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WACKENHUT CORRECTI ONS CORPCRATI ON
PART | - FI NANCI AL | NFORVATI ON

| TEM 1. FI NANCI AL STATEMENTS

The foll owi ng unaudited condensed consolidated financial statements of
Wackenhut Corrections Corporation, a Florida corporation (the "Conpany"), have
been prepared in accordance with the instructions to Form 10-Q and, therefore,
omit or condense certain footnotes and other information normally included in
financial statements prepared in accordance with accounting principles
general ly accepted in the United States. Certain anpbunts in the prior year have
been reclassified to conformto the current presentation. In the opinion of
managenent, all adjustnents (consisting only of normal recurring accruals)
necessary for a fair presentation of the financial information for the interim
peri ods reported have been made. Results of operations for the thirty-nine
weeks ended Septenber 28, 2003 are not necessarily indicative of the results
for the entire fiscal year endi ng Decenber 28, 2003.
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FOR THE THI RTEEN AND THI RTY- Nl NE WEEKS ENDED
SEPTEMBER 28, 2003 AND SEPTEMBER 29, 2002
(I'n thousands except per share data)

Revenues

Operati ng expenses

(1 ncl udi ng anbunts
related to The
Wackenhut Corporation
("TWC') of $0, $5, 988,
$0 and $17, 973,
respectivel y)
Depr eci ati on and
anortization

&RA expense (i ncluding
amounts related to TWC
of $473, $878, $1,679
and $2, 498,
respectively)

Qperating incone

I nterest incone

I nterest expense
Wite-off of deferred
financing fees from
ext i ngui shnent of debt
Gain on sale of WK
joint venture

I ncome before incone
taxes and equity in
earnings of affiliates
Provi sion for incone

t axes

I ncome before equity in
earnings of affiliates
Equity in earnings of
affiliates, net of

i ncome tax provision of
$372, $539, $1,863 and
$2, 450, respectively

Net i ncone

Basi c earni ngs per
share

Basi ¢ wei ghted average
shar es out standi ng

( UNAUDI TED)

Thirteen Weeks Ended

Sept enber 28, Septenber 29, Septenber 28, Septenber 29,

2003 2002

$ 157,848 $ 141, 706
141, 770 123, 822
3, 433 2,422
9,522 7, 849
3,123 7,613

1, 705 1,119
(5, 558) (802)
(1, 989) .-
61, 034 .-
58, 315 7,930
28, 461 3,229
29, 854 4,701
514 657

$ 30, 368 $ 5,358
$ 2.86 $ 0.25
10, 622 21, 240

Thirty-ni ne

2003

$ 456, 309
394, 610

10, 352
28,572

Weeks Ended

2002

$ 423,080
370, 470

7, 346
24, 250
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Di | uted earni ngs per $2.79 $ 0.25 $ 2.34 $ 0.75
share
Di | uted wei ght ed 10, 895 21,391 17, 877 21, 340

aver age shares
out st andi ng

The acconpanyi ng notes to condensed consolidated financial statements are an
integral part of these statenents.
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WACKENHUT CORRECTI ONS CORPCRATI ON
CONDENSED CONSOLI DATED BALANCE SHEETS
SEPTEMBER 28, 2003 AND DECEMBER 29, 2002
(I'n thousands except share data)
( UNAUDI TED)

Sept enber 28, 2003 Decenber 29, 2002

ASSETS

Current assets:

Cash and cash equival ents $ 120, 445 $ 35, 240
Accounts receivable, |ess allowance for 101, 622 84, 737

doubt ful accounts of $1,389 and $1, 644,
respectively

Deferred i ncone tax asset 11, 561 7,161
O her 8, 211 12, 445
Total current assets 241, 839 139, 583
Property and equi pnent, net 204, 257 206, 466
I nvestnents in and advances to affiliates 7, 398 19, 776
Deferred i ncone tax asset 10, 818 119
Direct finance | ease receivable 39,671 30, 866
O her non-current assets 13, 057 5, 848

$ 517, 040 $ 402, 658

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
Current liabilities:

Accounts payabl e $ 16, 962 $ 10,138
Accrued payroll and rel ated taxes 14, 371 17, 489
Accrued expenses 69, 234 43, 046
Current portion of deferred revenue 1,811 2,551
Current portion of |ong-term debt and 5,520 1,770

non-recour se debt
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Total current liabilities 107, 898 74,994
Deferred revenue 6, 667 7, 348
G her non-current liabilities 14, 792 13, 058
Long-t erm debt 265, 707 123, 750
Non-recour se debt 39, 671 30, 866

Conmitments and conti ngenci es

Shar ehol ders' equity:

Preferred stock, $0.01 par val ue, -- --
10, 000, 000 shares authorized

Common stock, $0.01 par val ue, 30, 000, 000 213 212
shares authorized, 9,328,552 and 21, 245, 620

shares i ssued and outstanding, respectively

Addi tional paid-in capital 64, 527 63, 500

Ret ai ned ear ni ngs 153, 176 111, 337

Accunul at ed ot her conprehensive | oss (3,611) (22, 407)

Treasury stock (12,000,000 shares as of (132, 000) --

Sept enber 28, 2003)

Total sharehol ders' equity 82, 305 152, 642
$ 517, 040 $ 402, 658

The acconpanyi ng notes to condensed consolidated financial statenments are an
integral part of these bal ance sheets.
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WACKENHUT CORRECTI ONS CORPORATI ON
CONDENSED CONSOLI DATED STATEMENTS OF CASH FLOMS
FOR THE THI RTY- NI NE WEEKS ENDED
SEPTEMBER 28, 2003 AND SEPTEMBER 29, 2002
(I'n thousands)

( UNAUDI TED)

Thirty-ni ne Weeks Ended

Cash flows fromoperating activities:

Net incone $ 41,839 $ 15, 946
Adj ustments to reconcile net income to net

cash (used in)provided by operating

activities--

Depreci ati on and anortization 10, 352 7,346
Deferred tax benefit (5, 091) (589)
Provi sion for doubtful accounts 337 1, 397
Equity in earnings of affiliates, net of (2,572) (3,877)
t ax

Tax benefit related to enpl oyee stock 327 1,071
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options

Gain on sale of UK joint venture
Wite-off of deferred financing fees from
ext i ngui shnent of debt

Changes in assets and liabilities --
(I'ncrease) decrease in assets:
Account s receivabl e

O her current assets

O her assets

I ncrease (decrease) in liabilities:
Account s payabl e and accrued expenses
Accrued payroll and rel ated taxes

Def erred revenue

O her liabilities

Net cash (used in) provided by operating
activities

Cash flows frominvesting activities:

I nvestments in and advances to affiliates
Repaynents of investnments in and advances
to affiliates

Proceeds fromsale of UK joint venture
Capi tal expenditures

Net cash provided by (used in)
activities

i nvesting

Cash flows fromfinancing activities:
Proceeds from |l ong-term debt and
non-recour se debt

Repur chase of conmon stock

Proceeds from exerci se of stock options

Net cash provided by financing activities

Ef fect of exchange rate changes on cash

Net increase in cash
Cash, begi nning of period
Cash, end of period

di scl osures:
i ncone taxes

Suppl enent a
Cash paid for

Cash paid for interest

The acconpanyi ng notes to condensed consolidated financia

integral part of these statenents.

5

(61, 034)
1, 989

(13, 954)
5,007
(11, 734)

27, 288
(3, 715)
2,329
2,441

143, 701

(132, 000)
701

(10, 462)
(1, 968)
1, 451

(5, 994)
3, 989
(1, 509)
7,921

statenents are an
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

1. SI GNI FI CANT ACCOUNTI NG PCLI CI ES

The accounting policies followed for quarterly financial reporting are the sane
as those disclosed in the Notes to Consolidated Financial Statements included
in the Conmpany's Form 10-K filed with the Securities and Exchange Comm ssion on
March 20, 2003 for the fiscal year ended Decenber 29, 2002. Certain prior
peri od ambunts have been reclassified to conformw th current period financia
statenent presentation.

RECENT ACCOUNTI NG PRONCUNCEMENTS

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of
Variable Interest Entities, an interpretation of Accounting Research Bulletin
No. 51" (the "Interpretation"). The Interpretation requires the consolidation
of entities in which an enterprise absorbs a majority of the entity's expected
| osses, receives a mpjority of the entity's expected residual returns, or both,
as a result of ownership, contractual or other financial interests in the
entity. Currently, entities are generally consolidated by an enterprise when it
has a controlling financial interest through ownership of a nmpjority voting
interest in the entity.

During 2000, the Company formed two joint ventures in South Africa to design
construct, manage and finance a prison in South Africa. South African Custodial
Services Pty Linited ("SACS') was established to design, finance and build the
pri son and South African Custodial Managenent Pty Linmited ("SACM) was
established to operate the prison in association with two other independent
service providers. SACS was financed with approximately $8 million in initia
equity contributions fromthe joint venture partners and $58.3 mllion in debt.
The creditors of SACS do not have recourse to the Conmpany. SACS entered into
contracts with SACM and two ot her independent service providers to operate the
pri son upon conpl etion of construction

The Conpany has a one-half interest in both SACS and SACM and records its
proportional share of the operating results of each entity using the equity
nmet hod.

The Conpany is currently evaluating the effects of the issuance of the
Interpretation on the accounting for its ownership interests in SACS and SACM
If the Conpany were required to consolidate SACM begi nni ng Decenber 30, 2002,
total assets and liabilities reported at Septenber 28, 2003 woul d have

i ncreased approximately $5.4 mllion and $2.5 mllion, respectively. Revenues
and operating expenses for the thirty-nine weeks ended Septenmber 28, 2003 woul d
have 1 ncreased approximately $9.1 mllion and $6.6 mllion, respectively. If
the Conpany were required to consolidate SACS begi nni ng Decenber 30, 2002,

total assets and liabilities reported at Septenber 28, 2003 woul d have

i ncreased approximately $62.7 mllion and $65.3 mllion, respectively. Revenues
and operating expenses for the thirty-ni ne weeks ended Septenber 28, 2003 woul d
have 1 ncreased approximately $18 million and $12.5 nmillion, respectively. The
equity interests of the joint venture partners would have been reported as
mnority interest expense. There would have been no inpact on the Conpany's net
i ncomre as reported.

In April 2003, the FASB i ssued SFAS No. 149, "Anendnment of Statement 133 on
Derivative Instruments and Hedging Activities." SFAS No. 149 anmends and
clarifies accounting for derivative instruments, including certain derivative

i nstrunments enbedded in other contracts, and for hedging activities under SFAS
No. 133. In particular, this statement clarifies under what circunstances a
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contract with an initial net investnment neets the characteristic of a
derivative and when a derivative contains a financing conponent that warrants
special reporting in the statenent of cash flows. This statement is generally
effective for contracts entered into or nodified after June 30, 2003 and is not
expected to have a material inpact on the Conpany's financial statenents. This
statenent is a forward-1ooking statement within the nmeaning of the Private
Securities Litigation Act. See "Forward-Looking Statements" on page 16.
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

1. SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)
RECENT ACCOUNTI NG PRONOUNCEMENTS ( CONTI NUED)

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financia
Instrunents with Characteristics of Both Liability and Equity". SFAS No. 150
provides that certain financial instruments with characteristics of both
l[iability and equity to be classified as a liability. The statenment is
effective July 1, 2003 for existing financial instruments and May 31, 2003 for
new or nodified financial instruments. However, certain provisions of SFAS No.
150 have been del ayed. The Conpany does not have financial instrunents that
qual i fy under this statenent.

2. ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON

In Decenber 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Conpensation -- Transition and D sclosure, an Anmendnent of FASB Statenent No.
123." SFAS No. 148 anends FASB Statenent No. 123, "Accounting for Stock-Based
Conpensation,” to provide alternative nethods of transition for a voluntary
change to the fair value based nmethod of accounting for stock-based enpl oyee
conpensation. In addition, SFAS No. 148 anmends the di sclosure requirenments of
Statements No. 123 and APB Opinion No. 28, "Interim Financial Reporting" to
require prom nent disclosures in both annual and interimfinancial statenents
about the nmethod of accounting for stock-based enpl oyee conpensati on and the

ef fect of the method used on reported results. Currently, the Conpany accounts
for stock option plans under the intrinsic value method APB Opi ni on No. 25. The
Conpany does not intend to change its policy with regard to its nethod of
accounting for stock based conpensation and there was no inmpact on the
Conpany's financial position, results of operations or cash fl ows upon adoption
of SFAS No. 148.
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

2. ACCOUNTI NG FOR STOCK- BASED COMPENSATI ON ( CONTI NUED)

No stock-based enpl oyee conpensation cost is reflected in net inconme, as al
options granted under the Conpany's plans had an exercise price equal to market
val ue of the underlying comon stock on the date of grant. Had the Conpany
applied the fair value recognition provisions of FASB Statenent No. 123 to al
awar ds, the Conpany's net incone and earnings per share woul d have been reduced
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to the pro forma amounts as foll ows:

Thirteen Thirteen Thirty-ni ne Thirty-ni ne
Weeks Ended Weeks Ended Weeks Ended Weeks Ended

(I'n thousands,
except per
share data)

Sept enber 28, Sept enber 29, Sept enber 28, Sept enber 29,
2003 2002 2003 2002
Net i ncorme:
As reported $ 30, 368 $ 5,358 $ 41,839 $ 15, 946
Deduct: Tot al 64 -- 427 995
st ock- based
enpl oyee
conpensati on
expense
det er m ned
under fair
val ue based
net hod for al
awar ds, net of
rel ated tax
effects
Pro forma 30, 304 5, 358 41, 412 14,951
Basi c ear ni ngs
per share:
As reported $ 2.86 $ 0.25 $ 2.36 $ 0.76
Pro forma 2.85 0.25 2.34 0.71
Di | uted
ear ni ngs per
shar e:
As reported $2.79 $ 0.25 $ 2.34 $ 0.75
Pro forma 2.78 0. 25 2.32 0.70

For purposes of the pro forma cal cul ations, the fair value of each option is
estimated on the date of the grant using the Bl ack-Schol es option-pricing
nodel , assumi ng no expected dividends and the foll owi ng assunptions:

Stock options granted during the
Thirty-ni ne Weeks ended

Expected volatility factor 49% 49%
Approximate risk free interest rate 2. 2% 1. 7%
Expected lives (in years) 4.4 3
8
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WACKENHUT CORRECTI ONS CORPORATI ON

NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)
3. DOVESTI C AND | NTERNATI ONAL OPERATI ONS

A sunmmary of domestic and international operations is presented below (in
t housands):

Thirt een Weeks Ended Thirty-ni ne Weeks Ended

Sept ember 28, Septenber 29, Septenber 28, Septenber 29,

2003 2002 2003 2002

Revenues

US operations $ 122,672 $ 112,108 $ 358, 500 $ 337,421
Australia operations 35,176 29, 598 97, 809 85, 659
Total revenues $ 157, 848 $ 141,706 $ 456, 309 $ 423,080
Qperating I ncome (Loss)

US operations $ 3,802 $ 5,959 $ 22,188 $ 18,878
Australia operations (679) 1, 654 587 2,136
Total operating incone $ 3,123 $ 7,613 $ 22,775 $ 21,014

As of

Long-lived Assets

US oper ati ons $ 197,394 $ 200, 258
Australia operations 6, 863 6, 208
Total |ong-lived assets $ 204, 257 $ 206, 466

Long-lived assets consist of property, plant and equi pnent.

The Conpany formerly had an affiliate (50% or |ess owned) that provided
correctional detention facilities managenment, home nonitoring and court escort
services in the United Kingdom The Conpany sold its interest in this affiliate
on July 2, 2003 for approximately $80.7 mllion and recogni zed a gain of

approxi mately $61 mllion

In February 2002, the Conpany's 50% owned foreign affiliates in South Africa,

10
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SACS and SACM opened a 3,024-bed maxi num security correctional facility. The
following table summarizes certain financial information pertaining to these
unconsol i dated foreign affiliates, on a conbined basis (in thousands):

Tabl e of Contents
WACKENHUT CORRECTI ONS CORPCRATI ON
NOTES TO CONDENSED CONSOL|I DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

3. DOVESTI C AND | NTERNATI ONAL OPERATI ONS ( CONTI NUED)

Thirty-ni ne Weeks Ended

St at ement of QOperations Data

Revenues $ 27,106 $ 6,771
Qperating income (loss) 8, 664 (1, 764)
Net incone (Il oss) $ 947 $ (2,352)
Bal ance Sheet Data

Current assets $ 10, 383 $ 4,106
Noncurrent assets 57, 675 42,821
Current liabilities 4,949 2,520
Noncurrent liabilities 62, 792 41, 803
St ockhol ders' equity $ 317 $ 2,604
4, COVPREHENSI VE | NCOVE

The conponents of the Conpany's conprehensive income, net of tax, are as
follows (in thousands):

Thirteen Weeks Ended Thirty-ni ne Weeks Ended

Sept enber 28, Septenber 29, Septenber 28, Septenber 29,

2003 2002 2003 2002
Net incone $ 30, 368 $ 5, 358 $ 41, 839 $ 15, 946
Change in foreign (304) (1, 675) 5,951 1, 328

currency translation,

net of incone tax

(benefit) expense of

$(194), (%$1,071),

$3, 805 and $849,

respectively

M ni mum pensi on 36 -- 223 --
liability adjustment,

net of incone tax

expense of $23, $--,

$143, $--, respectively

Unrealized gain (loss) 902 633 (676) (2,590)
on derivative

11
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i nstrunments, net of

i ncome tax expense
(benefit) of $577,
$542, ($432), (%$945),
respectively

Recl assi fication 13, 298 -- 13, 298 --
adj ustment for |osses
on UK interest rate
swaps included in net
inconme related to the
sal e of the UK joint
venture

Conpr ehensi ve i ncone $ 44, 300 $ 4,316 $ 60, 635 $ 14,684
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

5. EARNI NGS PER SHARE

The foll owi ng table shows the anmounts used in conputing earnings per share
(EPS) in accordance with Statenent of Financial Accounting Standards No. 128,
"Earni ngs Per Share" and the effects on income and the wei ghted average nunber
of shares of potential dilutive common stock (in thousands except per share
dat a) :

Thirt een Weeks Ended Thirty-ni ne Weeks Ended

Sept enber 28, Septenber 29, Septenber 28, Septenber 29,

2003 2002 2003 2002
Net | ncone $ 30, 368 $ 5,358 $ 41,839 $ 15, 946
Basi c earnings per share:
Wei ght ed aver age shares 10, 622 21, 240 17,714 21,115
Qut st andi ng
Per share anount $ 2.86 $ 0.25 $ 2.36 $ 0.76
Di | uted earni ngs per
share:
Wei ght ed aver age shares 10, 622 21, 240 17,714 21,115
Qut st andi ng

Ef fect of dilutive

securities:

Enpl oyee and director 273 151 163 225
stock Options

12
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Wei ght ed average shares 10, 895 21,391 17,877 21, 340
assum ng dilution

Per share anount $ 2.79 $ 0.25 $ 2.34 $ 0.75

Thirteen Weeks

Options to purchase 430,600 shares of the Conpany's conmon stock, with exercise
prices ranging from $18.38 to $26.88 per share and expiration dates between
2006 and 2009, were outstanding at the thirteen weeks ended Septenber 28, 2003,
but were not included in the conputation of diluted EPS because their effect
woul d be anti-dilutive. At the thirteen weeks ended Septenber 29, 2002, options
to purchase 812,600 shares of the Conmpany's commpn stock, with exercise prices
rangi ng from $13.75 to $26.88 and expiration dates between 2005 and 2012, were
out st andi ng and al so excluded fromthe conputation of diluted EPS because their
effect would be anti-dilutive.

Thirty-ni ne Weeks

Options to purchase 986, 600 shares of the Conpany's conmon stock, with exercise
prices ranging from$13.75 to $26.88 per share and expiration dates between
2005 and 2013, were outstanding at the thirty-ni ne weeks ended Septenber 28,
2003, but were not included in the conmputation of diluted EPS because their
effect would be anti-dilutive. At the thirty-nine weeks ended Septenber 29,
2002, options to purchase 810,600 shares of the Conpany's common stock, with
exerci se prices ranging from $14.69 to $26.88 and expiration dates between 2006
and 2012, were outstanding and al so excluded fromthe conputation of diluted
EPS because their effect would be anti-dilutive.

11
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONDENSED CONSOLI DATED FI NANCI AL STATEMENTS
( UNAUDI TED)

6. SHARE REPURCHASE FROM CROUP 4 FALCK A/ S

On July 9, 2003 the Conpany repurchased all 12 mllion shares of the Conpany's
comon stock, par value $0.01 (the "commopn stock"), beneficially owned by G oup
4 Falck A/S ("Group 4 Fal ck"), the Conpany's forner 57% nmajority sharehol der
for $132 million in cash pursuant to the terns of a Share Purchase Agreenent
(the "Share Purchase Agreenment"), dated April 30, 2003, by and anobng the
Conpany, G oup 4 Fal ck, the Conpany's forner parent conpany, The Wackenhut
Corporation ("TWC'), and Tuhnekcaw, Inc., an indirect wholly-owned subsidiary
of Group 4 Falck ("Tuhnekcaw') (the "Transaction").

The Transaction was negotiated by a special committee conprised of independent
menbers of the Conmpany's board of directors and approved by the independent
directors on the Conmpany's board. The special commttee retained i ndependent

| egal and financial advisors to assist it in the evaluation of the Transaction
The special conmittee received a fairness opinion fromits independent

financial advisor, stating that the consideration being paid in connection with
the Transaction was fair froma financial point of viewto the sharehol ders of
the Conpany other than Group 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

13
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benefici al ownership of any voting securities of the Conpany during a one-year
standstill period followi ng the closing of the Transaction. |Inmrediately
followi ng the conpletion of the Transaction, the Conpany had 9, 289,252 nillion
shares of Common Stock issued and out st andi ng.

Upon cl osing of the Transaction, an agreenent dated March 7, 2002 by and anong
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 termni nated upon the
cl osing of the Transaction was a March 7, 2002 agreenment between the Conpany
and Group 4 Falck wherein Goup 4 Falck agreed to reinburse the Conmpany for up
to 10% of the fair market value of the Conpany's interest in its UK joint
venture in the event that litigation related to the sale of TWC to Group 4

Fal ck were to result in a court order requiring the Conpany to sell its
interest in the joint venture to its partner, Serco Investnments Linited
("Serco"). On July 2, 2003, the Company conpleted the sale of its UK joint
venture interest to Serco at a price of approximately $80.7 mllion, as
determi ned by a panel of valuation experts. The Conpany recognized a gain on
the sale of approximately $61 mllion during the third quarter.

In addition, the Services Agreenment (the "Services Agreenent"), dated Cctober
28, 2002, between the Conmpany and TWC, will be term nated effective Decenber
31, 2003, and no further paynents for periods thereafter will be due fromthe
Conpany to Group 4 Fal ck under the Services Agreenent. Pursuant to the Services
Agreenent, Group 4 Falck was schedul ed to provide the Company with information
systens rel ated services through Decenber 31, 2004. The Conpany will handl e
those services internally beginning January 1, 2004.

A subl ease for the Conpany's forner headquarters between TWC, as subl essor, and
the Conpany, as sublessee, also term nated ten days after closing of the
Transaction. The Conpany relocated its corporate headquarters to Boca Raton,
Florida on April 14, 2003.
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7. LONG TERM DEBT

To facilitate the conmpletion of the Transaction, the Conpany amended its senior
secured credit facility and issued $150 mllion, aggregate principal anmount,
ten-year, 8 1/4% Seni or Unsecured Notes (the "Notes") in a private offering to
qualified institutional buyers under Rule 144A of the Securities Act of 1933,
as anended (the "Securities Act").

The Amended Seni or Secured Credit Facility (the "Amended Senior Credit
Facility") consists of a $50 mllion, 5-year revolving |loan (the "Revol ving
Credit Facility") and a $100 million, 6-year termloan (the "Term Loan
Facility").

The Revolving Credit Facility contains a $40 nmillion limt for the issuance of
standby letters of credit. At Septenber 28, 2003, $100 mllion was outstandi ng
under the Term Loan Facility, $20 million was outstandi ng under the Revol ving
Credit Facility, and there was $25.9 mllion outstanding under letters of
credit.

| ndebt edness under the Revolving Credit Facility bears interest at the
Conpany's option at the base rate (defined as the higher of the prine rate or
federal funds plus 0.5% plus a spread of 125 to 200 basis points or LIBOR plus
250 to 325 basis points, depending on the |leverage ratio. |ndebtedness under
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the Term Loan Facility bears interest at LIBOR + 300 basis points.

ol igations under the Arended Senior Credit Facility are guaranteed by the
Conpany's material domestic subsidiaries and are secured by substantially al
of the Conpany's tangible and intangible assets.

The Amended Senior Credit Facility includes covenants that require the Conpany,
anong other things, to maintain a maxi mum | everage ratio, a mninumfixed
charge ratio, a mininumnet worth, and to limt the amobunt of its annua

capital expenditures. The facility also limits certain payments and

di stributions to the Conpany as well as the Conpany's ability to enter into
certain types of transactions.

The Notes are general, unsecured, senior obligations of the Conpany. Interest
i s payabl e seni-annually 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"l ndenture").

Under the terns of the Indenture, at any time on or prior to July 15, 2006, the
Conpany may redeemup to 35% of the Notes with the proceeds fromequity

of ferings at 108.25% of the principal amount to be redeemed plus the paynent of
accrued and unpaid interest, and any applicable |iquidated damages.
Additionally, after July 15, 2008, the Conmpany nay redeem at its option, al

or a portion of the Notes plus accrued and unpaid interest at various
redenption prices ranging from 104. 125% to 100. 000% of the principal anount to
be redeened, dependi ng on when the redenption occurs.

The I ndenture contains covenants that Iimt the Conpany's ability to incur
addi ti onal indebtedness, pay dividends or distributions on the Conpany's conmon
stock, or repurchase the Conpany's common stock, or prepay subordi nated

i ndebt edness. The Indenture also linmts the Conpany's ability to issue
preferred stock, make certain investnents, nmake certain types of investnents,
nmerge or consolidate with another conpany, guarantee other indebtedness, create
liens and transfer and sell assets.
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7. LONG TERM DEBT ( CONTI NUED)

The Conpany has filed an S-4 registration statement (the "Registration
Statenment”) to register under the Securities Act exchange notes (the "Exchange
Not es") having substantially identical terns as the Notes. The Registration

St atement was decl ared effective by the Securities and Exchange Conmm ssion on
Noverber 10, 2003. The Conpany is currently in the process of comencing an
exchange of fer pursuant to the Registration Statenent, in which holders of the
Notes will be able to exchange the Notes for Exchange Notes which wll
generally be freely tradeable, subject to certain exceptions.

At Septenber 28, 2003 the Conpany had outstanding el even |letters of guarantee
totaling approximately $6.4 mllion under separate international facilities.

The Conpany's whol | y-owned Australian subsidiary financed the devel opnent of a
facility wth | ong-term debt obligations, which are non-recourse to the
Conpany. The term of the non-recourse debt is through 2017 and the debt bears
interest at a variable rate quoted by certain Australian banks plus 140 basis
points. Any obligations or liabilities of the subsidiary are nmatched by a
simlar or corresponding conmtnment fromthe governnent of the State of
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Victoria. In connection with the non-recourse debt, the subsidiary is a party
to an interest rate swap agreenent to fix the interest rate on the variable
rate non-recourse debt at 9.7% The swap is recorded in the Conpany's condensed
consol idated financial statenents as an effective cash fl ow hedge and the
Conpany records changes in the value of the swap as a conponent of other
conprehensive inconme in the condensed consolidated financial statenents, net of
applicable incone taxes. The total value of the swap liability as of Septenber
28, 2003 and Decenber 29, 2002 was $4.6 million and $5.6 million, respectively
and is recorded as a conponent of other liabilities in the acconpanying
condensed consol i dated financial statenents.

Ef fective Septenber 18, 2003, the Conpany entered into interest rate swap
agreenents in the aggregate notional amount of $50 mllion. The Conmpany has
desi gnat ed the swaps as hedges agai nst changes in the fair value of a

desi gnated 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 ternms of the Notes, effectively convert $50 mllion of the
Notes into variable rate obligations. Under the agreenents, the Conpany
receives a fixed interest rate paynent fromthe financial counterparties to the
agreenents equal to 8.25% per year cal cul ated on the notional $50 mllion
amount, while the Conpany nakes a variable interest rate paynent to the sane
counterparties equal to the six-nmonth London Interbank Offered Rate plus a
fixed margin of 3.45% also calculated on the notional $50 mllion amount. As
of Septenber 28, 2003, the fair value of the swaps total ed approximately $0.7
mllion and is included in other non-current assets and as an adjustnment to the
carrying value of the Notes in the accompanyi ng bal ance sheets. There was no
materi al ineffectiveness of the Conpany's interest rate swaps for the thirteen
and thirty-nine weeks ended Septenber 28, 2003.

For every one percent increase in the interest rate applicable to the swap
agreenents, the Conpany's total annual interest expense will increase by $0.5
mllion.

The Conpany is al so exposed to changes in interest rates with respect to the
Amended Senior Credit Facility. Monthly payments under the Anended Seni or
Credit Facility are indexed to a variable interest rate. Based on borrow ngs
out st andi ng under the Anended Senior Credit Facility of $120 million as of
Sept ember 28, 2003, for every one percent increase in the interest rate
applicable to the Arended Senior Credit Facility, the Conpany's total annua
interest expense will increase by $1.2 mllion
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8. COWM TMENTS AND CONTI NGENCI ES
CONTRACTS
The Conpany's contract with the California Department of Corrections for the

managenent of the 224-bed MFarland Comunity Corrections Center was recently
extended through Decenber 31, 2003. Managenment believes that a contract

extension will be entered into for any services which the Conmpany may provide
after Decenber 31, 2003. However, there can be no assurance that a contract
extension will be finalized. If the contract is not extended, the Conpany may

not be reinbursed for any of its fees related to the operation of the MFarl and
facility after Decenber 31, 2003. During the thirty-nine weeks ended Septenber
28, 2003, the contract for the McFarland facility represented | ess than 1% of
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the Conpany's consolidated revenues. In addition, the MFarland facility is
currently in the fifth year of a ten-year non-cancel abl e operating | ease with
Correctional Properties Trust, referred to as CPV. In the event that the
Conpany is unable to extend the MFarl and contract beyond Decenber 31, 2003 or
find an alternative use for the McFarland facility, the Conpany nmay 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 Associated with
Exit or Disposal Activities." The remaining | ease obligation is approxi mately
$5 million through April 28, 2008.

Duri ng 2000, the Conpany's nmanagenent 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 management contract, the
Conpany remai ns responsi ble for paynents on its underlying | ease of the
inactive facility. The Conpany incurred an operating charge of $1.1 mllion
during the year ended Decenber 29, 2002, related to the Conpany's |ease of the
inactive facility that represented the expected costs to be incurred under the
| ease until a sublease or alternative use could be initiated. The Conpany is
continuing its efforts to find an alternative correctional use or subl ease for
the facility. However, parties that the Conpany previously believed m ght

subl ease the facility prior to early 2004 have recently either indicated that
they do not have an inmediate need for the facility or did not enter into a

bi nding commtnent for a sublease of the facility. As a result, managenent of
the Conpany has determined that it is unlikely that the Conpany wll sublease
the facility or find an alternative correctional use for the facility prior to
the expiration of the current provision for anticipated loss in early 2004 and
the Conpany has incurred an additional provision for operating | oss of
approximately $5 mllion during the third quarter 2003. This additiona
operating charge both covers the Conpany's anticipated | osses under the | ease
for the facility until a sublease is in place and provides an esti mated

di scount to sublease the facility to prospective subl essees. If the Company is
unabl e to sublease or find an alternative correctional use for the facility
prior to January 2006, an additional operating charge will be required. The
remai ni ng obligation on the Jena | ease through the contractual term of 2009,
exclusive of the reserve for |osses through early 2006, is approximtely $7
mllion.

In Australia, the Departnent of Immgration, Milticultural 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 is currently in the process of transitioning the
management and operation of the DIMA centers to the division of Goup 4 Fal ck
and expects that the transition will be fully conpleted by February 23, 2004,
when the Conpany's contract with DIMA is scheduled to expire. Once the

di vision of Goup 4 Falck begins to fully operate the DIMA centers, the
Conpany will no | onger recognize any further revenue fromthe DIMA contract.
For the thirty-nine weeks ended Septenber 28, 2003, the contract with DIMA
represented approxi mately 9. 8% of the Conpany's consolidated revenues. The
Conpany does not have any | ease obligations related to its contract with DIMA.
During the third quarter 2003, the Company incurred increased costs of
approximately $3 mllion related to the transitioning of the DIMA contract to
the division of Goup 4 Falck, primarily related to liability insurance
expenses. The Conpany may incur additional costs related to the transition in
the future.
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8. COVM TMENTS AND CONTI NGENCI ES ( CONTI NUED)
LEGAL

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 current and forner
California correctional officers in certain selected posts. Discovery is
underway and the court has yet to hear the plaintiffs' certification notion
The Conpany is unable to estimate the potential |oss exposure 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 litigation
cannot be predicted with certainty, based on information known to date,
managenent 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 Company is
uni nsured for any damages or costs it may incur as a result of this lawsuit,

i ncludi ng the expenses of defending the lawsuit. The Conpany is vigorously
defending its rights in this action

The nature of the Conpany's business exposes the Conpany to various types of
clains or litigation, including, but not limted to, civil rights clains
relating to conditions of confinenment and/or m streatnent, sexual m sconduct
cl ai ms brought by prisoners or detainees, nedical malpractice clainms, clainms
relating to enploynent matters (including, but not limted to, enploynent

di scrimnation clainms, union grievances and wage and hour clains), property

| oss clainms, environnmental clains, autonobile liability clains, contractua
clains and clains for personal injury or other danages resulting from contact
with the Conpany's facilities, prograns, personnel or prisoners, including
danages arising froma prisoner's escape or froma disturbance or riot at a
facility. The Conpany mmi ntains insurance coverage for these types of clains,
except for clains relating to enploynment nmatters and nedical mal practice clains
relating to its mental health facilities, for which the Conpany carries no

i nsurance. Except for the pending wage and hour litigation described above,
there are no pending material |egal proceedings to which the Conpany or any of
its subsidiaries is a party or to which the Conpany's or any of its

subsi diaries' property or assets are subject.
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FI NANCI AL CONDI TI ON

Reference is nade to Part 11, Item7 of the Conpany's Annual Report on Form
10-K for the fiscal year ended Decenber 29, 2002, filed with the Securities and
Exchange Comm ssion on March 20, 2003, for further discussion and anal ysis of
information pertaining to the Company's results of operations, liquidity and
capi tal resources.

Forwar d- Looki ng St atenents: Managenent's di scussi on and anal ysis of the
Conpany's financial condition and results of operations and the Conpany's
Novermber 6, 2003 press rel ease announci ng earni ngs contain forward-1| ooking
statenments that are based on current expectations, estimtes and projections
about the industry in which the Conpany operates. This section of the quarterly
report also includes beliefs and assunpti ons nmade by managenent. Wrds such as
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"expects", "anticipates", "intends", "plans", "believes", "seeks", "estimtes",
and variations of such words and simlar expressions are intended to identify
such forward-1ooking statements. These statenents are not guarantees of future
performance and invol ve certain risks, uncertainties and assunptions ("Future
Factors") which are difficult to predict. Therefore, actual outcones and
results may differ materially fromwhat is expressed or forecasted in such

f orward-| ooki ng statenents. The Conpany undertakes no obligation to update
publicly any forward-I|ooking statenents, whether as a result of new
information, future events or otherwi se.

Future Factors include, but are not limted to, (1) the Conpany's ability to
timely build and/or open facilities as planned, profitably manage such
facilities and successfully integrate such facilities into the Conpany's
operations w thout substantial additional costs; (2) the instability of foreign
exchange rates, exposing the Conpany to currency risks in Australia, New

Zeal and and South Africa, or other countries in which the Conpany may choose to
conduct its business; (3) an increase in |abor rates beyond that which is
budgeted; (4) the Conpany's ability to expand correctional and nental health
services; (5) the Company's ability to win nanagement contracts for which it
has submitted proposals and to retain existing nanagenent contracts; (6) the
Conpany's ability to raise new project devel opnent capital given the often
short-termnature of the custoners' conmitment to the use newy devel oped
facilities; (7) the Conpany's ability to find a customer for the Jena,

Loui siana Facility and/or sub-lease or coordinate the sale of facility with
Correctional Properties Trust ("CPV'); (8) the Conpany's ability to accurately
project the size and growh of the donmestic and international privatized
corrections industry; (9) the Conpany's ability to estinmate the governnent's

| evel of utilization of privatization; (10) the Conpany's ability to obtain
future financing at conpetitive rates; (11) the Conpany's exposure to genera
liability and workers' conpensation insurance costs; (12) the Conpany's ability
to maintain occupancy rates; (13) the Conpany's ability to manage health

rel ated i nsurance costs and nedical nmalpractice liability clains; (14) the
ability of the Conpany's governnent custoners to secure budgetary
appropriations to fund their payment obligations; (15) the Conpany's ability to
effectively internalize functions and services previously provided by The
Wackenhut Corporation, the Conpany's former parent conpany and (16) other
future factors including, but not limted to, increasing price and service
conpetition by foreign and donestic conpetitors, including new entrants; rapid
technol ogi cal devel opnents and changes; the ability to continue to introduce
conpetitive new products and services on a tinmely, cost effective basis; the

m x of products/services; the achi evenent of |ower costs and expenses; donestic
and forei gn governnmental and public policy changes including environnmenta
regul ati ons; protection and validity of patent and other intellectual property
rights; reliance on |large custoners; technol ogical, inplenentation and
cost/financial risks in increasing use of large, multi-year contracts; the

out come of pending and future litigation and governnental proceedings;

financial instrunments and financial resources in the amounts, at the tinmes and
on the terns required to support the Conmpany's future business and other
factors contained in the Conmpany's Securities and Exchange Comm ssion filings,

i ncludi ng the prospectus dated January 23, 1996, the Form S-4 dated Novenber

10, 2003 and the Conpany's current Form 10-K, 10-Q and 8-K reports.
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On July 9, 2003, the Conpany repurchased all 12 million shares of the Conpany's
conmon stock beneficially owned by Goup 4 Falck A/S ("Group 4 Fal ck"), the
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Conmpany's former 57% majority sharehol der, for $132 mllion in cash pursuant to
the ternms of a Share Purchase Agreenent, dated April 30, 2003, by and anong the
Conpany, G oup 4 Fal ck, The Wackenhut Corporation, the Conpany's former parent
conpany, and Tuhnekcaw, Inc., an indirect wholly-owned subsidiary of Goup 4
Fal ck. Inrediately follow ng the share repurchase, the Conpany had 9, 289, 252
mllion shares of conmon stock issued and out standi ng.

Sal e of Joint Venture Interest in Premer Custodial Goup Limted

On July 2, 2003, the Conpany sold its 50%interest in Prem er Custodial G oup
Limted ("PCG'), the Conpany's joint venture in the United Kingdom to Serco
Investnents Linmted, the Conpany's former joint venture partner, for
approximately $80.7 mllion (on a pretax basis). Under the terns of the

I ndenture governing the Notes, the Conpany issued in July 2003, the Conmpany has
an obligation to use the proceeds fromthe sale of its interest in PCGto
reinvest in certain permtted businesses or assets, to repay indebtedness

out st andi ng under the Amended Senior Credit Facility or to nake an offer to
repurchase a portion of the Notes.

Resul ts of Re-bids on Managenent Contracts in Texas

As a result of a re-bidding process in Texas on several state managenent
contracts which are due to expire in early 2004, the Conpany was recently

awar ded managenent contracts by the Texas Departnent of Criminal Justice for
the continued operation of two facilities which it currently operates-- the

Cl evel and Correctional Center and the Lockhart Secure Wrk Program Facility.
The Conpany was al so awarded t he managenent contract to operate a new facility,
the Sanders Estes Correctional Center. However, the Conmpany's existing
nmanagenent contracts to operate the Wllacy State Jail and the John R Lindsey
State Jail were not renewed. Although the net inpact of the Texas re-bid

process will result in an overall |oss of one contract, the Conpany does not
believe that this will have a material inpact on its future financia
performance. The awards will be effective January 16, 2004.

CRI TI CAL ACCOUNTI NG PCLI CI ES

The consolidated financial statenents are prepared in conformty with
accounting principles generally accepted in the United States. As such, the
Conpany is required to nake certain estimtes, judgnents and assunptions that

it believes are reasonabl e based upon the information avail abl e. These
estimates and assunptions affect the reported anpunts of assets and liabilities
at the date of the financial statenments and the reported ambunts of revenue and
expenses during the reporting period. The Conpany routinely evaluates its
estimates based on historical experience and on various other assunptions that
managenent bel i eves are reasonabl e under the circunmstances. Actual results may
differ fromthese estimtes under different assunptions or conditions. A
sunmmary of the Conpany's significant accounting policies is described in Note 2
to the Conmpany's financial statenents on Form 10-K/ A for the year ended
Decenmber 29, 2002. The significant accounting policies and estimtes which the
Conpany believes are the nost critical to aid in fully understanding and

eval uating the Conpany's reported financial results include the follow ng:
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In accordance with SEC Staff Accounting Bulletin No. 101 and rel ated
interpretations, facility nanagenment revenues are recogni zed as services are

provi ded under facility managenent contracts w th approved governnent
appropriations based on a net rate per day per inmate or on a fixed nonthly
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rate. Project devel opnent 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 nmethod is used
because management considers costs incurred to date to be the best avail able
neasure of progress on these contracts. Provisions for estimted | osses on
unconpl eted contracts and changes to cost estimates are nmade in the period in
whi ch the Conpany determ nes 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 from contract
penalty provisions, and final contract settlenments may result in revisions to
estimated costs and income, and are recognized in the period in which the

revi sions are determ ned.

Al | owance for Doubtful Accounts

The Conpany extends credit to the governnent agencies contracted with and other
parties in the normal course of business as a result of billing and receiving
paynment for services thirty to sixty days in arrears. Further, the Conpany
regul arly reviews outstandi ng receivables, and provides estinated | osses
through an al |l owance for doubtful accounts. In evaluating the |evel of
establ i shed reserves, the Conpany makes judgnments regarding its custoners
ability to make required paynents, econom c events and other factors. As the
financial condition of these parties change, circunstances devel op or

addi tional information becomes avail able, adjustrments to the all owance for
doubt ful accounts may be required.

Property and Equi pnent
As of Septenber 28, 2003, the Conpany had approximately $204 nmillion in

l ong-1ived property and equi prent. Property and equi pnment are recorded at cost.
Depreciation is provided using the straight-line nethod over the estimated

useful lives. Leasehold inmprovenents are anortized on a straight-1line basis
over the shorter of the useful life of the inprovement or the termof the
| ease. The Conpany performs ongoi ng eval uations of the estimted useful lives

of its property and equi pnent for depreciation purposes. The estimated usefu
lives are determ ned and continually eval uated based on the period over which
services are expected to be rendered by the asset. Miintenance and repair itens
are expensed as incurred.

The Conpany reviews for inpairnment of long-lived assets to be held and used
whenever events or changes in circunstances indicate that the carrying anount
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. Measurenment of an inpairnent |oss
for long-lived assets that management expects to hold and use is based on the
fair value of the asset. Long-lived assets to be disposed of are reported at
the | ower of carrying amount or fair value |l ess costs to sell. Managenent 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

i mpai rment assessment include deterioration of profits for a business segnent
that has long-lived assets, or when other changes occur which mght inpair
recovery of long-lived assets.
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| ncone Taxes

Deferred tax assets and liabilities are recognized as the difference between
the book basis and tax basis of its net assets. In providing for deferred
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taxes, the Conpany considers current tax regul ations, estimates of future
taxabl e incone and avail able tax planning strategies. If tax regul ations,
operating results or the ability to inplenment tax-planning strategies vary,
adjustments to the carrying value of deferred tax assets and liabilities may be
required.

Reserves for |nsurance Losses

Casual ty insurance related to workers' conpensation, general liability and

aut onobi |l e i nsurance coverage is provided through an i ndependent insurer. The
i nsurance program consists of primary and excess insurance coverage. The
primary general liability coverage has a $5 mllion Ilimt per occurrence with a
$20 mllion general aggregate limt and a $1 mllion deductible. The primary
aut omobi | e coverage has a $5 million limt per occurrence with a $1 mllion
deducti bl e and the primary workers' conpensation insurance limts are based on
state statutes and contain a $1 mllion deductible. The excess coverage has a
$50 million limt per occurrence and in the aggregate. The Conpany believes
such limts are adequate to insure against the various liability risks of its
busi ness. The Company is self-insured for enploynent related clains and nmedi ca
mal practice clains relating to services provided at Atlantic Shores Hospita
and South Florida State Hospital.

Because the policy is a high deductible policy, |osses are recorded as reported
and provision is made to cover losses incurred but not reported. Loss reserves
are undi scounted and are computed based on i ndependent actuarial studies.

COVM TMENTS AND CONTI NGENCI ES
The Conpany's contract with the California Departnent of Corrections for the

managenment of the 224-bed McFarl and Comunity Corrections Center was recently
ext ended t hrough December 31, 2003. Management believes that a contract

extension will be entered into for any services which the Conpany may provide
after Decenber 31, 2003. However, there can be no assurance that a contract
extension will be finalized. If the contract is not extended, the Company may

not be reinbursed for any of its fees related to the operation of the MFarl and
facility after Decenber 31, 2003. During the thirty-nine weeks ended Septenber
28, 2003, the contract for the McFarland facility represented | ess than 1% of
the Conpany's consolidated revenues. In addition, the MFarland facility is
currently in the fifth year of a ten-year non-cancel abl e operating | ease with
Correctional Properties Trust, referred to as CPV. In the event that the
Conpany is unable to extend the MFarland contract beyond Decenber 31, 2003 or
find an alternative use for the McFarland facility, the Conpany nmay 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 Associated with
Exit or Disposal Activities." The remaining | ease obligation is approxinately
$5 million through April 28, 2008.

Duri ng 2000, the Conpany's managenent contract at the 276-bed Jena Juvenile
Justice Center in Jena, Louisiana was discontinued by the nutual agreement of
the parties. Despite the discontinuation of the managenent contract, the
Conpany renai ns responsi ble for paynments on its underlying | ease of the
inactive facility. The Conmpany incurred an operating charge of $1.1 mllion
during the year ended Decenber 29, 2002, related to the Conpany's | ease of the
inactive facility that represented the expected costs to be incurred under the
| ease until a sublease or alternative use could be initiated. The Company is
continuing its efforts to find an alternative correctional use or subl ease for
the facility. However, parties that the Conpany previously believed m ght

subl ease the facility prior to early 2004 have recently either indicated that
they do not have an Imedi ate need for the facility or did not enter into a

bi nding commitnment for a sublease of the facility. As a result, managenent of
the Conpany has determined that it is unlikely that the Conpany w |l subl ease
the facility or find an alternative correctional use for the facility prior to
the expiration of the current provision for anticipated loss in early 2004 and
the Conpany has incurred an additional provision for operating |oss of
approximately $5 mllion
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during the third quarter 2003. This additional operating charge both covers the
Conpany's anticipated | osses under the | ease for the facility until a subl ease
is in place and provides an estinmated discount to sublease the facility to
prospective subl essees. |If the Conpany is unable to sublease or find an
alternative correctional use for the facility prior to January 2006, an

addi ti onal operating charge will be required. The remining 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, ("DOMA"), 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 is currently in the process of transitioning the
managenent and operation of the DIMA centers to the division of Goup 4 Fal ck
and expects that the transition will be fully conpleted by February 23, 2004,
when the Conpany's contract with DIMA is scheduled to expire. Once the

di vision of Goup 4 Falck begins to fully operate the DIMA centers, the
Conpany will no | onger recognize any further revenue fromthe DIMA contract.
For the thirty-nine weeks ended Septenber 28, 2003, the contract with DIMA
represented approxi mately 9. 8% of the Conpany's consolidated revenues. The
Conpany does not have any | ease obligations related to its contract with DIM A
During the third quarter 2003, the Conpany incurred increased costs of
approximately $3 mllion related to the transitioning of the DIMA contract to
the division of Goup 4 Falck, primarily related to liability insurance
expenses. The Conpany may incur additional costs related to the transition in
the future.

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 current and forner
California correctional officers in certain selected posts. Discovery is
underway and the court has yet to hear the plaintiffs' certification notion.
The Conpany is unable to estimate the potential |oss exposure 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 litigation
cannot be predicted with certainty, based on information known to date,
management 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
uni nsured for any damages or costs it may incur as a result of this lawsuit,

i ncludi ng the expenses of defending the |lawsuit. The Conpany is vigorously
defending its rights in this action

The nature of the Conpany's busi ness exposes the Conpany to various types of
claims or litigation, including, but not limted to, civil rights clains
relating to conditions of confinement and/or mstreatment, sexual m sconduct
clains brought by prisoners or detainees, nedical nalpractice clains, clainms
relating to enploynent matters (including, but not linmted to, enploynent

di scrimnation clainms, union grievances and wage and hour clains), property

| oss clainms, environnmental clains, autonobile liability clains, contractua
clains and clains for personal injury or other danages resulting from contact
with the Conpany's facilities, prograns, personnel or prisoners, including
danages arising froma prisoner’'s escape or froma disturbance or riot at a
facility. The Conpany maintains insurance coverage for these types of clains,
except for clains relating to enploynent matters and medi cal mal practice clains
relating to its mental health facilities, for which the Conpany carries no

i nsurance. Except for the pending wage and hour litigation described above,
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there are no pending material |egal proceedings to which the Conpany or any of
its subsidiaries is a party or to which the Conpany's or any of Its
subsi diaries' property or assets are subject.
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RESULTS OF OPERATI ONS

The foll owi ng di scussion and anal ysis should be read in conjunction with the
Conpany's consol i dated financial statenents and the notes thereto.

Conparison of Thirteen Weks Ended Septenber 28, 2003 and Thirteen Weks Ended
Sept enber 29, 2002

Revenues increased by 11.4%to $157.8 mllion in the thirteen weeks ended

Sept enber 28, 2003 ("Third Quarter 2003") from$141.7 million in the thirteen
weeks ended Septenber 29, 2002 ("Third Quarter 2002"). Approximtely $4.8
mllion of the increase in revenues is the result of the opening of the

Law enceville Correctional Facility at the end of the first quarter 2003.
Revenues al so increased approximately $6.5 million in Third Quarter 2003
conpared to Third Quarter 2002 due to a strengthening of the Australian dollar
from 2002. The remmi nder of the increase in revenues reflects contractua
adjustrments for inflation, slightly higher occupancy rates and i nproved terns
negotiated into a nunber of contracts.

The nunber of conpensated resident days in donestic facilities increased to
2,485,798 in Third Quarter 2003 from 2,323,842 in Third Quarter 2002. The
average facility occupancy in domestic facilities was 100.4% of capacity in
Third Quarter 2003 conpared to 98.8% of capacity in Third Quarter 2002.
Conpensat ed resident days in Australian facilities decreased to 334,118 from
390, 283 for the conparable periods primarily due to | ower popul ation |evels at
the immgration and detention centers.

Operating expenses increased by 14.5%to $141.8 million in Third Quarter 2003
conpared to $123.8 million in Third Quarter 2002. As a percentage of revenue,
operating expenses increased to 89.8%in Third Quarter 2003 from87.4%in Third
Quarter 2002.

The increase in operating expense reflects an additional provision for
operating loss of approximately $5 mllion during the Third Quarter 2003
related to the Conmpany's inactive facility in Jena, Louisiana. Recently,
parties that the Conpany previously believed m ght sublease the Jena facility
prior to early 2004 have either indicated that they do not have an i nmedi ate
need for the facility or did not enter into a binding commitment for a subl ease
of the facility. As a result, managenent of the Conpany has deternined that it
is unlikely that the Conpany will sublease the facility or find an alternative
correctional use for the facility prior to the expiration of the current
provision for anticipated loss in early 2004 and the Conpany has incurred an
additional provision for operating |oss of approximately $5 mllion during the
Third Quarter 2003. This additional operating charge both covers the Conpany's
anticipated | osses under the lease for the facility until a sublease is in

pl ace and provides an estinmated di scount to sublease the facility to
prospective subl essees. |If the Conpany is unable to sublease or 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 2006, is approximately $7 mllion

Additionally, the Conpany is currently in the process of transitioning the
managenment and operation of the DIMA centers to the division of Goup 4 Fal ck
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and expects that the transition will be fully conpleted by February 23, 2004,
when the Conpany's contract with DIMA is scheduled to expire. During the Third
Quarter 2003, the Company incurred increased costs of approximately $3 mllion
related to the transitioning of the DIMA contract to the division of Goup 4
Falck, primarily related to liability insurance expenses. The Conpany may | hcur
additional costs related to the transition in the future.

The increase in operating expenses also reflects the opening of the

Law enceville Correctional Facility and the inpact of the stronger Australian
dol l ar offset by | ower workers' compensation and general liability insurance
expense and | ower | ease expense as a result of purchasing previously | eased
properties. The interest cost associated with purchasing the properties is
included in interest expense.

22

Tabl e of Contents
WACKENHUT CORRECTI ONS CORPORATI ON

Depreciation and anortization increased by 41.7%to $3.4 million in Third
Quarter 2003 conpared to $2.4 nmillion in Third Quarter 2002. As a percentage of
revenue, depreciation and anortization increased to 2.2%in Third Quarter 2003
froml.7%in Third Quarter 2002. This increase is attributable to the purchase
of previously leased facilities for approximately $155 mllion in Decenber
2002.

General and administrative expenses increased 21.3%to $9.5 mllion in Third
Quarter 2003 from$7.8 mllion in Third Quarter 2002. As a percentage of
revenue, general and adm nistrative expenses increased to 6%in Third Quarter
2003 from 5.5% in Third Quarter 2002. The increase relates to increased

prof essional fees as well as increased directors' and officers' insurance and
travel costs.

Operating incone decreased by 59%to $3.1 mllion in Third Quarter 2003 from
$7.6 mllion in Third Quarter 2002. As a percentage of revenue, operating

i nconme decreased to 2% in Third Quarter 2003 from5.4%in Third Quarter 2002
due to the factors di scussed above.

Interest income was $1.7 million during Third Quarter 2003 conpared to $1.1
mllion in Third Quarter 2002, resulting froman increase in invested cash
bal ances.

I nterest expense was $5.6 nmillion during Third Quarter 2003, conpared to $0.8
mllion in Third Quarter 2002. This increase is attributable to the debt
incurred to finance the purchase of previously |eased facilities for
approximately $155 mllion in Decenmber 2002. During the Third Quarter 2003, the
Conpany entered into the Amended Senior Credit Facility and issued $150
mllion, aggregate principal anmount, ten-year, 8 1/4% Seni or Unsecured Notes.

The Conpany incurred a charge of approximately $2 mllion for the wite-off of
deferred financing fees related to the amendnment of its previous credit
agreement during Third Quarter 2003 conpared to zero in Third Quarter 2002.

The Conpany recogni zed a gain of approximately $61 mllion fromthe sale of the
Conpany's joint-venture interest in the United Ki ngdom

Provision for incone taxes increased to $28.5 million in Third Quarter 2003
from$3.2 million in Third Quarter 2002 prinmarily due to the tax effect on the
gain on sale of the Conpany's joint-venture interest in the United Ki ngdom

Equity in earnings of affiliates, net of income tax provision, decreased to
$0.5 mllion in Third Quarter 2003 from$0.7 million in Third Quarter 2002.
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Net incone increased to $30.4 mllion in Third Quarter 2003 from$5.4 mllion
in Third Quarter 2002 as a result of the factors descri bed above.
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Conparison of Thirty-ni ne Weeks Ended Septenber 28, 2003 and Thirty-ni ne Weeks
Ended Sept enber 29, 2002

Revenues increased by 7.9%to $456.3 million in the thirty-ni ne weeks ended
Sept enber 28, 2003 ("N ne Months 2003") from $423.1 million in the thirty-nine
weeks ended Septenber 28, 2002 ("N ne Months 2002"). The strengthening of the
Australian dollar conpared to the sane period in 2002 resulted in approximtely
a $14.8 mllion increase in revenues. Revenues al so increased approxi mately
$10.1 mllion as a result of the opening of the Lawrenceville Correctiona
Facility at the end of the first quarter 2003. The renmi nder of the increase
was due to contractual adjustnents for inflation, slightly higher occupancy
rates and inproved terns negotiated into a nunber of contracts. These | ncreases
were partially reduced by approximately $6.2 mllion in N ne Mnths 2003
conpared to Nine Months 2002 due to the closure of the Bayanon Correctiona
Facility and Sout hbay - SVP

The nunber of conpensated resident days in donmestic facilities increased to
7,229,433 in Nine Months 2003 from 6,892,704 in N ne Months 2002. The average
facility occupancy in donestic facilities was 99.5% of capacity in N ne Mnths
2003 conpared to 98.2% in Ni ne Months 2002. Conpensated resident days in
Australian facilities decreased to 1,132,848 from 1, 258,037 for the conparabl e
periods primarily due to | ower population | evels at the inmigration and
detention centers.

Qperating expenses increased by 6.5%to $394.6 mllion in N ne Mnths 2003
conpared to $370.5 mllion in Nine Months Quarter 2002. As a percentage of
revenue, operating expenses decreased to 86.5%in N ne Months 2003 from 87. 6%
in the comparable period in 2002.

The increase in operating expense reflects an additional provision for
operating |l oss of approximately $5 million during the Third Quarter 2003
related to the Conpany's inactive facility in Jena, Louisiana. Recently,
parties that the Conpany previously believed m ght sublease the Jena facility
prior to early 2004 have either indicated that they do not have an inmediate
need for the facility or did not enter into a binding commtnment for a subl ease
of the facility. As a result, managenent of the Conpany has determined that it
is unlikely that the Conpany will sublease the facility or find an alternative
correctional use for the facility prior to the expiration of the current
provision for anticipated loss in early 2004 and the Conpany has incurred an
addi tional provision for operating |oss of approximately $5 mllion during the
Third Quarter 2003. This additional operating charge both covers the Conpany's
anticipated | osses under the lease for the facility until a sublease is in

pl ace and provides an estimated di scount to sublease the facility to
prospective subl essees. If the Conpany is unable to sublease or find an
alternative correctional use for the facility prior to January 2006, an
addi ti onal operating charge will be required. The remmining obligation on the
Jena | ease through the contractual term of 2009, exclusive of the reserve for

| osses through early 2006, is approximately $7 nmillion

Additionally, the Conpany is currently in the process of transitioning the
managenent and operation of the DIMA centers to the division of Goup 4 Fal ck
and expects that the transition will be fully conpleted by February 23, 2004,
when the Conpany's contract with DIMA is scheduled to expire. During the Third
Quarter 2003, the Conpany incurred increased costs of approximately $3 million
related to the transitioning of the DIMA contract to the division of Goup 4
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Fal ck, primarily related to liability insurance expenses. The Conpany may i ncur
addi tional costs related to the transition in the future.

The increase in operating expenses also reflects the opening of the

Law enceville Correctional Facility and the inpact of the stronger Australian
dol lar offset by | ower workers' conpensation and general liability insurance
expense and | ower | ease expense as a result of purchasing previously | eased
properties. The interest cost associated with purchasing the properties is

i ncluded in interest expense.
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Depreciation and anortization increased by 40.9%to $10.4 mllion in N ne
Mont hs 2003 conpared to $7.3 mllion in N ne Months 2002. As a percentage of
revenue, depreciation and anortization increased to 2.3%in N ne Mnths 2003
from1l.7%in N ne Months 2002. This increase is attributable to the purchase of
previously |l eased facilities for approximately $155 mllion in Decenber 2002.

General and administrative expenses increased 17.8%to $28.6 mllion in N ne
Mont hs 2003 from $24.3 million in N ne Months 2002. As a percentage of revenue,
general and admi nistrative expenses increased to 6.3%in N ne Mnths 2003 from
5.7%in N ne Months 2002. The increase relates to increased deferred
conpensation costs for senior executive conpensation agreenents as well as
paynments under enpl oynent agreenents with certain key executives triggered by
the change in control fromthe sale of TWC in May 2002 as well as increased
prof essional fees, directors' and officers' insurance and travel costs.

Operating incone increased by 8.4%to $22.8 million in N ne Mnths 2003 from
$21 million in Nine Months 2002. As a percentage of revenue, operating incone
remai ned constant at 5% in N ne Months 2003 and Ni ne Months 2002.

Interest inconme was $4.2 mllion during N ne Mnths 2003 conpared to $3.2
mllion in Nine Months 2002 resulting froman increase in invested cash
bal ances.

Interest expense was $11.6 mllion during Nine Months 2003 conpared to $2.5
mllion in Nine Months 2002. This increase is attributable to the debt incurred
to finance the purchase of previously leased facilities for approximtely $155
mllion in Decenber 2002. During the Third Quarter 2003, the Conpany entered
into the Arended Senior Credit Facility and issued $150 mllion, aggregate
princi pal ampunt, ten-year, 8 1/4% Seni or Unsecured Notes.

The Conpany incurred a charge of approximately $2 million for the wite-off of
deferred financing fees related to the amendnent of its previous credit
agreenment during the Nine Months 2003 conpared to zero in Nine Mnths 2002.

The Conpany recognized a gain of approximately $61 mllion fromthe sale of the
Conpany's joint-venture interest in the United Kingdom

Provision for incone taxes increased to $35.2 nmillion in N ne Months 2003 as
conpared to $9.7 million in Nine Months 2002 prinmarily due to the tax effect on
the gain on sale of the Conpany's joint-venture interest in the United Ki ngdom

Equity in earnings of affiliates, net of income tax provision, decreased to
$2.6 mllion in Nine Minths 2003 as conpared to $3.9 million in N ne Mnths
2002 due to the sale of the Conpany's joint venture interest in the United
Ki ngdom

Net inconme increased to $41.8 nmillion in Nine Months 2003 from $15.9 nillion in
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Ni ne Months 2002 as a result of the factors descri bed above.
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Liquidity and Capital Resources

The Conpany's principal sources of liquidity are cash flows from operations and
borrow ngs under the $50 mllion revolving portion of the Anended Senior Credit
Facility. The Conpany expects that ongoing requirenents for debt service and
capital expenditures will be funded fromthese sources. As of Septenber 28,
2003, the Company had $25.9 mllion in letters of credit outstandi ng under the
revolving credit facility, plus $20 mllion wi thdrawn under the revolving
credit facility and $4.1 mllion available for additional borrow ngs. Cash and
cash equival ents as of Septenmber 28, 2003 were $120.4 nillion, an increase of
$85.2 mllion from Decenber 29, 2002.

Based on current operations, managenent of the Conpany believes that cash fl ow
from operations and avail abl e cash, together w th avail abl e borrow ngs under
the Conpany's Amended Senior Credit Facility, will be adequate to nmeet future
liquidity needs over the next twelve nonths.

At Septenber 28, 2003, the Conpany had outstanding el even letters of guarantee
totaling approximately $6.4 million under separate international credit
facilities. These letters of guarantee are not included in the Arended Seni or
Credit Facility.

Cash used in operating activities anbunted to $6.2 nmillion in the N ne Mnths

2003 versus cash provided by operating activities of $14.7 mllion in the N ne
Mont hs 2002 primarily reflecting the gain on the sale of the UK joint venture

as well as an increase in accounts receivable and other assets offset by an

i ncrease in accounts payabl e and accrued expenses.

Cash provided by investing activities anpbunted to $75.1 million in the N ne
Mont hs 2003 conpared to cash used in investing activities of $3.8 mllion in
the Nine Months 2002. The change is primarily the result of the sale of the WK
joint venture offset by slightly higher capital expenditures in the Ni ne Mnths
2003 as conpared to the Nine Mnths 2002.

Cash provided by financing activities in the Nine Months 2003 anpbunted to $12.4
mllion conpared to cash provided by financing activities of $2.5 mllion in
the Nine Months 2002. The change is primarily due to the increase in proceeds
fromlong-termdebt and non-recourse debt offset by an increase in treasury

st ock.

Working capital increased from$64.6 mllion at Decenber 29, 2002 to $133.9
mllion at Septenber 28, 2003, primarily due to an increase in cash and cash
equi val ents offset by an increase in accrued expenses.

On July 9, 2003 the Conpany repurchased all 12 mllion shares of the Conmpany's
comon stock, par value $0.01 (the "comon stock"), beneficially owned by G oup
4 Falck A/S ("Group 4 Falck"), the Conpany's forner 57% najority sharehol der
for $132 million in cash pursuant to the terns of a Share Purchase Agreement
(the "Share Purchase Agreenent"), dated April 30, 2003, by and anobng the
Conpany, G oup 4 Fal ck, The Wackenhut Corporation, the Conpany's former parent
conpany ("TWC'), and Tuhnekcaw, Inc., an indirect wholly-owned subsidiary of
Group 4 Fal ck ("Tuhnekcaw') (the "Transaction").

To facilitate the conmpletion of the Transaction, the Conpany amended its senior
secured credit facility and issued $150 million, aggregate principal anount,
ten-year, 8 1/4% Seni or Unsecured Notes (the "Notes") in a private offering to
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qualified institutional buyers under Rule 144A of the Securities Act.

The Amended Seni or Secured Credit Facility (the "Amended Senior Credit
Facility") consists of a $50 mllion, 5-year revolving |oan (the "Revol ving
Credit Facility") and a $100 nmillion, 6-year termloan (the "Term Loan
Facility").
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The Revolving Credit Facility contains a $40 nmillion limt for the issuance of
standby letters of credit. At Septenber 28, 2003, $100 mllion was outstanding
under the Term Loan Facility, $20 mllion was outstandi ng under the Revol ving
Credit Facility, and there was $25.9 mllion outstanding under letters of
credit.

| ndebt edness under the Revolving Credit Facility bears interest at the
Conpany's option at the base rate (defined as the higher of the prine rate or
federal funds plus 0.5% plus a spread of 125 to 200 basis points or LIBOR plus
250 to 325 basis points, depending on the | everage ratio. |ndebtedness under
the Term Loan Facility bears interest at LIBOR + 300 basis points.

ol igations under the Arended Senior Credit Facility are guaranteed by the
Conpany's material donmestic subsidiaries and are secured by substantially al
of the Conpany's tangi ble and intangible assets.

The Amended Senior Credit Facility includes covenants that require the Conpany,
among ot her things, to maintain a maxi num | everage ratio, a mninumfixed
charge ratio, a mininumnet worth, and to limt the ambunt of its annua

capital expenditures. The facility also limts certain paynments and

di stributions to the Conpany as well as the Conpany's ability to enter into
certain types of transactions.

The Notes are general, unsecured, senior obligations of the Conpany. Interest
i s payabl e seni-annually on January 15 and July 15 at 8.25% begi nni ng on
January 15, 2004. The Notes are governed by the terns of an Indenture, dated
July 9, 2003, between the Conmpany and the Bank of New York, as trustee (the
"I ndenture").

Under the terns of the Indenture, at any time on or prior to July 15, 2006, the
Conpany may redeemup to 35% of the Notes with the proceeds fromequity

of ferings at 108.25% of the principal amount to be redeened plus the paynent of
accrued and unpaid interest, and any applicable |iqui dated danages.
Additionally, after July 15, 2008, the Conmpany nay redeem at its option, al

or a portion of the Notes plus accrued and unpaid interest at various
redenption prices ranging from 104. 125%to 100. 000% of the principal anount to
be redeened, dependi ng on when the redenption occurs.

The I ndenture contains covenants that I[imt the Conpany's ability to incur
addi ti onal indebtedness, pay dividends or distributions on the Company's conmon
stock, or repurchase the Conpany's comon stock, or prepay subordi nated

i ndebt edness. The Indenture also linmits the Conpany's ability to issue
preferred stock, make certain investnents, make certain types of investnents,
nerge or consolidate with another conpany, guarantee other indebtedness, create
liens and transfer and sell assets.

The Conpany has filed an S-4 registration statement (the "Registration
Statement") to register under the Securities Act exchange notes (the "Exchange
Not es") having substantially identical terns as the Notes. The Registration
Statenment was declared effective by the Securities and Exchange Comm ssion on
Novermber 10, 2003. The Company is currently in the process of comencing an
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exchange offer pursuant to the Registration Statenent, in which holders of the
Notes will be able to exchange the Notes for Exchange Notes which wll
generally be freely tradeable, subject to certain exceptions.

Ef fective Septenber 18, 2003, the Conpany entered into interest rate swap
agreenents in the aggregate notional amount of $50 million. The Company has
desi gnat ed the swaps as hedges agai nst changes in the fair value of a

desi gnated 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 paynent 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 paynment fromthe financial counterparties to the
agreenents equal to 8.25% per year cal cul ated on the notional $50 million
amount, while the Conpany makes a variable interest rate
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paynment to the same counterparties equal to the six-nonth London Interbank
Ofered Rate plus a fixed margin of 3.45% also calculated on the notional $50
mllion amount. As of Septemnber 28, 2003, the fair value of the swaps total ed
approximately $0.7 mllion and is included in other non-current assets and as
an adjustnment to the carrying value of the Notes in the acconpanyi ng bal ance
sheets. There was no material ineffectiveness of the Conpany's interest rate
swaps for the three and nine nonths ended Septenber 28, 2003.

For every one percent increase in the interest rate applicable to the swap
agreenments, the Conpany's total annual interest expense will increase by $0.5
mllion.

The Conpany is al so exposed to changes in interest rates with respect to its
Amended Senior Credit Facility. Monthly paynments under the Anended Seni or
Credit Facility are indexed to a variable interest rate. Based on borrow ngs
out st andi ng under the Amended Senior Credit Facility of $120 million as of
Sept enber 28, 2003, for every one percent increase in the interest rate
applicable to the Arended Senior Credit Facility, the Conpany's total annua
i nterest expense will increase by $1.2 nillion

The Conpany's whol | y-owned Australian subsidiary financed the devel opnent of a
facility wth | ong-term debt obligations, which are non-recourse to the
Conpany. The term of the non-recourse debt is through 2017 and the debt bears
interest at a variable rate quoted by certain Australian banks plus 140 basis
points. Any obligations or liabilities of the subsidiary are nmatched by a
simlar or corresponding conmtnent fromthe governnent of the State of
Victoria. In connection with the non-recourse debt, the subsidiary is a party
to an interest rate swap agreenent to fix the interest rate on the variable
rate non-recourse debt at 9.7% The swap is recorded in the Conpany's condensed
consol idated financial statenents as an effective cash fl ow hedge and the
Conpany records changes in the value of the swap as a conponent of other
conprehensive inconme in the condensed consolidated financial statenents, net of
applicabl e incone taxes. The total value of the swap liability as of Septenber
28, 2003 and Decenmber 29, 2002 was $4.6 million and $5.6 million, respectively
and is recorded as a conponent of other liabilities in the acconpanying
condensed consol i dated financial statenents.

| TEM 3. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

Reference is nade to Item 7A, Part |l of the Conpany's Annual Report on Form
10-K for the fiscal year ended Decenber 29, 2002, for discussion pertaining to
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the Conpany's exposure to certain nmarket risks. There have been no materia
changes in the disclosure for the thirty-nine weeks ended Septenber 28, 2003.

| TEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures
The Conpany carried out an eval uation, under the supervision and with the
partici pation of senior managenent, including its Chief Executive Oficer
and Chief Financial Oficer, of the effectiveness of the design and
operation of its disclosure controls and procedures (as defined in Rul es
13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934), as of
Sept ember 28, 2003. Based upon that evaluation, the Chief Executive Oficer
and Chief Financial Oficer concluded that the Conmpany's disclosure
controls and procedures were effective, as of Septenber 28, 2003, in tinely
alerting themto material information relating to the Conpany required to
be included in reports to be filed or submitted under the Exchange Act.

Tabl e of Contents
WACKENHUT CORRECTI ONS CORPCRATI ON

(b) Changes in Internal Controls
There has been no change in the Conpany's internal control over financia
reporting during the quarter ended Septenber 28, 2003 that has materially
affected, or is reasonably likely to materially affect, the Conpany's
internal control over financial reporting.

PART Il - OTHER | NFORVATI ON
| TEM 1. LEGAL PROCEEDI NGS

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 current and forner
California correctional officers in certain selected posts. Discovery is
underway and the court has yet to hear the plaintiffs' certification notion.
The Conpany is unable to estimate the potential |oss exposure 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 litigation
cannot be predicted with certainty, based on information known to date,
management believes that the ultimte resolution of these matters, if settled
unfavorably to the Conpany, could have a naterial adverse effect on the
Conpany's financial position, operating results and cash flows. The Conpany is
uni nsured for any danages or costs it may incur as a result of this lawsuit,

i ncludi ng the expenses of defending the |lawsuit. The Conpany is vigorously
defending its rights in this action

The nature of the Conpany's busi ness exposes the Conpany to various types of
claims or litigation, including, but not limted to, civil rights clains
relating to conditions of confinement and/or mstreatment, sexual m sconduct
clains brought by prisoners or detainees, nedical nalpractice clains, clainms
relating to enploynent matters (including, but not linmted to, enploynent
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di scrimnation clainms, union grievances and wage and hour cl ains), property

| oss clainms, environnmental clains, autonobile liability clains, contractua
clains and clains for personal injury or other danages resulting from contact
with the Conpany's facilities, prograns, personnel or prisoners, including
danages arising froma prisoner’'s escape or froma disturbance or riot at a
facility. The Conpany maintains insurance coverage for these types of clains,
except for clains relating to enploynent matters and medi cal mal practice clains
relating to its mental health facilities, for which the Conpany carries no

i nsurance. Except for the pending wage and hour litigation described above,
there are no pending material |egal proceedings to which the Conpany or any of
its subsidiaries is a party or to which the Conpany's or any of iIts

subsi diaries' property or assets are subject.

| TEM 2. CHANGES | N SECURI Tl ES

Not appl i cabl e.

| TEM 3. DEFAULTS UPON SENI OR SECURI TI ES

Not appl i cabl e.

| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
Not appl i cabl e.

| TEM 5. OTHER | NFORVATI ON

Not appl i cabl e.
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| TEM 6. EXH BI TS AND REPORTS ON FORM 8- K

(a) Exhibits -

1.1 Purchase Agreenent, dated July 1, 2003, by and anbng Wackenhut Corrections
Cor poration and BNP Pari bas Securities Corp., Lehman Brothers Inc., First
Anal ysi s Securities Corporation, SouthTrust Securities, Inc. and Conerica
Securities, Inc. as the Initial Purchasers. (1)

4.1 Indenture, dated July 9, 2003, by and between Wackenhut Corrections
Corporation and The Bank of New York, as Trustee, relating to 8 1/4%
Seni or Notes due 2013. (1)

4.2 Registration Rights Agreenent, dated July 9, 2003, by and anpbng Wackenhut
Corrections Corporation and BNP Pari bas Securities Corp., Lehman Brothers
Inc., First Analysis Securities Corporation, SouthTrust Securities, Inc.
and Conerica Securities, Inc.(1)

10.1 Amended and Restated Credit Agreenent, dated July 9, 2003, by and anong
Wackenhut Corrections Corporation, BNP Paribas, as Adm nistrative Agent,
Syndi cati on Agent and Lead Arranger, Bank of Anerica, N A and Southtrust
Bank, as Co- Syndication Agents, Conerica Bank, as Co-Docunentation Agent,
and the |l enders who are, or may fromtinme to time becone, a party
thereto. (2)

31.1 SECTION 302 CEO Certification
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31.2 SECTION 302 CFO Certification
32.1 SECTI ON 906 CEO Certification
32.2 SECTION 906 CFO Certification

(1) I ncorporated by reference to exhibit of the sanme nunber filed with the
Conpany's report on Form 8-K, dated July 29, 2003.

(2) I ncorporated by reference to Exhibit 4.3 filed with the Conpany's report
on Form 8-K, dated July 29, 2003.

(b) Reports on Form 8-K - The Conpany filed a Form8-K, Itens 5 and 7 on July 29, 2003,
and a Form 8-K, Itens 7 &2 on August 13, 2003.

Tabl e of Contents

WACKENHUT CORRECTI ONS CORPORATI ON

S| GNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934, the
Regi strant has duly caused this report to be signed on its behalf by the
under si gned, thereunto duly authorized.

WACKENHUT CORRECTI ONS CORPORATI ON

November 12, 2003 /s/ John G O Rourke

Dat e John G O Rourke
Seni or Vice President - Finance and Chi ef Financial Oficer
(Principal Financial Oficer)
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Exhibit 31.1
WACKENHUT CORRECTI ONS CORPORATI ON

CERTI FI CATI ON OF CHI EF EXECUTI VE OFFI CER
(PURSUANT TO SECTI ON 302 OF THE SARBANES- OXLEY ACT OF 2002)

I, George C. Zoley, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Wackenhut Corrections
Corporation (the "Registrant");

2. Based on ny know edge, this quarterly report does not contain any untrue
statenment of a material fact or omt to state a material fact necessary to
nmake the statenents made, in |ight of the circunstances under which such
statenments were made, not msleading with respect to the period covered by
this quarterly report;

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

4. The Registrant's other certifying officers and | are responsible for
est abl i shing and mai ntaining disclosure controls and procedures (as defined
i n Exchange Act Rul es 13a-15(e) and 15d-15(e)) for the Registrant and we
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be desi gned under our supervision, to ensure
that material information relating to the Registrant, including its
consol i dated subsidiaries, is nade known to us by others within those
entities, particularly during the period in which this quarterly report is
bei ng prepar ed;

(b) Evaluated the effectiveness of the Registrant's disclosure controls and
procedures and presented in this quarterly report our conclusions about the
ef fectiveness of the disclosure controls and procedures, as of the end of
the period covered by this quarterly report based on such eval uation; and

(c) Disclosed in this quarterly report any change in the Registrant's interna
control over financial reporting that occurred during the Registrant's nost
recent fiscal quarter that has materially affected, or is reasonably likely
to materially affect, the Registrant's internal control over financia
reporting; and

5. The Registrant's other certifying officers and | have discl osed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit commttee of the Registrant's board
of directors (or persons perform ng the equival ent functions):

(a) Al significant deficiencies and nmaterial weaknesses in the design or
operation of internal control over financial reporting which are reasonably
l1kely to adversely affect the Registrant's ability to record, process,
sunmmari ze and report financial information; and
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(b) Any fraud, whether or not material, that involves nanagenment or ot her
enpl oyees who have a significant role in the Registrant's internal control
over financial reporting.

Dat e: Novenber 12, 2003

/sl George C. Zoley

CGeorge C. Zol ey
Chi ef Executive Oficer
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Exhi bit 31.2
WACKENHUT CORRECTI ONS CORPORATI ON

CERTI FI CATI ON OF CHI EF FI NANCI AL OFFI CER
(PURSUANT TO SECTI ON 302 OF THE SARBANES- OXLEY ACT OF 2002)

I, John G O Rourke, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Wackenhut Corrections
Corporation (the "Registrant");

2. Based on ny know edge, this quarterly report does not contain any untrue
statenment of a material fact or omt to state a material fact necessary to
nmake the statenents made, in |ight of the circunstances under which such
statenments were made, not msleading with respect to the period covered by
this quarterly report;

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

4. The Registrant's other certifying officers and | are responsible for
est abl i shing and mai ntaining disclosure controls and procedures (as defined
i n Exchange Act Rul es 13a-15(e) and 15d-15(e)) for the Registrant and we
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be desi gned under our supervision, to ensure
that material information relating to the Registrant, including its
consol i dated subsidiaries, is nade known to us by others within those
entities, particularly during the period in which this quarterly report is
bei ng prepar ed;

(b) Evaluated the effectiveness of the Registrant's disclosure controls and
procedures and presented in this quarterly report our conclusions about the
ef fectiveness of the disclosure controls and procedures, as of the end of
the period covered by this quarterly report based on such eval uation; and

(c) Disclosed in this quarterly report any change in the Registrant's interna
control over financial reporting that occurred during the Registrant's nost
recent fiscal quarter that has materially affected, or is reasonably likely
to materially affect, the Registrant's internal control over financia
reporting; and

5. The Registrant's other certifying officers and | have discl osed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit commttee of the Registrant's board
of directors (or persons perform ng the equival ent functions):

(a) Al significant deficiencies and nmaterial weaknesses in the design or
operation of internal control over financial reporting which are reasonably
l1kely to adversely affect the Registrant's ability to record, process,
sunmmari ze and report financial information; and
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(b) Any fraud, whether or not material, that involves nanagenment or ot her
enpl oyees who have a significant role in the Registrant's internal control
over financial reporting.

Dat e: Novenber 12, 2003

/s/ John G O Rourke

John G O Rourke
Chi ef Financial Oficer
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Exhibit 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 Quarterly Report on Form 10-Q of Wackenhut Corrections
Corporation (the "Conpany") for the period ended Septenber 28, 2003 as filed
with the Securities and Exchange Comm ssion on the date hereof (the "Form
10-Q'), |, George C. Zoley, Chief Executive Oficer of the Conpany, certify,
pursuant to 18 U S.C. (s) 1350, as adopted pursuant to Section 906 of the

Sar banes- Oxl ey Act of 2002, that:

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

(2) The information contained in the Form10-Q fairly presents, in all materia
respects, the financial condition and results of operations of the Conpany.

/sl George C. Zoley

CGeorge C. Zol ey
Chi ef Executive Oficer
Novenber 12, 2003

This certification acconpanies the Form 10-Q pursuant to Section 906 of the
Sar banes- Oxl ey Act of 2002 and shall not be deemed filed by the Conpany
pursuant to the Exchange Act and does not constitute a part of the Form 10-Q

A signed original of the witten statement required by Section 906, or other
docunent aut henticating, acknow edgi ng, or otherw se adopting the signature
that appears in typed fromwithin the electronic version of this witten
statenment required by Section 906, has been provided to the Company and will be
retai ned by the Conpany and furnished to the Securities and Exchange Conmi ssion
or it staff upon request.
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Exhi 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 Quarterly Report on Form 10-Q of Wackenhut Corrections
Corporation (the "Conpany") for the period ended Septenber 28, 2003 as filed
with the Securities and Exchange Comm ssion on the date hereof (the "Form
10-Q'), I, John G O Rourke, Chief Financial Oficer of the Conpany, certify,
pursuant to 18 U S.C. (s) 1350, as adopted pursuant to Section 906 of the

Sar banes- Oxl ey Act of 2002, that:

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

(2) The information contained in the Form10-Q fairly presents, in all materia
respects, the financial condition and results of operations of the Conpany.

/s/ John G O Rourke

John G O Rourke
Chi ef Financial Oficer
Novenber 12, 2003

This certification acconpanies the Form 10-Q pursuant to Section 906 of the
Sar banes- Oxl ey Act of 2002 and shall not be deemed filed by the Conpany
pursuant to the Exchange Act and does not constitute a part of the Form 10-Q

A signed original of the witten statement required by Section 906, or other
docunent aut henticating, acknow edgi ng, or otherw se adopting the signature
that appears in typed fromwithin the electronic version of this witten
statenment required by Section 906, has been provided to the Company and will be
retai ned by the Conpany and furnished to the Securities and Exchange Conmi ssion
or it staff upon request.
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