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Section 2 — Financial Information
Item 2.02 Results of Operations and Financial Condition.

On November 2, 2009, The GEO Group, Inc. (“GEQ”) issued a press release (the “Press Release”) announcing its financial results for the fiscal quarter ended
September 27, 2009, a copy of which is incorporated herein by reference and attached hereto as Exhibit 99.1. GEO also held a conference call on
November 2, 2009 to discuss its financial results for the quarter, a transcript of which is incorporated herein by reference and attached hereto as Exhibit 99.2.

In the Press Release, GEO provided certain pro forma financial information for the fiscal quarter ended September 27, 2009 that was not calculated in
accordance with Generally Accepted Accounting Principles (the “Non-GAAP Information”). Generally, for purposes of Regulation G under the Securities
Exchange Act of 1934, Non-GAAP Information is any numerical measure of a company’s performance, financial position, or cash flows that either excludes
or includes amounts that are not normally excluded or included in the most directly comparable measure calculated and presented in accordance with GAAP.
The Press Release presents the financial measure calculated and presented in accordance with GAAP which is most directly comparable to the Non-GAAP
Information with a prominence equal to or greater than its presentation of the Non-GAAP Information. The Press Release also contains a reconciliation of the
Non-GAAP Information to the financial measure calculated and presented in accordance with GAAP which is most directly comparable to the Non-GAAP
Information.

The Press Release includes three non-GAAP measures, Pro Forma Income from Continuing Operations, Adjusted EBITDA and Adjusted Free Cash Flow,
that are presented as supplemental disclosures. Pro Forma Income from Continuing Operations is defined as income from continuing operations excluding
start-up/ transition expenses, net of taxes and international bid and proposal expenses, net of taxes. Adjusted EBITDA is defined as net income before net
interest expense, income tax and depreciation and amortization, excluding discontinued operations, start-up/ transition expenses and international bid and
proposal expenses. In calculating these adjusted financial measures, GEO excludes certain expenses which it believes are unusual or non-recurring in nature
in order to facilitate an understanding of GEO’s operating performance. GEO’s management uses these adjusted financial measures in conjunction with
GAAP financial measures to monitor and evaluate its operating performance and to facilitate internal and external comparisons of the historical operating
performance of GEO and its business units. Adjusted Free Cash Flow is defined as income from continuing operations excluding depreciation and
amortization, income taxes, start-up/ transition expenses, international bid and proposal expenses and the other items referenced in Table 4 of the Press
Release. GEO’s management believes that the Adjusted Free Cash Flow measure provides useful information to GEO’s management and investors regarding
cash that GEO’s operating business generates before taking into account certain cash and non-cash items that are non-operational or infrequent in nature.

GEO’s management believes that these adjusted financial measures are useful to investors to provide them with disclosures of GEO’s operating results on the
same basis as that used by GEO’s management. Additionally, GEO’s management believes that these adjusted financial measures provide useful information
to investors about the performance of GEO’s overall business because such financial measures eliminate the effects of unusual or non-recurring charges that
are not directly attributable to GEO’s underlying operating performance. GEO’s management believes that because it has historically provided similar non-
GAAP Financial Information in its earnings releases, continuing to do so provides consistency in its financial reporting and continuity to investors for
comparability purposes.

The Non-GAAP Financial Information should be considered in addition to results that are prepared under current accounting standards but should not be
considered a substitute for, or superior to, financial information prepared in accordance with GAAP. The Non-GAAP Financial Information may differ from
similarly titled measures presented by other companies. The Non-GAAP Financial Information, as well as other information in the Press Release, should be
read in conjunction with GEO’s financial statements filed with the Securities and Exchange Commission. The information in this Form 8-K is being furnished
and shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that
Section. The information in this Form 8-K shall not be incorporated by reference into any registration statement or other document pursuant to the Securities
Act of 1933, as amended.

Safe-Harbor Statement

This Form 8-K contains forward-looking statements regarding future events and future performance of GEO that involve risks and uncertainties that could
materially affect actual results, including statements regarding estimated earnings, revenues and costs and our ability to maintain growth and strengthen
contract relationships. Factors that




could cause actual results to vary from current expectations and forward-looking statements contained in this press release include, but are not limited to those
factors contained in GEO’s Securities and Exchange Commission filings, including the forms 10-K, 10-Q and 8-K reports.

Section 9 — Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits.

c) Exhibits
99.1 Press Release, dated November 2, 2009, announcing GEO’s financial results for the fiscal quarter ended September 27, 2009

99.2 Transcript of Conference Call discussing GEO’s financial results for the fiscal quarter ended September 27, 2009
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
THE GEO GROUP, INC.

Date: November 6, 2009

/s/ Brian R. Evans

Brian R. Evans

Senior Vice President & Chief Financial Officer
(principal financial officer)




Exhibit 99.1

@ NEWS RELEASE

The GEO Group, Inc.
GLOBAL EXPERTISE IN OUTSOURCING
One Park Place, Suite 700 n 621 Northwest 53rd Street n Boca Raton, Florida 33487 n www.geogroup.com
CR-09-33

THE GEO GROUP REPORTS THIRD QUARTER 2009 RESULTS
* 3Q GAAP Earnings Increased 24% to $19.3 Million — $0.37 EPS
¢ 3Q Pro-Forma Earnings Increased 15% to $19.9 Million — $0.38 EPS
* Confirms 4Q Pro Forma EPS Guidance — $0.38 to $0.39 and Increases full-year pro forma EPS Guidance — $1.40 to $1.41

Boca Raton, Fla. — November 2, 2009 — The GEO Group (NYSE: GEO) (“GEO”) today reported third quarter 2009 financial results. GEO reported third
quarter 2009 GAAP income from continuing operations of $19.3 million, or $0.37 per diluted share, compared to $15.5 million, or $0.30 per diluted share, in
the third quarter of 2008. Third quarter 2009 pro forma income from continuing operations increased to $19.9 million, or $0.38 per diluted share, from pro
forma income from continuing operations of $17.3 million, or $0.33 per diluted share, in the third quarter of 2008.

For the first nine months of 2009, GEO reported GAAP income from continuing operations of $50.8 million, or $0.98 per diluted share, compared to

$41.2 million, or $0.80 per diluted share, for the first nine months of 2008. Pro forma income from continuing operations for the first nine months of 2009
increased to $52.8 million, or $1.02 per diluted share, from pro forma income from continuing operations of $45.7 million, or $0.88 per diluted share, for the
first nine months of 2008.

George C. Zoley, Chairman and Chief Executive Officer of GEQ, said: “Our strong third quarter earnings results and confirmed outlook for the fourth quarter
continue to be driven by sound operational and financial results through our diversified business units. Our already strong balance sheet has been further
strengthened by our recent refinancing transactions, and we are now well positioned to take advantage of the robust demand for correctional, detention, and
residential treatment beds in our core market segments.”

Pro forma income from continuing operations excludes start-up/transition expenses, international bid and proposal costs, and other items as set forth in the
table below, which presents a reconciliation of pro forma income from continuing operations to GAAP income from continuing operations for the third
quarter and first nine months of 2009. Please see the section of this press release below entitled “Important Information on GEO’s Non-GAAP Financial
Measures” for information on how GEO defines pro forma income from continuing operations.

—More—

Contact: Pablo E. Paez (866) 301 4436
Director, Corporate Relations




NEWS RELEASE

Table 1. Reconciliation of Pro Forma Income from Continuing Operations to GAAP Income from Continuing Operations

13 Weeks Ended
(In thousands except per share data) 27-Sep-09
Income from continuing operations $ 19,258
Start-up/transition expenses, net of tax 634
International bid and proposal expenses, net of tax —
Pro forma income from continuing operations $ 19,892
Diluted earnings per share
Income from Continuing Operations $ 0.37
Start-up/transition expenses, net of tax 0.01
International bid and proposal expenses, net of tax —
Diluted pro forma earnings per share $ 0.38
Weighted average common shares outstanding-diluted 51,950

Business Segment Results

The following table presents a summary of GEO’s segment financial results for the third quarter and first nine months of 2009.

Table 2. Business Segment Results

13 Weeks Ended
27-Sep-09
Revenues
U.S. Corrections $ 192,606
International Services 36,668
GEO Care 27,722
Construction 37,869
$ 294,865
Operating Expenses
U.S. Corrections $ 137,397
International Services 34,477
GEO Care 24,635
Construction 37,899
$ 234,408
Depreciation & Amortization Expense
U.S. Corrections $ 8,899
International Services 376
GEO Care 341
Construction —
$ 9,616
—More—

Contact: Pablo E. Paez
Director, Corporate Relations

13 Weeks Ended 39 Weeks Ended 39 Weeks Ended
28-Sep-08 27-Sep-09 28-Sep-08

$ 15,497 $ 50,820 $ 41,237

1,769 1,708 4,224

51 306 246

$ 17,317 $ 52,834 $ 45,707

$ 0.30 $ 0.98 $ 0.80

0.03 0.03 0.08

— 0.01 —

$ 0.33 $ 1.02 $ 0.88

51,803 51,847 51,820

13 Weeks Ended 39 Weeks Ended 39 Weeks Ended
28-Sep-08 27-Sep-09 28-Sep-08

$ 177,930 $ 576,640 $ 520,029

33,896 92,217 102,927

28,794 84,185 89,063

13,485 77,263 74,534

$ 254,105 $ 830,305 $ 786,553

$ 129,645 $ 418,861 $ 381,863

31,058 85,539 93,809

25,180 74,104 78,380

13,369 77,088 74,222

$ 199,252 $ 655,592 $ 628,274

$ 8,542 $ 26,955 $ 24,918

415 1,039 1,201

372 1,068 1,404

$ 9,329 $ 29,062 $ 27,523

(866) 301 4436




Table 2. Business Segment Results (Continued)

Compensated Mandays
U.S. Corrections
International Services
GEO Care

Revenue Producing Beds
U.S. Corrections
International Services
GEO Care

Average Occupancy
U.S. Corrections
International Services
GEO Care

Adjusted EBITDA

13 Weeks Ended
27-Sep-09

3,584,062
548,821
133,094

4,265,977

42,088
6,031
1,516

49,635

93.6%
100.0%
96.5%
94.5%

13 Weeks Ended
28-Sep-08

3,325,492
525,161
133,048

3,983,701

39,599
5,771
1,528

46,898

96.0%
100.0%
100.0%

96.6%

NEWS RELEASE

39 Weeks Ended 39 Weeks Ended
27-Sep-09 28-Sep-08
10,708,144 9,794,737

1,599,143 1,575,482
400,032 408,869
12,707,319 11,779,088
42,088 39,599
6,031 5,771
1,516 1,528
49,635 46,898
94.0% 95.9%
100.0% 100.0%
96.7% 100.0%
94.8% 96.6%

Third quarter 2009 Adjusted EBITDA increased to $46.7 million from $41.3 million in the third quarter of 2008. For the first nine months of 2009, Adjusted
EBITDA increased to $130.7 million from $114.8 million for the first nine months of 2008. Please see the section of this press release below entitled

“Important Information on GEO’s Non-GAAP Financial Measures” for information on how GEO defines Adjusted EBITDA. The following table presents a
reconciliation from Adjusted EBITDA to GAAP Net income for the third quarter and first nine months of 2009.

Table 3. Reconciliation from Adjusted EBITDA to GAAP Net Income

(In thousands)

Net income
Interest expense, net
Income tax provision
Depreciation and amortization

EBITDA

Adjustments, pre-tax
Discontinued operations, (income) loss
Start-up/transition expenses
International bid and proposal expenses

Adjusted EBITDA

Contact: Pablo E. Paez
Director, Corporate Relations

13 Weeks Ended 13 Weeks Ended
27-Sep-09 28-Sep-08

$ 19,258 $ 15,859

5,309 5,431

11,493 8,430

9,616 9,329

$ 45,676 $ 39,049
— (710)

1,034 2,844

— 82

$ 46,710 $ 41,265

—More—

39 Weeks Ended 39 Weeks Ended
27-Sep-09 28-Sep-08

$ 50,474 $ 42,465

16,978 16,087

30,324 23,616

29,062 27,523

$ 126,838 $ 109,691
562 (2,103)

2,785 6,829

499 394

$ 130,684 $ 114,811

(866) 301 4436




Adjusted Free Cash Flow

NEWS RELEASE

Adjusted Free Cash Flow for the third quarter of 2009 increased to $32.1 million from $25.3 million for the third quarter of 2008. For the first nine months of
2009, Adjusted Free Cash Flow increased to $87.3 million from $67.2 million for the first nine months of 2008. Please see the section of this press release
below entitled “Important Information on GEO’s Non-GAAP Financial Measures” for information on how GEO defines Adjusted Free Cash Flow. The
following table presents a reconciliation from Adjusted Free Cash Flow to GAAP income from continuing operations for the third quarter and first nine

months of 2009.

Table 4. Reconciliation of Adjusted Free Cash Flow to GAAP Income from Continuing Operations

13 Weeks Ended 13 Weeks Ended 39 Weeks Ended 39 Weeks Ended
(In thousands) 27-Sep-09 28-Sep-08 27-Sep-09 28-Sep-08
Income from Continuing Operations $ 19,258 $ 15,497 $ 50,820 $ 41,237
Depreciation and Amortization 9,616 9,329 29,062 27,523
Income Tax Provision 11,493 8,430 30,324 23,616
Income Taxes Paid (7,551) (7,850) (23,963) (26,056)
Stock Based Compensation 976 1,103 3,357 2,906
Maintenance Capital Expenditures (3,000) (4,051) (6,679) (9,272)
Equity in Earnings of Affiliates, Net of Income Tax (904) (778) (2,407) (2,009)
Amortization of Debt Costs and Other Non-Cash Interest 1,167 720 3,471 2,055
Start-up/transition expenses 1,034 2,844 2,785 6,829
International bid and proposal expenses — 82 499 394
Adjusted Free Cash Flow $ 32,089 $ 25,326 $ 87,269 $ 67,223

Financial Guidance

GEO confirmed its financial guidance for the fourth quarter 2009. For the fourth quarter 2009, GEO expects total revenues to be in the range of $313 million
to $318 million, including approximately $25 million in construction revenues, and earnings to be in a range of $0.38 to $0.39 per diluted share, excluding
$0.08 per diluted share in a one-time, after-tax charge related to the early extinguishment of debt associated with the redemption of GEO’s $150 million,
8!/4% senior unsecured notes due 2013 as well as $0.03 per diluted share in after-tax start-up/transition expenses.

For the full-year 2009, GEO expects total revenues to be in the range of $1.143 billion to $1.148 billion, including approximately $102 million in construction
revenues, and GEO increased its earnings guidance to a pro forma range of $1.40 to $1.41 per diluted share, excluding $0.08 per diluted share in a one-time,
after-tax charge related to the early extinguishment of debt associated with the redemption of GEO’s $150 million, 8'/4% senior unsecured notes due 2013 as
well as $0.07 per diluted share in after-tax start-up/transition expenses and international bid and proposal costs.

GEQ’s guidance is based on a number of assumptions related to GEO’s business including the continued operation of GEO’s current contracts at projected
occupancy levels and the activation of GEO’s announced projects under development as scheduled.

—More—

Contact: Pablo E. Paez
Director, Corporate Relations

(866) 301 4436
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Conference Call Information

GEOQ has scheduled a conference call and simultaneous webcast at 11:00 AM (Eastern Time) today to discuss GEO’s third quarter 2009 financial results as
well as its progress and outlook. The call-in number for the U.S. is 1-866-804-6925 and the international call-in number is 1-857-350-1671. The participant
pass-code for the conference call is 50426075. In addition, a live audio webcast of the conference call may be accessed on the Conference Calls/Webcasts
section of GEQ’s investor relations home page at www.geogroup.com. A replay of the audio webcast will be available on the website for one year. A
telephonic replay of the conference call will be available until December 2, 2009 at 1-888-286-8010 (U.S.) and 1-617-801-6888 (International). The pass-
code for the telephonic replay is 52882628. GEO will discuss Non-GAAP (“Pro Forma”) basis information on the conference call. A reconciliation from
Non-GAAP (“Pro Forma”) basis information to GAAP basis results may be found on the Conference Calls/Webcasts section of GEO’s investor relations
home page at www.geogroup.com.

About The GEO Group, Inc.

The GEO Group, Inc. (“GEO”) is a world leader in the delivery of correctional, detention, and residential treatment services to federal, state, and local
government agencies around the globe. GEO offers a turnkey approach that includes design, construction, financing, and operations. GEO represents
government clients in the United States, Australia, South Africa, and the United Kingdom. GEO’s worldwide operations include the management and/or
ownership of 62 correctional and residential treatment facilities with a total design capacity of approximately 60,000 beds, including projects under
development.

Important Information on GEO’s Non-GAAP Financial Measures

Pro forma income from continuing operations, Adjusted EBITDA, and Adjusted Free Cash Flow are non-GAAP financial measures. Pro forma income from
continuing operations is defined as income from continuing operations excluding start-up/transition expenses, international bid and proposal expenses, and
other items as set forth in Table 1 above. Adjusted EBITDA is defined as EBITDA excluding start-up/transition expenses, international bid and proposal
expenses, and other items as set forth in Table 3 above. Adjusted Free Cash Flow is defined as income from continuing operations after giving effect to the
items set forth in Table 4 above. A reconciliation of these non-GA AP measures to the most directly comparable GAAP measurements of these items is
included above in Tables 1, 3, and 4, respectively. GEO believes that these financial measures are important operating measures that supplement discussion
and analysis of GEO’s financial results derived in accordance with GAAP. These non-GAAP financial measures should be read in conjunction with GEO’s
consolidated financial statements and related notes included in GEO’s filings with the Securities and Exchange Commission.

—More—

Contact: Pablo E. Paez (866) 301 4436
Director, Corporate Relations
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Safe-Harbor Statement

This press release contains forward-looking statements regarding future events and future performance of GEO that involve risks and uncertainties that could
materially affect actual results, including statements regarding estimated earnings, revenues and costs and our ability to maintain growth and strengthen
contract relationships. Factors that could cause actual results to vary from current expectations and forward-looking statements contained in this press
release include, but are not limited to: (1) GEO’s ability to meet its financial guidance for 2009 given the various risks to which its business is exposed;

(2) GEO’s ability to successfully pursue further growth and continue to enhance shareholder value; (3) GEO's ability to access the capital markets in the
future on satisfactory terms or at all; (4) risks associated with GEO’s ability to control operating costs associated with contract start-ups; (5) GEO’s ability to
timely open facilities as planned, profitably manage such facilities and successfully integrate such facilities into GEO’s operations without substantial costs;
(6) GEO’s ability to win management contracts for which it has submitted proposals and to retain existing management contracts; (7) GEO’s ability to obtain
future financing on acceptable terms; (8) GEO’s ability to sustain company-wide occupancy rates at its facilities; and (9) other factors contained in GEO’s
Securities and Exchange Commission filings, including the forms 10-K, 10-Q and 8-K reports.

Third quarter and first nine months 2009 financial tables to follow:

Contact: Pablo E. Paez (866) 301 4436
Director, Corporate Relations
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THE GEO GROUP, INC.
CONSOLIDATED STATEMENTS OF INCOME
FOR THE THIRTEEN AND THIRTY-NINE WEEKS ENDED
SEPTEMBER 27, 2009 AND SEPTEMBER 28, 2008
(In thousands, except per share data)

(UNAUDITED)
Thirteen Weeks Ended Thirty-nine Weeks Ended
September 27, 2009 September 28, 2008 September 27, 2009 September 28, 2008
Revenues $ 294,865 $ 254,105 $ 830,305 $ 786,553
Operating expenses 234,408 199,252 655,592 628,274
Depreciation and amortization 9,616 9,329 29,062 27,523
General and administrative expenses 15,685 16,944 49,936 51,825
Operating income 35,156 28,580 95,715 78,931
Interest income 1,224 1,878 3,520 5,580
Interest expense (6,533) (7,309) (20,498) (21,667)
Income before income taxes, equity in earnings of affiliate
and discontinued operations 29,847 23,149 78,737 62,844
Provision for income taxes 11,493 8,430 30,324 23,616
Equity in earnings of affiliate, net of income tax provision of
$352, $276, $936 and $819 904 778 2,407 2,009
Income from continuing operations 19,258 15,497 50,820 41,237
Income (loss) from discontinued operations, net of tax
provision (benefit) of $0, $348, $(216) and $875 — 362 (346) 1,228
Net income $ 19,258 $ 15,859 $ 50,474 $ 42,465
Weighted-average common shares outstanding:
Basic 50,900 50,626 50,800 50,495
Diluted 51,950 51,803 51,847 51,820
Income per common share:
Basic:
Income from continuing operations $ 0.38 $ 0.31 $ 1.00 $ 0.82
Income from discontinued operations — — (0.01) 0.02
Net income per share-basic $ 0.38 $ 0.31 $ 0.99 $ 0.84
Diluted:
Income from continuing operations $ 0.37 $ 0.30 $ 0.98 $ 0.80
Income (loss) from discontinued operations — 0.01 (0.01) 0.02
Net income per share-diluted $ 0.37 $ 0.31 $ 0.97 $ 0.82
—More—
Contact: Pablo E. Paez (866) 301 4436

Director, Corporate Relations
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THE GEO GROUP, INC.
CONSOLIDATED BALANCE SHEETS
SEPTEMBER 27, 2009 AND DECEMBER 28, 2008
(In thousands, except share data)

September 27, 2009 December 28, 2008
(Unaudited)
ASSETS
Current Assets
Cash and cash equivalents $ 24,299 $ 31,655
Restricted cash 13,219 13,318
Accounts receivable, less allowance for doubtful accounts of $549 and $625 224,638 199,665
Deferred income tax asset, net 17,340 17,340
Other current assets 13,347 12,911
Current assets of discontinued operations — 7,031
Total current assets 292,843 281,920
Restricted Cash 21,821 19,379
Property and Equipment, Net 969,218 878,616
Assets Held for Sale 4,348 4,348
Direct Finance Lease Receivable 36,822 31,195
Deferred Income Tax Assets, Net 4,417 4,417
Goodwill 22,339 22,202
Intangible Assets, Net 11,596 12,393
Other Non-Current Assets 37,688 33,942
Non-Current Assets of Discontinued Operations — 209
$ 1,401,092 $ 1,288,621
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities
Accounts payable $ 65,338 $ 56,143
Accrued payroll and related taxes 22,934 27,957
Accrued expenses 92,887 82,442
Current portion of capital lease obligations, long-term debt and non-recourse debt 19,186 17,925
Current liabilities of discontinued operations — 1,459
Total current liabilities 200,345 185,926
Deferred Income Tax Liability 14 14
Other Non-Current Liabilities 33,155 28,876
Capital Lease Obligations 14,601 15,126
Long-Term Debt 408,579 378,448
Non-Recourse Debt 102,415 100,634
Total shareholders’ equity 641,983 579,597
$ 1,401,092 $ 1,288,621
—End—
Contact: Pablo E. Paez (866) 301 4436

Director, Corporate Relations
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PRESENTATION

Operator

Good day, ladies and gentlemen, and welcome to the third quarter The GEO Group earnings conference call. My name is Ann and I will be your coordinator
for today’s call. (Operator Instructions). As a reminder, this conference is being recorded. At this time, all participants are in listen-only mode. And we will be
facilitating a question-and-answer session following the presentation.

I would now like to turn the presentation over to Mr. Pablo Paez, Director of Corporate Relations. Please proceed, sir.

Pablo Paez — The GEO Group — Director, Corporate Relations

Thank you, operator. Good morning everyone. Thank you for joining us for today’s discussion of The GEO Group’s third quarter 2009 earnings results. With
us today is George Zoley, Chairman and Chief Executive Officer; Wayne Calabrese, Vice Chairman and President; and Brian Evans, Chief Financial Officer.
This morning we will discuss our third quarter performance and current business development activities and will conclude the call with a question-and-answer
session. This conference call is also being webcast live on our website at www.geogroup.com.




Today with we will discuss non-GAAP basis information. A reconciliation to from non-GAAP basis information to GAAP basis results may be found in the
press release we issued this morning. Before I turn the call over to George, please let me remind you that much of the information we will discuss today,
including the answers we may give in response to your questions, may include forward-looking statements regarding our beliefs and current expectations with
respect to various matters. These forward-looking statements are intended to follow the Safe Harbor provisions of the securities laws. Our actual results may
differ materially from those in the forward-looking statements. As a result of various factors contained in our Securities and Exchange Commission filings,
including the forms 10-K, 10-Q, and 8-K reports.

With that please allow me to turn this call over to George Zoley. George?

George Zoley — The GEO Group — Chairman, CEO

Thank you, Pablo. Good morning and everyone and thank you for joining us. Today we reported strong third quarter results driven by continued solid
performance from our core operations in US Corrections, GEO Care and International Services. Our quarterly pro forma EPS increased 15% to $0.38 from
$0.33 a year ago. And our GAAP EPS increased 23% to $0.37 from $0.30 a year ago. For the first nine months we reported pro forma EPS of $1.02, and
GAAP EPS of $0.98 representing increases of 16% and 23%, respectively. Our total quarterly revenues were $295 million, including $38 million in
construction revenues, which were $18 million higher than previously anticipated due to the timing of our construction project in the Santa Rosa County,
Florida. As a quick reminder, our construction revenues are merely pass through revenues with no profit component. We break out the operating revenues
from each of the three business units in our press release.

Our quarterly adjusted EBITDA grew to $46.7 million from $41.3 million representing an 11% increase. And we recorded strong adjusted free cash flow for
the quarter of $32.1 million or $0.62 per share. The primary drivers for our year-over-year growth for revenues and earnings in the quarter were the
normalized contributions from eight facilities with a total of 5900 new beds, which we activated during 2008. As well as the January 192 bed expansion of the
Robert Deyton facility in Georgia. The second quarter 100 bed expansion of our Broward County, Florida ICE facility expansion, and the third quarter
acquisition of the 260 bed Harmondsworth Immigration Centre in the UK and the 384 bed expansion of our Graceville facility in Florida. Our US Corrections
average per diem for the quarter increased to $53.73 from $53.50 one year ago. Our average occupancy rate for the third quarter was approximately 95%.
This compares to approximately 97% for the same period one year ago. Beginning in last year’s fourth quarter, we have added more than 3700 new beds to
the timing of ramping and filling these new beds has resulted in this decline of our occupancy rate compared to last year.

This morning we also confirmed our financial guidance for the fourth quarter of 2009. We confirmed our fourth quarter earnings in a pro forma range of $0.38
to $0.39 per share. Excluding approximately $0.08 related to a one-time charge due to the refinancing of our bonds and $0.03 in start-up expenses related to
activation of the Columbia Regional Care Center in South Carolina and the Parklea facility in New South Wales, Australia. We confirmed our fourth quarter
total revenues in the range of $313 million, and $318 million including approximately $25 million in construction revenues. As a result of our strong third
quarter performance in our confirmed outlook for the fourth quarter, our full year earnings guidance has increased to a pro forma range of $1.40 to $1.41,
excluding the one-time $0.08 refinancing charge in the fourth quarter as well as $0.07 in start up expenses and international bid costs for the entire year. Our
fourth quarter guidance reflects an additional $1.5 million in interest expense as a result of our recent refinancing activities. Notwithstanding this additional
interest expense, we have confirmed our forth quarter guidance and increased our full year guidance due to the continued strong performance of our core
operations.

Now I would like to discuss our recent and upcoming project activations before I address our refinancing transactions and capital availability. On

September 30th, we announced the completion of our Just Care acquisition and assumed the management of the 354 bed Columbia Regional Care Center.
This regional forensic and skilled nurse facility serves inmates and detainees on behalf of the states of Georgia and South Carolina, as well ICE in the US
Marshal Service. The facilities expected to generate $30 million in annual revenues and will add $0.04 to our earnings. On October 24th, our new contract for
the Northwest Detention Immigration Center in Tacoma, Washington, went into effect. Under the new contract, the center’s capacity was expanded from
1,030 beds to 1,575 beds and the transportation functions were also expanded. The new contract for this Company-owned facility is expected to generate
approximately $60 million in annual revenues at full occupancy.

On October 30th, we assumed the management of the 823 bed Parklea Correctional Center in New South Wales, Australia. This management-only contract is
expected to generate approximately $26 million in annual revenues. Additionally, we have two Company-owned expansions we expect to complete by the end
of this year or early next year. In Michigan, we expect to complete the 1,225 bed expansion of our Company-owned 500 bed North Lake facility. In Colorado,
we expect to complete the 1,100 bed expansion of our Company-owned 400 bed Aurora Immigration Detention Facility. In mid 2010, we are scheduled to
complete construction on the new 2,000 bed managed-only Blackwater River facility in Florida, as well as activate the 360 bed expansion of the 260 bed
managed-only Harmondsworth Immigration facility in the UK.




Turning to our credit facilities, we recently completed two major refinancing transactions that have positioned our Company to aggressively compete for
future significant growth opportunities. First, we completed a $250 million bond offering with a coupon of 7.75% and a yield to maturity of 8%. Our offering
was almost four times oversubscribed, showing widespread confidence in our Company’s business model. We used the net proceeds from this note offering to
redeem our $150 million 8.25% notes, which were due 2013, and pay down amounts outstanding under our revolver. Simultaneously, we also completed an
extension in amendment to our revolver, which increased our borrowing capacity from $240 million to $325 million. Our new revolver will bear interest at
LIBOR plus 3.25% and will mature in September 2012.

Our current committed capital projects require CapEx of $204 million, of which we have already spent $137 million through the end of the third quarter. We
expect to spend another $39 million in the fourth quarter and another $28 million in 2010 to complete these projects. Following the completion and activation
of our current capital projects in early 2010, which will be funded primarily through free cash flow, we expect to have approximately $65 million in
outstanding borrowings, along with approximately $45 million set aside for letters of credit under the revolver, leaving approximately $215 million in
available borrowing capacity. Additionally, we expect to start generating approximately $125 million in adjusted free cash flow on an annual run rate,
following the activation of our current Company-owned capital projects. Therefore, over a two year period, we will have approximately $465 million in
available capital for new growth opportunities. As we have previously guided, our targeted cash on cash return on invested capitals approximately 15%.
Based on that target the investment of $465 million in new Company-owned capital projects would result in additive EBITDA of approximately $70 million.
With our recapitalized balance sheets, we are well positioned to capture new large-scale Company-owned projects in our core market segments.

I would now like to address our market segments beginning with the three federal Government agencies we serve. The main driver for the growth of new beds
at the federal level continues to be the detention and incarceration of criminal aliens. None of the three federal agencies are receiving construction funds for
fiscal years 2010 and 2011 in order to construct their own detention facilities. Therefore, we expect they will continue to rely heavily on the private sector to
provide for their new capacity. The US Marshals and the BOP house criminal aliens facing criminal charges or serving time as a result of conviction. The ICE
population currently includes approximately an equal number of undocumented aliens and criminal aliens who have completed their federal and state
sentences and are awaiting deportation. ICE recently announced a number of recommended immigration reforms, and we attended the ICE hosted-industry
day in Washington DC last Friday. We believe there will be continue to be on going opportunities for our industry.

Going forward, ICE will emphasize the detention and removal of criminal aliens, the ICE Secure Communities Initiative continues to be funded by Congress.
The initiative relates to the tracking, detention, and deportation of criminal aliens. To fulfill this task, ICE has been allocated $1.5 billion, which represents a
50% increase over prior year funded levels. Additionally, ICE has indicated a desire to consolidate its detention operations into larger facilities. By our
estimate, ICE currently houses 16,000 detainees or half of its population in 15 privately managed, while the half are mostly are housed in more than 200 other
mixed population facilities. We believe that ICE will continue to consolidate its detention population to larger dedicated facilities provided by the private
sector.

An example of this new trend is our new contract and expanded 1,575 bed Northwest Detention Center in Tacoma, Washington. The center will serve as a
regional detention hub in the Pacific Northwest. In the next 45 days we expect ICE to issue a formal RFP for a new 2,200 bed to be developed and managed
in Southern California area. We expect to see an award on this large-scale new opportunity by the end of 2010. Regarding the detention of noncriminal
undocumented alien, ICE explores the use of less restrictive residential facilities providing another new area of opportunity. The bureau prisons has two active
procurement under the Criminal Alien Requirement, or CAR program. We expect that CAR 9 will result in the order of approximately 1,700 to 2,000
additional bed with an award late in late 2009 or early 2010 following the completion of the environmental reviews of our Michigan site and the Florida site
proposed by another company. Car 10 relates to 3,800 beds which are currently provided at two different private facilities. We expect the award this year or
early next year.

Additionally, the BOP issued a request for information earlier this year for 3,000 beds in South Texas to house short term sentenced offenders. We expect that
the BOP will issue a formal RFP for 3,000 STS beds in the next 60 to 90 days with potential awards in 2010 involving one or two facilities. This is another
large-scale opportunity. With regard to rebids, the BOP is rebidding the contract for our Company-owned Rivers Correctional Institution in Winton, North
Carolina. Proposals were submitted in May and are currently under evaluation while our contract continues through March 2011. An award under this
procurement is scheduled for early 2010. The BOP is also rebidding the contract for our Company-leased Brooklyn Residential Reentry Center in New York
which runs through February 2010. Proposals have been submitted and we expect an award will be made under this procurement by the end of the year.

Our third federal client, the US Marshal Service, procures beds nationwide through the office of the Federal Detention Trustee, which has been allocated over
$1.4 billion in proposed budget to house an average daily population of more than 60,000 detainees. Turning to the state market, our 10-state clients have
completed their budgets for fiscal year 2010, and their impact on GEO is included in our guidance. As we have




previously disclosed, we have decided to discontinue two small county-owned facilities in Newton and Jefferson Counties in Texas. The effect of the
discontinuation of these facilities will have no material impact on our performance. We believe that state budget pressures are creating additional interest in
pursuing private prison project as a means to achieve cost savings. Specifically, in a recent special session, the Arizona legislature and Governor approved
legislation includes three significant prison privitization proposals. Under the approved legislation, Arizona will procure 5,000 new in-state private beds with
contracts to be awarded by mid 2010. Additionally, the legislation authorized concession agreements to privately operate state facilities and the sale lease
back of state-owned facilities, with the goal of generating at least $100 million in approximately $1 billion in each respective case. RFPs for these two
initiatives are expected later this year.

The state of California continues to look for ways to increase prison capacity. It recently submitted a plan to the federal three-judge panel which calls for
California prison population to be reduced through a number of initiatives, including the increased use of private beds in-state as well as 7,500 additional out-
of-state beds. While the plan in its current form was rejected by the three-judge federal panel, we continue to believe that the state of California favors the use
of additional private beds in state and out of state as part of an overall plan to reduce its inmate population. We recently received notice from the state of
California of the closing of our 224 bed McFarland Community Correction Facility which houses a low security level population. This will have no material
impact on our performance since the facility has been underutilized by the state and was performing at a financial break even. We believe this is part pouf the
state’s plan to maximize use of its available private beds. The state also announced it will issue an RFP next month for higher security female beds and we
expect to be able to propose our McFarland facility for that use.

In Georgia, we recently responded to an RFP for 1,000. These beds can be provided at existing or expanded facilities or through new green field sites. We
expect award for this REFP to be made before year-end. Between the demand at the federal level and the growing need for cost efficient beds at the state level,
our industry is experiencing the strongest demand in our history, and the opportunities are becoming larger in scale and more capital-intensive. Given these
dynamics we believe that the larger companies with immediate access to lower cost capital will likely have an advantage as these opportunities materialize.
We clearly feel that The GEO Group is well positioned to benefit from these trends.

Next I’d like to update you on our international business development efforts. In South Africa, we submitted our proposals in response to RFPs issued by the
Department of Correctional Services for the construction and management of four new 3,000 bed prisons. It is possible for one company to be awarded
contracts for two of these four prison projects, and we expect contract awards to be made in 2010. In the UK, the government is moving forward with plans to
develop five new 1,500 bed prisons to be built and managed by the private sector. We are going through the prequalification process and hope to be invited to
compete on these opportunities. A series of public meetings will be held this month, and we expect the government to begin issuing official RFPs in 2010.
And as previously discussed, we are recently awarded a contract by the government of New South Wales for the management of the 823 bed Parklea
Correctional Center.

Moving to our mental health opportunities, we also previously discussed we recently completed the acquisition of Just Care and assumed the operation at 354
bed Columbia Regional Care Center, which serves the states of Georgia, South Carolina ,as well as ICE in the US Marshals, generating approximately

$30 million in annual revenues. We are very pleased as Just Care acquisition gives GEO Care four new clients outside of the state of Florida and is expected
to be $0.04 accretive. GEO Care has also been selected by Montgomery County, Texas for the operation of a new forensic hospital with an approximate
capacity of 100 beds which is expected to open in March 2011. Montgomery County is negotiated an intergovernmental agreement with the state of Texas for
development operation of the new forensic facility which is expected to be signed by year-end. Additionally, GEO Care continues to market services to
multiple states and expect the RFP may be issued by some of these states, including the state of Georgia, which has previously issued two RFPs for several
forensic beds.

In closing, we are very pleased with our third quarter results and our improved outlook for the full year. We continue on track to have the best year in our
Company’s history despite difficult economic times. Our strong financial performance reflects the continued organic growth of our Company, driven by the
overall demand in our industry, notwithstanding today’s difficult economic environment. We are completing our two remaining Company-owned expansions
which will increase our 18,600 Company-owned beds by approximately 2,800 beds, and will increase our long-term asset book value to over $1 billion. With
our recapitalized balance sheet, we are well positioned to take advantage of the strong business fundamentals and continued demand in our market segments.
By mid 2010, we expect to have $465 million of in available capacity over a two-year period to be deployed toward significant organic growth opportunities.
Based on our minimum targeted cash on cash return of approximately 15%, the investment of that capital could generate approximately $70 million in
additive EBITDA to our Company by significantly increasing our earnings per share.

This concludes my presentation. I would now like to open the call to your questions.




QUESTION AND ANSWER

Operator

Okay. (Operator Instructions). The first question comes from Kevin Campbell with Avondale Partners. Please proceed.

Kevin Campbell — Avondale Partners — Analyst

Hi. Thanks for taking my questions. I was hoping you could start off by talking about the contribution for both the US corrections and international
corrections. US was up about 160 basis points sequentially, and international continues to come down. I’d love to hear sort of the explanation what’s driving
that on both sides?

Brian Evans — The GEO Group — CFO

Hi, Kevin. It is Brian. In the — on the US side, I think it is just — it is a couple of factors in Q3 versus Q2. We had two contracts that we had the full impact
of the renegotiated started in Q2 and spilled over into Q3 primarily South Bay, which was affected July 1 and then our Broward contract that started in Q2.
Other than that, there was, as we previously indicated populations were better in some of our state facilities. Those are the main factors US. International, the
biggest impact international for the quarter that’s really driving the margins down is the start up costs related to the Harmonsworth project were significant
during the quarter. When you adjust for those you are at about our typical number, about 9% to 10%.

Kevin Campbell — Avondale Partners — Analyst

How long do you expect those sort of start-up or ramp costs will be in place? Should — is that something we should expect to continue for another quarter or
two?

Brian Evans — The GEO Group — CFO

In the fourth quarter, you will see some more start up costs. It will pull the margins down again. That is going to be associated with the new win in Australia,
the Parklay contract.

Kevin Campbell — Avondale Partners — Analyst

So I mean it will pull it down from the 5% we saw here? We are not going to see it offset by improvement at Harmonsworth?

Brian Evans — The GEO Group — CFO

It will pull it down from the pro forma, 9%, down probably that 6% range.

Kevin Campbell — Avondale Partners — Analyst

Okay. Great. And if you could talk to on the G&A front, obviously that came in a little below what we were expecting. Maybe some of the drivers there, and
why or why not they should or should not continue?

Brian Evans — The GEO Group — CFO

In looking it was just a number of different, no one that was significant. One-time pick ups. But looking going forward and adjust those out, we still look at a
run rate of $16.5 million to $17 million.




Kevin Campbell — Avondale Partners — Analyst

Okay. And then just quick question on capitalized interest, what was it in the third quarter and what should we expect in Q4?

Brian Evans — The GEO Group — CFO
Q3 was about $1.5 million, and Q4 a little higher than that, $1.6 million to $1.7 million.

Kevin Campbell — Avondale Partners — Analyst

Great. Thank you very much.

Operator

Our next question comes from the line of Todd Van Fleet with First Analysis. Please proceed.

Todd Van Fleet — First Analysis — Analyst

Morning, guys. George, you talked about the ten state customers you are doing business with. It is pretty uncertain environment out there, fiscally speaking.
And nobody has a great crystal ball here. But, of the ten state customer, how good of a feel would you say you have for how they’re going to react in the face
of increasing budget pressure, let’s say over the course of, certainly the rest of this fiscal year leading into fiscal 2011? Those ten state customers, if you make
some assumption regarding times getting tougher and budgets getting leaner, do you have a good feel for how you think they’re going to react with respect to
their views on their budget activities and perhaps the DOC spending levels in those respective states? If you could kind of speak qualitatively on that, that
would be helpful.

George Zoley — The GEO Group — Chairman, CEO

As you point out, we only have ten state customers. We are not in the out of state prison business at this time. So we don’t have that kind of exposure. But,
our ten state customers have had budget cut backs this year that we’re already living with. And I — from my view I really just see a continuation of that same
situation. Our performance this year has already been impacted to some extent by state economic difficulties. And if you look at our occupancy, where it has
historically been at 97%. It is only 95%. So if the states weren’t having their current problems, our performance would be even higher than it presently is by
virtue of the occupancy. But it is what it is, and I really just see a continuation of the current situation.

Todd Van Fleet — First Analysis — Analyst
And that, —

George Zoley — The GEO Group — Chairman, CEO

Not a further deterioration.

Todd Van Fleet — First Analysis — Analyst

A further — so not a deterioration then from where we are at today or where we are going to be probably at the end of 2010?

George Zoley — The GEO Group — Chairman, CEO

That’s right. We already are experiencing empty beds in some of our facilities, and that’s reflected in the occupancy of 95%. So, I expect really just a
continuation of what we have been experiencing.




Todd Van Fleet — First Analysis — Analyst

Okay. Thanks. I will drop out for the moment. Thanks.

Operator

The next question comes from the line of Manav Patnaik with Barclays Capital. Please proceed.

Manav Patnail — Barclays Capital — Analyst

Good morning, gentlemen. Good quarter ,a couple of quick questions, fist a follow up to the previous question. Can you give us maybe a little color on, of
your ten state clients how many did, or have you already given maybe per diem concessions to or other form of concessions, and what sort of negotiations
you’ve already had with those ten customers and depending on that, I guess, how much more room is there for them to negotiate with you guys?

George Zoley — The GEO Group — Chairman, CEO

Well, we have already had direct or indirect discussions with several of the clients and they have either asked us to take cut, we have negotiated, or they have
just reduced occupancy, which has occurred in a few cases, and they have the ability to do that unilaterally. That’s already been reflected in our financial
results for this year which again,is the best year in our Company’s history and I really fundamentally see a continuation of it without a material deterioration.

Manav Patnail — Barclays Capital — Analyst

Okay. Fair enough. In your fourth quarter guidance, can you give us a sense of what sort of utilization you guys are assuming in the Tacoma ramp up and how
we should look at the opening of the Australia facility? Does the ICE contract have a guarantee and how about the Australian one?

George Zoley — The GEO Group — Chairman, CEO

With regards to Tacoma, that contract went into effect October 24th, and we are being paid from that date, regardless of the ramp up.

Manav Patnail — Barclays Capital — Analyst

Is that a 90% guarantee occupancy, or —

George Zoley — The GEO Group — Chairman, CEO

I believe it is approximately 75%, but our economics are embed in the 75% guarantee.

Manav Patnail — Barclays Capital — Analyst
Okay.

George Zoley — The GEO Group — Chairman, CEO
In Parklay, Wayne?




Wayne Calabrese — The GEO Group — Vice Chairman, President

Yes. Parklay is done on a ramp up basis in fact, the population of the 823 bed facility was reduced to approximately 500 prisoners during the transition phase
if you will, and as our additional staff complete training and come on board, the inmates will ramp up with them, and the payments will move along in
accordance with that ramp up schedule.

Manav Patnail — Barclays Capital — Analyst

Okay. And just a final question on GEO Care with respect to the Montgomery, Texas award. Is that already being awarded by you? I’m just a little confused.
Can you also, just talk about I guess, in terms of construction CapEx, what your sort of liability is, for the March 2011 opening?

George Zoley — The GEO Group — Chairman, CEO

On Montgomery, yes, we have been awarded a contract by Montgomery County be their subcontractor, at this new facility, and they in turn are negotiating a
final intergovernmental agreement between themselves and the state of Texas.

Manav Patnail — Barclays Capital — Analyst

Okay. All right. Fair enough. Thank you, guys.

George Zoley — The GEO Group — Chairman, CEO
Thank you.

Wayne Calabrese — The GEO Group — Vice Chairman, President

There’s no CapEx on that one.

Brian Evans — The GEO Group — CFO

No, and that was financed by Montgomery county.

Operator

And the next question comes from the line of Jamie Sullivan with RBC Capital. Please proceed.

Jamie Sulllivan — RBC Capital — Analyst

Hi. Good morning, everyone.

George Zoley — The GEO Group — Chairman, CEO

Good morning.

Wayne Calabrese — The GEO Group — Vice Chairman, President

Morning.




Jamie Sulllivan — RBC Capital — Analyst

Question just on with the balance sheet availability you have now, what your stance is on some speculative building or keeping some inventory of beds on
hand, given the opportunities that is you see out there.

George Zoley — The GEO Group — Chairman, CEO

I think our position remains fairly consistent that we will not proceed with any speculative building in advance of a contract award. We have our two
expansions that are yet to be completed and will be finalized, I think by early next year. That is in Michigan and Aurora, Colorado, with the completion of
those, we will wait out any further opportunities and following natural contract. But that’s not to say that we are not prepared for other opportunities. We are
land banking all of the time, that is acquiring land, acquiring development rights for future projects and positioning ourselves for new opportunities, but we
are not moving forward with funding brick and mortar in advance of a RFP or contract award.

Jamie Sulllivan — RBC Capital — Analyst

Okay. Then just I guess some additional thoughts on Arizona and their proposed lease back arrangement whether that looks like a realistic transaction that
may occur in the state, just your thoughts there would with helpful.

George Zoley — The GEO Group — Chairman, CEO

Well, I think there’s certainly a lot of movement toward that direction. The state has a severe budget deficit and recent published articles have indicated all the
departments would have to take almost 15% cut unless new money is found. And the sale lease back initiative as well as the concession agreement initiatives
are a means by which to provide that additional funding. If this process is as successful in the state of Arizona, it can be a game changer for our industry
because I think it will be quickly emulated by several other states around the country.

Jamie Sulllivan — RBC Capital — Analyst

Okay. Thanks. Then just one last quick one, what we should expect for the tax rate on the fourth quarter and going forward.

Brian Evans — The GEO Group — CFO
For the balance of this year it would be 38.5%, 39%.

Jamie Sulllivan — RBC Capital — Analyst
Okay. Thanks very much.

Operator

And the next question comes from the line of T.C. Robillard with Signal Hill Capital. Please proceed.

T.C. Robolard — Signal Hill Capital — Analyst
Great. Thanks. Good morning, guys.

George Zoley — The GEO Group — Chairman, CEO

Morning. Just a— George, can you give us a sense of how to think about the pro forma margins on the US corrections business? Obviously you have got a
few moving parts in there. Can you just give us a sense on how to think about the trend of that the next several quarters?




Brian Evans — The GEO Group — CFO

Well, I — this quarter should be — well, Q4 to Q3 you have got the Tacoma project coming online, which is an owned facility and has strong operating
margins, and then in 2010, it will be affected by the timing of the two expansion projects in Aurora and Michigan. Also both owned with margins above our
typical average. Those should help improve our margins into next year.

T.C. Robolard — Signal Hill Capital — Analyst

Okay. Perfect. And Brian, just a couple of housekeeping items, can you give me cash from ops and CapEx 3Q?

Brian Evans — The GEO Group — CFO

CapEx was about $40 million, T don’t have the cash from ops number if front of me right now.

T.C. Robolard — Signal Hill Capital — Analyst

That’s okay. I can circle back with you on that. Can you break down — or was there a break down, the start up expenses as little bit over $1 million in the
quarter. Can you give us a break down of that between international and US?

Brian Evans — The GEO Group — CFO

It was all international’ all related to the Harmonsworth project.

T.C. Robolard — Signal Hill Capital — Analyst

Okay. That’s what I figured, but I wanted to double check. George, can you give us a sense on GEO Care one of the things that I have seen pop up is the
potential to, through the various health care bills being batted around in Washington right now, there seems to be some thought about doing a kind of an eight
state pilot project where they would use Medicaid funds to expand private mental health beds. Anything you can talk to on that front?

George Zoley — The GEO Group — Chairman, CEO

Not really, TC. I am not familiar, the linkage between that initiative and the benefit to GEO Care.

T.C. Robolard — Signal Hill Capital — Analyst

Okay. Well, that was my follow on. That’s not something where GEO is positioned to take a benefit. A state that was batted around was the state of Florida.

George Zoley — The GEO Group — Chairman, CEO

No. I know states have always wondered how to get their prisoners qualified under Medicaid and Medicare. But nobody has been able to crack that code.

T.C. Robolard — Signal Hill Capital — Analyst

We are talking completely different private mental health beds, not the criminal ones where GEO Care is sitting.
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George Zoley — The GEO Group — Chairman, CEO

That’s correct.

T.C. Robolard — Signal Hill Capital — Analyst

Okay. And then lastly just on Arizona, I just want to make sure I am understanding the proposal. The $100 million that is being batted around in the press and
coming out of Arizona, is that basically an entry fee? Would the bidder in that get any control over those facilities or would those continue to be assets of the
state, and then just managed-only business? I am just trying to get a sense — on face it looks as if that just really takes the economic as way from the
managed-only contract, but I’m assuming there has to be something I am missing there. Otherwise I couldn’t imagine they would put that out there if no one
would bid on it.

George Zoley — The GEO Group — Chairman, CEO

It is a concession agreement to be able to manage a facility and monetize the value of that arrangement on behalf of the state. And for us, a quick analogy is
what we just did in the acquisition of the Just Care facility in Columbia, South Carolina. That is a state-owned psychiatric hospital. So the state continues to
own that but we have is a 30-year lease, essentially a concession agreement to operate that facility for the state as well as other clients, and we paid

$40 million for that right. So, that works well when the economics permit such a transaction. I don’t know that every facility in Arizona will lend itself to this
kind of transaction. Others will lend themselves better than others, but I think it is a very interesting concept. It is one we are enjoying right now through the
Just Care acquisition. So it has validity. But it remains to be seen as to how it is actually executed in Arizona.

T.C. Robolard — Signal Hill Capital — Analyst

And is there any thought process on the timing there, or is this something still up in the air with respect to how Arizona is thinking about it?

George Zoley — The GEO Group — Chairman, CEO

I believe the legislation requires all of these initiatives to be executed and put into place by July 1 of next year.

T.C. Robolard — Signal Hill Capital — Analyst

Okay. Just trying to reconcile that with the 5,000 bed RFP and you had mentioned that as well. that something that the state could do simultaneously, or is this
an either/or situation?

George Zoley — The GEO Group — Chairman, CEO

That’s the 5,000 bed RFP is one of the three initiates. The other two being the sale lease back and the concession agreement. All three are to be bid out and
executed by the July 1 of next year.

T.C. Robolard — Signal Hill Capital — Analyst
Okay. That’s great. Thanks. Appreciate it.

Operator

The next question comes from the line of Mickey Schleien with Ladenburg. Please proceed.

Mickey Schleien — Ladenburg — Analyst
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Good morning. My question is related to the per diem rates on the international segment. They were up very nicely, and I’'m assuming that’s related to the
weakness in the dollar, but I wanted to confirm that, and also wanted to understand your perspective on the dollar in terms of your guidance.

Brian Evans — The GEO Group — CFO

It would be revenues impacted by that when you translate it back to the US dollar by the weakening of the dollar, so that would be an impact. You also had
the Harmonsworth project that opened during the quarter which is in the UK and it is going to have fairly high per diems. Going forward we look at the
forward curve and we take that into account.

Wayne Calabrese — The GEO Group — Vice Chairman, President

The international per diems are generally higher than the US per diem.

Brian Evans — The GEO Group — CFO
Right.

Wayne Calabrese — The GEO Group — Vice Chairman, President

By a significant percentage.

Brian Evans — The GEO Group — CFO
Yes.

Mickey Schleien — Ladenburg — Analyst

You were saying something about the forward curve, Brian.

Brian Evans — The GEO Group — CFO

We have accounted for that in our Q4 estimate just based on the bank estimate of the FX rates going into Q4.

Mickey Schleien — Ladenburg — Analyst
Okay. Thank you.

Operator

The next question comes from the line of Todd Van Fleet with First Analysis. Please proceed.

Todd Van Fleet — First Analysis — Analyst

Guy, on the operating expense front or facility expense front, just thinking about kind of the bigger picture which you are here I guess — to some degree with
respect to health care, kind of a different angle on this, but what is happening in the health care debate and what might be the eventual outcome impact your
costs structure at all at your facility, based on general landscape now on the way people expect it to shape up. Do
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you foresee any sort of health care reform program, does that result in any sort of change to your cost structure, expense structure in terms of the way you
provide health care and health care delivery in your facilities?

Wayne Calabrese — The GEO Group — Vice Chairman, President

Todd, this is Wayne. The CBO analysis that I saw suggested maybe as few as 5 million may sign up for the so-called public option, as is currently configured
in the House and Senate language. It doesn’t sound like a lot of private employer plans will be affected in any sort of near or even midterm. I wouldn’t expect
what’s going on right now to have much on an effect on our employees who have health care benefits in their programs.

Todd Van Fleet — First Analysis — Analyst

Okay. So either from that perspective or the inmates that are receiving health care in the facilities.

Wayne Calabrese — The GEO Group — Vice Chairman, President

The inmate health care is provided by us and/or the client depending on the contract and none of that to my knowledge will be affected. It will certainly be
welcomed if they suddenly became eligible. But I don’t believe anybody is anticipating that.

Todd Van Fleet — First Analysis — Analyst

Okay. And then, from another expense point of view, when you think about wages and the facilities, when we think of the environment then, we kind of
talked about a little earlier. Tough environment for budgets, maybe it doesn’t get worse as George indicated that maybe you are expecting it won’t get worse
from here, or deteriorate,. But let’s say a continuation where we are at today, in that kind of environment, do you expect any kind of upward wage pressure —
or maybe you have some downward wage pressure. I am just trying to get a sense for how you guys are thinking about the current economic environment and
the likely economic environment that we are going find ourselves in throughout the course of the year leading into the next fiscal year for our state customers
in particular. Do you sense there’s any wage pressure one way or the other?

George Zoley — The GEO Group — Chairman, CEO

In the federal sector, first, we have what’s called a wage determination, and the department of labor sets the wages for our employees, and we follow those
wages and periodically, they will reset them, and we will be reimbursed additional funds for those higher wages. So, we are effectively insulated from wage
inflation primarily in the federal sector. The state sector, we really take the lead from our state clients. If they’re not getting an increase or giving an increase
to their state employee, particularly the Department of Corrections then we are not giving an increase. That seems to have been the case over the last year. If it
continues as such, we will follow that lead.

Todd Van Fleet — First Analysis — Analyst

Okay. On the federal side though, George, is it if the wage determination dictates those employees will receive a wage hike, would that necessarily come with
a per diem hike?

George Zoley — The GEO Group — Chairman, CEO

Yes, you’re eligible for that, and I think we’ve already discussed that in Tacoma.

Todd Van Fleet — First Analysis — Analyst

Okay. The upshot of it is the likelihood of margin construction as it relates to that issue on federal contracts, just doesn’t seem to be there.
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George Zoley — The GEO Group — Chairman, CEO

No. That’s correct.

Todd Van Fleet — First Analysis — Analyst
Okay.

George Zoley — The GEO Group — Chairman, CEO

Effectively wage neutral.

Wayne Calabrese — The GEO Group — Vice Chairman, President

Neutral.

George Zoley — The GEO Group — Chairman, CEO

Were insulated or — from wage inflation.

Todd Van Fleet — First Analysis — Analyst
Okay. Very good. Thank, guys.

Operator

(Operator Instructions). The next question comes from Kevin Campbell with Avondale Partners. Please proceed.

Kevin Campbell — Avondale Partners — Analyst

Thank you. Just hoping you can talk about a little bit more about the Just Care acquisition and really the integration at this point now that we are a few weeks
into it.

George Zoley — The GEO Group — Chairman, CEO

Well, I have to benefit with Wayne, to take a trip there last week, and I was very impressed with the physical plant, the facility looks remarkably clean,
professional, kind of glistening it looks like a hospital facility you would imagine it to be and the services are very diverse and include dialysis services and
skilled nursing care, and it is a well run facility, great physical plant, room for expansion, and as we said, the occupancy is 85%, and it has the potential to be
increased and therefore improved financial results. We couldn’t be more pleased with the current financial economics as well as the fact that there are four
significant clients involved, the state of South Carolina, State of Georgia, US Marshall Service and ICE, and ideally we would like to see the DOP come in
there as well.

Wayne Calabrese — The GEO Group — Vice Chairman, President

Kevin, this is Wayne. I would add to what George said. We visited with two of those clients, the federal ones in Washington and discussed that acquisition and
the transition they were quite pleased, and we also met with the senior staff at the facility and had an opportunity to meet with the line staff as we walked
around and really to a person they were very positive about the integration of The GEO Group and GEO Care.
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Kevin Campbell — Avondale Partners — Analyst

There have been no — nothing that surprised you at this point, financially speaking that would positively or negatively affect results? It has been what you
expected from your diligence?

George Zoley — The GEO Group — Chairman, CEO
Yes.

Kevin Campbell — Avondale Partners — Analyst

And where would this fall from a segment reporting purpose? Is it going to be under US corrections or under GEO Care?

Brian Evans — The GEO Group — CFO
GEOQO Care.

Kevin Campbell — Avondale Partners — Analyst

Okay. I think that does it. Thank you very much.

Brian Evans — The GEO Group — CFO
Yes.

Operator

The next question comes from the line of [Chuck Ruff] with [Inside Investments]. Please proceed.

Chuck Ruff — Inside Investments — Analyst

Hello. Can you talk a little bit about what’s going on in New Mexico. I guess there was a press release there talking about some of the cost cutting they would
have to institute including closing some prisons if the Governor signs a budget bill?

Wayne Calabrese — The GEO Group — Vice Chairman, President

Yes, Chuck. This is Wayne again. I think what we are reading so far are reports of what the consequences may be if the 7.5% cuts go into effect that the
legislature embedded in their budget. I think the Governor and his staff, heads of different departments are reporting what they may have to do to reach those
required savings and in the case of corrections, the secretary reported at least one way to achieve those savings would be to close a couple of prisons, one of
which houses female prisoners and the other houses male prisoners. I think both of them were located in Grants, a city in New Mexico. The impact on us, as
George said earlier, remains one of inflation opposed to the closing. We have three prisons there as you know. One in Hobbs, one in Santa Rosa and one in
Clayton, New Mexico. The populations at those three facilities have been depressed from what they had been earlier a year or so ago. But I think it is still
remains to be whether those consequences will go into effect. The Governor has some discretion in terms of what he can do both from a view of striking
through some line items or taking different paths to achieve the required savings. At least from what I’ve read, the legislature believes they have given the
Governor some discretion on how to achieve the savings.

Chuck Ruff — Inside Investments — Analyst

Do you expect them to sign the budget bill?
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Wayne Calabrese — The GEO Group — Vice Chairman, President

I don’t want to get into predicting what Governor Richardson may or may not do with the bill, but I am reading in the paper, and from what I read it is a toss
up as to whether it will go into effect or not, or whether once into effect the means of achieving the savings will be as reported. We will know the answers
very shortly.

Chuck Ruff — Inside Investments — Analyst
Okay. Thanks.

Operator

The next question comes from the line of Andrew [Morey] with [Cross Wind Investments]. Please proceed.

Andrew Morey — Cross Wind Investments — Analyst

Thanks very taking my question. I missed the per diem on international, I know you mentioned that. If you can say that one more time and secondly, could
you go over your latest view on California and what you see potentially happening or not happening there? Thank you.

George Zoley — The GEO Group — Chairman, CEO

On California, as we discussed in our the prepared remarks. We believe — I think they have another week or two to resubmitted to the federal three-judge
panel as to a revised plan to address their overcapacity and how they’re going to deal with it. Because the original plan that was submitted has been rejected,
and I think their approach is at least two prong, one initiative is some levels of proreform, which will hopefully alleviate and reduce some population over a
period of time. And the other approach is likely to be more beds in-state and out-of-state. In-state, I believe their plans — at least the original submitted plan
which is not being revised included both Government beds and more private beds. And then the out-of-state beds I believe their original plan called for 7,500
over a period of time, and we don’t know if that number will be increased in the new plan that has to be submitted in the next approximately ten days.

Andrew Morey — Cross Wind Investments — Analyst
Okay.

Brian Evans — The GEO Group — CFO

On the per diem international is about $67 per bed per day.

Andrew Morey — Cross Wind Investments — Analyst

One last question, you were fairly clear on your thoughts about capital allocation on a speculative basis and wanting to have contracts, and such. Can you talk
about the potential on construction cost? Do you see anything different there given what’s going on in the economy and given how bad all of the other parts of
real estate are? There any potential for savings or efficiencies if you were to allocate some capital in the next year or two?

George Zoley — The GEO Group — Chairman, CEO

Well, our construction people have been telling us that prices have stabilized, and have not increased as they had the prior years. They have not really come
down significantly, they just have not increased. And therefore they effectively stabilize. And I think we look at the average bed on a
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blended basis, whether it could be a mixture of cells and dorms, is between $60,000 and $65,000 a bed depending on where it is located in the country.

Andrew Morey — Cross Wind Investments — Analyst
Okay. Thank you.

Operator

The next question comes from the line of Greg Williams with Sidoti & Company. Please proceed.

Greg Williams — Sidoti & Company — Analyst

Good morning, guys. Can you talk about any opportunities in the state of Virginia? I know many months ago Virginia opened bids up for prisons. Are those
opportunities still on the table and sounds like the Republicans are going to win on a land slide in the gubernatorial race, wondering if you can comment there
and putting feeler out for opportunities in that state.

Wayne Calabrese — The GEO Group — Vice Chairman, President

It is Wayne. First, I think the opportunities you mentioned Virginia may have put out before, at one point Virginia was talking about actually bringing
prisoners into some of their beds. I haven’t heard that discussed for quite some time and don’t know that’s actively being pursued. They have had with our
firm for about a year and a half or more now an unsolicited proposal to proceed with a prison, and we are continuing to work that with the Governor’s office
and the legislature, but it is slow going at the moment. We hope to see some work done on water and sewer to get the improvements in place for our prison to
be developed under that unsolicited proposal that we were selected to proceed on. As far as the gubernatorial race, no particular projection, as to what the
consequences of either candidate being elected Governor at this stage. We think in either event, the Governor of Virginia will see the need for additional
capacity and perhaps even some consolidation by closing some of the older facilities, and we think we’re well situated to work with the state. We continue to
have a good working relationship by virtue of the management of the Lawrenceville facility in Lawrenceville.

Greg Williams — Sidoti & Company — Analyst
Okay. Thanks, Wayne.

Operator

The next question comes from the line of Todd Van Fleet with First Analysis, please proceed.

Todd Van Fleet — First Analysis — Analyst

I want to give you a chance to talk about the opportunity as you see it in Oklahoma. If you want to quantify it for us. Thanks.

George Zoley — The GEO Group — Chairman, CEO

Well, I think there are some long-term opportunities in Oklahoma with their review of their physical plant at their facility. They have identified some facilities
are aged and very costly to maintain and that overtime there would be a shift to close some of those older more costly facilities, and create new ones in
different locations. And we we know the state is very open to privatization of those new facilities. So we intend to compete on those new opportunities

Todd Van Fleet — First Analysis — Analyst
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Nothing about expanding existing private facilities, George?

George Zoley — The GEO Group — Chairman, CEO

I think they’re looking for green field sites.

Todd Van Fleet — First Analysis — Analyst
Okay. Thank you.

Operator

Ladies and gentlemen, this concludes today’s question-and-answer session. I would now like to turn the call back over the Mr. George Zoley for closing
remarks.

George Zoley — The GEO Group — Chairman, CEO

Well, thanks to everyone for joining used today. And we look forward to addressing you on our next conference call.

Operator

Ladies and gentlemen, thank you for your participation in today’s conference. This concludes the presentation and you may now disconnect. Have a good day.
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