a sublease is in place and provides us with an estimated di scount
to sublease the facility to prospective subl essees. W are continui ng our
efforts to find a sublease or alternative correctional use for the facility. If
we are unable to sublease or find an alternative correctional use for the
facility prior to January 2006, an additional operating charge will be required.
As of Decenber 28, 2003, the remaining obligation on the Jena | ease through the
contractual term of 2009, exclusive of the reserve for |osses through early
2006, is approximately $7.0 million
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In Australia, the Departnent of Immgration, Miulticultural and Indigenous
Affairs, which we refer to as DIMA, recently entered into a contract with a
di vision of Group 4 Falck for the nmanagenent and operation of Australia's
imm gration centers, services which we have provided since 1997 through our
Australian subsidiary. W transitioned the nmanagenent and operation of the DIMA
centers to the division of Goup 4 Falck effective February 29, 2004. For the
year ended Decenber 28, 2003 DIM A represented approximately 9.9% of our
consol i dated revenues. W do not have any | ease obligations rel ated
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to our contract with DIMA. During 2003, we increased reserves approximtely
$3.6 mllion for liability insurance obligations related to the expiration of
the DIM A contract.

| NFLATI ON

We believe that inflation, in general, did not have a material effect on
our results of operations during fiscal 2003, 2002 and 2001. While sone of our
contracts include provisions for inflationary indexing, inflation could have a
substantial adverse effect on our results of operations in the future to the
extent that wages and sal aries, which represent our |argest expense, increase at
a faster rate than the per diemor fixed rates received by us for our managenent
services. See "Risk Factors -- Qur profitability may be naterially adversely
affected by inflation."

MARKET RI SK

We are exposed to market risks related to changes in interest rates with
respect to our Senior Credit Facility. Monthly paynments under the Senior Credit
Facility are indexed to a variable interest rate. Based on borrow ngs
out standi ng under the Senior Credit Facility of $98.8 nmillion as of Decenber 28,
2003, for every one percent increase in the interest rate applicable to the
Senior Credit Facility, our total annual interest expense would increase by $1.1
mllion. Additionally, for every one percent increase in the interest rate
applicable to the $50.0 mllion swap agreenents on the Notes described above,
our total annual interest expense will increase by $0.5 mllion

We are al so exposed to market risks, related to fluctuations in foreign
currency exchange rates between the U S. dollar and the Australian dollar and
the South African rand currency exchange rates. Based upon the Conpany's foreign
currency exchange rate exposure at Decenber 28, 2003, every 10 percent change in
hi storical currency rates woul d have approximately a $3.0 mllion effect on our
financial position and approximately a $1.0 mllion inpact on our results of
operations over the next fiscal year.

We have entered into certain interest rate swap arrangenents fixing the
interest rate on our Australian non-recourse debt to 9.7% The difference
between the floating rate and the swap rate on these instrunents is recognized
in interest expense within the respective entity. Because the interest rates
with respect to these instrunments are fixed, a hypothetical 100 basis point
change in the current interest rate would not have a material inmpact on our
financial statenents.

Additionally, we invest our cash in a variety of short-termfinancia
instrunents. These instrunments generally consist of highly liquid investnents
with original maturities at the date of purchase of three nonths or less. Wile
these instruments are subject to interest rate risk, a hypothetical 100 basis
poi nt increase or decrease in market interest rates would not have a materia
i mpact on our financial statenents.

FORWARD- LOOKI NG STATEMENTS -- SAFE HARBOR

This report and the docunents incorporated by referenced herein contain
"forward-1| ooki ng" statements within the meaning of Section 27A of the Securities
Act of 1933, as anmended, and Section 21E of the Securities Exchange Act of 1934,
as anended. "Forward-I| ooking" statements are any statenents that are not based
on historical information. Statements other than statements of historical facts
included in this report, including, without Iimtation, statenments regardi ng our
future financial position, business strategy, budgets, projected costs and pl ans
and objectives of managenent for future operations, are "forward-I| ooking"
statenments. Forward-| ooking statenments generally can be identified by the use of
forward-| ooki ng term nol ogy such as "may," "will," "expect," "anticipate,"
"intend," "plan," "believe," "seek," "estimate" or "continue" or the negative of
such words or variations of such words and simlar expressions. These statenents
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are not guarantees of future performance and involve certain risks,
uncertainties and assunptions, which are difficult to predict. Therefore, actual
outcomes and results may differ materially fromwhat is expressed or forecasted
in such forward-I|ooking statenments and we can give no assurance that such
forward-| ooking statenents will prove to be correct. Inmportant factors that

coul d
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cause actual results to differ materially fromthose expressed or inplied by the
forward-| ooki ng statenents, or "cautionary statements," include, but are not
limted to:

- our ability to timely build and/or open facilities as planned, profitably
manage such facilities and successfully integrate such facilities into
our operations w thout substantial additional costs;

- the instability of foreign exchange rates, exposing us to currency risks
in Australia, New Zeal and and South Africa, or other countries in which
we may choose to conduct our business;

- an increase in | abor rates beyond that which was budgeted,;
- our ability to expand our correctional and nmental health services;

- our ability to win managerment contracts for which we have submtted
proposals and to retain existing managenent contracts;

- our ability to raise new project devel opment capital given the often
short-termnature of the custoners' commitnent to use newy devel oped
facilities;

- our ability to find customers for our Jena, Louisiana Facility and our
McFarl and, California Facility and/or to sub-lease or coordinate the sale
of the facilities with their owner, Correctional Properties Trust, which
we refer to as CPV,

- our ability to accurately project the size and growh of the domestic and
i nternational privatized corrections industry;

- our ability to estimate the governnent's level of utilization of
privatization;

- our ability to obtain future financing at conpetitive rates;

- our exposure to general liability and workers' conpensation insurance
costs;

- our ability to maintain occupancy rates at our facilities;

- our ability to nmanage health rel ated i nsurance costs and nedi ca
mal practice liability clains;

- the ability of our government custonmers to secure budgetary
appropriations to fund their payment obligations to us;

- our ability to effectively internalize functions and services previously
provi ded by The Wackenhut Corporation, our former parent conpany; and

- those factors disclosed under "R sk Factors" and el sewhere in this
report, including, without limtation, in conjunction with the
forward-| ooki ng statenents included in this report.

We undertake no obligation to update publicly any forward-I|ooking
statements, whether as a result of new information, future events or otherw se.
Al'l subsequent witten and oral forward-I|ooking statements attributable to us,
or persons acting on our behalf, are expressly qualified in their entirety by
the cautionary statements included in this report.
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| TEM 8. FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA
THE GEO GROUP, | NC.

CONSOLI DATED STATEMENTS OF | NCOVE
FI SCAL YEARS ENDED DECEMBER 28, 2003, DECEMBER 29, 2002, AND DECEMBER 30, 2001

<Tabl e>
<Capti on>
2003 2002 2001
(U.S. DOLLARS I N THOUSANDS,
EXCEPT PER SHARE DATA)

REVENUES. . . . .. $617, 490 $568, 612 $562, 073
OPERATI NG EXPENSES (i ncl udi ng ambunts related to The

Wackenhut Corporation (TWC) of 0, $17,973, and $21, 952)... 532, 376 496, 497 503, 547
DEPRECI ATI ON AND AMORTI ZATION. .. ..o 13,979 12,093 9,919
GENERAL AND ADM NI STRATI VE EXPENSES (i ncl udi ng anounts

related to TWC of $2,251, $3,105, and $3,117)............. 39, 379 32, 146 24,423
OPERATIING I NCONVE. . . oot e e e e e 31, 756 27,876 24,184
INTEREST INCOVE. . . .. e e e 6, 651 4,794 4,278
INTEREST EXPENSE. . . .o\ttt e e e et e e e e (17, 896) (3,737) (3,597)
WRI TE- OFF OF DEFERRED FI NANCI NG FEES FROM EXTI NGUI SHVENT OF

== (1, 989) -- --
GAIN ON SALE OF UK JONT VENTURE. . .. ... 61, 034 -- --
| NCOVE BEFORE | NCOVE TAXES AND EQUI TY I N EARNI NGS OF

AFFI LI ATES. .« . 79, 556 28,933 24, 865
PROVI SI ON FOR I NCOVE TAXES. . . .ottt e e e e e 37,274 12, 652 9, 706
| NCOVE BEFORE EQUI TY | N EARNI NGS OF AFFILIATES. ............. 42,282 16, 281 15, 159
EQUI TY I N EARNI NGS OF AFFI LI ATES, (net of incone tax

provi sion of $2,162, $3,000, and $2,698).................. 2,986 5,220 4,220
NET I NCOME. . .ot e e e $ 45, 268 $ 21,501 $ 19,379
EARNI NGS PER SHARE

BaST Gttt $ 290 $ 1.02 $ 0.92

Diluted: .. $ 2.86 $ 1.00 $ 0.91
VEI GHTED AVERAGE SHARES QUTSTANDI NG

BaSi Clt e 15, 618 21, 148 21,028

Diluted: . ... . 15, 829 21, 364 21, 261
</ Tabl e>

The acconpanying notes to consolidated financial statements are an integral part
of these statenents.
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THE GEO GROUP, | NC.

CONSCLI DATED BALANCE SHEETS
DECEMBER 28, 2003 AND DECEMBER 29, 2002

<Tabl e>
<Capti on>

ASSETS
CURRENT ASSETS
Cash and cash equivalents................. o iiiiiinennnn.. $ 62,817
Accounts receivable, |less allowance for doubtful accounts
of $1,227 and $1,644. .. .. . . . . ... 99, 715
Deferred income tax asset.............. .. 11, 839
[ 3T 11, 275
Total current assetsS............. ... 185, 646
RESTRICTED CASH. . . .. .. e e e e e 55, 794
PROPERTY AND EQUI PMENT, NET. .. .. ... .. 201, 515
| NVESTMENTS | N AND ADVANCES TO AFFILIATES. . ................. 6, 667
DEFERRED | NCOVE TAX ASSET. . .. .. e e 4, 980
DI RECT FI NANCE LEASE RECEI VABLE. . . ... ... .. .. . .. 42,379
OTHER NON CURRENT ASSETS. . . ..ttt i i 10, 309

CURRENT LI ABI LI TI ES

Accounts payable......... . .. $ 20, 347
Accrued payroll and related taxes......................... 15, 104
ACCTUBA EXPENSES. . .\ttt ittt e 69, 070
Current portion of deferred revenue....................... 1,811
Current portion of |long-termdebt and non-recourse debt... 7,107
Total current liabilities............ ... ... ... ... ... 113, 439
DEFERRED REVENUE. . . ... ..ot 6, 197
OTHER NONFCURRENT LIABILITIES. . ... e 18, 851
LONG TERM DEBT. . . . oottt ettt e e e e e e e e e e 239, 465
NON-RECOURSE DEBT. . .. oottt ettt e et e e 42,379

COVMM TMENTS AND CONTI NGENCI ES
SHAREHOLDERS' EQUI TY
Preferred stock, $.01 par value, 10,000,000 shares
aut hori zed, none issued or outstanding................. --
Conmon stock, $.01 par value, 30,000,000 shares
aut hori zed, 9,332,552 and 21, 245,620 shares issued and

outstanding, respectively.......... ... ... ... ... ... .. .. 93
Additional paid-in capital......... ... .. .. . . . i 64, 605
Retained earnings. . ...... ... 156, 605
Accunul ated other conprehensive loss...................... (2, 464)
Treasury stock (12,000,000 shares as of Decenber 28,

2008) . i (131, 880)

Total shareholders' equity........ ..., 86, 959

$ 507, 290
</ Tabl e>

123, 750
30, 866

212
63, 500
111, 337
(22, 407)
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The acconpanying notes to consolidated financial statenents are an integral part
of these bal ance sheets.
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THE GEO GROUP, | NC.

CONSOLI DATED STATEMENTS OF CASH FLOWS

FI SCAL YEARS ENDED DECEMBER 28, 2003, DECEMBER 29, 2002, AND DECEMBER 30, 2001

<Tabl e>
<Capti on>

CASH FLOW FROM OPERATI NG ACTI VI TI ES:
Net i NCOMB. ... ...
Adj ustnents to reconcile net incone to net cash provided
by operating activities
Depreci ation and anortization expense...................
Anortization of original issue discount and debt
I SSUANCE COSES. ..\ttt
Deferred tax benefit...... ... .. ... . . . . . . ..
Provision for doubtful accounts.........................
Equity in earnings of affiliates, net of tax............
Tax benefit related to enployee stock options...........
Gain on sale of UKjoint venture........................
Wite-off of deferred financing fees from extingui shnent
of debt. ..
Changes in assets and liabilities
(I'ncrease) decrease in assets
Accounts receivable......... .. ... . . ..
Qher current assets.............. ...
Other assetsS...........iiiiiiiiii e
Increase (decrease) in liabilities
Account s payabl e and accrued expenses.................
Accrued payroll and related taxes.....................
Deferred revenue. ............. i,
Qher liabilities......... .. ... .. ... .. .. ... .. ... ..

Net cash provided by operating activities.................

CASH FLOW FROM | NVESTI NG ACTI VI TI ES:
Investnents in and advances to affiliates.................
Repaynents of investnents in and advances to affiliates...
Proceeds fromthe sale of UK joint venture................
Increase in restricted cash........... ... .. ... ... ... ....
Capital expenditures. ........ ...
Net cash provided by (used in) investing activities.......

CASH FLOW FROM FI NANCI NG ACTI VI TI ES:
Proceeds fromlong-termdebt and non-recourse debt........
Debt issuance costs including original issue discount.....
Payments on long-termdebt.......... .. ... .. ... .. .
Proceeds fromthe exercise of stock options...............
Purchase of common stock................ .. ... .. ... ... ... ..

Net cash (used in) provided by financing activities.......

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUI VALENTS. . . ...

NET | NCREASE (DECREASE) | N CASH AND CASH EQUI VALENTS. .......
CASH AND CASH EQUI VALENTS, BEG NNING OF PERIOD. .. ...........

CASH AND CASH EQUI VALENTS, END OF PERIOD. .. .................

(U.S. DOLLARS | N THOUSANDS)

$ 45,268

1,025
(2, 986)

330
(61, 034)

1,989

(11, 066)
2,372
(884)

31, 803
(3, 348)
(1,891)
5, 793

193

80, 678
(55, 794)
(6, 821)

272,130
(11, 857)
(146, 250)

776

27,577
35, 240

$ 62,817

$ 21,501

12,093

(711)
2,368
(5, 220)
1,081

(6, 851)
(9, 048)
3,586

(3, 485)
3,936
(2, 673)
8, 777

127,981

(10, 859)
46, 099

$ 35,240

$ 19, 379

9,919

(670)
3, 636
(4, 220)

(3,219)
1,383

(414)
1,525
756

(3,192)
4,281

(10, 000)
397
(1,547)

$ 46, 099
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SUPPLEMENTAL DI SCLOSURES:

CASH PAI D DURI NG THE YEAR FOR:
Income taxes. ...........c.oovviinnn.

Interest.............. .. ... . ...,

</ Tabl e>

........................ $ 34,346 $ 5,589

$ 5,339

........................ $ 10,235 $ 525

$

479

The acconpanying notes to consolidated financial statenents are an integral part
of these statenents.
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THE GEO GROUP, | NC.

CONSCLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY
AND COWPREHENSI VE | NCOVE

FI SCAL YEARS ENDED DECEMBER 28, 2003, DECEMBER 29, 2002, AND DECEMBER 30, 2001

<Tabl e>
<Capti on>

BALANCE, DECEMBER 31, 2000. ..
Proceeds from stock options
exercised............
Tax benefit related to
enpl oyee stock options
Conmon stock repurchased and
retired..............
Conpr ehensi ve incone:
Net income............
Change in foreign currency

transl ation,

i ncome tax benefit

Curul ative effect of change
in accounting principle
related to affiliate's
derivative instrunents,
net of income tax benefit
of $8,062...........

Unreal i zed | oss on
derivative instrunments,
net of income tax benefit
of $303.............

Total conprehensive incone...

BALANCE, DECEMBER 30, 2001...
Proceeds from stock options
exercised.............
Tax benefit related to
enpl oyee stock options
Conpr ehensi ve i ncone:
Net income............
Change in foreign currency

transl ation,

incone tax expense of

M ni mum pension liability

adj ust nent ,

tax benefit of $302
Unreal i zed | oss on
derivative instrunents,
net of income tax benefit
of $1,688...........
Tot al conprehensive incone...

BALANCE, DECEMBER 29, 2002...

Proceeds from stock options
exercised.............

Purchase of conmmon stock

NUMBER
OF SHARES

21,013

86

AMOUNT

$ 210

ADDI Tl ONAL

PAI D-1 N
CAPI TAL

$61, 992

396

315

(1, 546)

ACCUMULATED
OTHER
RETAI NED  COVPREHENSI VE
EARNI NGS LCSS

$ 70, 457

(I'N THOUSANDS)

$ (5, 495)

(2, 780)

(12, 093)

2,230

(505)

(3, 290)

TREASURY STOCK

NUVBER
OF SHARES

(12, 000)

AMOUNT

(131, 880)

TOTAL
SHAREHOLDERS'
EQUI TY

$ 127, 164

397

315

(1, 547)

152, 642

776
(132, 000)
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Tax benefit related to

enpl oyee stock options..... -- -- 330 -- -- -- -- 330
Conpr ehensi ve i ncone:
Net income................. -- -- -- 45, 268 .- o - .-

Change in foreign currency

transl ation, net of

i ncone tax expense of

$5,127. .. -- -- -- -- 8, 020 -- --
M ni mum pension liability

adj ustment, net of incone

tax benefit of $190...... -- -- -- -- (263) -- --
Unreal i zed | oss on

derivative instrunents,

net of income tax benefit

of $476.................. -- -- -- -- (1,112) -- --
Recl assi fi cation adj ustnent

for losses on UK interest

rate swaps included in

net incone related to the

sal e of the UK joint

venture.................. -- -- -- -- 13, 298 -- --
Tot al conprehensive incone... -- -- -- -- -- - - -- 65, 211
BALANCE, DECEMBER 28, 2003... 9, 333 $ 93 $64, 605 $156, 605 $ (2,464) (12, 000) $(131, 880) $ 86,959
</ Tabl e>

The acconpanying notes to consolidated financial statenents are an integral part
of these statenents.
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NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

FOR THE FI SCAL YEARS ENDED DECEMBER 28, 2003, DECEMBER 29, 2002, AND DECEMBER
30, 2001

1. CGENERAL

The GEO Group, Inc., a Florida corporation, formerly known as Wackenhut
Corrections Corporation and subsidiaries (the "Conpany") is a |eading devel oper
and nmanager of privatized correctional, detention and public sector nenta
health services facilities located in the United States, Australia, South
Africa, and New Zealand. Until July 9, 2003, the Conpany was a najority owned
subsi diary of The Wackenhut Corporation, ("TWC'). TWC previously owned 12
mllion shares of the Company's comon stock

On May 8, 2002, TWC consunmated a nmerger with a wholly owned subsi diary of
Goup 4 Falck A/S ("Group 4 Fal ck"”) a Danish multinational security and
correctional services conpany. As a result of the merger, Group 4 Falck acquired
TWC and becane the indirect beneficial owner of 12 million shares of the
Company.

On July 2, 2003, the Conpany sold its 50%interest in its United Kingdom
joint venture, Premer Custodial Goup Limted for approximately $80.7 mllion
and recogni zed a pre-tax gain of approximately $61.0 million

On July 9, 2003, the Company purchased all 12 nillion shares of the its
conmon stock, par value $0.01, beneficially owned by Goup 4 Falck for $132
mllion in cash pursuant to the terns of a share purchase agreenent.

2. SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES
FI SCAL YEAR

The Conpany's fiscal year ends on the Sunday cl osest to the cal endar year
end. Fiscal years 2003, 2002 and 2001 each included 52 weeks.

BASI S OF FI NANCI AL STATEMENT PRESENTATI ON

The consolidated financial statenents include the accounts of the Conpany
and its subsidiaries. Investnents in 50 percent owned affiliates are accounted
for under the equity nethod. All significant interconpany transactions and
bal ances between the Conpany and its subsidiaries have been elimnated in
consolidation. Certain reclassifications of the prior year's financia
statenments have been made to conformto the current year's presentation.

USE OF ESTI MATES

The preparation of consolidated financial statements in conformty wth
accounting principles generally accepted in the United States requires
management to make estinmates and assunptions that affect the reported ampunts of
assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statenents and the reported anpbunts of revenues and
expenses during the reporting period. The Conpany's significant estimates
i nclude all owance for doubtful accounts, construction cost estinmates, enployee
def erred conpensation accruals, reserves for insurance and |egal, the reserve
related to the Jena Facility and certain reserves required under its operating
contracts. Wiile the Conpany believes that such estimates are fair when
consi dered in conjunction with the consolidated financial statenents taken as a
whol e, the actual ampunts of such estimates, when known, will vary fromthese
esti mat es.

FAI R VALUE OF FI NANCI AL | NSTRUMENTS

The carrying value of cash and cash equival ents, accounts receivable,
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accounts payabl e and accrued expenses approximate their fair value due to the
short maturity of these itens. The carrying value of the Conpany's long-term
debt related to its Senior Credit Facility (See Note 4) and non-recourse debt
approxi mates fair value based on the variable interest rates on the debt. For
the Conpany's 8 1/4% Seni or
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Unsecured Notes, the carrying value and fair val ue based on quoted market rates
was $150.0 million and $160.1, respectively, at Decenber 28, 2003.

CASH AND CASH EQUI VALENTS

The Conpany cl assifies as cash equivalents all interest-bearing deposits or
investments with original maturities of three nonths or |ess.

ACCCOUNTS RECEI VABLE

The Conpany extends credit to the governnental agencies contracted with and
other parties in the normal course of business as a result of billing and
recei ving paynent for services thirty to sixty days in arrears. Further, the
Conpany regul arly revi ews outstandi ng receivables, and provide estinated | osses
t hrough an al |l owance for doubtful accounts. In evaluating the |evel of
establ i shed reserves the Conpany nakes judgnents regarding its customers
ability to make required paynents, econom c events and other factors. As the
financial condition of these parties change, circunstances devel op or additiona
i nformati on becomes avail able, adjustments to the all owance for doubtfu
accounts may be required.

I NVENTORI ES

Food and supplies inventories are carried at the | ower of cost or nmarket,
on a first-in first-out basis and are included in "other current assets" in the
acconpanyi ng consol i dat ed bal ance sheets. Uniforminventories are carried at
anortized cost and are anortized over a period of eighteen nonths. The current
portion of unanortized uniforms is included in "other current assets." The
long-termportion is included in "other assets" in the acconpanying consol i dated
bal ance sheets.

PROPERTY AND EQUI PMENT

Property and equi pnent are stated at cost, |ess accunul ated depreciation.
Mai nt enance and repairs are expensed as incurred. Depreciation is conputed using
the straight-line method over the estimated useful lives of the related assets.
Accel erat ed nmet hods of depreciation are generally used for incone tax purposes.
Leasehol d i nprovenents are anortized on a straight-line basis over the shorter
of the useful life of the inprovenent or the termof the lease. Interest is
capitalized in connection with the construction of correctional and detention
facilities. Capitalized interest is recorded as part of the asset to which it
relates and is anortized over the asset's estimated useful life. No interest
cost was capitalized in 2003 or 2002.

| MPAI RVENT OF LONG LI VED ASSETS

The Conpany reviews for inpairnment of long-lived assets to be held and used
whenever events or changes in circunstances indicate that the carrying anmount of
such assets may not be fully recoverable. Determnation of recoverability is
based on an estimate of undi scounted future cash flows resulting fromthe use of
the asset and its eventual disposition. Measurenent of an inpairnent [oss for
l ong-lived assets that nanagenent expects to hold and use is based on the fair
val ue of the asset. Long-lived assets to be disposed of are reported at the
| ower of carrying amount or fair value |less costs to sell. Management has
revi ewed the Conpany's long-lived assets and determ ned that there are no events
requiring inpairment |oss recognition. Events that would trigger an inmpairnent
assessment include deterioration of profits for a business segment that has
| ong-1ived assets, or when other changes occur which mght inpair recovery of
| ong-lived assets.

GOCDW LL
Ef fective Decenber 31, 2001, the Conpany adopted Statenent of Financia
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Accounting Standards ("SFAS") No. 142, "Goodwi ||l and Ot her Intangible Assets."

As a result of adopting SFAS No. 142, the Conpany's goodwi Il is no |onger
anortized, but is subject to an annual inpairment test. In accordance
53
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with SFAS No. 142, the Conpany ceased anortizing goodwi ||l as of the beginning of
2002. The Conpany's goodw || at Decenber 28, 2003 was associated with its
Australian subsidiary in the ampbunt of $0.4 million. Additionally, the Conpany's
50% owned joint venture in the UK that was sold in July 2003 (See note 10) had
goodwi | | of approximately $1.1 mllion at Decenber 29, 2002. SFAS No. 142
requires that transitional inpairment tests be perfornmed at its adoption, and
provides that resulting inmpairment |osses for goodwill be reported as the effect
of a change in accounting principle. There was no inpairnent of goodwi |l as a
result of adopting SFAS No. 142 or the annual inpairnent test conpleted during
the fourth quarter of 2002 and 2003.

The following table provides a reconciliation of reported net incone for
the year ended Decenber 30, 2001 to net inconme adjusted as if SFAS No. 142 had
been applied as of the beginning of 2001:

<Tabl e>
<Capti on>
YEAR ENDED
DECEMBER 30, 2001
(I'N THOUSANDS, EXCEPT
PER SHARE DATA)
Net income as reported....... ..., $19, 379
CGoodwi I | anmportization, net of taxes......................... 569
Equity nethod goodwi || anortization, net of taxes........... 746
Adjusted Net iNCOMB. .. ...ttt $20, 694
BASI C EARNI NGS PER SHARE: o
Net iNCOME as reported. ... ...ttt $ 0.92
Goodwi | | anortization, net of taxes......................... 0.03
Equity nethod goodwi || anortization, net of taxes........... 0.04
Adjusted net i NCOMB. .. ... ... . e $ 0.98
DI LUTED EARNI NGS PER SHARE
Net income as reported....... ... ... .. $ 0.91
CGoodwi I | anmortization, net of taxes......................... 0.03
Equity nmethod goodwi || amortization, net of taxes........... 0.04
Adjusted net i NCOMB. . ... et $ 0.97
</ Tabl e>
CGoodwi I | represents the cost of acquired enterprises in excess of the fair

val ue of the net tangible and identifiable intangi ble assets acquired. Prior to
the adoption of SFAS No. 142 the Conpany anortized goodwill on a straight-1ine
basi s over periods of 5 to 10 years. Accunmul ated anortization total ed
approximately $2.6 mllion at Decenber 30, 2001.

DEFERRED REVENUE

Deferred revenue primarily represents the unanortized net gain on the
devel opnent of properties and on the sale and | easeback of properties by the
Conpany to Correctional Properties Trust ("CPV'), a Maryland real estate
i nvestment trust. The Conpany | eases these properties back from CPV under
operating | eases. Deferred revenue is being anortized over the lives of the
| eases and is recognized in income as a reduction of rental expenses.

REVENUE RECOGNI TI ON

In accordance with SEC Staff Accounting Bulletin No. 101, as anmended by
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Staff Accounting Bulletin No. 104 and related interpretations, facility
nmanagenent revenues are recogni zed as services are provided under facility
managenment contracts with approved governnent appropriations based on a net rate
per day per inmate or on a fixed nonthly rate. The Company performnms ongoi ng
credit evaluations of its custoners'
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financial condition and generally does not require collateral. The Conpany
mai ntai ns reserves for potential credit |osses, and such |losses traditionally
have been within its expectations.

Proj ect devel opnent and desi gn revenues are recogni zed as earned on a
percent age of conpletion basis neasured by the percentage of costs incurred to
date as conpared to estimated total cost for each contract. This method is used
because the Conpany considers costs incurred to date to be the best available
neasure of progress on these contracts. Provisions for estimted | osses on
unconpl eted contracts and changes to cost estimates are made in the period in
whi ch managenent determ ne that such | osses and changes are probable. Contract
costs include all direct material and | abor costs and those indirect costs
related to contract perfornmance. Changes in job performance, job conditions, and
estimated profitability, including those arising fromcontract penalty
provisions, and final contract settlenments may result in revisions to estinated
costs and income, and are recognized in the period in which the revisions are
det er m ned.

OPERATI NG EXPENSES

Qperating expenses consist primarily of conpensation and other personne
rel ated costs, facility | ease and operational costs, inmate rel ated expenses,
and nedi cal expenses and are recognized as incurred.

I NCOVE TAXES

The Conpany accounts for inconme taxes in accordance with SFAS No. 109,
"Accounting for Incone Taxes." Under this method, deferred income taxes are
determ ned based on the estimated future tax effects of differences between the
financial statement and tax bases of assets and liabilities given the provisions
of enacted tax laws. Deferred income tax provisions and benefits are based on
changes to the assets or liabilities fromyear to year. Valuation all owances are
recorded related to deferred tax assets based on the "not nore likely than not"
criteria of FSAS No. 109.

EARNI NGS PER SHARE

Basi ¢ earnings per share is conmputed by dividing net incone by the
wei ght ed- aver age nunber of conmon shares outstanding. In the computation of
di | uted earnings per share, the wei ghted-average nunber of common shares
outstanding is adjusted for the dilutive effect of shares issuable upon exercise
of stock options cal cul ated using the treasury stock nethod.

DI RECT FI NANCE LEASES

The Conpany accounts for the portion of its contracts with certain
government al agencies that represent capitalized | ease paynments on buil di ngs and
equi pment as investnents in direct finance |eases. Accordingly, the mnimm
| ease paynments to be received over the termof the | eases | ess unearned incone
are capitalized as the Conpany's investnents in the | eases. Unearned incone is
recogni zed as i ncone over the termof the |eases using the interest nethod.

RESERVES FOR | NSURANCE LOSSES

Casualty insurance related to workers' conpensation, general liability and
aut onobi |l e i nsurance coverage is provided through an i ndependent insurer. Prior
to COctober 2, 2002, the first $1 mllion of coverage was reinsured by an
i nsurance subsidiary of TWC.. Effective Cctober 2, 2002, the Conpany established
a new insurance programwith a $1 million deductible per occurrence with an
i ndependent insurer. The insurance program consists of primary and excess
i nsurance coverage. The primary general liability coverage has a $5 mllion
limt per occurrence with a $20 m|lion general aggregate limt and a $1 mllion
deducti bl e. The primary autonobil e coverage has a $3 mllion limt per
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occurrence with a $20 million general aggregate limt and with a $1 mllion
deducti bl e and excess/unbrella coverage of up to $50.0 nmillion per claimand for
all clainms in the aggregate. For clains relating to nmedi cal mal practice
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at the Conpany's correctional facilities the Conpany has a deductible of $1.0
mllion per claimand for all clains in the aggregate. For clains relating to
nmedi cal mal practice at the Conpany's nmental health facilities, the Conpany has a
deductible of $2.0 mllion per claimand primary coverage of up to $5.0 mllion
per claimand for all clains in the aggregate. For clains relating to worker's
conpensation lints the Conpany maintains statutory coverage as determ ned by
state and/or local |aw and, as a result the Conpany's coverage varies anong the
various jurisdictions in which it operates. The Conpany is self-insured for

enpl oynment cl ains. The current professional liability policy for our nmenta
health facilities does not include tail coverage for prior periods.

Because the insurance policies have high deductible amounts, |osses are
recorded as reported and provision is made to cover |osses incurred but not
reported. Loss reserves are undi scounted and are conputed based on i ndependent
actuarial studies. The Conpany expensed costs related to its insurance program
of $14.9 million, $22.8 mllion and $22.0 nmillion for the fiscal years ended
Decenmber 28, 2003, Decenber 29, 2002 and Decenber 30, 2001, respectively.
Reserves for insurance |osses totaled $13.6 and $4.1 as of Decenber 28, 2003 and
Decenmber 29, 2002, respectively and are included in accrued expenses in the
consol i dated financial statenents.

The Conpany is self-insured for enploynent clainms and medi cal mal practice
and recogni zed approximately $1.3 nillion, $1.4 million and $0.3 mllion of
sel f-insurance expense related to the enpl oynent clains and nmedi cal mal practice
clains for each of the fiscal years ended Decenber 28, 2003, Decenber 29, 2002
and Decenber 30, 2001, respectively.

Clains for which our joint venture in South Africa is insured arising from
its operations, are covered by policies with varying amunts of coverage
dependi ng on the nature of the claim Prinmary insurance in the anount of ZAR50
mllion (approximately $7.5 mllion at Decenmber 28, 2003) is provided for
general liability clains. This insurance contains a ZAR5 mllion (approximtely
$0.8 mllion at Decenber 28, 2003) deductible. Excess insurance is provided
above the ZAR50 million primary policy with [imts up to ZAR250 million
(approximately $37.3 mllion at Decenmber 28, 2003). Medical malpractice clains
are insured up to ZAR14.7 million (approximately $2.2 million at Decerber 28,
2003) with a ZAR50, 000 deductible (approximately $7,500 at Decenber 28, 2003).

Claims for which we are insured arising fromoperations in Australia and
New Zeal and are covered by policies with varying amounts of coverage dependi ng
on the nature of the claim For public liability claims, we maintain prinmary
i nsurance of AUD$5 million (approximately $3.7 mllion at Decenber 28, 2003)
with an AUD$250, 000 deductible (approximately $0.2 million at Decenber 28,
2003). Medical nmalpractice clains are insured up to AUD$10 nillion
(approximately $7.4 mllion at Decenber 28, 2003) with an AUD$1 mllion
deducti bl e (approximately $0.7 million at Decermber 28, 2003).

DEBT | SSUANCE COSTS

Debt issuance costs totaling $6.9 million and $2.8 mllion at Decenber 28,
2003, and Decenber 29, 2002, respectively, are included in other non current
assets in the consolidated bal ance sheets and are anortized into interest
expense on a straight-line basis, which is not materially different than the
i nterest nmethod, over the termof the rel ated debt.

COVPREHENSI VE | NCOVE

SFAS No. 130, "Reporting Conprehensive |Incone" requires conmpanies to report
all changes in equity in a financial statenment for the period in which they are
recogni zed, except those resulting frominvestnent by owners and distributions
to owners. The Company has di scl osed Conprehensive | ncone, which enconpasses net
i ncomre, foreign currency translation adjustments, unrealized | oss on derivative
instruments and the mnimum pension liability adjustnent in the Consolidated
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Statements of Sharehol ders' Equity and Conprehensive | ncome.
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CONCENTRATI ON OF CREDI T RI SK

Fi nancial instruments that potentially subject the Conpany to
concentrations of credit risk consist principally of cash and cash equival ents,
trade accounts receivable, direct finance | ease receivable, |ong-termdebt and
financial instrunents used in hedging activities. The Company's cash managenent
and investnent policies restrict investments to lowrisk, highly liquid
securities, and the Conpany perfornms periodic evaluations of the credit standing
of the financial institutions with which it deals. As of Decenber 28, 2003, and
Decenmber 29, 2002, the Conmpany had no significant concentrations of credit risk
except as disclosed in Notes 6 and 10.

FOREI GN CURRENCY TRANSLATI ON

The Conpany's foreign operations use their local currencies as their
functional currencies. Assets and liabilities of the operations are transl ated
at the exchange rates in effect on the bal ance sheet date and sharehol ders
equity is translated at historical rates. Incone statenent itens are transl ated
at the average exchange rates for the year. The inpact of currency fluctuation
is included in shareholders' equity as a conmponent of accumnul ated ot her
conpr ehensi ve | oss and total ed approximately $2.0 million at Decenber 28, 2003
and approximately $(6.0) mllion as of Decenber 29, 2002.

| NTEREST RATE SWAPS

In accordance with Statenent of Financial Accounting Standards No. 133,
"“Accounting for Derivative Instrunents and Hedging Activities," and its rel ated
i nterpretati ons and anendrments, the Conpany records derivatives as either assets
or liabilities on the bal ance sheet and measures those instrunments at fair
val ue. For derivatives that are designed as and qualify as effective cash flow
hedges, the portion of gain or loss on the derivative instrunment effective at
of fsetting changes in the hedged itemis reported as a conponent of accunul ated
ot her conprehensive income and reclassified into earni ngs when the hedged
transaction affects earnings. Total accunul ated ot her conprehensive |oss rel ated
to these cash flow hedges was $3.7 million and $15.9 mllion as of Decenber 28,
2003 and Decenber 29, 2002, respectively. For derivative instrunments that are
designated as and qualify as effective fair value hedges, the gain or loss on
the derivative instrunent as well as the offsetting gain or |oss on the hedged
itemattributable to the hedged risk is recognized in current earnings as
i nterest incone (expense) during the period of the change in fair val ues.

The Conpany formally docunents all relationships between hedgi ng
instruments and hedge items, as well as its risk-nanagenent objective and
strategy for undertaking vari ous hedge transactions. This process includes
attributing all derivatives that are designated as cash flow hedges to floating
rate liabilities and attributing all derivatives that are designated as fair
val ue hedges to fixed rate liabilities. The Conpany al so assesses whet her each
derivative is highly effective in offsetting changes in the cash flows of the
hedged item Fluctuations in the value of the derivative instrunents are
general ly offset by changes in the hedged item however, if it is determ ned
that a derivative is not highly effective as a hedge or if a derivative ceases
to be a highly effective hedge, the Conpany will discontinue hedge accounting
prospectively for the affected derivative.

ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON

SFAS No. 123, "Accounting for Stock-Based Conpensation,"” defines a fair
val ue nethod of accounting for issuance of stock options and other equity
instrunments. Under the fair value nethod, conpensation cost is neasured at the
grant date based on the fair value of the award and is recogni zed over the
service period, which is usually the vesting period. Pursuant to SFAS No. 123,
conpani es are not required to adopt the fair value nethod of accounting for
enpl oyee stock-based transacti ons. Conpanies are pernmitted to account for such
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transacti ons under Accounting Principles Board Opinion No. 25 ("APB Opi ni on No.
25), "Accounting for Stock Issued to Enployees,"” but are required to disclose in
a note to
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the financial statements pro forma net income and per share ampunts as if the
Conpany had applied the nethods prescribed by SFAS No. 123.

In Decenber 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Conpensation -- Transition and Disclosure, an Anmendnent of SFAS No. 123". SFAS
No. 148 anmends SFAS No. 123, to provide alternative nethods of transition for a
vol untary change to the fair val ue based method of accounting for stock-based
enpl oyee conpensation. In addition, SFAS No. 148 anends the disclosure
requi renents of SFAS No. 123 to require prom nent disclosures in both annual and
interimfinancial statenents about the nethod of accounting for stock-based
enpl oyee conpensation and the effect of the method used on reported results.
Currently, the Conpany accounts for stock option plans under APB Opinion No. 25,
under whi ch no conpensation has been recogni zed. SFAS No. 148 is effective for
fiscal years beginning after Decenber 15, 2002. Managenent of the Conpany does
not intend to change its policy with regard to stock based conpensation and
there was no inpact on its financial position, results of operations or cash
fl ows upon adoption. Except for non-enployee directors, the Conpany has not
granted any options to non-enpl oyees. See Note 14 for nore information regarding
the Conpany's stock option plans.

A summary of the status of the Conmpany's four stock option plans is
present ed bel ow.

<Tabl e>
<Capti on>
2003 2002 2001
WD. AVG WD. AVG WD. AVG
EXERCI SE EXERCI SE EXERCI SE
FI SCAL YEAR SHARES PRI CE SHARES PRI CE SHARES PRI CE
Qut st andi ng at
begi nning of year... 1,410,306 $14. 26 1,417,102 $12. 40 1, 315, 202 $12. 70
Ganted............... 305, 000 12. 67 330, 000 15. 41 248, 500 9.40
Exercised............. 86, 932 8.93 268, 396 4.72 86, 200 4. 60
Forfeited/ Cancel |l ed. .. 24,000 17. 36 68, 400 18. 67 60, 400 17.75
Opti ons outstandi ng at
end of year......... 1,614, 374 14.19 1, 410, 306 14. 26 1,417,102 12. 40
Opti ons exercisabl e at
year end............ 1, 443, 032 $14. 39 1, 410, 306 $14. 26 1, 079, 202 $12. 61

</ Tabl e>

The following table sunmarizes infornmation about the stock options
out st andi ng at Decenber 28, 2003:

<Tabl e>
<Capti on>
OPTI ONS QUTSTANDI NG OPTI ONS EXERCI SABLE
WID. AVG WID. AVG WD. AVG
NUVBER RENMAI NI NG EXERCI SE NUVBER EXERCI SE
EXERCI SE PRI CES OUTSTANDI NG CONTRACTUAL LI FE PRI CE EXERCI SABLE PRI CE
$3.75 - $3.75............. 51,074 4 $ 3.75 51,074 $ 3.75
$7.88 - $9.30............. 447, 500 6.6 8. 86 447, 500 8. 86
$9.51 - $13.75............. 147, 200 6.6 10. 46 92, 220 11. 03
$14.00 - $14.00............. 210, 000 9.3 14. 00 93, 638 14. 00
$14.69 - $14.69............. 25, 000 5.7 14. 69 25, 000 14. 69
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$15.40 - $15.40............. 304, 000 8.1 15. 40 304, 000 15. 40
$15.90 - $18.63............. 169, 000 5.3 18. 42 169, 000 18. 42
$20.25 - $26.88............. 260, 600 3.5 23. 46 260, 600 23. 46

1,614, 374 6.4 $14.19 1, 443, 032 $14. 39
</ Tabl e>

The Conpany had 182, 674 options available to be granted at Decenber 28,
2003 under the aforenentioned stock plans.
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If the Company were to account for its stock option plans in accordance
with SFAS No. 123 and conpensation cost had been determ ned based on the fair
val ue at date of grant, the Conpany's net inconme and earni ngs per share would
have been reduced to the pro forma anounts as foll ows:

<Tabl e>

<Capti on>

PRO FORVA DI SCLOSURES 2003 2002 2001
(I N THOUSANDS, EXCEPT PER SHARE DATA)

Net I NCOMB. . . .o e e e s, $ 45, 268 $ 21, 501 $ 19, 379

Less: Total stock-based enpl oyee conpensati on
expense determ ned under fair val ue based
nmet hod for all awards, net of related tax

effects........ ... .. .. ... . . . . . . $ (935) $ (1,060) $ (978)
Pro forma net inNCOME...........cvvinnnnnn $ 44,333 % 20,441  $ 18, 401
Basi c earnings per share.....................

As reported. . ... ... $ 2.90 $ 1.02 % 0.92

Pro forma. ... $ 2.84 % 0.97 % 0. 88
Diluted earnings per share...................

As reported. . ... ... $ 2.86 $ 1.01 % 0.91
Pro forma. ... $ 2.80 $ 0.96 % 0. 87

Risk free interest rates..................... 1.73%2.92% 2.37%3.47% 4.61%5.04%
Expected lives. ... ... ... . . i 3-7 years 4-8 years 4-8 years
Expected volatility.......................... 49% 49% 52%
Expected dividend. ......... ... ... ... . ... -- -- --
</ Tabl e>

RECENT ACCOUNTI NG PRONOUNCEMENTS

In Cctober 2001, the FASB i ssued SFAS No. 143, "Accounting for Asset
Retirement Ooligations." This standard requires conpanies to record the fair
value of a liability for an asset retirenment obligation in the period in which
it is incurred. Wien the liability is initially recorded, the Conpany
capitalizes a cost by increasing the carrying amount of the related |ong-Ilived
asset. Over tinme, the liability is accreted to its present val ue each peri od,
and the capitalized cost is depreciated over the useful life of the related
asset. Upon settlement of the liability, the Conpany either settles the
obligation for its recorded amount or incurs a gain or |oss upon settlement. The
standard is effective for fiscal years beginning after June 15, 2002, with
earlier application encouraged. The adoption of SFAS No. 143 did not have a
materi al i1inpact on the Conmpany's financial position, results of operations or
cash flows 1 n the year of adoption

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statenents
No. 4, 44, and 64, Amendnent of FASB Statenent No. 13, and Technica
Corrections." SFAS No. 145, anong other things, requires gains and | osses on
ext i ngui shnment of debt to be classified as part of continuing operations rather
than treated as extraordinary, as previously required in accordance with SFAS
No. 4. SFAS No. 145 also nodifies accounting for subleases where the origina
| essee remai ns the secondary obligor and requires certain nodifications to
capital leases to be treated as a sal e-|1 easeback transaction. The adoption of
SFAS No. 145 did not have naterial inmpact on the Conpany's financial position
results of operations or cash fl ows.

In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities." SFAS No. 146 nullifies the
gui dance previously provided under Energing |Issues Task Force |Issue No. 94-3,
"Liability Recognition for Certain Enployee Term nation Benefits and Ot her Costs
to Exit an Activity (including Certain Costs Incurred in a Restructuring)."
Among ot her things, SFAS No. 146 requires that a liability for a cost associated
with an exit or disposal activity be recognized when the liability is incurred
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as opposed to when there is conmtment to a restructuring plan as set forth
under the nullified guidance. The adoption of SFAS No. 146 in 2003 did not have
a material inpact on the Conpany's financial position, results of operations or
cash fl ows.
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In April 2003, the FASB i ssued SFAS No. 149, Amendnent of Statenent 133 on
Derivative Instruments and Hedgi ng Activities. This statenent anmends and
clarifies accounting for derivative instruments, including certain derivative
i nstruments enbedded in other contracts, and for hedging activities under SFAS
No. 133. This statenment is effective for contracts entered into or nodified
after June 30, 2003, for hedging rel ationshi ps designated after June 30, 2003,
and to certain preexisting contracts. The Conpany adopted SFAS No. 149 and there
was no material inpact on its financial position, results of operations or cash
flows from adoption.

In May 2003, the FASB i ssued SFAS No. 150, Accounting for Certain Financia
Instrunents with Characteristics of both Liabilities and Equity. This statenent
est abl i shes standards for how an issuer classifies and nmeasures in its financia
position certain financial instruments with characteristics of both liabilities
and equity. In accordance with this standard, financial instrunments that enbody
obligations for the issuer are required to be classified as liabilities. SFAS
No. 150 is effective for all financial instruments entered into on or nodified
after May 31, 2003. For existing financial instruments, SFAS No. 150 is
effective at the beginning of the first interimperiod beginning after June 15,
2003. The Conpany adopted SFAS No. 150 and there was no material inpact on its
financial position, results of operations or cash flows from adoption

In Novenber 2002, the FASB's Energing |ssues Task Force ("EITF") reached a
final consensus on Issue No. 00-21, Accounting for Revenue Arrangenents with
Multiple Deliverables, which is effective for revenue arrangenents entered into
in fiscal periods beginning after June 15, 2003. Under EITF Issue No. 00-21
revenue arrangenents with nultiple deliverables are required to be divided into
separate units of accounting under certain circunstances. The Conpany adopted
El TF I ssue No. 00-21 during 2003, and such adoption did not have a materia
effect on its consolidated financial statenents.

In Decenber 2003, the SEC i ssued Staff Accounting Bulletin (SAB) No. 104,
Revenue Recognition (SAB No. 104), which codifies, revises and rescinds certain
sections of SAB No. 101, Revenue Recognition, in order to make this interpretive
gui dance consistent with current authoritative guidance. The changes noted in
SAB No. 104 did not have a material inmpact upon the Conpany's financia
position, cash flows or results of operations.

In January 2003, the FASB issued FIN No. 46, "Consolidation of Variable
Interest Entities," which addressed consolidation by a business of variable
interest entities in which it is the primary beneficiary. In Decenber 2003 the
FASB i ssued FIN No. 46 (revised) which replaced FIN No. 46. FIN No. 46 (revised)
is effective immediately for certain disclosure requirements and vari abl e
interest entities referred to as special -purpose entities for periods ending
after Decenber 15, 2003 and for all other types of entities for financia
statements for periods ending after March 15, 2004. The application of FIN 46
(revised) in 2003 did not have a naterial effect on its financial position
results of operations and cash flows. Additionally the Conpany does not expect
the application of remaining requirements in first quarter 2004 to have materia
i npact on the Conpany's financial position, results of operations and cash
flows.
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3. PROPERTY AND EQUI PMENT

Property and equi pnent consist of the followi ng at fiscal year end:

<Tabl e>
<Capti on>
USEFUL
LI FE 2003 2002
( YEARS) (1' N THOUSANDS)
Land. . ..o -- $ 3,707 $ 3,258
Buil dings and inprovenments......... ... ... ... 2 to 40 209, 266 203, 639
EQUI PITBNL . . o 3to7 22,959 21, 607
Furniture and fixtures........... ... ... 3to7 3,523 4,584
$239, 455  $233, 088
Less accumul ated depreciation and anortization......... (37,940) (26, 622)
$201, 515  $206, 466
</ Table> T

Capitalized interest is recorded as part of the asset to which it relates
and is anortized over the asset's estinmated useful life. No interest was
capitalized in 2003 and 2002.

I n Decenber 2002, the Conpany acquired four correctional properties that
were fornmerly included in the Conpany's operating |ease facility for an
aggregat e purchase price of approximately $155 mllion

4. LONG TERM DEBT

Prior to Decenber 12, 2002, the Conpany was party to a $30 mllion
mul ti-currency revolving credit facility and a $154.3 million operating | ease
facility established to acquire and devel op new correctional institutions used
in its business. At Decenmber 12, 2002, no anounts were outstandi ng under the
revolving credit facility and $154.3 m|lion was outstandi ng under the operating
| ease facility. The termof the operating |lease facility was set to expire
Decenmber 18, 2002 upon which the Company had the ability to purchase the
properties in the facility for their original acquisition cost.

On Decenber 12, 2002, the Conpany entered into a new $175 million senior
secured credit facility, consisting of a $50 nillion, 5-year revolving |oan and
a $125 mllion, 6-year termloan. Borrow ngs under the termloan facility and
corporate cash were used to purchase four correctional facilities in operation
under the Company's $154.3 mllion operating | ease facility. The purchase price
total ed approximately $155 mllion, which included related fees and expenses.

Si mul t aneous with the closing of the senior secured credit facility, the Conpany
termnated its $154.3 mllion operating lease facility and $30 mllion
mul ti-currency revolving credit facility.

To facilitate the conpletion of the purchase of the 12 mllion shares from
Group 4 Fal ck, the Conpany anended its senior secured credit facility (the
"Senior Credit Facility") and issued $150 mllion, aggregate principal anount,
ten-year, 8 1/4% Seni or Unsecured Notes (the "Notes") in a private offering to
qualified institutional buyers under Rul e 144A of the Securities Act of 1933.

THE SENI OR CREDI T FACI LI TY
The Senior Credit Facility consists of a $50 nmillion, 5-year revolving |oan

(the "Revolving Credit Facility"), and a $100 mllion, 6-year termloan (the
"Term Loan Facility"). The Revolving Credit Facility contains a $40 mllion
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l[imt for the issuance of standby letters of credit. On February 20, 2004, the
Conpany anended the Senior Credit Facility to, anpbng other things, reduce the
interest rates applicable to borrow ngs under the Senior Credit Facility, give
it the flexibility to make certain information technol ogy rel ated capital
expenditures and provide it with additional tine to reinvest the proceeds from
the sale of PCG At Decenber 28, 2003, the Conpany had borrow ngs of $98.8
mllion outstandi ng under the Term Loan Facility, no ampunts outstandi ng under
the Revolving Credit Facility, and $24.5 mllion
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outstanding in letters of credit under the Revolving Credit Facility. As of
March 5, 2004, the Conpany had borrowi ngs of $97.5 million outstandi ng under the
Term Loan Facility and $7.5 million outstanding under the Revolving Credit
Facility.

Al'l of the obligations under the Senior Credit Facility are unconditionally
guar anteed by each of the Conpany's existing material domestic subsidiaries. The
Senior Credit Facility and the rel ated guarantees are secured by substantially
all of the Conpany's present and future tangi ble and intangible assets and al
present and future tangi ble and intangi ble assets of each guarantor, including
but not Ilimted to (i) a first-priority pledge of all of the outstanding capita
stock owned by the Conmpany and each guarantor, and (ii) perfected first-priority
security interests in all of the Conpany's present and future tangible and
i ntangi bl e assets and the present and future tangi ble and intangi bl e assets of
each guarantor.

| ndebt edness under the Revolving Credit Facility portion of the Senior
Credit Facility bears interest at the Conpany's option at the base rate plus a
spread varying fromO0.75%to 1.50% (dependi ng upon a | everage-based pricing grid
set forth in the Senior Credit Facility), or at the London inter-bank offered
rate ("LIBOR') plus a spread, varying from2.00%to 2.75% (dependi ng upon a
| everage-based pricing grid set forth in the Senior Credit Facility). Borrow ngs
under the Revolving Credit Facility are currently bearing interest at LIBOR plus
a spread of 2.5% The Term Loan Facility bears interest at the Conpany's option
at the base rate plus a spread of 1.25% or at LIBOR plus a spread of 2.5%
Borrowi ngs under the Term Loan Facility are currently bearing interest at LIBOR
plus a spread of 2.5% If an event of default occurs under the Senior Credit
Facility (i) all LIBOR rate |oans bear interest at the rate which is 2.0%in
excess of the rate then applicable to LIBOR rate | oans until the end of the
applicable interest period and thereafter at a rate which is 2.0%in excess of
the rate then applicable to base rate loans, and (ii) all base rate | oans bear
interest at a rate which is 2.0%in excess of the rate then applicable to base
rate | oans.

The Senior Credit Facility contains financial covenants which require the
Conpany to maintain the followng ratios, as conputed at the end of each fisca
quarter for the imrediately preceding four quarter-period: a total |everage
ratio equal to or less than 3.50 to 1.00 through March 27, 2004, which reduces
thereafter in 0.25 increnents to 2.50 to 1.00 on July 2, 2006 and thereafter; a
seni or secured | everage ratio equal to or less than 1.75 to 1.00 through
Sept enber 25, 2004, which reduces thereafter to 1.50 to 1.00; and a fixed charge
coverage ratio equal to or greater than 1.10 to 1.00. In addition, the Senior
Credit Facility prohibits the Conmpany from making capital expenditures greater
than $10.0 million in the aggregate during any fiscal year, provided that to the
extent that the Conpany's capital expenditures during any fiscal year are |ess
than the $10.0 mllion limt, such amount will be added to the maxi mrum amount of
capital expenditures that the Conmpany can nake in the followi ng year and further
provided that certain information technol ogy rel ated upgrades nade prior to the
end of 2005 will not count against the annual limt on capital expenditures.

The Senior Credit Facility also requires the Conpany to nmaintain a ninimm
net worth, as conmputed at the end of each fiscal quarter for the imrediately
precedi ng four quarter-period, equal to $140.0 million, plus the anount of the
net gain fromthe sale of the Conpany's interest in PCG which is approxi mnately
$32.7 mllion, mnus the $132.0 mllion the Conpany used to conplete the share
purchase from Group 4 Fal ck, plus 50% of the Conpany's consolidated net incone
earned during each full fiscal quarter ending after the date of the Senior
Credit Facility, plus 50% of the aggregate increases in the Conpany's
consol i dat ed sharehol ders' equity that are attributable to the I ssuance and sal e
of equity interests by the Conpany or any of its restricted subsidiaries
(excl udi ng intercomnpany issuances).

The Senior Credit Facility contains certain customary representations and
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warranties, and certain customary covenants that restrict the Company's ability
to, anobng other things (i) create, incur or assunme any indebtedness, (ii) incur
liens, (iii) nake |oans and investnents, (iv) engage in nmergers, acquisitions
and asset sales, (v) sell its assets, (vi) nmake certain restricted paynents,

i ncludi ng declaring any cash dividends or redeem or repurchase capital stock
except as otherwise permtted, (vii) issue, sell or otherw se dispose of its
capital stock, (viii) transact with affiliates, (ix) make changes to its
accounting
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treatnment, (x) anend or nodify the terms of any subordi nated indebtedness
(including the Notes), (xi) enter into debt agreenents that contain negative

pl edges on its assets or covenants nore restrictive than contained in the Senior
Credit Facility, (xii) alter the business it conducts, and (xiii) materially
inmpair its |lenders' security interests in the collateral for its |oans.

Events of default under the Senior Credit Facility agreenment include, but
are not limted to, (i) the Conpany's failure to pay principal or interest when
due, (ii) the Conpany's material breach of any representations or warranty,
(iii) covenant defaults, (iv) bankruptcy, (v) cross default to certain other
i ndebt edness, (vi) unsatisfied final judgnents over a threshold to be
determ ned, (vii) material environmental clainms which are asserted agai nst the
Conpany, and (viii) a change of control

SENI CR 8 1/ 4% NOTES

The Notes are general, unsecured, senior obligations. Interest is payable
sem -annual |y on January 15 and July 15 at 8.25% begi nning on January 15, 2004.
The Notes are governed by the terns of an Indenture, dated July 9, 2003, between
the Conpany and the Bank of New York, as trustee(the "lIndenture"). Under the
terns of the Indenture, at any tinme on or prior to July 15, 2006, the Conpany
may redeemup to 35% of the Notes with the proceeds fromequity offerings at
108. 25% of the principal anount to be redeened plus the paynent of accrued and
unpaid interest, and any applicable |iquidated danages. Additionally, after July
15, 2008, the Conpany may redeem at the Conpany's option, all or a portion of
the Notes plus accrued and unpaid interest at various redenption prices ranging
from 104. 125% t o 100. 000% of the principal amunt to be redeenmed, dependi ng on
when the redenption occurs. The Indenture contains covenants that [imt the
Conpany's ability to incur additional indebtedness, pay dividends or
di stributions on its common stock, repurchase its common stock, or prepay
subor di nat ed i ndebt edness. The Indenture also linits the Conmpany's ability to
i ssue preferred stock, nmake certain types of investnents, nmerge or consolidate
wi t h anot her conpany, guarantee other indebtedness, create liens and transfer
and sell assets. The covenants in the Indenture can substantially restrict the
Conpany' s busi ness operations. Under the terns of the indenture governing the
Not es, the Conpany has an obligation to use the proceeds fromthe sale of its
interest in the UK joint venture in the amobunt of approximately $52.0 mllion by
June 28, 2004 to reinvest in certain permtted busi nesses or assets, to repay
i ndebt edness out st andi ng under the anended senior credit facility or to make an
of fer to repurchase the Notes. This amount is reflected as restricted cash.

Subsequent to the private offering of the Notes, the Conpany filed an S-4
registration statenent to register under the Securities Act of 1933 exchange
notes (the "Exchange Notes"), having substantially identical terms as the Notes.
The registration statenent was decl ared effective by the SEC on Novenber 10,
2003. The Conpany then conpl eted an exchange offer pursuant to the registration
statenent, in which holders of the Notes exchanged the Notes for Exchange Notes
which are generally freely tradable, subject to certain exceptions.

As of Decenber 28, 2003, the Notes are reflected net of the origina

i ssuer's discount of approximately $4.4 million which is being anortized over
the ten year termof the Notes using the effective interest nethod.
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Debt repaynent schedul es under the Term Loan and the Notes are as follows:

<Tabl e>
<Capti on>

ANNUAL
FI SCAL YEAR REPAYMENT

(I' N THOUSANDS)

2004, . $ 5,625
20005, . 7,500
20006, . o 7,500
2007, . 7,500
2008, . . 21, 875
Thereaf t er. . ... 199, 453

$249, 453
Oiginal issuer's discount.......... ... i, (4, 363)
Current portion of TermLoan........... ... ... ..., (5, 625)
Non current portion of Term Loan and Notes.................. $239, 465
</ Table>

At Decenber 28, 2003 the Company al so had outstanding el even letters of
guarantee totaling approximately $6.7 million under separate internationa
facilities.

The Conpany's whol | y-owned Australian subsidiary financed the devel opnent
of a facility and subsequent expansion in 2003, with |long-term debt obligations,
whi ch are non-recourse to the Conpany and total $43.9 mllion and $31.4 mllion
at Decenber 28, 2003 and Decenber 29, 2002, respectively. The termof the
non-recourse debt is through 2017 and it bears interest at a variable rate
gquoted by certain Australian banks plus 140 basis points. Any obligations or
liabilities of the subsidiary are matched by a simlar or correspondi ng
conmitrment fromthe government of the State of Victoria. As a condition of the
| oan, the Conpany is required to maintain a restricted cash bal ance of
approximately $3.7 mllion. This amunt is included in restricted cash and the
annual nmaturities of the future debt obligation is included in non recourse
debt. See Note 5. The debt anortization schedul e requires annual repaynents of
$1.5 million in 2004, $1.6 nmillion in 2005, $1.8 nillion in 2006, $2.0 nillion
in 2007, $2.3 million in 2008 and $34.6 mllion thereafter.

5. DERI VATI VE FI NANCI AL | NSTRUMENTS

Ef fective Septenber 18, 2003, the Conpany entered into interest rate swap
agreenments in the aggregate notional anount of $50 million. The Conpany has
desi gnat ed the swaps as hedges agai nst changes in the fair value of a designated
portion of the Notes due to changes in underlying interest rates. Changes in the
fair value of the interest rate swaps will be recorded in earnings along with
rel ated desi gnated changes in the value of the Notes. The agreenments, which have
paynment and expiration dates and call provisions that coincide with the terns of
the Notes, effectively convert $50 million of the Notes into variable rate
obligations. Under the agreenents, the Conpany receives a fixed interest rate
payment fromthe financial counterparties to the agreenments equal to 8.25% per
year cal cul ated on the notional $50 million anount, while the Conpany makes a
variable interest rate paynent to the sane counterparties equal to the six-nonth
London Interbank Offered Rate plus a fixed margin of 3.45% also cal cul ated on
the notional $50 mllion amunt. As of Decenber 28, 2003, the fair value of the
swaps total ed approximately $0.7 million and is included in other non-current
assets and as an adjustnent to the carrying value of the Notes in the
acconpanyi ng bal ance sheets. There was no nmaterial ineffectiveness of the
Conpany's interest rate swaps for the fiscal year ended Decenber 28, 2003.
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In connection with the non-recourse debt, the Conpany's Australian
subsidiary is a party to an interest rate swap agreenment to fix the interest
rate on the variable rate non-recourse debt to 9.7% The Conpany has determ ned
the swap to be an effective cash fl ow hedge. Accordingly, the Conpany records
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the value of the interest rate swap in accumul ated ot her conprehensive incorne,
net of applicable incone taxes. The total value of the swap liability as of
Decenber 28, 2003 and Decenber 29, 2002 was approximately $5.2 million and $6.0
mllion, respectively, and is recorded as a component of other liabilities in
the acconpanyi ng consolidated financial statenents. There was no materia

i neffectiveness of the Conmpany's interest rate swaps for the fiscal years
presented. The Conpany's forner 50% owned joint venture operating in the United
Ki ngdom was a party to several interest rate swaps to fix the interest rate on
its variable rate credit facility. The Conpany previously determ ned the swaps
to be effective cash fl ow hedges and upon the initial adoption of SFAS No. 133
on January 1, 2001, the Conpany recognized a $12.1 mllion reduction of

sharehol ders' equity. In connection with the sale of the 50% owned joint venture
in the UK, the Company reclassified the renaining bal ance of approximately $13.3
mllion fromaccumul ated ot her conprehensive | oss into earnings as a reduction
of the gain on sale of the UK joint venture.

6. I NVESTMENT I N DI RECT FI NANCE LEASES

The Conpany's investment in direct finance | eases relates to the financing
and managenent of one Australian facility. The Conpany's whol |l y-owned Australian
subsidiary financed the facility's devel opment with |ong-term debt obligations,
whi ch are non-recourse to the Conpany. The Conpany's financial statenents
reflect the consolidated the subsidiary's direct finance | ease receivable from
the state governnent and rel ated non-recourse debt each totaling approxi nately
$43.9 mllion and $31.4 as of Decenber 28, 2003 and Decenber 29, 2002,
respectively.

The future mnimumrentals to be received are as follows (in thousands):

<Tabl e>
<Capti on>
ANNUAL
FI SCAL YEAR REPAYMENT
(I' N THOUSANDS)

2004, . $ 5,933
20005, . 5,673
20006, . 5, 692
2007, . 5,723
2008, . . 5,768
Thereaf t er. . ... 51,532
Total mnimumobligation........... ... ... . . . . . . ... 80, 321
Less unearned interest iNCOME. ... ..... ... 0. (36, 460)
Less current portion of direct finance lease................ (1, 482)
Investment in direct finance lease.......................... $ 42,379
</ Tabl e>

7. TRANSACTI ONS W TH CORRECTI ONAL PROPERTI ES TRUST (" CPV")

On April 28, 1998, CPV acquired eight correctional and detention facilities
operated by the Company. Previously three nmenbers of the Conpany's board of
directors also served on CPV's board of directors. Effective Septenber 9, 2002,
the conpani es no | onger had common nenbers serving on their respective boards of
directors. CPV also was granted the fifteen-year right to acquire and | ease back
future correctional and detention facilities devel oped or acquired by the
Conpany. During fiscal 1998, 1999 and 2000, CPV acquired three additiona
facilities for $109.4 mllion. The Conpany recognized no net proceeds fromthe
sal e. There have been no purchase and sal e transacti ons between the Conpany and
CPV since 2000.
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Si nul t aneous with the purchases, the Conpany entered into ten-year
operating | eases of these facilities from CPV. As the | ease agreenents are
subj ect to contractual |ease increases, the Conpany
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records operating | ease expense for these | eases on a straight-line basis over
the termof the |eases. The deferred unanortized net gain related to sal es of
the facilities to CPV at Decenber 28, 2003, which is included in "Deferred
Revenue" in the acconpanyi ng consolidated bal ance sheets is $8.0, mllion with
$1.8 mllion short-termand $6.2 nmillion long-term The gain is being anortized
over the ten-year |ease terms. The Conpany recorded net rental expense rel ated
to the CPV | eases of $20.0 million, $19.6 mllion and $19.1 million in 2003,
2002 and 2001, respectively, excluding the Jena rental expense (See Note 8).

The future mnimum | ease commtnents under the | eases for these el even
facilities are as foll ows:

<Tabl e>
<Capti on>
ANNUAL
FI SCAL YEAR RENTAL
(I'N THOUSANDS)
2004, . . $ 24,179
20005, . 24, 257
2006. . . 24, 339
2007 . . 24, 424
2008, . 16, 371
Thereaf t er. ... . 2, 397
$115, 967
</ Table>

8. COWM TMENTS AND CONTI NGENCI ES
FACI LI TI ES

The Conpany's contract with the California Departnent of Corrections for
the managenent of the 224-bed MFarl and Community Corrections Center expired in
the first quarter of 2004 on Decenber 31, 2003. During the year ended Decemnber
28, 2003, the contract for the McFarland facility represented | ess than 1% of
the Conpany's consolidated revenues. Even though the Conpany no | onger operates
the McFarland facility, it will continue to be responsible for paynments on the
underlying | ease of the facility with CPV through 2008, when the |ease is
schedul ed to expire. The Conpany is actively pursuing various alternatives for
the facility, including finding an alternative correctional use for the facility
or subleasing the facility to agencies of the federal and/or state governnents
or another private operator. |If the Conpany is unable to find an appropriate
correctional use for the facility or sublease the facility, the Conmpany may be
required to record an operating charge related to a portion of the future |ease
costs with CPV in accordance with SFAS No. 146, "Accounting for Costs Associ ated
with Exit or Disposal Activities." The remaining | ease obligation is
approximately $3.3 mllion through April 28, 2008.

Duri ng 2000, the Company's managenent contract at the 276-bed Jena Juvenile
Justice Center in Jena, Louisiana was discontinued by the nutual agreenent of
the parties. Despite the discontinuation of the managenent contract, the Conpany
remai ns responsi ble for paynments on the Company's underlying | ease of the
inactive facility. The Company incurred an operating charge of $1.1 mllion
during the year ended Decenber 29, 2002, related to its | ease of the inactive
facility that represented the expected costs to be incurred under the |ease
until a subl ease or alternative use could be initiated in early 2004. During
2003 parties that the Conpany previously believed might sublease the facility
prior to early 2004 either indicated that they did not have an i medi ate need
for the facility or did not enter into a binding commtnent for a subl ease of
the facility. As a result the Conpany's nanagenent determined that it was

128



GEO GROUP INC Filing Date: 12/28/03

unlikely that it would sublease the facility or find an alternative correctiona
use for the facility prior to the expiration of the current provision for
anticipated | oss through early 2004 and the Conpany incurred an additiona
operating charge of 5.0 million during 2003. This additional operating charge
both covers the Conpany's anticipated | osses under the |ease for the facility
until a sublease is in place and provides an estinated di scount to subl ease the
facility to prospective subl essees. The Conpany is continuing its efforts to
find an alternative correctional use or sublease for the facility. If the
Conpany i s unable to subl ease or
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find an alternative correctional use for the facility prior to January 2006, an

addi ti onal operating charge will be required. The remaining obligation on the
Jena | ease through the contractual term of 2009, exclusive of the reserve for
| osses through early 2006, is approximately $7 mllion

In Australia, the Departnent of Inmmgration, Miulticultural and Indigenous
Affairs ("DIMA") recently entered into a contract with a division of Goup 4
Fal ck for the managenent and operation of Australia's immgration centers,
servi ces which the Conmpany has provided since 1997 through its Australian
subsi diary. The Conpany transitioned the managenment and operation of the DIMA
centers to the division of Goup 4 Falck effective February 29, 2004. For the
year ended Decenber 28, 2003 DIM A represented approxi mately 9.9% of the
Conpany' s consol i dated revenues. The Company does not have any | ease obligations
related to its contract with DOMA. During 2003, the Conpany I ncreased reserves
approximately $3.6 mllion for liability insurance obligations related to the
expiration of the DIMA contract.

LEASES

The Conpany | eases correctional facilities, office space, computers and
vehi cl es under non-cancel abl e operating | eases expiring between 2004 and 2012.
The future mnimum comrtnents under these | eases exclusive of |ease comrtnents
related to CPV, are as follows:

<Tabl e>
<Capti on>
ANNUAL
FI SCAL YEAR RENTAL
(' N THOUSANDS)
2004, . . $ 9,617
20005, . 7,564
20006, . 7,341
2007, . 7,344
2008, . 3,785
Thereafter. .. ... 17, 443
$53, 094
</ Table>
Rent expense was approxinmately $12.5 mllion, $15.7 mllion, and $15.8

mllion for fiscal 2003, 2002, and 2001 respectively. Rent expense for fisca
2002 and 2001 included | ease expense under the Conpany's operating | ease
facility that expired in Decenber 2002 (See Note 3).

LI TI GATI ON, CLAI M5 AND ASSESSMENTS

The Conpany is defending a wage and hour lawsuit filed in California state
court by ten current and forner enployees. The enpl oyees are seeking
certification of a class which would enconpass all the Conpany's current and
fornmer California enployees in certain selected posts. Discovery is underway and
the court has yet to hear the plaintiffs' certification nmotion. Wile the
plaintiffs in this case have not quantified their claimof damages and the
outcome of the matters di scussed above cannot be predicted with certainty, based
on information known to date, the Conpany's nanagenent believes that the
ultimate resolution of these matters, if settled unfavorably to the Conpany,
could have a material adverse effect on the Conpany's financial position
operating results and cash flows. The Conpany is uninsured for any danages or
costs the Conpany may incur as a result of this lawsuit, including the expenses
of defending the |awsuit. The Company is vigorously defending its rights in this
action.
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The nature of the Conpany's business exposes it to various types of clains
or litigation against the Conpany, including, but not Iimted to, civil rights
clains relating to conditions of confinenment and/or m streatment, sexua
m sconduct clai ns brought by prisoners or detainees, nedical nmalpractice clainms,
clains relating to enploynent matters (including, but not linmted to, enploynent
di scrimnation claims,
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uni on grievances and wage and hour clains), property |oss clains, environnenta
clains, autonobile liability clains, contractual clainms and clains for persona
injury or other damages resulting fromcontact with the Conpany's facilities,
programs, personnel or prisoners, including damages arising froma prisoner's
escape or froma disturbance or riot at a facility. In addition, our nanagenent
contracts generally require us to indemify the governnental agency agai nst any
damages to whi ch the governnmental agency may be subject in connection with such
clains or litigation. W nmaintain insurance coverage for these types of clains,
except for clains relating to enploynent natters, for which we carry no

i nsurance. Except for any potential |osses related to the wage and hour matter
descri bed above, we do not expect the outcone of any pending | egal proceedings
to have material adverse effect on our financial condition, results of
operations or cash fl ows.

9. COWON SHARE PURCHASE

On July 9, 2003 the Conpany purchased all 12 mllion shares of the
Conpany's common stock, par value $0.01, beneficially owed by G oup 4 Falck
the Company's forner 57% najority shareholder, for $132 million in cash pursuant
to the ternms of a share purchase agreenent, dated April 30, 2003, between the
Conpany, G oup 4 Falck, TWC, and Tuhnekcaw, Inc., an indirect wholly-owned
subsidiary of Goup 4 Falck (the "Transaction").

Under the terns of the share purchase agreenment, G oup 4 Falck, TWC and
Tuhnekcaw, Inc. cannot, and cannot pernit any of their subsidiaries to, acquire
beneficial ownership of any of the Conpany's voting securities during a one-year
standstill period beginning July 9, 2003, the closing date of the Transaction
| mredi ately follow ng the conpletion of the Transaction, the Conpany had
approximately 9.3 mllion shares of common stock issued and out st andi ng.

Upon cl osing of the Transaction, an agreenent dated March 7, 2002 between
the Conpany, G oup 4 Falck and TWC, which governed certain aspects of the
parties' relationship, was termnated and the two Group 4 Falck representatives
serving on the Conpany's board of directors resigned. Al so term nated upon the
closing of the Transaction was a March 7, 2002 agreenent between the Conpany and
Group 4 Falck wherein Goup 4 Falck agreed to rei nburse the Conpany for up to
10% of the fair market value of the Conmpany's interest in its UK joint venture
in the event that litigation related to the sale of TWC to G oup 4 Falck were to
result in a court order requiring the Conpany to sell its interest in the joint
venture to its partner, Serco Investrments Limted ("Serco").

In addition, the services agreenent dated Cctober 28, 2002, between the
Conpany and TWC, term nated effective Decenmber 31, 2003, and no further paynents
for periods thereafter will be due fromthe Conpany to G oup 4 Fal ck. Pursuant
to the services agreenent, G oup 4 Falck was schedul ed to provide the Conpany
with information systens rel ated services through Decenber 31, 2004. The Conpany
has been handling those services internally since January 1, 2004.

A subl ease for the Conpany's forner headquarters between TWC, as sub
| essor, and the Conpany, as sub | essee, also termnated ten days after closing
of the Transaction. The Conpany rel ocated its corporate headquarters to Boca
Raton, Florida on April 14, 2003.

In April 1994, the Conpany's Board of Directors authorized 10, 000, 000
shares of "blank check" preferred stock. The Board of Directors is authorized to
determ ne the rights and privileges of any future issuance of preferred stock
such as voting and dividend rights, liquidation privileges, redenption rights
and conversion privil eges.

10. BUSI NESS SEGVENT AND GEOGRAPHI C | NFORVATI ON

The Conpany operates in one industry segnent enconpassi ng the devel opnent
and managenment of privatized governnent institutions located in the United
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States, Australia, South Africa, and New Zeal and.
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The Conpany operates and tracks its results in geographic operating
segnents. Information about the Conmpany's operations in different geographica
regions is shown bel ow. Revenues are attributed to geographi cal areas based on
| ocation of operations and |long-lived assets consist of property, plant and

equi pnent .

<Tabl e>
<Capti on>
FI SCAL YEAR 2003 2002 2001
(I'N THOUSANDS)
Revenues:
U S operations............. ... $482, 754  $451, 465  $454, 053
Australian operations............ ... ... ... ... 134, 736 117, 147 108, 020
Total revenues. .. ... ... $617, 490 $568, 612 $562, 073
Qperating | ncorme:
U S operations............ ..., $ 28,554 $ 26,066 $ 19,559
Australian operations............ ... ... ... ... 3,202 1, 810 4,625
Total operating income................... . ... $ 31,756 $ 27,876 $ 24,184
Long- Li ved Assets:
US operations............. ... $194, 467  $200,258 $ 47,639
Australian operations............ ... .. ... ..., 7,048 6, 208 6, 119
Total long-lived assets............ ... i, $201,515 $206,466 $ 53,758
</Table> e

The Conpany's international operations represent its wholly owned
Australian subsidiaries. Through the Conpany's wholly owned subsidiary, GEO
Group Australia Pty. Limted, the Conpany currently manages five correctiona
facilities, including a facility in New Zealand and two inmgration detention

centers.

Except for the major custonmers noted in the following table, no single
customer provided nore than 10% of the Conpany's consolidated revenues during
fiscal 2003, 2002 and 2001:

<Tabl e>
<Capti on>
CUSTOMER 2003 2002 2001
Various agencies of the U S. Federal Government............. 19% 19% 18%
Various agencies of the State of Texas...................... 17% 17% 16%
Various agencies of the State of Florida.................... 12% 14% 14%
Departnment of Immgration, Miulticultural and Indi genous

Affairs (Australia)...... ... .. 10% 10% 11%
</ Tabl e>

Concentration of credit risk related to accounts receivable is reflective
of the related revenues.

Equity in earnings of affiliates represents the operations of the Conpany's
50% owned joint ventures in the United Kingdom (Prem er Custodial G oup Limted)
and South Africa (South African Custodial Managenent Pty. Limited and South
African Custodial Services Pty. Limted). These entities and their subsidiaries
are accounted for under the equity nethod.
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The Conpany sold its interest in Premer Custodial Goup Limted on July 2,
2003 for approximately $80.7 million and recognized a gain of approximately $61
mllion. Total equity in the undistributed earnings for Prem er Custodial G oup
Limted, before incone taxes, for fiscal 2003, 2002, and 2001 was $3.0 mllion,
$10.2 million and $7.6 mllion, respectively. As of Decenber 28, 2003 and
Decenmber 29, 2002, the Conmpany had a note receivable from Preni er Custodial
Goup Limted of approximately $5.1 and $4.8 mllion, respectively that bears
interest at 13% and is due Decenber 15, 2017.
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The followi ng table sunmarizes certain financial information pertaining to
this joint venture as of Decenber 29, 2002 and for the period from Decenber 30,
2002 through the date of sale of the UK joint venture on July 2, 2003 and for
the fiscal years ended Decenmber 29, 2002 and Decemnber 30, 2001 (in thousands):

<Tabl e>
<Capti on>
2003 2002 2001
(000'S)
STATEMENT OF OPERATI ONS DATA
REVENUES. .« o o ot e e e $104, 080 $153, 533 $121, 163
Qperating income (10SS)..... ... . (2,981) 7,992 7,557
Net 1 NCOMB. . . oo $ 3,486 $ 11,264 $ 10,271
BALANCE SHEET DATA
CUIreNnt @SSl S. ...ttt et e e $ 85, 461
Noncurrent assets............. ... 302, 760
Current liabilities..... ... ... . ... 55, 695
Noncurrent liabilities......... ... ... . . . ... 331, 447
Sharehol ders' equity............... ... ... ... .. .. ..... $ 1,087
</ Tabl e>

South African Custodial Managenent Pty. Limited and South African Custodia
Services Pty. Limted commenced operations on their first prison in fiscal 2002.
Total equity in undistributed earnings (loss) for South African Custodia
Managenment Pty Limted and South African Custodial Services Pty. Limted before
i ncone taxes, for fiscal 2003, 2002, and 2001 was $2.1 million, ($2.0) mllion
and ($0.7) mllion, respectively.

A summary of financial data for the Company's equity affiliates in South
Africa is as foll ows:

<Tabl e>
<Capti on>
FI SCAL YEAR 2003 2002 2001

(I N THOUSANDS)

St at ement of QOperations Data

REVENUES. . o ot ettt e e e $37,278  $15,928 % - -
Operating income (10SS). ... 11, 150 1,016 (1, 749)
Net income (10SS). ... o e 1, 460 (2,481) (1, 441)
Bal ance Sheet Data
Current assSet S. . ... ... e 12,904 6, 426
Noncurrent assSetsS........... ...t 61, 557 47, 125
Current liabilities...... ... ... . .. 4,461 1, 808
Noncurrent liabilities......... ... .. . . . . . ... 69, 744 52,170
Sharehol ders' (deficit) equity........ ... ... .. ....... 256 (427)
</ Tabl e>

11. | NCOVE TAXES

The United States and foreign conponents of incone before incone taxes and
equity income fromaffiliates are as foll ows:

<Tabl e>
<Capti on>
2003 2002 2001
(1' N THOUSANDS)
United States. .. ... ... e $67,023  $19,995  $14, 863
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FOT @I QN v oo e 12, 533 8,938 10, 002

TOUAL o oo oo e $79,556  $28,933  $24, 865

</ Table> T e
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The provision for incone taxes in the consolidated statenents of incone
consi sts of the foll ow ng conponents:

<Tabl e>
<Capti on>
FI SCAL YEAR 2003 2002 2001

(I N THOUSANDS)

Federal incone taxes:

CUI BNt . . o $29, 378 $ 8,354 $6, 497
Def erred. ... 2,084 (603) (972)
31, 462 7,751 5,525
State income taxes:
CUI T BNt . . ot 2,345 2,262 1,382
Def erred. . ... e 263 (76) (123)
2,608 2,186 1, 259
For ei gn:
CUrr eNt . e 5, 443 2,747 2,497
Def erred. . ... (2, 239) (32) 425
3,204 2,715 2,922
Tot Al .. e $37, 274 $12, 652 $9, 706
< Table> e

A reconciliation of the statutory U S. federal tax rate (35.0% and the
effective incone tax rate is as foll ows:

<Tabl e>
<Capti on>
2003 2002 2001
(I' N THOUSANDS)
Provi sions using statutory federal incone tax rate....... $27,844  $10, 127 $8, 703
State incone taxes, net of federal tax benefit........... 1, 695 1,421 775
Change in control coOSts.......... .. .. ... -- 896 --
Basis difference PCG stocK. ......... ... ..., 7,048 -- --
O her, Net. ... .. 687 208 228
$37, 274 $12, 652 $9, 706
</ Tabl e>

The conponents of the net current deferred income tax asset at fiscal year
end are as foll ows:

<Tabl e>
<Capti on>
2003 2002
(I'N THOUSANDS)
UNi fOr B, o e e e e e e e $ (174) $ (156)
Al l owance for doubtful accounts.............. ... ... . ... ..... 484 508
Accrued vacati ONn. . ... ... 1,143 1,023
Accrued liabilities. . . ... ... e 10, 386 5, 786

$11,839  $7, 161
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</ Tabl e>
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The conponents of the net non-current deferred income tax asset at fisca
year end are as foll ows:

<Tabl e>
<Capti on>
FI SCAL YEAR 2003 2002
(I'N THOUSANDS)
Depreci ati ON. . ..ot e $(11,386) $ (2,454)
Deferred revenue. .. ... 5,718 6, 464
Deferred charges. . ....... . e e 5, 340 2,929
Residual U. S. tax liability on repatriated earnings......... (2,119) (11, 675)
Foreign deferred tax assets........... ..., 7,474 4,902
O her, Net. ... (47) (47)
$ 4,980 $ 119
</ Table> T

The exercise of non-qualified stock options which have been granted under
the Conpany's stock option plans give rise to compensation which is includable
in the taxable income of the applicable enployees and deducted by the Conpany
for federal and state incone tax purposes. Such conpensation results from
increases in the fair market value of the Conpany's comon stock subsequent to
the date of grant. In accordance with Accounting Principles Board Opini on No.
25, such conpensation is not recogni zed as an expense for financial accounting
purposes and related tax benefits are credited directly to additiona
pai d-in-capital.

12. EARNI NGS PER SHARE
The tabl e bel ow shows the anpbunts used in conputing earnings per share

("EPS") in accordance with SFAS No. 128 and the effects on income and the
wei ght ed average nunber of shares of potential dilutive combn stock

<Tabl e>
<Capti on>
FI SCAL YEAR 2003 2002 2001
(I' N THOUSANDS, EXCEPT PER SHARE
DATA)
NEt I NCOIMB. . o .ttt e e e e $45, 268 $21, 501 $19, 379
Basi ¢ earni ngs per share:
Wei ght ed average shares outstanding................ 15, 618 21, 148 21, 028
Per share amount............... . $ 2.90 $ 1.02 $ 0.92
Di | uted earnings per share:
Wei ght ed average shares outstanding................ 15,618 21,148 21,028
Effect of dilutive securities:
Enpl oyee and director stock options................ 211 216 233
Wei ght ed average shares assuming dilution.......... 15, 829 21, 364 21, 261
Per share ampunt............... . $ 2.86 $ 1.01 $ 0.91
</ Tabl e>

For fiscal 2003, options to purchase 735,600 shares of the Company's conmon
stock with exercise prices ranging from$15.40 to $29.56 per share and
expiration dates between 2006 and 2012 were outstandi ng at Decenber 28, 2003,
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but were not included in the conputation of diluted EPS because their effect
woul d be anti-dilutive.

For fiscal 2002, options to purchase 784,600 shares of the Company's conmon
stock with exercise prices ranging from$14.69 to $26.88 per share and
expiration dates between 2006 and 2012 were outstandi ng at Decenber 29, 2002,
but were not included in the conputation of diluted EPS because their effect
woul d be anti-dilutive.
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For fiscal 2001, options to purchase 510,000 shares of the Company's conmon
stock with exercise prices ranging from$13.75 to $26.88 per share and
expiration dates between 2005 and 2011 were outstandi ng at Decenber 30, 2001,
but were not included in the conputation of diluted EPS because their effect
woul d be anti-dilutive.

13. RELATED PARTY TRANSACTI ONS W TH THE WACKENHUT CORPORATI ON

Rel ated party transactions occurred in the past in the normal course of
busi ness between the Conpany and TWC. Such transactions included the purchase of
goods and services and corporate costs for nmanagenent support, office space,

i nsurance and i nterest expense.

The Conpany incurred the foll owi ng expenses related to transactions with
TWC in the follow ng years:

<Tabl e>

<Capti on>

FI SCAL YEAR 2003 2002 2001

(I' N THOUSANDS)

General and administrative expenses...................... $1,750 $ 2,591 $ 2,831

Casualty insurance prem UnmB. .. ... .cu i - - 17,973 21, 952

RENt . . 501 514 286

Net i nterest eXpPensSe. ... ...t e -- 32 49
$2,251  $21,110  $25,118

</Table>

General and admi nistrative expenses represented charges for nmanagenent and
support services. TWC previously provided various general and admi nistrative
services to the Conpany under a Services Agreenent, including payroll services,
human resources support, tax services and information technol ogy support
servi ces through Decenmber 31, 2002. Begi nning January 1, 2003, the only service
provi ded was for information technol ogy support through year-end 2003. The
Conpany began handling information technol ogy support services internally
ef fective January 1, 2004, and no |longer relies on TWC for any services. Al of
the services fornerly provided by TWC to the Conpany were pursuant to negoti ated
annual rates with TWC based upon the level of service to be provided under the
Servi ces Agreenent. The Conpany believes that such rates were on terns no | ess
favorabl e than the Conpany could obtain fromunaffiliated third parties.

The Conpany al so | eased of fice space from TWC for its corporate
headquarters under a non-cancel abl e operating | ease that expires February 11
2011. This lease was termnated effective July 19, 2003 as a result of the share
pur chase agreenent.

14. STOCK OPTI ONS

The Conpany has four stock option plans: the Wackenhut Corrections
Corporation 1994 Stock Option Plan (First Plan), the Wackenhut Corrections
Corporation Stock Option Plan (Second Plan), the 1995 Non- Enpl oyee Director
Stock Option Plan (Third Plan) and the Wackenhut Corrections Corporation 1999
Stock Option Plan (Fourth Plan). Al outstanding options vested | mmedi ately upon
the Merger.

Under the First Plan, the Conpany nay grant up to 897,600 shares of common
stock to key enpl oyees and consultants. Al options granted under this plan are
exercisable at the fair market value of the commobn stock at the date of the
grant, vest 100% i mredi ately and expire no later than ten years after the date
of the grant.
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Under the Second Plan and Fourth Plan, the Conpany may grant options to key
enpl oyees for up to 1,500,000 and 550, 000 shares of common stock, respectively.
Under the terns of these plans, the exercise price per share and vesting period
is determned at the sole discretion of the Board of Directors. Al
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options that have been granted under these plans are exercisable at the fair
mar ket val ue of the common stock at the date of the grant. Generally, the
options vest and becone exercisable ratably over a four-year period, beginning
i medi ately on the date of the grant. However, the Board of Directors has
exercised its discretion and has granted options that vest 100% i nmedi ately. Al
options under the Second Plan and Fourth Plan expire no later than ten years
after the date of the grant.

Under the Third Plan, the Conpany nay grant up to 60,000 shares of common
stock to non-enpl oyee directors of the Company. Under the terns of this plan
options are granted at the fair market value of the commpn stock at the date of
the grant, becone exercisable i mediately, and expire ten years after the date
of the grant.

15. RETI REMENT AND DEFERRED COWPENSATI ON PLANS

The Conpany has two noncontributory defined benefit pension plans covering
certain of the Conpany's executives. Retirenent benefits are based on years of
service, enployees' average conpensation for the last five years prior to
retirement and social security benefits. Currently, the plans are not funded.
The Conpany purchased and is the beneficiary of life insurance policies for
certain participants enrolled in the plans.

In 2001, the Conpany established non-qualified deferred conpensation
agreements with three key executives providing for fixed annual benefits ranging
from $150, 000 to $250, 000 payabl e upon retirenent at age 60 for a period of 25
years. |In March 2002, both the executives and the Conpany agreed to amend the
retirement agreements to provide for a |unp sum payment at an accel erat ed
retirement age of 55 and to enter into enploynment agreenents upon a change in
control

The Merger between TWC and Group 4 Falck triggered change in contro
provisions in the three key executives' enploynment and retirenment agreenents.
The enpl oyment agreements entitle the executives, if they remain enployed by the
Conpany for at least two years following the Merger, to twenty-four consecutive
nont hly paynments equal, in total, to three times each executive's 2002 sal ary
pl us bonus. The Conpany paid approxi mately $3.1 million and $1.8 million rel ated
to the change in control provisions per the enpl oynent agreenents in 2003 and
2002, respectively. The Conpany expects to payout approximately $1.3 mllion
related to the change in control provisions per the enpl oynment agreenents in
2004.

In addition, the change in control accelerated the executive's eligibility
for retirement fromage 60 to 55 and provided for a one-tine paynent at age 55
to the executive based on the net present value of the benefit, as defined by
the executive retirement agreement. The cost of these revised agreenments is
bei ng charged to expense and accrued using a present val ue nethod over the
expected remmi ning ternms of enploynment. The charge to expense for the anended
agreenents for 2002 was $3.1 mllion. Currently, the plan is not funded. In
January 2003, the agreenents were anended to defer the retirenent paynent unti
the respective executives actually retire, no sooner than age 55.

The followi ng table sunmarizes key information related to these pension
pl ans and retirenment agreenents which includes information as required by SFAS
132, Empl oyers' Disclosures about Pensions and Qther Postretirenent Benefits.
The table illustrates the reconciliation of the beginning and endi ng bal ances of
the benefit obligation showing the effects during the period attributable to
each of the follow ng: service cost, interest cost, plan amendnents, term nation
benefits, actuarial gains and | osses. The assunptions used in the Conpany's
cal cul ati on of accrued pension costs are based on market information and the
Conpany's historical rates for enployment compensation and di scount rates,
respectively.
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I n accordance with SFAS 132, the Conpany has al so di scl osed contributions
and paynent of benefits related to the plan. There were no assets in the plan at
Decenmber 28, 2003 or Decenber 29, 2002. Al changes as a result of the
adjustments to the accunul ated benefit obligation are included bel ow and shown
net of tax in the Consolidated Statenent of Shareholders' Equity and
Conpr ehensive Income. There were no significant transacti ons between the
enpl oyer or related parties and the plan during the period.

<Tabl e>
<Capti on>
2003 2002

CHANGE | N PRQIECTED BENEFI T OBLI GATI ON
Proj ected Benefit Obligation, Beginning of Year............. $ 9,139 $ 5,790
Service CoSt. ... 253 232
Interest CosSt. . ... ... .. ... 768 471
Plan AnmEndmeNnt S. .. ... 2,293 - -
Termination Benefits. .. ... ... .. ... -- 1, 959
Actuarial LOSS. ... ... .. 1,025 719
Benefits Paid....... ... ... . (70) (32)

Projected Benefit Obligation, End of Year................. $ 13,408 $ 9,139
CHANGE I N PLAN ASSETS
Pl an Assets at Fair Value, Beginning of Year................ $ -- $ --
Actual Return on Plan Assets............ ... -- --
Conpany Contributions........ ... . ... i, 70 32
Benefits Paid........ ... (70) (32)
Pl an Assets at Fair Value, End of Year...................... $ -- $ --
RECONCI LI ATI ON OF PREPAI D (ACCRUED) AND TOTAL AMOUNT

RECOGNI ZED
Funded Status of the Plan......... ... ... i, $(13,408) $(9,139)
Unrecogni zed Prior Service CoSt......... ... ... 2,220 1, 005
Unrecogni zed Net LOSS........ ..t 3,226 2,379
Accrued Pensi on CoSt. .. ... $ (7,962) $(5, 755)
Prepaid Benefit CoSt.......... ... ... .. $ -- $ - -
Accrued Benefit Liability..... ... . . . . i (11, 442) (7,567)
Intangi bl @ Asset . .. ... ... 2,220 1, 005
Accunul ated ther Conprehensive Income...................... 1, 260 807
Total Recognized......... ... .. . . . . . . . . . $ (7,962) $(5, 755)
</ Tabl e>
<Tabl e>
<Capti on>

FI SCAL 2003 FI SCAL 2002

COVPONENTS OF NET PERI ODI C BENEFI T COST

SEIVIi CE COSt . o v vt e e e $ 253 $ 232
Interest CoSt....... ... e e 768 471
Anortization of:

Unrecogni zed Prior Service CoSt......... ... ... 1, 079 314

Unrecogni zed Net Loss (GainN)...........iiiiiiinnnnnnn 178 88
Net Periodic Pension CoSt........... ... $2, 278 $1, 105
Curtailment Charge. . ........ e e e -- 3, 256
Net Periodic Pension CoSt........... ... $2, 278 $4, 361
</ Tabl e>
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<Tabl e>
<Capti on>
FI SCAL 2003 FI SCAL 2002

VEI GHTED AVERAGE ASSUMPTI ONS FOR EXPENSE

Discount Rate. .. ... ... .. 6. 25% 6. 75%
Expected Return on Plan Assets................ .. N A N A
Rate of Conpensation Increase........... ... ... 5.50% 5.50%
</ Tabl e>

The Conpany has established a deferred conpensation agreenment for
non- enpl oyee directors, which allow eligible directors to defer their
conpensation in either the formof cash or stock. Participants may el ect |unp
sum or nmonthly paynents to be nade at | east one year after the deferral is nmade
or at the tine the participant ceases to be a director. The Conpany recogni zed
total conpensation expense under this plan of $0.1 million, $0 and $0.1 mllion
for 2003, 2002, and 2001, respectively. Payouts under the plan were $0 and $0.1
mllion in 2003 and 2002 respectively. The liability for the deferred
conpensation was $0.5 million and $0.4 mllion at year-end 2003 and 2002,
respectively, and is included in "Accrued expenses" in the acconpanying
consol i dat ed bal ance sheets.

The Conpany al so has a non-qualified deferred conpensation plan for
enpl oyees who are ineligible to participate in its qualified 401(k) plan
El I gi bl e enpl oyees nmay defer a fixed percentage of their salary, which earns
interest at a rate equal to the prine rate less 0.75% The Conpany mat ches
enpl oyee contributions up to $400 each year based on the enpl oyee's years of
service. Payments will be made at retirenent age of 65 or at term nation of
enpl oyment. The Conpany recogni zed expense of $0.1 million, $0.2 mllion and
$0.3 mllion in 2003, 2002, and 2001, respectively. The liability for this plan
at year-end 2003 and 2002 was $1.6 mllion and $1.3 mllion, respectively, and
is included in "Accrued expenses" in the acconpanyi ng consol i dated bal ance
sheet s.

16. SELECTED QUARTERLY FI NANCI AL DATA ( UNAUDI TED)

The Conpany's sel ected quarterly financial data for the fiscal years ended
Decenmber 28, 2003 and Decenber 29, 2002, is as foll ows:

<Tabl e>
<Capti on>
FI RST SECOND THI RD FOURTH
QUARTER  QUARTER  QUARTER  QUARTER
(I'N THOUSANDS, EXCEPT PER SHARE DATA)
2003
REVENUES. & o ittt t et ettt ettt $145, 254  $153,207  $157,848  $161, 181
Operating income............ ... ... $ 9,706 $ 9,946 $ 3,123 $ 8,981
Net inCOMB. . ... ... i $ 5,172 $ 6,299 $ 30, 368 $ 3,429
Basic earnings per share................... $ 024 $ 030 $ 2.8 $ 0.37
Diluted earnings per share................. $ 024 $ 029 $ 2.79 $ 0.35
2002
REVENUES. & o v ittt et i ettt et $140, 182  $141,192  $141,706  $145,532
Operating income............ ... iuu... $ 5918 $ 7,483 $ 7,613 $ 6,862
Net inCOMB. . ... ... i $ 5,183 $ 5,405 $ 5,358 $ 5,555
Basic earnings per share................... $ 025 $ 0.26 $ 025 $ 0.26
Diluted earnings per share................. $ 024 $ 025 $ 0.25 $ 0.26
</ Tabl e>

The third quarter 2003 results include a pre-tax gain of approxi mately
$61.0 mllion for the sale of the UK joint venture (See Note 10), a pre-tax
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charge of approximately $5.0 million related to the Jena, Louisiana |ease (See
Note 8) and a pre-tax charge of approxinmately $2.0 million related to the
wite-off of deferred financing fees fromthe extingui shnment of debt. Earnings
per share for the third and fourth quarter of 2003 reflect |ower weighted

aver age shares outstanding due to the purchase of the 12,000, 000 shares from
Goup 4 Falck in July 2003 (See Note 1).
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REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS

The Board of Directors and Sharehol ders
The GEO Group, Inc.

We have audited the acconpanyi ng consol i dated bal ance sheets of The GEO
Group, Inc. (formerly Wackenhut Corrections Corporation) as of Decenber 28, 2003
and December 29, 2002, and the rel ated consolidated statenents of incone, cash
fl ows and sharehol ders' equity and conprehensive incone for each of the years
then ended. The consolidated statements of inconme, cash flows and sharehol ders
equity and conprehensive income of the Conpany for the year ended Decenber 30,
2001 were audited by other auditors who have ceased operations and whose report
dat ed February 6, 2002 expressed an unqualified opinion on those statenents. CQur
audits al so included the 2003 and 2002 financial information included in the
financial statement schedule listed in the Index at Item 15(a). These financia
statenments and schedule are the responsibility of the Conpany's managenent. Cur
responsibility is to express an opinion on these financial statements and
schedul e based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the financial statements
are free of material msstatement. An audit includes exam ning, on a test basis,
evi dence supporting the anpbunts and di sclosures in the financial statements. An
audit al so includes assessing the accounting principles used and significant
estimates made by managenent, as well as evaluating the overall financia
statenent presentation. W believe that our audits provide a reasonabl e basis
for our opinion.

In our opinion, the financial statements referred to above present fairly,
inall material respects, the consolidated financial position of The GEO G oup
Inc. at Decenber 28, 2003 and Decenber 29, 2002, and the consolidated results of
its operations and its cash flows for each of the years then ended, in
conformity with accounting principles generally accepted in the United States.
Al so, in our opinion, the related 2003 and 2002 financial information included
in the financial statenment schedul e, when considered in relation to the basic
financial statements taken as a whole, presents fairly in all material respects
the information set forth therein

As discussed in Note 2 to the consolidated financial statements, effective
December 31, 2001, the Company changed its method of accounting for goodw Il and
ot her intangible assets.

As di scussed above, the consolidated statenents of incone, cash flows and
sharehol ders' equity and conprehensive i ncone of the Conmpany for the year ended
Decenmber 30, 2001 were audited by other auditors who have ceased operations. As
described in Note 2, these financial statements have been revised to include the
transitional disclosures required by Statenent of Financial Accounting Standards
(Staterment) No. 142, CGoodwill and Other Intangible Assets, which was adopted by
the Conpany as of December 31, 2001. Qur audit procedures with respect to the
di sclosures in Note 2 with respect to 2001 included (a) agreeing the previously
reported net income to the previously issued financial statenments and the
adjustments to reported net income representing anortizati on expense (i ncluding
any related tax effects) recognized in those periods related to goodw Il and
goodwi I | related to equity investees to our underlying records obtained from
management, and (b) testing the mathematical accuracy of the reconciliation of
adj usted net incone to reported net inconme, and the rel ated earni ngs-per-share
amounts. | n our opinion, the disclosures for 2001 in Note 2 are appropriate.
However, we were not engaged to audit, review, or apply any procedures to the
2001 consolidated financial statenents of the Conmpany other than with respect to
such discl osures and, accordingly, we do not express an opinion or any other
form of assurance on the 2001 consolidated financial statenments taken as a
whol e.
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/'s/ ERNST & YOUNG LLP

West Pal m Beach, Florida
February 4, 2004
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THI'S REPORT | S A COPY OF A REPORT PREVI QUSLY | SSUED BY ARTHUR ANDERSEN LLP. THE
REPORT HAS NOT BEEN RElI SSUED BY ARTHUR ANDERSEN LLP NOR HAS ARTHUR ANDERSEN LLP
PROVI DED A CONSENT TO THE I NCLUSION OF I TS REPORT IN THI S FORM 10-K

REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS
To Wackenhut Corrections Corporation

We have audited the acconpanyi ng consol i dated bal ance sheets of Wackenhut
Corrections Corporation (a Florida corporation) and subsidiaries as of Decenber
30, 2001 and Decenber 31, 2000, and the related consolidated statenents of
operations, stockholders' equity and conprehensive incone and cash flows for
each of the three fiscal years in the period ended Decenber 30, 2001. These
financial statements are the responsibility of our managenent. CQur
responsibility is to express an opinion on these consolidated financia
statenents based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the financial statenents
are free of material msstatenent. An audit includes exam ning, on a test basis,
evi dence supporting the anpbunts and di sclosures in the financial statements. An
audit al so includes assessing the accounting principles used and significant
estimates made by managenent, as well as evaluating the overall financia
statenment presentation. W believe that our audits provide a reasonabl e basis
for our opinion.

In our opinion, the financial statenments referred to above present fairly,
in all material respects, the financial position of Wackenhut Corrections
Cor poration and subsidi aries as of Decenmber 30, 2001 and Decenber 31 2000, and
the results of their operations and their cash flows for each of the three years
in the period ended Decenber 30, 2001 in conformity with accounting principles
general |y accepted in the United States.

As discussed in Note 2 to the financial statenents, effective January 1,
2001, the Conpany changed its nethod of accounting for derivative instrunents.

ARTHUR ANDERSEN LLP

West Pal m Beach, Fl orida,
February 6, 2002
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MANAGEMENT' S RESPONSI Bl LI TY FOR FI NANCI AL STATEMENTS

To the Sharehol ders of
The GEO Group, Inc.:

The acconpanyi ng consol i dated financial statenents have been prepared in
conformity with accounting principles generally accepted in the United States.
They include anobunts based on judgnments and estinates.

Representation in the consolidated financial statements and the fairness
and integrity of such statements are the responsibility of nanagenent. |n order
to neet nanagenment's responsibility, the Conpany maintains a systemof interna
controls and procedures and a program of internal audits designed to provide
reasonabl e assurance that our assets are controlled and saf eguarded, that
transactions are executed in accordance with nanagenent's authorization and
properly recorded, and that accounting records nay be relied upon in the
preparation of financial statenents.

The consolidated financial statenments have been audited by Ernst & Young
LLP, independent certified public accountants, whose appointnent was ratified by
our sharehol ders. Their report expresses a professional opinion as to whether
managenent's consolidated financial statements considered in their entirety
present fairly, in conformity with accounting principles generally accepted in
the United States, our financial position and results of operations. Their audit
was conducted in accordance with auditing standards generally accepted in the
United States. As part of this audit, Ernst & Young LLP considered our system of
internal controls to the degree they deened necessary to determ ne the nature,
timng, and extent of their audit tests which support their opinion on the
consol i dated financi al statenents.

The Audit Conmittee of the Board of Directors neets periodically with
representatives of managenment, the independent certified public accountants and
our internal auditors to review matters relating to financial reporting,

i nternal accounting controls and auditing. Both the internal auditors and the
i ndependent certified public accountants have unrestricted access to the Audit
Commttee to discuss the results of their reviews.

CGeorge C. Zol ey
Chai rman and Chi ef Executive Oficer

Wayne H. Cal abrese
Vi ce Chairnan, President
and Chief Operating Oficer

John G O Rourke
Seni or Vice President
Chi ef Financial Oficer and Treasurer
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| TEM 9. CHANGES | N AND DI SAGREEMENTS W TH ACCOUNTANTS ON ACCOUNTI NG AND
FI NANCI AL DI SCLOSURE

None.
| TEM 9A. CONTROLS AND PROCEDURES

We carried out an evaluation, under the supervision and with the
partici pation of our managenent, including the Chief Executive Oficer and Chief
Financial Oficer, of the effectiveness of the design and operation of our
di scl osure controls and procedures pursuant to Securities Exchange Act Rule
13-a-14(c) and 15d-14(c). Based upon that evaluation, the Chief Executive
O ficer and Chief Financial Oficer concluded that our disclosure controls and
procedure, as defined in Securities Exchange Act Rul es 13a-15(e) and 15d-15(e),
as of the end of the period covered by this report. Based upon that eval uation
the Chief Executive Oficer and Chief Financial Oficer have concluded that, as
of Decenber 28, 2003, our disclosure controls and procedures were effective in
timely alerting themto naterial information relating to us (including our
consol i dated subsidiaries) required to be included in this report. There has
been no change in our internal control over financial reporting during the year
ended Decenber 28, 2003 that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

PART 111
| TEMS 10, 11, 12, 13 AND 14
The information required by Items 10, 11, 12 (except for the information
required by Item 201(d) of Regulation S-K which is included in Part 11, Item5
of this report), 13 and 14 of Form 10-K will be contained in, and is
i ncorporated by reference from the proxy statenent for our 2004 annual neeting
of sharehol ders, which will be filed with the SEC pursuant to Regul ation 14A
within 120 days after the end of the fiscal year covered by this report.
PART |V
| TEM 15. EXH BI TS, FI NANCI AL STATEMENT SCHEDULES, AND REPORTS ON FORM 8- K
(a) (1) Financial Statenents.

The foll owi ng consolidated financial statenments of GEO are filed under Item
8 of Part Il of this report:

Report of Independent Certified Public Accountants -- Page 77

Consol i dat ed Bal ance Sheets -- Decenber 28, 2003 and Decenber 29,
2002 -- Page 49

Consol idated Statements of Income -- Fiscal years ended Decenber 28, 2003,
Decenmber 29, 2002, and Decemnber 30, 2001 -- Page 48

Consol i dated Statements of Cash Flows -- Fiscal years ended Decenber 28
2003, Decenber 29, 2002, and Decenber 30, 2001 -- Page 50

Consol i dated Statenments of Sharehol ders' Equity and Conprehensive
Income -- Fiscal years ended Decenber 28, 2003, Decenber 29, 2002, and Decemnber
30, 2001 -- Page 51

Notes to Consolidated Financial Statenments -- Pages 52 through 76

(2) Financial Statement Schedul es.

Schedule Il -- Valuation and Qualifying Accounts -- Page 87
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Al'l other schedul es specified in the accounting regul ations of the
Securities and Exchange Conmi ssion have been onitted because they are either
i napplicable or not required.
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(3) Exhibits Required by Item 601 of Regulation S-K.  The follow ng
exhibits are filed as part of this Annual Report:

<Tabl e>

<Capti on>

EXH BI T

NUVBER DESCRI PTI ON

3.1 -- Amended and Restated Articles of |Incorporation of the
Conpany, dated May 16, 1994 (incorporated herein by
reference to Exhibit 3.1 to the Conpany's registration
statement on Form S-1, filed on May 24, 1994)

3.2 -- Byl aws of the Conpany (incorporated herein by reference to
Exhibit 3.2 to the Conpany's registration statenent on Form
S-1, filed on May 24, 1994)

4.1 -- I ndenture, dated July 9, 2003, by and between the Conpany
and The Bank of New York, as Trustee, relating to 8 1/4%
Seni or Notes Due 2013 (incorporated herein by reference to
Exhibit 4.1 to the Conpany's report on Form 8-K, filed on
July 29, 2003)

4.2 -- Regi stration Ri ghts Agreenment, dated July 9, 2003, by and
among t he Conpany Corporation and BNP Pari bas Securities
Corp., Lehman Brothers Inc., First Analysis Securities
Cor poration, SouthTrust Securities, Inc. and Comerica
Securities, Inc. (incorporated herein by reference to
Exhibit 4.2 to the Conpany's report on Form 8-K, filed on
July 29, 2003)

4.3 -- Ri ghts Agreenment, dated as of October 9, 2003, between the
Conpany and Equi Serve Trust Conpany, N. A, as the R ghts
Agent (incorporated herein by reference to Exhibit 4.3 to
the Conpany's report on Form 8-K, filed on July 29, 2003)

10.1 -- Stock Option Plan (incorporated herein by reference to
Exhibit 10.1 to the Conpany's registration statement on Form
S-1, filed on May 24, 1994) +

10. 2 -- 1994 Stock Option Plan (incorporated herein by reference to
Exhibit 10.2 to the Conpany's registration statenment on Form
S-1, filed on May 24, 1994) +

10. 3 -- Form of I ndemification Agreenent between the Conpany and
its Oficers and Directors (incorporated herein by reference
to Exhibit 10.3 to the Conpany's registration statenent on
FormS-1, filed on May 24, 1994) +

10. 4 -- Senior Oficer Retirenment Plan (incorporated herein by
reference to Exhibit 10.4 to the Conpany's registration
statenment on Form S-1/A, filed on Decenber 22, 1995) +

10.5 -- Director Deferral Plan (incorporated herein by reference to
Exhi bit 10.5 to the Conpany's registration statement on Form
S-1/A filed on Decenber 22, 1995) +

10.6 -- Senior O ficer Incentive Plan (incorporated herein by
reference to Exhibit 10.6 to the Conpany's registration
statement on Form S-1/A, filed on Decenber 22, 1995) +

10. 7 -- Form of Master Agreenent to Lease between the Conpany and
CPT Operating Partnership L.P. (incorporated herein by
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reference to Exhibit 10.2 to the Conpany's registration
statenment on Form S-11/A, filed on March 20, 1998)

10. 8 -- Form of Lease Agreement between CPT Operating Partnership
L. P. and the Conpany (incorporated herein by reference to
Exhi bit 10.3 to the Conpany's registration statenment on Form
S-11/A, filed on March 20, 1998)

10.9 -- Form of Right to Purchase Agreenent between the Conpany and
CPT Operating Partnership L.P. (incorporated herein by
reference to Exhibit 10.4 to the Conpany's registration
statenment on Form S-11/A, filed on March 20, 1998)

10. 10 -- Form of Option Agreenent between the Conpany and CPT
Qperating Partnership L.P (incorporated herein by reference
to Exhibit 10.5 to the Company's registration statement on
Form S-11/A, filed on March 20, 1998)

10. 11 -- 1999 Stock Option Plan (incorporated herein by reference to
Exhi bit 10.12 to the Conpany's report on Form 10-K, filed on
March 30, 2000) +

10. 12 -- Senior O ficer Retirement Agreenent (incorporated herein by
reference to Exhibit 10.1 to the Conpany's report on Form
10-Q filed on August 10, 2001) +

10. 13 -- Executive Severance Agreenent (incorporated herein by
reference to Exhibit 10.2 to the Conpany's report on Form
10-Q filed on August 10, 2001) +

</ Tabl e>
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<Tabl e>
<Capti on>
EXH BI T
NUVBER

10. 14 --

10. 15 --

10. 16 --

10. 17 --

10. 18 --

10. 19 --

10. 20 --

10. 21 --

10. 22 --

10. 23 --

10. 24 --

DESCRI PTI ON

Executive Enpl oyment Agreenent, dated March 7, 2002, between
the Conpany and Dr. CGeorge C. Zoley (incorporated herein by
reference to Exhibit 10.15 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Executive Enmpl oyment Agreenent, dated March 7, 2002, between
the Conpany and Wayne H. Cal abrese (incorporated herein by
reference to Exhibit 10.16 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Executive Enpl oynment Agreenent, dated March 7, 2002, between
the Conpany and John G O Rourke (incorporated herein by
reference to Exhibit 10.17 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Executive Retirement Agreenent, dated March 7, 2002, between
the Conpany and Dr. George C. Zoley (incorporated herein by
reference to Exhibit 10.18 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Executive Retirement Agreenent, dated March 7, 2002, between
the Conpany and Wayne H. Cal abrese (incorporated herein by
reference to Exhibit 10.19 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Executive Retirement Agreenent, dated March 7, 2002, between
the Conpany and John G O Rourke (incorporated herein by
reference to Exhibit 10.20 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

Amended Executive Retirenent Agreenent, dated January 17,
2003, by and between the Conpany and CGeorge C. Zol ey

(incorporated herein by reference to Exhibit 10.18 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

Amended Executive Retirenent Agreenent, dated January 17,
2003, by and between the Conpany and Wayne H. Cal abrese

(incorporated herein by reference to Exhibit 10.19 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

Anmended Executive Retirenment Agreement, dated January 17,
2003, by and between the Conmpany and John G O Rourke

(incorporated herein by reference to Exhibit 10.20 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

O fice Lease, dated Septenber 12, 2002, by and between the
Conpany and Canpro |Investnents Ltd. (incorporated herein by
reference to Exhibit 10.22 to the Conpany's report on Form
10-K, filed on March 20, 2003)

Amended and Restated Credit Agreenent, dated July 9, 2003,
by and anong t he Conpany, BNP Pari bas, as Adm nistrative
Agent, Syndication Agent and Lead Arranger, Bank of Anerica,
N. A. and Sout htrust Bank, as Co- Syndication Agents,
Coneri ca Bank, as Co-Docunentation Agent, and the |enders
who are, or may fromtinme to tine becone, a party thereto
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(incorporated herein by reference to Exhibit 10.1 to the
Conpany's report on Form 8-K, filed on July 29, 2003)

10. 25 -- Amendnent No. 1 to Amended and Restated Credit Agreenent,
dat ed February 20, 2004, by and anobng t he Conpany, BNP
Pari bas, as Administrative Agent, Syndication Agent and Lead
Arranger, Bank of Anmerica, N A and Southtrust Bank, as Co-
Syndi cati on Agents, Conerica Bank, as Co-Docunentation
Agent, and the | enders who are, or may fromtime to time
becorme, a party thereto*

21.1 -- Subsi di ari es of the Conpany (incorporated herein by
reference to Exhibit 21.1 to the Conpany's report on Form
10-K/' A, filed on June 30, 2003)

23.1 -- Consent of Ernst & Young LLP, independent certified public
account ant s*

31.1 -- Rul e 13a-14(a) Certification in accordance with Section 302
of the Sarbanes-Oxl ey Act of 2002.*

31.2 -- Rul e 13a-14(a) Certification in accordance with Section 302
of the Sarbanes-Oxl ey Act of 2002.*

32.1 -- Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*
</ Tabl e>
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<Tabl e>

<Capti on>

EXH BI T

NUMBER DESCRI PTI ON

32.2 -- Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxl ey Act of 2002.*

</ Tabl e>

* Filed herew th.
+ Managenent contract or conpensatory plan, contract or agreenent as defined in
Item 402(a)(3) of Regulation S-K
(b) Reports on Form 8-K
W filed a Form8-K, Itens 5 and 7, on Cctober 27, 2003.
W filed a Form8-K, Item5, on Cctober 30, 2003.
W filed a Form 8-K, Item 12, on Novenber 7, 2003.
W filed a Form8-K/A, Item 12, on Novenber 18, 2003

83

160



GEO GROUP INC Filing Date: 12/28/03

S| GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Conpany has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

THE GEO GROUP, | NC
/sl JOHAN G O ROURKE

John G O Rourke
Seni or Vice President of Finance &
Chi ef Financial Oficer

Date: March 10, 2004

Each person whose signature appears bel ow hereby constitutes and appoints
John G O Rourke, Senior Vice President of Finance and Chief Financial Oficer
Brian R Evans, Chief Accounting Oficer, and Controller; and John J. Bulfin,
Seni or Vice President, General Counsel and Corporate Secretary; and each of
them the true and | awful attorneys-in-fact and agents of the undersigned, with
full power undersigned, in any and all capacities, to sign any and al
amendments to this Annual Report on Form 10-K and to file the sane, with al
exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Conmi ssion, and hereby grants to such attorneys-in-fact
and agents, and each of them full power and authority to do and perform each
and every act and thing requisite and necessary to be done, as fully to al
i ntents and purposes as the undersigned mght or could do in person, hereby
ratifying and confirmng all that said attorneys-in-fact and agents, or any of
them or their or his substitute or substitutes, may lawfully do or cause to bhe
done by virtue thereof.

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report has been signed bel ow by the foll owi ng persons on behal f of the Conpany
and in the capacities and on the dates indicated.

<Tabl e>
<Capti on>
S| GNATURE TI TLE DATE
/sl GEORCE C. ZOLEY Chai rman of the Board & March 10, 2004
-------------------------------------- Chi ef Executive O ficer
George C. Zol ey (principal executive officer)
/s/ JOHN G O ROURKE Seni or Vice President of Finance & March 10, 2004
-------------------------------------- Chi ef Financial Oficer (principal
John G O Rourke financial officer)
/'s/ BRIAN R EVANS Chi ef Accounting O ficer & March 10, 2004
-------------------------------------- Control ler (principal accounting
Brian R Evans of ficer)
/sl WAYNE H. CALABRESE Vi ce Chairman of the Board March 10, 2004
-------------------------------------- & Director
Wayne H. Cal abrese
/sl NORMAN A. CARLSON Di rector March 10, 2004
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Norman A. Carl son

/'s/ BENJAMN R CI VI LETTI Di rector March 10, 2004

Benjamin R Cviletti
</ Tabl e>
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<Tabl e>
<Capti on>
S| GNATURE

Anne N. Forenan

/'s/ G FRED DI BONA, JR

G Fred Di Bona, Jr.

/'s/ RICHARD H. GLANTON

Ri chard H. d anton
</ Tabl e>

Director

Di rector

Director
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DATE

March 10, 2004

March 10, 2004

March 10, 2004
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REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS

THI'S REPORT IS A COPY OF A REPORT PREVI QUSLY | SSUED BY ARTHUR ANDERSEN LLP. THE
REPORT HAS NOT BEEN RElI SSUED BY ARTHUR ANDERSEN LLP NOR HAS ARTHUR ANDERSEN LLP
PROVI DED A CONSENT TO THE I NCLUSION OF I TS REPORT IN THI S FORM 10- K

REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS
To Wackenhut Corrections Corporation

We have audited in accordance with auditing standards generally accepted in
the United States, the consolidated financial statenents included in Wackenhut
Corrections Corporation's 2001 Annual Report to Sharehol ders included in this
Form 10- K, and have issued our report thereon dated February 6, 2002. Qur audits
were made for the purpose of formng an opinion on those statenents taken as a
whol e. The schedul e |listed above in item 14(a)2 of our Annual Report on Form
10-K for the fiscal year ended Decenber 30, 2001 is the responsibility of our
managenent and is presented for purposes of conplying with the Securities and
Exchange Commission's rules and is not part of the basic consolidated financia
statenments. This schedul e has been subjected to the auditing procedures applied
in the audits of the basic consolidated financial statenents and, in our
opinion, fairly states in all material respects the financial data required to
be set forth therein in relation to the basic consolidated financial statements
taken as a whol e.

ARTHUR ANDERSEN LLP

West Pal m Beach, Fl orida,
February 6, 2002.
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SCHEDULE | |
THE GEO GRCUP, | NC

VALUATI ON AND QUALI FYI NG ACCOUNTS
FOR THE FI SCAL YEARS ENDED DECEMBER 28, 2003, DECEMBER 29, 2002, AND DECEMBER

30, 2001
<Tabl e>
<Capti on>
BALANCE AT CHARGED TO CHARGED DEDUCTI ONS, BALANCE AT
BEG NNI NG COST AND TO OTHER ACTUAL END OF
DESCRI PTI ON OF PERI OD EXPENSES ACCOUNTS CHARGE- OFFS PERI CD

(I'N THOUSANDS)

YEAR ENDED DECEMBER 28, 2003

Al | owance for doubtful accounts........ $1, 644 $1, 025 $ -- $(1, 442) $1, 227
YEAR ENDED DECEMBER 29, 2002:
Al | owance for doubtful accounts........ $2, 557 $2, 368 $ -- $(3,281) $1, 644
YEAR ENDED DECEMBER 30, 2001:
Al | owance for doubtful accounts........ $1, 262 $3, 636 $ -- $(2, 234) $2, 557
</ Tabl e>
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EXH BI T | NDEX

<Tabl e>

<Capti on>

EXH BI' T

NUMBER DESCRI PTI ON

3.1 Amended and Restated Articles of Incorporation of the

Conpany, dated May 16, 1994 (i ncorporated herein by
reference to Exhibit 3.1 to the Conpany's registration
statenment on Form S-1, filed on May 24, 1994)

3.2 Byl aws of the Conpany (incorporated herein by reference to
Exhibit 3.2 to the Conpany's registration statenent on Form
S-1, filed on May 24, 1994)

4.1 I ndenture, dated July 9, 2003, by and between the Conpany
and The Bank of New York, as Trustee, relating to 8 1/4%
Seni or Notes Due 2013 (incorporated herein by reference to
Exhibit 4.1 to the Conpany's report on Form 8-K, filed on
July 29, 2003)

4.2 Regi stration Ri ghts Agreenment, dated July 9, 2003, by and
anong the Company Corporation and BNP Paribas Securities
Corp., Lehman Brothers Inc., First Analysis Securities
Cor poration, SouthTrust Securities, Inc. and Conerica
Securities, Inc. (incorporated herein by reference to
Exhibit 4.2 to the Conpany's report on Form 8-K, filed on
July 29, 2003)

4.3 Ri ghts Agreenment, dated as of COctober 9, 2003, between the
Conpany and Equi Serve Trust Conpany, N. A, as the R ghts
Agent (incorporated herein by reference to Exhibit 4.3 to
the Conpany's report on Form 8-K, filed on July 29, 2003)

10.1 Stock Option Plan (incorporated herein by reference to
Exhibit 10.1 to the Conpany's registration statement on Form
S-1, filed on May 24, 1994) +

10. 2 1994 Stock Option Plan (incorporated herein by reference to
Exhibit 10.2 to the Conpany's registration statenment on Form
S-1, filed on May 24, 1994) +

10. 3 Form of I ndemification Agreenent between the Company and
its Officers and Directors (incorporated herein by reference
to Exhibit 10.3 to the Conpany's registration statenment on
FormS-1, filed on May 24, 1994) +

10. 4 Senior O ficer Retirenment Plan (incorporated herein by
reference to Exhibit 10.4 to the Conpany's registration
statenment on Form S-1/A, filed on Decenber 22, 1995) +

10.5 Director Deferral Plan (incorporated herein by reference to
Exhi bit 10.5 to the Conpany's registration statenment on Form
S-1/A filed on Decenber 22, 1995) +

10.6 Senior O ficer Incentive Plan (incorporated herein by
reference to Exhibit 10.6 to the Conpany's registration
statenment on Form S-1/A, filed on Decenber 22, 1995) +

10. 7 Form of Master Agreenent to Lease between the Conpany and
CPT Operating Partnership L.P. (incorporated herein by
reference to Exhibit 10.2 to the Conpany's registration
statenment on Form S-11/A, filed on March 20, 1998)

10. 8 Form of Lease Agreenment between CPT Operating Partnership
L. P. and the Conpany (incorporated herein by reference to
Exhibit 10.3 to the Conpany's registration statenment on Form
S-11/A, filed on March 20, 1998)

10.9 Form of Right to Purchase Agreenent between the Company and
CPT Operating Partnership L.P. (incorporated herein by
reference to Exhibit 10.4 to the Conpany's registration
statement on Form S-11/A, filed on March 20, 1998)

10. 10 Form of Option Agreenent between the Conpany and CPT
Operating Partnership L.P (incorporated herein by reference
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to Exhibit 10.5 to the Company's registration statement on
Form S-11/A, filed on March 20, 1998)

10. 11 1999 Stock Option Plan (incorporated herein by reference to
Exhi bit 10.12 to the Conpany's report on Form 10-K, filed on
March 30, 2000) +

10. 12 Senior Oficer Retirement Agreenment (incorporated herein by
reference to Exhibit 10.1 to the Conpany's report on Form
10-Q filed on August 10, 2001) +

10. 13 Executive Severance Agreenent (incorporated herein by
reference to Exhibit 10.2 to the Conpany's report on Form
10-Q filed on August 10, 2001) +

10. 14 Executive Enpl oynment Agreenent, dated March 7, 2002, between
the Conpany and Dr. George C. Zoley (incorporated herein by
reference to Exhibit 10.15 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

10. 15 Executive Enmpl oyment Agreenent, dated March 7, 2002, between
the Conpany and Wayne H. Cal abrese (incorporated herein by
reference to Exhibit 10.16 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

10. 16 Executive Enpl oyment Agreenent, dated March 7, 2002, between
the Conpany and John G O Rourke incorporated herein by
reference to Exhibit 10.17 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

</ Tabl e>
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<Tabl e>

<Capti on>

EXH BI T

NUVBER DESCRI PTI ON

10. 17 Executive Retirement Agreenent, dated March 7, 2002, between

the Conpany and Dr. George C. Zoley (incorporated herein by
reference to Exhibit 10.18 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

10. 18 Executive Retirement Agreenent, dated March 7, 2002, between
the Conpany and Wayne H. Cal abrese (incorporated herein by
reference to Exhibit 10.19 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

10. 19 Executive Retirement Agreenent, dated March 7, 2002, between
the Conpany and John G O Rourke (incorporated herein by
reference to Exhibit 10.20 to the Conpany's report on Form
10-Q filed on May 15, 2002) +

10. 20 Anmended Executive Retirenment Agreement, dated January 17
2003, by and between the Conpany and CGeorge C. Zol ey
(incorporated herein by reference to Exhibit 10.18 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

10. 21 Amended Executive Retirenent Agreenent, dated January 17
2003, by and between the Conpany and Wayne H. Cal abrese
(incorporated herein by reference to Exhibit 10.19 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

10. 22 Amended Executive Retirenent Agreenent, dated January 17
2003, by and between the Conmpany and John G O Rourke
(incorporated herein by reference to Exhibit 10.20 to the
Conpany's report on Form 10-K, filed on March 20, 2003) +

10. 23 Ofice Lease, dated Septenber 12, 2002, by and between the
Conpany and Canpro Investnents Ltd. (incorporated herein by
reference to Exhibit 10.22 to the Conpany's report on Form
10-K, filed on March 20, 2003)

10. 24 Amended and Restated Credit Agreenment, dated July 9, 2003
by and anong t he Conpany, BNP Paribas, as Adm nistrative
Agent, Syndication Agent and Lead Arranger, Bank of Anerica,
N. A. and Sout htrust Bank, as Co- Syndication Agents,
Coneri ca Bank, as Co-Docunentation Agent, and the |enders
who are, or may fromtine to tine becone, a party thereto
(incorporated herein by reference to Exhibit 10.1 to the
Conpany's report on Form 8-K, filed on July 29, 2003)

10. 25 Amendnent No. 1 to Amended and Restated Credit Agreenent,
dat ed February 20, 2004, by and anobng the Company, BNP
Pari bas, as Administrative Agent, Syndication Agent and Lead
Arranger, Bank of America, N A and Southtrust Bank, as Co-
Syndi cati on Agents, Conerica Bank, as Co-Documnentation
Agent, and the lenders who are, or may fromtine to tine
becorme, a party thereto*

21.1 Subsi di ari es of the Conpany (i ncorporated herein by
reference to Exhibit 21.1 to the Conpany's report on Form
10-K/' A, filed on June 30, 2003)

23.1 Consent of Ernst & Young LLP, independent certified public
account ant s*

31.1 Rul e 13a-14(a) Certification in accordance with Section 302
of the Sarbanes-Oxl ey Act of 2002.*

31.2 Rul e 13a-14(a) Certification in accordance with Section 302
of the Sarbanes-Oxl ey Act of 2002.*

32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*

32.2 Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*

</ Tabl e>
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* Filed herew th.
+ Management contract or conpensatory plan, contract or agreenent as defined in
Item 402(a)(3) of Regulation S-K
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EXH BIT 25.1
AMENDMENT NO. 1

AMENDMENT NO. 1 dated as of February 20, 2004 anbng The GEO
Group, Inc. (f/k/a Wackenhut Corrections Corporation), a Florida corporation
(the "BORROVNER'), the lenders parties hereto, BNP PARIBAS, as adm nistrative
agent for such lenders (in such capacity, the "ADM N STRATI VE AGENT"), anendi ng
the Credit Agreenent referred to bel ow

WHEREAS, the Borrower, the | enders party thereto and the
Admi ni strative Agent have entered into an Armended and Restated Credit Agreenent
dated as of July 9, 2003 (as anended, nodified, restated and ot herw se
suppl enented fromtime to time, the "CREDI T AGREEMENT"); and

WHEREAS, the parties hereto wish to anend the Credit Agreenent
as provi ded herein;

NOW THEREFORE, the parties hereto hereby agree as foll ows:

1. DEFINITIONS. Capitalized terns used and not defined herein shal
have t he respective neanings given to themin the Credit Agreenent.

2. AVENDMENT TO CREDI T AGREEMENT.

(a) Section 1.1 is anended to add a definition of the
following termin appropriate al phabetical order

" ANNOUNCEMENT" neans the public announcenent by the
Borrower that it has entered into a definitive purchase
agreenment for the acquisition of a Permtted Business.

(b) Section 1.1 is anended to revise the definition of
"Capital Expenditures"” to read in its entirety as follows:

" CAPI TAL EXPENDI TURES" neans with respect to the Borrower
and its Restricted Subsidiaries for any period, the aggregate
cost of all Capital Assets acquired by the Borrower and its
Restricted Subsidiaries during such period, as determ ned in
accordance with GAAP; PROVIDED that for five (5) consecutive
fiscal quarters beginning with the fiscal quarter ending June
27, 2004 any capitalized costs related to the purchase and
i npl enentati on of a new managenent information operating
system for the Borrower and its Subsidiaries, in an aggregate
amount not to exceed $6, 000,000, shall be excluded fromthe
cal cul ati on of Capital Expenditures.
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(c) Section 4.4(b)(iii) is anended as foll ows:

(i) clause (z) is amended to revise the proviso at
the end thereof to read inits entirety as foll ows:

PROVIDED that (A) if the Borrower does not namke an
Announcenent by June 28, 2004, then no later than June 28,
2004 the Borrower shall make such mandatory principa
prepaynents in anounts equal to the remaini ng bal ance of
such Net Cash Proceeds which have not been reinvested in
Permtted Acquisitions or in other revenue producing
assets related to a Permtted Business by such date and
(B) if the Borrower does make an Announcerent by June 28,
2004, then no later than Cctober 26, 2004 the Borrower
shal | nmake such mandatory princi pal prepaynments in anpunts
equal to the renaining bal ance of such Net Cash Proceeds
whi ch have not been reinvested in Pernmitted Acquisitions
or in other revenue producing assets related to a
Permtted Business by Cctober 26, 2004.

(ii) the second sentence of such section is anended
toread inits entirety as foll ows:

If Net Cash Proceeds referred to in clause (y) of the
precedi ng sentence are not reinvested by the date which is
two hundred seventy (270) days follow ng the Borrower's or
Restricted Subsidiary's recel pt thereof, the Borrower
shal | nake a mandatory prepaynment in an anount equal to
such Net Cash Proceeds as descri bed above on such date.

(d) Section 4.4(b)(v) is amended to read in its entirety as
fol |l ows:

No |ater than (A) June 28, 2004 for the Fiscal Year ending
Decenmber 28, 2003 and (B) one hundred and twenty five (125)
days after the end of any Fiscal Year comencing with the
Fi scal Year ending Decenber 26, 2004, if at any Fiscal Year
end the Total Leverage Ratio exceeds 1.50 to 1.00, the
Borrower shall nmake a mandatory principal repaynent of the
Loans in an anpbunt equal to fifty percent (50% of Excess Cash
Flow, if any, for such Fiscal Year; PROVIDED that for the
Fi scal Year ending Decenber 28, 2003, if the Borrower nakes
the Announcenent prior to June 28, 2004, the Borrower shal
not be required to make such repaynent until October 26, 2004.
Not wi t hst andi ng the foregoi ng, Excess Cash Fl ow conputed for
the Fiscal Year ending Decenber 28, 2003 shall be for the
period fromJuly 1, 2003 through Decenber 28, 2003.

(e) Section 5.1(c) is anended to replace the pricing grid
appearing in such Section with the followi ng new pricing grid:
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REVOLVI NG CREDI T LOANS TERM LOANS
PRI CI NG LEVEL TOTAL LEVERAGE RATI O LI BOR BASE RATE LI BOR BASE RATE
(A Greater than 3.00 to 1.00 2.75% 1. 50% 2.50% 1.25%
I Geater than 2.50 to 1.00, but 2.50% 1.25% 2.50% 1.25%
less than or equal to 3.00 to
1. 00
I Greater than 2.00 to 1.00, but 2.25% 1. 00% 2. 50% 1.25%
less than or equal to 2.50 to
1.00
| Less than or equal to 2.00 2. 00% 0. 75% 2. 50% 1.25%

3. CONDI TI ONS TO EFFECTI VENESS. Thi s Anmendrment shall becone effective
as of the date hereof when:

(a) the Adm nistrative Agent shall have received counterparts
of this Anmendnment executed by the Borrower and the Lenders;

(b) the Adm nistrative Agent shall have received a certificate
of the secretary or the assistant secretary of the Borrower certifying as to the
i ncumbency and genui neness of the signature of the officer of the Borrower
executing this Amendnent; and

(c) the Borrower shall have paid to the Admi nistration Agent
all fees and expenses payable by the Borrower in connection with the
preparation, execution and delivery of this Amendnent.

4. REPRESENTATI ON OF BORROVWER. The Borrower represents and warrants to
the Lenders and the Administrative Agent that after giving effect to this
Amendnent, (i) the representations and warranties of the Borrower contained in
the Credit Agreenent are true and correct on the date hereof, except to the
extent that such representations and warranties expressly relate to an earlier
date, and (ii) no Default or Event of Default has occurred and is conti nui ng.

5. COUNTERPARTS. This Amendnent may be executed in several counterparts
and by the different parties hereto on separate counterparts, all of which taken
together shall constitute but one and the sanme Amendnent. Delivery of an
executed counterpart of a signature page of this Amendnent by tel ecopy shall be
effective as delivery of a manually executed counterpart of this Arendnent.

6. GOVERNI NG LAW TH S AMENDMENT SHALL BE GOVERNED BY AND CONSTRUED | N
ACCORDANCE W TH THE LAWS OF THE STATE OF NEW YORK
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7. CREDI T AGREEMENT REMAI NS | N EFFECT. Except as provided herein, al
provisions, terns and conditions of the Credit Agreenent shall remain in ful
force and effect. As amended hereby, the Credit Agreenent is ratified and
confirmed in all respects. Wenever the "Credit Agreenment” is referred to in the
Credit Agreenent, any other Loan Docurment or any of the Exhibits thereto or any
ot her instrument or document executed in connection therewith, it shall be
deened to nmean the Credit Agreenment as anended hereby.

8. NO OTHER AGREEMENTS. This Anendnent sets forth the entire agreenent
anmong the parties with respect to the subject natter hereof, and supercedes any
prior agreements, witten or oral, relating thereto.

{signature pages follow}
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IN WTNESS WHEREOF, the parties hereto have caused this Anmendment to be
duly executed as of the date first above witten.

THE GEO GROUP, | NC.
By: /s/ JOHN G O ROURKE

Name:
Title: Senior Vice President, Chief
Fi nancial Oficer

BNP PARI BAS,
as a Lender and as Administrative Agent

By: /s/ SHAYN P. MARCH

Name:
Title: Director

By: /s/ CHRI STOPHER PERRAS

Name:
Title: Associate

{ SI GNATURE PAGES OF ADDI TI ONAL LENDERS FOLLOW
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The undersi gned Lender hereby agrees to all of the terms and provisions of the
f oregoi ng Anendrent .

{Nane of Lender}
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EXH BIT 23.1
CONSENT COF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS

We consent to the incorporation by reference in the Registration Statenent
(Form S-4 No. 333-107709) and the rel ated Prospectus, the Registration Statenent
(Form S-3 No. 333-111003) and in the rel ated Prospectus, the Registration
Statement (Form S-8 No. 333-79817) pertaining to the 1999 Stock Option Plan, the
Regi stration Statenent (Form S-8 No. 333-17265) pertaining to the Enmpl oyees
401(k) and Retirenent Plan, the Registration Statement (Form S-8 No. 333-09977)
pertaining to the Wackenhut Corrections Corporation Stock Option Plan, and the
Regi stration Statenent (Form S-8 No. 333-09981) pertaining to the Nonenpl oyee
Director Stock Option Plan of Wackenhut Corrections Corporation of our report
dated February 4, 2004, with respect to the consolidated financial statenents
and schedul e of The GEO Group, Inc. (formerly Wackenhut Corrections Corporation)
included in this Annual Report (Form 10-K) for the year ended Decenber 28, 2003.

/'s/ ERNST & YOUNG LLP

West Pal m Beach, Florida
March 8, 2004
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EXH BIT 31.1
CERTI FI CATI ONS

I, George C. Zoley, certify that:

1. | have reviewed this annual report on Form 10-K of The GEO G oup
Inc. (the "Conpany");

2. Based on ny know edge, this annual report does not contain any
untrue statenment of a material fact or onmt to state a material fact
necessary to nake the statenents made, in |ight of the circunstances under
whi ch such statenents were nade, not msleading with respect to the period
covered by this annual report;

3. Based on ny know edge, the financial statenents, and other
financial information included in this annual report, fairly present in al
material respects the financial condition, results of operations and cash
flows of the Conpany as of, and for, the periods presented in this annua
report;

4. Qur other certifying officers and | are responsible for
est abl i shing and mai ntai ning di scl osure controls and procedures (as defined
i n Exchange Act Rul es 13a-14 and 15d-14) for the Conpany and have:

a) Designed such disclosure controls and procedures to ensure that
material information relating to the Conpany, Including its consolidated
subsidiaries, is nade known to us by others within those entities,
particularly during the period in which this annual report is being
pr epar ed;

b) Evaluated the effectiveness of our disclosure controls and
procedures as of a date within 90 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c) Presented in this annual report our conclusions about the
ef fectiveness of the disclosure controls and procedures based on our
eval uation as of the Eval uation Date;

5. Qur other certifying officers and | have di scl osed, based on our
nost recent evaluation, to our auditors and the audit committee of our
Board of Directors (or persons perform ng the equival ent function):

a) Al significant deficiencies in the design or operation of
internal controls which could adversely affect our ability to record,
process, summarize and report financial data and have identified for our
auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves managenment or
ot her enpl oyees who have a significant role in our internal controls;
and

6. Qur other certifying officers and | have indicated in this annua
report whether there were significant changes in internal controls or in
other factors that could significantly affect internal controls subsequent
to the date of our npst recent evaluation, including any corrective actions
with regard to significant deficiencies and material weakness.

/sl CEORCE C. ZOLEY

CGeorge C. Zol ey
Chi ef Executive Oficer

Dat e: March 10, 2004
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EXH BIT 31.2
CERTI FI CATI ONS

I, John G O Rourke, certify that:

1. | have reviewed this annual report on Form 10-K of The GEO G oup
Inc. (the "Conpany");

2. Based on ny know edge, this annual report does not contain any
untrue statenment of a material fact or onmt to state a material fact
necessary to nake the statenents made, in |ight of the circunstances under
whi ch such statenents were nade, not msleading with respect to the period
covered by this annual report;

3. Based on ny know edge, the financial statenents, and other
financial information included in this annual report, fairly present in al
material respects the financial condition, results of operations and cash
flows of the Conpany as of, and for, the periods presented in this annua
report;

4. Qur other certifying officers and | are responsible for
est abl i shing and mai ntai ning di scl osure controls and procedures (as defined
i n Exchange Act Rul es 13a-14 and 15d-14) for the Conpany and have:

a) Designed such disclosure controls and procedures to ensure that
material information relating to the Conpany, Including its consolidated
subsidiaries, is nade known to us by others within those entities,
particularly during the period in which this annual report is being
pr epar ed;

b) Evaluated the effectiveness of our disclosure controls and
procedures as of a date within 90 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c) Presented in this annual report our conclusions about the
ef fectiveness of the disclosure controls and procedures based on our
eval uation as of the Eval uation Date;

5. Qur other certifying officers and | have di scl osed, based on our
nost recent evaluation, to our auditors and the audit committee of our
Board of Directors (or persons perform ng the equival ent function):

a) Al significant deficiencies in the design or operation of
internal controls which could adversely affect our ability to record,
process, summarize and report financial data and have identified for our
auditors any material weaknesses in internal controls; and

b) Any fraud, whether or not material, that involves managenment or
ot her enpl oyees who have a significant role in our internal controls;
and

6. Qur other certifying officers and | have indicated in this annua
report whether there were significant changes in internal controls or in
other factors that could significantly affect internal controls subsequent
to the date of our npst recent evaluation, including any corrective actions
with regard to significant deficiencies and material weakness.

/sl JOHN G O ROURKE

John G O Rourke
Chi ef Financial Oficer

Dat e: March 10, 2004
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EXH BIT 32.1

CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of The GEO G oup, Inc
(formerly Wackenhut Corrections Corporation) (the "Conmpany") for the period
ended Decenber 28, 2003 as filed with the Securities and Exchange Commi ssi on on
the date hereof (the "Form 10-K"), |, George C. Zoley, Chief Executive Oficer
of the Conpany, certify, pursuant to 18 U. S.C. sec. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxl ey Act of 2002, that:

(1) The Form 10-K fully conmplies with the requirenents of Section
13(a) or 15(d) of the Securities Exchange Act of 1934, as anended; and

(2) The information contained in the Form 10-K fairly presents, in all
materi al respects, the financial condition and results of operations of the
Company.

/sl GEORCE C. ZOLEY

George C. Zol ey
Chi ef Executive Oficer

March 10, 2004
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EXH BIT 32.2

CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of The GEO Group, Inc.
(formerly Wackenhut Corrections Corporation) (the "Conmpany") for the period
ended Decenber 28, 2003 as filed with the Securities and Exchange Commi ssi on on
the date hereof (the "Form 10-K"), |, John G O Rourke, Chief Financial Oficer
of the Conpany, certify, pursuant to 18 U. S.C. sec. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxl ey Act of 2002, that:

(1) The Form 10-K fully conmplies with the requirenents of Section
13(a) or 15(d) of the Securities Exchange Act of 1934, as anended; and

(2) The information contained in the Form 10-K fairly presents, in all
materi al respects, the financial condition and results of operations of the
Company.

/'s/ JOHAN G O ROURKE

John G O Rourke
Chi ef Financial Oficer

March 10, 2004
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