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WACKENHUT CORRECTI ONS CORPORATI ON
PART | - FI NANCI AL | NFORVATI ON
| TEM 1. FI NANCI AL STATEMENTS

The foll owi ng 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, omt or condense
certain footnotes and other information normally included in financia
statenents prepared in accordance with generally accepted accounting principles.
Certain anpbunts in the prior year have been reclassified to conformto the
current presentation. In the opinion of managenent, all adjustnments (consisting
only of normal recurring accruals) necessary for a fair presentation of the
financial information for the interimperiods reported have been made. Results
of operations for the thirteen weeks ended April 1, 2001 are not necessarily

i ndicative of the results for the entire fiscal year endi ng Decenber 30, 2001.
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WACKENHUT CORRECTI ONS CORPORATI ON
CONSOL| DATED STATEMENTS OF | NCOVE
FOR THE THI RTEEN WEEKS ENDED
APRIL 1, 2001 AND APRIL 2, 2000
(I'N THOUSANDS EXCEPT PER SHARE DATA)
( UNAUDI TED)

REVENUES . ..

Operating expenses (including anounts related to The Wackenhut
Corporation ("TWC') of $5,139 and $2,597) ..................

Depreciation and anmortization ........... ...

Contribution fromoperations ................. oo,
GEA expense (including amounts related to

TWC of $785 and $926) ... ...

Qperating I NCOMB .. ... s

Interest incone (including amounts related to
TWC of $2 and $--) ..

I nterest expense (including amobunts related to
TWC of $(15) and ($20)) . ...
I ncone before incone taxes and equity in earnings

of affiliates ... ... .

Provision for inNnCome taxes ...........iiiiiniinn..

I ncone before equity in earnings of affiliates ...............
Equity in earnings of affiliates, net of incone tax

provision of $628 and $756 .............. ... .. ... ...
Net 1 NCOIMB ...

Basi ¢ earnings per share
Net 1 NCOIMB . ...

Basi ¢ wei ghted average shares outstanding ................

Di | uted earnings per share
Net 1 NCOMB ... e e

Di | uted wei ghted average shares outstanding ..............

THI RTEEN WEEKS ENDED

592

699
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The acconpanying notes to consolidated financial statenents are
an integral part of these statenents.
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WACKENHUT CORRECTI ONS CORPORATI ON
CONSOL| DATED BALANCE SHEETS
APRIL 1, 2001 AND DECEMBER 31, 2000
(1IN THOUSANDS EXCEPT SHARE DATA)
APRIL 1, 2001 DECEMBER 31, 2000
( UNAUDI TED)
ASSETS
Current assets:
Cash and cash equivalents .......... ... ... ... ..., $ 24,097 $ 33,821
Accounts receivable, less allowance for doubtfu
accounts of $2,218 and $1,262 ............... ..., 78, 816 80, 508
Deferred income tax asset ..............c0uiiiinuunnnn.. 4,675 4,124
[ 08 5= 11, 846 11, 184
Total current assets ..................... 119, 434 129, 637
Property and equipment, net ............ . . . .. ... 54, 557 54, 620
Investnments in and advances to affiliates .................. 16, 674 30,610
GoodwWi | 1, Net ... e 1, 220 1, 398
Deferred income tax asSet ............iiiiinen. 1, 202 1,963
O hEr e 5,039 5,343
$ 198, 126 $ 223,571
LI ABI LI TIES AND SHAREHOLDERS' EQUI TY
Current liabilities
Accounts payable .. ... .. ... $ 15,412 $ 18,351
Accrued payroll and related taxes ..................... 13, 652 12,744
ACCrued EXPENSES . ..t 36, 804 39, 548
Current portion of deferred revenue ................... 2,869 2,993
Total current liabilities ................ 68, 737 73, 636
Long-termdebt ... ... . .. 5, 000 10, 000
Deferred revenUe . ... ... e 11, 974 12,771

Conmmi trents and contingencies (Note 7)
Shar ehol ders' equity:
Preferred stock, $.01 par val ue
10, 000, 000 shares authorized ...................... -- --
Common stock, $.01 par val ue
30, 000, 000 shares authorized
21, 013, 024 shares issued and

outstanding .. ... 210 210
Additional paid-in capital .......... ... .. .. .. ... .. ... 61, 992 61, 992
Retained €arniNgs ... ... 73,089 70, 457
Accurul at ed ot her conprehensive loss .................. (22, 876) (5, 495)

Total shareholders' equity ............... 112, 415 127, 164
$ 198, 126 $ 223,571
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The acconpanying notes to consolidated financial statenents are
an integral part of these bal ance sheets.
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WACKENHUT CORRECT! ONS CORPORATI ON
CONSOLI DATED STATEMENTS OF CASH FLOWS
FOR THE THI RTEEN WEEKS ENDED
APRIL 1, 2001 AND APRIL 2, 2000
(I'N THOUSANDS)

( UNAUDI TED)

TH RTEEN WEEKS ENDED

Cash flows fromoperating activities:
Net 1 NCOMB . $ 2,632 $ 4,789
Adj ustnments to reconcile net incone to net cash
used in operating activities--

Depreciation and anprtization eXpense ................c........ 2,457 2,082
Deferred tax provision (benefit) ......... .. ... .. ... .. ...... 210 (234)
Provision for bad debt expense ............. ... .. ... . . .. 977 382
Equity in earnings of affiliates ........... ... .. ... .. ...... (942) (1,130)

Changes in assets and liabilities --
(I'ncrease) decrease in assets:

Accounts receivable ... ... .. (922) (10, 085)

QL her CUrrent asSet s ... ... ...t (1,343) (818)

O Ner @SSl S .ot 298 (3,777)
Increase (decrease) in liabilities:

Accounts payabl e and accrued expenses ..................... ... (4,369) 3,436

Accrued payroll and related taxes .............. .. ... 1,173 1, 358

Deferred revenue ... ... ... (921) (593)
Net cash used in operating activities ......... .. .. .. .. . ... (750) (4, 590)

Cash flows frominvesting activities:

Investnents in affiliates ....... .. . . (115) (169)
Repaynents of investments in affiliates ............. .. ... .. ...... 1, 685 157
Capital expendi tures ......... ... i (2,960) (10, 304)
Net cash used in investing activities ........... ... .. i, (1,390) (10, 316)

Cash flows from financing activities:

Payments on debt . ... ... (5, 000) --
Proceeds fromissuance of debt ........... ... .. ... ... ... . . ... ... - - 6, 000
Advances from The Wackenhut Corporation .................c.uuuunn.. 4,138 1,011
Repaynents to The Wackenhut Corporation ...................c..c..... (4,138) (1,011)
Repurchase of comDn stock .......... ... .. .. . i -- (4, 245)
Net cash (used in) provided by financing activities ............... (5, 000) 1,755
Ef fect of exchange rate changes on cash ............ ... ... ... . . . ... ... .. (2, 584) (706)
Net decrease in cash . ... ... (9, 724) (13, 857)
Cash, beginning of period ......... . 33, 821 41, 029
Cash, end of period ..... ... .. $ 24,097 $ 27,172

Suppl emrent al di scl osures:
Cash paid for iNCOME LaXeS . ...t $ 118 $ 2,153

Cash paid for interest ......... ... $ 226 $ 28
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The acconpanying notes to consolidated financial statenents are
an integral part of these statenents.
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6

WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

( UNAUDI TED)
1. SI GNI FI CANT ACCOUNTI NG POLI CI ES

The accounting policies followed for quarterly financial reporting are the sane
as those disclosed in the Notes to Consolidated Financial Statenents included in
the Conpany's Form 10-K filed with the Securities and Exchange Conmi ssion on
March 26, 2001 for the fiscal year ended Decenber 31, 2000. Certain prior year
anmounts have been reclassified to conformwith current year financial statenent
presentation.

The Conpany adopted Statement of Financial Accounting Standards No. 133 (" SFAS
133"), "Accounting for Derivative Instruments and Hedgi ng Activities", as
amended by SFAS No. 137 and 138, on January 1, 2001. The Statenment establishes
accounting and reporting standards requiring that every derivative instrunent
(including certain derivative instrunents enbedded in other contracts) be
recorded in the bal ance sheet as either an asset or liability neasured at its
fair value. SFAS 133 requires that changes in the derivative's fair value be
recogni zed currently in earnings unless specific hedge accounting criteria are
net. The Conpany's 50% owned equity affiliate operating in the United Ki ngdom
has entered into interest rate swaps to fix the interest rate it receives on its
variable rate credit facility. Managenent of the Company has deternined the
swaps to be effective cash fl ow hedges. Accordingly, the Conpany recorded its
share of the affiliate' s change in other conprehensive inconme as a result of
appl yi ng SFAS 133. The adoption of SFAS 133 resulted in approximately a $14
mllion reduction in shareholders' equity in the Conpany's financial statenents
for the quarter ended April 1, 2001.

2. DOVESTI C AND | NTERNATI ONAL COPERATI ONS

A summary of domestic and international operations is presented below (dollars
i n thousands):

THI RTEEN WEEKS ENDED

APRIL 1, 2001 APRI L 2, 2000
REVENUES
Donestic operations ........... $110, 702 $102, 197
I nternational operations....... 24,301 28, 311
Total revenues ............... $135, 003 $130, 508
OPERATI NG | NCOVE
Donestic operations ........... $ 1,278 $ 1,651
International operations....... 1, 265 3,918
Total operating income....... $ 2,543 $ 5,569
AS OF
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LONG LI VED ASSETS APRIL 1, 2001 DECEMBER 31, 2000
Donmestic operations ............ $ 49,129 $ 48,274
International operations ....... 5,428 6, 346

Total long-lived assets...... $ 54,557 $ 54,620

Long-lived assets consist of property, plant and equi pnent.
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

( UNAUDI TED)
2. DOVESTI C AND | NTERNATI ONAL OPERATI ONS ( CONTI NUED)

The Conpany has affiliates (50% or | ess owned) that provide correctiona
detention facilities managenment, home nonitoring and court escort services in
the United Kingdom The follow ng table summarizes certain financial information
pertaining to these unconsolidated foreign affiliates, on a conbined basis
(dollars in thousands).

THI RTEEN WEEKS ENDED

APRIL 1, 2001 APRI L 2, 2000

STATEVMENT OF OPERATI ONS DATA

Revenues ................... $ 32,969 $ 37,124
Qperating income ........... 6, 361 7, 889
Net income ................. 1, 956 2, 260
BALANCE SHEET DATA

Current assets ............. $ 65, 226 $ 51, 251
Noncurrent assets .......... 276, 547 236, 840
Current liabilities ........ 30, 205 20,170
Noncurrent liabilities ..... 284, 693 247,014
St ockhol ders' equity ....... 26, 875 20, 907

In addition, during the later part of 2000, the Conpany began devel oping a
correctional facility and preparing for facility operation in South Africa
through 50% owned affiliates. The followi ng table summarizes certain financia

i nformation pertaining to these unconsolidated foreign affiliates, on a conbined
basis (dollars in thousands).

THI RTEEN WEEKS ENDED

STATEMENT OF OPERATI ONS DATA

REVENUES. .« . e ettt e e et e e e e e e e $ --
Qperating 10SS. ... .. (166)
Net 1 0SS. ... (72)

BALANCE SHEET DATA

CUrrent asSelS. ........viiimi $ 4,323
Noncurrent assets...........c.co... 21, 530
Current liabilities.......... ... ... ... ...... 28
Noncurrent liabilities...................... 19, 336
Stockhol ders' equity......... ... ... ... ... ... 6, 489

Page 7 of 17
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

( UNAUDI TED)
3. COWPREHENSI VE | NCOVE (LOSS)
St at ement of Financial Accounting Standards No. 130, "Reporting Conprehensive
I ncone, " establishes standards for reporting and display of conprehensive incone

and its conponents in financial statenents. The conponents of the Conpany's
conpr ehensive inconme (loss) are as follows (dollars in thousands):

THI RTEEN WEEKS ENDED

APRIL 1, 2001 APRIL 2, 2000
Net 1 NCOME ..o e e $ 2,632 $ 4,789
Foreign currency translation adjustments, net of incone tax
benefit of $2,295 and $1,077, respectively ........... (3, 443) (1, 609)
Unrealized loss on affiliate's derivative instruments ..... (13, 938) --
Conprehensive income (10SS) ... $(14,749) $ 3,180

4. EARNI NGS PER SHARE

The foll owing table shows the anmounts used in conputing earnings per share (EPS)
in accordance with Statement of Financial Accounting Standards No. 128 and the
effects on incone and the wei ghted average number of shares of potentia

di lutive common stock (in thousands except per share data).

THI RTEEN WEEKS ENDED

APRIL 1, 2001 APRIL 2, 2000
Net Incone ................... $ 2,632 $ 4,789
Basi ¢ earni ngs per share:
Wei ght ed average shares
outstanding ................ 21,013 21, 402
Per share amount ............. 5__6TI§ 5__6T££

Di | uted earni ngs per share:
Wei ght ed average shares
outstanding ................ 21,013 21, 402
Ef fect of dilutive securities:
Enpl oyee and director stock

options .................... 160 175
Wei ght ed average shares

assumng dilution .......... 21,173 21,577
Per share amount ............. $ 0.12 $ 0.22

12
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

( UNAUDI TED)
4. EARNINGS PER SHARE ( CONTI NUED)

Options to purchase 889,500 shares of the Conpany's commobn stock, with exercise
prices ranging from$9.30 to $26.88 per share and expiration dates between 2005
and 2011, were outstanding at April 1, 2001, but were not included in the
conputati on of diluted EPS because their effect would be anti-dilutive if
exercised. At April 2, 2000, outstanding options to purchase 766, 200 shares of
the Company's commobn stock, with exercise prices ranging from$11.88 to $26. 88
and expiration dates between 2005 and 2009, were al so excluded fromthe
conput ati on of diluted EPS because their effect would be anti-dilutive if

exerci sed.

5. LONG TERM DEBT

In Decenber 1997, the Conpany entered into a five-year, $30.0 million
multi-currency revolving credit facility with a syndicate of banks, the proceeds
of which may be used for working capital, acquisitions and general corporate
purposes. The credit facility also includes a letter of credit facility of up to
$5.0 mllion for the issuance of standby letters of credit. |ndebtedness under
this facility bears interest at the alternate base rate (defined as the higher
of prime rate or federal funds plus 0.5% or LIBOR plus 150 to 250 basis points,
dependi ng upon fixed charge coverage ratios. At April 1, 2001, the interest rate
for this facility was 6.7% The facility requires the Conpany to, anmong ot her
things, maintain a maxi mum | everage ratio; mninmumfixed charge coverage ratio;
and a mnimumtangi ble net worth. The facility also lints certain paynents and
distributions. At April 1, 2001, $5.0 million was outstanding under this
facility. In addition, at April 1, 2001, the Conpany had six standby |letters of
credit in an aggregate ampunt of approximately $2.8 mllion. Availability
related to these instruments at April 1, 2001 was $25.0 mllion. At April 1,
2001, the Conpany al so had twelve letters of guarantee totaling approxinmately
$12.8 mllion under separate international facilities.

6. COMMON SHARES REPURCHASED AND RETI RED

On February 18, 2000, the Conpany's Board of Directors authorized the repurchase
of up to 500,000 shares of its compn stock, in addition to the 1,000,000 shares
previously authorized for repurchase. As of April 1, 2001, the Conpany had
repurchased and retired a total of 1,378,000 of the 1,500,000 common shares

aut hori zed for repurchase at an average price per share of $15.77.

7. COWM TMENTS AND CONTI NGENCI ES

In Decenber 1999, a Travis County, Texas grand jury indicted twelve of the
Conpany's former facility enployees for various types of sexual m sconduct.
Managenent believes these indictnments are not expected to have any materia
financial inpact on the Company. El even of the twelve indicted former enployees
al ready resigned fromor had been term nated by the Conpany as a result of
Conpany-initiated investigations over the course of the prior three years. The
Conpany is not providing counsel to assist in the defense of these twelve

i ndividuals. The District Attorney in Travis County continues to review Conpany
docunents at the Travis County Facility. At this tine the Conpany cannot predict
the outcone of this investigation

Page 9 of 17
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WACKENHUT CORRECTI ONS CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

( UNAUDI TED)
7. COVM TMENTS AND CONTI NGENCI ES ( CONTI NUED)

During the third quarter of 2000, the Conpany recorded an operating charge of
$3.8 million ($2.3 mllion after tax) for the 276-bed Jena Juvenile Justice
Center in Jena, Louisiana. The charge represented the expected | osses to be
incurred on the |l ease with Correctional Properties Trust ("CPV'), including

| ease costs and property taxes. Managenent estinates that the facility wll
remai n i nactive through the end of 2001.

The Conpany is continuing its efforts to sublease or find an alternative
correctional use for the facility. |If the Conpany is unable to subl ease or
find an alternative correctional use for the facility by the end of 2001, there
woul d be an adverse inpact on the Conmpany's financial position, future results
of operations and future cash fl ows.

Page 10 of 17

15



WACKENHUT CORRECTIONS CORP - 10-Q Filing Date: 04/01/01

11

WACKENHUT CORRECTI ONS CORPORATI ON

| TEM 2. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

FI NANCI AL CONDI TI ON

Reference is nade to Part 11, Item7 of the Conmpany's Annual Report on Form 10-K
for the fiscal year ended December 31, 2000, filed with the Securities and
Exchange Comm ssion on March 26, 2001, for further discussion and anal ysis of
information pertaining to the Conpany's results of operations, liquidity and

capi tal resources.

FORWARD- LOOKI NG STATEMENTS: The managenent's di scussion and anal ysi s of
financial condition and results of operations and the May 3, 2001 press rel ease
announci ng earni ngs contain forward-I|ooking statenents that are based on current
expectations, estimates and projections about the industry in which the Conpany
operates. This section of the quarterly report also includes beliefs and
assunpti ons nade by nmanagement. Words such as "expects", "anticipates”,
"intends", "plans", "believes", "seeks", "estimates", and variations of such
words and similar expressions are intended to identify such forward-1 ooking
statenments. These statements are not guarantees of future perfornmance and

i nvol ve certain risks, uncertainties and assunptions ("Future Factors") which
are difficult to predict. Therefore, actual outconmes and results may differ
materially fromwhat is expressed or forecasted in such forward-Iooking
statenents. The Conpany undertakes no obligation to update publicly any

f orward- 1 ooki ng statenents, whether as a result of new information, future
events or otherw se.

Future Factors include, but are not limted to, (1) the Conpany's ability to
timely open facilities as planned, profitably manage such facilities and
successfully integrate such facilities into the Conpany w thout substantia
costs; (2) the instability of foreign exchange rates, exposing the Conpany to
currency risks in Australia, New Zeal and, South Africa and the United Ki ngdom
(3) an increase in unreinbursed | abor rates; (4) the Conpany's ability to expand
correctional services and diversify its services in the nental health services
market; (5) the Conpany's ability to win managenent contracts for which it has
submitted proposals and to retain existing nanagenent contracts; (6) the
Conpany's ability to raise capital given the short-termnature of the custoners
conmitment to the use of the Conpany's facilities; (7) the Conpany's ability to
expand its core capabilities pursuant to its organizational restructuring
program i npl enented in 2000; (8) the Conpany's ability to | ease or sell the Jena
Loui siana Facility; (9) the Conpany's ability to timely term nate services with
the Arkansas Departnent of Correction w thout substantial costs; (10) the
Conpany's ability to project the size and growmh of the U S. privatized
corrections industry; (11) the Conpany's ability to estimte the government's

| evel of dependency on privatization; (12) the Conpany's ability to create
long-termearnings visibility; (13) the Conpany's ability to obtain future
lowinterest financing; and (14) other future factors including, but not limted
to, increasing price and product/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 tinely, cost effective basis; the mx of products/services; the
achi evenent of |ower costs and expenses; donestic and foreign governnental and
public policy changes including environnental regulations; protection and
validity of patent and other intellectual property rights; reliance on |arge
customers; technol ogical, inplenmentation and cost/financial risks in increasing
use of large, multi-year contracts; the outcome of pending and future litigation
and governnmental proceedi ngs and continued availability of financing; financia
instruments and financial resources in the anpbunts, at the times and on the
terns required to support the Conpany's future business and other factors
contained in the Conpany's Securities and Exchange Commi ssion filings, including
the prospectus dated January 23, 1996, and its current Form 10-K, 10-Q and 8-K

16
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WACKENHUT CORRECTI ONS CORPORATI ON
LI QUI DI TY AND CAPI TAL RESOURCES

The Conpany's principal sources of liquidity are from operations, borrow ngs
under its credit facilities, and sale of its right to acquire prison facilities.
Cash and cash equivalents as of April 1, 2001 were $24.1 nmillion, a decrease of
$9.7 million from December 31, 2000.

Cash used in operating activities anbunted to $0.8 mllion in the thirteen weeks
ended April 1, 2001 ("First Quarter 2001") versus cash used in operating
activities of $4.6 mllion in the thirteen weeks ended April 2, 2000 ("First
Quarter 2000") primarily reflecting | ower bal ances in accounts receivable and
accounts payabl e and accrued expenses.

Cash used in investing activities decreased by $8.9 mllion in the First Quarter
2001 as conpared to First Quarter 2000. The decrease was primarily the result of
| ower capital expenditures. The First Quarter 2000 included expenditures for the
construction of the San Diego facility.

Cash used in financing activities was $5.0 million in the First Quarter 2001 as
conpared to cash provided by financing activities of $1.8 mllion in First
Quarter 2000. The change was primarily due to the paynment of $5.0 million of

| ong-term debt .

Working capital decreased from $56.0 mllion at Decenber 31, 2000 to $50.7
mllion at April 1, 2001 primarily due to the decrease in cash and cash
equi val ents and accounts receivabl e of fset by a decrease in accounts payabl e.

As of April 1, 2001, the Conpany has operating |eases utilizing approxi mately
$154.3 mllion of the Conmpany's $220 mllion operating lease facility. The
Conmpany has $5.0 million outstanding of its $30 million multi-currency revolving
credit facility. This facility may al so fund new project devel opnent.

The Conpany's access to capital and ability to conpete for future capita

i ntensive projects is dependent upon, anong other things, its ability to neet
certain financial covenants included in the $220 mllion operating | ease
facility and the Conpany's $30 mllion revolving credit facility. A substantia
decline in the Conpany's financial perfornance as a result of an increase in
operational expenses relative to revenue coul d negatively inpact the Conpany's
ability to nmeet these covenants, and could therefore, limt the Conmpany's access
to capital

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.

COVPARI SON OF THI RTEEN WEEKS ENDED APRIL 1, 2001 AND THI RTEEN WEEKS
ENDED APRIL 2, 2000

Revenues increased by 3.4%to $135.0 mllion in the thirteen weeks ended Apri

1, 2001 from $130.5 mllion in the thirteen weeks ended April 2, 2000.
Approximately $12.8 million of the increase in revenues in First Quarter 2001
conpared to First Quarter 2000 is attributable to increased conpensated resident
days resulting fromthe opening of two facilities in 2000 (Auckland Centra

Page 12 of 17
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WACKENHUT CORRECTI ONS CORPORATI ON

Remand Prison, Auckland, New Zealand in July 2000 and the Western Regi on
Detention Facility at San Diego, San Diego, California in July, 2000) and the
opening of two facilities in 2001 (Val Verde Correctional Facility, Del R o
Texas in January 2001 and the Rivers Correctional Institution, Wnton, North
Carolina in March 2001). Revenues decreased by approximately $7.1 mllion in the
First Quarter 2001 conpared to First Quarter 2000 due to the substantia

conpl etion of construction of South Florida State Hospital. Revenues al so
decreased by approximately $1.7 mllion in First Quarter 2001 as conpared to the
same period in 2000 due to the cessation of operations at the Jena Juvenile
Justice Center. The bal ance of the increase in revenues was attributable to
facilities open during all of both periods and increases in per diemrates.

The nunber of conpensated resident days in donmestic facilities increased to
2,295,225 in First Quarter 2001 from 2,165,872 in First Quarter 2000. The
average facility occupancy in donmestic facilities was 96. 9% of capacity in First
Quarter 2001 conpared to 97.3%in First Quarter 2000. Conpensated resident days
in Australian facilities decreased to 449,999 from 486, 346 for the conparable
periods primarily due to | ower conpensated resident days at the inmgration
detention facilities.

Operating expenses increased by 6.3%to $124.1 million in First Quarter 2001
conpared to $116.7 mllion in First Quarter 2000. As a percentage of revenue,
operating expenses increased to 91.9%in First Quarter 2001 from89.4%in the
conpar abl e period in 2000. This increase primarily reflects $3.5 mllion in
start-up costs related to the opening of the Val Verde, Texas and Wnton, North
Carolina facilities as well as a full quarter's operating expenses for the two
facilities opened in 2000. Additionally, there are secondary factors
contributing to the increase including expenses related to construction
activities and increases in general and conprehensive liability insurance

prem uns.

The Conpany continues to incur increasing insurance costs due to adverse clains
experi ence. The Conpany is inplenmenting a strategy to i nprove the managenent of
future loss clains incurred by the Conpany but can provide no assurances that
this strategy will be successful. Unanticipated additional insurance costs could
adversely inpact the Conpany's Fiscal 2001 results of operations.

Depreci ati on and anortization increased to $2.5 million in First Quarter 2001
from$2.1 million in First Quarter 2000. As a percentage of revenue,

depreci ation and anortization slightly increased to 1.8%in First Quarter 2001
from1l.6%in the First Quarter 2000. This increase is primarily attributable to
| easehol d i nprovements at the New Mexico, Cklahoma and San Diego facilities and
addi ti onal operational assets.

Contribution from operations decreased 27.7%to $8.5 mllion in First Quarter
2001 from$11.7 mllion in First Quarter 2000. As a percentage of revenue,
contribution fromoperations decreased to 6.3%in First Quarter 2001 from 9. 0%
in First Quarter 2000. This decrease is primarily due to start-up costs and the
ot her factors inpacting the increase in operating expenses and depreciation and
anortizati on expense as discussed above.

General and administrative expenses decreased 3.6%to $5.9 mllion in First
Quarter 2001 from$6.2 mllion in First Quarter 2000. As a percentage of

revenue, general and administrative expenses decreased to 4.4%in First Quarter
2001 from4.7%in First Quarter 2000. The decrease reflects a reduction in costs
related to the Company's services agreenent with The Wackenhut Corporation

as well as |lower consulting and professional fees.

Operating incone decreased by 54.3%to $2.5 nmillion in First Quarter 2001 from
$5.6 mllion in First Quarter 2000. As a percentage of revenue, operating income

19



WACKENHUT CORRECTIONS CORP - 10-Q Filing Date: 04/01/01

Page 13 of 17
14

WACKENHUT CORRECTI ONS CORPORATI ON

decreased to 1.9%in First Quarter 2001 from4.3%in First Quarter 2000 due to
start-up costs and the factors inpacting contribution from operations and
general and administrative expenses.

Interest incone was $0.6 million during First Quarter 2001 conpared to $0.7
mllion in First Quarter 2000 resulting froma decrease in invested cash and a
reduction in interest earnings from subordinated debt.

Interest expense was $0.4 mllion during First Quarter 2001 compared to $0.2
mllion in First Quarter 2000 resulting fromincreased interest expense on the
revolving credit facility.

arnings of affiliates decreased to

I ncome before income taxes and equity in ear
rom$6.1 mllion in First Quarter 2000 due

$2.8 million in First Quarter 2001 f
to the factors descri bed above.

Provision for inconme taxes decreased to $1.1 nmillion in First Quarter 2001 from
$2.4 mllion in First Quarter 2000 due to | ower taxable incone.

Equity in earnings of affiliates, net of incone tax provision, decreased to $0.9
mllion in First Quarter 2001 from$1.1 nmillion in First Quarter 2000 due
primarily to the devaluation of the British pound relative to the U S. dollar

Net incone decreased to $2.6 million in First Quarter 2001 from$4.8 nmillion in
First Quarter 2000 as a result of the factors described above.

Page 14 of 17
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| 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 31, 2000, for discussion pertaining to
the Conpany's exposure to certain nmarket risks. There have been no materia
changes in the disclosure for the thirteen weeks ended April 1, 2001.

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

In Decenber 1999, a Travis County, Texas grand jury indicted twelve of the
Conpany's former facility enployees for various types of sexual m sconduct.
Management believes these indictments are not expected to have any materia
financial inpact on the Conpany. Eleven of the twelve indicted forner enpl oyees
al ready resigned fromor had been term nated by the Conpany as a result of
Conpany-initiated investigations over the course of the prior three years. The
Conpany is not providing counsel to assist in the defense of these twelve

i ndividuals. The District Attorney in Travis County continues to revi ew Conpany
docunents at the Travis County Facility. At this tine the Company cannot predict
the outcome of this investigation

The nature of the Company's business results in clains or litigation against the
Conpany for damages arising fromthe conduct of its enployees or others. Except
for litigation set forth above and routine litigation incidental to the business
of the Conpany, there are no pending material |egal proceedings to which the
Conpany or any of its subsidiaries is a party or to which any of their property
is subject. The Conpany believes that if the outconme of the proceedings to which
it is currently a party is unfavorable, the Conpany could have a nateria

adverse effect upon its operations or financial condition

| TEM 2. CHANGES | N SECURI TI ES

Not appl i cabl e.

| TEM 3. DEFAULTS UPON SENI OR SECURI Tl 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 | NFORMATI ON

Not appl i cabl e.

Page 15 of 17
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| TEM 6. EXH BI TS AND REPORTS ON FORM 8- K
(a) Exhi bits - None.

(b) Reports on Form 8-K - The Conpany did not file a current report on Form
8-K during the thirteen weeks ended April 1, 2001.

Page 16 of 17
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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.

MAY 9, 2001

WACKENHUT CORRECTI ONS CORPORATI ON

/'s/ JOAN G O ROURKE

John G O Rourke

Seni or Vice President - Finance, Chief
Fi nancial O ficer and Treasurer
(Principal Financial Oficer)
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