











ITEM 9B. OTHER INFORMATION.
None.
PART III.
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

The information required by this Item 10 will appear in, and is hereby incorporated by reference from, the information
under the headings “Proposal 1 — Election of Directors-Directors Standing for Election,” “Executive Officers-
Information Concerning Executive Officers Who Are Not Directors,” “Corporate Governance — Board of Directors
Meetings and Committees,” “Corporate Governance — Independence and Financial Literacy of Audit Committee
Members,” and “Security Ownership of Certain Beneficial Owners and Management — Section 16(a) Beneficial
Ownership Reporting Compliance” in our definitive proxy statement for the 2009 annual meeting of stockholders.

Our Board of Directors has adopted a Code of Ethics and Business Conduct applicable to the members of our Board of
Directors and our officers, including our Chief Executive Officer and Chief Financial Officer. In addition, the Board
of Directors has adopted Corporate Governance Guidelines and charters for our Audit Committee, Compensation
Committee, Nominating and Governance Committee and Executive Committee. You can access our Code of Ethics
and Business Conduct, Corporate Governance Guidelines and current committee charters on our website at
www.correctionscorp.com or request a copy of any of the foregoing by writing to the following address - Corrections
Corporation of America, Attention: Secretary, 10 Burton Hills Boulevard, Nashville, Tennessee 37215.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this Item 11 will appear in, and is hereby incorporated by reference from, the information
under the headings “Executive and Director Compensation” and “Compensation Committee Interlocks and Insider
Participation” in our definitive proxy statement for the 2009 annual meeting of stockholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS.

The information required by this Item 12 will appear in, and is hereby incorporated by reference from, the information

under the heading “Security Ownership of Certain Beneficial Owners and Management — Ownership of Common
Stock™ in our definitive proxy statement for the 2009 annual meeting of stockholders.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth certain information as of December 31, 2008 regarding compensation plans under which

our equity securities are authorized for issuance.

(@)

Number of Securities

(b)

Weighted — Average

(c)

Number of Securities
Remaining Available
for Future Issuance
Under Equity
Compensation Plan

to be Issued Upon Exercise Price of (Excluding Securities
Exercise of Outstanding Outstanding Reflected in Column
Plan Category Options Options (a))

Equity compensation plans
approved by stockholders 4,687,764 $14.22 4,852,972 (1)
Equity compensation plans not
approved by stockholders - - -
Total 4,687,764 $14.22 4,852,972

¢)) Reflects shares of common stock available for issuance under our Amended and Restated 2000 Stock Incentive Plan,

our 2008 Stock Incentive Plan, and the Non-Employee Directors’ Compensation Plan, the only equity compensation
plans approved by our stockholders under which we continue to grant awards.

ITEM 13.
INDEPENDENCE.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR

The information required by this Item 13 will appear in, and is hereby incorporated by reference from, the information
under the heading “Corporate Governance — Certain Relationships and Related Transactions” and “Corporate
Governance — Director Independence” in our definitive proxy statement for the 2009 annual meeting of stockholders.

ITEM 14.

PRINCIPAL ACCOUNTING FEES AND SERVICES.

The information required by this Item 14 will appear in, and is hereby incorporated by reference from, the information
under the heading “Proposal 2 — Ratification of Appointment of Independent Registered Public Accounting Firm -
Audit and Non-Audit Fees” in our definitive proxy statement for the 2009 annual meeting of stockholders.
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PART IV.
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.
The following documents are filed as part of this report:
(1) Financial Statements.

The financial statements as set forth under Item 8 of this annual report on Form 10-K have been filed
herewith, beginning on page F-1 of this report.

2) Financial Statement Schedules.
Schedules for which provision is made in Regulation S-X are either not required to be included
herein under the related instructions or are inapplicable or the related information is included in the

footnotes to the applicable financial statements and, therefore, have been omitted.

3) The Exhibits required by Item 601 of Regulation S-K are listed in the Index of Exhibits included
herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Annual Report
to be signed on its behalf by the undersigned, thereunto duly authorized.

CORRECTIONS CORPORATION OF AMERICA
Date: February 25, 2009 By: /s/ John D. Ferguson

John D. Ferguson, Chairman of the Board of Directors
and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on
behalf of the registrant and in the capabilities and on the dates indicated.

/s/ John D. Ferguson February 25, 2009
John D. Ferguson, Chairman of the Board of Directors and Chief Executive
Officer (Principal Executive Officer)

/s/ Todd J Mullenger February 25, 2009
Todd J Mullenger, Executive Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)

/s/ William F. Andrews February 25, 2009
William F. Andrews, Director

/s/ Donna M. Alvarado February 25, 2009
Donna M. Alvarado, Director

/s/ Lucius E. Burch, 111 February 25, 2009
Lucius E. Burch, III, Director

/s/ John D. Correnti February 25, 2009
John D. Correnti, Director

Dennis W. DeConcini, Director

/s/ John R. Horne February 25, 2009
John R. Horne, Director

/s/ C. Michael Jacobi February 25, 2009
C. Michael Jacobi, Director

/s/ Thurgood Marshall, Jr. February 25, 2009
Thurgood Marshall, Jr., Director

/s/ Charles L. Overby February 25, 2009
Charles L. Overby, Director

/s/ John R. Prann, Jr. February 25, 2009
John R. Prann, Jr., Director

/s/ Joseph V. Russell February 25, 2009
Joseph V. Russell, Director

/s/ Henri L. Wedell February 25, 2009
Henri L. Wedell, Director
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INDEX OF EXHIBITS

Exhibits marked with an * are filed herewith. Other exhibits have previously been filed with the Securities and
Exchange Commission (the “Commission”) and are incorporated herein by reference.

Exhibit Number Description of Exhibits

3.1 Amended and Restated Charter of the Company (restated for Commission filing
purposes only) (previously filed as Exhibit 3.1 to the Company’s Annual Report
on Form 10-K (Commission File no. 001-16109), filed with the Commission on
February 27, 2008 and incorporated herein by this reference).

32 Fourth Amended and Restated Bylaws of the Company (previously filed as
Exhibit 3.1 to the Company’s Current Report on Form 8-K (Commission File no.
001-16109), filed with the Commission on December 13, 2007 and incorporated
herein by this reference).

4.1 Provisions defining the rights of stockholders of the Company are found in
Article V of the Amended and Restated Charter of the Company, as amended
(included as Exhibits 3.1 and 3.2 hereto), and Article II of the Third Amended
and Restated Bylaws of the Company (included as Exhibit 3.3 hereto).

4.2 Specimen of certificate representing shares of the Company’s Common Stock
(previously filed as Exhibit 4.2 to the Company’s Annual Report on Form 10-K
(Commission File no. 001-16109), filed with the Commission on March 22, 2002
and incorporated herein by this reference).

43 Indenture, dated as of May 7, 2003, by and among the Company, certain of its
subsidiaries and U.S. Bank National Association, as Trustee (previously filed as
Exhibit 4.1 to the Company’s Current Report on Form 8-K (Commission File no.
001-16109), filed with the Commission on May 7, 2003 and incorporated herein
by this reference).

4.4 Supplemental Indenture, dated as of May 7, 2003, by and among the Company,
certain of its subsidiaries and U.S. Bank National Association, as Trustee,
providing for the Company’s 7.5% Senior Notes due 2011 (“7.5% Notes”), with
form of note attached (previously filed as Exhibit 4.2 to the Company’s Current
Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on May 7, 2003 and incorporated herein by this reference).

4.5 First Supplement, dated as of August 8, 2003, to the Supplemental Indenture,
dated as of May 7, 2003, by and among the Company, certain of its subsidiaries
and U.S. Bank National Association, as Trustee, providing for the Company’s
7.5% Notes due 2011 (previously filed as Exhibit 4.2 to the Company’s
Quarterly Report on Form 10-Q (Commission File no. 001-16109), filed with the
Commission on August 12, 2003 and incorporated herein by this reference).

4.6 Second Supplement, dated as of August 8, 2003, to the Supplemental Indenture,
dated as of May 7, 2003, by and among the Company, certain of its subsidiaries
and U.S. Bank National Association, as Trustee, providing for the Company’s
7.5% Notes due 2011 (previously filed as Exhibit 4.3 to the Company’s
Quarterly Report on Form 10-Q (Commission File no. 001-16109), filed with the
Commission on August 12, 2003 and incorporated herein by this reference).
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Exhibit Number

Description of Exhibits

4.7

4.8

4.9

4.10

10.1

10.2

10.3

10.4

Second Supplemental Indenture, dated as of December 31, 2004, by and among
the Company, certain of its subsidiaries and U.S. Bank National Association, as
Trustee, providing for the Company’s 7.5% Notes due 2011 (previously filed as
Exhibit 10.3 to the Company’s Quarterly Report on Form 10-Q (Commission
File no. 001-16109), filed with the Commission on August 7, 2008 and
incorporated herein by this reference).

Indenture, dated as of March 23, 2005, by and among the Company, certain of its
subsidiaries and U.S. Bank National Association, as Trustee, providing for the
Company’s 6.25% Senior Notes due 2013 with form of note attached (previously
filed as Exhibit 4.1 to the Company’s Current Report on Form 8-K (Commission
File no. 001-16109), filed with the Commission on March 24, 2005 and
incorporated herein by this reference).

Indenture, dated as of January 23, 2006, by and among the Company, certain of
its subsidiaries and U.S. Bank National Association, as Trustee (previously filed
as Exhibit 4.1 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on January 24, 2006 and incorporated
herein by this reference).

Supplemental Indenture, dated as of January 23, 2006, by and among the
Company, certain of its subsidiaries and U.S. Bank National Association, as
Trustee, providing for the Company’s 6.75% Senior Notes due 2014, with form
of note attached (previously filed as Exhibit 4.2 to the Company’s Current Report
on Form 8-K (Commission File no. 001-16109), filed with the Commission on
January 24, 2006 and incorporated herein by this reference).

Credit Agreement, dated as of December 21, 2007, by and among the Company,
as Borrower, certain lenders and Bank of America, N.A., as Administrative
Agent for the lenders (previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on December 21, 2007 and incorporated herein by this reference).

Note Purchase Agreement, dated as of December 31, 1998 by and between the
Company and PMI Mezzanine Fund, L.P., including, as Exhibit R-1 thereto,
Registration Rights Agreement, dated as of December 31, 1998, by and between
the Company and PMI Mezzanine Fund, L.P. (previously filed as Exhibit 10.22
to the Company’s Current Report on Form 8-K (Commission File no. 000-
25245), filed with the Commission on January 6, 1999 and incorporated herein
by this reference).

Amendment to Note Purchase Agreement and Note by and between the
Company and PMI Mezzanine Fund, L.P., dated April 28, 2003 (previously filed
as Exhibit 10.2 to Amendment No. 2 to the Company’s Registration Statement
on Form S-3 (Commission File no. 333-104240), filed with the Commission on
April 28, 2003 and incorporated herein by this reference).

Waiver and Amendment, dated as of June 30, 2000, by and between the
Company and PMI Mezzanine Fund, L.P., with form of replacement note
attached thereto as Exhibit B (previously filed as Exhibit 10.5 to the Company’s
Current Report on Form 8-K (File no. 000-25245), filed with the Commission on
July 3, 2000 and incorporated herein by this reference).
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Exhibit Number

Description of Exhibits

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Waiver and Amendment, dated as of March 5, 2001, by and between the
Company and PMI Mezzanine Fund, L.P., including, as an exhibit thereto,
Amendment to Registration Rights Agreement (previously filed as Exhibit 10.10
to the Company’s Annual Report on Form 10-K (Commission File no. 001-
16109), filed with the Commission on April 17, 2001 and incorporated herein by
this reference).

Form of Amendment No. 2 to Registration Rights Agreement by and between the
Company and PMI Mezzanine Fund, L.P. (previously filed as Exhibit 10.3 to
Amendment No. 2 to the Company’s Registration Statement on Form S-3
(Commission File no. 333-104240), filed with the Commission on April 28, 2003
and incorporated herein by this reference).

Registration Rights Agreement, dated as of December 31, 1998, by and between
Correctional Management Services Corporation, a predecessor of the Company,
and CFE, Inc. (previously filed as Exhibit 10.7 to the Company’s Annual Report
on Form 10-K (Commission File no. 001-16109), filed with the Commission on
March 7, 2006 and incorporated herein by this reference).

The Company’s Amended and Restated 1997 Employee Share Incentive Plan
(previously filed as Exhibit 10.15 to the Company’s Annual Report on Form 10-
K (Commission File no. 001-16109), filed with the Commission on March 12,
2004 and incorporated herein by this reference).

Form of Non-qualified Stock Option Agreement for the Company’s Amended
and Restated 1997 Employee Share Incentive Plan (previously filed as Exhibit
10.17 to the Company’s Annual Report on Form 10-K (Commission File no.
001-16109), filed with the Commission on March 7, 2005 and incorporated
herein by this reference).

Old Prison Realty’s Non-Employee Trustees’ Compensation Plan (previously
filed as Exhibit 4.3 to Old Prison Realty’s Registration Statement on Form S-8
(Commission File no. 333-58339), filed with the Commission on July 1, 1998
and incorporated herein by this reference).

The Company’s Amended and Restated 2000 Stock Incentive Plan (previously
filed as Exhibit 10.20 to the Company’s Annual Report on Form 10-K
(Commission File no. 001-16109), filed with the Commission on March 12, 2004
and incorporated herein by this reference).

Amendment No. 1 to the Company’s Amended and Restated 2000 Stock
Incentive Plan (previously filed as Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q (Commission File no. 001-16109), filed with the
Commission on November 5, 2004 and incorporated herein by this reference).

First Amendment to the Company’s Amended and Restated 2000 Stock Incentive
Plan (previously filed as Exhibit 10.1 to the Company’s Quarterly Report on
Form 10-Q (Commission File no. 001-16109), filed with the Commission on
August 7, 2008 and incorporated herein by this reference).

The Company’s Non-Employee Directors’ Compensation Plan (previously filed
as Appendix C to the Company’s definitive Proxy Statement relating to its
Annual Meeting of Stockholders (Commission File no. 001-16109), filed with
the Commission on April 11, 2003 and incorporated herein by this reference).
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Exhibit Number

Description of Exhibits

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

Form of Employee Non-qualified Stock Option Agreement for the Company’s
Amended and Restated 2000 Stock Incentive Plan (previously filed as Exhibit
10.15 to the Company’s Annual Report on Form 10-K (Commission File no.
001-16109), filed with the Commission on March 7, 2006 and incorporated
herein by this reference).

Form of Director Non-qualified Stock Option Agreement for the Company’s
Amended and Restated 2000 Stock Incentive Plan (previously filed as Exhibit
10.1 to the Company’s Quarterly Report on Form 10-Q (Commission File no.
001-16109), filed with the Commission on August 7, 2007 and incorporated
herein by this reference).

Form of Restricted Stock Agreement for the Company’s Amended and Restated
2000 Stock Incentive Plan (previously filed as Exhibit 10.16 to the Company’s
Annual Report on Form 10-K (Commission File no. 001-16109), filed with the
Commission on March 7, 2006 and incorporated herein by this reference).

Form of Resale Restriction Agreement for certain stock option award agreements
issued under the Company’s Amended and Restated 1997 Employee Share
Incentive Plan and the Company’s Amended and Restated 2000 Stock Incentive
Plan (previously filed as Exhibit 10.1 to the Company’s Current Report on Form
8-K (Commission File no. 001-16109), filed with the Commission on December
14, 2005 and incorporated herein by this reference).

Form of Resale Restriction Agreement for key employees for certain stock option
award agreements issued under the Company’s Amended and Restated 1997
Employee Share Incentive Plan and the Company’s Amended and Restated 2000
Stock Incentive Plan (previously filed as Exhibit 10.2 to the Company’s Current
Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on December 14, 2005 and incorporated herein by this reference).

The Company’s 2008 Stock Incentive Plan (previously filed as Exhibit 10.1 to
the Company’s Current Report on Form 8-K (Commission File no. 001-16109),
filed with the Commission on May 11, 2007 and incorporated herein by this
reference).

Form of Executive Non-qualified Stock Option Agreement for the Company’s
2008 Stock Incentive Plan (previously filed as Exhibit 10.2 to the Company’s
Current Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on February 21, 2008 and incorporated herein by this reference).

Amended Form of Executive Non-qualified Stock Option Agreement for the
Company’s 2008 Stock Incentive Plan (previously filed as Exhibit 10.2 to the
Company’s Current Report on Form 8-K (Commission File no. 001-16109), filed
with the Commission on February 23, 2009 and incorporated herein by this
reference).

Form of Director Non-qualified Stock Option Agreement for the Company’s
2008 Stock Incentive Plan (previously filed as Exhibit 10.3 to the Company’s
Current Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on February 21, 2008 and incorporated herein by this reference).

Form of Restricted Stock Agreement for the Company’s 2008 Stock Incentive
Plan (previously filed as Exhibit 10.4 to the Company’s Current Report on Form
8-K (Commission File no. 001-16109), filed with the Commission on February
21, 2008 and incorporated herein by this reference).
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Exhibit Number

Description of Exhibits

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

Form of Executive Restricted Stock Unit Agreement for the Company’s 2008
Stock Incentive Plan (previously filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K (Commission File no. 001-16109), filed with the
Commission on February 23, 2009 and incorporated herein by this reference).

Second Amended and Restated Employment Agreement, dated as of August 15,
2007, by and between the Company and John D. Ferguson (previously filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

First Amendment to Second Amended and Restated Employment Agreement,
dated as of August 21, 2008, by and between the Company and John D. Ferguson
(previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K
(Commission File no. 001-16109), filed with the Commission on August 22,
2008 and incorporated herein by this reference).

Second Amendment to Second Amended and Restated Employment Agreement,
dated as of December 11, 2008, with John D. Ferguson (previously filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on December 12, 2008 and
incorporated herein by this reference).

First Amended and Restated Employment Agreement, dated as of August 15,
2007, by and between the Company and Todd J Mullenger (previously filed as
Exhibit 10.4 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

First Amended and Restated Employment Agreement, dated as of August 15,
2007, by and between the Company and G.A. Puryear IV (previously filed as
Exhibit 10.7 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

Second Amended and Restated Employment Agreement, dated as of August 15,
2007, by and between the Company and Richard P. Seiter (previously filed as
Exhibit 10.6 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

First Amended and Restated Employment Agreement, dated as of August 15,
2007, by and between the Company and William K. Rusak (previously filed as
Exhibit 10.5 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

First Amendment to First Amended and Restated Employment Agreement, dated
as of December 11, 2008, with William K. Rusak (previously filed as Exhibit
10.2 to the Company’s Current Report on Form 8-K (Commission File no. 001-
16109), filed with the Commission on December 12, 2008 and incorporated
herein by this reference).
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Exhibit Number

Description of Exhibits

10.34

10.35

10.36

10.37

10.38*

21%*

23.1*

31.1*

31.2%

32.1%*

32.2%

First Amended and Restated Employment Agreement, dated as of August 21,
2008, by and between the Company and Damon T. Hininger (previously filed as
Exhibit 10.2 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 22, 2008 and incorporated
herein by this reference).

First Amended and Restated Employment Agreement, dated as of August 21,
2008, by and between the Company and Anthony L. Grande (previously filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 22, 2008 and incorporated
herein by this reference).

Amended and Restated Non-Employee Director Deferred Compensation Plan
(previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K
(Commission File no. 001-16109), filed with the Commission on August 16,
2007 and incorporated herein by this reference).

Amended and Restated Executive Deferred Compensation Plan (previously filed
as Exhibit 10.2 to the Company’s Current Report on Form 8-K (Commission File
no. 001-16109), filed with the Commission on August 16, 2007 and incorporated
herein by this reference).

Summary of Director and Executive Officer Compensation.

Subsidiaries of the Company.

Consent of Ernst & Young LLP.

Certification of the Company’s Chief Executive Officer pursuant to Securities
and Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of the Company’s Chief Financial Officer pursuant to Securities and
Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.

Certification of the Company’s Chief Executive Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

Certification of the Company’s Chief Financial Officer pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
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Exhibit 21

LIST OF SUBSIDIARIES OF CORRECTIONS CORPORATION OF AMERICA

First Tier Subsidiaries:

Second Tier Subsidiaries:

CCA of Tennessee, LLC, a Tennessee limited liability company

Prison Realty Management, Inc., a Tennessee corporation

CCA Properties of America, LLC, a Tennessee limited liability company
CCA Properties of Texas, L.P., a Delaware limited partnership

CCA Western Properties, Inc., a Delaware corporation

CCA Properties of Arizona, LLC, a Tennessee limited liability company
CCA Properties of Tennessee, LLC, a Tennessee limited liability company
CCA International, Inc., a Delaware corporation

Technical and Business Institute of America, Inc., a Tennessee corporation
TransCor America, LLC, a Tennessee limited liability company

TransCor Puerto Rico, Inc., a Puerto Rico corporation

CCA (UK) Ltd., a United Kingdom corporation

NNH Properties, LLC, a Delaware limited liability company

CCA Health Services, LLC, a Tennessee limited liability company
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in the following Registration Statements:

Registration Statement (Form S-8 No. 333-70625) pertaining to the Corrections Corporation of America
(formerly Prison Realty Trust) Amended and Restated 1997 Employee Share Incentive Plan,

Registration Statement (Form S-8 No. 333-69352) pertaining to the Corrections Corporation of America
Amended and Restated 2000 Stock Incentive Plan,

Registration Statement (Form S-8 No. 333-115492) pertaining to the registration of additional shares for the
Corrections Corporation of America Amended and Restated 2000 Stock Incentive Plan,

Registration Statement (Form S-8 No. 333-115493) pertaining to the Corrections Corporation of America Non-
Employee Directors’ Compensation Plan,

Registration Statement (Form S-8 No. 333-69358) pertaining to the Corrections Corporation of America 401(k)
Savings and Retirement Plan,

Registration Statement (Form S-8 No. 333-143046) pertaining to the Corrections Corporation of America 2008
Stock Incentive Plan;

of our report dated February 19, 2009 with respect to the consolidated financial statements of Corrections Corporation

of America and Subsidiaries included herein and our report dated February 19, 2009 with respect to the effectiveness
of internal control over financial reporting of Corrections Corporation of America and Subsidiaries, included herein.

St ¥ MLLP

Ernst & Young LLP

Nashville, Tennessee
February 19, 2009
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Exhibit 31.1

CERTIFICATION OF THE CEO PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, John D. Ferguson, certify that:

1. Thave reviewed this annual report on Form 10-K of Corrections Corporation of America;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statement made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and

have:

a)

b)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board
of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 25, 2009

/mw oS, guﬁm/\

John D. Ferguson
Chairman of the Board of Directors and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION OF THE CFO PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Todd J Mullenger, certify that:

1. Thave reviewed this annual report on Form 10-K of Corrections Corporation of America;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statement made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and

have:

a)

b)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board
of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 25, 2009

OW‘"%M

Todd J Mullenger
Executive Vice President, Chief Financial Officer,
and Principal Accounting Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Corrections Corporation of America (the “Company”) on Form 10-K for the
period ending December 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, John D. Ferguson, Chairman of the Board of Directors and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

(1 The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act 0of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

/\{,)\vv\ N gu—*g\wm

John D. Ferguson
Chairman of the Board of Directors and Chief Executive Officer
February 25, 2009
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Corrections Corporation of America (the “Company”) on Form 10-K for the
period ending December 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Todd J Mullenger, Executive Vice President and Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act 0of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

W%—

Todd J Mullenger

Executive Vice President, Chief Financial Officer,
and Principal Accounting Officer

February 25, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders of
Corrections Corporation of America

We have audited the accompanying consolidated balance sheets of Corrections Corporation of America and
Subsidiaries as of December 31, 2008 and 2007 and the related consolidated statements of operations, stockholders’
equity and cash flows for each of the three years in the period ended December 31, 2008. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Corrections Corporation of America and Subsidiaries at December 31, 2008 and 2007, and the
consolidated results of their operations and their cash flows for each of the three years in the period ended December
31, 2008, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 12 to the consolidated financial statements, effective January 1, 2007, Corrections Corporation of
America changed its accounting for income tax contingencies in connection with the adoption of Financial Accounting
Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes - an interpretation of FASB
Statement No. 109”.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Corrections Corporation of America’s internal control over financial reporting as of December 31, 2008, based
on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission and our report dated February 19, 2009 expressed an unqualified opinion thereon.

St ¥ MLLP

Ernst & Young LLP

Nashville, Tennessee
February 19, 2009
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CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

December 31,

ASSETS 2008 2007
Cash and cash equivalents $ 34,077 $ 57,842
Accounts receivable, net of allowance of $2,689 and $3,914, respectively 263,073 236,886
Deferred tax assets 16,108 12,250
Prepaid expenses and other current assets 23,544 21,010
Current assets of discontinued operations 1,497 5,094
Assets held for sale - 7,581
Total current assets 338,299 340,663
Property and equipment, net 2,478,824 2,086,219
Restricted cash 6,710 6,511
Investment in direct financing lease 13,414 14,503
Goodwill 13,672 13,672
Other assets 20,455 23,401
Non-current assets of discontinued operations - 771
Total assets $ 2,871,374 $ 2,485,740
LIABILITIES AND STOCKHOLDERS’ EQUITY
Accounts payable and accrued expenses $ 189,940 $ 208,949
Income taxes payable 450 964
Current portion of long-term debt 290 290
Current liabilities of discontinued operations 1,143 4,528
Total current liabilities 191,823 214,731
Long-term debt, net of current portion 1,192,632 975,677
Deferred tax liabilities 68,349 34,271
Other liabilities 38,211 39,086
Total liabilities 1,491,015 1,263,765
Commitments and contingencies
Common stock - $0.01 par value; 300,000 shares authorized; 124,673 and
124,472 shares issued and outstanding at December 31, 2008 and 2007,
respectively 1,247 1,245
Additional paid-in capital 1,576,177 1,568,736
Retained deficit (197,065) (348,006)
Total stockholders’ equity 1,380,359 1,221,975
Total liabilities and stockholders’ equity $ 2,871,374 $ 2,485,740

The accompanying notes are an integral part of these consolidated financial statements.



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

REVENUE:
Management and other
Rental

EXPENSES:
Operating
General and administrative
Depreciation and amortization
Goodwill impairment

OPERATING INCOME

OTHER (INCOME) EXPENSE:
Interest expense, net
Expenses associated with debt refinancing and
recapitalization transactions
Other (income) expense

INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES

Income tax expense
INCOME FROM CONTINUING OPERATIONS
Income (loss) from discontinued operations, net of taxes

NET INCOME

BASIC EARNINGS PER SHARE:
Income from continuing operations
Income (loss) from discontinued operations, net of taxes
Net income

DILUTED EARNINGS PER SHARE:
Income from continuing operations
Income (loss) from discontinued operations, net of taxes
Net income

The accompanying notes are an integral part of these consolidated financial statements.

For the Years Ended December 31,

2008 2007 2006
1,594,068 1,451,751 1,299,174
4,838 4,562 4,207
1,598,906 1,456,313 1,303,381
1,124,002 1,036,087 947,946
80,308 74,399 63,593
90,809 78,539 67,323
- 554 -
1,295,119 1,189,579 1,078,862
303,787 266,734 224,519
59,404 53,776 58,783
- - 982
292 (308) (260)
59,696 53,468 59,505
244,091 213,266 165,014
(92,127) (80,460) (60,645)
151,964 132,806 104,369
(1,023) 567 870
150,941 133,373 105,239
1.22 1.08 0.87
(0.01) 0.01 0.01
1.21 1.09 0.88
1.21 1.06 0.85
(0.01) - 0.01
1.20 1.06 0.86




CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the Years Ended December 31,

2008 2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 150,941 $ 133,373 $ 105,239
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 91,461 78,682 67,673
Goodwill impairment - 1,574 -
Amortization of debt issuance costs and other non-

cash interest 3,812 3,931 4,433

Expenses associated with debt refinancing and

recapitalization transactions - - 982
Deferred income taxes 29,813 9,576 31,141
Other (income) expense 253 (303) (228)
Other non-cash items 983 307 458
Income tax benefit of equity compensation (9,044) (21,225) (18,161)
Non-cash equity compensation 9,679 7,500 6,175
Changes in assets and liabilities, net:
Accounts receivable, prepaid expenses and other
assets (25,150) (6,950) (63,716)
Accounts payable, accrued expenses and other
liabilities 12,307 25,649 18,423
Income taxes payable 8,530 18,766 19,536
Net cash provided by operating activities 273,585 250,880 171,955
CASH FLOWS FROM INVESTING ACTIVITIES:
Expenditures for facility development and expansions (480,511) (296,453) (112,791)
Expenditures for other capital improvements (35,135) (46,688) (50,331)
Proceeds from sale of investments - 86,716 -
Purchases of investments - (3,886) (63,816)
(Increase) decrease in restricted cash - 5,641 (255)
Proceeds from sale of assets 1,002 737 71
(Increase) decrease in other assets (684) (610) 57
Payments received on direct financing lease and notes
receivable 965 855 758
Net cash used in investing activities (514,363) (253,688) (226,307)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of debt 293,800 - 150,000
Scheduled principal repayments - - (138)
Principal repayments of debt (76,555) - (148,950)
Payment of debt issuance and other refinancing and
related costs (89) (1,997) (3,976)
Proceeds from exercise of stock options and warrants 10,308 16,006 15,765
Purchase and retirement of common stock (19,621) (3,579) (12,290)
Income tax benefit of equity compensation 9,044 21,225 18,161
Net cash provided by financing activities 216,887 31,655 18,572
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (23,891) 28,847 (35,780)
CASH AND CASH EQUIVALENTS, beginning of year 57,968 29,121 64,901
CASH AND CASH EQUIVALENTS, end of year $ 34,077 $ 57,968 $ 29,121

(Continued)



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(Continued)

For the Years Ended December 31,

2008 2007 2006

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION:
Cash paid during the period for:
Interest (net of amounts capitalized of $13,526,
$7,613, and $4,658 in 2008, 2007, and 2006,
respectively) $ 58,531 $ 60,595 $ 60,575

Income taxes $ 54,914 $ 51,255 $ 13,690

The accompanying notes are an integral part of these consolidated financial statements.
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CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2008, 2007 AND 2006

ORGANIZATION AND OPERATIONS

Corrections Corporation of America (together with its subsidiaries, the “Company”) is the nation’s largest
owner and operator of privatized correctional and detention facilities and one of the largest prison operators in
the United States, behind only the federal government and three states. As of December 31, 2008, the Company
owned 46 correctional and detention facilities, three of which the Company leased to other operators. At
December 31, 2008, the Company operated 65 facilities, including 43 facilities that it owned, located in 19
states and the District of Columbia. Further, during the second quarter of 2008 the Company was awarded a
contract by the Office of Federal Detention Trustee to design, build, and operate a new 1,072-bed correctional
facility in Pahrump, Nevada, which is currently expected to be completed during the second quarter of 2010.

The Company specializes in owning, operating and managing prisons and other correctional facilities and
providing inmate residential and prisoner transportation services for governmental agencies. In addition to
providing the fundamental residential services relating to inmates, the Company’s facilities offer a variety of
rehabilitation and educational programs, including basic education, religious services, life skills and
employment training and substance abuse treatment. These services are intended to help reduce recidivism and
to prepare inmates for their successful reentry into society upon their release. The Company also provides
health care (including medical, dental and psychiatric services), food services, and work and recreational
programs.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements include the accounts of the Company on a consolidated basis with its
wholly-owned subsidiaries. All intercompany balances and transactions have been eliminated.

Stock Splits

On June 7, 2007, the Company announced that its Board of Directors had declared a 2-for-1 stock split in the
form of a 100% stock dividend on its common stock. The stock dividend was paid on July 6, 2007, to
stockholders of record as of June 29, 2007. Each shareholder of record at the close of business on the record
date received one additional share of the Company's common stock for every one share of common stock held
on that date. The number of common shares and per share amounts have been retroactively restated in the
accompanying financial statements and these notes to the financial statements to reflect the increase in common
shares and corresponding decrease in the per share amounts resulting from the 2-for-1 stock split.

Cash and Cash Equivalents

The Company considers all liquid debt instruments with a maturity of three months or less at the time of
purchase to be cash equivalents.

Restricted Cash

Restricted cash at December 31, 2008 and 2007 was $6.7 million and $6.5 million, respectively, for a capital
improvements, replacements, and repairs reserve.



Accounts Receivable and Allowance for Doubtful Accounts

At December 31, 2008 and 2007, accounts receivable of $263.1 million and $236.9 million were net of
allowances for doubtful accounts totaling $2.7 million and $3.9 million, respectively. Accounts receivable
consist primarily of amounts due from federal, state, and local government agencies for operating and managing
prisons and other correctional facilities and providing inmate residential and prisoner transportation services.

Accounts receivable are stated at estimated net realizable value. The Company recognizes allowances for
doubtful accounts to ensure receivables are not overstated due to uncollectibility. Bad debt reserves are
maintained for customers in the aggregate based on a variety of factors, including the length of time receivables
are past due, significant one-time events and historical experience. If circumstances related to customers
change, estimates of the recoverability of receivables would be further adjusted.

Property and Equipment

Property and equipment are carried at cost. Assets acquired by the Company in conjunction with acquisitions
are recorded at estimated fair market value in accordance with the purchase method of accounting. Betterments,
renewals and significant repairs that extend the life of an asset are capitalized; other repair and maintenance
costs are expensed. Interest is capitalized to the asset to which it relates in connection with the construction or
expansion of facilities. Preacquisition costs directly associated with the development of a correctional facility
are capitalized as part of the cost of the development project. Preacquisition costs are written-off to general and
administrative expense whenever a project is abandoned. The cost and accumulated depreciation applicable to
assets retired are removed from the accounts and the gain or loss on disposition is recognized in income.
Depreciation is computed over the estimated useful lives of depreciable assets using the straight-line method.
Useful lives for property and equipment are as follows:

Land improvements 5 —20 years
Buildings and improvements 5 —50 years
Equipment and software 3 — 5 years
Office furniture and fixtures 5 years

Intangible Assets Other Than Goodwill

Intangible assets other than goodwill include contract acquisition costs and contract values established in
connection with certain business combinations. Contract acquisition costs (included in other non-current assets
in the accompanying consolidated balance sheets) and contract values (included in other non-current liabilities
in the accompanying consolidated balance sheets) represent the estimated fair values of the identifiable
intangibles acquired in connection with mergers and acquisitions completed during 2000. Contract acquisition
costs and contract values are generally amortized into amortization expense using the interest method over the
lives of the related management contracts acquired, which range from three months to approximately 19 years.

Accounting for the Impairment of Long-Lived Assets Other Than Goodwill

Long-lived assets other than goodwill are reviewed for impairment when circumstances indicate the carrying
value of an asset may not be recoverable. For assets that are to be held and used, impairment is recognized
when the estimated undiscounted cash flows associated with the asset or group of assets is less than their
carrying value. If impairment exists, an adjustment is made to write the asset down to its fair value, and a loss
is recorded as the difference between the carrying value and fair value. Fair values are determined based on
quoted market values, discounted cash flows or internal and external appraisals, as applicable.

Goodwill

Goodwill represents the cost in excess of the net assets of businesses acquired in the Company’s managed-only
segment. As further discussed in Note 3, goodwill is tested for impairment at least annually using a fair-value
based approach.

Investment in Direct Financing Lease

Investment in direct financing lease represents the portion of the Company’s management contract with a
governmental agency that represents capitalized lease payments on buildings and equipment. The lease is
accounted for using the financing method and, accordingly, the minimum lease payments to be received over
the term of the lease less unearned income are capitalized as the Company’s investment in the lease. Unearned
income is recognized as income over the term of the lease using the interest method.
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Investment in Affiliates

Investments in affiliates that are equal to or less than 50%-owned over which the Company can exercise
significant influence are accounted for using the equity method of accounting.

Debt Issuance Costs

Generally, debt issuance costs, which are included in other assets in the consolidated balance sheets, are
capitalized and amortized into interest expense on a straight-line basis, which is not materially different than the
interest method, over the term of the related debt. However, certain debt issuance costs incurred in connection
with debt refinancings are charged to expense in accordance with Emerging Issues Task Force Issue No. 96-19,
“Debtor’s Accounting for a Modification or Exchange of Debt Instruments.”

Management and Other Revenue

The Company maintains contracts with certain governmental entities to manage their facilities for fixed per
diem rates. The Company also maintains contracts with various federal, state, and local governmental entities
for the housing of inmates in company-owned facilities at fixed per diem rates or monthly fixed rates. These
contracts usually contain expiration dates with renewal options ranging from annual to multi-year renewals.
Most of these contracts have current terms that require renewal every two to five years. Additionally, most
facility management contracts contain clauses that allow the government agency to terminate a contract without
cause, and are generally subject to legislative appropriations. The Company generally expects to renew these
contracts for periods consistent with the remaining renewal options allowed by the contracts or other reasonable
extensions; however, no assurance can be given that such renewals will be obtained. Fixed monthly rate
revenue is recorded in the month earned and fixed per diem revenue, including revenue under those contracts
that include guaranteed minimum populations, is recorded based on the per diem rate multiplied by the number
of inmates housed or guaranteed during the respective period.

The Company recognizes any additional management service revenues upon completion of services provided to
the customer. Certain of the government agencies also have the authority to audit and investigate the
Company’s contracts with them. For contracts that actually or effectively provide for certain reimbursement of
expenses, if the agency determines that the Company has improperly allocated costs to a specific contract, the
Company may not be reimbursed for those costs and could be required to refund the amount of any such costs
that have been reimbursed. The reimbursement of expenses is recognized as a reduction to expense in the
period the expenses are incurred by the Company. There were no material adverse audit findings during any of
the periods presented.

Other revenue consists primarily of ancillary revenues associated with operating correctional and detention
facilities, such as commissary, phone, and vending sales, and are recorded in the period the goods and services
are provided to the inmates. Revenues generated from prisoner transportation services for governmental
agencies are recorded in the period the inmates have been transported to their destination. Design and
construction management fees earned from governmental agencies for certain expansion and development
projects at managed-only facilities operated by the Company are recorded based on a percentage of completion
of the construction project.

Rental Revenue

Rental revenue is recognized based on the terms of the Company’s leases.

Self-Funded Insurance Reserves

The Company is significantly self-insured for employee health, workers’ compensation, automobile liability
insurance claims, and general liability claims. As such, the Company’s insurance expense is largely dependent
on claims experience and the Company’s ability to control its claims experience. The Company has
consistently accrued the estimated liability for employee health insurance based on its history of claims
experience and time lag between the incident date and the date the cost is paid by the Company. The Company
has accrued the estimated liability for workers’ compensation and automobile insurance based on an actuarially
determined liability, discounted to the net present value of the outstanding liabilities, using a combination of
actuarial methods used to project ultimate losses. The liability for employee health, workers’ compensation, and
automobile insurance includes estimates for both claims incurred and for claims incurred but not reported. The
Company records litigation reserves related to general liability matters for which it is probable that a loss has
been incurred and the range of such loss can be estimated. These estimates could change in the future.
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Income Taxes

Income taxes are accounted for under the provisions of Statement of Financial Accounting Standards No. 109,
“Accounting for Income Taxes” (“SFAS 109”). SFAS 109 generally requires the Company to record deferred
income taxes for the tax effect of differences between book and tax bases of its assets and liabilities.

Deferred income taxes reflect the available net operating losses and the net tax effect of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. Realization of the future tax benefits related to deferred tax assets is dependent on many
factors, including the Company’s past earnings history, expected future earnings, the character and jurisdiction
of such earnings, unsettled circumstances that, if unfavorably resolved, would adversely affect utilization of its
deferred tax assets, carryback and carryforward periods, and tax strategies that could potentially enhance the
likelihood of realization of a deferred tax asset.

Income tax contingencies are accounted for under the provisions of the Financial Accounting Standards Board
(“FASB”) Interpretation No. 48, “Accounting for Uncertainty in Income Taxes - an interpretation of FASB
Statement No. 109” (“FIN 48”). FIN 48 prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return.

Foreign Currency Transactions

The Company has extended a working capital loan to Agecroft Prison Management, Ltd. (“APM”), the operator
of a correctional facility in Salford, England previously owned by a subsidiary of the Company. The working
capital loan is denominated in British pounds; consequently, the Company adjusts these receivables to the
current exchange rate at each balance sheet date and recognizes the unrealized currency gain or loss in current
period earnings. See Note 6 for further discussion of the Company’s relationship with APM.

Fair Value of Financial Instruments

To meet the reporting requirements of Statement of Financial Accounting Standards No. 107, “Disclosures
About Fair Value of Financial Instruments,” the Company calculates the estimated fair value of financial
instruments using quoted market prices of similar instruments or discounted cash flow techniques. At
December 31, 2008 and 2007, there were no material differences between the carrying amounts and the
estimated fair values of the Company’s financial instruments, other than as follows (in thousands):

December 31,

2008 2007
Carrying Carrying
Amount Fair Value Amount Fair Value
Investment in direct financing lease $ 14,503  $ 17,999 S 15,468 $ 19,054
Note receivable from APM $ 4,567 $ 7,734 $ 6,301 $ 10,210
Debt $  (1,192,922) $ (1,163,744) $ (975,967) $ (982,688)

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, and disclosure of contingent assets and liabilities, at the date of the financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates and those differences could be material.
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Concentration of Credit Risks

The Company’s credit risks relate primarily to cash and cash equivalents, restricted cash, accounts receivable,
and an investment in a direct financing lease. Cash and cash equivalents and restricted cash are primarily held
in bank accounts and overnight investments. The Company maintains deposits of cash in excess of federally
insured limits with certain financial institutions. The Company’s accounts receivable and investment in direct
financing lease represent amounts due primarily from governmental agencies. The Company’s financial
instruments are subject to the possibility of loss in carrying value as a result of either the failure of other parties
to perform according to their contractual obligations or changes in market prices that make the instruments less
valuable.

The Company derives its revenues primarily from amounts earned under federal, state, and local government
management contracts. For the years ended December 31, 2008, 2007, and 2006, federal correctional and
detention authorities represented 39%, 41%, and 40%, respectively, of the Company’s total revenue. Federal
correctional and detention authorities consist primarily of the Federal Bureau of Prisons, or BOP, the United
States Marshals Service, or USMS, and the U.S. Immigration and Customs Enforcement, or ICE. The BOP
accounted for 12%, 13%, and 15% of total revenue for 2008, 2007, and 2006, respectively. The USMS
accounted for 14%, 14%, and 15% of total revenue for 2008, 2007, and 2006, respectively. The ICE accounted
for 13%, 13%, and 11% of total revenue for 2008, 2007, and 2006, respectively. These federal customers have
management contracts at facilities the Company owns and at facilities the Company manages but does not own.
Although the revenue generated from each of these agencies is derived from numerous management contracts,
the loss of one or more of such contracts could have a material adverse impact in our financial condition and
results of operations. No other customer generated more than 10% of total revenue during 2008, 2007, or 2006.

Comprehensive Income

Statement of Financial Accounting Standards No. 130, “Reporting Comprehensive Income” establishes
standards for reporting and displaying comprehensive income and its components in a full set of general
purpose financial statements. Comprehensive income encompasses all changes in stockholders’ equity except
those arising from transactions with stockholders.

The Company reports comprehensive income in the consolidated statements of stockholders’ equity.
Accounting for Stock-Based Compensation
Restricted Stock

The Company amortizes the fair market value as of the grant date of restricted stock awards over the vesting
period using the straight-line method. The fair market value of performance-based restricted stock is amortized
over the vesting period as long as the Company expects to meet the performance criteria. If achievement of the
performance criteria becomes improbable, an adjustment is made to reverse the expense previously incurred.

Other Stock-Based Compensation

The Company adopted the fair value recognition provisions of Statement of Financial Accounting Standards
No. 123R, “Share-Based Payment (“SFAS 123R”) on January 1, 2006 using the "modified prospective"
method. The “modified prospective” method requires compensation cost to be recognized beginning with the
effective date (a) based on the requirements of SFAS 123R for all share-based payments granted after the
effective date and (b) based on the requirements of SFAS 123 for all awards granted to employees prior to the
effective date of SFAS 123R that remained unvested on the effective date.

At December 31, 2008 the Company had equity incentive plans, which are described more fully in Note 14.
The Company accounts for those plans under the recognition and measurement principles of SFAS 123R. All
options granted under those plans had an exercise price equal to the market value of the underlying common
stock on the date of grant.

Effective December 30, 2005, the Company’s board of directors approved the acceleration of the vesting of
outstanding options previously awarded to executive officers and employees under its Amended and Restated
1997 Employee Share Incentive Plan and its Amended and Restated 2000 Stock Incentive Plan. As a result of
the acceleration, approximately 3.0 million unvested options became exercisable, 45% of which were otherwise
scheduled to vest in February 2006. All of the unvested options were "in-the-money" on the effective date of
acceleration.

F-14



The purpose of the accelerated vesting of stock options was to enable the Company to avoid recognizing
compensation expense associated with these options in future periods as required by SFAS 123R, estimated at
the date of acceleration to be $3.8 million in 2006, $2.0 million in 2007, and $0.5 million in 2008. In order to
prevent unintended benefits to the holders of these stock options, the Company imposed resale restrictions to
prevent the sale of any shares acquired from the exercise of an accelerated option prior to the original vesting
date of the option. The resale restrictions automatically expire upon the individual’s termination of
employment. All other terms and conditions applicable to such options, including the exercise prices, remained
unchanged. As a result of the acceleration, the Company recognized a non-cash, pre-tax charge of $1.0 million
in the fourth quarter of 2005 for the estimated value of the stock options that would have otherwise been
forfeited.

GOODWILL AND INTANGIBLES

Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets” (“SFAS 142”),
establishes accounting and reporting requirements for goodwill and other intangible assets. Under SFAS 142,
goodwill attributable to each of the Company’s reporting units is tested for impairment by comparing the fair
value of each reporting unit with its carrying value. Fair value is determined using a collaboration of various
common valuation techniques, including market multiples and discounted cash flows. These impairment tests
are required to be performed at least annually. The Company performs its impairment tests during the fourth
quarter, in connection with the Company’s annual budgeting process, and whenever circumstances indicate the
carrying value of goodwill may not be recoverable.

During the fourth quarter of 2007, in connection with the Company’s annual budgeting process and annual
goodwill impairment analysis, the Company recognized a goodwill impairment charge of $1.5 million related to
the management of two of the Company's managed-only facilities. This impairment charge resulted from recent
poor operating performance combined with an unfavorable forecast of future cash flows under the current
management contracts at these facilities. The impairment charge was computed using a discounted cash flow
method. During 2008, the Company exercised its option to terminate one of the management contracts upon
expiration of the contract in the fourth quarter of 2008. Since the operations of this facility were reclassified and
reported as discontinued operations, the goodwill impairment charge associated with this facility of $1.0 million
is included in income from discontinued operations in 2007. See Note 13.

The components of the Company’s other identifiable intangible assets and liabilities are as follows (in
thousands):

December 31, 2008 December 31, 2007
Gross Carrying  Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Contract acquisition costs $ 873 $ 860) 3 873 $ (859)
Contract values (35,688) 29,896 (35,688) 25,977
Total $ (34,815 $ 29,036 $ (34815) § 25,118

Contract acquisition costs are included in other non-current assets and contract values are included in other non-
current liabilities in the accompanying consolidated balance sheets. Contract values are amortized using the
interest method. Amortization income, net of amortization expense, for intangible assets and liabilities during
the years ended December 31, 2008, 2007, and 2006 was $4.7 million, $4.3 million and $4.6 million,
respectively. Interest expense associated with the amortization of contract values for the years ended December
31, 2008, 2007, and 2006 was $0.7 million, $1.1 million, and $1.5 million, respectively. Estimated amortization
income, net of amortization expense, for the five succeeding fiscal years is as follows (in thousands):

2009 § 3,204
2010 2,534
2011 134
2012 134
2013 134
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PROPERTY AND EQUIPMENT

At December 31, 2008, the Company owned 48 real estate properties, including 46 correctional and detention
facilities, three of which the Company leased to other operators, and two corporate office buildings. At
December 31, 2008, the Company also managed 22 correctional and detention facilities owned by government
agencies.

Property and equipment, at cost, consists of the following (in thousands):

December 31,

2008 2007

Land and improvements $ 71,371 $ 61,408
Buildings and improvements 2,666,144 2,111,732
Equipment 227,468 198,829
Office furniture and fixtures 28,025 26,797
Construction in progress 85,206 195,663
3,078,214 2,594,429

Less: Accumulated depreciation (599,390) (508,210)
$ 2,478,824 $ 2,086,219

Construction in progress primarily consists of correctional facilities under construction or expansion. Interest is
capitalized on construction in progress in accordance with Statement of Financial Accounting Standards No. 34,
“Capitalization of Interest Cost” and amounted to $13.5 million, $7.6 million, and $4.7 million in 2008, 2007,
and 2006, respectively.

Depreciation expense was $95.5 million, $82.9 million, and $71.9 million for the years ended
December 31, 2008, 2007, and 2006, respectively.

As of December 31, 2008, ten of the facilities owned by the Company are subject to options that allow various
governmental agencies to purchase those facilities. Certain of these options to purchase are based on a
depreciated book value while others are based on a fair market value calculation. In addition, two facilities that
are also subject to purchase options are constructed on land that the Company leases from governmental
agencies under ground leases. Under the terms of those ground leases, the facilities become the property of the
governmental agencies upon expiration of the ground leases. The Company depreciates these properties over
the shorter of the term of the applicable ground lease or the estimated useful life of the property.

The Company leases portions of the land and building of the San Diego Correctional Facility under an operating
lease with varying lease terms ranging from December 2011 through December 2015. The Company also
leases land and building at the Elizabeth Detention Center under operating leases that expire June 2015. The
rental expense incurred for these leases was $3.5 million, $3.4 million, and $2.3 million for the years ended
December 31, 2008, 2007, and 2006, respectively. Future minimum lease payments as of December 31, 2008
under these operating leases are as follows:

2009 § 3,452
2010 3,511
2011 2,886
2012 1,861
2013 1,870

Assets Held for Sale

During November 2007, the Company accepted an unsolicited purchase offer from Community Education
Partners (“CEP”), a third party lessee, to purchase one of the Company’s owned and leased properties located in
Houston, Texas. As of December 31, 2007, in accordance with Statement of Financial Accounting Standards
No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” (“SFAS 144”), the Company
classified the net book value of the facility of $7.6 million as held for sale. During February 2008, at the request
of CEP, the Company agreed to extend the proposed closing date and fix the sales price through June 30, 2008.
During the second quarter of 2008, CEP elected not to purchase the facility and instead signed a new lease for
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the facility effective July 1, 2008. As a result, the Company has reclassified the facility previously classified as
held for sale as an asset to be held and used and the asset is now reported in property and equipment in the
accompanying consolidated balance sheet. Further, in accordance with SFAS 144, the Company reclassified
the results of operations of this facility to be included in income from continuing operations for all periods
presented.

FACILITY ACTIVATIONS AND DEVELOPMENTS

In July 2007, the Company announced the commencement of construction of a new correctional facility in
Adams County, Mississippi. During the second quarter of 2008, the Company announced that it would increase
the size of the Adams County Correctional Center. Construction of the Adams County Correctional Center was
completed during the fourth quarter of 2008 at a cost of approximately $126.0 million. The Company does not
currently have a management contract to utilize these new beds, but will market the new beds to various
existing and potential customers.

In October 2007, the Company announced that it entered into a new agreement with the State of California
Department of Corrections and Rehabilitation (“CDCR”) for the housing of up to 7,772 inmates from the state
of California. The new contract replaced and superseded the previous contract the Company had with the
CDCR, which provided housing for up to 5,670 inmates. In January 2008, this agreement was further amended
to allow for an additional 360 CDCR inmates. As a result, the Company now has a contract that provides the
CDCR with the ability to house up to 8,132 inmates in six of the facilities the Company owns. The agreement,
which is subject to appropriations by the California legislature, expires June 30, 2011, and provides for a
minimum payment based on the greater of the actual occupancy or 90% of the capacity made available to the
CDCR at each facility in which inmates are housed. The minimum payments are subject to specific terms and
conditions in the contract at each facility that houses CDCR inmates. As of December 31, 2008 the Company
housed approximately 6,200 CDCR inmates.

Additionally, the Company announced that it would construct a new correctional facility located in Eloy,
Arizona, which it expects to be fully utilized by the CDCR. The Company completed construction of the new
La Palma Correctional Center during the first quarter of 2009 at a total cost of approximately $200.0 million.
However, the Company opened a portion of the new facility and began receiving inmates from the state of
California during the third quarter of 2008. As a condition of undertaking the substantial cost required to
construct the La Palma Correctional Center, the CDCR agreed to occupy the beds allocated to it in accordance
with a Phase-In Schedule, and to make a minimum payment based on the greater of the actual occupancy or
90% of the capacity available to CDCR according to the Phase-In Schedule.

In February 2008, the Company announced its intention to construct a new correctional facility in Trousdale
County, Tennessee. However, during the first quarter of 2009 the Company temporarily suspended the
construction of this facility until it has greater clarity around the timing of future bed absorption by its
customers. The Company will continue to monitor its customers’ needs, and could promptly resume
construction of the facility. Currently, the Company believes it could resume construction of the Trousdale
facility at little or no incremental cost from its original estimate.

In May 2008, the Company was awarded a contract by the Office of Federal Detention Trustee to design, build,
and operate a new correctional facility in Pahrump, Nevada, which is currently expected to be completed during
the second quarter of 2010 for approximately $83.5 million. The new Nevada Southern Detention Center is
expected to house approximately 1,000 federal prisoners. The contract provides for a guarantee of up to 750
inmates or detainees and includes an initial term of five years with three five-year renewal options.

INVESTMENT IN AFFILIATE

The Company has determined that its joint venture in APM is a variable interest entity (“VIE”) in accordance
with FASB Interpretation No. 46, “Consolidation of Variable Interest Entities, an Interpretation of Accounting
Research Bulletin No. 517 (“FIN 46”), of which the Company is not the primary beneficiary. The Company has
a 50% ownership interest in APM, an entity holding the management contract for a correctional facility, HM
Prison Forest Bank, under a 25-year prison management contract with an agency of the United Kingdom
government. The Forest Bank facility, located in Salford, England, was previously constructed and owned by a
wholly-owned subsidiary of the Company, which was sold in April 2001. All gains and losses under the joint
venture are accounted for using the equity method of accounting. During 2000, the Company extended a
working capital loan to APM, which totaled $4.6 million as of December 31, 2008. The outstanding working
capital loan represents the Company’s maximum exposure to loss in connection with APM.
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For the years ended December 31, 2008 and 2007 and 2006, equity in earnings of joint venture was
$0.2 million, $0.2 million, $0.1 million respectively, which is included in other (income) expense in the
consolidated statements of operations. Because the Company’s investment in APM has no carrying value,
equity in losses of APM are applied as a reduction to the net carrying value of the note receivable balance,
which is included in other assets in the accompanying consolidated balance sheets.

INVESTMENT IN DIRECT FINANCING LEASE
At December 31, 2008, the Company’s investment in a direct financing lease represents net receivables under a
building and equipment lease between the Company and the District of Columbia for the D.C. Correctional

Treatment Facility.

A schedule of minimum rentals to be received under the direct financing lease in future years is as follows (in
thousands):

2009 $ 2,793
2010 2,793
2011 2,793
2012 2,793
2013 2,793
Thereafter 9,073
Total minimum obligation 23,038
Less unearned interest income (8,535)
Less current portion of direct financing lease (1,089)
Investment in direct financing lease $ 13,414

During the years ended December 31, 2008, 2007, and 2006, the Company recorded interest income of
$1.8 million, $1.9 million, and $2.0 million, respectively, under this direct financing lease.

OTHER ASSETS

Other assets consist of the following (in thousands):

December 31,
2008 2007
Debt issuance costs, less accumulated amortization
of $14,255 and $10,898, respectively $ 11,681 $ 15,026
Notes receivable, net 4,052 4,519
Cash surrender value of life insurance 3,753 2,881
Deposits 956 961
Contract acquisition costs, less accumulated amortization
of $860 and $859, respectively 13 14
$ 20,455 $ 23,401
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9.

10.

11.

ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consist of the following (in thousands):

December 31,

2008 2007

Trade accounts payable $ 53,215 $ 86,438
Accrued salaries and wages 37,252 31,424
Accrued workers’ compensation and auto liability 9,180 9,362
Accrued litigation 15,334 12,133
Accrued employee medical insurance 10,180 9,860
Accrued property taxes 18,013 14,775
Accrued interest 17,207 16,772
Other 29,559 28,185

$ 189,940 $ 208,949

The total liability for workers’ compensation and auto liability was $24.1 million and $24.3 million as of
December 31, 2008 and 2007, respectively, with the long-term portion included in other long-term liabilities in
the accompanying consolidated balance sheets. These liabilities were discounted to the net present value of the
outstanding liabilities using a 5.0% annual rate of return in each year. These liabilities amounted to
$29.3 million and $29.7 million on an undiscounted basis as of December 31, 2008 and 2007, respectively.

DIVIDENDS TO STOCKHOLDERS
Common Stock

No dividends for common stock were declared for the years ended December 31, 2008, 2007, and 2006. The
indentures governing the Company’s senior unsecured notes limit the amount of dividends the Company can
declare or pay on outstanding shares of its common stock. Taking into consideration these limitations, the
Company’s management and its board of directors regularly evaluate the merits of declaring and paying a
dividend. Future dividends, if any, will depend on the Company’s future earnings, capital requirements,
financial condition, alternative uses of capital, and on such other factors as the board of directors of the
Company considers relevant.

DEBT

Debt consists of the following (in thousands):
December 31,

2008 2007
Revolving Credit Facility, principal due at maturity in December
2012; interest payable periodically at variable interest rates. The
weighted average rate at December 31, 2008 was 1.7%. $ 217,245 $ -
7.5% Senior Notes, principal due at maturity in May 2011; interest
payable semi-annually in May and November at 7.5%. 250,000 250,000
7.5% Senior Notes, principal due at maturity in May 2011; interest
payable semi-annually in May and November at 7.5%. These notes
were issued with a $2.3 million premium, of which $0.7 million and
$1.0 million was unamortized at December 31, 2008 and 2007,
respectively. 200,677 200,967
6.25% Senior Notes, principal due at maturity in March 2013; interest
payable semi-annually in March and September at 6.25%. 375,000 375,000
6.75% Senior Notes, principal due at maturity in January 2014;
interest payable semi-annually in January and July at 6.75%. 150,000 150,000
1,192,922 975,967
Less: Current portion of long-term debt (290) (290)
$ 1,192,632 $ 975,677




Senior Indebtedness

During January 2006, in connection with the sale and issuance of the 6.75% Senior Notes (as defined hereafter),
the Company used the net proceeds to completely pay-off the outstanding balance of the then outstanding term
loan portion of the senior secured bank credit facility (the “Senior Bank Credit Facility”). Additionally, in
February 2006, the Company reached an agreement with a group of lenders to enter into a $150.0 million senior
secured revolving credit facility with a five-year term (the “$150 Million Revolving Credit Facility”). The
$150 Million Revolving Credit Facility was used to replace the existing revolving loan under the Senior Bank
Credit Facility, including any outstanding letters of credit issued thereunder. The Company incurred a pre-tax
charge of approximately $1.0 million during the first quarter of 2006 for the write-off of existing deferred loan
costs associated with the retirement of the revolving loan and pay-off of the term loan portion of the Senior
Bank Credit Facility. In September 2007, the Company exercised its option to increase the borrowing capacity
under its $150 Million Revolving Credit Facility by $100.0 million, from $150.0 million to $250.0 million.

During December 2007, the Company entered into a new $450.0 million senior secured revolving credit facility
(the “$450 Million Revolving Credit Facility”) arranged by Banc of America Securities LLC and Wachovia
Capital Markets, LLC. The $450 Million Revolving Credit Facility replaced the Company's previous
$250.0 million senior secured revolving credit facility. The $450 Million Revolving Credit Facility is utilized
to fund expansion and development projects, the stock repurchase program as further described in Note 14, as
well as for working capital, capital expenditures and general corporate purposes. The Company capitalized
approximately $1.9 million during the fourth quarter of 2007 for the costs related to the issuance of the
$450 Million Revolving Credit Facility in accordance with EITF 98-14, “Debtors Accounting for Changes in
Line-of-Credit or Revolving-Debt Arrangements.”

The $450 Million Revolving Credit Facility matures in December 2012. At the Company's option, interest on
outstanding borrowings will be based on either a base rate plus a margin ranging from 0.00% to 0.50% or a
London Interbank Offered Rate (“LIBOR”) plus a margin ranging from 0.75% to 1.50%. The applicable
margins are subject to adjustments based on the Company's leverage ratio. Based on the Company’s current
leverage ratio, loans under the $450 Million Revolving Credit Facility currently bear interest at the base rate
plus a margin of 0.00% or at LIBOR plus a margin of 0.75%. As of December 31, 2008, the Company had
$217.2 million in borrowings under the $450 Million Revolving Credit Facility as well as $32.2 million in
letters of credit outstanding.

Lehman Brothers Commercial Bank (“Lehman”), which holds a $15.0 million share in the Company’s
$450 Million Revolving Credit Facility, is a defaulting lender under the terms of the credit agreement. At
December 31, 2008, Lehman had funded $4.6 million that remained outstanding on the facility, which will be
repaid on a pro-rata basis to the extent that LIBOR-based loans are repaid. It is the Company's expectation that
going forward it will not have access to additional incremental funding from Lehman, and to the extent
that their funding is reduced, it will not be replaced. The Company does not believe that this reduction of
credit has a material effect on the Company's liquidity and capital resources. None of the other banks providing
commitments under the $450 Million Revolving Credit Facility have failed to fund borrowings the Company
has requested. However, no assurance can be provided that all of the banks in the lending group will continue
to operate as a going concern in the future. If any of the banks in the lending group were to fail, it is possible
that the capacity under the $450 Million Revolving Credit Facility would be reduced further.

The $450 Million Revolving Credit Facility has a $20.0 million sublimit for swing line loans and a
$100.0 million sublimit for the issuance of standby letters of credit. The Company has an option to increase the
availability under the $450 Million Revolving Credit Facility by up to $300.0 million (consisting of revolving
credit, term loans, or a combination of the two) subject to, among other things, the receipt of commitments for
the increased amount.

The $450 Million Revolving Credit Facility is secured by a pledge of all of the capital stock of the Company’s

domestic subsidiaries, 65% of the capital stock of the Company’s foreign subsidiaries, all of the Company’s
accounts receivable, and all of the Company’s deposit accounts.
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The $450 Million Revolving Credit Facility requires the Company to meet certain financial covenants,
including, without limitation, a maximum total leverage ratio, a maximum secured leverage ratio, and a
minimum interest coverage ratio. As of December 31, 2008, the Company was in compliance with all such
covenants. In addition, the $450 Million Revolving Credit Facility contains certain covenants which, among
other things, limits both the incurrence of additional indebtedness, investments, payment of dividends,
transactions with affiliates, asset sales, acquisitions, capital expenditures, mergers and consolidations,
prepayments and modifications of other indebtedness, liens and encumbrances and other matters customarily
restricted in such agreements. In addition, the $450 Million Revolving Credit Facility is subject to certain
cross-default provisions with terms of the Company’s other indebtedness.

8250 Million 7.5% Senior Notes. Interest on the $250.0 million aggregate principal amount of the Company’s
7.5% unsecured senior notes issued in May 2003 (the “$250 Million 7.5% Senior Notes”) accrues at the stated
rate and is payable semi-annually on May 1 and November 1 of each year. The $250 Million 7.5% Senior
Notes are scheduled to mature on May 1, 2011. The Company may currently redeem all or a portion of the
notes at redemption prices as set forth in the indenture governing the $250 Million 7.5% Senior Notes. The
$250 Million 7.5% Senior Notes are guaranteed on an unsecured basis by all of the Company’s domestic
subsidiaries.

3200 Million 7.5% Senior Notes. Interest on the $200.0 million aggregate principal amount of the Company’s
7.5% unsecured senior notes issued in August 2003 (the “$200 Million 7.5% Senior Notes”) accrues at the
stated rate and is payable on May 1 and November 1 of each year. However, the notes were issued at a price of
101.125% of the principal amount of the notes, resulting in a premium of $2.25 million, which is amortized as a
reduction to interest expense over the term of the notes. The $200 Million 7.5% Senior Notes were issued
under the existing indenture and supplemental indenture governing the $250 Million 7.5% Senior Notes.

8375 Million 6.25% Senior Notes. Interest on $375.0 million aggregate principal amount of the Company’s
6.25% unsecured senior notes issued in March 2005 (the “6.25% Senior Notes™) accrues at the stated rate and is
payable on March 15 and September 15 of each year. The 6.25% Senior Notes are scheduled to mature on
March 15, 2013. The Company may redeem all or a portion of the notes on or after March 15, 2009.
Redemption prices are set forth in the indenture governing the 6.25% Senior Notes.

8150 Million 6.75% Senior Notes. Interest on the $150.0 million aggregate principal amount of the Company’s
6.75% unsecured senior notes issued in January 2006 (the “6.75% Senior Notes™) accrues at the stated rate and
is payable on January 31 and July 31 of each year. The 6.75% Senior Notes are scheduled to mature on January
31, 2014. The Company may redeem all or a portion of the notes on or after January 31, 2010. Redemption
prices are set forth in the indenture governing the 6.75% Senior Notes.

Guarantees and Covenants. In connection with the registration with the SEC of the Company’s then
outstanding 9.875% Senior Notes pursuant to the terms and conditions of a Registration Rights Agreement,
after obtaining consent of the lenders under a previously outstanding senior bank credit facility, the Company
transferred the real property and related assets of the Company (as the parent corporation) to certain of its
subsidiaries effective December 27, 2002. Accordingly, the Company (as the parent corporation to its
subsidiaries) has no independent assets or operations (as defined under Rule 3-10(f) of Regulation S-X). Asa
result of this transfer, assets with an aggregate net book value of $2.5 billion are no longer directly available to
the parent corporation to satisfy the obligations under the $250 Million 7.5% Senior Notes, the $200 Million
7.5% Senior Notes, the 6.25% Senior Notes, or the 6.75% Senior Notes (collectively, “the Senior Notes”).
Instead, the parent corporation must rely on distributions of the subsidiaries to satisfy its obligations under the
Senior Notes. All of the parent corporation’s domestic subsidiaries, including the subsidiaries to which the
assets were transferred, have provided full and unconditional guarantees of the Senior Notes. Each of the
Company’s subsidiaries guaranteeing the Senior Notes are 100% owned subsidiaries of the Company; the
subsidiary guarantees are full and unconditional and are joint and several obligations of the guarantors; and all
non-guarantor subsidiaries are minor (as defined in Rule 3-10(h)(6) of Regulation S-X).

As of December 31, 2008, neither the Company nor any of its subsidiary guarantors had any material or

significant restrictions on the Company’s ability to obtain funds from its subsidiaries by dividend or loan or to
transfer assets from such subsidiaries.
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The indentures governing the Senior Notes contain certain customary covenants that, subject to certain
exceptions and qualifications, restrict the Company’s ability to, among other things, make restricted payments;
incur additional debt or issue certain types of preferred stock; create or permit to exist certain liens; consolidate,
merge or transfer all or substantially all of the Company’s assets; and enter into transactions with affiliates. In
addition, if the Company sells certain assets (and generally does not use the proceeds of such sales for certain
specified purposes) or experiences specific kinds of changes in control, the Company must offer to repurchase
all or a portion of the Senior Notes. The offer price for the Senior Notes in connection with an asset sale would
be equal to 100% of the aggregate principal amount of the notes repurchased plus accrued and unpaid interest
and liquidated damages, if any, on the notes repurchased to the date of purchase. The offer price for the Senior
Notes in connection with a change in control would be 101% of the aggregate principal amount of the notes
repurchased plus accrued and unpaid interest and liquidated damages, if any, on the notes repurchased to the
date of purchase. The Senior Notes are also subject to certain cross-default provisions with the terms of the
Company’s Revolving Credit Facility, as more fully described hereafter.

Other Debt Transactions

Letters of Credit. At December 31, 2008 and 2007, the Company had $32.2 million and $34.9 million,
respectively, in outstanding letters of credit. The letters of credit were issued to secure the Company’s workers’
compensation and general liability insurance policies, performance bonds and utility deposits. The letters of
credit outstanding at December 31, 2008 were provided by a sub-facility under the $450 Million Revolving
Credit Facility.

Debt Maturities

Scheduled principal payments as of December 31, 2008 for the next five years and thereafter are as follows (in
thousands):

2009 $ -
2010 -
2011 450,000
2012 217,245
2013 375,000
Thereafter 150,000
Total principal payments 1,192,245
Unamortized bond premium 677
Total debt $ 1,192,922

Cross-Default Provisions

The provisions of the Company’s debt agreements relating to the $450 Million Revolving Credit Facility and
the Senior Notes contain certain cross-default provisions. Any events of default under the $450 Million
Revolving Credit Facility that results in the lenders’ actual acceleration of amounts outstanding hereunder also
result in an event of default under the Senior Notes. Additionally, any events of default under the Senior Notes
which give rise to the ability of the holders of such indebtedness to exercise their acceleration rights also result
in an event of default under the $450 Million Revolving Credit Facility.

If the Company were to be in default under the $450 Million Revolving Credit Facility, and if the lenders under
the $450 Million Revolving Credit Facility elected to exercise their rights to accelerate the Company’s
obligations under the $450 Million Revolving Credit Facility, such events could result in the acceleration of all
or a portion of the Company’s Senior Notes, which would have a material adverse effect on the Company’s
liquidity and financial position. The Company does not have sufficient working capital to satisfy its debt
obligations in the event of an acceleration of all or a substantial portion of the Company’s outstanding
indebtedness.
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12. INCOME TAXES
The income tax expense is comprised of the following components (in thousands):

For the Years Ended December 31,

2008 2007 2006

Current provision
Federal $ 56,452 § 65,338 § 27,936
State 5,862 5,546 1,568
62,314 70,884 29,504

Deferred provision
Federal 25,609 8,972 29,247
State 4,204 604 1,894
29,813 9,576 31,141
Income tax provision $ 92,127 $ 80,460 $ 60,645

The current income tax provisions for 2008, 2007, and 2006 are net of $0.7 million, $1.4 million, and $16.0
million, respectively, of tax benefits of operating loss carry forwards.

Significant components of the Company’s deferred tax assets and liabilities as of December 31, 2008 and 2007,
are as follows (in thousands):

December 31,

2008 2007
Current deferred tax assets:
Asset reserves and liabilities not yet deductible for tax $ 20,082 $ 14,806
Net current deferred tax assets 20,082 14,806
Current deferred tax liabilities:
Other (3,974) (2,556)
Net total current deferred tax assets $ 16,108 $ 12,250
Noncurrent deferred tax assets:
Asset reserves and liabilities not yet deductible for tax $ 16,158 $ 14,554
Tax over book basis of certain assets 21,480 24,235
Net operating loss and tax credit carry forwards 17,114 18,627
Other 4,978 5,339
Total noncurrent deferred tax assets 59,730 62,755
Less valuation allowance (6,533) (7,546)
Net noncurrent deferred tax assets 53,197 55,209
Noncurrent deferred tax liabilities:
Book over tax basis of certain assets (120,523) (89,363)
Other (1,023) (117)
Total noncurrent deferred tax liabilities (121,546) (89,480)
Net total noncurrent deferred tax liabilities $ (68349) § (34,271)
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Deferred income taxes reflect the available net operating losses and the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. Realization of the future tax benefits related to deferred tax assets is dependent on many
factors, including the Company’s past earnings history, expected future earnings, the character and jurisdiction
of such earnings, unsettled circumstances that, if unfavorably resolved, would adversely affect utilization of its
deferred tax assets, carryback and carryforward periods, and tax strategies that could potentially enhance the
likelihood of realization of a deferred tax asset.

The tax benefits associated with equity-based compensation reduced income taxes payable by $9.0 million,
$21.2 million, and $18.2 million during 2008, 2007, and 2006, respectively. Such benefits were recorded as
increases to stockholders’ equity.

A reconciliation of the income tax provision at the statutory income tax rate and the effective tax rate as a
percentage of income from continuing operations before income taxes for the years ended December 31, 2008,
2007, and 2006 is as follows:

2008 2007 2006
Statutory federal rate 35.0% 35.0% 35.0%
State taxes, net of federal tax benefit 31 2.7 2.2
Permanent differences 0.6 0.9 0.8
Change in valuation allowance 0.1) 0.3) 0.0
Other items, net 0.9 (0.6) (1.2)
37.7% 37.7% 36.8%

The Company has approximately $6.7 million in net operating losses applicable to various states that it expects
to carry forward in future years to offset taxable income in such states.  Accordingly, the Company has a
valuation allowance of $0.9 million for the estimated amount of the net operating losses that will expire unused,
in addition to a $5.6 million valuation allowance related to state tax credits that are also expected to expire
unused. Although the Company’s estimate of future taxable income is based on current assumptions that it
believes to be reasonable, the Company’s assumptions may prove inaccurate and could change in the future,
which could result in the expiration of additional net operating losses or credits. The Company would be
required to establish a valuation allowance at such time that it no longer expected to utilize these net operating
losses or credits, which could result in a material impact on its results of operations in the future.

The Company’s effective tax rate was 37.7%, 37.7%, and 36.8% during 2008, 2007, and 2006, respectively.
The Company’s annual effective tax rate increased slightly in 2007 and 2008 compared with 2006 as a result of
an increase in taxable income in states with higher statutory tax rates, the negative impact of a change in Texas
tax law, and interest associated with uncertain tax positions required pursuant to FIN 48. The Company’s
overall effective tax rate is estimated based on the Company’s current projection of taxable income and could
change in the future as a result of changes in these estimates, the implementation of additional tax strategies,
changes in federal or state tax rates, changes in estimates related to uncertain tax positions, or changes in state
apportionment factors, as well as changes in the valuation allowance applied to the Company’s deferred tax
assets that are based primarily on the amount of state net operating losses and tax credits that could expire
unused.

In July 2006, the FASB issued FIN 48, which prescribes a recognition threshold and measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. The guidance prescribed in FIN 48 establishes a recognition threshold of more likely than not that a tax
position will be sustained upon examination. The measurement attribute of FIN 48 requires that a tax position
be measured at the largest amount of benefit that is greater than 50 percent likely of being realized upon
ultimate settlement. FIN 48 was effective for fiscal years beginning after December 15, 2006.

Upon adoption of FIN 48 on January 1, 2007, the Company recognized a $2.2 million increase in the liability
for uncertain tax positions net of certain benefits associated with state net operating losses, which was recorded
as an adjustment to the January 1, 2007 balance of retained earnings. The Company has a $6.6 million liability
recorded for uncertain tax positions as of December 31, 2008, included in other non-current liabilities in the
accompanying balance sheet. The Company recognizes interest and penalties related to unrecognized tax
positions in income tax expense. During the year ended December 31, 2008, the Company recognized $0.5
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million in interest and penalties and as of December 31, 2008 the Company had approximately $0.9 million for
the payment of interest and penalties accrued in other liabilities. The total amount of unrecognized tax positions
that, if recognized, would affect the effective tax rate is $5.8 million. The Company does not currently
anticipate that the total amount of unrecognized tax positions will significantly increase or decrease in the next
twelve months.

The Company’s U.S. federal and state income tax returns for tax years 2004 and beyond remain subject to
examination by the Internal Revenue Service (“IRS”). During 2008, the Company was notified that the IRS
would commence an audit of the Company’s federal income tax returns for the years ended December 31, 2006
and 2007. The audit has just recently begun and, therefore, it is too early to predict the outcome of the audit.
All states in which the company files income tax returns follow the same statute of limitations as federal, with
the exception of the following states whose tax years include December 31, 2002 through December 31, 2007:
Arizona, California, Colorado, Kentucky, Michigan, Minnesota, New Jersey, Texas, and Wisconsin.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Unrecognized Benefit January 1, 2007 $ 4,772
Decreases from Prior Period Tax Positions (111)
Increases from Current Period Tax Positions 771
Decreases Related to Settlements of Tax Positions (396)
Decreases Due to Lapse of Statute of Limitations -

Unrecognized Benefit December 31, 2007 $ 5,036
Decreases from Prior Period Tax Positions (111)
Increases from Current Period Tax Positions 774

Decreases Related to Settlements of Tax Positions -
Decreases Due to Lapse of Statute of Limitations -

Unrecognized Benefit December 31, 2008 $ 5,699

DISCONTINUED OPERATIONS

Under the provisions of SFAS 144, the identification and classification of a facility as held for sale, or the
termination of any of the Company’s management contracts by expiration or otherwise, may result in the
classification of the operating results of such facility, net of taxes, as a discontinued operation, so long as the
financial results can be clearly identified, and so long as the Company does not have any significant continuing
involvement in the operations of the component after the disposal or termination transaction.

As further described in Note 4, in November 2007, the Company accepted an unsolicited offer to sell a facility
located in Houston, Texas and leased to a third-party operator. In accordance with SFAS 144, the Company
classified the $7.6 million net book value of the facility as held for sale as of December 31, 2007. During the
second quarter of 2008, the third-party operator elected not to purchase the facility and instead signed a new
lease for the facility effective July 1, 2008. As a result, the Company has reclassified the facility previously
classified as held for sale as an asset to be held and used and the asset is now reported in property and
equipment in the accompanying consolidated balance sheet. Further, in accordance with SFAS 144, the
Company reclassified the results of operations of this facility to be included in income from continuing
operations for all periods presented.

The results of operations, net of taxes, and the assets and liabilities of three correctional facilities each as further
described below, have been reflected in the accompanying consolidated financial statements as discontinued
operations in accordance with SFAS 144 for the years ended December 31, 2008, 2007, and 2006.

During September 2006, the Company received notification from the Liberty County Commission in Liberty
County, Texas that, as a result of a contract bidding process, the County elected to transfer management of the
380-bed Liberty County Jail/Juvenile Center to another operator. Accordingly, the Company’s contract with the
County expired in January 2007 and the results of operations, net of taxes, and the assets and liabilities of this
facility are being reported as discontinued operations for all periods presented.
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As a result of Shelby County’s evolving relationship with the Tennessee Department of Children’s Services
(“DCS”) whereby the DCS prefers to oversee the juveniles at facilities under DCS control, the Company ceased
operations of the 200-bed Shelby Training Center located in Memphis, Tennessee in August 2008. The
Company reclassified the results of operations, net of taxes, and the assets and liabilities of this facility,
excluding property and equipment, as discontinued operations upon termination of the management contract
during the third quarter of 2008 for all periods presented. The property and equipment of this facility will
continue to be reported as continuing operations, as the Company retained ownership of the building and
equipment and completed the purchase of the land during the fourth quarter of 2008 from Shelby County,
Tennessee for $150,000. The Company is currently evaluating strategies to maximize the value of the Shelby
Training Center.

In May 2008, the Company notified the Bay County Commission of its intention to exercise the Company’s
option to terminate the operational management contract for the 1,150-bed Bay County Jail and Annex in
Panama City, Florida, effective October 9, 2008. Accordingly, the Company’s contract with the Bay County
Commission expired in October 2008 and the results of operations, net of taxes, and the assets and liabilities of
this facility are being reported as discontinued operations for all periods presented.

The following table summarizes the results of operations for these facilities for the years ended
December 31, 2008, 2007, and 2006 (in thousands):

For the Years Ended December 31,

2008 2007 2006
REVENUE:
Owned $ 3,269 $ 6,715 $ 6,633
Managed-only 12,982 17,355 21,074
16,251 24,070 27,707
EXPENSES:
Owned 3,354 5,840 6,273
Managed-only 13,965 16,123 19,674
Depreciation and amortization 652 143 350
Goodwill impairment - 1,020 -
17,971 23,126 26,297
OPERATING INCOME (LOSS) (1,720) 944 1,410
Other (income) expense (49) 5 36
INCOME (LOSS) BEFORE INCOME TAXES (1,671) 939 1,374
Income tax (expense) benefit 648 (372) (504)
INCOME (LOSS) FROM DISCONTINUED
OPERATIONS, NET OF TAXES $  (1,023) $ 567 $ 870
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The assets and liabilities of the discontinued operations presented in the accompanying consolidated balance
sheets are as follows (in thousands):

ASSETS December 31,
2008 2007

Cash and cash equivalents $ - $ 126
Accounts receivable 1,263 4,836
Prepaid expenses and other current assets 234 132
Total current assets 1,497 5,094

Property and equipment, net - 761
Other assets - 10
Total assets $ 1,497 $ 5,865

LIABILITIES

Accounts payable and accrued expenses $ 1,143 $ 4,528
Total current liabilities $ 1,143 $ 4,528

Pursuant to a re-bid of the management contracts, during September 2008, the Company was notified by the
Texas Department of Criminal Justice (“TDCJ”) of its intent to transfer the management of the 500-bed B.M.
Moore Correctional Center in Overton, Texas and the 518-bed Diboll Correctional Center in Diboll, Texas to
another operator, upon the expiration of the management contracts on January 16, 2009. Both of these facilities
are owned by the TDCJ. The Company currently expects to reclassify the results of operations, net of taxes,
and the assets and liabilities of these two facilities as discontinued operations upon termination of operations in
the first quarter of 2009 for all periods presented. The termination of the management contracts is not expected
to have a material effect on the Company’s financial statements.

During December 2008, the Company was notified by Hamilton County, Ohio of its intent to terminate the
lease for the 850-bed Queensgate Correctional Facility located in Cincinnati, Ohio. The County elected to
terminate the lease due to funding issues being experienced by the County. The Company expects to be able to
find an alternative use for the facility, to include but not be limited to, a new lease arrangement, a management
contract to operate the facility, or the ability to sell the facility to a third party. The termination of the lease is
not expected to have a material effect on the Company’s financial statements. The Company currently expects
to reclassify the results of operations, net of taxes, of this facility as discontinued operations upon termination of
the lease in the first quarter of 2009 for all periods presented.

STOCKHOLDERS’ EQUITY
Common Stock

Restricted shares. During 2008, the Company issued approximately 279,000 shares of restricted common stock
to certain of the Company’s employees, with an aggregate value of $7.5 million, including 218,000 restricted
shares to employees whose compensation is charged to general and administrative expense and 61,000
restricted shares to employees whose compensation is charged to operating expense. During 2007, the
Company issued approximately 312,000 shares of restricted common stock to certain of the Company’s
employees, with an aggregate value of $8.3 million, including 254,000 restricted shares to employees whose
compensation is charged to general and administrative expense and 58,000 shares to employees whose
compensation is charged to operating expense.

The Company established performance-based vesting conditions on the restricted stock awarded to the
Company’s officers and executive officers. Unless earlier vested under the terms of the restricted stock, shares
issued to officers and executive officers are subject to vesting over a three-year period based upon the
satisfaction of certain performance criteria. No more than one-third of such shares may vest in the first
performance period; however, the performance criteria are cumulative for the three-year period. Unless earlier
vested under the terms of the restricted stock, the shares of restricted stock issued to other employees of the
Company vest after three years of continuous service.
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Nonvested restricted common stock transactions as of December 31, 2008 and for the year then ended are
summarized below (in thousands, except per share amounts).

Shares of restricted Weighted average
common stock grant date fair value
Nonvested at December 31, 2007 864 $ 17.87
Granted 279 $ 26.78
Cancelled 41) $ 21.17
Vested (373) $ 14.87
Nonvested at December 31, 2008 729 $ 22.64

During 2008, 2007, and 2006, the Company expensed $5.9 million ($1.1 million of which was recorded in
operating expenses and $4.8 million of which was recorded in general and administrative expenses),
$5.1 million ($1.0 million of which was recorded in operating expenses and $4.1 million of which was recorded
in general and administrative expenses), and $4.6 million ($1.3 million of which was recorded in operating
expenses and $3.3 million of which was recorded in general and administrative expenses), net of forfeitures,
relating to the restricted common stock, respectively. As of December 31, 2008, the Company had $7.4 million
of total unrecognized compensation cost related to restricted common stock that is expected to be recognized
over a remaining weighted-average period of 1.7 years.

Stock Repurchase Program. In November 2008 the Company’s Board of Directors approved a stock repurchase
program to purchase up to $150.0 million of the Company’s common stock through December 31, 2009.
During the fourth quarter of 2008, the Company completed the purchase of 1.1 million shares at a total cost of
$16.6 million. Funds for the repurchase program are expected to come from cash on hand, net cash provided by
operations, and borrowings available under the Company’s revolving credit facility.

Preferred Stock

The Company has the authority to issue 50.0 million shares of $0.01 par value per share preferred stock (the
“Preferred Stock™). The Preferred Stock may be issued from time to time upon authorization by the Board of
Directors, in such series and with such preferences, conversion or other rights, voting powers, restrictions,
limitations as to dividends, qualifications or other provisions as may be fixed by the Company’s board of
directors.

Stock Warrants

In connection with a merger completed during 2000, the Company issued warrants for the purchase of
approximately 225,000 shares of its common stock, at an exercise price of $11.10 per share. On
August 8, 2007, 75,000 warrants were exercised at a price of $11.10 per share. The holder of such warrants
elected to satisfy the cost of the warrants using a net share settlement method, resulting in the issuance of
48,000 shares of common stock by the Company. On October 23, 2008, the holder of the remaining 150,000
warrants elected to exercise the warrants using a net share settlement method, resulting in the issuance of
77,000 shares of stock by the Company.

Stock Option Plans

The Company has equity incentive plans under which, among other things, incentive and non-qualified stock
options are granted to certain employees and non-employee directors of the Company by the compensation
committee of the Company’s board of directors. The options are granted with exercise prices equal to the fair
market value on the date of grant. Vesting periods for options granted to employees generally range from three
to four years. Options granted to non-employee directors prior to 2007 vested on the date of grant. Options
granted to non-employee directors during 2007 and 2008 vest on the first anniversary of the grant date. The
term of such options is ten years from the date of grant.
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Stock option transactions relating to the Company’s non-qualified stock option plans are summarized below (in
thousands, except exercise prices):

Weighted-
Weighted- Average
Average Remaining  Aggregate

No. of Exercise Price Contractual Intrinsic

options of options Term Value
Outstanding at December 31, 2007 5,292 $ 1238
Granted 671 26.61
Exercised (1,074) 8.04
Cancelled (201) 40.28
Outstanding at December 31, 2008 4,688 $ 14.22 5.6 $ 49,963
Exercisable at December 31, 2008 3,528 $ 10.93 4.6 $ 47,782

The aggregate intrinsic value in the table above represents the total pre-tax intrinsic value (the difference
between the Company’s average stock price during 2008 and the exercise price, multiplied by the number of in-
the-money options) that would have been received by the option holders had all option holders exercised their
options on December 31, 2008. This amount changes based on the fair market value of the Company’s stock.
The total intrinsic value of options exercised during the years ended December 31, 2008, 2007, and 2006 was
$19.1 million, $49.1 million, and $44.8 million, respectively.

The weighted average fair value of options granted during 2008, 2007, and 2006 was $7.68, $8.70, and $5.09
per option, respectively, based on the estimated fair value using the Black-Scholes option-pricing model. The
fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model
with the following weighted average assumptions:

2008 2007 2006
Expected dividend yield 0.0% 0.0% 0.0%
Expected stock price volatility 26.1% 25.4% 25.2%
Risk-free interest rate 3.0% 4.7% 4.7%
Expected life of options 5 years 5 years 6 years

The Company estimates expected stock price volatility based on actual historical changes in the market value of
the Company’s stock. The risk-free interest rate is based on the U.S. Treasury yield with a term that is
consistent with the expected life of the stock options. The expected life of stock options is based on the
Company’s historical experience and is calculated separately for groups of employees that have similar
historical exercise behavior.

Nonvested stock option transactions relating to the Company’s non-qualified stock option plans as of December
31, 2008 and changes during the year ended December 31, 2008 are summarized below (in thousands, except
exercise prices):

Weighted
Number of average grant
options date fair value
Nonvested at December 31, 2007 969 $ 6.86
Granted 671 $ 7.68
Cancelled (43) $ 7.12
Vested (437) $ 5.03
Nonvested at December 31, 2008 1,160 $ 7.30

As of December 31, 2008, the Company had $4.8 million of total unrecognized compensation cost related to
stock options that is expected to be recognized over a remaining weighted-average period of 2.0 years.
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At the Company’s 2007 annual meeting of stockholders held in May 2007, the Company’s stockholders
approved the 2008 Stock Incentive Plan that authorizes the issuance of new awards in respect of an aggregate of
up to 6.0 million shares. In addition, during the 2003 annual meeting the stockholders approved the adoption of
the Company’s Non-Employee Directors” Compensation Plan, authorizing the Company to issue up to 225,000
shares of common stock pursuant to the plan. These changes were made in order to provide the Company with
adequate means to retain and attract quality directors, officers and key employees through the granting of equity
incentives. As of December 31, 2008, the Company had 4.5 million shares available for issuance under the
2008 Stock Incentive Plan and 0.2 million shares available for issuance under the Non-Employee Directors’
Compensation Plan. The Company also had 0.1 million shares available for issuance under its Amended and
Restated 2000 Stock Incentive Plan.

EARNINGS PER SHARE

In accordance with Statement of Financial Accounting Standards No. 128, “Earnings Per Share” (“SFAS 128”),
basic earnings per share is computed by dividing net income available to common stockholders by the weighted
average number of common shares outstanding during the year. Diluted earnings per share reflects the potential
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into
common stock or resulted in the issuance of common stock that then shared in the earnings of the entity. For
the Company, diluted earnings per share is computed by dividing net income available to common stockholders
as adjusted, by the weighted average number of common shares after considering the additional dilution related
to restricted common stock plans, stock options, and warrants.

A reconciliation of the numerator and denominator of the basic earnings per share computation to the numerator
and denominator of the diluted earnings per share computation is as follows (in thousands, except per share
data):

For the Years Ended December 31,

2008 2007 2006
NUMERATOR
Basic:
Income from continuing operations $ 151,964 $ 132,806 $ 104,369
Income (loss) from discontinued operations, net of taxes (1,023) 567 870
Net income $ 150,941 $ 133,373 $ 105,239
Diluted:
Income from continuing operations $ 151,964 $ 132,806 $ 104,369
Income (loss) from discontinued operations, net of taxes (1,023) 567 870
Diluted net income $ 150,941 $ 133,373 $ 105,239
DENOMINATOR
Basic:
Weighted average common shares outstanding 124,464 122,553 119,714
Diluted:
Weighted average common shares outstanding 124,464 122,553 119,714
Effect of dilutive securities:
Stock options and warrants 1,536 2,480 3,018
Restricted stock-based compensation 250 348 326
Weighted average shares and assumed conversions 126,250 125,381 123,058
BASIC EARNINGS PER SHARE:
Income from continuing operations $ 1.22 $ 1.08 $ 0.87
Income (loss) from discontinued operations, net of taxes (0.01) 0.01 0.01
Net income $ 1.21 $ 1.09 $ 0.88
DILUTED EARNINGS PER SHARE:
Income from continuing operations $ 1.21 $ 1.06 $ 0.85
Income (loss) from discontinued operations, net of taxes (0.01) - 0.01
Net income $ 1.20 $ 1.06 $ 0.86
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COMMITMENTS AND CONTINGENCIES
Legal Proceedings

General. The nature of the Company’s business results in claims and litigation alleging that it is liable for
damages arising from the conduct of its employees, inmates, or others. The nature of such claims include, but is
not limited to, claims arising from employee or inmate misconduct, medical malpractice, employment matters,
property loss, contractual claims, and personal injury or other damages resulting from contact with the
Company’s facilities, personnel or prisoners, including damages arising from a prisoner’s escape or from a
disturbance or riot at a facility. The Company maintains insurance to cover many of these claims, which may
mitigate the risk that any single claim would have a material effect on the Company’s consolidated financial
position, results of operations, or cash flows, provided the claim is one for which coverage is available. The
combination of self-insured retentions and deductible amounts means that, in the aggregate, the Company is
subject to substantial self-insurance risk.

The Company records litigation reserves related to certain matters for which it is probable that a loss has been
incurred and the range of such loss can be estimated. Based upon management’s review of the potential claims
and outstanding litigation and based upon management’s experience and history of estimating losses,
management believes a loss in excess of amounts already recognized would not be material to the Company’s
financial statements. In the opinion of management, there are no pending legal proceedings that would have a
material effect on the Company’s consolidated financial position, results of operations, or cash flows. Any
receivable for insurance recoveries is recorded separately from the corresponding litigation reserve, and only if
recovery is determined to be probable. Adversarial proceedings and litigation are, however, subject to inherent
uncertainties, and unfavorable decisions and rulings could occur which could have a material adverse impact on
the Company’s consolidated financial position, results of operations, or cash flows for the period in which such
decisions or rulings occur, or future periods. Expenses associated with legal proceedings may also fluctuate
from quarter to quarter based on changes in the Company’s assumptions, new developments, or by the
effectiveness of the Company’s litigation and settlement strategies.

Insurance Contingencies

Each of the Company’s management contracts and the statutes of certain states require the maintenance of
insurance. The Company maintains various insurance policies including employee health, workers’
compensation, automobile liability, and general liability insurance. These policies are fixed premium policies
with various deductible amounts that are self-funded by the Company. Reserves are provided for estimated
incurred claims for which it is probable that a loss has been incurred and the range of such loss can be
estimated.

Guarantees

Hardeman County Correctional Facilities Corporation (“HCCFC”) is a nonprofit, mutual benefit corporation
organized under the Tennessee Nonprofit Corporation Act to purchase, construct, improve, equip, finance, own
and manage a detention facility located in Hardeman County, Tennessee. HCCFC was created as an
instrumentality of Hardeman County to implement the County’s incarceration agreement with the state of
Tennessee to house certain inmates.

During 1997, HCCFC issued $72.7 million of revenue bonds, which were primarily used for the construction of
a 2,016-bed medium security correctional facility. In addition, HCCFC entered into a construction and
management agreement with the Company in order to assure the timely and coordinated acquisition,
construction, development, marketing and operation of the correctional facility.

HCCEFC leases the correctional facility to Hardeman County in exchange for all revenue from the operation of

the facility. HCCFC has, in turn, entered into a management agreement with the Company for the correctional
facility.
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In connection with the issuance of the revenue bonds, the Company is obligated, under a debt service deficit
agreement, to pay the trustee of the bond’s trust indenture (the “Trustee”) amounts necessary to pay any debt
service deficits consisting of principal and interest requirements (outstanding principal balance of $45.3 million
at December 31, 2008 plus future interest payments), if there is any default. In addition, in the event the state of
Tennessee, which is currently utilizing the facility to house certain inmates, exercises its option to purchase the
correctional facility, the Company is also obligated to pay the difference between principal and interest owed on
the bonds on the date set for the redemption of the bonds and amounts paid by the state of Tennessee for the
facility plus all other funds on deposit with the Trustee and available for redemption of the bonds. Ownership
of the facility reverts to the state of Tennessee in 2017 at no cost. Therefore, the Company does not currently
believe the state of Tennessee will exercise its option to purchase the facility. At December 31, 2008, the
outstanding principal balance of the bonds exceeded the purchase price option by $12.0 million.

Retirement Plan

All employees of the Company are eligible to participate in the Corrections Corporation of America 401(k)
Savings and Retirement Plan (the “Plan”) upon reaching age 18 and completing one year of qualified service.
Eligible employees may contribute up to 90% of their eligible compensation subject to IRS limitations. For the
years ended December 31, 2008, 2007, and 2006, the Company provided a discretionary matching contribution
equal to 100% of the employee’s contributions up to 5% of the employee’s eligible compensation to employees
with at least one thousand hours of employment in the plan year, and who were employed by the Company on
the last day of the plan year. Employer contributions and investment earnings or losses thereon become vested
20% after two years of service, 40% after three years of service, 80% after four years of service, and 100% after
five or more years of service.

During the years ended December 31, 2008, 2007, and 2006, the Company’s discretionary contributions to the
Plan, net of forfeitures, were $8.3 million, $8.2 million, and $7.5 million, respectively.

Deferred Compensation Plans

During 2002, the compensation committee of the board of directors approved the Company’s adoption of two
non-qualified deferred compensation plans (the “Deferred Compensation Plans”) for non-employee directors
and for certain senior executives. The Deferred Compensation Plans are unfunded plans maintained for the
purpose of providing the Company’s directors and certain of its senior executives the opportunity to defer a
portion of their compensation. Under the terms of the Deferred Compensation Plans, certain senior executives
may elect to contribute on a pre-tax basis up to 50% of their base salary and up to 100% of their cash bonus, and
non-employee directors may elect to contribute on a pre-tax basis up to 100% of their director retainer and
meeting fees. During the years ended December 31, 2008, 2007, and 2006, the Company matched 100% of
employee contributions up to 5% of total cash compensation. The Company also contributes a fixed rate of
return on balances in the Deferred Compensation Plans, determined at the beginning of each plan year.
Matching contributions and investment earnings thereon vest over a three-year period from the date of each
contribution. Vesting provisions of the Plan were amended effective January 1, 2005 to conform with the
vesting provisions of the Company’s 401(k) Plan for all matching contributions beginning in 2005.
Distributions are generally payable no earlier than five years subsequent to the date an individual becomes a
participant in the Plan, or upon termination of employment (or the date a director ceases to serve as a director of
the Company), at the election of the participant, but not later than the fifteenth day of the month following the
month the individual attains age 65.

During 2008, 2007 and 2006, the Company provided a fixed return of 7.5% for each year to participants in the
Deferred Compensation Plans. The Company has purchased life insurance policies on the lives of certain
employees of the Company, which are intended to fund distributions from the Deferred Compensation Plans.
The Company is the sole beneficiary of such policies. At the inception of the Deferred Compensation Plans, the
Company established an irrevocable Rabbi Trust to secure the plans’ obligations. However, assets in the
Deferred Compensation Plans are subject to creditor claims in the event of bankruptcy. During 2008, 2007 and
2006, the Company recorded $385,000, $365,000 and $256,000, respectively, of matching contributions as
general and administrative expense associated with the Deferred Compensation Plans. As of
December 31, 2008 and 2007, the Company’s liability related to the Deferred Compensation Plans was
$7.0 million and $5.1 million, respectively, which was reflected in accounts payable and accrued expenses and
other liabilities in the accompanying balance sheets.
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17.

Employment and Severance Agreements

The Company currently has employment agreements with several of its executive officers, which provide for
the payment of certain severance amounts upon termination of employment under certain circumstances or a
change of control, as defined in the agreements.

SEGMENT REPORTING

As of December 31, 2008, the Company owned and managed 43 correctional and detention facilities, and
managed 22 correctional and detention facilities it does not own. Management views the Company’s operating
results in two reportable segments: owned and managed correctional and detention facilities and managed-only
correctional and detention facilities. The accounting policies of the reportable segments are the same as those
described in Note 2. Owned and managed facilities include the operating results of those facilities owned and
managed by the Company. Managed-only facilities include the operating results of those facilities owned by a
third party and managed by the Company. The Company measures the operating performance of each facility
within the above two reportable segments, without differentiation, based on facility contribution. The Company
defines facility contribution as a facility’s operating income or loss from operations before interest, taxes,
goodwill impairment, depreciation and amortization. Since each of the Company’s facilities within the two
reportable segments exhibit similar economic characteristics, provide similar services to governmental agencies,
and operate under a similar set of operating procedures and regulatory guidelines, the facilities within the
identified segments have been aggregated and reported as one reportable segment.

The revenue and facility contribution for the reportable segments and a reconciliation to the Company’s
operating income is as follows for the three years ended December 31, 2008, 2007, and 2006 (in thousands):

For the Years Ended December 31,

2008 2007 2006

Revenue:

Owned and managed $ 1,229,339 $ 1,091,233 $ 953,910

Managed-only 357,723 345,052 329,894
Total management revenue 1,587,062 1,436,285 1,283,804
Operating expenses:

Owned and managed 798,147 718,155 646,467

Managed-only 306,449 295,536 280,682
Total operating expenses 1,104,596 1,013,691 927,149
Facility contribution:

Owned and managed 431,192 373,078 307,443

Managed-only 51,274 49,516 49,212
Total facility contribution 482,466 422,594 356,655
Other revenue (expense):

Rental and other revenue 11,844 20,028 19,577

Other operating expense (19,406) (22,396) (20,797)

General and administrative expense (80,308) (74,399) (63,593)

Depreciation and amortization (90,809) (78,539) (67,323)

Goodwill impairment - (554) -
Operating income $ 303,787 $ 266,734 $ 224,519
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The following table summarizes capital expenditures for the reportable segments for the years ended

December 31, 2008, 2007, and 2006 (in thousands):

For the Years Ended December 31,

2008 2007 2006
Capital expenditures:
Owned and managed $ 465,235 $ 344,287 $ 126,819
Managed-only 4,616 10,888 19,617
Corporate and other 12,239 17,838 19,656
Discontinued operations 123 149 319
Total capital expenditures $ 482,213 $ 373,162 $ 166,411
The assets for the reportable segments are as follows (in thousands):
December 31,
2008 2007
Assets:
Owned and managed $ 2,582,485 $ 2,161,332
Managed-only 115,290 116,349
Corporate and other 172,102 202,194
Discontinued operations 1,497 5,865
Total assets $ 2,871,374 $ 2,485,740
18. SUBSEQUENT EVENTS
During February 2009, the Company issued 319,896 shares of restricted common stock and common stock units
to certain of the Company’s employees, with an aggregate value of $3.4 million. Unless earlier vested under
the terms of the restricted stock unit agreement, 187,006 restricted stock units were issued to officers and
executive officers and are subject to vesting over a three year period based upon satisfaction of certain
performance criteria for the fiscal years ending December 31, 2009, 2010 and 2011. No more than one third of
such restricted stock units may vest in the first performance period; however, the performance criteria are
cumulative for the three year period. Any restricted stock units that become vested will be settled in shares of
the Company’s common stock. Unless earlier vested under the terms of the restricted stock agreements,
132,890 shares of restricted stock issued to certain other employees of the Company vest during 2012.
19. SELECTED QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Selected quarterly financial information for each of the quarters in the years ended December 31, 2008 and
2007 is as follows (in thousands, except per share data):

March 31, June 30, September 30, December 31,
2008 2008 2008 2008

Revenue (1) $ 383,043 $ 394,025 $§ 407,464 $§ 414374
Operating income (1) 70,530 74,837 75,136 83,284
Loss from discontinued operations, net of

taxes (1) (20) (238) (340) (425)
Net income 34,998 37,527 37,891 40,525
Basic earnings per share:

Net income $ 0.28 0.30 $ 0.30 $ 0.32
Diluted earnings per share:

Net income $ 0.28 0.30 $ 0.30 $ 0.32
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(1) The amounts presented for the first three quarters of 2008 are not equal to the same amounts previously reported in Form
10-Q for each period as a result of discontinued operations. Below is reconciliation to the amounts previously reported in

Form 10-Q:
March 31, June 30, September 30,
2008 2008 2008
Total revenue previously reported $ 388,360 $ 399,616 $ 411,885
Discontinued operations (5,317) (5,591) (4,421)
Revised total revenue $ 383,043 $ 394,025 $ 407,464
Operating income previously reported $ 70,101 $ 74,436 $ 74,856
Discontinued operations 429 401 280
Revised operating income $ 70,530 $ 74,837 $ 75,136
Income (loss) from discontinued operations, net of
taxes $ 241 $ - $ (200)
Additional discontinued operations subsequent to
the respective reporting period (261) (238) (140)
Revised loss from discontinued
operations, net of taxes $ (20) $ (238)  § (340)
March 31, June 30, September 30, December 31,
2007 2007 2007 2007
Revenue (2) $ 345263 $ 356,808 $ 373,428 $ 380,814
Operating income (2) 66,018 65,259 65,712 69,745
Income (loss) from discontinued operations,
net of taxes (2) 111 325 499 (368)
Net income 32,570 32,602 33,255 34,946
Basic earnings per share:
Net income $ 027 §$ 0.27 $ 0.27 $ 0.28
Diluted earnings per share:
Net income $ 026 $ 0.26 $ 0.26 $ 0.28

(2) The amounts presented for the four quarters of 2007 are not equal to the same amounts previously reported in the
respective reports on Form 10-Q and Form 10-K for each period as a result of discontinued operations. Below is
reconciliation to the amounts previously reported:

March 31, June 30, September 30, December 31,
2007 2007 2007 2007
Total revenue previously reported $ 350,536 $ 362,770 $ 378,256  $ 386,384
Discontinued operations (5,273) (5,962) (4,828) (5,570)
Revised total revenue $ 345,263 $ 356,808 $ 373,428 $ 380,814
Operating income previously reported $ 65,363 $ 65,786  § 66,370 $ 68,794
Discontinued operations 155 (527) (658) 951
Revised operating income $ 66,018 $ 65,259 $ 65,712  § 69,745

Income from discontinued operations, net of
taxes $ 208 $ - $ 104§ 226
Additional discontinued operations
subsequent to the respective reporting
period o7 325 395 (594)
Revised income (loss) from discontinued
operations, net of taxes

111 $ 325 $ 499 $ (368)
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