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Section 2 – Financial Information

Item 2.02 Results of Operations and Financial Condition.

On November 2, 2011, GEO issued a press release (the “Press Release”) announcing its financial results for the fiscal quarter ended October 2, 2011,
revising its financial guidance for full year 2011 and announcing its fourth quarter 2011 financial guidance, a copy of which is furnished hereto as Exhibit 99.1.
GEO also held a conference call on November 2, 2011 to discuss its financial results for the quarter, its revised financial guidance for full year 2011 and its
financial guidance for the fourth quarter of 2011, a transcript of which is furnished hereto as Exhibit 99.2.

In the Press Release, GEO provided Pro Forma Net Income, Adjusted EBITDA and Adjusted Funds from Operations for the fiscal quarter and year to date
periods ended October 2, 2011 and the comparable prior-year periods that were not calculated in accordance with Generally Accepted Accounting Principles (the
“Non-GAAP Information”) and are presented as supplemental disclosures. 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 the 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 the most directly comparable to the Non-GAAP Information.

Pro Forma Net Income is defined as net income adjusted for net loss attributable to non-controlling interests, start-up/transition expenses, net of tax,
international bid and proposal expenses, net of tax, M&A related expenses, net of tax and loss on extinguishment of debt, net of tax as set forth in Table 1 of the
Press Release. GEO believes that Pro Forma Net Income is useful to investors as it provides information about the performance of GEO’s overall business
because such measure eliminates the effects of certain unusual or non-recurring charges that are not directly attributable to GEO’s underlying operating
performance, it provides disclosure on the same basis as that used by GEO’s management and it provides consistency in GEO’s financial reporting and therefore
continuity to investors for comparability purposes. GEO’s management uses Pro Forma Net Income 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 EBITDA is defined as net income before net interest expense, income tax provision, depreciation and amortization, and tax provision on equity in
earnings of affiliates, adjusted for net loss attributable to non-controlling interests, stock-based compensation, start-up/transition expenses, international bid and
proposal expenses, M&A related expenses and loss on extinguishment of debt as set forth in Table 3 of the Press Release. GEO believes that Adjusted EBITDA is
useful to investors as it provides information about the performance of GEO’s overall business because such measure eliminates the effects of certain unusual or
non-recurring charges that are not directly attributable to GEO’s underlying operating performance, it provides disclosure on the same basis as that used by
GEO’s management and it provides consistency in GEO’s financial reporting and therefore continuity to investors for comparability purposes. GEO’s
management uses Adjusted EBITDA 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 Funds From Operations is defined as net income excluding depreciation and amortization, income tax provision, income taxes paid, stock-based
compensation, maintenance capital expenditures, net equity in earnings of affiliates, amortization of debt costs and other non-cash interest, net loss attributable to
non-controlling
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interests, start-up/ transition expenses, international bid and proposal expenses, M&A related expenses and loss on extinguishment of debt as set forth in Table 4
of the Press Release. GEO believes that Adjusted Funds From Operations is useful to investors as it provides information 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, it provides disclosure on the same
basis as that used by GEO’s management and it provides consistency in GEO’s financial reporting and therefore continuity to investors for comparability
purposes. GEO’s management uses Adjusted Funds From Operations 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.

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 set forth in Item 2.02 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 set forth in Item 2.02 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 financial guidance for fourth quarter 2011 and full year 2011, estimates regarding
carrying costs, business development opportunities and expected fees and expenses related to these business development opportunities, GEO’s ability to
maintain growth and strengthen contract relationships, and GEO’s ability to meet the increasing demand for correctional, detention, and residential treatment
services, and long-term growth prospects in its industry. Factors that could cause actual results to vary from current expectations and forward-looking statements
contained in this Form 8-K include, but are not limited to those factors contained in GEO’s Securities and Exchange Commission filings, including the Form 10-
K, 10-Q and 8-K reports.

Section  9 – Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits
 
Exhibit

No.   Description

99.1   Press Release, dated November 2, 2011, announcing GEO’s financial results for the fiscal quarter ended October 2, 2011.

99.2   Transcript of Conference Call discussing GEO’s financial results for the fiscal quarter ended October 2, 2011.
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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
hereunto duly authorized.
 

  THE GEO GROUP, INC.

November 8, 2011   By: /s/    Brian R. Evans
Date    Brian R. Evans

   Senior Vice President and Chief Financial Officer
   (Principal Financial Officer)
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Exhibit

No.   Description

99.1   Press Release, dated November 2, 2011, announcing GEO’s financial results for the fiscal quarter ended October 2, 2011.

99.2   Transcript of Conference Call discussing GEO’s financial results for the fiscal quarter ended October 2, 2011.
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NEWS RELEASE

 

One Park Place, Suite 700 n 621 Northwest 53  Street n Boca Raton, Florida 33487 n www.geogroup.com

CR-11-21

THE GEO GROUP REPORTS THIRD QUARTER 2011 RESULTS
 
•  3Q11 Net Income of $21.3 Million - $0.34 Earnings Per Share
 

•  3Q11 Pro Forma Net Income increased to $26.1 Million - $0.41 Pro Forma Earnings Per Share
 

•  Updated 4Q11 Pro Forma EPS Guidance of $0.39 to $0.40
 

•  4Q Guidance Reflects $0.01 to $0.015 Per Share in Quarterly Carrying Costs Related to GEO’s North Lake Correctional Facility in Michigan
 

•  Increased 2011 Adjusted Funds from Operations Guidance to $2.95 to $3.00 Per Share

Boca Raton, Fla. – November 2, 2011 — The GEO Group, Inc. (NYSE: GEO) (“GEO”) today reported third quarter and first nine months of 2011 financial
results. GEO reported total revenues for the third quarter 2011 of $406.8 million compared to total revenues of $327.9 million for the third quarter 2010. GEO
reported net income for the third quarter 2011 of $21.3 million, or $0.34 per diluted share, compared to net income of $5.0 million, or $0.09 per diluted share for
the third quarter of 2010. GEO’s third quarter 2011 net income includes $4.3 million, after-tax, in start-up/transition expenses; $0.3 million, after-tax, in
international bid and proposal expenses, and a $0.2 million after-tax income effect related to the loss attributable to non-controlling interests.

Excluding these items, GEO reported Pro Forma net income of $26.1 million, or $0.41 per diluted share, for the third quarter 2011 compared to Pro Forma net
income of $22.5 million, or $0.39 per diluted share for the third quarter 2010.

For the first nine months of 2011, GEO reported total revenues of $1.2 billion compared to total revenues of $895.6 million for the first nine months of 2010. Net
income for the first nine months of 2011 increased to $58.8 million, or $0.91 per diluted share, from $39.7 million, or $0.75 per diluted share, for the first nine
months of 2010. Pro forma net income for the first nine months of 2011 increased to $74.6 million, or $1.16 per diluted share, from pro forma net income of
$58.5 million, or $1.10 per diluted share for the first nine months of 2010.

George C. Zoley, Chairman and Chief Executive Officer of GEO, said: “We are pleased with our strong third quarter earnings results. While we have experienced
some contract discontinuations, which will impact the fourth quarter, our core operations in Detention & Corrections and GEO Care continue to deliver sound
operational performance and strong earnings results. We have increased our Adjusted Funds from Operations guidance for 2011 to approximately $3.00 per share,
which is indicative of the strength of our core operations. Our strong cash flows will continue to give us the ability to return value to our shareholders as
evidenced by the execution of our share repurchase program during the third quarter. We continue to be very optimistic about the demand for our diversified
services. We are currently pursuing procurements and future potential business development opportunities in the U.S. and internationally, which total
approximately 30,000 beds.”

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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Pro forma net income excludes M&A related expenses, net of tax, net loss attributable to non-controlling interests, start-up/transition expenses, net of tax,
international bid and proposal expenses, net of tax, and loss on extinguishment of debt, net of tax, as set forth in the table below, which presents a reconciliation
of pro forma net income to net income for the third quarter and the first nine months of 2011 and 2010.

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 net income.

Table 1. Reconciliation of Pro Forma Net Income to Net Income
 

(In thousands except per share data)
  

13 Weeks Ended
2-Oct-11    

13 Weeks Ended
3-Oct-10    

39 Weeks Ended
2-Oct-11    

39 Weeks Ended
3-Oct-10  

Net Income   $ 21,293    $ 5,010    $ 58,836    $ 39,743  
Start-up/transition expenses, net of tax    4,330     2,287     9,867     2,287  
International bid and proposal expenses, net of

tax    287     —       703     —    
Net loss attributable to non-controlling

interests    225     271     1,050     227  
M&A Related Expenses, net of tax    —       10,206     4,129     11,519  
Loss on Extinguishment of Debt, net of tax    —       4,758     —       4,758  

    
 

    
 

    
 

    
 

Pro forma net income   $ 26,135    $ 22,532    $ 74,585    $ 58,534  
    

 

    

 

    

 

    

 

Diluted earnings per share   $ 0.34    $ 0.09    $ 0.91    $ 0.75  
Start-up/transition expenses, net of tax    0.07     0.04     0.15     0.04  
International bid and proposal expenses, net of

tax    —       —       0.01     —    
Net loss attributable to non-controlling

interests    —       —       0.02     —    
M&A Related Expenses, net of tax    —       0.18     0.07     0.22  
Loss on Extinguishment of Debt, net of tax    —       0.08     —       0.09  

    
 

    
 

    
 

    
 

Diluted pro forma earnings per share   $ 0.41    $ 0.39    $ 1.16    $ 1.10  
    

 

    

 

    

 

    

 

Weighted average common shares outstanding-
diluted    63,555     58,198     64,388     53,044  

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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Business Segment Results

The following table presents a summary of GEO’s segment results for the third quarter and the first nine months of 2011 and 2010.

Table 2. Business Segment Results
 
(In thousands except Compensated Mandays and Revenue Producing Beds)

  
13 Weeks Ended

2-Oct-11   
13 Weeks Ended

3-Oct-10   
39 Weeks Ended

2-Oct-11   
39 Weeks Ended

3-Oct-10  
Revenues      

U.S. Detention & Corrections   $ 243,952   $ 217,808   $ 727,256   $ 599,598  
GEO Care    109,729    60,934    317,475    135,409  
International Services    53,166    47,553    161,580    138,142  
Facility Construction & Design    —      1,638    119    22,421  

    
 

   
 

   
 

   
 

  $ 406,847   $ 327,933   $ 1,206,430   $ 895,570  
    

 

   

 

   

 

   

 

Operating Expenses      
U.S. Detention & Corrections   $ 175,729   $ 154,686   $ 522,631   $ 429,922  
GEO Care    83,974    50,757    243,901    114,645  
International Services    47,975    44,523    149,037    129,008  
Facility Construction & Design    43    1,134    82    20,773  

    
 

   
 

   
 

   
 

  $ 307,721   $ 251,100   $ 915,651   $ 694,348  
    

 

   

 

   

 

   

 

Depreciation & Amortization Expense      
U.S. Detention & Corrections   $ 14,017   $ 11,048   $ 40,272   $ 27,131  
GEO Care    7,429    1,905    19,956    3,679  
International Services    528    431    1,604    1,286  
Facility Construction & Design    —      —      —      —    

    
 

   
 

   
 

   
 

  $ 21,974   $ 13,384   $ 61,832   $ 32,096  
    

 

   

 

   

 

   

 

Compensated Mandays      
U.S. Detention & Corrections    4,366,343    3,936,360    13,002,040    10,918,159  
GEO Care    478,249    369,956    1,452,279    747,767  
International Services    632,548    645,697    1,924,883    1,886,492  

    
 

   
 

   
 

   
 

   5,477,140    4,952,013    16,379,202    13,552,418  
    

 

   

 

   

 

   

 

Revenue Producing Beds      
U.S. Detention & Corrections    50,587    48,477    50,587    48,477  
GEO Care    5,971    6,276    5,971    6,276  
International Services    7,149    7,147    7,149    7,147  

    
 

   
 

   
 

   
 

   63,707    61,900    63,707    61,900  
    

 

   

 

   

 

   

 

Average Occupancy      
U.S. Detention & Corrections    95.4%   93.8%   94.6%   94.1% 
GEO Care    87.4%   89.2%   87.1%   92.6% 
International Services    100.0%   100.0%   100.0%   100.0% 

   95.1%   94.2%   94.5%   94.8% 

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  



NEWS RELEASE
 
U.S. Detention & Corrections

For the third quarter of 2011, U.S. Detention & Corrections revenue increased by approximately $26.1 million year-over-year. This revenue increase was driven
primarily by GEO’s acquisition of Cornell Companies, Inc. (“Cornell”) in August 2010; the fourth quarter 2010 opening of the Blackwater Correctional Facility
in Florida; and the activation of a new contract with the Federal Bureau of Prisons at the D. Ray James Correctional Facility in Georgia in October 2010. These
factors were offset by the third quarter 2010 transition of managed-only contracts for the Graceville Correctional Facility and the Moore Haven Correctional
Facility in Florida, and the Bridgeport Correctional Center, North Texas Intermediate Sanction Facility and South Texas Intermediate Sanction Facility in Texas.

GEO Care

For the third quarter of 2011, GEO Care revenue increased by approximately $48.8 million year-over-year. This revenue increase was driven primarily by GEO’s
acquisitions of Cornell in August 2010 and BI Incorporated (“BI”) in February 2011 as well as the activation of the 100-bed Montgomery County Mental Health
Treatment Facility in Texas in March 2011.

International Services

For the third quarter of 2011, International Services revenue increased by approximately $5.6 million year-over-year driven primarily by positive foreign
exchange rate fluctuations offset by the discontinuation of the Campsfield House Immigration Removal Centre in the United Kingdom in the second quarter of
2011.

Adjusted EBITDA

Third quarter 2011 Adjusted EBITDA increased to $82.2 million from $63.3 million in the third quarter of 2010. For the first nine months of 2011, Adjusted
EBITDA increased to $237.0 million from $157.0 million for the first nine months of 2010.

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 net income for the third quarter and the first nine months of
2011 and 2010.

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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Table 3. Reconciliation from Adjusted EBITDA to Net Income
 

(In thousands)
  

13 Weeks Ended
2-Oct-11    

13 Weeks Ended
3-Oct-10    

39 Weeks Ended
2-Oct-11    

39 Weeks Ended
3-Oct-10  

Net Income   $ 21,293    $ 5,010    $ 58,836    $ 39,743  
Interest expense, net    17,560     10,183     50,735     23,730  
Income tax provision    12,649     7,547     35,308     28,560  
Depreciation and amortization    21,974     13,384     61,832     32,096  
Tax provision on equity in earnings of

affiliate    118     449     1,705     1,672  
    

 
    

 
    

 
    

 

EBITDA   $ 73,594    $ 36,573    $ 208,416    $ 125,801  

Adjustments, pre-tax         
Net loss attributable to non-controlling

interests   $ 225    $ 271    $ 1,050    $ 227  
Stock Based Compensation    1,245     1,167     4,843     3,533  
Start-up/transition expenses    6,717     3,812     15,280     3,812  
International bid and proposal expenses    446     —       1,091     —    
M&A Related Expenses    —       13,544     6,308     15,688  
Loss on Extinguishment of Debt    —       7,933     —       7,933  

    
 

    
 

    
 

    
 

Adjusted EBITDA   $ 82,227    $ 63,300    $ 236,988    $ 156,994  
    

 

    

 

    

 

    

 

Adjusted Funds from Operations

Adjusted Funds from Operations for the third quarter of 2011 was $54.6 million compared to $42.9 million for the third quarter of 2010. For the first nine months
of 2011, Adjusted Funds from Operations increased to $149.2 million from $97.0 million for the first nine months of 2010.

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 Funds from Operations. The following table presents a reconciliation from Adjusted Funds from Operations to net income for the third quarter
and the first nine months of 2011 and 2010.

Table 4. Reconciliation of Adjusted Funds from Operations to Net Income
 

(In thousands)
  

13 Weeks Ended
2-Oct-11   

13 Weeks Ended
3-Oct-10   

39 Weeks Ended
2-Oct-11   

39 Weeks Ended
3-Oct-10  

Net Income   $ 21,293   $ 5,010   $ 58,836   $ 39,743  
Net loss attributable to non-controlling

interests    225    271    1,050    227  
Depreciation and Amortization    21,974    13,384    61,832    32,096  
Income Tax Provision    12,649    7,547    35,308    28,560  
Income Taxes Paid    (1,282)   (5,523)   (10,016)   (24,851) 
Stock Based Compensation    1,245    1,167    4,843    3,533  
Maintenance Capital Expenditures    (8,906)   (4,002)   (24,100)   (10,292) 
Equity in Earnings of Affiliates, Net of

Income Tax    (272)   (1,149)   (2,352)   (2,868) 
Amortization of Debt Costs and Other Non-

Cash Interest    507    856    1,148    3,398  
Start-up/transition expenses    6,717    3,812    15,280    3,812  
M&A Related Expenses    —      13,544    6,308    15,688  
International bid and proposal expenses    446    —      1,091    —    
Loss on Extinguishment of Debt    —      7,933    —      7,933  

    
 

   
 

   
 

   
 

Adjusted Funds from Operations   $ 54,596   $ 42,850   $ 149,228   $ 96,979  
    

 

   

 

   

 

   

 

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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2011 Financial Guidance

GEO issued revised financial guidance for 2011. GEO expects fourth quarter 2011 total revenues to be in the range of $405 million to $410 million. GEO expects
fourth quarter 2011 pro forma earnings to be in a range of $0.39 to $0.40 per share, excluding $0.05 to $0.06 in after-tax start-up/transition expenses and
international bid and proposal costs.

GEO’s revised fourth quarter 2011 guidance is primarily impacted by the discontinuation of GEO’s contract with the California Department of Corrections and
Rehabilitation for the housing of inmates at GEO’s North Lake Correctional Facility (the “Facility”) in Michigan. As a result of this contract discontinuation,
GEO expects to incur $0.01 to $0.015 per share in quarterly carrying costs, beginning in the fourth quarter 2011, while the Facility remains idle.

GEO expects 2011 total revenues to be in the range of $1.61 billion to $1.62 billion. GEO expects 2011 pro forma earnings to be in a range of $1.54 to $1.55 per
share, excluding acquisition-related expenses, start-up/transition expenses, and international bid and proposal costs.

GEO maintained its 2011 guidance for Adjusted EBITDA in a range of $320 million to $325 million and increased its Adjusted Funds from Operations guidance
to a range of $185 million to $190 million, or $2.95 to $3.00 per share. GEO’s improved guidance for 2011 Adjusted Funds from Operations reflects lower than
expected cash tax payments.

Stock Repurchase Program

On July 14, 2011, GEO’s Board of Directors approved a stock repurchase program of up to $100.0 million of GEO’s common stock effective through
December 31, 2012. Through the end of the third quarter 2011, GEO had repurchased approximately 2.5 million shares of its common stock through open-market
transactions for approximately $50.0 million.

Conference Call Information

GEO has scheduled a conference call and simultaneous webcast at 11:00 AM (Eastern Time) today to discuss GEO’s third quarter 2011 financial results as well as
its progress and outlook. The call-in number for the U.S. is 1-888-679-8035 and the international call-in number is 1-617-213-4848. The participant pass-code for
the conference call is 57759424. In addition, a live audio webcast of the conference call may be accessed on the Conference Calls/Webcasts section of GEO’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, 2011 at 1-888-286-8010 (U.S.) and 1-617-801-6888 (International). The pass-code for the telephonic replay is
30445163.

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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About The GEO Group, Inc.

The GEO Group, Inc. 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 approximately
80,000 beds at 116 correctional, detention and residential treatment facilities, including projects under development.

Important Information on GEO’s Non-GAAP Financial Measures

Pro Forma Net Income, Adjusted EBITDA and Adjusted Funds From Operations are non-GAAP financial measures that are presented as supplemental
disclosures.

Pro Forma Net Income is defined as net income adjusted for net loss attributable to non-controlling interests, start-up/transition expenses, net of tax, international
bid and proposal expenses, net of tax, M&A-related expenses, net of tax, and loss on extinguishment of debt, net of tax. GEO believes that Pro Forma Net Income
is useful to investors as it provides information about the performance of GEO’s overall business because such measure eliminates the effects of certain unusual
or non-recurring charges that are not directly attributable to GEO’s underlying operating performance, it provides disclosure on the same basis as that used by
GEO’s management and it provides consistency in GEO’s financial reporting and therefore continuity to investors for comparability purposes. GEO’s
management uses Pro Forma Net Income 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 EBITDA is defined as net income before net interest expense, income tax provision, depreciation and amortization, and tax provision on equity in
earnings of affiliate, adjusted for net loss attributable to non-controlling interests, stock-based compensation, start-up/transition expenses, international bid and
proposal expenses, M&A-related expenses, and loss on extinguishment of debt. GEO believes that Adjusted EBITDA is useful to investors as it provides
information about the performance of GEO’s overall business because such measure eliminates the effects of certain unusual or non-recurring charges that are not
directly attributable to GEO’s underlying operating performance, it provides disclosure on the same basis as that used by GEO’s management and it provides
consistency in GEO’s financial reporting and therefore continuity to investors for comparability purposes. GEO’s management uses Adjusted EBITDA 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.

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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Adjusted Funds From Operations is defined as net income excluding depreciation and amortization, income tax provision, income taxes paid, stock-based
compensation, maintenance capital expenditures, net equity in earnings of affiliates and amortization of debt costs and other non-cash interest, net loss
attributable to non-controlling interests, start-up/transition expenses, international bid and proposal expenses, M&A-related expenses, and loss on extinguishment
of debt. GEO believes that Adjusted Funds From Operations is useful to investors as it provides information 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, it provides disclosure on the same basis as
that used by GEO’s management and it provides consistency in GEO’s financial reporting and therefore continuity to investors for comparability purposes. GEO’s
management uses Adjusted Funds From Operations 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.

A reconciliation of these non-GAAP measures to the most directly comparable GAAP measurements of these items is included in Tables 1, 3 and 4, respectively.

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 financial guidance for fourth quarter 2011 and full year 2011, business development opportunities
and expected fees and expenses related to these business development opportunities, our ability to maintain growth and strengthen contract relationships, our
ability to meet the increasing demand for correctional, detention, and residential treatment services, and long-term growth prospects in our industry. 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 2011 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) the risk that the BI business will not be integrated successfully or that such integration may be more
difficult, time-consuming or costly than expected; (4) the risk that the expected increased revenues resulting from the acquisition of Cornell and BI may not be
fully realized or may take longer to realize than expected; (5) the risk that the cost synergies from the Cornell and BI transactions may not be fully realized or
may take longer to realize than expected; (6) any difficulties encountered in maintaining relationships with customers, employees or suppliers as a result of the
transactions with Cornell and BI; (7) GEO’s ability to access the capital markets in the future on satisfactory terms or at all; (8) risks associated with GEO’s
ability to control operating costs associated with contract start-ups; (9) 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; (10) GEO’s ability to win management contracts for which it has submitted
proposals and to retain existing management contracts; (11) GEO’s ability to obtain future financing on acceptable terms; (12) GEO’s ability to sustain company-
wide occupancy rates at its facilities; and (13) other factors contained in GEO’s Securities and Exchange Commission filings, including the Form 10-K, 10-Q and
8-K reports.
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  



NEWS RELEASE
 
Third quarter and first nine months of 2011 financial tables to follow:

THE GEO GROUP, INC.
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

FOR THE THIRTEEN AND THIRTY-NINE WEEKS ENDED
OCTOBER 2, 2011 AND OCTOBER 3, 2010

(In thousands, except per share data)
(UNAUDITED)

 
   Thirteen Weeks Ended   Thirty-nine Weeks Ended  
   October 2, 2011  October 3, 2010  October 2, 2011  October 3, 2010 
Revenues   $ 406,847   $ 327,933   $ 1,206,430   $ 895,570  
Operating expenses    307,721    251,100    915,651    694,348  
Depreciation and amortization    21,974    13,384    61,832    32,096  
General and administrative expenses    25,922    33,925    86,420    72,028  

    
 

   
 

   
 

   
 

Operating income    51,230    29,524    142,527    97,098  
Interest income    1,767    1,734    4,965    4,448  
Interest expense    (19,327)   (11,917)   (55,700)   (28,178) 
Loss on extinguishment of debt    —      (7,933)   —      (7,933) 

    
 

   
 

   
 

   
 

Income before income taxes and equity in earnings of affiliates    33,670    11,408    91,792    65,435  
Provision for income taxes    12,649    7,547    35,308    28,560  
Equity in earnings of affiliates, net of income tax provision of $118, $449, $1,705

and $1,672    272    1,149    2,352    2,868  
    

 
   

 
   

 
   

 

Net income    21,293    5,010    58,836    39,743  
Net loss attributable to noncontrolling interests    225    271    1,050    227  

    
 

   
 

   
 

   
 

Net income attributable to The GEO Group, Inc.   $ 21,518   $ 5,281   $ 59,886   $ 39,970  
    

 

   

 

   

 

   

 

Weighted-average common shares outstanding:      
Basic    63,340    57,799    64,028    52,428  

    

 

   

 

   

 

   

 

Diluted    63,555    58,198    64,388    53,044  
    

 

   

 

   

 

   

 

Income per Common Share Attributable to The GEO Group, Inc. — Basic   $ 0.34   $ 0.09   $ 0.94   $ 0.76  
    

 

   

 

   

 

   

 

Income per Common Share Attributable to The GEO Group, Inc. — Diluted   $ 0.34   $ 0.09   $ 0.93   $ 0.75  
    

 

   

 

   

 

   

 

Comprehensive income:      
Net income   $ 21,293   $ 5,010   $ 58,836   $ 39,743  
Total other comprehensive income (loss), net of tax    (7,521)   5,208    (6,719)   2,308  

    
 

   
 

   
 

   
 

Total comprehensive income    13,772    10,218    52,117    42,051  
Comprehensive loss attributable to noncontrolling interests    325    214    1,160    185  

    
 

   
 

   
 

   
 

Comprehensive income attributable to The GEO Group, Inc.   $ 14,097   $ 10,432   $ 53,277   $ 42,236  
    

 

   

 

   

 

   

 

— More —
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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THE GEO GROUP, INC.
CONSOLIDATED BALANCE SHEETS

OCTOBER 2, 2011 AND JANUARY 2, 2011
(In thousands, except share data)

 
   October 2, 2011   January 2, 2011 
   (Unaudited)      

ASSETS     
Current Assets     

Cash and cash equivalents   $ 43,956    $ 39,664  
Restricted cash and investments (including VIEs  of $34,048 and $34,049, respectively)    41,033     41,150  
Accounts receivable, less allowance for doubtful accounts of $2,410 and $1,308    274,294     275,778  
Deferred income tax assets, net    44,972     29,115  
Prepaid expenses and other current assets    21,611     36,377  

    
 

    
 

Total current assets    425,866     422,084  
    

 
    

 

Restricted Cash and Investments (including VIEs of $30,078 and $33,266, respectively)    53,274     49,492  
Property and Equipment, Net (including VIEs of $163,801 and $167,209, respectively)    1,673,851     1,511,292  
Assets Held for Sale    3,998     9,970  
Direct Finance Lease Receivable    31,673     37,544  
Deferred Income Tax Assets, Net    936     936  
Goodwill    512,669     236,594  
Intangible Assets, Net    205,131     87,813  
Other Non-Current Assets    83,192     56,648  

    
 

    
 

Total Assets   $ 2,990,590    $ 2,412,373  
    

 

    

 

LIABILITIES AND SHAREHOLDERS’ EQUITY     
Current Liabilities     

Accounts payable   $ 72,216    $ 73,880  
Accrued payroll and related taxes    47,772     33,361  
Accrued expenses    129,534     118,472  
Current portion of capital lease obligations, long-term debt and non-recourse debt (including VIEs of $20,770 and

$19,365, respectively)    51,204     41,574  
    

 
    

 

Total current liabilities    300,726     267,287  
    

 
    

 

Deferred Income Tax Liabilities    99,142     55,318  
Other Non-Current Liabilities    59,322     46,862  
Capital Lease Obligations    13,363     13,686  
Long-Term Debt    1,310,771     798,336  
Non-Recourse Debt (including VIEs of $109,001 and $132,078, respectively)    162,033     191,394  
Total shareholders’ equity    1,045,233     1,039,490  

    
 

    
 

Total Liabilities and Shareholders’ Equity   $ 2,990,590    $ 2,412,373  
    

 

    

 

 
 Variable interest entities or “VIEs”

- End -
 
Contact:  Pablo E. Paez  (866) 301 4436            

 Vice President, Corporate Relations  
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PRESENTATION
  
Operator

Good day, ladies and gentlemen. And welcome to the third quarter 2011 GEO Group earnings conference call.

My name is Cathy, and I’ll be your operator for today. At this time all participants are in a listen-only mode. Later we will conduct a question-and-answer session.
(Operator Instructions) As a reminder this conference is being recorded for replay purposes.

I would now like to turn the conference over to your host for today’s call, Mr. Pablo Paez, Vice President of Corporate Relations. Please proceed.
  
Pablo Paez - Geo Group Inc – Vice President of Corporate Relations

Thank you, Operator. Good morning, everyone. And thank you for joining us for today’s discussion of the GEO Group’s third quarter 2011 earnings results. With
us today is George Zoley, Chairman and Chief Executive Officer; Brian Evans, Chief Financial Officer; John Hurley, President of GEO Corrections & Detention,
and Jorge Dominicis, President of GEO Care.

This morning we will discuss our third quarter performance and current business development activities. We 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 we will discuss non-GAAP basis information. A
reconciliation from non-GAAP basis information to GAAP basis results is included in the press release we issued today. Additionally, much of the information we
will discuss today, including the answers we 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 fall within 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.
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With that, please allow me turn this call over to our Chairman and CEO, George Zoley. George?
  
George Zoley - Geo Group Inc - Chairman, CEO

Thanks, Pablo, and good morning to everyone. Thank you for joining us as we review our third quarter results and provide an update on our business
development efforts.

Our core operations in US Detentions and Corrections GEO Care and International Services have continued to deliver solid performance and strong quarterly
earnings. We continue to be optimistic regarding the Outlook for new business development opportunities as current procurements and future potential
opportunities in our industry total approximately 30,000 beds in the US and internationally. During the quarter we achieved a number of operational milestones.
In the US we began the intake of immigration detainees at these 650-bed Adelanto Processing Center Processing Center East, which is a company-owned facility.
And as you may we are also building another 650-bed facility adjacent to the existing center and we expect to intake detainees at the new facility beginning in
August 2012, and that will also be Company-owned.

We also activated a new ten-year agreement at our Aurora, Colorado ICE facility which has increased the capacity from 432 to 525-beds, and also expanded our
transportation responsibilities at the facility. In the United Kingdom, we assumed the provision of prisoner escort and custody services under our contracts with
the UK Ministry of Justice. Under these contracts, our joint venture, GEOAmey, is now responsible for providing these services in approximately 80% of the
United Kingdom.

Additionally, our wholly-owned subsidiary, GEO UK, assumed the operation of the Dungavel Immigration Center in Scotland in late September. These important
project activations demonstrate the global demand for our diversified services. We are also developing four new projects totaling 3,300 new Company-owned
beds which we believe is the most beds under development for any correctional organization in the world, public or private. These new projects under
development are expected to open between December of this year and May of next year and will add more than $72 million in annualized revenues for our
Company. As governmental agencies around the world continue to look for cost efficient solutions in the provision of essential services, we believe we are in an
excellent position to grow our diversified business platform through our GEO continuum of care.

Now I would like to turn over the call over to, Brian, for our financial review.
  
Brian Evans - Geo Group Inc - SVP, CFO

Thank you, George. Good morning, everyone. As disclosed in our press release, we reported strong quarterly pro forma EPS of $0.41, ahead of the $0.39 per
share we reported in the third quarter a year ago. Our third quarter pro forma EPS excludes $0.07 per share in after-tax startup and transition expenses and
international bid and proposal costs. Our third quarter G&A expense reflects corporate expenses related to the transition and activation of our new prisoner escort
contracts in the UK, which George just discussed.

Our total revenues for the quarter increased to $407 million from $328 million a year ago. Breaking down each of our reporting segments, our US Detention &
Corrections third quarter revenues increased to $244 million from $218 million one-year ago. In comparison to third quarter 2010, our third quarter 2011 revenues
do not include the managed-only contracts for the Graceville and Moore Haven facilities in Florida, in the Gulf Port, North Texas and South Texas intermediate
sanction facilities in Texas, which were discontinued in late third quarter 2010. These facility discontinuations were offset by the activation of our new contract
with the Bureau of Prisons at our D. Ray James facility in Georgia, and the activation of the managed-owned Blackwater River facility in Florida. Both of which
began in the fourth quarter of 2010.

GEO Care’s third quarter revenue increased to $110 million from $61 million for last year’s third quarter. GEO Care’s 2011 third quarter revenues reflect the
acquisition of BI in February 2011 and Cornell in August 2010 and the activation of the Montgomery County, Texas facility in March of this year. Our
International Services revenues increased for the quarter to $53 million from $48 million one year ago, and finally, we did not have any construction revenues
during the quarter. Our Company-wide adjusted EBITDA for the quarter grew to approximately $82 million from $63 million last year. Additionally, we reported
adjusted funds from operations of approximately $55 million, compared to approximately $43 million for the same period last year.
 

2



Moving to our two financial guidance for 2011, as disclosed in our press release we have updated our fourth quarter and full-year guidance. We expect pro forma
earnings for the fourth quarter to be in a range of $0.39 to $0.40 per share. Excluding $0.05 to $0.06 in start-up and transition expenses in international bid and
proposal costs. Our total revenues for the fourth quarter are expected to be in a range of $405 million to $410 million. Our updated earnings guidance for the
fourth quarter reflects the discontinuation of our contract to house California inmates at our North Lake Correctional facility in Michigan. In early October, we
decided that we could no longer continue to operate the facility with 270 inmates without the near-term prospect of receiving additional inmates from the State of
California. We believe this was the right decision for our Company and we are actively marketing the facility to a number of prospective clients and hope to
reactivate the facility in the future.

The closure of our Michigan facility will result in carrying costs of approximately $0.01 to $0.015 per share during the fourth quarter. These carrying costs are
mostly non-cash and therefore have no impact on our adjusted EBITDA and cash flows. Our revenue guidance for the fourth quarter also reflects the closure of
our in-state California facilities. We expected quarterly earnings impact in carrying costs for our three in-state California facilities that are transitioning to idle to
be approximately $0.03 per share. That relates to the Leo Chesney, Central Valley and Desert View facilities.

As we have previously discussed, we are actively marketing the these three in-state facilities to local counties and federal agencies in California. Given the
location of these three facilities, we believe there will be substantial need for these beds both from local California counties as well as federal detention agencies.
Additionally, as George mentioned, we have 3,300 new Company-owned beds under development, which we will open between the end of this year and May of
next year. These new projects are expected to add more than $72 million in annualized revenues for our Company. As a result of our updated fourth quarter
guidance, we have updated our 2011 pro forma earnings to a range of $1.54 to $1.55 per share.

Our total revenues for 2011 are expected to be in a range of $1.61 billion to $1.62 billion. Notwithstanding the closure of our Michigan facility, we have
confirmed our 2011 adjusted EBITDA in a range of $320 million to $325 million. We have also increased our 2011 adjusted funds from operations guidance to a
range of $185 million to $190 million, or $2.95 to $3.00 per share. Our improved adjusted funds from operation guidance reflects lower-than-expected cash tax
payments. Our strong cash flows are indicative of the quality of our core operations. These strong cash flows will continue to give us the ability to return value to
our shareholders as we have during the third quarter with the implementation of our share repurchase program.

Turning to our capital availability, we currently have approximately $290 million in outstanding borrowings plus approximately $60 million set aside for letters of
credit under our $500 million revolver, leaving approximately $150 million in available borrowing capacity. With our available borrowing capacity, $44 million in
cash on hand and strong cash flows, we believe we are well positioned to continue to pursue future growth opportunities. With regards to our current capital
projects, as I mentioned we presently have four projects under development totaling approximately 3,300-beds, that will require approximately $100 million in
capital expenditures between the fourth quarter 2011 and the first half of 2012 to be completed.

While we continue to believe that the best use of our Company capital remains new organic growth opportunities, we also recognize that we may be able to
enhance our shareholders value with the repurchase of our common shares at times when we believe our stock is undervalued in the market and the expected
return of the stock buyback program meet or exceed our targeted returns on invested capital. To that end, our Board had authorized a stock buyback program of
up to $100 million effective through the end of 2012. Through the end of the third quarter we have purchased approximately 2.5 million shares for approximately
$50 million. We expect to continue to implement this program with an opportunistic strategy that maximizes the expected returns for our shareholders and does
not impede our Company’s continued growth prospects.

With that I will turn the call to, John Hurley, for an update on GEO Corrections & Detention.
  
John Hurley - Geo Group Inc - SVP North American Operations

Thanks, Brian, and good morning, everyone. I would like to address our business development efforts for GEO Corrections & Detention. I will start with the
federal market segment and the three federal government agencies that we serve, the Federal Bureau of Prisons, the United States Marshal Service and
Immigration and Customs Enforcement, or ICE.

With regards to our current projects under development at the federal level, we are completing the construction of a new 600-bed Civil Detention Center in
Karnes County, Texas, procured under an intergovernmental agreement between Karnes County and ICE. This $32 million Company-owned facility is expected
to be completed during the first quarter of 2012 and is expected to generate approximately $15 million in annualized revenues. As George mentioned, in
California, we recently began the intake of immigration detainees at the 650-bed Adelanto ICE Processing
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Center East. We are in the process of constructing a new $70 million, 650-bed center adjacent to the existing one and expect to begin the intake of detainees at the
new center in August of next year. At the full occupancy of 1,300-beds, the two centers are expected to generate approximately $42 million in annualized
revenues.

With regard to existing Federal contract re-bids, we were recently awarded the new ten-year agreement for our Aurora, Colorado facility, which has increased the
capacity at the facility from 432 to 525-beds and has also expanded our transportation responsibilities. The new contract is expected to generate approximately
$23 million in annual revenue. ICE has also issued a re-bid notice for our Company-owned 1,904-bed South Texas Detention complex in Pearsall, Texas. The
solicitation calls for an existing facility with a minimum capacity to house 1,800 detainees, and which has to be located within 30 miles of Interstate 35 between
San Antonio and Laredo. We expect an award decision before the end of the year.

As we have previously noted, our federal contracts have increasingly longer terms of 5, 10, and even 20-years when accounting for all renewal option periods. As
a result of this trend, most of our major owned or leased facilities housing federal populations will not be up for re-bid for several years which limits our exposure
to contract re-bids in any given year.

Now I would like to turn to the state market segment. As states across the country face budgetary pressures their ability to achieve cost savings becomes an even
more important priority which leads to increased interest in prison privatization projects. Many of our 12 state clients require additional beds as inmate
populations continue to increase and aging inefficient prisons need to be replaced with new, more cost-efficient facilities. With regard to our current projects
under development at the state level, we are completing construction of the new $80 million, 1,500-bed Riverbend Correctional facility in Georgia under a
contract with the Georgia Department of Corrections. We expect the 1,500-bed facility to generate approximately $28 million in annualized operating revenues
once it is completed in December of this year.

Georgia is an important new state market for GEO due to its size as the fourth-largest state corrections organization in the United States and its continuing need
for new facilities due to a combination of census growth and the replacement of older, more expensive facilities. In Indiana, we are currently constructing a 512-
bed expansion at the New Castle Correctional facility under an agreement with the Indiana Department of Corrections. We’re are funding the $21 million
expansion which is expected to open in the second quarter of 2012. This expansion is expected to achieve an additional $8 million in operating revenues with
profit margins consistent with other Company-owned facilities.

Turning now to new state solicitations, we remain very optimistic about the new growth opportunities in our industry. The states of Arizona and Florida have
pending procurements which total more than 20,000-beds. These state of Arizona has a pending RFP for 5,000 in-state beds, our proposal involving two state-
owned sites has been short listed, and the state is in the final stages of review. We expect an award for this procurement to be made this month. As you may recall
the State of Florida had issued an RFP for the management and operation of all correctional facilities in a broad geographic region known as Region Four, which
encompasses 29 facilities totaling more than 16,000-beds. This significant project is indicative of Florida’s desire to bundle services for better value and improve
the quality of services across the entire corrections spectrum.

For the first time a significant portion of Correctional Services in a broad geographical region would be privatized. The procurement was to be awarded under a
single contract with the start of January 1, 2012. In late September, a Florida Circuit Court ruled that the means through which the project was legislated was
unconstitutional creating a delay in the process. The Florida Attorney General has filed an appeal this week which will automatically stay the Circuit Court’s
ruling. We continue to believe that Florida has a desire to move forward with this important initiative and we will await new instructions on the procurement.
Additionally, we hope opportunities such as this one would development at the state level over the coming years as states across the country look for ways to
maximize savings and improve offender rehabilitation.

In New Hampshire, the state has recently announced that it intends to issue a procurement for a new correctional facility for up to 3,000-beds that would meet the
need for beds in that area of the country. This is another large-scale opportunity for our industry and we look forward to competing on this new potential project.
Next I would like to update you on our international business development efforts. As George mentioned, in late August we activated our new contracts with the
Ministry of Justice in the United Kingdom for the provision of prisoner escort and custody services in all of Wales and England, except London and East of
England, under our new joint venture, GEO Amey PECS. Our new GEO Amey joint venture employs approximately 3,000 professionals responsible for
approximately 500 vehicles and more than 2,600 daily offender movements.

With the new PECS contract in the UK, GEO is now the largest corrections transporter in the world. Additionally, in late September, our GEO UK subsidiary
assumed management of the 217-bed Dungavel House Immigration facility. This new contract is expected to have an annual revenue value of approximately $8
million. As result of the important contract awards in the UK, GEO has been assigned a crown representative from the UK government marking a significant
milestone in our efforts to grow our business presence in the UK market, which we believe will present additional growth opportunities in the near-future.
Specifically, the Ministry of Justice has begun the process to privatize nine existing public facilities which total approximately 6,000 beds.
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We recently attended a pre-bid conference in London on this procurement that is expected to result in a contract awards by the Fall of 2012. Companies are
permitted to bid up to 6 of the 9 prisons and can be awarded long-term contracts of 7 to 15 years for the management of no more than 4 prisons. We do not intend
to use our joint venture for this and future prison bids and will instead bid as GEO through our subsidiary GEO UK. This procurement is intended to be followed
by another involving 10 to 15 managed all new prisons. The 9 facilities that will be included in this year’s procurement, are Acklington, Castington, Durham
Hatfield, Lindholme, Moorland, Wolds, [Coldingley], [Onley] prisons. The Wolds prison is currently managed by a private operator, and the remaining 8 prisons
are currently operated by the public sector.

The facilities range in size from 260-beds at the Hatfield prison, to more than 1,100-beds at the Lindholme prison. In New Zealand, the government has issued a
procurement for the design, financing, construction and management of a new 960-bed prison. We have submitted our response for this procurement and expect a
contract award to be announced by mid-February next year. In South Africa, you may recall that the Department of Correctional Services had an RFP to privatize
the development and operation of four new 3,000-bed prisons, which have been pending since 2008. Unfortunately, the government has decided to cancel this
procurement at this time. We are disappointed with this decision but we will continue to monitor opportunities in South Africa in the future. As you can see we
are actively pursuing several meaningful opportunities in each of our core markets and we remain optimistic about the industry and are enthusiastic about our
position within that industry.

At this time I will turn the call to Jorge Dominicis for a review of GEO Care.
  
Jorge Dominicis - Geo Group Inc - President of Geo Care

Thanks, John. And good morning to everyone. Each of our GEO Care divisions continues to pursue several new growth opportunities. As you may remember our
residential treatment services division achieved a significant milestone in March with the activation of the 100-bed Montgomery County Health Treatment facility
in Texas, which is expected to generate approximately $12 million in annualized revenues. The opening of this facility marks our entry into the mental health
market in Texas which we believe may provide additional growth opportunities.

In fact, the state legislature this past session approved language for one additional state psychiatric hospital privatization which could represent 200 to 300-beds.
In addition to Texas, several states, including Georgia, Louisiana, South Carolina, North Carolina, Pennsylvania, Virginia and others have indicated a desire to
privatize one or more state psychiatric hospitals. In North Carolina, the state has issued an RFP for a 90-bed psychiatric hospital which is expected to be awarded
before year-end. In Virginia, we submitted an unsolicited proposal for the management of the state’s sexually violent predator facility involving approximately
250-beds. We expect the state to make a final decision on this proposal before year-end.

Our Community-based Services division has completed the operational integration of the VI Re-entry Services Group. In the fourth quarter, we will be opening
three new day reporting reentry centers and have an intent to award for a fourth center that should come online next year. Three of these centers are in California
and one is in Pennsylvania. Also, we are pursuing a number of new business development opportunities in this division. We expect to compete for several formal
solicitations from the Federal Bureau of Prisons for community-based re-entry centers across the country.

Additionally, we are working with our existing local and state correctional clients to leverage new opportunities in the provision of community-based re-entry
services, in both residential facilities as well as nonresidential day reporting centers. Our Youth Services Division continues to work towards maximizing the
utilization of our existing asset base. We have already undertaken a number of marketing and consolidation initiatives to increase the overall utilization of our
existing Youth Services facilities in states like Pennsylvania, Ohio, Illinois, Texas and Colorado. We are very optimistic these efforts will improve the utilization
of our Youth facilities and the overall financial performance there.

Finally, our BI subsidiary continues to successfully market its supervision and electronic monitoring services to local, state and federal correctional agencies
nationwide. BI is the world’s largest electronic monitoring service provider and recently reached a new milestone with the provision of monitoring services and
devices for more than 67,000 individuals. We expect a number of correctional agencies across the United States to increase the use of electronic monitoring
technologies to supervise offenders who have been placed under community supervision. In the UK, we expect to participate in a pre-bid conference in late
November for an opportunity involving the provision of electronic monitoring services in five different regions of the country. This new contract would involve
monitoring in excess of 20,000 individuals on a daily basis. Financially, it represents the largest, single, electronic monitoring contract opportunity in the world.
Here as well we will not use our GEO Amey joint venture but will be bidding instead as GEO.
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At this time I would like to turn the call back to Dr. Zoley for his closing remarks.
  
George Zoley - Geo Group Inc - Chairman, CEO

While we have experienced a few challenges this last quarter, particularly relating to our California contracts, our core operations in the US, internationally
continue to deliver solid operational and financial performance. Our industry continues to experience overall positive trends with the most active business
development market we have ever seen. Our diversified business units are pursuing current procurements and future potential opportunities totaling
approximately 30,000-beds between our US and international markets. We continue to execute on multiple growth initiatives which we believe will increase
shareholder value from the continued aggressive pursuit of organic growth opportunities to the integration of our strategic diversification efforts as well as the
implementation of a $100 million stock buyback program.

As I have expressed to you in the past, we view all of these initiatives as complementary and none are pursued to the detriment of the others. As we have
discussed today, we are currently developing 3,300 new Company-owned beds which we believe represents more beds under development than any other
correctional organization in the world, public or private. We now have 20,000 employees and 116 facilities worldwide. We believe that our diversified growth and
investment strategy has positioned GEO as the leading provider of corrections detention and treatment services through a GEO continuum of care that can deliver
performance-based outcomes and significant cost savings for our clients worldwide.

This concludes our presentation, we would now like to open the call to your questions.

QUESTION AND ANSWER
  
Operator

Thank you, sir. (Operator Instructions) Kevin Campbell, Avondale Partners.
  
Kevin Campbell - Avondale Partners - Analyst

I was hoping first, John, you could just confirm something I thought I heard you say about the UK. Did you say that beyond the existing 9 facilities that are going
to be put out for bid, you expect another 10 to 15 to be put out?
  
John Hurley - Geo Group Inc - SVP North American Operations

That’s correct.
  
Kevin Campbell - Avondale Partners - Analyst

Can you give us a sense in terms of the number of the beds in those 10 to 15?
  
John Hurley - Geo Group Inc - SVP North American Operations

Not at this point. We expect those facilities to be determined by the Ministry of Justice and they have not disclosed that yet.
  
Kevin Campbell - Avondale Partners - Analyst

Can you give us an average facility size in the UK? It sounds like from the other opportunities, it’s nine facilities, 6,000 beds. Maybe it’s two-thirds of the size
here; maybe 6,500 to 10,000 beds? Is that—?
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George Zoley - Geo Group Inc - Chairman, CEO

I would guess about 10,000 beds. And as John said, it hasn’t been named yet. It was stated at the pre-bid conference, that will be the next procurement after this.
And the current procurement will go through late next year, at which time awards will be decided, and I think they will be all-implement. And they’re trying to do
something similar to Florida and that is to transition all the facilities, almost on a simultaneous basis, by the end of next year.
  
Kevin Campbell - Avondale Partners - Analyst

So for the existing 6,000, that could be a 2013 event and these others are more likely 2014 at the earliest?
  
John Hurley - Geo Group Inc - SVP North American Operations

That’s right. They next procurement would begin in 2013. And probably last about a year.
  
Kevin Campbell - Avondale Partners - Analyst

George’s comments about GEO Care in the centers in California and Pennsylvania; I want to get some additional details on that. There were a total of 3 centers.
Are these halfway houses? I think you talked a quarter or 2 ago about some opportunities with the BOP for some halfway house beds? Is this the fruition of some
of those?
  
George Zoley - Geo Group Inc - Chairman, CEO

No. These are daily reporting centers.
  
Kevin Campbell - Avondale Partners - Analyst

Okay. This is different. Can you give a sense of the magnitude of revenues? I guess it’s pretty small with a typical day reporting center?
  
George Zoley - Geo Group Inc - Chairman, CEO

About $1.5 million in revenue between the three and the fourth that has been awarded, but is not been formally done yet. But would be probably similar, maybe
$1 million to $1.5 million.
  
Kevin Campbell - Avondale Partners - Analyst

So, for the others, just to be clear, the $1.5 million, it’s not $1.5 million each, it’s $1.5 million total for the 3?
  
George Zoley - Geo Group Inc - Chairman, CEO

Correct.
  
Kevin Campbell - Avondale Partners - Analyst

Okay, then maybe, John, you could talk about the community correctional facilities. We know the counties potentially will have a lot of demand from
realignment. Can you give some sense of any discussions you’re having with the counties at this point? Have you had any? Are they very early stages? Are they
late stages? Is there a real chance that we will see some of these beds used in the short-term or it more likely a year from now, 18 months from now?
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John Hurley - Geo Group Inc - SVP North American Operations

We have begun discussions on several fronts, but it’s so preliminary that I really wouldn’t offer a timetable at this point. We continue to be aggressive on our
conversations and have several opportunities in the near future that we think might develop.
  
George Zoley - Geo Group Inc - Chairman, CEO

We have indications of interest for partial use of the facilities because realignment is only just beginning to occur. It started October 1, and I think it’s going to be
phased in by virtue of the numbers. As the numbers build over the next several months, I think there will be more interest in our facilities. We’re just going to
have to be patient and wait for the demand to build to the point where we can afford to open up the entire facility because we are not inclined to open just a partial
facility.
  
Kevin Campbell - Avondale Partners - Analyst

Right. The North Lake facility, is there multiple customers you’re talking to about that, or is it really just one? Can you give us a sense at the interest level at this
point in North Lake from others?
  
George Zoley - Geo Group Inc - Chairman, CEO

We are talking to multiple customers that are state-oriented as well as federal agencies.
  
John Hurley - Geo Group Inc - SVP North American Operations

I think that’s a correct statement; it’s multiple prospects.
  
Kevin Campbell - Avondale Partners - Analyst

Maybe you can give us a sense of the revenue impact of your FX, and the guide-down from fourth quarter — revenue guidance? How much of that was just
purely an appreciation of the US dollar from Q2 to Q3?
  
Brian Evans - Geo Group Inc - SVP, CFO

In the guide down for the fourth quarter revenue?
  
Kevin Campbell - Avondale Partners - Analyst

How much was that?
  
Brian Evans - Geo Group Inc - SVP, CFO

About $2 million. $2 million to $3 million.
  
Kevin Campbell - Avondale Partners - Analyst

And will the guarantee that you have at the community correctional facilities, I know you had guarantees at some but not others. Will you continue to be paid for
those guarantees through the end of the contracts which I can’t remember if that was the end of — beginning of November or end of November? But, will you
still be paid for those?
  
George Zoley - Geo Group Inc - Chairman, CEO

Yes, we will.
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Operator

Manav Patnaik, Barclays Capital.
  
Manav Patnaik - Barclays Capital - Analyst

The question I had was on the pipeline. The Arizona and Florida would be the most near-term. I was wondering if you could help prioritize what 2012 would look
like in the first half, what contracts are you expecting in that time frame?
  
George Zoley - Geo Group Inc - Chairman, CEO

In the 2012 start-up schedule, is in the Karnes County Civil Detention Center, which is 600 beds, is expected in the first quarter time frame.
  
John Hurley - Geo Group Inc - SVP North American Operations

As well as Georgia. (Inaudible-Overlapping/Multiple Speakers)
  
George Zoley - Geo Group Inc - Chairman, CEO

First quarter it will be primarily those 2 facilities. The 1,500-bed facility in Georgia and the 600-bed Karnes Civil Detention facility in Texas. The second quarter
is the 500-bed facility in Indiana. The 500-bed expansion at Newcastle. And by the end of the second quarter or the beginning of the third, will be the other 650-
bed expansion at the Adelanto complex.
  
Manav Patnaik - Barclays Capital - Analyst

For the construction CapEx, can you tell us what that number was this quarter? You said between the next quarter and the first half of 2012 you expect another
100 million. Can you provide some sort of a split there?
  
Brian Evans - Geo Group Inc - SVP, CFO

This quarter growth CapEx is about $81 million, plus we also had the $50 million share buyback on top of that we executed on. And then going into fourth
quarter, around $55 million to $60 million and then the balance of $100 million. $45 million to $50 million in the first half 2012. We did more in Q1 than in Q2,
obviously.
  
Manav Patnaik - Barclays Capital - Analyst

My original question was not specific to your facilities opening in 2012, but what contracts in the industry pipeline, are you potentially expecting in that time
frame?
  
John Hurley - Geo Group Inc - SVP North American Operations

The most imminent would appear to be Arizona. They requested an extension to November 30 of all the proposers, which we are 1. We believe that they will
make an announcement by November 30. That’s the most imminent. I would think that Florida has the potential to follow that for an award before the end of the
year. George, are there any GEO Care potential awards?
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George Zoley - Geo Group Inc - Chairman, CEO

Yes, we have the Virginia unsolicited proposal that we believe is being very seriously considered, and that could be awarded before the end of the year. In North
Carolina we are currently in an RFP process and the award there is expected before the end of the year as well.
  
Manav Patnaik - Barclays Capital - Analyst

On the cash flow guidance, were you expecting less cash taxes? Can you give us what that expected number for 2011 is? Will that be 1 time and will we go back
to a normal payment in 2012?
  
Brian Evans - Geo Group Inc - SVP, CFO

To answer the second part of your question, it’s really the difference related to accelerated depreciation and properties and so forth. This year it is worth about $8
million to $10 million. Next year it depends on the tax rules are renewed around that stuff whether we will be able to take advantage of that in the future as well.
  
Manav Patnaik - Barclays Capital - Analyst

For 2011, the total cash taxes paid expectation is around $30 million to $33 million? I’m looking for a number to try to back into the guidance.
  
Brian Evans - Geo Group Inc - SVP, CFO

Let me look at it, I don’t have it in front of me.
  
Manav Patnaik - Barclays Capital - Analyst

In your EBITDA guidance that you maintain, what sort of the stock compensation assumption is in there?
  
Brian Evans - Geo Group Inc - SVP, CFO

Consistent with what we are currently disclosing.
  
Operator

Todd Van Fleet, First Analysis Securities.
  
Todd Van Fleet - First Analysis Securities - Analyst

I want to be sure I understood the situation in Florida. The appeal by the legislature meant that the case of the lower court ruling was stayed, right? Does that
prevent the state from moving forward without the formal vote by the legislature? What is the soonest that we could actually see this procurement move forward?
Is it the July time frame, or the January time frame next year?
  
George Zoley - Geo Group Inc - Chairman, CEO

At this point, because of the appeal, automatically the procurement could move forward.
  
Todd Van Fleet - First Analysis Securities - Analyst

So they could move forward if they wish today or tomorrow?
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George Zoley - Geo Group Inc - Chairman, CEO

Yes.
  
Todd Van Fleet - First Analysis Securities - Analyst

I don’t know if you have any thoughts on the case that was heard by the Supreme Court yesterday? What your views on it are? If you think it’s significant at all to
the way you manage the business, moving forward?
  
George Zoley - Geo Group Inc - Chairman, CEO

I think it will be helpful in preventing some of these frivolous suits from clogging up the federal courts. I think that’s the reason the Obama administration has
joined us in the suit. They see the validity of the argument and that will really help, not only all private companies, but all the agencies for whom they work for.
We are very optimistic about the outcome, and it will be helpful operationally as well as financially.
  
Todd Van Fleet - First Analysis Securities - Analyst

George, is it the kind of thing where if the ruling went in the favor of the industry, is it the kind of thing where you would expect to accrue less in the way of
expense for potential or future liabilities or that sort of thing?
  
George Zoley - Geo Group Inc - Chairman, CEO

Yes. Going into federal court is much more costly than going into state court.
  
Todd Van Fleet - First Analysis Securities - Analyst

Has the Company increased the amount of its accruals related to legal activity at large over the course of the past 12 to 24 months?
  
George Zoley - Geo Group Inc - Chairman, CEO

Well, we have by virtue of our acquisitions but not by the nature of these suits. We have had these kinds of suits I guess from the beginning. They are expensive
because you have to hire different kinds of attorneys that practice in federal court, and the reserves reflect the anticipated cost of that kind of litigation. If that kind
of litigation through the Supreme Court is eliminated, it will be helpful in resulting in smaller reserves based on litigation involving only the state court’s.
  
Todd Van Fleet - First Analysis Securities - Analyst

Brian, did I hear you in the background there saying, no, you haven’t made any changes?
  
Brian Evans - Geo Group Inc - SVP, CFO

Our reserve policy has remained consistent except for the addition of new business and growth.
  
Operator

Tobey Sommer, Suntrust.
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Tobey Sommer - SunTrust Robinson Humphrey - Analyst

In your prepared remarks you mentioned specifically a couple times on some of the international contracts that you are bidding under the GEO subsidiary, versus
any type of partnership. Can you give us a little color on the decision to do that and what factored in there?
  
George Zoley - Geo Group Inc - Chairman, CEO

I think the GEO Amey joint venture in the UK was a one-off special purpose vehicle to pursue prisoner transport in that country which we don’t presently provide
anywhere. With respect to these new opportunities, we think that we are well-positioned based on our UK presence and some additional resources that will be
provided in the UK organization to pursue the prison opportunities as well as electronic monitoring opportunities.
  
Tobey Sommer - SunTrust Robinson Humphrey - Analyst

That’s helpful. Could you give us the impact of either BI or electronic monitoring in the quarter as a percentage of revenue or dollar amount? Talk about what you
see going forward in terms of pricing?
  
Brian Evans - Geo Group Inc - SVP, CFO

BI total revenue contribution is about $30 million a quarter. What was the second part of your question?
  
Tobey Sommer - SunTrust Robinson Humphrey - Analyst

The pricing that you are seeing out there?
  
Brian Evans - Geo Group Inc - SVP, CFO

Pricing is more competitive and it is in part related to bigger opportunities. Historically, electronic monitoring opportunities were very small, 50 units here, 100
units there. But now we are seeing much larger opportunities, and the economy [to scale drives] down pricing.
  
Tobey Sommer - SunTrust Robinson Humphrey - Analyst

In South Africa, the 3,000-bed contract that was canceled at this time. Any color on either whether that could resurface or anything you have heard around that?
  
George Zoley - Geo Group Inc - Chairman, CEO

We think it definitely could resurface because the treasury officials who control the budget have been consistently adamantly in favor of the private development
and management of future facilities. So we have reason to be optimistic. The other award that we are expecting in early next year would be an announcement by
New Zealand, I believe sometime in the first quarter of next year.
  
Operator

Kevin McVeigh, Macquarie.
  
Kevin Mcveigh - Macquarie Research Equities - Analyst

Quick question on the buyback. It seems like you aggressively redeployed capital in the quarter. Should we expect that to be increased? I think there’s about $50
million left? Any thoughts on that in the near term?
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George Zoley - Geo Group Inc - Chairman, CEO

I think we already provided our remarks on that, we will continue to monitor it against our capital and other opportunities that make sense, we will continue to
pursue it.
  
Kevin Mcveigh - Macquarie Research Equities - Analyst

In terms of Florida, is it still expected to start on January 1, or do you think the implementation will be pushed back a little bit?
  
George Zoley - Geo Group Inc - Chairman, CEO

I think it can still start January 1. The delay in the procurement occurred 3 days before the actual delivery. I think everybody has completed their proposals and
are waiting to submit, if they haven’t already submitted. It’s just a matter of receiving instructions on how they will proceed, on what legal basis, and we’re ready
to turn around our proposal immediately.
  
Brian Evans - Geo Group Inc - SVP, CFO

I wanted to go back to Manav’s question earlier regarding the cash tax. The cash tax will be around $25 million, or so. For 3 quarters, we’ve paid about
(inaudible), that’s about $15 million for the year.
  
Operator

(Operator Instructions) Clinton Fendley, Davenport & Co.
  
Clinton Fendley - Davenport & Company - Analyst

On the opportunities that you are seeing to privatize several of the psychiatric hospitals across various states. I’m wondering what are the states looking for here?
Is it more for an opportunity of savings at their facilities or a better outcomes?
  
George Zoley - Geo Group Inc - Chairman, CEO

They are looking for both. There is a general consensus that the private sector has a lot of experience with healthcare and does a better job than state-operated
healthcare. At the same time, I think that applies to both cost efficiencies and better service.
  
Clinton Fendley - Davenport & Company - Analyst

Could you discuss how the competitive environment differs across the various states between Texas, South Carolina, Virginia, etc?
  
George Zoley - Geo Group Inc - Chairman, CEO

To put a fine point on it, this is a new kind of partnership. In all 50 states there tend to be a number of facilities that employ state doctors, state psychiatrists, state
nurses and other state health officials who provide state healthcare to individuals who meet certain criteria. There is only a few states that have begun to utilize
the private sector and the ones you named are among those states. So, it is something that still developing. There is not an awful lot of competition at this point.
  
Operator

There are no further questions at this time, I would now like to turn the conference call back over to Mr. George Zoley for closing remarks. Please proceed.
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George Zoley - Geo Group Inc - Chairman, CEO

We thank you for joining us on this conference call and looking forward to addressing you on the next one. Thank you very much.
  
Operator

Ladies and gentlemen, that concludes today’s conference. Thank you for your participation. You may now disconnect. Have a great day.
 

14


