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PART I -- FINANCIAL INFORMATION

ITEM 1 -- FINANCIAL STATEMENTS.

PRISON REALTY TRUST,

INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (SEE NOTE 3)

JUNE 30, 1999 AND DECEMBER 31, 1998
(AMOUNTS IN THOUSANDS, EXCEPT SHARE AMOUNTS)

ASSETS

Real estate properties, at cost:
Correctional and detention facilities
Less accumulated depreciation

Net real estate properties

Cash and cash equivalents

Restricted cash

Notes receivable

Investments in affiliates and others
Investments in direct financing leases
Deferred tax assets

Assets under lease arrangements, net
Receivable from New CCA

Other assets

Total assets

The accompanying Notes to Condensed Consolidated Financial Statements are an

integral part of these statements.

(Continued)

JUNE 30,
1999

(UNAUDITED)

$ 2,200,325
(27,799)

2,172,526

2,052
38,870
138,549
129,975
74,981
44,423
10,593
41, 607

DECEMBER 31,
1998

$ 637,640
(10, 251)

627,389

31,141
138,549
127,691
77,809
51,200



PRISON REALTY TRUST, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (SEE NOTE 3)

JUNE 30, 1999 AND DECEMBER 31, 1998
(AMOUNTS IN THOUSANDS, EXCEPT SHARE AMOUNTS)
(CONTINUED)

LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES:
Distributions payable
Bank credit facility
Notes payable
Convertible subordinated notes and other debt
Accounts payable and accrued expenses
Income taxes payable
Deferred gains on real estate transactions
Deferred gains on sales of contracts
Deferred tax liability

Total liabilities

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred stock, $.01 par value; 10,000,000 shares
authorized; 4,300,000 and 0 outstanding
Common stock, $.01 par value; 300,000,000 shares
authorized, 118,166,000 and 79,956,000 shares issued
and outstanding
Additional paid-in capital
Retained earnings
Cumulative net income
Accumulated distributions

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying Notes to Condensed Consolidated Financial Statements are an

integral part of these statements.

JUNE 30,
1999

(UNAUDITED)

$ 215,642
648, 750
100, 000

70,796
99,373

5,746
110, 996
32,000

43

1,182
1,378,922

121,018
(130, 892)

DECEMBER 31,
1998

$ --
222,000
77,833
81,200
14,966
125,751
116,701

800
398, 493
52,693



REVENUES:

Rental revenues
Interest income
Licensing fees

PRISON REALTY TRUST,

Management and other revenues

EXPENSES:

Depreciation and amortization
General and administrative

Operating

Lease

OPERATING INCOME

INC.

Equity in earnings of subsidiaries and amortization

of deferred gains
Interest expense
Interest income

Loss on disposition of property

INCOME BEFORE INCOME TAXES

Provision for change in tax status

Provision for income taxes

NET INCOME

DIVIDENDS TO PREFERRED SHAREHOLDERS

NET INCOME AVAILABLE FOR COMMON

SHARES

NET INCOME AVAILABLE PER COMMON

SHARE :
BASIC

DILUTED

WEIGHTED AVERAGE COMMON SHARES

OUTSTANDING, BASIC

WEIGHTED AVERAGE COMMON SHARES

OUTSTANDING, DILUTED

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (SEE NOTE 3)
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 1999 AND 1998
(UNAUDITED AND AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

THREE MONTHS
ENDED
JUNE 30,
1999

THREE MONTHS

ENDED
JUNE 30,
1998

164,071

3,899
5,510
114,623
13,841

The accompanying Notes to Condensed Consolidated Financial Statements are an
integral part of these statements.

SIX MONTHS SIX MONTHS
ENDED ENDED
JUNE 30, JUNE 30,
1999 1998
$ 129,468 $ --
12,041 --
4,318 --
-- 305, 369
145, 827 305, 369
20, 419 7,287
2,607 10, 463
-- 214,342
-- 24,936
23,026 257,028
122,801 48,341
15,157 --
(15,309) (3,276)
-- 8,487
(1,631) --
121,018 53,552
83,200 --
-- 14,021
37,818 39,531
(4,300) --
$ 33,518 $ 39,531
$ 0.30 $ 0.57
$ 0.30 $ 0.50
111,871 69,934
112, 687 78,971




PRISON REALTY TRUST, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (SEE NOTE 3)

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND 1998
(UNAUDITED AND AMOUNTS IN THOUSANDS)

SIX MONTHS SIX MONTHS

ENDED ENDED
JUNE 30, JUNE 30,
1999 1998

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 37,818 $ 39,531
Adjustments to reconcile net loss to net cash provided by
operating activities:

Depreciation and amortization 20,419 7,287
Provision for change in tax status 83,200 --
Deferred and other noncash income taxes -- 1,818
Other noncash items 536 243
Loss on disposition of property 1,631 2
Equity in earnings of unconsolidated entities (9,819) (544)
Recognized gain on sales of contracts (5,338) --
Recognized gain on real estate transactions -- (5,070)
Changes in assets and liabilities, net

Accounts receivable (1,412) (24, 253)
Prepaid expenses (120) (2,367)
Other current assets (9,285) (622)
Accounts payable (9,304) 31,248
Income taxes payable (9,220) (10,253)
Accrued expenses and other liabilities 5,460 1,705
Net cash provided by operating activities 104,566 38,725

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions of property and equipment (351,032) (189, 225)
Increase in restricted cash and investments (21,682) --
Cash acquired in purchase of CCA Prison Realty Trust 21,894 --
Payments under lease arrangements (44,959) --
Increase in other assets (400) (12,414)
Proceeds from disposal of assets -- 36,132
Acquisition of USCC subsidiaries, net of cash acquired -- (9,341)
Payments from investment in affiliates, net 7,535 (157)
Payments received on direct financing leases and notes receivable 2,827 2,627
Net cash used in investing activities (385,817) (172,378)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of long-term debt 40,000 --
Payments on long-term debt (1,286) (22)
Proceeds from line of credit, net 148,400 140,000
Proceeds from issuance of senior notes 100, 000 --
Payment of debt issuance costs (12, 290) (2,925)
Proceeds from issuance of common stock 119,672 --
Distributions paid on common shares (138,075) --
Distributions paid on preferred shares (4,300) --
Proceeds from exercise of stock options and warrants 41 1,508
Purchase of treasury stock -- (7,600)
Net cash provided by financing activities 252,162 130,961
NET DECREASE IN CASH AND CASH EQUIVALENTS (29,089) (2,692)
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD 31,141 136,147
CASH AND CASH EQUIVALENTS, END OF THE PERIOD $ 2,052 $133,455

(CONTINUED)



PRISON REALTY TRUST, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (SEE NOTE 3)
FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND 1998
(UNAUDITED AND AMOUNTS IN THOUSANDS)

(CONTINUED)

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for:
Interest (net of capitalized amounts)

Income taxes

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES-

INCREASES (DECREASES) TO CASH:
Long-term debt was converted into common stock:
Other assets
Long-term debt
Common stock
Additional paid-in capital
Treasury stock
Retained earnings

The Company acquired treasury stock and issued common stock

through the exercise of stock options:
Common stock

Additional paid-in capital

Retained earnings

Treasury stock, at cost

The Company converted a facility from investment in direct
financing lease to property and equipment by acquiring the

equity in the facility from the leasing entity:
Accounts receivable

Property and equipment

Investment in direct financing leases

The Company acquired CCA Prison Realty Trust's assets and
liabilities for stock:
Restricted cash
Property and equipment
Other assets
Accounts payable and accrued expenses
Line of credit
Distributions payable
Common stock
Preferred stock
Additional paid-in capital
Retained earnings
Accumulated distributions

Net cash acquired

1999 1998
$ 984 $ 2,921
$ 9,220  $ 22,231
$ 1,161  $ 5
(47,000) (1,400)

50 51

45,789 32

-- 32,812

-- (31,500)

$ -~ 8 -
$ -- $ 398
-- 3,331
-- (114)
-- (3,615)

$ -8 --
$ -- $ 3,500
-- (16,207)

-- 12,707

$ -3 --
$ (17,188) $ --
(1,323,100) --
(9,496) --
29,248 --
279,600 --
2,150 --

253 --

43 --
1,081,161 --
43,817 --
(64,594) --

$ 21,894 $ --

The accompanying Notes to Condensed Consolidated Financial Statements are an

integral part of these statements.



PRISON REALTY TRUST, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999

1. ORGANIZATION AND OPERATIONS
BACKGROUND AND FORMATION TRANSACTIONS

Prison Realty Trust, Inc., formerly Prison Realty Corporation, a Maryland
corporation (the "Company"), was formed in September 1998. Corrections
Corporation of America, a Tennessee corporation ("Old CCA"), and CCA Prison
Realty Trust, a Maryland real estate investment trust ("Prison Realty"), merged
with and into the Company on December 31, 1998 and January 1, 1999, respectively
(collectively, the "Merger"), pursuant to an Amended and Restated Agreement and
Plan of Merger by and among 0ld CCA, Prison Realty and the Company, dated as of
September 29, 1998. Reference is made to the "Notes to the Condensed
Consolidated Financial Statements" for the Company included in the Company's
Quarterly Report on Form 10-Q for the quarter ended March 31, 1999, filed with
the Commission on May 14, 1999 (File no. 0-25245), with respect to certain
Merger transactions and contractual relationships as well as other pertinent
information of the Company.

The Merger has been accounted for as a reverse acquisition of the Company by 01d
CCA and the acquisition of Prison Realty by the Company. As such, 0ld CCA's
assets and liabilities have been carried forward at historical cost and the
provisions of reverse acquisition accounting prescribe that 0ld CCA's historical
financial statements be presented as the Company's historical financial
statements. The historical equity sections of the financial statements and
earnings per share have been retroactively restated to reflect the Company's
equity structure including the exchange ratio and the effects of the differences
in par values of the respective companies' common stock. Prison Realty's assets
and liabilities have been recorded at fair market value, as required by
Accounting Principles Board Opinion No. 16.

OPERATIONS

Prior to the Merger, 0ld CCA operated and managed prisons and other correctional
and detention facilities and provided prisoner transportation services for
governmental agencies. 0ld CCA also provided a full range of related services to
governmental agencies, including managing, financing, developing, designing and
constructing new correctional and detention facilities and redesigning and
renovating older facilities. Subsequent to the Merger, the Company specializes
in acquiring, developing and owning correctional and detention facilities. The
Company intends to operate so as to qualify as a real estate investment trust,
or REIT, for federal income tax purposes and intends to elect to qualify as a
REIT commencing with its taxable year ending December 31, 1999.

The Company's results of operations for all periods prior to January 1, 1999
reflect the operating results of 0ld CCA and the results of operations
subsequent to January 1, 1999 reflect the operating results of the Company as a
REIT. The accompanying unaudited condensed consolidated financial statements
compare the operating results of the Company for the three and six months ended
June 30, 1999 to the three and six months ended June 30, 1998. Management
believes the comparison between 1999 and 1998 is not meaningful because the 1998
results reflect the operations of 0ld CCA and the 1999 results of operations
reflect the operating results of the Company as a REIT.



PRISON REALTY TRUST, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999
(CONTINUED)

The following unaudited pro forma operating information presents a summary of
comparable consolidated results of combined operations as a REIT of the Company
and Prison Realty for the six months ended June 30, 1998, as if the Merger had
occurred as of January 1, 1998 and excluding the effect of any provision for the
change in tax status. The unaudited pro forma operating information is presented
for comparison purposes only and does not purport to represent what the
Company's results of operations actually would have been had the Merger, in
fact, occurred on January 1, 1998.

PRO FORMA
SIX MONTHS ENDED
JUNE 30, 1998

(amounts in thousands, except per share amounts)

Revenues $103,872
Operating income 84,389
Net income available to common shareholders 80,735
Net income per common share:
Basic $ 0.88
Diluted 0.80

2. MERGER TRANSACTIONS AND RELATED CONTRACTUAL RELATIONSHIPS

On December 31, 1998, immediately prior to the Merger, 0ld CCA sold to
Corrections Corporation of America, formerly Correctional Management Services
Corporation, a privately-held Tennessee corporation formed in connection with
the Merger ("New CCA"), all of the issued and outstanding capital stock of
certain wholly-owned corporate subsidiaries of 0ld CCA, certain management
contracts and certain other assets and liabilities, and entered into a trade
name use agreement as described below. In exchange, 0ld CCA received an
installment note in the principal amount of $137.0 million (the "CCA Note") and
100% of the non-voting common stock of New CCA, representing a 9.5% economic
interest in New CCA valued at the implied fair market value of $4.8 million. The
CCA Note has a term of 10 years and bears interest at a rate of 12% per annum.
Interest only is generally payable for the first four years of the CCA Note, and
the principal will be amortized over the following six years. The sale to New
CCA generated a deferred gain of $62.2 million.

On December 31, 1998, immediately prior to the Merger and in connection with the
Merger, 0ld CCA sold to Prison Management Services, LLC, ("PMS") and Juvenile
and Jail Facility Management Services, LLC ("JJFMS"), two privately-held
Delaware limited liability companies formed in connection with the Merger,
certain management contracts and certain other assets and liabilities relating
to government-owned adult prison facilities and government-owned jails and
juvenile facilities managed by 0ld CCA. In exchange, 0ld CCA received 100% of
the non-voting membership interests in PMS and JJFMS which obligate PMS and
JIFMS to make distributions to 0ld CCA equal to 95% of each companies' net
income, as defined, and are valued at the combined implied fair market value of
$123.0 million. The Company succeeded to these interests as a result of the
Merger, and the Company's interests in PMS and JJFMS are included in
"Investments in affiliates and others" in the accompanying balance sheet. The
sales to PMS and JJFMS generated a combined deferred gain of $53.4 million. On
January 1, 1999, PMS merged with Prison Management Services, Inc., a
privately-held Tennessee corporation ("Service Company A") and JJFMS merged with
Juvenile and Jail Facility Management Services, Inc., a
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PRISON REALTY TRUST, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999
(CONTINUED)

privately-held Tennessee corporation ("Service Company B," and collectively with
Service Company A, the "Service Companies").

The deferred gains from the sales of contracts to New CCA and the Service
Companies will be amortized into income over multi-year periods as specified by
the Securities and Exchange Commission's Staff Accounting Bulletin No. 81. The
Company's investments in the Service Companies are being accounted for under the
equity method of accounting. The Company's investment in New CCA is being
accounted for under the cost method of accounting.

Under a trade name use agreement with New CCA resulting from the Merger (the
"Trade Name Use Agreement"), New CCA pays a licensing fee to the Company for the
right to use the name "Corrections Corporation of America" and derivatives
thereof.

On January 1, 1999, immediately after the Merger, all existing leases between
0ld CCA and Prison Realty were cancelled and the Company entered into a master
lease agreement and leases with respect to each leased property with New CCA
(the "New CCA Leases"). The terms of the New CCA Leases are twelve years which
may be extended at fair market rates for three additional five-year periods upon
the mutual agreement of the Company and New CCA.

On January 1, 1999, immediately after the Merger, the Company entered into a
services agreement (the "Services Agreement") with New CCA pursuant to which New
CCA agreed to serve as a facilitator of the construction and development of
additional facilities on behalf of the Company for a term of five years from the
date of the Services Agreement. In such capacity, New CCA will perform, at the
direction of the Company, such services as are customarily needed in the
construction and development of correctional and detention facilities, including
services related to construction of the facilities, project bidding, project
design, and governmental relations. In consideration for the performance of such
services by New CCA, the Company agreed to pay a fee equal to 5% of the total
capital expenditures (excluding the incentive fee discussed below and the 5% fee
referred to herein) incurred in connection with the construction and development
of a facility, plus an amount equal to approximately $560 per bed for facility
preparation services provided by New CCA prior to the date on which inmates are
first received at such facility. The Board of Directors of the Company has
authorized payments up to an additional 5% of the total capital expenditures (as
determined above) to New CCA if additional services are requested by the
Company. A majority of the Company's current development projects are subject to
a fee totaling 10%.

On January 1, 1999, immediately after the Merger, the Company entered into a
tenant incentive agreement (the "Tenant Incentive Agreement") with New CCA
pursuant to which the Company agreed to pay to New CCA an incentive fee to
induce New CCA to enter into New CCA Leases with respect to those facilities
developed and facilitated by New CCA. The amount of the incentive fee was set at
$840 per bed for each facility leased by New CCA for which New CCA served as
developer and facilitator. This $840 per bed incentive fee, however, did not
include an allowance for rental payments to be paid by New CCA. Therefore, on
May 4, 1999, the Company and New CCA entered into an amended and restated tenant
incentive agreement (the "Amended and Restated Tenant Incentive Agreement"),
effective as of January 1, 1999, providing for (i) a tenant incentive fee of up
to $4,000 per bed payable with respect to all future facilities developed and
facilitated by New CCA, as well as certain other facilities which, although
operational on January 1, 1999, had not achieved full occupancy, and (ii) an
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999
(CONTINUED)

$840 per bed allowance for all beds in operation at the beginning of January
1999, approximately 21,500 beds, that were not subject to the tenant allowance
in the first quarter of 1999. The amount of the amended tenant incentive fee
includes an allowance for rental payments to be paid by New CCA prior to the
facility reaching stabilized occupancy. The term of the Amended and Restated
Tenant Incentive Agreement is four years unless extended upon the written
agreement of the Company and New CCA. The incentive fees with New CCA are being
deferred and amortized as a reduction to rental revenues over the respective
lease term.

Effective January 1, 1999, the Company entered into a four year business
development agreement (the "Business Development Agreement") with New CCA which
provides that New CCA will perform, at the direction of the Company, services
designed to assist the Company in identifying and obtaining new business.
Pursuant to the agreement, the Company has agreed to pay to New CCA a total fee
equal to 4.5% of the total capital expenditures (excluding the amount of the
tenant incentive fee and the services fee discussed above as well as the 4.5%
fee referred to herein) incurred in connection with the construction and
development of each new facility, or the construction and development of an
addition to an existing facility, for which New CCA performed business
development services.

3. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of the Company include all the accounts of
the Company and its subsidiaries subsequent to the Merger, including Prison
Realty Management, Inc., a Tennessee corporation and wholly-owned management
subsidiary. All significant intercompany balances and transactions have been
eliminated.

The accompanying interim consolidated financial statements are unaudited. The
financial statements have been prepared in accordance with generally accepted
accounting principles for interim financial information and in conjunction with
the rules and regulations of the United States Securities and Exchange
Commission (the "Commission"). Accordingly, they do not include all of the
disclosures required by generally accepted accounting principles for complete
financial statements. In the opinion of management, all adjustments (consisting
solely of normal recurring matters) necessary for a fair presentation of the
financial statements for this interim period have been included. The results of
operations for the interim period are not necessarily indicative of the results
to be obtained for the full fiscal year. Reference is made to the audited
financial statements of the Company included in the Company's Annual Report on
Form 10-K for the fiscal year ending December 31, 1998, filed with the
Commission on March 30, 1999 (File no. 0-25245), with respect to certain
significant accounting and financial reporting policies as well as other
pertinent information of the Company. Since prior to the Merger Prison Realty
had operated so as to qualify as a REIT, the Company has adopted certain
significant accounting policies of Prison Realty. Reference is made to the
audited financial statements of Prison Realty included in Prison Realty's Annual
Report on Form 10-K for the fiscal year ending December 31, 1998, filed with the
Commission on March 30, 1999 (File no. 1-13049), with respect to certain
significant accounting and financial reporting policies as well as other
pertinent information of Prison Realty.

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999
(CONTINUED)

4. REAL ESTATE PROPERTIES

As discussed previously, pursuant to the Merger, the Company acquired all of the
assets and liabilities of Prison Realty on January 1, 1999, including 23 leased
facilities and one real estate property under construction. The real estate
properties acquired by the Company in conjunction with the acquisition of Prison
Realty have been recorded at estimated fair market value in accordance with the
purchase method of accounting prescribed by Accounting Principles Board Opinion
No. 16.

At June 30, 1999, the Company owned 51 correctional and detention facilities, of
which 39 facilities were operating, nine were under construction or expansion
and three were in the planning stages, with a total aggregate cost of $2.2
billion. At June 30, 1999, New CCA leased 31 facilities from the Company,
governmental agencies leased five facilities from the Company, and private
operators leased three facilities from the Company. The Company expects to lease
11 of the facilities under development to New CCA.

In April 1999, the Company purchased the Eden Detention Center in Eden, Texas
for $28.0 million. The facility has a design capacity of 1,225 beds and is
managed by New CCA and leased to New CCA under lease terms substantially similar
to the New CCA leases.

5. LONG TERM DEBT

Oon January 1, 1999, in connection with the completion of the Merger, the Company
obtained a $650.0 million, secured credit facility (the "Credit Facility") from
NationsBank, N.A., as Administrative Agent and several U.S. and non-U.S. banks.
The Credit Facility includes up to a maximum of $250.0 million in tranche B term
loans and $400.0 million in revolving loans, including a $150.0 million
subfacility for letters of credit. The term loans require principal quarterly
payments of $625,000 throughout the term of the loan with the remaining balance
maturing on January 1, 2003 and the revolving loans maturing on January 1, 2002.
Interest rates, unused commitment fees, and letter of credit fees on the Credit
Facility are subject to change based on the Company's senior debt rating. The
Credit Facility is secured by mortgages on the Company's real property. At June
30, 1999, the weighted average borrowing rate under the Credit Facility was
7.89% and the outstanding borrowings thereunder were $648.8 million.

On August 4, 1999, the Company completed an amendment and restatement of the
Credit Facility (the "Amended Credit Facility") increasing amounts available to
the Company under the original Credit Facility to $1.0 billion through the
addition of $350.0 million tranche C term loans. The tranche C term loans will
be payable in equal quarterly installments in the amount of $875,000 through the
calendar quarter ending September 30, 2002 with the balance to be paid in full
on December 31, 2002. Under the Amended Credit Facility, Lehman Commercial
Paper, Inc. ("LCPI") replaced NationsBank, N.A., as Administrative Agent.

The Amended Credit Facility, similar to the Credit Facility, provides for
interest rates, unused commitment fees, and letter of credit fees to change
based on the Company's senior debt rating. As with the Credit Facility, the
Amended Credit Facility bears interest at variable rates of interest based on a
spread over the base rate or LIBOR (as elected by the Company), which spread is
determined by reference to the Company's credit rating. The revised spread
ranges from 0.50% to 2.25% for base rate loans and from 2.00% to 3.75% for LIBOR
rate loans. These ranges replace the original spread ranges of

11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1999
(CONTINUED)

0.25% to 1.25% for base rate loans and 1.375% to 2.75% for LIBOR rate loans. The
term loan portions of the Amended Credit Facility bear interest at a variable
base rate equal to 4.0% in excess of LIBOR. This revised rate replaces the
variable base rate equal to 3.25% in excess of LIBOR in the Credit Facility.

The Amended Credit Facility, similar to the Credit Facility, is secured by
mortgages on the Company's real property. Borrowings are limited based on a
revised borrowing base formula which considers, among other things, eligible
real estate. The Amended Credit Facility contains certain revised financial
covenants, primarily: (a) maintenance of leverage, interest coverage, debt
service coverage and total indebtedness ratios, and (b) restrictions on the
incurrence of additional indebtedness. The Amended Credit Facility restricts the
Company's ability to make the 1999 cash payment of the Special Dividend (as
herein defined) unless (a) the Company has liquidity of at least $75.0 million
at the dividend declaration date and (b) the Company receives at least $100.0
million in cash proceeds for the issuance of equity or similar securities from a
new investor receiving representation on the Company's Board of Directors and
(c) New CCA receives at least $25.0 million in cash proceeds from the issuance
of any combination of equity securities and subordinated debt. The Company may,
however, pay up to $31.0 million in cash if only (a) and (c) above are achieved.
The Company was in compliance with all covenants under the Credit Facility
through August 4, 1999 and currently, is in compliance with all covenants under
the Amended Credit Facility. The Company expects to incur expenses of
approximately $40 million related to this amendment and restatement.

On June 11, 1999 the Company completed its offering of $100.0 million aggregate
principal amount of 12% Senior Notes due 2006 (the "Notes"). Interest on the
Notes will be paid semi-annually in arrears and the Notes have a seven year
non-callable term due June 1, 2006. Net proceeds from the offering were
approximately $95 million after deducting expenses payable by Prison Realty in
connection with the offering. The Company used the net proceeds from the sale of
the Notes for general corporate purposes and to repay revolving bank borrowings
under its Credit Facility.

On January 29, 1999, the Company issued $20.0 million of convertible
subordinated notes due in 2009 with interest payable semi-annually at 9.5%. The
notes are convertible into shares of the Company's common stock at a conversion
price of $28.00 per share. This issuance constituted the second tranche of a
commitment by the Company to issue an aggregate of $40.0 million of convertible
subordinated notes, with the first $20.0 million tranche issued in December,
1998 under substantially similar terms.

On March 8, 1999, the Company issued a $20.0 million convertible subordinated
note to Sodexho Alliance, S.A. ("Sodexho") pursuant to a forward contract
assumed by the Company from 0ld CCA in the Merger. The note bore interest at
LIBOR plus 1.35% and was convertible into shares of the Company's common stock
at a conversion price of $7.80 per share. On March 8, 1999, Sodexho converted
(1) $7.0 million of convertible subordinated notes bearing interest at 8.5% into
1.7 million shares of the Company's common stock at a conversion price of $4.09
per share, (ii) $20.0 million of convertible notes bearing interest at 7.5% into
700,000 shares of the Company's common stock at a conversion price of $28.53 and
(iii) $20.0 million of convertible subordinated notes bearing interest at LIBOR
plus 1.35% into 2.6 million shares of the Company's common stock at a conversion
price of $7.80 per share.

The $30.0 million of 7.5% convertible subordinated notes issued to PMI Mezzanine
Fund L.P. in connection with the Merger require that the Company revise the
conversion price as a result of the payment of a dividend or the issuance of
stock or convertible securities below market price. As of June
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30, 1999, the conversion price for the notes was $24.79 as compared to $27.42 at
issuance. This change in conversion price resulted from dividends paid by the
Company in 1999 and from the conversion of the Sodexho convertible subordinated
note on March 8, 1999 into 1.7 million shares of common stock at a conversion
price of $4.09 per share and 2.6 million shares of common stock at a conversion
price of $7.80 per share.

6. DISTRIBUTIONS TO STOCKHOLDERS

On March 4, 1999, the Company's Board of Directors declared a distribution of
$0.60 per share on the Company's common stock, comprised of a regular quarterly
dividend of $0.55 per share and a special dividend of $0.05 per share for the
quarter ended March 31, 1999, to common stockholders of record on March 19,
1999, payable on March 31, 1999. These distributions were paid on March 31,
1999. In addition, the Board of Directors declared a quarterly dividend on the
Company's 8.0% Series A Cumulative Preferred Stock of $0.50 per share to
preferred stockholders of record on March 31, 1999, payable on April 15, 1999.
These dividends were paid on April 15, 1999.

On May 11, 1999, the Company's Board of Directors declared a distribution of
$0.60 per share on the Company's common stock, comprised of a regular quarterly
dividend of $0.55 per share and a special dividend of $0.05 per share for the
quarter ended June 30, 1999, to common stockholders of record on June 18, 1999,
payable on June 30, 1999. These distributions were paid on June 30, 1999. In
addition, the Board of Directors declared a quarterly dividend on the Company's
8.0% Series A Cumulative Preferred Stock of $0.50 per share to preferred
stockholders of record on June 30, 1999, payable on July 15, 1999. These
dividends were paid on July 15, 1999.

The Company, as a REIT, cannot complete any taxable year with accumulated
earnings and profits from a taxable corporation. Accordingly, to preserve its
REIT status, the Company will distribute 0ld CCA's accumulated earnings and
profits to which it succeeded in the Merger (the "Special Dividend"). The
Company anticipates that it will make this distribution to all holders of shares
of its common stock in December 1999. This total distribution is estimated at
$225.0 million and has been accrued on the Company's balance sheet at June 30,
1999 net of a two quarterly prepayments totaling $11.5 million. These
prepayments represent $0.05 per share paid out in March 1999 and $0.05 per share
paid out in June 1999. At the time of payment, the Company intends to allocate
any overage between the Company's regular quarterly dividends paid and an amount
equal to 95% of the Company's taxable net income toward the payment of the
Special Dividend. Certain provisions of the Amended Credit Facility restrict the
Company's ability to make the 1999 cash payment of the Special Dividend in cash,
as described in Note 5, "Long Term Debt."

7. CONTINGENCIES

Since May 26, 1999, fifteen complaints have been filed in federal court in the
United States District Court for the Middle District of Tennessee, Nashville
Division, alleging securities fraud in connection with the agreements entered
into by the Company in May of this year to increase the tenant incentive and
other payments from the Company to New CCA, the Company's primary tenant. A
complaint substantially identical to the majority of those filed in federal
court in Tennessee has been filed in the United States District Court for the
Eastern District of New York. The Company believes it is likely that the
complaint filed in the United States District Court for the Eastern District of
New York will be transferred to the United States District Court for the Middle
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District of Tennessee and that all of the complaints will be consolidated into
one action. Additionally, a purported shareholders derivative complaint was
filed in the Chancery Court for Davidson County, Tennessee in Nashville against
the Company and the members of its board of directors regarding the increased
payments to New CCA. The Company is investigating the allegations in the
complaints, and although their outcome is not determinable, the Company intends
to defend these actions vigorously.

8. EARNINGS PER SHARE

SFAS 128, "Earnings per Share," has been issued effective for fiscal periods
ending after December 15, 1997. SFAS 128 establishes standards for computing and
presenting earnings per share. The Company adopted the provisions of SFAS 128 in
the fourth quarter of 1997. Under the standards established by SFAS 128,
earnings per share are measured at two levels: basic earnings per share and
diluted earnings per share. Basic earnings per share for the Company was
computed by dividing net income by the weighted average number of common shares
outstanding during the period. Diluted earnings per share was computed by
dividing net income (as adjusted) by the weighted average number of common
shares after considering the additional dilution related to convertible
preferred stock, convertible subordinated notes, options and warrants. For the
three and six months ended June 30, 1999, earnings per share for basic and
diluted were the same, respectively.

9. COMPREHENSIVE INCOME

In June 1997, the Financial Accounting Standards Board issued SFAS No. 130,
"Reporting Comprehensive Income", effective for fiscal years beginning after
December 15, 1998. SFAS No. 130 requires that changes in the amounts of certain
items, including gains and losses on certain securities, be shown in the
Financial Statements. The Company adopted the provisions of SFAS No. 130 on
January 1, 1998. The Company's comprehensive income is equivalent to net income
for the six months ended June 30, 1999.

10. RELATIONSHIP WITH CORRECTIONS CORPORATION OF AMERICA

New CCA is a private prison management company which operates and manages the
substantial majority of facilities owned by the Company. As a result of the
Merger and certain contractual relationships existing between the Company and
New CCA, the Company has significant sources of income from New CCA. In
addition, the Company pays New CCA for services rendered to the Company in the
development of its correctional and detention facilities. As of June 30, 1999,
New CCA leased 31 of the 39 operating facilities owned by the Company.

INCOME

For the three and six months ended June 30, 1999, the Company recognized rental
revenue from New CCA of $63.2 million and $124.0 million, respectively.

For the three months and six months ended June 30, 1999, the Company recognized

interest income of $4.1 million and $8.2 million, respectively, on the CCA Note

in the principal amount of $137.0 million from New CCA. The interest is due from
New CCA by December 31, 1999.
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The Company also recognized $2.2 million and $4.3 million in licensing fee
revenues from New CCA for the use of the name "Corrections Corporation of
America" for the three and six months ended June 30, 1999, respectively.

TENANT INCENTIVE AGREEMENT

The Amended and Restated Tenant Incentive Agreement between the Company and New
CCA allows for Company payment of tenant incentive fees to induce New CCA to
enter into New CCA Leases with respect to those facilities developed and
facilitated by New CCA. The amount of the amended tenant incentive fee includes
an allowance for rental payments to be paid by New CCA prior to the facility
reaching stabilized occupancy. Pursuant to the Amended and Restated Tenant
Incentive Agreement the Company pays (i) a tenant incentive fee of up to $4,000
per bed payable with respect to all future facilities developed and facilitated
by New CCA, as well as certain other facilities which, although operational on
January 1, 1999, had not achieved full occupancy, and (ii) an $840 per bed
allowance for all beds in operation at the beginning of January 1999,
approximately 21,500 beds, that were not subject to the tenant allowance in the
first quarter of 1999. For the six months ended June 1999, the Company had paid
tenant incentive fees of $45.0 million of which $18.1 million related to the
$840 per bed allowance on the aforementioned 21,500 beds. These fees are being
amortized against rental revenues over the life of the leases. The amount of
unamortized incentives pursuant to the Amended and Restated Tenant Incentive
Agreement, as of June 30, 1999 is $44.4 million.

PAYMENT FOR SERVICES

The Company has entered into the Business Development Agreement and the Services
Agreement with New CCA, which provide for the Company to pay fees to New CCA for
services rendered to the Company for obtaining new construction projects (4.5%
of expected project expenditures) and facilitating the construction and
development of facilities (up to 10% of actual construction expenditures) and
facility preparation services ($560 per new bed) provided by New CCA prior to
the date on which inmates are first received at such facility. Costs incurred by
the Company under these construction and development agreements are capitalized
as part of the facilities' development cost. For the three and six months ended
June 30, 1999, costs incurred related to the Business Development Agreement were
$3.3 million and $11.9 million, respectively. Costs incurred related to the
Services Agreement for the three and six months ended June 30, 1999 were $14.4
million and $26.5 million, respectively.
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NEW CCA FINANCIAL INFORMATION

The following summarized unaudited operating information presents New CCA's
results of operations for the three and six months ended June 30, 1999:

THREE MONTHS SIX MONTHS
ENDED ENDED
JUNE 30, 1999 JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Revenues $ 127,617 $ 244,109
Net loss (22,492) (48,134)

The following summarized unaudited balance sheet information presents New CCA's
financial position as of June 30, 1999:

JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Current assets $ 94,955
Total assets 224,995
Current liabilities 49,910
Deferred credits 64,479
Total liabilities 251, 389
Stockholders' equity (26,394)

The following summary presents New CCA's cash flows for the six months ended
June 30, 1999:

SIX MONTHS ENDED
JUNE 30, 1998

(AMOUNTS IN THOUSANDS)

Cash flows provided by operating activities $ 3,091
Cash flows used in investing activities (1,256)
Cash flows used in financing activities (6,125)
Net decrease in cash for the six months ended June 30, 1999 $(4,290)

New CCA has utilized cash from equity issuances and from payments from the
Company for tenant incentive arrangements and services provided to the Company
to offset its operating losses. New CCA expects to continue to use these sources
of cash and its availability under a line of credit to offset its anticipated
losses from operations. Cash used in investing activities consists of equipment
additions. Cash used in financing activities consists of line of credit issuance
fee.

The Company has included additional financial information of New CCA for the six
months ended June 30, 1999 herein under "Results of Operations" contained in
"Management's Discussion and Analysis of Financial Condition and Results of
Operations."
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The following unaudited operating information presents a combined summary of the
Service Companies' results of operations for the three and six months ended June
30, 1999:

THREE MONTHS SIX MONTHS
ENDED ENDED
JUNE 30, 1999 JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Revenues $70,596 $139,678
Net income 5,059 10,335

The following unaudited balance sheet information presents a combined summary of
the Service Companies' financial position as of June 30, 1999:

JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Current assets $ 60,197
Total assets 156, 345
Current liabilities 31,016
Total liabilities 32,586
Stockholders' equity 123,759
Total dividends accrued 7,381
Company share of dividends accrued 7,381
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RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the financial
statements and notes thereto appearing elsewhere in this report.

This Quarterly Report on Form 10-Q, including "Management's Discussion and
Analysis of Financial Condition and Results of Operations," contains certain
forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934,
as amended. These forward-looking statements reflect the Company's current views
with respect to future events and financial performance, and these statements
can be identified, without limitations, by the use of the words "anticipates,"
"believes", "estimates", "expects", "intends", "plans", "projects" and similar
expressions. Forward-looking statements are subject to risks, uncertainties and
other factors that may cause actual results or outcomes to differ materially
from future outcomes expressed or implied by the forward-looking statement. Such
factors include, but are not limited to, risks associated with the corrections
and detention industry, competitive market conditions, strength of the real
estate markets in which the Company operates and general economic conditions.
The Company disclosed such risks in detail in its Annual Report on Form 10-K for
the fiscal year ended December 31, 1998, filed with the Commission on March 30,
1999 (File No. 0-25245). Readers are cautioned not to place undue reliance on
these forward-looking statements, which speak only as of the date hereof. The
Company undertakes no obligation to publicly revise these forward-looking
statements to reflect events or circumstances occurring after the date hereof or
to reflect the occurrence of unanticipated events.

OVERVIEW.

Reference is made to the "Management's Discussion and Analysis of Financial
Condition and Results of Operations" for the Company included in the Company's
Quarterly Report on Form 10-Q for the quarter ending March 31, 1999, filed with
the Commission on May 14, 1999 (File no. 0-25245), with respect to certain
Merger transactions and contractual relationships as well as other pertinent
information of the Company.

The Company was formed in September 1998 and commenced operations on January 1,
1999 after completion of the Merger. On December 31, 1998, immediately prior to
the Merger, and in connection with the Merger, 0ld CCA sold to New CCA all of
the issued and outstanding capital stock of certain wholly-owned corporate
subsidiaries of 0ld CCA, certain management contracts and certain other assets
and liabilities, and entered into the Trade Name Use Agreement, as described
below. In exchange, 0ld CCA received an installment note in the principal amount
of $137.0 million (the "CCA Note") and 100% of the non-voting common stock of
New CCA, representing a 9.5% economic interest. The CCA Note has a term of 10
years and bears interest at a rate of 12% per annum.

On December 31, 1998, immediately prior to the Merger and in connection with the
Merger, 0ld CCA sold to Prison Management Services, LLC, ("PMS") and Juvenile
and Jail Facility Management Services, LLC ("JJFMS"), two privately-held
Delaware limited liability companies formed in connection with the Merger,
certain management contracts and certain other assets and liabilities relating
to government-owned adult prison facilities and government-owned jails and
juvenile facilities managed by 0ld CCA. In exchange, 0ld CCA received 100% of
the non-voting membership interests in PMS and JJFMS which obligate PMS and
JJFMS to make distributions to 0ld CCA equal to 95% of each companies' net
income, as defined, and are valued at the combined implied fair market value of
$123.0 million. The Company succeeded to these interests as a result of the
Merger, and the Company's interests in PMS and JJFMS are included in
"Investments in affiliates and others" in the accompanying balance sheet. The
sales to PMS and JJFMS generated a combined deferred gain of $53.4 million. On
January 1,
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1999, PMS merged with Prison Management Services, Inc., a privately-held
Tennessee corporation ("Service Company A") and JJFMS merged with Juvenile and
Jail Facility Management Services, Inc., a privately-held Tennessee corporation
("Service Company B," and collectively with Service Company A, the "Service
Companies").

Under a trade name use agreement with New CCA resulting from the Merger (the
"Trade Name Use Agreement"), New CCA pays a licensing fee to the Company for the
right to use the name "Corrections Corporation of America" and derivatives
thereof.

The Merger has been accounted for as a reverse acquisition of the Company by 01d
CCA and the acquisition of Prison Realty by the Company. As such, 0ld CCA's
assets and liabilities have been carried forward at historical cost and 0ld
CCA's historical financial statements are presented as the continuing accounting
entity's historical financial statements.

The Company's principal business strategy is to design, build and finance new
correctional and detention facilities and to lease these facilities under
long-term "triple net" leases to government entities and qualified private
prison managers, as well to expand its existing facilities. In addition, the
Company acquires existing facilities meeting certain investment criteria from
government and private prison owners.

Substantially all of the Company's revenues are derived from: (i) rents received
under triple net leases of correctional and detention facilities, (ii) dividends
from investments in the non-voting stock of certain subsidiaries, (iii) interest
income on the CCA Note, and (iv) license fees earned under the Trade Name Use
Agreement. New CCA currently leases 31 of the Company's 39 operating facilities
pursuant to the New CCA Leases and is the Company's primary tenant.

As New CCA is the lessee of a substantial majority of the Company's facilities,
the Company is dependent for its rental revenues upon New CCA's ability to make
the lease payments required under the New CCA Leases for such facilities. New
CCA's obligation to make payments under the New CCA Leases is not secured by any
of the assets of New CCA, although the obligations under the New CCA Leases are
cross-defaulted so that the Company could terminate all the leases if New CCA
fails to make required lease payments. If this were to happen, however, the
Company would be required to renegotiate existing leases or incentive fee
arrangements, to find other suitable lessees or to risk losing its ability to
elect or maintain REIT status, as applicable. New CCA experienced a net loss of
$22.5 million and $48.1 million for the three and six months ended June 30,
1999, respectively and had $3.1 million of cash flow provided by operating
activities for the first six months ended June 30, 1999. Net decrease in cash
and cash equivalents for the six months ended June 30, 1999 by New CCA was $4.3
million. New CCA has utilized cash from equity issuances and from payments from
the Company for tenant incentive arrangements and services provided to the
Company to offset its operating losses. New CCA expects to continue to use
these sources of cash and its availability under a line of credit to offset its
anticipated losses from operations.

In monitoring the ability of New CCA to satisfy its obligations under the lease
agreements, the Company reviews on a quarterly basis (i) the net increase or
decrease in cash of New CCA, (ii) the amount of available cash of New CCA (iii)
the amount of outstanding borrowings under New CCA's credit facility and (iv)
lease coverage ratios. On this basis, the Company believes that New CCA has
sufficient assets and borrowing capacity to enable it to satisfy its obligations
under such lease agreements at this time; however, there can be no assurance
that New CCA will have such assets, borrowing capacity or income
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in the future. A delay in payments from New CCA would likely require the Company
to borrow funds in order to continue its dividend policy. Moreover, while the
Company has leases with tenants other than New CCA, there can be no assurance
that the Company will be successful in obtaining lease agreements with lessees
other than New CCA to an extent such that the Company is not dependent on New
CCA as the primary source of its revenues. Due to the unique nature of
correctional and detention facilities, the Company may be unable to locate
suitable replacement lessees or to attract such lessees, and may, therefore, be
required to provide additional tenant incentives or reduce the amounts to be
received by the Company under its lease agreements. The Company will continue to
monitor the performance of New CCA, and, to the extent New CCA's financial
performance exceeds expectations, the Company will attempt to modify its
contractual relationships with New CCA to make them more favorable to the
Company.

The Company, together with its wholly owned management subsidiary, Prison Realty
Management, Inc., incurs operating and administrative expenses including,
principally, compensation expenses for its executive officers and other
employees, office rental and related occupancy costs and various expenses
incurred in the process of acquiring additional properties. The Company is
self-administered and managed by its executive officers and staff, and does not
engage a separate advisor or pay an advisory fee for administrative or
investment services, although the Company does procure property related services
from New CCA and engage legal, accounting, tax and financial advisors from time
to time. The primary non-cash expense of the Company is depreciation of its
correctional and detention facilities.

The Company expects to leverage its portfolio of real estate equity investments
and will incur long and short-term indebtedness, and related interest expense,
from time to time.

The Company has made distributions to its stockholders in amounts not less than
the amounts required to maintain REIT status under the Code and, in general, in
amounts exceeding taxable income.

RESULTS OF OPERATIONS.

The Company commenced operations on January 1, 1999 as a result of the Merger.
The Merger was accounted for as a reverse acquisition of the Company by 01ld CCA
and the purchase of Prison Realty by the Company. As such, 0ld CCA was treated
as the acquiring company and Prison Realty was treated as the acquired company
for financial reporting purposes. The provisions of purchase method of
accounting prescribe that 0ld CCA's historical financial statements be presented
as the Company's historical financial statements. Management believes that
comparison of financial results between 1999 and 1998 is not meaningful because
the 1998 results reflect the operations of 0ld CCA and the 1999 results of
operations reflect the operating results of the Company as a REIT.
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To provide a more reasonable prior period comparison, the following table
presents the results of operations of the Company for the six months ended June
30, 1999 and the pro forma results of operations of the Company for the six
months ended June 30, 1998 as if the Merger had occurred on January 1, 1998.

(UNAUDITED AND AMOUNTS IN THOUSANDS)
SIX MONTHS PROFORMA SIX
ENDED MONTHS ENDED
JUNE 30, 1999 JUNE 30, 1998

REVENUES:
Rental revenue $ 129,468 $ 83,406
Interest income 12,041 17,324
Licensing fees 4,318 3,142
Total revenues 145,827 103,872
EXPENSES:
Depreciation and amortization 20,419 17,733
General and administrative 2,607 1,750
Total expenses 23,026 19,483
OPERATING INCOME 122,801 84,389
Equity in earnings of subsidiaries and
amortization of deferred gains 15,157 13,529
Interest expense (15, 309) (13,614)
Loss on disposition of property (1,631) --

INCOME BEFORE TAX EFFECTS AND
DIVIDENDS TO PREFERRED
SHAREHOLDERS $ 121,018 $ 84,304

RENTAL REVENUES -- For the three and six months ended June 30, 1999, rental
revenues were $65.8 million and $129.5 million, respectively, and were generated
from the leasing of correctional and detention facilities. During the year, the
Company began leasing two new facilities, one in February 1999 and one in April
1999, respectively, in addition to the 37 facilities which were previously
leased as of the beginning of the year.

INTEREST INCOME -- For the three and six months ended June, 1999, interest
income was $5.8 million and $12.0 million, respectively. The $137.0 million CCA
Note bears interest at 12% and generated $4.1 million and $8.2 million in
interest income for the three and six months ended June 30, 1999. The remaining
$1.7 million and $3.8 million, respectively, was a result of interest earned on
cash used to collateralize letters of credit for certain construction projects,
direct financing leases and investments of cash prior to the funding of
construction projects.

LICENSING FEES -- For the three and six months ended June 30, 1999, licensing
fees were $2.2 million and $4.3 million, respectively. The licensing fees were
earned as a result of the Trade Name Use Agreement which granted New CCA the
right to use the name "Corrections Corporation of America" and derivatives
thereof subject to specified terms and conditions therein. The fee is based upon
gross revenues of New CCA, subject to a limitation of 2.75% of the gross
revenues of the Company.

DEPRECIATION AND AMORTIZATION-- For the three and six months ended June 30,

1999, depreciation expense was $10.5 million and $20.4 million, respectively.
Depreciation expense as a percentage of
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rental revenues for the three and six months ended June 30, 1999 was 16.0 % and
15.8%, respectively. The Company uses the straight-line depreciation method over
the 50 and five year lives of buildings and machinery and equipment,
respectively.

GENERAL AND ADMINISTRATIVE EXPENSES -- For the three and six months ended June
30, 1999, general and administrative expenses were $1.7 million and $2.6
million, respectively. General and administrative expenses were 2.6% and 2.0% of
total rental revenues for the three and six months ended June 30, 1999. General
and administrative expenses consist primarily of management salaries and
benefits, legal and other administrative costs.

LOSS ON DISPOSITION OF PROPERTY - During the second quarter, the Company
incurred a noncash loss of $1.6 million as a result of a settlement with the
State of South Carolina for property previously owned by 0ld CCA. Under the
settlement dated June 1999, the Company, as the successor to 0ld CCA, will
receive $6.5 million in three installments by June 30, 2001 for the transferred
assets. The net proceeds were approximately $1.6 million less than the
surrendered assets depreciated book value. As of June 30, 1999, the Company had
a receivable of $6.5 million related to this settlement of which $3.5 million
was received by the Company in July 1999.

EQUITY IN EARNINGS OF SUBSIDIARIES AND AMORTIZATION OF DEFERRED GAINS -- For the
three and six months ended June 30, 1999, equity in earnings of subsidiaries and
amortization of deferred gains were $7.5 million and $15.2 million,
respectively. The equity in earnings of the Service Companies were $4.8 million
and $9.8 million, respectively, for the three and six months ended June 30,
1999. The amortization of the deferred gain on the sales of contracts to the
Service Companies was $2.7 million and $5.4 million for the three and six months
ended June 30, 1999.

INTEREST EXPENSE -- For the three and six months ended June 30, 1999, interest
expense was $7.0 million and $15.3 million, respectively. Interest expense is
based on outstanding convertible notes payable balances and borrowings under the
Company's bank credit facility and 12% senior notes due 2006, including
amortization of loan costs and unused fees. Interest expense is reported net of
capitalized interest on construction in progress of $9.3 million and $16.4
million, respectively, for the three and six months ended June 30, 1999.

CHANGE IN TAX STATUS -- In connection with the Merger, the Company intends to
change its tax status from a C-Corporation to a REIT effective January 1, 1999.
As of December 31, 1998, the Company's balance sheet reflected $51.2 million in
deferred tax assets. In accordance with the provisions of Statement of Financial
Accounting Standards No. 109, the Company was required to provide a provision
for these deferred tax assets, excluding any tax liabilities required for
subsequent periods, upon completion of the Merger and the election to be taxed
as a REIT. As such, the Company's results of operations reflect a provision for
change in tax status of $83.2 million for the six months ended June 30, 1999.
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The following unaudited operating information presents New CCA's results of
operations for the six months ended June 30, 1999:

SIX MONTHS ENDED
JUNE 30, 1999

(UNAUDITED AND AMOUNTS IN THOUSANDS)

REVENUES $ 244,109
EXPENSES:
Operating 168,502
Trade name use agreement 4,318
Lease 124,484
General and administrative 11,740
Depreciation and amortization 4,135
313,179
OPERATING LOSS (69,070)
Interest expense, net 10,870
LOSS BEFORE INCOME TAXES (79,940)
BENEFIT FOR INCOME TAXES (31,806)
NET LOSS $ (48,134)

The following unaudited balance sheet information presents New CCA's financial
position as of June 30, 1999:

JUNE 30, 1999

(UNAUDITED)
(AMOUNTS IN THOUSANDS)
CURRENT ASSETS:
Cash and cash equivalents $ 14,767
Accounts receivable, net of allowances 65,207
Prepaid expenses 5,366
Deferred tax assets 328
Other current assets 9,287
Total current assets 94,955
PROPERTY AND EQUIPMENT, NET 23,456
OTHER LONG-TERM ASSETS:
Investment in contracts 65,320
Deferred tax assets 31,478
Other 9,786
Total assets $ 224,995

(CONTINUED)
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The following unaudited balance sheet information presents New CCA's financial

position as of June 30, 1999 (Continued):

(CONTINUED)
(AMOUNTS IN THOUSANDS)
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued salaries and wages
Accrued property taxes
Accrued interest
Deferred revenue
Other accrued expenses

Total current liabilities
LONG-TERM DEBT
DEFERRED CREDITS

Total liabilities
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY
Common stock- Class A; $0.01 (one cent) par value;
9,349 issued and outstanding; 100,000 shares
authorized
Common stock- Class B; $0.01 (one cent) par value;
981 issued and outstanding; 100,000 shares authorized
Additional paid-in capital
Deferred compensation
Retained deficit

Total stockholders' equity

Total liabilities and stockholders' equity

24

JUNE 30, 1999

(UNAUDITED)

$ 13,370
7,907
4,741
8,220

176

93

10
25,133
(3,496)

(48,134)
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The following is the unaudited cash flow statement for New CCA for the six

months ended June 30, 1999:

(UNAUDITED AND AMOUNTS IN THOUSANDS)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash provided by
operating activities
Depreciation and amortization
Amortization of deferred credits
Deferred credit payments received from Prison Realty
Deferred income taxes
Other noncash items
Write-off of debt issuance costs
Changes in assets and liabilities, net
Trade accounts receivable
Prepaid expenses
Other current assets
Other long-term assets
Accounts payable
Accrued salaries and wages
Accrued property taxes
Deferred revenue
Accrued interest
Other accrued expenses

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Property and equipment additions, net
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payment of debt issuance costs

Net cash used in financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS, END OF THE PERIOD

25

SIX MONTHS ENDED
JUNE 30, 1999

$ (48,134)

4,135
(1,763)
66,242

(31,806)

397
2,706

(1,130)
(763)
(3,592)
2,591
(1,193)
3,488
440
(3,598)
8,220
6,851
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The Company owns 100% of the non-voting stock of the Service Companies, which
manage certain government-owned prison and jail facilities under the
"Corrections Corporation of America" name. On a quarterly basis, the Company
receives 95% of the net income, as defined, of each Service Company through
ownership of the non-voting stock.

The following unaudited operating information presents a combined summary of the
Service Companies' results of operations for the three and six months ended June
30, 1999:

SIX MONTHS
ENDED
JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Revenues $139,678
Net income 10, 335

The following unaudited balance sheet information presents a combined summary of
the Service Companies' financial position as of June 30, 1999:

JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

Current assets $ 60,197
Total assets 156, 345
Current liabilities 31,016
Total liabilities 32,586
Stockholders' equity 123,759
Total dividends accrued 7,381
Company share of dividends accrued 7,381

LIQUIDITY AND CAPITAL RESOURCES.

The Company's growth strategy includes acquiring, developing and expanding
correctional and detention facilities as well as other properties. The Company
expects that it generally will not be able to fund its growth with cash from its
operating activities because the Company will be required to distribute to its
stockholders at least 95% of its taxable income each year to qualify as a REIT.
Consequently, the Company will be required to rely primarily upon the
availability of debt or equity capital to fund the construction and acquisitions
of and improvements to correctional and detention facilities.

On January 1, 1999, in connection with the completion of the Merger, the Company
obtained a $650.0 million, secured credit facility (the "Credit Facility") from
NationsBank, N.A., as Administrative Agent and several U.S. and non-U.S. banks.
The Credit Facility includes up to a maximum of $250.0 million in tranche B term
loans and $400.0 million in revolving loans, including a $150.0 million
subfacility for letters of credit. The term loans require principal quarterly
payments of $625,000 throughout the term of the loan with the remaining balance
maturing on January 1, 2003 and the revolving loans maturing on January 1, 2002.
Interest rates, unused commitment fees, and letter of credit fees on the Credit
Facility are subject to change based on the Company's senior debt rating. The
Credit Facility is secured by
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mortgages on the Company's real property. At June 30, 1999, the weighted average
borrowing rate under the Credit Facility was 7.89% and the outstanding
borrowings thereunder were $648.8 million.

On August 4, 1999, the Company completed an amendment and restatement of the
Credit Facility (the "Amended Credit Facility") increasing amounts available to
the Company under the original Credit Facility to $1.0 billion through the
addition of $350.0 million tranche C term loans. The tranche C term loans will
be payable in equal quarterly installments in the amount of $875,000 through the
calendar quarter ending September 30, 2002 with the balance paid in full on
December 31, 2002. Under the Amended Credit Facility, Lehman Commercial Paper,
Inc. ("LCPI") replaced NationsBank, N.A., as Administrative Agent.

The Amended Credit Facility, similar to the original Credit Facility, provides
for interest rates, unused commitment fees, and letter of credit fees to change
based on the Company's senior debt rating. As with the Credit Facility, the
Amended Credit Facility bears interest at variable rates of interest based on a
spread over the base rate or LIBOR (as elected by the Company), which spread is
determined by reference to the Company's credit rating. The revised spread
ranges from 0.50% to 2.25% for base rate loans and from 2.00% to 3.75% for LIBOR
rate loans. These ranges replace the original spread ranges of 0.25% to 1.25%
for base rate loans and 1.375% to 2.75% for LIBOR rate loans. The term loan
portions of the Amended Credit Facility bear interest at a variable base rate
equal to 4.0% in excess of LIBOR. This revised rate replaces the variable base
rate equal to 3.25% in excess of LIBOR in the Credit Facility.

The Amended Credit Facility, similar to the original Credit Facility, is secured
by mortgages on the Company's real property. Borrowings are limited based on a
revised borrowing base formula which considers, among other things, eligible
real estate. The Amended Credit Facility contains certain revised financial
covenants, primarily: (a) maintenance of a leverage, interest coverage, debt
service coverage and total indebtedness ratios, and (b) restrictions on the
incurrence of additional indebtedness. The Amended Credit Facility restricts the
Company's ability to make the 1999 cash payment of the Special Dividend (as
herein defined) unless (a) the Company has liquidity of at least $75.0 million
at the dividend declaration date and (b) the Company receives at least $100.0
million in cash proceeds for the issuance of equity or similar securities from a
new investor receiving representation on the Company's Board of Directors and
(c) New CCA receives at least $25.0 million in cash proceeds from the issuance
of any combination of equity securities and subordinated debt. The Company may,
however, pay up to $31.0 million in cash if only (a) and (c) above are achieved.
The Company was in compliance with all covenants under the Credit Facility
through August 4, 1999 and currently, is in compliance with all covenants under
the Amended Credit Facility. The Company expects to incur expenses of
approximately $40 million related to this amendment and restatement.

On June 11, 1999 the Company completed its offering of $100.0 million aggregate
principal amount of 12% Senior Notes due 2006 (the "Notes"). Interest on the
Notes will be paid semi-annually in arrears and the Notes have a seven year
non-callable term due June 1, 2006. Net proceeds from the offering were
approximately $95 million after deducting expenses payable by Prison Realty in
connection with the offering. The Company intends to use the net proceeds from
the sale of the Notes for general corporate purposes and to repay revolving bank
borrowings under its Credit Facility. The Credit Facility repayments do not
permanently reduce the commitments under the credit facility.

On March 8, 1999, the Company issued a $20.0 million convertible subordinated
note to Sodexho pursuant to a forward contract assumed by the Company from 01ld
CCA in the Merger. Interest on the note was payable at LIBOR plus 1.35% and the
note was convertible into shares of the Company's
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common stock at a conversion price of $7.80 per share. On March 8, 1999, Sodexho
converted (i) $7.0 million of convertible subordinated notes bearing interest at
8.5% into 1.7 million shares of common stock at a conversion price of $4.09 per
share, (ii) $20.0 million of convertible notes bearing interest at 7.5% into
700,000 shares of common stock at a conversion price of $28.53 and (iii) $20.0
million of convertible subordinated notes bearing interest at LIBOR plus 1.35%
into 2.6 million shares of common stock at a conversion price of $7.80 per
share.

On January 29, 1999, the Company issued $20.0 million of convertible
subordinated notes due in 2009 with interest payable semi-annually at 9.5%. The
notes are convertible into shares of the Company's common stock at a conversion
price of $28.00 per share. This issuance constituted the second tranche of a
commitment by the Company to issue an aggregate of $40.0 million of convertible
subordinated notes, with the first $20.0 million tranche issued in December,
1998 under substantially similar terms.

The $30.0 million of 7.5% convertible subordinated notes issued to PMI Mezzanine
Fund L.P. in connection with the Merger require that the Company revise the
conversion price as a result of the payment of a dividend or the issuance of
stock or convertible securities below market price. As of June 30, 1999, the
conversion price for the notes was $24.79 as compared to $27.42 at issuance.
This change in conversion price resulted from dividends paid by the Company in
1999 and from the conversion of the Sodexho convertible subordinated note on
March 8, 1999 into 1.7 million shares of common stock at a conversion price of
$4.09 per share and 2.6 million shares of common stock at a conversion price of
$7.80 per share.

On January 11, 1999, the Company filed a Registration Statement on Form S-3 to
register an aggregate of $1.5 billion in value of its common stock, preferred
stock, common stock rights, warrants and debt securities for sale to the public
(the "Shelf Registration Statement"). Proceeds from sales under the Shelf
Registration Statement have been and will be used for general corporate
purposes, including the acquisition and development of correction and detention
facilities. During the six months ended June 30, 1999, the Company issued and
sold approximately 6.7 million shares of its common stock under the Shelf
Registration Statement, resulting in net proceeds to the Company of
approximately $120 million.

On May 14, 1999, the Company registered 10.0 million shares of the Company's
common stock for issuance under the Company's Dividend Reinvestment and Stock
Purchase Plan (the "Plan"). The Plan provides a method of investing cash
dividends in, and making optional monthly cash purchases of the Company's common
stock, at prices reflecting a discount between 0% and 5% from the market price
of the common stock on the NYSE. As of June 30, 1999, the Company has issued
1,039,025 shares under the Plan with 1,036,441 of these shares issued under the
Plan's optional cash feature resulting in proceeds of $10.0 million which were
received by the Company on July 1, 1999.

The Company expects to meet its short-term liquidity requirements generally
through cash provided by operations and borrowings provided from the Notes and
the Amended Credit Facility. The Company used the net proceeds from the sale of
the Notes for general corporate purposes and to repay revolving bank borrowings
under its Credit Facility The Credit Facility repayments did not permanently
reduce the commitments under the credit facility.

The Company, as a REIT, cannot complete any taxable year with accumulated
earnings and profits from a taxable corporation. Accordingly, to preserve its
REIT status, the Company will distribute 0ld CCA's accumulated earnings and
profits to which it succeeded in the Merger (the "Special Dividend"). The
Company anticipates that it will make this distribution to all holders of shares
of its common stock in
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December 1999. This total distribution is estimated at $225.0 million and has
been accrued on the Company's balance sheet at June 30, 1999 net of a two
quarterly prepayments totaling $11.5 million. These prepayments represent $0.05
per share paid out in March 1999 and $0.05 per share paid out in June 1999. At
the time of payment, the Company intends to allocate any overage between the
Company's regular quarterly dividends paid and an amount equal to 95% of the
Company's taxable net income toward the payment of the Special Dividend. Certain
provisions of the Amended Credit Facility restrict the Company's ability to make
the 1999 cash payment of the Special Dividend in cash, as previously described.

All facilities owned by the Company will be leased to third parties generally
under triple net leases, which require the lessee to pay substantially all
expenses associated with the operation of such facilities. As a result of these
arrangements, the Company does not believe it will be responsible for any
significant expenses in connection with the facilities during the terms of the
New Leases. The Company anticipates entering into similar leases with respect to
all properties acquired in the future.

The Company expects to meet its long-term liquidity requirements for the funding
of real estate property development and acquisitions (including fees for
property related services and tenant incentives to New CCA) by borrowing under
the Amended Credit Facility and by issuing equity or debt securities in public
or private transactions. For facilities to be owned by the Company and managed
by governmental entities, the Company may elect to finance some or all of the
total project cost through non-recourse long-term debt secured by the stream of
lease payments. The Company anticipates that as a result of its initially low
debt to total capitalization ratio and its intention to maintain a debt to total
capitalization ratio of 50% or less, it will be able to obtain financing for its
long-term capital needs. However, there can be no assurance that such additional
financing or capital will be available on terms acceptable to the Company. The
Company may, under certain circumstances, borrow additional amounts in
connection with the renovation or expansion of facilities, the acquisition of
additional properties, or as necessary, to meet certain distribution
requirements imposed on REITs under the Code.

On January 1, 1999, immediately after the Merger, the Company entered into the
Services Agreement with New CCA pursuant to which New CCA agreed to serve as a
facilitator of the construction and development of additional facilities on
behalf of the Company for a term of five years from the date of the Services
Agreement. In such capacity, New CCA agreed to perform, at the direction of the
Company, such services as are customarily needed in the construction and
development of correctional and detention facilities, including services related
to construction of the facilities, project bidding, project design, and
governmental relations. In consideration for the performance of construction and
development services by New CCA pursuant to the Services Agreement, the Company
agreed to pay a fee equal to 5% of the total capital expenditures (excluding the
incentive fee discussed below and the 5%
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fee herein referred to) incurred in connection with the construction and
development of a facility, plus an amount equal to approximately $560 per bed
for facility preparation services provided by New CCA prior to the date on which
inmates are first received at such facility. The Board of Directors of the
Company has authorized payments of up to an additional 5% of the total capital
expenditures (as determined above) to New CCA if additional services are
requested by the Company. A majority of the Company's current development
projects are subject to a fee totaling 10%. Costs incurred related to the
Services Agreement for the three and six months ended June 30, 1999 were $14.4
million and $26.5 million, respectively.

On January 1, 1999, immediately after the Merger, the Company entered into the
Tenant Incentive Agreement with New CCA pursuant to which the Company agreed to
pay to New CCA an incentive fee to induce New CCA to enter into New CCA Leases
with respect to those facilities developed and facilitated by New CCA. The
amount of the incentive fee was set at $840 per bed for each facility leased by
New CCA for which New CCA served as developer and facilitator. This $840 per bed
incentive fee, however, did not include an allowance for rental payments to be
paid by New CCA.

On May 4, 1999, the Company and New CCA entered into the Amended and Restated
Tenant Incentive Agreement, effective as of January 1, 1999, providing for (i) a
tenant incentive fee of up to $4,000 per bed payable with respect to all future
facilities developed and facilitated by New CCA, as well as certain other
facilities which, although operational on January 1, 1999, had not achieved full
occupancy and (ii) an $840 per bed allowance for all beds in operation at the
beginning of January 1999, approximately 21,500 beds, that were not subject to
the tenant allowance in the first quarter of 1999. The amount of the amended
tenant incentive fee includes an allowance for rental payments to be paid by New
CCA prior to the facility reaching stabilized occupancy. The term of the Amended
and Restated Tenant Incentive Agreement is four years unless extended upon the
written agreement of the Company and New CCA. The incentive fees with New CCA
are being deferred and amortized as a reduction to rental revenues over the
respective lease term. For the six months ended June 1999, the Company had paid
tenant incentive fees of $45.0 million of which $18.1 million related to the
$840 per bed allowance on the aforementioned 21,500 beds. These fees are being
amortized against rental revenues over the life of the leases. The amount of
unamortized incentives pursuant to the Amended and Restated Tenant Incentive
Agreement, as of June 30, 1999 is $44.4 million.

Effective January 1, 1999, the Company entered into a business development
agreement (the "Business Development Agreement") with New CCA which provides
that New CCA will perform, at the direction of the Company, services designed to
assist the Company in identifying and obtaining new business. Pursuant to the
agreement, the Company has agreed to pay to New CCA a total fee equal to 4.5% of
the total capital expenditures (excluding the amount of the tenant incentive fee
and the services fee discussed above as well as the 4.5% fee referred to herein)
incurred in connection with the construction and development of each new
facility, or the construction and development of an addition to an existing
facility, for which New CCA performed business development services. For the
three and six months ended June 30, 1999, costs incurred related to the Business
Development Agreement were $3.3 million and $11.9 million, respectively.

YEAR 2000 COMPLIANCE.

The Company has completed an initial assessment and remediation of its key
information technology systems including its client server and minicomputer
hardware and operating systems and critical financial and nonfinancial
applications. Based on this initial assessment, the Company believes that these
key information technology systems are Year 2000 compliant. However, there can
be no assurance that coding errors or other defects will not be discovered in
the future. The Company is in the process of evaluating the remaining
noncritical information technology systems for Year 2000 compliance.

The Company depends upon the proper functioning of third-party computer and
non-information technology systems. These third parties include commercial banks
and other lenders, construction contractors, architects and engineers and
vendors such as the providers of telecommunications and utilities. The Company
has initiated communications with third parties with whom it has important
financial or operational relationships to determine the extent to which they are
vulnerable to the Year 2000 issue. The Company has not yet received sufficient
information from all parties about their remediation plans to predict the
outcome of their efforts.
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The Company is currently developing a contingency plan that is expected to
address financial and operational problems that might arise on and around
January 1, 2000. This contingency plan would include establishing additional
sources of liquidity that could be drawn upon in the event of systems disruption
and identifying alternative vendors and back-up processes that do not rely on
computers, whenever possible. The Company's key information technology systems
were Year 2000 compliant when acquired in the Merger. As such, the Company has
incurred no expenses through June 30, 1999 and expects to incur no material
costs in the future on Year 2000 remediation efforts.

Because New CCA is the lessee of a substantial majority of the Company's
facilities, the Company may be vulnerable to New CCA's failure to remedy its
Year 2000 issues. The failure of New CCA to remedy its Year 2000 problems could
result in the delayed collection of lease payments by the Company, potentially
resulting in liquidity stress. New CCA's Year 2000 compliance program is focused
on addressing Year 2000 readiness in the following areas: (i) New CCA's
information technology hardware and software; (ii) material non-information
technology systems; (iii) Year 2000 compliance of third parties with which
Operating Company has a material relationship; (iv) systems used to track and
report assets not owned by New CCA (e.g. inmate funds and personal effects); and
(v) development of contingency plans.

New CCA has completed an initial assessment and remediation of its key
information technology systems including its client server and minicomputer
hardware and operating systems and critical financial and nonfinancial
applications. Remediation efforts as of the date hereof include upgrades of New
CCA's minicomputer hardware and critical financial applications. Based on this
initial assessment and remediation efforts, New CCA believes that these key
information technology systems are Year 2000 compliant. However, there can be no
assurance that coding errors or other defects will not be discovered in the
future. New CCA is in the process of evaluating the remaining noncritical
information technology systems for Year 2000 compliance.

New CCA manages facilities it leases from the Company, and facilities owned by
and leased from government entities. New CCA is currently evaluating whether the
material non-information technology systems such as security control equipment,
fire suppression equipment and other physical plant equipment at the facilities
it leases from the Company are Year 2000 compliant. New CCA also intends to
request that the owners of the government facilities it manages provide Year
2000 certification for material information technology and non-information
technology systems at those facilities. All of New CCA's managed correctional
facilities, as a part of general operating policy, have existing contingency
plans that are deployed in the event key operational systems, such as security
control equipment fail (e.g. when a power failure occurs). In addition, the
correctional facilities' key security systems are "fail secure" systems which
automatically "lock down" and are then operated manually should the related
electronic components fail. Therefore, New CCA management believes no additional
material risks associated with the physical operation of its correctional
facilities are created as a result of potential Year 2000 issues.

New CCA depends upon the proper functioning of third-party computer and non-
information technology systems. These third parties include government agencies
for which New CCA provides services, commercial banks and other lenders,
construction contractors, architects and engineers, and vendors such as
providers of food supplies and services, inmate medical services,
telecommunications and utilities. New CCA has initiated communications with
third parties with whom it has important financial or operational relationships
to determine the extent to which they are vulnerable to the Year 2000 issue.
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New CCA has not yet received sufficient information from all parties about their
remediation plans to predict the outcome of their efforts. If third parties with
whom New CCA interacts have Year 2000 problems that are not remedied, the
following problems could result: (i) in the case of construction contractors and
architects and engineers, in the delayed construction of correctional
facilities; (ii) in the case of vendors, in disruption of important services
upon which New CCA depends, such as medical services, food services and
supplies, telecommunications and electrical power, (iii) in the case of
government agencies, in delayed collection of accounts receivable potentially
resulting in liquidity stress, or (iv) in the case of banks and other lenders,
in the disruption of capital flows potentially resulting in liquidity stress.

New CCA is also evaluating Year 2000 compliance of other software applications
used to track and report assets that are not the property of New CCA. This
includes applications used to track and report inmate funds and the inmates'
personal effects.

New CCA is currently developing a contingency plan that is expected to address
financial and operational problems that might arise on and around January 1,
2000. This contingency plan would include establishing additional sources of
liquidity that could be drawn upon in the event of systems disruption and
identifying alternative vendors and back-up processes that do not rely on
computers, whenever possible. New CCA management expects to have the contingency
plan completed by fall 1999.

New CCA has incurred and expects to continue to incur expenses allocable to
internal staff, as well as costs for outside consultants, computer systems'
remediation and replacement and non-information technology systems' remediation
and replacement (including validation) in order to achieve Year 2000 compliance.
New CCA currently estimates that these costs will total approximately $4.0
million. Of this total, it is estimated that $2.5 million will be for the repair
of software problems and $1.5 million will be for the replacement of problem
systems and equipment. These costs are expensed as incurred. Management of New
CCA believes there will be no material impact on New CCA's financial condition
or results of operations resulting from other information technology projects
being delayed due to Year 2000 efforts.

The costs of New CCA's Year 2000 compliance program and the date on which New
CCA plans to complete it are based on current estimates, which reflect numerous
assumptions about future events, including the continued availability of certain
resources, the timing and effectiveness of third-party remediation plans and
other factors. New CCA can give no assurance that these estimates will be
achieved, and actual results could differ materially from New CCA's plans.
Specific factors that might cause such material differences include, but are not
limited to, the availability and cost of personnel trained in this area, the
ability to locate and correct relevant computer source codes and embedded
technology, the results of internal and external testing and the timeliness and
effectiveness of remediation efforts of third parties.

Management's estimate of the Company's most reasonably likely worst case
scenario involves the replacement of hardware, software or equipment if coding
errors or other defects are discovered in the future. The foregoing
notwithstanding, management does not currently believe that the costs of
assessment, remediation or replacement of the Company's systems, or the
potential failure of third parties' systems will have a material adverse effect
on the Company's business, financial condition, results of operations or
liquidity.
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FUNDS FROM OPERATIONS.

Management believes Funds from Operations is helpful to investors as a measure
of the performance of an equity REIT because, along with cash flows from
operating activities, financing activities and investing activities, it provides
investors with an understanding of the ability of the Company to incur and
service debt and make capital expenditures. The Company computes Funds from
Operations in accordance with standards established by the White Paper on Funds
from Operations approved by the Board of Governors of NAREIT in 1995, which may
differ from the methodology for calculating Funds from Operations utilized by
other equity REITs, and accordingly, may not be comparable to such other REITs.
The White Paper defines Funds from Operations as net income (loss), computed in
accordance with generally accepted accounting principles ("GAAP"), excluding
gains (or losses) from debt restructuring and sales of property, plus real
estate related depreciation and amortization and after adjustments for
unconsolidated partnerships and joint ventures. Further, Funds from Operations
does not represent amounts available for management's discretionary use because
of needed capital replacement or expansion, debt service obligations, or other
commitments and uncertainties. Funds from Operations should not be considered as
an alternative to net income (determined in accordance with GAAP) as an
indication of the Company's financial performance or to cash flows from
operating activities (determined in accordance with GAAP) as a measure of the
Company's liquidity, nor is it indicative of funds available to fund the
Company's cash needs, including its ability to make distributions. The Company
believes that in order to facilitate a clear understanding of the consolidated
operating results of the Company, Funds from Operations should be examined in
conjunction with net income as presented in the consolidated financial
statements.

The following table presents the Company's Funds from Operations for the three
and six months ended June 30, 1999:

THREE MONTHS SIX MONTHS
ENDED ENDED
JUNE 30, 1999 JUNE 30, 1999

(AMOUNTS IN THOUSANDS)

FUNDS FROM OPERATIONS:

Net income available to common shareholders $ 58,273 $ 33,518

Plus: real estate depreciation 10,502 20,419

Add back non-recurring items:

Change in tax status -- 83,200

Loss on disposition of property 1,631 1,631
$ 70,406 $138, 768

CASH FLOW FROM OPERATING, INVESTING AND FINANCING ACTIVITIES

The Company's cash flow provided by operating activities was $104.6 million for
the six months ended June 30, 1999 and represents net income plus depreciation
and amortization and changes in the various components of working capital. The
Company's cash flow used in investing activities was $385.8 million for the six
months ended June 30, 1999 and represents acquisitions of real estate properties
and payments made under lease arrangements. The Company's cash flow provided by
financing activities was $252.2 million for the six months ended June 30, 1999
and represents proceeds from the issuance of common
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stock, issuance of long-term debt, borrowings under the Credit Facility and the
Notes and payments of dividends on the preferred and common shares.

INFLATION

The Company does not believe that inflation has had or will have a direct
adverse effect on its operations. The New CCA Leases generally contain
provisions which will mitigate the adverse impact of inflation on net income.
These provisions include clauses enabling the Company to pass through to New CCA
certain operating costs, including real estate taxes, utilities and insurance,
thereby reducing the Company's exposure to increases in costs and operating
expenses resulting from inflation. Additionally, the New CCA Leases contain
provisions which provide the Company with the opportunity to achieve increases
in rental income in the future.
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ITEM 3. -- QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

The Company's primary market risk exposure is to changes in U.S. interest rates.
The Company is exposed to market risk related to its Amended Credit Facility and
certain other indebtedness as discussed in "Management's Discussion and Analysis
of Financial Condition and Results of Operation -- Liquidity and Capital
Resources". The interest on the Amended Credit Facility and such other
indebtedness is subject to fluctuations in the market. If the interest rate for
the Credit Facility debt was 100 basis points higher or lower during the three
months and six ended June 30, 1999, the Company's interest expense net of
amounts capitalized would have been increased or decreased by approximately $0.6
million or $1.3 million, respectively.

As of June 30, 1999, the Company had outstanding $100.0 million of its senior
Notes with a fixed interest rate of 12.0%, $40.0 million of convertible notes
with a fixed interest rate of 9.5%, $30.0 million of convertible notes with a
fixed interest rate of 7.5% and $107.5 million of preferred stock with a fixed
dividend rate of 8%. Similarly, as of June 30, 1999, the Company had a note
receivable in the amount of $137.0 million with a fixed interest rate of 12%.
Because the interest and dividend rates with respect to these instruments are
fixed, a hypothetical 10% decrease in market interest rates would not have a
material impact on the Company. The Amended Credit Facility required the Company
to hedge $325.0 million of its floating rate debt on or before August 16, 1999.
The Company has entered into certain swap arrangements guaranteeing that it will
not pay an index rate greater than 6.51% on outstanding balances of at least (a)
$325.0 million through December 31, 2001 and (b) $200.0 million through December
31, 2002.

Additionally, the Company may, from time to time, invest its cash in a variety
of short-term financial instruments. These instruments generally consist of
highly liquid investments with original maturities at the date of purchase
between three and 12 months. While these investments are subject to interest
rate risk and will decline in value if market interest rates increase, a
hypothetical 10% increase in market interest rates would not materially affect
the value of these investments.

The Company also uses, or intends to use, long-term and medium-term debt as a
source of capital. These debt instruments, if issued, will typically bear fixed
interest rates. When these debt instruments mature, the Company may refinance
such debt at then-existing market interest rates which may be more or less than
the interest rates on the maturing debt. In addition, the Company may attempt to
reduce interest rate risk associated with a forecasted issuance of new debt. In
order to reduce interest rate risk associated with these transactions, the
Company may occasionally enter into interest rate protection agreements.

The Company does not believe it has any other material exposure to market risks
associated with interest rates.

The Company does not have a material exposure to risks associated with foreign

currency fluctuations related to its operations. The Company does not use
derivative financial instruments in its operations or investment portfolio.
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PART II -- OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.
FEDERAL COURT LITIGATION

Since May 26, 1999, fifteen complaints have been filed in federal court in the
United States District Court for the Middle District of Tennessee, Nashville
Division, alleging securities fraud in connection with the agreements entered
into by the Company in May of this year to increase the tenant incentive and
other payments from the Company to New CCA, the Company's primary tenant.
Thirteen of these complaints name as defendants the Company, Doctor R. Crants
and D. Robert Crants, III. The remaining two complaints name as defendants the
Company, Doctor R. Crants, D. Robert Crants, III, Sodexho Alliance, S.A., all
current directors of the Company and all of the former directors of 0ld CCA. A
complaint substantially identical to the majority of those filed in federal
court in Tennessee has been filed in the United States District Court for the
Eastern District of New York. All of these complaints allege violations of
federal securities laws based on the allegation that the Company and the
individual defendants knew or should have known of the increased payments to New
CCA prior to the date on which they were disclosed to the public and that,
therefore, certain public filings and representations made by the Company and
certain individuals were false and misleading. All of the complaints purport to
be brought as class actions on behalf of one of two separate classes: (i) a
class of all persons who publicly acquired shares of the Company on the open
market from the time of the Merger through mid May of 1999, together with all
former shareholders of Prison Realty who acquired shares of the Company as a
result of the Merger, or (ii) a class of all persons who publicly acquired
shares of the Company on the open market from the time of the Merger through mid
May of 1999, together with all former shareholders of Prison Realty and
shareholders of 0ld CCA who acquired shares of the Company as a result of the
Merger. The Company believes it is likely that the complaint filed in the United
States District Court for the Eastern District of New York will be transferred
to the United States District Court for the Middle District of Tennessee and
that all of the complaints will be consolidated into one action. The Company is
investigating the allegations in the complaints, and although their outcome is
not determinable, the Company intends to defend these actions vigorously.

STATE COURT LITIGATION

A purported shareholders derivative complaint was filed in the Chancery Court
for Davidson County, Tennessee in Nashville against the Company, the current
directors of the Company, persons who were directors of the Company at the time
the agreements regarding the increased payments to New CCA were made, and New
CCA. The derivative action alleges, among other things, that the directors of
the Company violated their fiduciary duties in approving the increased payments
to New CCA. The Company also intends to defend this action vigorously.

MOTION TO SHOW CAUSE IN CCA SHAREHOLDER LITIGATION

The plaintiffs in the case In re Corrections Corporation of America Shareholder
Litigation, which was filed in 1998 challenging the Merger and was settled based
on certain revisions to the structure of the Merger, have filed a motion in the
Chancery Court for Davidson County, Tennessee in Nashville to show cause why the
defendants in that case are not in violation of the court order approving the
settlement and should not be held in contempt. The motion alleges that the
decisions in May, 1999, regarding the increased payments to New CCA violate the
terms of the Stipulation of Settlement reached in that case and, therefore, also
violate the order of the court of February 26, 1999, approving the settlement.
The Company believes the motion is without merit and has responded accordingly.
The matter is currently under advisement by the court.
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ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS.

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

The Company's 1999 Annual Meeting of Stockholders was held on May 11, 1999. A
total of 84,573,667 shares of the Company's common stock, constituting a quorum
of those shares entitled to vote, were represented at the meeting by
stockholders either present in person or by proxy. At such meeting the following
six (6) nominees for election as directors of the Company were elected without
opposition, no nominee for director receiving less than 84,108,356 votes, or
99.4% of the shares represented at the meeting: D. Robert Crants, III, John W.
Eakin, Jr., Ted Feldman, Ned Ray McWherter, and Jackson W. Moore as Class I
directors; and Jean-Pierre Cuny as a Class III director. The stockholders also
approved and/or ratified the following proposals presented to them pursuant to
the vote totals indicated next to each item:

PROPOSAL VOTE (# OF SHARES)
FOR AGAINST ABSTAINED

Approval of an amendment to the Company's
Charter to change the name of the Company to 84,088,478 386,643 98, 546
Prison Realty Trust, Inc.

Ratification of the action of the Board of Directors

in selecting the firm of Arthur Andersen LLP

to be the independent auditors of the Company

for the fiscal year ending December 31, 1999 82,424,870 135,740 2,013,057

ITEM 5. OTHER INFORMATION.
COMPLETION OF HIGH YIELD NOTE OFFERING

On June 11, 1999, the company completed the issuance and sale of $100.0 million
of its senior Notes, generating net proceeds to the Company, after the deduction
of offering expenses, of approximately $95.0 million. Lehman Brothers Inc. was
the underwriter of the offering. The Company used the net proceeds from the
offering for general corporate purposes and to repay revolving bank borrowing
under the Credit Facility. More detailed information regarding the Notes and the
related offering can be found herein under Note 5 to the Company's Condensed
Consolidated Financial Statements and under "Management's Discussion and
Analysis of Financial Condition and Results of Operations - Liquidity and
Capital Resources."

AMENDMENT TO AND RESTATEMENT OF CREDIT FACILITY
On August 4, 1999, the Company completed the Amended Credit Facility, increasing

amounts available to the Company to $1.0 billion through the addition of a
$350.0 million term loan. Lehman Brothers
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acted as advisor and lead arranger in connection with the expansion and Lehman
Commercial Paper, Inc. and serves as Administrative Agent of the amended and
restated facility. More detailed information regarding the Amended Credit
Facility can be found herein under Note 5 to the Company's Condensed
Consolidated Financial Statements and under "Management's Discussion and
Analysis of Financial Condition and Results of Operations - Liquidity and
Capital Resources."

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.

(a) Exhibits.

1.1 Amended and Restated Underwriting Agreement, dated June 11,
1999, by and between the Company and Lehman Brothers Inc.

4.1 Indenture dated as of June 10, 1999 by and between the Company
and State Street Bank and Trust Company, as trustee, relating
to the issuance of debt securities.

4.2 First Supplemental Indenture, by and between the Company and
State Street Bank and Trust Company, as trustee, dated as of
June 11, 1999 relating to the $100.0 million aggregate
principal amount of the Company's 12% Senior Notes due 2006.

10.1 Amended and Restated Credit Agreement, dated as of August 4,
1999, by and among the Company, as Borrower, certain
subsidiaries of the Company, as Guarantor, the several lenders
from time to time party thereto, Lehman Commercial Paper Inc.,
as Administrative Agent, Societe Generale, as Documentation
Agent, The Bank of Nova Scotia, as Syndication Agent,
SouthTrust Bank, N.A., as Co-Agent, and Lehman Brothers Inc.,
as Advisor, as Lead Arranger, and as Book Manager.

27.1 Financial Data Schedule (For SEC use only).

(b). Reports on Form 8-K

The Company's Current Report on Form 8-K, as filed with the Commission
on May 25, 1999 (File no. 0-25245), relating to (i) the filing of a
Preliminary Prospectus to the Company's Registration Statement on Form
S-3 (Reg. no. 333-70419) covering the public offering of its senior
unsecured notes, and (ii) the levels of occupancy at the facilities
owned by the Company and New CCA, the Company's primary tenant.

The Company's Current Report on Form 8-K, as filed with the Commission
on June 4, 1999(File no. 0-25245) relating to certain litigation
commenced against the Company as the result of the disclosure of
increased payments by the Company to New CCA.
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SIGNATURE

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

PRISON REALTY TRUST, INC.
Date: August 16, 1999
/s/ Vida H. Carroll

Vida H. Carroll
Chief Financial Officer/
Chief Accounting Officer
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EXHIBIT 1.1

EXECUTION COPY

$100, 000, 000
PRISON REALTY TRUST, INC.
12% SENIOR NOTES DUE 2006
AMENDED AND RESTATED UNDERWRITING AGREEMENT
June 11, 1999

Lehman Brothers Inc.
Three World Financial Center
New York, New York 10285

Dear Sirs:

Prison Realty Trust, Inc., a Maryland corporation (the "Company"),
proposes, upon the terms and considerations set forth herein, to issue and sell
to you ("Lehman Brothers") $100,000,000 in aggregate principal amount of its 12%
Senior Notes due 2006 (the "Notes") pursuant to the terms of an indenture, as
supplemented by an indenture supplement, dated as of June 11, 1999
(collectively, the "Indenture"), between the Company and State Street Bank and
Trust Company, as trustee (the "Trustee"), relating to the Notes. This is to
confirm the agreement concerning the purchase of the Notes from the Company by
Lehman Brothers.

1. Representations, Warranties and Agreements of the Company. The
Company represents, warrants and agrees that:

(a) A registration statement on Form S-3 (File No. 333-70419),
including a prospectus, with respect to the Notes has (i) been
prepared by the Company in conformity with the requirements of the
United States Securities Act of 1933, as amended (the "Securities
Act") and the rules and regulations (the "Rules and Regulations") of
the United States Securities and Exchange Commission (the
"Commission") promulgated thereunder, (ii) been filed with the
Commission under the Securities Act and (iii) become effective under
the Securities Act; and a registration statement on Form S-3 (File No.
333-80413), including a prospectus, with respect to the Notes has (1)
been prepared by the Company in conformity with the requirements of
the Securities Act and the Rules and Regulations, (ii) been filed with
the Commission under the Securities Act and (iii) become effective
under the Securities Act; and the Indenture shall be qualified under
the Trust Indenture Act of 1939 (the "Trust Indenture Act") and the
applicable rules and regulations thereunder. Copies of such
registration



statements have been delivered by the Company to you. As used in this
Agreement, "Effective Time" means the date and the time as of which
each such registration statement, or the most recent post-effective
amendment thereto, if any, was declared effective by the Commission;
"Effective Date" means the date of the Effective Time; "Preliminary
Prospectus" means each prospectus included in each such registration
statement, or amendments thereof, before it became effective under the
Securities Act and any prospectus filed with the Commission by the
Company with the consent of Lehman Brothers pursuant to Rule 424(a) of
the Rules and Regulations; "Registration Statement" means
collectively, each such registration statement, as amended at the
Effective Time, including all information contained in the final
prospectus filed with the Commission pursuant to Rule 424(b) of the
Rules and Regulations in accordance with Section 5 hereof and deemed
to be a part of each registration statement as of the Effective Time
pursuant to paragraph (b) of Rule 430A of the Rules and Regulations;
"Prospectus" means such final prospectus including any supplemental
prospectus, as first filed with the Commission pursuant to Rule 424(b)
of the Rules and Regulations, or if no such prospectus was so filed
the form of prospectus that was included in the Registration Statement
at the Effective Time; and references herein to the Registration
Statement, a Preliminary Prospectus or the Prospectus shall be deemed
to refer to and include the documents and financial statements
incorporated or deemed to be incorporated therein pursuant to Item 12
of Form S-3 which were filed under the United States Securities
Exchange Act of 1934, as amended, and the rules and regulations
promulgated thereunder (collectively, the "Exchange Act"), on or
before the Effective Date of the Registration Statement or the issue
date of such Preliminary Prospectus or Prospectus, as the case may be.
The Commission has not issued any order preventing or suspending the
use of any Preliminary Prospectus or Prospectus; and no stop order
suspending the effectiveness of the Registration Statement is in
effect, and no proceedings for such purpose are pending before or
threatened by the Commission.

(b) The Registration Statement conforms, and the Prospectus and
any further amendments or supplements to the Registration Statement or
the Prospectus will, when they become effective or are filed with the
Commission, as the case may be, conform in all respects to the
requirements of the Securities Act and the Rules and Regulations and
do not and will not, as of the applicable effective date (as to the
Registration Statement and any amendment thereto) and as of the
applicable filing date (as to the Prospectus and any amendment or
supplement thereto) contain an untrue statement of a material fact or
omit to state a material fact required to be stated therein or
necessary to make the statements therein not misleading; provided that
no representation or warranty is made as to information contained in
or omitted from the Registration Statement or the Prospectus in
reliance upon and in conformity with written information furnished to
the Company by Lehman Brothers specifically for inclusion therein; and
the Indenture conforms in all material respects to the requirements of
the Trust Indenture Act and the applicable rules and regulations
thereunder; provided that



no representation or warranty is made as to the statement of
eligibility and qualification on Form T-1 of the Trustee under the
Trust Indenture Act or as to information contained in or omitted from
the Registration Statement or the Prospectus in reliance upon and in
conformity with written information furnished to the Company by Lehman
Brothers specifically for inclusion therein, which information is
described in Section 8(e) hereof.

(c) The market-related and industry-related data and estimates
included in the Prospectus are based on or derived from sources which
the Company believes to be reliable and accurate.

(d) The Company and each of its subsidiaries (as defined in
Section 14) have been duly incorporated and are validly existing as
corporations in good standing under the laws of their respective
jurisdictions of incorporation, are duly qualified to do business and
are in good standing as foreign corporations in each jurisdiction in
which their respective ownership or lease of property or the conduct
of their respective businesses requires such qualification, except to
the extent that the failure to be so qualified could not be reasonably
expected to have a material adverse effect on the general affairs,
management, consolidated financial position, stockholders' equity,
results of operations, business or prospects of the Company and its
subsidiaries, taken as a whole (a "Material Adverse Effect"), and have
all power and authority necessary to own or hold their respective
properties and to conduct the businesses in which they are engaged;
and none of the subsidiaries of the Company is a "significant
subsidiary," as such term is defined in Rule 405 of the Rules and
Regulations.

(e) The Company has an authorized capitalization as set forth in
the Prospectus, and all of the issued shares of capital stock of the
Company have been duly and validly authorized and issued, are fully
paid and non-assessable and conform to the description thereof
contained in the Prospectus; and all of the issued shares of capital
stock of each subsidiary of the Company have been duly and validly
authorized and issued and are fully paid and non-assessable and
(except for directors' qualifying shares) are owned directly or
indirectly by the Company, free and clear of all liens, encumbrances,
equities or claims other than liens or encumbrances in favor of the
lenders under the Company's Bank Credit Facility, dated as of January
1, 1999, as described in the Prospectus.

(f) This Agreement has been duly authorized, executed and
delivered by the Company.

(g) The Indenture has been duly authorized, and on the Delivery
Date (as defined below) when duly executed by the proper officers of
the Company (assuming due execution and delivery by the Trustee) and
delivered by the Company, will constitute a valid and binding
agreement of the Company enforceable against the Company in accordance
with its terms, subject to the



effects of bankruptcy, insolvency, fraudulent conveyance,
reorganization, moratorium and other similar laws relating to or
affecting creditors' rights generally, general equitable principles
(whether considered in a proceeding in equity or at law).

(h) The Notes have been duly and validly authorized by the
Company and when duly executed by the Company in accordance with the
terms of the Indenture and, assuming due authentication of the Notes
by the Trustee, upon delivery to Lehman Brothers against payment
therefor in accordance with the terms hereof, will constitute valid
and binding obligations of the Company entitled to the benefits of the
Indenture and enforceable in accordance with their terms, subject to
the effects of bankruptcy, insolvency, fraudulent conveyance,
reorganization, moratorium and other similar laws relating to or
affecting creditors' rights generally, general equitable principles
(whether considered in a proceeding in equity or at law); and the
Notes, when issued and delivered, will conform in all material
respects to the description thereof contained in the Prospectus.

(1) The execution, delivery and performance of this Agreement and
the Indenture by the Company and the consummation of the transactions
contemplated hereby and thereby (including the issuance and sale of
the Notes and the use of the proceeds from the sale thereof as
described in the Prospectus under the caption "Use of Proceeds") will
not conflict with or result in a breach or violation of any of the
terms or provisions of, or constitute a default under, any indenture,
mortgage, deed of trust, loan agreement, lease or other agreement or
instrument to which the Company or any of its subsidiaries is a party
or by which the Company or any of its subsidiaries is bound or to
which any of the property or assets of the Company or any of its
subsidiaries is subject, except for such conflicts, breaches,
violations or defaults as could not, in the aggregate, be reasonably
expected to have a Material Adverse Effect, nor will such actions
result in any violation of the provisions of the charter or by-laws of
the Company or any of its subsidiaries or any statute or any order,
rule or regulation of any court or governmental agency or body having
jurisdiction over the Company or any of its subsidiaries or any of
their properties or assets, except for such violations as could not,
in the aggregate, be reasonably expected to have a Material Adverse
Effect; and except for (i) the registration of the Notes under the
Securities Act, (ii) the qualification of the Indenture under the
Trust Indenture Act and (iii) such consents, approvals,
authorizations, registrations or qualifications as may be required
under the Exchange Act and applicable state securities laws in
connection with the purchase and distribution of the Notes by Lehman
Brothers, no consent, approval, authorization or order of, or filing
or registration with, any such court or governmental agency or body is
required for the execution, delivery and performance of this
Agreement, or the Indenture by the Company and the consummation of the
transactions contemplated hereby and thereby.



(j) wWith the exception of two Registration Rights Agreements,
each dated December 31, 1998, in connection with the Company's
issuance to PMI Mezzanine Fund, L.P. of its 7.5% convertible
subordinated notes in the aggregate principal amount of $30.0 million
and the Company's issuance to MDP Ventures IV LLC of its 9.5%
convertible subordinated notes in the aggregate principal amount of
$40.0 million, there are no contracts, agreements or understandings
between the Company and any person granting such person the right to
require the Company to file a registration statement under the
Securities Act with respect to any securities of the Company owned or
to be owned by such person or to require the Company to include such
securities in the securities registered pursuant to the Registration
Statement or in any securities being registered pursuant to any other
registration statement filed by the Company under the Securities Act.

(k) Except as described in the Prospectus, the Company has not
sold or issued any securities with terms that are substantially
similar to the Notes during the six-month period preceding the date of
the Prospectus, including any sales pursuant to Rule 144A under, or
Regulations D or S of, the Securities Act.

(1) Neither the Company nor any of its subsidiaries has
sustained, since the date of the latest audited financial statements
included or incorporated by reference in the Prospectus, any material
loss or interference with its business from fire, explosion, flood or
other calamity, whether or not covered by insurance, or from any labor
dispute or court or governmental action, order or decree, otherwise
than as set forth or contemplated in the Prospectus; and, since such
date, there has not been any change in the capital stock or long-term
debt of the Company or any of its subsidiaries or any material adverse
change, or any development involving a prospective material adverse
change, in or affecting the general affairs, management, financial
position, stockholders' equity or results of operations, business or
prospects of the Company and its subsidiaries (a "Material Adverse
Change"), otherwise than as set forth or contemplated in the
Prospectus.

(m) The financial statements (including the related notes and
supporting schedules) included or incorporated by reference in the
Prospectus present fairly the financial condition and results of
operations of the entities purported to be shown thereby, at the dates
and for the periods indicated, and have been prepared in conformity
with generally accepted accounting principals applied on a consistent
basis throughout the periods involved.

(n) Arthur Andersen LLP, who has certified certain financial
statements of the Company, whose report appears in the Prospectus or
is incorporated by reference therein and who has delivered the initial
letter referred to in Section 7(h) hereof, are independent public
accountants as required by the Securities Act and the Rules and
Regulations.

(o) The Company and each of its subsidiaries have good and



marketable title in fee simple to all real property and good and
marketable title to all personal property owned by them, in each case
free and clear of all liens, encumbrances and defects except such as
are described in the Prospectus or such as do not materially affect
the value of such property and do not materially interfere with the
use made and proposed to be made of such property by the Company and
its subsidiaries; all real property and buildings held under lease by
the Company and its subsidiaries are held by them under valid,
subsisting and enforceable leases, with such exceptions as are not
material and do not interfere with the use made and proposed to be
made of such property and buildings by the Company and its
subsidiaries; neither the Company nor, to the best of the knowledge of
the Company, any lessee under a lease, relating to any of the real
property or facilities owned by the Company, is in default under or
has any rights to terminate any of the leases relating to the real
property or facilities owned by the Company and the Company does not
know of any event which, but for the passage of time or the giving of
notice, or both, would constitute a default or under or termination of
any of such leases, except such defaults or termination rights that
could not be reasonably expected to have a Material Adverse Effect on
the Company; and, except as disclosed in the Prospectus, neither the
Company nor, to the best of the knowledge of the Company, any other
party under a management contract, relating to any of the real
property or facilities owned by the Company, is in default under any
of the management contracts relating to the real property or
facilities owned by the Company, the Company has not received any
notice of any rights to terminate any of such management contracts and
the Company does not know of any event which, but for the passage of
time or the giving of notice, or both, would constitute a default or
under or termination of any of such management contracts, except such
defaults or termination rights that could not be reasonably expected
to have a Material Adverse Effect on the Company.

(p) The Company and each of its subsidiaries carry, or are
covered by, insurance in such amounts and covering such risks as is
reasonably adequate for the conduct of their respective businesses and
the value of their respective properties and as is customary for
companies engaged in similar businesses in similar industries.

(g) Except as described in the Prospectus, the Company and each
of its subsidiaries own or possess adequate rights to use all material
trademarks, service marks, trade names, trademark registrations,
service mark registrations and licenses necessary for the conduct of
their respective businesses and have no reason to believe that the
conduct of their respective businesses will conflict with, and have
not received any notice of any claim of conflict with, any such rights
of others.

(r) Except as described in the Prospectus, there are no legal or
governmental proceedings pending to which the Company or any of its



subsidiaries is a party or of which any property or assets of the
Company or any of its subsidiaries is the subject which, if determined
adversely to the Company or any of its subsidiaries, could be
reasonably expected to have a Material Adverse Effect; and to the best
of the Company's knowledge, no such proceedings are threatened or
contemplated by governmental authorities or threatened by others.

(s) There are no contracts or other documents which are required
to be described in the Prospectus or filed as exhibits to the
Registration Statement by the Securities Act or by the Rules and
Regulations which have not been described in the Prospectus or filed
as exhibits to the Registration Statement incorporated therein by
reference as permitted by the Rules and Regulations.

(t) No relationship, direct or indirect, exists between or among
the Company on the one hand, and the directors, officers,
stockholders, customers or suppliers of the Company on the other hand,
which is required to be described in the Prospectus which is not so
described.

(u) No labor disturbance by the employees of the Company exists
or, to the knowledge of the Company, is imminent which could be
reasonably expected to have a Material Adverse Effect.

(v) The Company is in compliance in all material respects with
all presently applicable provisions of the Employee Retirement Income
Security Act of 1974, as amended, including the regulations and
published interpretations thereunder ("ERISA"); no "reportable event"
(as defined in ERISA) has occurred with respect to any "pension plan"
(as defined in ERISA) for which the Company would have any liability;
the Company has not incurred and does not expect to incur liability
under (i) Title IV of ERISA with respect to termination of, or
withdrawal from, any "pension plan" or (ii) Sections 412 or 4971 of
the Internal Revenue Code of 1986, as amended, including the
regulations and published interpretations thereunder (the "Code"); and
each "pension plan" for which the Company would have any liability
that is intended to be qualified under Section 401(a) of the Code is
so qualified in all material respects and nothing has occurred,
whether by action or by failure to act, which would cause the loss of
such qualification.

(w) The Company has filed all federal, state and local income and
franchise tax returns required to be filed through the date hereof and
has paid all taxes due thereon, and no tax deficiency has been
determined adversely to the Company or any of its subsidiaries which
has had (nor does the Company have any knowledge of any tax deficiency
which, if determined adversely to the Company or any of its
subsidiaries, could be reasonably expected to have) a Material Adverse
Effect.

(x) The Company has been organized in conformity with the



requirements for qualification as a real estate investment trust under
the Internal Revenue Code of 1986, as amended (the "Code"), and it has
operated and intends to continue to operate in such a manner as to
enable it to meet the requirements for taxation as a real estate
investment trust under the Code commencing with the Company's taxable
year ending December 31, 1999.

(y) Since the date as of which information is given in the
Prospectus through the date hereof, and except as may otherwise be
disclosed in the Prospectus, the Company has not (i) issued or granted
any securities, (ii) incurred any liability or obligation, direct or
contingent, other than liabilities and obligations which were incurred
in the ordinary course of business, (iii) entered into any transaction
not in the ordinary course of business or (iv) declared or paid any
dividend on its capital stock.

(z) The Company (i) makes and keeps accurate books and records
and (ii) maintains internal accounting controls which provide
reasonable assurance that (A) transactions are executed in accordance
with management's authorization, (B) transactions are recorded as
necessary to permit preparation of its financial statements and to
maintain accountability for its assets, (C) access to its assets is
permitted only in accordance with management's authorization and (D)
the reported accountability for its assets is compared with existing
assets at reasonable intervals.

(aa) Neither the Company nor any of its subsidiaries (i) is in
violation of its charter or by-laws, (ii) is in default in any
material respect, and no event has occurred which, with notice or
lapse of time or both, would constitute such a default, in the due
performance or observance of any term, covenant or condition contained
in any material indenture, mortgage, deed of trust, loan agreement,
lease or other agreement or instrument to which it is a party or by
which it is bound or to which any of its properties or assets is
subject or (iii) is in violation in any material respect of any law,
ordinance, governmental rule, regulation or court decree to which it
or its property or assets may be subject or has failed to obtain any
material license, permit, certificate, franchise or other governmental
authorization or permit necessary to the ownership of its property or
to the conduct of its business.

(ab) Neither the Company nor any of its subsidiaries, nor any
director, officer, agent, employee or other person associated with or
acting on behalf of the Company or any of its subsidiaries, has used
any corporate funds for any unlawful contribution, gift, entertainment
or other unlawful expense relating to political activity; made any
direct or indirect unlawful payment to any foreign or domestic
government official or employee from corporate funds; violated or is
in violation of any provision of the Foreign Corrupt Practices Act of
1977; or made any bribe, rebate, payoff, influence payment, kickback
or other unlawful payment.



(ac) There has been no storage, disposal, generation,
manufacture, refinement, transportation, handling or treatment of
toxic wastes, medical wastes, hazardous wastes or hazardous substances
by the Company or any of its subsidiaries (or, to the knowledge of the
Company, any of their predecessors in interest) at, upon or from any
of the property now or previously owned or leased by the Company or
its subsidiaries in violation of any applicable law, ordinance, rule,
regulation, order, judgment, decree or permit or which would require
remedial action under any applicable law, ordinance, rule, regulation,
order, judgment, decree or permit, except for any violation or
remedial action which could not be reasonably expected to have,
singularly or in the aggregate with all such violations and remedial
actions, a Material Adverse Effect; there has been no material spill,
discharge, leak, emission, injection, escape, dumping or release of
any kind onto such property or into the environment surrounding such
property of any toxic wastes, medical wastes, solid wastes, hazardous
wastes or hazardous substances due to or caused by the Company or any
of its subsidiaries or with respect to which the Company or any of its
subsidiaries have knowledge, except for any such spill, discharge,
leak, emission, injection, escape, dumping or release which could not
be reasonably expected to have, singularly or in the aggregate with
all such spills, discharges, leaks, emissions, injections, escapes,
dumpings and releases, a Material Adverse Effect; and the terms
"hazardous wastes," "toxic wastes," "hazardous substances" and
"medical wastes" shall have the meanings specified in any applicable
local, state, federal and foreign laws or regulations with respect to
environmental protection.

(ad) Neither the Company nor any subsidiary is an "investment
company" within the meaning of such term under the United States
Investment Company Act of 1940 and the rules and regulations of the
Commission thereunder.

2. Purchase of the Notes by Lehman Brothers. On the basis of the
representations, warranties and agreements contained in, and subject to the
terms and conditions of, this Agreement, the Company agrees to sell to Lehman
Brothers, and Lehman Brothers agrees to purchase from the Company, all of the
Notes at an aggregate purchase price equal to 97.00% of the principal amount
thereof (the "Purchase Price").

The Company shall not be obligated to deliver any of the Notes, except

upon payment for all the Notes to be purchased pursuant to this Agreement as
provided herein.

3. Offering of Notes by Lehman Brothers. Upon authorization by Lehman
Brothers of the release of the Notes, Lehman Brothers proposes to offer the
Notes for sale upon the terms and conditions set forth in the Prospectus.

4, Delivery of and Payment for the Notes. Delivery of and payment for
the Notes shall be made at the office of Latham & Watkins, 885 Third Avenue New
York, New York 10022 at 10:00 A.M., New York City time, on the third full
business day following the date of
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this Agreement or at such other date or place as shall be determined by
agreement between Lehman Brothers and the Company. This date and time are
sometimes referred to as the "Delivery Date." On the Delivery Date, the Company
shall deliver or cause to be delivered certificates representing the Notes to
Lehman Brothers for the account of Lehman Brothers against payment to or upon
the order of the Company of the purchase price by wire transfer in immediately
available funds. Time shall be of the essence, and delivery at the time and
place specified pursuant to this Agreement is a further condition of the
obligation of Lehman Brothers hereunder. Upon delivery, the Notes shall be
registered in such names and in such denominations as may be set forth in the
Indenture. For the purpose of expediting the checking and packaging of the
certificates for the Notes, the Company shall make the certificates representing
the Notes available for inspection by Lehman Brothers in New York, New York, not
later than 2:00 P.M., New York City time, on the business day prior to the
Delivery Date.

5. Further Agreements of the Company. The Company agrees:

(a) To prepare the Prospectus in a form approved by Lehman
Brothers and to file such Prospectus pursuant to Rule 424(b) under the
Securities Act not later than Commission's close of business on the
second business day following the execution and delivery of this
Agreement or, if applicable, such earlier time as may be required by
Rule 430A(a)(3) under the Securities Act; to make no further amendment
or any supplement to the Registration Statement or to the Prospectus
except as permitted herein; to advise Lehman Brothers, promptly after
it receives notice thereof, of the time when any amendment to the
Registration Statement has been filed or becomes effective or any
supplement to the Prospectus or any amended Prospectus has been filed
and to furnish Lehman Brothers with copies thereof; to advise Lehman
Brothers, promptly after it receives notice thereof, of the issuance
by the Commission of any stop order or of any order preventing or
suspending the use of any Preliminary Prospectus or the Prospectus, of
the suspension of the qualification of the Notes for offering or sale
in any jurisdiction, of the initiation or threatening of any
proceeding for any such purpose, or of any request by the Commission
for the amending or supplementing of the Registration Statement or the
Prospectus or for additional information; and, in the event of the
issuance of any stop order or of any order preventing or suspending
the use of any Preliminary Prospectus or the Prospectus or suspending
any such qualification, to use promptly its best efforts to obtain its
withdrawal;

(b) To furnish promptly to Lehman Brothers and to counsel for
Lehman Brothers a signed copy of the Registration Statement as
originally filed with the Commission, and each amendment thereto filed
with the Commission, including all consents and exhibits filed
therewith;

(c) To deliver promptly to Lehman Brothers such number of the
following documents as Lehman Brothers shall reasonably request: (i)
conformed copies of the Registration Statement as originally filed
with the Commission and each amendment thereto (in each case excluding
exhibits other than this
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Agreement, the Indenture and the computation of per share earnings)
and (ii) each Preliminary Prospectus, the Prospectus and any amended
or supplemented Prospectus; and, if the delivery of a prospectus is
required at any time after the Effective Time in connection with the
offering or sale of the Notes or any other securities relating thereto
and if at such time any events shall have occurred as a result of
which the Prospectus as then amended or supplemented would include an
untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the
circumstances under which they were made when such Prospectus is
delivered, not misleading, or, if for any other reason it shall be
necessary to amend or supplement the Prospectus in order to comply
with the Securities Act, to notify Lehman Brothers and, upon their
request, to file such document and to prepare and furnish without
charge to Lehman Brothers and to any dealer in securities as many
copies as Lehman Brothers may from time to time reasonably request of
an amended or supplemented Prospectus which will correct such
statement or omission or effect such compliance;

(d) To file promptly with the Commission any amendment to the
Registration Statement or the Prospectus or any supplement to the
Prospectus that may, in the judgment of the Company or Lehman
Brothers, be required by the Securities Act or requested by the
Commission;

(e) Prior to filing with the Commission any amendment to the
Registration Statement or supplement to the Prospectus or any
Prospectus pursuant to Rule 424 of the Rules and Regulations, to
furnish a copy thereof to Lehman Brothers and counsel for Lehman
Brothers and obtain the consent of Lehman Brothers to the filing;

(f) As soon as practicable, to make generally available to the
Company's security holders and to deliver to Lehman Brothers earnings
statements of the Company and its subsidiaries (which need not be
audited) complying with Section 11(a) of the Securities Act and the
Rules and Regulations (including, at the option of the Company, Rule
158);

(g) So long as any of the Notes are outstanding, to furnish to
Lehman Brothers copies of all materials furnished by the Company to
its shareholders and all public reports and all reports and financial
statements furnished by the Company to the principal national
securities exchange upon which the Common Stock may be listed pursuant
to requirements of or agreements with such exchange or to the
Commission pursuant to the Exchange Act or any rule or regulation of
the Commission thereunder;

(h) Promptly from time to time to take such action as Lehman
Brothers may reasonably request to qualify the Notes for offering and
sale under the securities laws of such jurisdictions as Lehman
Brothers may request and to

11
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comply with such laws so as to permit the continuance of sales and
dealings therein in such jurisdictions for as long as may be necessary
to complete the distribution of the Notes;

(j) To apply the net proceeds from the sale of the Notes being
sold by the Company as set forth in the Prospectus;

(k) To take such steps as shall be necessary to ensure that
neither the Company nor any subsidiary shall become an "investment
company" within the meaning of such term under the United States
Investment Company Act of 1940 and the rules and regulations of the
Commission thereunder; and

(1) For a period of 90 days from the date of the Prospectus, not
to, directly or indirectly, sell, offer to sell, contract to sell,
grant any option to purchase, issue any instrument convertible or
exchangeable for, or otherwise transfer or dispose of (or enter into
any transaction or device which is designed to, or could be expected
to, result in the disposition in the future of), any debt securities
of the Company or any of its subsidiaries, except with the prior
consent of Lehman Brothers.

6. Expenses. The Company agrees to pay (a) the costs incident to the
authorization, issuance, sale and delivery of the Notes and any taxes payable in
that connection; (b) the costs incident to the preparation, printing and filing
under the Securities Act of the Registration Statement and any amendments and
exhibits thereto; (c) the costs of distributing the Registration Statement as
originally filed and each amendment thereto and any post-effective amendments
thereof (including, in each case, exhibits), any Preliminary Prospectus, the
Prospectus (including, without limitation, exhibits) and any amendment or
supplement to the Preliminary Prospectus and Prospectus, all as provided in this
Agreement; (d) the costs of reproducing and distributing this Agreement; (e) the
filing fees incident to securing any required review by the National Association
of Securities Dealers, Inc. of the terms of sale of the Notes; (f) any
applicable listing or other fees; (g) the fees and expenses of qualifying the
Notes under the securities laws of the several jurisdictions as provided in
Section 5(h) and of preparing, printing and distributing a Blue Sky Memorandum
(including related fees and expenses of counsel to Lehman Brothers); (h) any
fees charged by securities rating services for rating the Notes; and (i) all
other costs and expenses incident to the performance of the obligations of the
Company under this Agreement; provided, that (x) the Company and Lehman Brothers
will bear their own "road show" expenses, (y) the Company, on the one hand, and
Lehman Brothers, on the other hand, will each bear one half of the cost of the
charter air craft used in connection with the "road show" relating to the
offering of the Notes and (z) the only legal expenses of Lehman Brothers to be
borne by the Company pursuant to this Section 6 are pursuant to clause (g) of
this Section 6.

7. Conditions of Lehman Brothers' Obligations. The obligations of
Lehman Brothers hereunder are subject to the accuracy, when made and on the
Delivery Date, of the representations and warranties of the Company contained
herein, to the performance by the
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Company of its obligations hereunder, and to each of the following additional
terms and conditions:

(a) The Prospectus shall have been timely filed with the
Commission in accordance with Section 5(a); no stop order suspending
the effectiveness of the Registration Statement or any part thereof
shall have been issued and no proceeding for that purpose shall have
been initiated or threatened by the Commission; any request of the
Commission for inclusion of additional information in the Registration
Statement or the Prospectus or otherwise shall have been complied
with.

(b) Lehman Brothers shall not have discovered and disclosed to
the Company on or prior to the Delivery Date that the Registration
Statement or the Prospectus or any amendment or supplement thereto
contains an untrue statement of a fact which, in the opinion of Latham
& Watkins, counsel for Lehman Brothers, is material or omits to state
a fact which, in the opinion of such counsel, is material and is
required to be stated therein or is necessary to make the statements
therein not misleading.

(c) All corporate proceedings and other legal matters incident to
the authorization, form and validity of this Agreement, the Indenture,
the Notes, the Registration Statement and the Prospectus, and all
other legal matters relating to this Agreement and the transactions
contemplated hereby shall be reasonably satisfactory in all material
respects to counsel for Lehman Brothers, and the Company shall have
furnished to such counsel all documents and information that they may
reasonably request to enable them to pass upon such matters.

(d) Miles & Stockbridge P.C. shall have furnished to Lehman
Brothers its written opinion, as counsel to the Company, addressed to
Lehman Brothers and dated the Delivery Date, in form and substance
reasonably satisfactory to Lehman Brothers, to the effect that:

(i) The Company is a corporation duly organized, validly
existing and in good standing under the laws of the State of
Maryland and has the corporate power and authority to own or hold
its properties and conduct the businesses in which it is engaged
as such properties and businesses are described in the
Prospectus;

(ii) The Company has authorized capital stock as described
under the caption "Description of Common Stock--General" set
forth in the Prospectus, and all of the issued shares of capital
stock of the Company, comprising 117,076,081 shares of common
stock, $0.01 par value per share, and 4,300,000 shares of 8%
Series A Cumulative Preferred Stock, have been duly authorized
and validly issued and are fully paid and non-assessable, and the
description of the common stock, $60.01
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par value per share, of the Company and the preferred stock of
the Company, consisting solely of the shares of preferred stock,
$0.01 par value, designated 8.0% Series A Cumulative Preferred
Stock, conform to the description thereof set forth under the
caption "Description of Capital Stock" in the Prospectus,
including under the caption "New Prison Realty Capital Stock" in
the prospectus that is incorporated therein by reference;

(iii) The execution and delivery of and the performance of
its obligations under each of the Underwriting Agreement and the
Indenture by the Company have been duly authorized by the
Company;

(iv) The issuance and sale of the Notes by the Company have
been duly authorized by the Company;

(v) The execution and delivery by the Company of this
Agreement and the Indenture and the consummation by the Company
of the transactions contemplated hereby and thereby will not
result in any violation of the provisions of the charter or
bylaws of the Company or, to the knowledge of such counsel, any
applicable law, rule or regulation of any Maryland court or
governmental agency having jurisdiction over the Company, except
for such violations that could not, singly or in the aggregate,
be reasonably expected to have a Material Adverse Effect; and

(vi) No consent, approval, authorization, order,
registration or qualification of or with any Maryland
governmental agency or body or, to our knowledge, any Maryland
court is required for the issue and sale of the Notes by the
Company and the compliance by the Company with the provisions of
this Agreement, except for such consents, approvals,
authorizations, registrations or qualifications as may be
required under state securities or Blue Sky laws in connection
with the purchase and distribution of the Notes by Lehman
Brothers.

In rendering such opinion, such counsel may state that its
opinion is limited to matters governed by the laws of the State of
Maryland.

(e) Stokes & Bartholomew, P.A. shall have furnished to Lehman
Brothers its written opinion, as counsel to the Company, addressed to
Lehman Brothers and dated the Delivery Date, in form and substance
reasonably satisfactory to Lehman Brothers, to the effect that:

(i) The Company has been duly formed and is validly existing
as a corporation under the laws of the State of Maryland, with
corporate power and authority to own its properties and conduct
its businesses as now conducted, and based solely upon
certificates from public officials, is duly qualified to do
business and is in good standing as a foreign
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corporation in each jurisdiction in which its ownership or lease
of property or the conduct of its businesses requires such
qualification, except to the extent that the failure to be so
qualified could not be reasonably expected to have Material
Adverse Effect;

(ii) As of the dates specified therein, the Company had
authorized and issued capital stock as set forth under the
caption "Capitalization" in the Prospectus. All of the issued
shares of the capital stock of the Company have been duly
authorized and validly issued and conform to the description
thereof contained in the Prospectus;

(iii) The Indenture has been duly executed and delivered by
the Company, is duly qualified under the Trust Indenture Act and,
assuming that the Indenture is a valid and binding agreement of
the Trustee, constitutes a valid and binding agreement of the
Company;

(iv) The Notes have been duly executed and issued by the
Company and, assuming due authentication thereof by the Trustee
and upon payment delivery in accordance with the terms of this
Agreement, will constitute valid and binding obligations of the
Company;

(v) This Agreement has been duly executed and delivered by
the Company;

(vi) To such counsel's knowledge, there are no preemptive or
other rights to subscribe for or to purchase, nor any restriction
upon the transfer of, any Notes pursuant to the Company's charter
or by-laws or any agreement or other instrument known to such
counsel;

(vii) The Company and each of its subsidiaries have good and
marketable title in fee simple to all real property owned by
them, in each case free and clear of all liens, encumbrances and
defects except such as are described in the Prospectus or such as
do not materially affect the value of such property and do not
materially interfere with the use made and proposed to be made of
such property by the Company and its subsidiaries; and all real
property and buildings held under lease by the Company and its
subsidiaries are held by them under valid, subsisting and
enforceable leases, with such exceptions as are not material and
do not interfere with the use made and proposed to be made of
such property and buildings by the Company and its subsidiaries;

(viii) To the best of such counsel's knowledge, and other
than as set forth in the Prospectus, there are no legal or
governmental proceedings pending to which the Company or any of
its subsidiaries is a party or of which any property or assets of
the Company or any of its subsidiaries is
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the subject of which, if determined adversely to the Company or
any of its subsidiaries, could be reasonably expected to have a
Material Adverse Effect; and, to the best of such counsel's
knowledge, no such proceedings are threatened or contemplated by
governmental authorities or threatened by others;

(ix) To the best of such counsel's knowledge, and with the
exception of two Registration Rights Agreements, each dated
December 31, 1998, in connection with the Company's issuance to
PMI Mezzanine Fund, L.P. of its 7.5% convertible subordinated
notes in the aggregate principal amount of $30.0 million and the
Company's issuance to MDP Ventures IV LLC of its 9.5% convertible
subordinated notes in the aggregate principal amount of $40.0
million, there are no contracts, agreements or understandings
between the Company and any person granting such person the right
to require the Company to file a registration statement under the
Securities Act with respect to any securities of the Company
owned or to be owned by such person or to require the Company to
include such securities in the securities registered pursuant to
the Registration Statement or in any securities being registered
pursuant to any other registration statement filed by the Company
under the Securities Act;

(x) The statements contained in the Prospectus under the
captions "Business-Relationship with CCA," "Business-CCA Leases,"
"Business-Other Agreements," "Business-CCA Note,"
"Business-License Fees," "Business-Relationship with the Service
Companies" and "Business-Governmental Regulation," insofar as
they describe charter documents, contracts, statutes, rules and
regulations and other legal matters, constitute an accurate
summary thereof in all material respects;

(xi) The statements contained in the Prospectus under the
caption "Material United States Federal Tax Considerations" or
"Material Federal Income Tax Consequences," insofar as they
purport to constitute summaries of matters of United States
federal tax law and regulations or legal conclusions with respect
thereto, constitute accurate summaries of the matters described
therein in all material respects;

(xii) All of the issued shares of capital stock of each
subsidiary of the Company have been duly and validly authorized
and issued and are fully paid and non-assessable and are owned
directly or indirectly by the Company, free and clear of all
liens, encumbrances, equities or claims other than liens or
encumbrances in favor of the lenders under the Company's Bank
Credit Facility, dated as of January 1, 1999, as described in the
Prospectus;
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(xiii) To such counsel's knowledge, there are no contracts
or documents of a character required by the Securities Act or by
the rules and regulations thereunder to be described in the
Registration Statement or the Prospectus or to be filed as
exhibits to the Registration Statement which are not described or
filed as required by the Securities Act or by the rules and
regulations thereunder;

(xiv) The execution and delivery by the Company of this
Agreement and the Indenture and the consummation by the Company
of the other transactions contemplated hereby and thereby and by
the Prospectus will not (A) to the knowledge of such counsel,
result in a breach or violation of any of the terms or provisions
of, or constitute a default under, any indenture, mortgage, deed
of trust, loan agreement, lease or other agreement or instrument
of the Company or any of its subsidiaries, except for such
breaches or violations that could not, singly or in the
aggregate, be reasonably expected to have a Material Adverse
Effect or (B) result in any violation of the provisions of the
charter or bylaws of the Company or any of its subsidiaries, or,
to the knowledge of such counsel, any applicable law, rule or
regulation with respect to the Company or any of its subsidiaries
or, to the knowledge of such counsel, any rule or regulation or
order of any court or governmental agency having jurisdiction
over the Company or any of its subsidiaries, except for such
violations that could not, singly or in the aggregate, be
reasonably expected to have a Material Adverse Effect; and, to
the knowledge of such counsel, except for such consents,
approvals or authorizations of, or filings, registrations or
qgqualifications with, governmental authorities as may be required
under the Securities Act and the rules and regulations
thereunder, the Trust Indenture Act and the rules and regulations
thereunder or applicable states securities or Blue Sky laws,
rules or regulations in connection with the purchase and
distribution of the Notes by Lehman Brothers, no consent,
approval, authorization or order of, or filing or registration
with, any such court or governmental agency or body is required
in connection with the execution and delivery by the Company of
this Agreement or the Indenture or the consummation by the
Company of the other transactions contemplated hereby and thereby
and by the Prospectus and the issuance and sale of the Notes by
the Company; and

(xv) The Registration Statement and the Prospectus and any
further amendments or supplements thereto made by the Company
prior to the Delivery Date (other than the financial statements
and related schedules therein, as to which such counsel need
express no opinion) comply as to form in all material respects
with the requirements of the Securities Act and the Rules and
Regulations.
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In rendering such opinion, such counsel may (i) state that its
opinion is limited to matters governed by the Federal laws of the
United States of America, the laws of the State of Tennessee and the
General Corporation Law of the State of Delaware and that such counsel
is not admitted in the State of Delaware; (ii) rely (to the extent
such counsel deems proper and specifies in its opinion), as to matters
involving the application of the laws of other jurisdictions upon the
opinion of other counsel of good standing, provided that such counsel
is satisfactory to counsel for Lehman Brothers and furnishes a copy of
its opinion to Lehman Brothers.

Such counsel shall also have furnished to Lehman Brothers a
written statement, addressed to Lehman Brothers and dated the Delivery
Date, in form and substance satisfactory to Lehman Brothers, to the
following effect: Such counsel has not independently verified the
accuracy, completeness or fairness of the statements made or included
in the Registration Statement or the Prospectus and does not take
responsibility therefor, except as and to the extent set forth in
paragraphs (xi) and (xii) above. In the course of the preparation by
the Company of the Registration Statement and the Prospectus, such
counsel participated in conferences with certain officers and
employees of the Company and with representatives of Arthur Andersen
LLP, the Company's independent auditors. Based upon such counsel's
examination of the Registration Statement and the Prospectus, suhc
counsel's investigations made in connection with the preparation of
the Registration Statement and the Prospectus and such counsel's
participation in the conferences referred to above, (i) such counsel
is of the opinion that the Registration Statement, as of its effective
date, and the Prospectus, as of June 4, 1999, complied as to form in
all material respects with the requirements of the Securities Act and
the applicable rules and regulations of the Commission thereunder,
except that in each case such counsel need not express an opinion with
respect to the financial statements or other financial data contained
or incorporated by reference in the Registration Statement or the
Prospectus, and (ii) such counsel has no reason to believe that the
Registration Statement, as of its effective date, contained any untrue
statement of a material fact or omitted to state any material fact
required to be stated therein or necessary in order to make the
statements therein not misleading or that the Prospectus contains any
untrue statement of a material fact or omits to state any material
fact necessary in order to make the statements therein, in the light
of the circumstances under which they were made, not misleading,
except that in each case such counsel need not express an opinion with
respect to the financial statements or other financial data contained
or incorporated by reference in the Registration Statement or the
Prospectus.

In addition, Stokes & Bartholomew, P.A. shall have furnished to
Lehman Brothers its written opinion, as special tax counsel to the
Company, addressed to Lehman Brothers and dated the Delivery Date, in
form and substance reasonably satisfactory to Lehman Brothers.
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(f) Simpson Thacher & Bartlett, special New York counsel for the
Company, shall have furnished to Lehman Brothers its written opinion
addressed to Lehman Brothers and dated the Delivery Date, in form and
substance reasonably satisfactory to Lehman Brothers, to the effect
that:

(i) The Indenture was duly qualified under the Trust
Indenture Act and, assuming the Indenture has been duly
authorized, executed and delivered by the Company and, assuming
that the Indenture is a valid and binding agreement of the
Trustee, the Indenture constitutes a valid and legally binding
instrument of the Company enforceable against the Company in
accordance with its terms;

(ii) Assuming the Notes have been duly authorized, executed
and issued by the Company and, assuming due authentication
thereof by the Trustee and upon payment and delivery in
accordance with the terms of this Agreement, the Notes will
constitute valid and legally binding obligations of the Company
enforceable in accordance with their terms and entitled to the
benefits of the Indenture;

(iii) No consent, approval, authorization, order,
registration or qualification of or with any Federal or New York
governmental agency or body or, to our knowledge, any Federal or
New York court is required for the issue and sale of the Notes by
the Company and the compliance by the Company with all of the
provisions of this Agreement, except for the registration under
the Securities Act and the Exchange Act of the Notes and such
consents, approvals, authorizations, registrations or
gqualifications as may be required under state securities or Blue
Sky laws in connection with the purchase and distribution of the
Notes by Lehman Brothers;

(iv) The statements made in the Prospectus under the caption
"Description of Notes," insofar as they purport to constitute
summaries of the documents referred to therein, constitute
accurate summaries of the terms of such documents in all material
respects;

(v) The Registration Statement has become effective under
the Securities Act and the Prospectus was filed pursuant to Rule
424(b) of the Rules and Regulations and, to our knowledge, no
stop order suspending the effectiveness of the Registration
Statement has been issued or proceeding for that purpose has been
instituted or threatened by the Commission; and

(vi) The Company is not an "investment company" within the

meaning of and subject to regulation under the Investment Company
Act of 1940, as amended.
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In rendering such opinion, such counsel may state that its
opinion is limited to matters governed by the Federal laws of the
United States of America and the laws of the State of New York.

(g) Lehman Brothers shall have received from Latham & Watkins,
counsel for Lehman Brothers, such opinion or opinions, dated the
Delivery Date, with respect to the issuance and sale of the Notes, the
Registration Statement, the Prospectus and other related matters as
Lehman Brothers may reasonably require, and the Company shall have
furnished to such counsel such documents as they reasonably request
for the purpose of enabling them to pass upon such matters.

(h) At the time of execution of this Agreement, Lehman Brothers
shall have received from Arthur Andersen LLP a letter, in form and
substance satisfactory to Lehman Brothers, addressed to Lehman
Brothers and dated the date hereof (i) confirming that they are
independent public accountants within the meaning of the Securities
Act and are in compliance with the applicable requirements relating to
the qualification of accountants under Rule 2-01 of Regulation S-X of
the Commission and (ii) stating, as of the date hereof (or, with
respect to matters involving changes or developments since the
respective dates as of which specified financial information is given
in the Prospectus, as of a date not more than five days prior to the
date hereof), the conclusions and findings of such firm with respect
to the financial information and other matters ordinarily covered by
accountants' "comfort letters" to underwriters in connection with
registered public offerings.

(1) with respect to the letter of Arthur Andersen LLP referred to
in the preceding paragraph and delivered to Lehman Brothers
concurrently with the execution of this Agreement (the "initial
letter"), the Company shall have furnished to Lehman Brothers a letter
(the "bring-down letter") of such accountants, in form and substance
satisfactory to Lehman Brothers, addressed to Lehman Brothers and
dated the Delivery Date (i) confirming that they are independent
public accountants within the meaning of the Securities Act and are in
compliance with the applicable requirements relating to the
qualification of accountants under Rule 2-01 of Regulation S-X of the
Commission, (ii) stating, as of the date of the bring-down letter (or,
with respect to matters involving changes or developments since the
respective dates as of which specified financial information is given
in the Prospectus, as of a date not more than five days prior to the
date of the bring-down letter), the conclusions and findings of such
firm with respect to the financial information and other matters
covered by the initial letter and (iii) confirming in all material
respects the conclusions and findings set forth in the initial letter.

(j) The Company shall have furnished to Lehman Brothers a
certificate, dated the Delivery Date, of its Chairman of the Board,
its President or a Vice President and its chief financial officer
stating that:
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(i) The representations, warranties and agreements of the
Company in Section 1 are true and correct as of the Delivery
Date; the Company has complied with all its agreements contained
herein; and the conditions set forth in Sections 7(a), 7(k), 7(1)
and 7(m) have been fulfilled; and

(ii) They have carefully examined the Registration Statement
and the Prospectus and, in their opinion (A) as of the Effective
Date, the Registration Statement and Prospectus did not include
any untrue statement of a material fact and did not omit to state
a material fact required to be stated therein or necessary to
make the statements therein not misleading, and (B) since the
Effective Date no event has occurred which should have been set
forth in a supplement or amendment to the Registration Statement
or the Prospectus.

(k) (i) Neither the Company nor any of its subsidiaries shall
have sustained since the date of the latest audited financial
statements included in the Prospectus any loss or interference with
its business from fire, explosion, flood or other calamity, whether or
not covered by insurance, or from any labor dispute or court or
governmental action, order or decree, otherwise than as set forth or
contemplated in the Prospectus or (ii) since such date there shall not
have been any change in the capital stock or long-term debt of the
Company or any of its subsidiaries or any change, or any development
involving a prospective change, in or affecting the general affairs,
management, financial position, stockholders' equity or results of
operations of the Company and its subsidiaries, otherwise than as set
forth or contemplated in the Prospectus, the effect of which, in any
such case described in clause (i) or (ii), is, in the judgment of
Lehman Brothers, so material and adverse as to make it impracticable
or inadvisable to proceed with the public offering or the delivery of
the Notes being delivered on the Delivery Date on the terms and in the
manner contemplated in the Prospectus.

(1) Subsequent to the execution and delivery of this Agreement
(i) no downgrading shall have occurred in the rating accorded the
Company's debt securities by any "nationally recognized statistical
rating organization," as that term is defined by the Commission for
purposes of Rule 436(g)(2) of the Rules and Regulations and (ii) no
such organization shall have publicly announced that it has under
surveillance or review, with possible negative implications, its
rating of any of the Company's debt securities.

(m) Subsequent to the execution and delivery of this Agreement
there shall not have occurred any of the following: (i) trading in
securities generally on the New York Stock Exchange or the American
Stock Exchange or in the over-the-counter market, or trading in any
securities of the Company on any exchange or in the over-the-counter
market, shall have been suspended or minimum prices
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shall have been established on any such exchange or such market by the
Commission, by such exchange or by any other regulatory body or
governmental authority having jurisdiction, (ii) a banking moratorium
shall have been declared by Federal or state authorities, (iii) the
United States shall have become engaged in hostilities, there shall
have been an escalation in hostilities involving the United States or
there shall have been a declaration of a national emergency or war by
the United States or (iv) there shall have occurred such a material
adverse change in general economic, political or financial conditions
(or the effect of international conditions on the financial markets in
the United States shall be such) as to make it, in the judgment of
Lehman Brothers, impracticable or inadvisable to proceed with the
public offering or delivery of the Notes being delivered on the
Delivery Date on the terms and in the manner contemplated in the
Prospectus.

All opinions, letters, evidence and certificates mentioned above or
elsewhere in this Agreement shall be deemed to be in compliance with the
provisions hereof only if they are in form and substance reasonably satisfactory
to counsel for Lehman Brothers.

8. Indemnification and Contribution.

(a) The Company shall indemnify and hold harmless Lehman
Brothers, its officers and employees and each person, if any, who
controls Lehman Brothers within the meaning of the Securities Act,
from and against any loss, claim, damage or liability, joint or
several, or any action in respect thereof (including, but not limited
to, any loss, claim, damage, liability or action relating to purchases
and sales of Notes), to which Lehman Brothers, that officer, employee
or controlling person may become subject, under the Securities Act or
otherwise, insofar as such loss, claim, damage, liability or action
arises out of, or is based upon, (i) any untrue statement or alleged
untrue statement of a material fact contained (A) in any Preliminary
Prospectus, the Registration Statement or the Prospectus or in any
amendment or supplement thereto, or (B) in any blue sky application or
other document prepared or executed by the Company (or based upon any
written information furnished by the Company) specifically for the
purpose of qualifying any or all of the Notes under the securities
laws of any state or other jurisdiction (any such application,
document or information being hereinafter called a "Blue Sky
Application"), (ii) the omission or alleged omission to state in any
Preliminary Prospectus, the Registration Statement or the Prospectus,
or in any amendment or supplement thereto, or in any Blue Sky
Application any material fact required to be stated therein or
necessary to make the statements therein not misleading or (iii) any
act or failure to act or any alleged act or failure to act by Lehman
Brothers in connection with, or relating in any manner to, the Notes
or the offering contemplated hereby, and which is included as part of
or referred to in any loss, claim, damage, liability or action arising
out of or based upon matters covered by clause (i) or (ii) above
(provided that the Company shall not be liable in the case of any
matter covered by this clause (iii) to the extent that it is
determined in a final judgment by a court of
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competent jurisdiction that such loss, claim, damage, liability or
action resulted directly from any such acts or failures to act
undertaken or omitted to be taken by Lehman Brothers through its gross
negligence or willful misconduct), and shall reimburse Lehman Brothers
and each such officer, employee or controlling person promptly upon
demand for any legal or other expenses reasonably incurred by Lehman
Brothers, that officer, employee or controlling person in connection
with investigating or defending or preparing to defend against any
such loss, claim, damage, liability or action as such expenses are
incurred; provided, however, that the Company shall not be liable in
any such case to the extent that any such loss, claim, damage,
liability or action arises out of, or is based upon, any untrue
statement or alleged untrue statement or omission or alleged omission
made in any Preliminary Prospectus, the Registration Statement or the
Prospectus, or in any such amendment or supplement, or in any Blue Sky
Application, in reliance upon and in conformity with written
information concerning Lehman Brothers furnished to the Company by or
on behalf of Lehman Brothers specifically for inclusion therein and
described in Paragraph 8(e); and provided further that as to any
Preliminary Prospectus this indemnity agreement shall not inure to the
benefit of Lehman Brothers, its officers or employees or any person
controlling Lehman Brothers on account of any loss, claim, damage,
liability or action arising from the sale of Notes to any person by
Lehman Brothers if Lehman Brothers failed to send or give a copy of
the Prospectus, as the same may be amended or supplemented, to that
person within the time required by the Securities Act, and the untrue
statement or alleged untrue statement of any material fact or omission
or alleged omission to state a material fact in such Preliminary
Prospectus was corrected in the Prospectus, unless such failure
resulted from non-compliance by the Company with Section 5(c). For
purposes of the last proviso to the immediately preceding sentence,
the term "Prospectus" shall not be deemed to include the documents
incorporated therein by reference, and Lehman Brothers shall not be
obligated to send or give any supplement or amendment to any document
incorporated by reference in any Preliminary Prospectus or the
Prospectus to any person other than a person to whom Lehman Brothers
had delivered such incorporated document or documents in response to a
written request therefor. The foregoing indemnity agreement is in
addition to any liability which the Company may otherwise have to
Lehman Brothers or to any officer, employee or controlling person of
Lehman Brothers.

(b) Lehman Brothers shall indemnify and hold harmless the
Company, its officers and employees, each of its directors, and each
person, if any, who controls the Company within the meaning of the
Securities Act, from and against any loss, claim, damage or liability,
joint or several, or any action in respect thereof, to which the
Company or any such director, officer or controlling person may become
subject, under the Securities Act or otherwise, insofar as such loss,
claim, damage, liability or action arises out of, or is based upon,
(1) any untrue statement or alleged untrue statement of a material
fact contained (A) in any Preliminary Prospectus, the Registration
Statement or the Prospectus or in any
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amendment or supplement thereto, or (B) in any Blue Sky Application or
(ii) the omission or alleged omission to state in any Preliminary
Prospectus, the Registration Statement or the Prospectus, or in any
amendment or supplement thereto, or in any Blue Sky Application any
material fact required to be stated therein or necessary to make the
statements therein not misleading, but in each case only to the extent
that the untrue statement or alleged untrue statement or omission or
alleged omission was made in reliance upon and in conformity with
written information concerning Lehman Brothers furnished to the
Company by or on behalf of Lehman Brothers specifically for inclusion
therein, and shall reimburse the Company and any such director,
officer or controlling person for any legal or other expenses
reasonably incurred by the Company or any such director, officer or
controlling person in connection with investigating or defending or
preparing to defend against any such loss, claim, damage, liability or
action as such expenses are incurred. The foregoing indemnity
agreement is in addition to any liability which Lehman Brothers may
otherwise have to the Company or any such director, officer, employee
or controlling person.

(c) Promptly after receipt by an indemnified party under this
Section 8 of notice of any claim or the commencement of any action,
the indemnified party shall, if a claim in respect thereof is to be
made against the indemnifying party under this Section 8, notify the
indemnifying party in writing of the claim or the commencement of that
action; provided, however, that the failure to notify the indemnifying
party shall not relieve it from any liability which it may have under
this Section 8 except to the extent it has been materially prejudiced
by such failure and, provided further, that the failure to notify the
indemnifying party shall not relieve it from any liability which it
may have to an indemnified party otherwise than under this Section 8.
If any such claim or action shall be brought against an indemnified
party, and it shall notify the indemnifying party thereof, the
indemnifying party shall be entitled to participate therein and, to
the extent that it wishes, jointly with any other similarly notified
indemnifying party, to assume the defense thereof with counsel
reasonably satisfactory to the indemnified party. After notice from
the indemnifying party to the indemnified party of its election to
assume the defense of such claim or action, the indemnifying party
shall not be liable to the indemnified party under this Section 8 for
any legal or other expenses subsequently incurred by the indemnified
party in connection with the defense thereof other than reasonable
costs of investigation; provided however, that any indemnified party
shall have the right to employ separate counsel in any such action and
to participate in the defense thereof but the fees and expenses of
such counsel shall be at the expense of such indemnified party unless
(i) the employment thereof has been specifically authorized by the
indemnifying party in writing, (ii) such indemnified party shall have
been advised by such counsel that there may be one or more legal
defenses available to it which are different from or additional to
those available to the indemnifying party and in the reasonable
judgment of such counsel it is advisable for such indemnified party to
employ separate counsel or (iii) the indemnifying party has failed to
assume the defense of
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such action and employ counsel reasonably satisfactory to the
indemnified party, in which case, if such indemnified party notifies
the indemnifying party in writing that it elects to employ separate
counsel at the expense of the indemnifying party, the indemnifying
party shall not have the right to assume the defense of such action on
behalf of such indemnified party, it being understood, however, that
the indemnifying party shall not, in connection with any one such
action or separate but substantially similar or related actions in the
same jurisdiction arising out of the same general allegations or
circumstances, be liable for the reasonable fees and expenses of more
than one separate firm of attorneys at any time for all such
indemnified parties, which firm shall be designated in writing by
Lehman Brothers, if the indemnified parties under this Section 8
consist of Lehman Brothers or any of their respective officers,
employees or controlling persons, or by the Company, if the
indemnified parties under this Section consist of the Company or any
of the Company's directors, officers, employees or controlling
persons. No indemnifying party shall (i) without the prior written
consent of the indemnified parties (which consent shall not be
unreasonably withheld), settle or compromise or consent to the entry
of any judgment with respect to any pending or threatened claim,
action, suit or proceeding in respect of which indemnification or
contribution may be sought hereunder (whether or not the indemnified
parties are actual or potential parties to such claim or action)
unless such settlement, compromise or consent includes an
unconditional release of each indemnified party from all liability
arising out of such claim, action, suit or proceeding, or (ii) be
liable for any settlement of any such action effected without its
written consent (which consent shall not be unreasonably withheld),
but if settled with the consent of the indemnifying party or if there
be a final judgment of the plaintiff in any such action, the
indemnifying party agrees to indemnify and hold harmless any
indemnified party from and against any loss or liability by reason of
such settlement or judgment.

(d) If the indemnification provided for in this Section 8 shall
for any reason be unavailable to or insufficient to hold harmless an
indemnified party under Section 8(a) or 8(b) in respect of any loss,
claim, damage or liability, or any action in respect thereof, referred
to therein, then each indemnifying party shall, in lieu of
indemnifying such indemnified party, contribute to the amount paid or
payable by such indemnified party as a result of such loss, claim,
damage or liability, or action in respect thereof, (i) in such
proportion as shall be appropriate to reflect the relative benefits
received by the Company on the one hand and Lehman Brothers on the
other from the offering of the Notes or (ii) if the allocation
provided by clause (i) above is not permitted by applicable law, in
such proportion as is appropriate to reflect not only the relative
benefits referred to in clause (i) above but also the relative fault
of the Company, on the one hand and Lehman Brothers on the other with
respect to the statements or omissions which resulted in such loss,
claim, damage or liability, or action in respect thereof, as well as
any other relevant equitable considerations. The relative benefits
received by the Company, on the one hand and Lehman Brothers on the
other with respect
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to such offering shall be deemed to be in the same proportion as the
total net proceeds from the offering of the Notes purchased under this
Agreement (before deducting expenses) received by the Company, on the
one hand, and the total underwriting discounts and commissions
received by Lehman Brothers with respect to the Notes purchased under
this Agreement, on the other hand, bear to the total gross proceeds
from the offering of the Notes under this Agreement, in each case as
set forth in the table on the cover page of the Prospectus. The
relative fault shall be determined by reference to whether the untrue
or alleged untrue statement of a material fact or omission or alleged
omission to state a material fact relates to information supplied by
the Company or Lehman Brothers, the intent of the parties and their
relative knowledge, access to information and opportunity to correct
or prevent such statement or omission. The Company and Lehman Brothers
agree that it would not be just and equitable if contributions
pursuant to this Section were to be determined by pro rata allocation
(even if Lehman Brothers were treated as one entity for such purpose)
or by any other method of allocation which does not take into account
the equitable considerations referred to herein. The amount paid or
payable by an indemnified party as a result of the loss, claim, damage
or liability, or action in respect thereof, referred to above in this
Section shall be deemed to include, for purposes of this Section 8(d),
any legal or other expenses reasonably incurred by such indemnified
party in connection with investigating or defending any such action or
claim. Notwithstanding the provisions of this Section 8(d), Lehman
Brothers shall not be required to contribute any amount in excess of
the amount by which the total price at which the Notes underwritten by
it and distributed to the public was offered to the public exceeds the
amount of any damages which Lehman Brothers has otherwise paid or
become liable to pay by reason of any untrue or alleged untrue
statement or omission or alleged omission. No person guilty of
fraudulent misrepresentation (within the meaning of Section 11(f) of
the Securities Act) shall be entitled to contribution from any person
who was not guilty of such fraudulent misrepresentation.

(e) Lehman Brothers confirms and the Company acknowledges that
the statements with respect to the public offering of the Notes by
Lehman Brothers set forth as the fifth paragraph, the first sentence
of the eighth paragraph, and the ninth paragraph under the caption
"Underwriting" in the Prospectus are correct and constitute the only
information concerning Lehman Brothers furnished in writing to the
Company by or on behalf of Lehman Brothers specifically for inclusion
in the Registration Statement and the Prospectus.

9. Termination. The obligations of Lehman Brothers hereunder may be

terminated by Lehman Brothers by notice given to and received by the Company
prior to delivery of and payment for the Notes if, prior to that time, any of
the events described in Sections 7(k), 7(1) or 7(m), shall have occurred or if
Lehman Brothers shall decline to purchase the Notes for any reason permitted
under this Agreement.
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10. Reimbursement of Lehman Brothers' Expenses. If (a) the Company
shall fail to tender the Notes for delivery to Lehman Brothers by reason of any
failure, refusal or inability on the part of the Company to perform any
agreement on its part to be performed, or because any other condition of the
obligations hereunder required to be fulfilled by the Company is not fulfilled,
the Company will reimburse Lehman Brothers for all reasonable out-of-pocket
expenses (including fees and disbursements of counsel) incurred by Lehman
Brothers in connection with this Agreement and the proposed purchase of the
Notes, and upon demand the Company shall pay the full amount thereof to Lehman
Brothers. If this Agreement is terminated pursuant to Section 9 by reason of the
default of Lehman Brothers, the Company shall not be obligated to reimburse
Lehman Brothers on account of those expenses.

11. Notices, etc. All statements, requests, notices and agreements
hereunder shall be in writing, and:

(a) if to Lehman Brothers, shall be delivered or sent by mail,
telex or facsimile transmission to Lehman Brothers Inc., Three World
Financial Center, New York, New York 10285, Attention: Syndicate
Department (Fax: 212-526-6588), with a copy, in the case of any notice
pursuant to Section 8(c), to the Director of Litigation, Office of the
General Counsel, Lehman Brothers Inc., 3 World Financial Center, 10th
Floor, New York, NY 10285;

(b) if to the Company, shall be delivered or sent by mail, telex
or facsimile transmission to the address of the Company set forth in
the Registration Statement or Prospectus, Attention: Michael W. Devlin
(Fax: 615-263-0212), with a copy to Elizabeth E. Moore, Esq., Stokes &
Bartholomew, P.A., 424 Church Street, Suite 2800, Nashville, Tennessee
37219;

provided however, that any notice to Lehman Brothers pursuant to
Section 8(c) shall be delivered or sent by mail, telex or facsimile transmission
to Lehman Brothers at its address set forth in its acceptance telex to Lehman
Brothers, which address will be supplied to any other party hereto by Lehman
Brothers upon request. Any such statements, requests, notices or agreements
shall take effect at the time of receipt thereof. The Company shall be entitled
to act and rely upon any request, consent, notice or agreement given or made by
Lehman Brothers Inc.

12. Persons Entitled to Benefit of Agreement. This Agreement shall
inure to the benefit of and be binding upon Lehman Brothers, the Company and
their respective successors. This Agreement and the terms and provisions hereof
are for the sole benefit of only those persons, except that (A) the
representations, warranties, indemnities and agreements of the Company contained
in this Agreement shall also be deemed to be for the benefit of the person or
persons, if any, who control Lehman Brothers within the meaning of Section 15 of
the Securities Act and (B) the indemnity agreement of Lehman Brothers contained
in Section 8(c) of this Agreement shall be deemed to be for the benefit of
directors of the Company, officers of the Company who have signed the
Registration Statement and any person controlling the Company within the meaning
of Section 15 of the Securities Act. Nothing in this Agreement is intended or
shall be construed to give any person, other than the persons referred to in
this Section 12, any
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legal or equitable right, remedy or claim under or in respect of this Agreement
or any provision contained herein.

13. Survival. The respective indemnities, representations, warranties
and agreements of the Company and Lehman Brothers contained in this Agreement or
made by or on behalf on them, respectively, pursuant to this Agreement, shall
survive the delivery of and payment for the Notes and shall remain in full force
and effect, regardless of any investigation made by or on behalf of any of them
or any person controlling any of them.

14. Definition of the Terms "Business Day" and "Subsidiary." For
purposes of this Agreement, (a) "business day" means any day on which the New
York Stock Exchange, Inc. is open for trading and (b) "subsidiary" has the
meaning set forth in Rule 405 of the Rules and Regulations.

15. Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED
IN ACCORDANCE WITH THE LAWS OF NEW YORK.

16. Counterparts. This Agreement may be executed in one or more
counterparts and, if executed in more than one counterpart, the executed
counterparts shall each be deemed to be an original but all such counterparts
shall together constitute one and the same instrument.

17. Headings. The headings herein are inserted for convenience of
reference only and are not intended to be part of, or to affect the meaning or
interpretation of, this Agreement.

[Signature page follows]
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If the foregoing correctly sets forth the agreement among the Company and Lehman
Brothers, please indicate your acceptance in the space provided for that purpose
below.

Very Truly Yours,

PRISON REALTY TRUST, INC.

By /s/ Michael W. Devlin

Name: Michael W. Devlin

Title: Chief Operating Officer
Accepted:
LEHMAN BROTHERS INC.
By /s/ Edward B. McGeough

Authorized Representative
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PRISON REALTY TRUST, INC.

To

STATE STREET BANK AND TRUST COMPANY

Trustee

Indenture

Dated as of June 10, 1999
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INDENTURE dated as of June 10, 1999, between PRISON REALTY TRUST,
INC., a Maryland corporation (hereinafter called the "Company"), having its
principal executive office at 10 Burton Hills Boulevard, Suite 100, Nashville,
Tennessee, 37215, and STATE STREET BANK AND TRUST COMPANY (hereinafter called
the "Trustee"), having its Corporate Trust Office at 225 Franklin Street,
Boston, Massachusetts, 02110.

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this
Indenture to provide for the issuance from time to time of its debentures,
notes, bonds or other evidences of indebtedness (herein generally called the
"Debt Securities"), to be issued in one or more series, as in this Indenture
provided.

All things necessary have been done to make this Indenture a valid
agreement of the Company, in accordance with its terms.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of Debt
Securities by the Holders thereof, it is mutually covenanted and agreed, for the
equal and proportionate benefit of all Holders of Debt Securities or of Debt
Securities of any series, as follows:

ARTICLE I

DEFINITIONS AND OTHER PROVISIONS
OF GENERAL APPLICATION

Section 1.01. Definitions.

For all purposes of this Indenture, except as otherwise expressly
provided or unless the context otherwise requires:

(1) the terms defined in this Article have the meanings assigned to
them in this Article, and include the plural as well as the singular;

(2) all other terms used herein which are defined in the Trust
Indenture Act, either directly or by reference therein, have the meanings
assigned to them therein;

(3) all accounting terms not otherwise defined herein have the
meanings assigned to them in accordance with generally accepted accounting
principles or as provided with respect to any series of Debt Securities,
and, except as otherwise herein provided or as provided with respect to
any series of Debt Securities, the term "generally accepted accounting
principles" or "GAAP" with respect to any computation required or
permitted hereunder with respect to any series of Debt Securities, shall
mean such as set forth in the opinions and pronouncements of the
Accounting Principles Board of the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting
Standards Board or in such other statements by such other entity as have
been approved by a significant segment of the accounting profession which
are in effect as of the issuance date of such series of Debt Securities;
and



(4) the words "herein," "hereof" and "hereunder" and other words of
similar import refer to this Indenture as a whole and not to any
particular Article, Section or other subdivision.

Certain terms, used principally in Article Three or Article Six, are defined in
those respective Articles.

"Act" when used with respect to any Holder, has the meaning
specified in Section 8.01.

"Affiliate" of any specified Person means any other Person directly
or indirectly controlling or controlled by or under direct or indirect
common control with such specified Person. For the purposes of this
definition, "control" as used with respect to any Person shall mean the
possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of such Person, whether through
the ownership of voting securities, by agreement or otherwise, provided
that beneficial ownership of 10% or more of the voting securities of a
Person shall be deemed to be control. For purposes of this definition, the
terms "controlling," "controlled by" and "under common control with" shall
have correlative meanings.

"Authenticating Agent" has the meaning specified in Section 6.14.

"Authorized Newspaper" means a newspaper in an official language of
the country of publication customarily published at least once a day, and
customarily published for at least five days in each calendar week, and of
general circulation in the place in connection with which the term is used
or in the financial community of such place. Where successive publications
are required to be made in Authorized Newspapers, the successive
publications may be made in the same or in different newspapers in the
same city meeting the foregoing requirements and in each case on any
Business Day in such city.

"Bearer Security" means any Debt Security (with or without
Coupons), in the form established pursuant to Section 2.01, which is
payable to bearer (including any Global Note payable to bearer) and title
to which passes by delivery only, but does not include any Coupons.

"Board of Directors" means either the board of directors of the
Company, or any committee of that board duly authorized to act hereunder
or any director or directors and/or officer or officers of the Company to
whom that board or committee shall have delegated its authority.

"Board Resolution" means a copy of a resolution certified by the
Secretary or an Assistant Secretary of the Company to have been duly
adopted by the Board of Directors and to be in full force and effect on
the date of such certification, and delivered to the Trustee.

"Business Day" when used with respect to any Place of Payment or
any other particular location referred to in this Indenture or in the Debt
Securities means any day which is not a Saturday, a Sunday or a legal
holiday or a day on which banking institutions or trust companies in that
Place of Payment or other location are authorized or obligated by law to
close, except as otherwise specified pursuant to Section 3.01.

2



10
"CEDEL" means Cedel S.A.

"Closing Price" of the Common Stock shall mean the last reported sale
price of such stock (regular way) as shown on the Composite Tape of the New York
Stock Exchange (or, if such stock is not listed or admitted to trading on the
New York Stock Exchange, on the principal national securities exchange on which
such stock is listed or admitted to trading), or, in case no such sale takes
place on such day, the average of the closing bid and asked prices on the New
York Stock Exchange (or, if such stock is not listed or admitted to trading on
the New York Stock Exchange, on the principal national securities exchange on
which such stock is listed or admitted to trading), or, if it is not listed or
admitted to trading on any national securities exchange, the average of the
closing bid and asked prices as reported by the National Association of
Securities Dealers Automated Quotation System (NASDAQ), or if such stock is not
so reported, the average of the closing bid and asked prices as furnished by any
member of the National Association of Securities Dealers, Inc., selected from
time to time by the Company for that purpose.

"Code" means the Internal Revenue Code of 1986, as amended.

"Commission" means the Securities and Exchange Commission, as from time to
time constituted, created under the Securities Exchange Act of 1934, as amended,
or if at any time after the execution of this instrument such Commission is not
existing and performing the duties now assigned to it under the Trust Indenture
Act, then the body performing such duties on such date.

"Common Stock" shall mean the class of Common Stock, par value $.01 per
share, of the Company authorized at the date of this Indenture as originally
signed, or any other class of stock resulting from successive changes or
reclassifications of such Common Stock, and in any such case including any
shares thereof authorized after the date of this Indenture, and any other shares
of stock of the Company which do not have any priority in the payment of
dividends or upon liquidation over any other class of stock.

"Company" means the Person named as the "Company" in the first paragraph
of this instrument until a successor Person shall have become such pursuant to
the applicable provisions of this Indenture, and thereafter "Company" shall mean
such successor Person.

"Company Request" and "Company Order" mean, respectively, a written
request or order signed in the name of the Company by the Chairman, a Vice
Chairman, the President, the Chief Financial Officer, the Chief Operating
Officer or a Vice President and by the Treasurer, an Assistant Treasurer, the
Controller, an Assistant Controller, the Secretary or an Assistant Secretary of
the Company, and delivered to the Trustee.

"Component Currency" has the meaning specified in Section 3.10(1).

"Conversion Agent" means any Person authorized by the Company to receive
Debt Securities to be converted into Common Stock on behalf of the Company. The
Company initially authorizes the Trustee to act as Conversion Agent for the Debt
Securities on its behalf. The Company may at any time from time to time
authorize one or more Persons to
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act as Conversion Agent in addition to or in place of the Trustee with respect
to any series of Debt Securities issued under this Indenture.

"Conversion Date" has the meaning specified in Section 3.10(e).

"Conversion Event" means the cessation of (i) a Foreign Currency to be
used both by the government of the country which issued such Currency and for
the settlement of transactions by public institutions of or within the
international banking community, (ii) the ECU to be used both within the
European Monetary System and for the settlement of transactions by public
institutions of or within the European Communities or (iii) any Currency unit
other than the ECU to be used for the purposes for which it was established.
Notwithstanding any term herein, or in any supplement hereto, to the contrary,
in no instance shall the Trustee be under any duty or obligation to determine or
monitor whether a Conversion Event has occurred. Upon receipt by the Trustee of
an Officers' Certificate of the Company certifying to the effect that a
Conversion Event has occurred, the Trustee shall be entitled to rely exclusively
thereon without independent investigation on its part.

"Conversion Price" means, with respect to any series of Debt Securities
which are convertible into Common Stock, the price per share of Common Stock at
which the Debt Securities of such series are so convertible pursuant to Section
3.01 with respect to such series, as the same may be adjusted from time to time
in accordance with Section 16.03.

"Corporate Trust Office" means the principal corporate trust office of the
Trustee at which at any particular time its corporate trust business shall be
administered, which office at the date of execution of this instrument is
located at 225 Franklin Street, Boston, Massachusetts, 02110, Attention:
Corporate Trust Department.

"Corporation" includes corporations, associations, companies and business
trusts.

"Coupon" means any interest coupon appertaining to any Debt Security.

"Coupon Security" means any Bearer Security authenticated and delivered
with one or more Coupons appertaining thereto.

"Currency" means Dollars or Foreign Currency.

"Currency Determination Agent" means the New York Clearing House bank, if
any, from time to time selected by the Company for purposes of Section 3.10;
provided that such agent shall accept such appointment in writing and the terms
of such appointment shall be acceptable to the Company and shall, in the opinion
of the Company and the Trustee at the time of such appointment, require such
agent to make the determinations required by this Indenture by a method
consistent with the method provided in this Indenture for the making of such
decision or determination.

"Current Market Price" on any date shall mean the average of the daily
Closing Prices per share of Common Stock for any thirty (30) consecutive Trading
Days selected by the Company prior to the date in question, which thirty (30)
consecutive Trading Day period shall not commence more than forty-five (45)
Trading Days prior to the day in question; provided

4
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that with respect to Section 16.03(3), the "Current Market Price" of the Common
Stock shall mean the average of the daily Closing Prices per share of Common
Stock for the five (5) consecutive Trading Days ending on the date of the
distribution referred to in Section 16.03(3) (or if such date shall not be a
Trading Day, on the Trading Day immediately preceding such date).

"Debt Securities" has the meaning stated in the first recital of this
Indenture and more particularly means any Debt Securities (including any Global
Notes) authenticated and delivered under this Indenture.

"Defaulted Interest" has the meaning specified in Section 3.07.
"Discharged" has the meaning specified in Section 15.02.

"Discount Security" means any Debt Security which is issued with "original
issue discount" within the meaning of Section 1273(a) of the Code (or any
successor provision) and the regulations thereunder.

"Dollar" or "$" means a dollar or other equivalent unit in such coin or
currency of the United States as at the time of payment is legal tender for the
payment of public and private debts.

"Dollar Equivalent of the Currency Unit" has the meaning specified in
Section 3.10(h).

"Dollar Equivalent of the Foreign Currency" has the meaning specified in
Section 3.10(g).

"ECU" means the European Currency Unit as defined and revised from time to
time by the Council of the European Communities.

"Election Date" has the meaning specified in Section 3.10(1).

"Euro-clear Operator" means Morgan Guaranty Trust Company of New York,
Brussels office, or its successor as operator of the Euro-clear System.

"European Communities" means the European Economic Community, the European
Coal and Steel Community and the European Atomic Energy Community.

"European Monetary System" means the European Monetary System established
by the Resolution of December 5, 1978 of the Council of the European
Communities.

"Event of Default" has the meaning specified in Section 5.01.

"Exchange Rate Officer's Certificate" means a telex or a certificate
setting forth (i) the applicable Market Exchange Rate and (ii) the Dollar,
Foreign Currency or Currency unit amounts of principal, premium, if any, and any
interest respectively (on an aggregate basis and on the basis of a Debt Security
having the lowest denomination principal amount

5
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determined in accordance with Section 3.02 in the relevant Currency or Currency
unit), payable on the basis of such Market Exchange Rate sent (in the case of a
telex) or signed (in the case of a certificate) by the Treasurer or any
Assistant Treasurer of the Company.

"Fixed Rate Security" means a Debt Security which provides for the payment
of interest at a fixed rate.

"Floating Rate Security" means a Debt Security which provides for the
payment of interest at a variable rate determined periodically by reference to
an interest rate index or any other index specified pursuant to Section 3.01.

"Foreign Currency" means a currency issued by the government of any
country other than the United States or a composite currency or currency unit
the value of which is determined by reference to the values of the currencies of
any group of countries.

"Global Note" means a Registered or Bearer Security evidencing all or part
of a series of Debt Securities, including, without limitation, any temporary or
permanent Global Note.

"Holder" means, with respect to a Registered Security, the Registered
Holder, and with respect to a Bearer Security or a Coupon, the bearer thereof.

"Indenture" means this instrument as originally executed, or as it may
from time to time be supplemented or amended by one or more indentures
supplemental hereto entered into pursuant to the applicable provisions hereof
and, unless the context otherwise requires, shall include the terms of a
particular series of Debt Securities as established pursuant to Section 3.01.

The term "interest," when used with respect to a Discount Security which
by its terms bears interest only on a certain date, means interest payable after
such date, and, when used with respect to a Bearer Security, includes any
additional amounts payable on such Bearer Security, if so provided pursuant to
Section 3.01.

"Interest Payment Date" with respect to any Debt Security means the Stated
Maturity of an installment of interest on such Debt Security.

"Market Exchange Rate" means (i) for any conversion involving a Currency
unit on the one hand and Dollars or any Foreign Currency on the other, the
exchange rate between the relevant Currency unit and Dollars or such Foreign
Currency calculated by the method specified pursuant to Section 3.01 for the
securities of the relevant series, (ii) for any conversion of Dollars into any
Foreign Currency, the noon (New York City time) buying rate for such Foreign
Currency for cable transfers quoted in New York City as certified for customs
purposes by the Federal Reserve Bank of New York and (iii) for any conversion of
one Foreign Currency into Dollars or another Foreign Currency, the spot rate at
noon local time in the relevant market at which, in accordance with normal
banking procedures, the Dollars or Foreign Currency into which conversion is
being made could be purchased with the Foreign Currency from which conversion is
being made from major banks located in either New York City, London or any other
principal market for Dollars or such purchased Foreign Currency. In the event of
the unavailability of any of the exchange rates provided for in the
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foregoing clauses (i), (ii) and (iii) the Currency Determination Agent, if any,
or if there shall not be a Currency Determination Agent, then the Trustee, shall
use, in its sole discretion and without liability on its part, such quotation of
the Federal Reserve Bank of New York as of the most recent available date, or
quotations from one or more major banks in New York City, London or other
principal market for such Currency or Currency unit in question, or such other
gquotations as the Currency Determination Agent or the Trustee, as the case may
be, shall deem appropriate. Unless otherwise specified by the Currency
Determination Agent, if any, or if there shall not be a Currency Determination
Agent, then by the Trustee, if there is more than one market for dealing in any
Currency or Currency unit by reason of foreign exchange regulations or
otherwise, the market to be used in respect of such Currency or Currency unit
shall be that upon which a nonresident issuer of securities designated in such
Currency or Currency unit would purchase such Currency or Currency unit in order
to make payments in respect of such securities.

"Maturity" when used with respect to any Debt Security means the date on
which the principal of such Debt Security or an installment of principal becomes
due and payable as therein or herein provided, whether at the Stated Maturity or
by declaration of acceleration, call for redemption, repayment or repurchase at
the option of the Holder thereof or otherwise.

"Officers' Certificate" means a certificate signed by the Chairman, a Vice
Chairman, the President, the Chief Financial Officer or a Vice President, and by
the Treasurer, an Assistant Treasurer, the Controller, an Assistant Controller,
the Secretary or an Assistant Secretary of the Company, and delivered to the
Trustee.

"Opinion of Counsel" means a written opinion of counsel, who may be
counsel to the Company (including an employee of the Company) and who shall be
satisfactory to the Trustee, which is delivered to the Trustee.

"Outstanding" when used with respect to Debt Securities, means, as of the
date of determination, all Debt Securities theretofore authenticated and
delivered under this Indenture, except:

(1) Debt Securities theretofore canceled by the Trustee or delivered to
the Trustee for cancellation;

(ii) Debt Securities for whose redemption money in the necessary amount
has been theretofore deposited with the Trustee or any Paying Agent (other than
the Company) in trust or set aside and segregated in trust by the Company (if
the Company shall act as its own Paying Agent) for the Holders of such Debt
Securities and any Coupons thereto pertaining; provided, however, that if such
Debt Securities are to be redeemed notice of such redemption has been duly given
pursuant to this Indenture or provision therefor satisfactory to the Trustee has
been made and the date for such redemption has passed; and

(iii) Debt Securities which have been paid pursuant to Section 3.06 or in
exchange for or in lieu of which other Debt Securities have been authenticated
and delivered pursuant to this Indenture, other than any such Debt Securities in
respect of which there shall have been presented to the Trustee proof
satisfactory to it that such Debt Securities are held by a bona fide purchaser
in whose hands such Debt Securities are valid obligations of the Company;
provided, however, that in determining whether
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the Holders of the requisite principal amount of Debt Securities Outstanding
have performed any Act hereunder, Debt Securities owned by the Company or any
other obligor upon the Debt Securities or any Affiliate of the Company or of
such other obligor shall be disregarded and deemed not to be Outstanding
(provided, that in connection with any offer by the Company or any obligor to
purchase Debt Securities, Debt Securities rendered by a Holder shall be
Outstanding until the date of purchase), except that, in determining whether the
Trustee shall be protected in relying upon any such Act, only Debt Securities
which the Trustee knows to be so owned shall be so disregarded. Debt Securities
so owned which have been pledged in good faith may be regarded as Outstanding if
the pledgee establishes to the satisfaction of the Trustee the pledgee's right
to act with respect to such Debt Securities and that the pledgee is not the
Company or any other obligor upon the Debt Securities or any Affiliate of the
Company or of such other obligor. In determining whether the Holders of the
requisite principal amount of Outstanding Debt Securities have performed any Act
hereunder, the principal amount of a Discount Security that shall be deemed to
be Outstanding for such purpose shall be the amount of the principal thereof
that would be due and payable as of the date of such determination upon a
declaration of acceleration of the Maturity thereof pursuant to Section 5.02 and
the principal amount of a Debt Security denominated in a Foreign Currency that
shall be deemed to be Outstanding for such purpose shall be the amount
calculated pursuant to Section 3.10(k).

"Overdue Rate" when used with respect to any series of the Debt
Securities, means the rate designated as such in or pursuant to the Board
Resolution or the supplemental indenture, as the case may be, relating to such
series as contemplated by Section 3.01.

"Paying Agent" means any Person authorized by the Company to pay the
principal of (and premium, if any) or interest on any Debt Securities on behalf
of the Company.

"permanent Global Note" shall have the meaning given such term in Section
3.04(b).

"Person" means any individual, corporation, partnership, joint venture,
association, joint-stock company, trust, estate, unincorporated organization or
government or any agency or political subdivision thereof or any other entity.

"Place of Payment" when used with respect to the Debt Securities of any
series means the place or places where the principal of (and premium, if any)
and interest on the Debt Securities of that series are payable as specified
pursuant to Section 3.01.

"Predecessor Security" of any particular Debt Security means every
previous Debt Security evidencing all or a portion of the same debt as that
evidenced by such particular Debt Security; and, for the purposes of this
definition, any Debt Security authenticated and delivered under Section 3.06 in
lieu of a mutilated, lost, destroyed or stolen Debt Security or a Debt Security
to which a mutilated, lost, destroyed or stolen Coupon appertains shall be
deemed to evidence the same debt as the mutilated, lost, destroyed or stolen
Debt Security or the Debt Security to which the mutilated, lost, destroyed or
stolen Coupon appertains, as the case may be.

"Redemption Date" means the date fixed for redemption of any Debt Security
pursuant to this Indenture which, in the case of a Floating Rate Security,
unless otherwise specified pursuant to Section 3.01, shall be an Interest
Payment Date only.
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"Redemption Price" means, in the case of a Discount Security, the amount
of the principal thereof that would be due and payable as of the Redemption Date
upon a declaration of acceleration of the Maturity thereof pursuant to Section
5.02, and in the case of any other Debt Security, the principal amount thereof,
plus, in each case, premium, if any, and accrued and unpaid interest, if any, to
the Redemption Date.

"Registered Holder" means the Person in whose name a Registered Security
is registered in the Security Register.

"Registered Security" means any Debt Security in the form established
pursuant to Section 2.01 which is registered as to principal and interest in the
Security Register.

"Regular Record Date" for the interest payable on the Registered
Securities of any series on any Interest Payment Date means the date specified
for the purpose pursuant to Section 3.01 for such Interest Payment Date.

"Responsible Officer" when used with respect to the Trustee means any vice
president, the secretary, any assistant secretary or any assistant vice
president or any other officer of the Trustee customarily performing functions
similar to those performed by any of the above designated officers and also
means, with respect to a particular corporate trust matter, any other officer to
whom such matter is referred because of his knowledge of and familiarity with
the particular subject.

"Security Register" and "Security Registrar" have the respective meanings
specified in Section 3.05(a).

"Senior Indebtedness" means the principal of (and premium, if any) and
unpaid interest on (i) Indebtedness of the Company, whether outstanding on the
date of this Indenture or thereafter created, incurred, assumed or guaranteed,
for money borrowed (other than the Indebtedness evidenced by the Debt Securities
of any series), unless in the instrument creating or evidencing the same or
pursuant to which the same is outstanding it is provided that such Indebtedness
is not senior or prior in right of payment to the Debt Securities, and (ii)
renewals, extensions, modifications and refundings of any such Indebtedness.

"Special Record Date" for the payment of any Defaulted Interest means a
date fixed by the Trustee pursuant to Section 3.07.

"Specified Amount" has the meaning specified in Section 3.10(1).

"Stated Maturity" when used with respect to any Debt Security or any
installment of principal thereof or premium thereon or interest thereon means
the date specified in such Debt Security or the Coupon, if any, representing
such installment of interest, as the date on which the principal of such Debt
Security or such installment of principal, premium or interest is due and
payable.

"Subsidiary" means, with respect to any specified Person, (i) any
corporation, association, or other business entity of which more than 50% of the
total voting power of shares of Capital Stock entitled (without regard to the
occurrence of any contingency) to vote
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in the election of directors, managers or trustees thereof is at the time owned
or controlled, directly or indirectly, by such Person or one or more of the
other Subsidiaries of that Person (or a combination thereof) and (ii) any
partnership (a) the sole general partner or the managing general partner of
which is such Person or a Subsidiary of such Person or (b) the only general
partners of which are such Person or one or more Subsidiaries of such Person (or
any combination thereof).

"temporary Global Note" shall have the meaning given such term in Section
3.04(b).

"Trading Day" shall mean, with respect to the Common Stock, so long as the
Common Stock is listed or admitted to trading on the New York Stock Exchange, a
day on which the New York Stock Exchange is open for the transaction of
business, or, if the Common Stock is not listed or admitted to trading on the
New York Stock Exchange, a day on which the principal national securities
exchange on which the Common Stock is listed is open for the transaction of
business, or, if the Common Stock is not so listed or admitted for trading on
any national securities exchange, a day on which NASDAQ is open for the
transaction of business.

"Trustee" means the Person named as the "Trustee" in the first paragraph
of this instrument until a successor Trustee shall have become such pursuant to
the applicable provisions of this Indenture, and thereafter "Trustee" shall mean
or include each Person who is then a Trustee hereunder, and if at any time there
is more than one such Person, "Trustee" as used with respect to the Debt
Securities of any series shall mean the Trustee with respect to Debt Securities
of such series.

"Trust Indenture Act" means the Trust Indenture Act of 1939 as amended and
as in force at the date as of which this instrument was executed, except as
provided in Section 11.05.

"United States" means the United States of America (including the States
and the District of Columbia), and its possessions, which include Puerto Rico,
the U.S. Virgin Islands, Guam, American Samoa, Wake Island and the Northern
Mariana Islands.

"U.S. Depositary" means a clearing agency registered under the Securities
Exchange Act of 1934, as amended, or any successor thereto, which shall in
either case be designated by the Company pursuant to Section 3.01 until a
successor U.S. Depositary shall have become such pursuant to the applicable
provisions of this Indenture, and thereafter "U.S. Depositary" shall mean or
include each Person who is then a U.S. Depositary hereunder, and if at any time
there is more than one such Person, "U.S. Depositary" as used with respect to
the Debt Securities of any series shall mean the U.S. Depositary with respect to
the Debt Securities of that series.

"U.S. Government Obligations" has the meaning specified in Section 15.02.

"U.S. Person" means a citizen or resident of the United States, a
corporation, partnership or other entity created or organized in or under the
laws of the United States, or an estate or trust the income of which is subject
to United States Federal income taxation regardless of its source.
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"Valuation Date" has the meaning specified in Section 3.10(d).

"Vice President" includes with respect to the Company and the
Trustee, any Vice President of the Company or the Trustee, as the case may
be, whether or not designated by a number or word or words added before or
after the title "vice President."

Section 1.02. Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to
take any action under any provision of this Indenture, the Company shall furnish
to the Trustee an Officers' Certificate stating that all conditions precedent,
if any, provided for in this Indenture relating to the proposed action have been
complied with and an Opinion of Counsel stating that in the opinion of such
counsel all such conditions precedent, if any, have been complied with, except
that in the case of any such application or request as to which the furnishing
of such documents is specifically required by any provision of this Indenture
relating to such particular application or request, no additional certificate or
opinion need be furnished.

Every certificate or opinion with respect to compliance with a
condition or covenant provided for in this Indenture (other than certificates
provided pursuant to Section 12.02) shall include:

(1) a statement that each individual signing such certificate or
opinion has read such covenant or condition and the definitions herein
relating thereto;

(2) a brief statement as to the nature and scope of the examination
or investigation upon which the statements or opinions contained in such
certificate or opinion are based;

(3) a statement that, in the opinion of each such individual, he
has made such examination or investigation as is necessary to enable him
to express an informed opinion as to whether or not such covenant or
condition has been complied with; and

(4) a statement as to whether, in the opinion of each such
individual, such condition or covenant has been complied with.

Section 1.03. Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified by,
or covered by an opinion of, any specified Person, it is not necessary that all
such matters be certified by, or covered by the opinion of, only one such
Person, or that they be so certified or covered by only one document, but one
such Person may certify or give an opinion with respect to some matters and one
or more other such Persons as to other matters, and any such Person may certify
or give an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be
based, insofar as it relates to legal matters, upon a certificate or opinion of,
or representations by, counsel, unless such officer knows, or in the exercise of
reasonable care should know, that the certificate or opinion or representations
with respect to the matters upon which his certificate or opinion is based are
erroneous. Any such certificate or Opinion of Counsel may be based, insofar as
it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company stating that the
information with respect to such factual matters is in the possession of the
Company, unless such counsel knows, or in the exercise of reasonable care should
know, that the certificate or opinion or representations with respect to such
matters are erroneous.
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Where any Person is required to make, give or execute two or more
applications, requests, consents, certificates, statements, opinions or other
instruments under this Indenture, they may, but need not, be consolidated and
form one instrument.

Section 1.04. Notices, etc., to Trustee and Company.

Any Act of Holders or other document provided or permitted by this
Indenture to be made upon, given or furnished to, or filed with,

(1) the Trustee by any Holder or by the Company shall be sufficient
for every purpose hereunder (unless otherwise herein expressly provided)
if made, given, furnished or filed in writing to or with the Trustee at
its Corporate Trust Office, Attention: Corporate Trust Department, or

(2) the Company by the Trustee or by any Holder shall be sufficient
for every purpose hereunder (unless otherwise herein expressly provided)
if in writing and mailed, first-class postage prepaid or airmail postage
prepaid if sent from outside the United States, to the Company addressed
to it at the address of its principal office specified in the first
paragraph of this instrument, to the attention of its Treasurer, or at any
other address previously furnished in writing to the Trustee by the
Company.

Any such Act or other document shall be in the English language,
except that any published notice may be in an official language of the country
of publication.

Section 1.05. Notice to Holders; Waiver.

When this Indenture provides for notice to Holders of any event,
(1) such notice shall be sufficiently given to Registered Holders (unless
otherwise herein expressly provided) if in writing and mailed, first-class
postage prepaid, to such Registered Holders as their names and addresses appear
in the Security Register, within the time prescribed, and (2) such notice shall
be sufficiently given to Holders of Bearer Securities or Coupons (unless
otherwise herein expressly provided) if published at least twice in an
Authorized Newspaper or Newspapers in The City of New York and, if Debt
Securities of such series are then listed on The Stock Exchange of the United
Kingdom and the Republic of Ireland or the Luxembourg Stock Exchange or any
other stock exchange located outside the United States and such stock exchange
shall so require, in a daily newspaper in London or Luxembourg or in such other
city or cities specified pursuant to Section 3.01 or in any Debt Security on
Business Days, the first such publication to be not earlier than the earliest
date and not later than two Business Days prior to the latest date prescribed
for the giving of such notice; provided, however, that, in any case, any notice
to Holders of Floating Rate Securities regarding the determination of a periodic
rate of interest, if such notice is required pursuant to Section 3.01, shall be
sufficiently given if given in the manner specified pursuant to Section 3.01.

In the event of suspension of regular mail service or by reason of
any other cause it shall be impracticable to give notice by mail, such
notification as shall be given with the approval of the Trustee shall constitute
sufficient notice for every purpose hereunder.

In the event of suspension of publication of any Authorized
Newspapers or by reason of any other cause it shall be impracticable to give
notice by publication, such notification as shall be given with the approval of
the Trustee shall constitute sufficient notice for every purpose hereunder.
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Where this Indenture provides for notice in any manner, such notice
may be waived in writing by the Person entitled to receive such notice, either
before or after the event, and such waiver shall be the equivalent of such
notice. Waivers of notice by Holders shall be filed with the Trustee, but such
filing shall not be a condition precedent to the validity of any action taken in
reliance on such waiver. In any case where notice to Holders is given by mail,
neither the failure to mail such notice nor any defect in any notice so mailed
to any particular Holder shall affect the sufficiency of such notice with
respect to other Holders, and any notice which is mailed in the manner herein
provided shall be conclusively presumed to have been duly given. In any case
where notice to Holders is given by publication, any defect in any notice so
published as to any particular Holder shall not affect the sufficiency of such
notice with respect to other Holders, and any notice which is published in the
manner herein provided shall be conclusively presumed to have been duly given.

Section 1.06. Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with the
duties imposed on any person by the provisions of Sections 310 to 317,
inclusive, of the Trust Indenture Act, such imposed duties shall control.

Section 1.07. Effect of Headings and Table of Contents.

The Article and Section headings herein and in the Table of
Contents are for convenience only and shall not affect the construction hereof.

Section 1.08. Successors and Assigns.

All covenants and agreements in this Indenture by the parties
hereto shall bind their respective successors and assigns and inure to the
benefit of their permitted successors and assigns, whether so expressed or not.

Section 1.09. Separability Clause.

In case any provision in this Indenture or in the Debt Securities
shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or
impaired thereby.

Section 1.10. Benefits of Indenture.

Nothing in this Indenture or in the Debt Securities, express or
implied, shall give to any Person, other than the parties hereto, any Security
Registrar, any Paying Agent and their successors hereunder, and the Holders, any
benefit or any legal or equitable right, remedy or claim under this Indenture.

Section 1.11. Governing Law.

This Indenture, the Debt Securities and the Coupons shall be
governed by and construed in accordance with the internal laws of the State of
New York.
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Section 1.12. Legal Holidays.

Unless otherwise specified pursuant to Section 3.01 or in any Debt
Security, in any case where any Interest Payment Date, Redemption Date or Stated
Maturity of any Debt Security of any series shall not be a Business Day at any
Place of Payment for the Debt Securities of that series, then (notwithstanding
any other provision of this Indenture or of the Debt Securities or Coupons)
payment of principal (and premium, if any) or interest need not be made at such
Place of Payment on such date, but may be made on the next succeeding Business
Day at such Place of Payment with the same force and effect as if made on the
Interest Payment Date, Redemption Date or at the Stated Maturity, and no
interest shall accrue on the amount so payable for the period from and after
such Interest Payment Date, Redemption Date or Stated Maturity, as the case may
be, to such Business Day if such payment is made or duly provided for on such
Business Day.

Section 1.13. No Security Interest Created.

Nothing in this Indenture or in the Debt Securities or Coupons,
express or implied, shall be construed to constitute a security interest under
the Uniform Commercial Code or similar legislation, as now or hereafter enacted
and in effect in any jurisdiction where property of the Company or its
Subsidiaries is or may be located.

Section 1.14. Liability Solely Corporate.

No recourse shall be had for the payment of the principal of (or
premium, if any) or the interest on any Debt Securities or Coupons, or any part
thereof, or of the indebtedness represented thereby, or upon any obligation,
covenant or agreement of this Indenture, against any incorporator, or against
any stockholder, officer or director, as such, past, present or future, of the
Company (or any incorporator, stockholder, officer or director of any
predecessor or successor corporation), either directly or through the Company
(or any such predecessor or successor corporation), whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment or
penalty or otherwise; it being expressly agreed and understood that this
Indenture and all the Debt Securities and Coupons are solely corporate
obligations, and that no personal liability whatsoever shall attach to, or be
incurred by, any such incorporator, stockholder, officer or director, past,
present or future, of the Company (or any incorporator, stockholder, officer or
director of any such predecessor or successor corporation), either directly or
indirectly through the Company or any such predecessor or successor corporation,
because of the indebtedness hereby authorized or under or by reason of any of
the obligations, covenants, promises or agreements contained in this Indenture
or in any of the Debt Securities or Coupons or to be implied herefrom or
therefrom; and that any such personal liability is hereby expressly waived and
released as a condition of, and as part of the consideration for, the execution
of this Indenture and the issue of Debt Securities; provided, however, that
nothing herein or in the Debt Securities or Coupons contained shall be taken to
prevent recourse to and the enforcement of the liability, if any, of any
stockholder or subscriber to capital stock upon or in respect of the shares of
capital stock not fully paid.
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ARTICLE II
DEBT SECURITY FORMS
Section 2.01. Forms Generally.

The Debt Securities and the Coupons, if any, of each series shall
be substantially in one of the forms (including global form) established in or
pursuant to a Board Resolution or one or more indentures supplemental hereto,
and shall have such appropriate insertions, omissions, substitutions and other
variations as are required or permitted by this Indenture, and may have such
letters, numbers or other marks of identification or designation and such
legends or endorsements placed thereon as the Company may deem appropriate and
as are not inconsistent with the provisions of this Indenture, or as may be
required to comply with any law or with any rule or regulation made pursuant
thereto or with any rule or regulation of any securities exchange on which any
series of the Debt Securities may be listed, or to conform to usage, all as
determined by the officers executing such Debt Securities and Coupons as
conclusively evidenced by their execution of such Debt Securities and Coupons.
If the form of a series of Debt Securities or Coupons (or any Global Note) is
established in or pursuant to a Board Resolution, a copy of such Board
Resolution shall be delivered to the Trustee, together with an Officers'
Certificate setting forth the form of such series, at or prior to the delivery
of the Company Order contemplated by Section 3.03 for the authentication and
delivery of such Debt Securities (or any such Global Note) or Coupons.

Unless otherwise specified as contemplated by Section 3.01, Debt
Securities in bearer form (other than in global form) shall have Coupons
attached.

The definitive Debt Securities and Coupons, if any, of each series
shall be printed, lithographed or engraved or produced by any combination of
these methods on steel engraved borders or may be produced in any other manner,
all as determined by the officers executing such Debt Securities and Coupons, as
conclusively evidenced by their execution of such Debt Securities and Coupons.

Section 2.02. Form of Trustee's Certificate of Authentication.

The form of the Trustee's certificate of authentication to be borne
by the Debt Securities shall be substantially as follows:

TRUSTEE'S CERTIFICATE OF AUTHENTICATION

This is one of the series of Debt Securities issued under the
within mentioned Indenture.

Authorized Signatory
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Section 2.03. Securities in Global Form.

If any Debt Security of a series is issuable in global form (a
"Global Note"), such Global Note may provide that it shall represent the
aggregate amount of Outstanding Debt Securities from time to time endorsed
thereon and may also provide that the aggregate amount of Outstanding Debt
Securities represented thereby may from time to time be reduced to reflect
exchanges. Any endorsement of a Global Note to reflect the amount, or any
increase or decrease in the amount, of Outstanding Debt Securities represented
thereby shall be made by the Trustee and in such manner as shall be specified in
such Global Note. Any instructions by the Company with respect to a Global Note,
after its initial issuance, shall be in writing but need not comply with Section
1.02.

Global Notes may be issued in either registered or bearer form and
in either temporary or permanent form. Permanent Global Notes will be issued in
definitive form.

ARTICLE III
THE DEBT SECURITIES
Section 3.01. Amount Unlimited; Issuable in Series.

The aggregate principal amount of Debt Securities which may be
authenticated and delivered under this Indenture is unlimited.

The Debt Securities may be issued in one or more series. There
shall be established in or pursuant to a Board Resolution and (subject to
Section 3.03) set forth in an Officers' Certificate, or established in one or
more indentures supplemental hereto, prior to the issuance of Debt Securities of
any series:

(1) the title of the Debt Securities of the series (which shall
distinguish the Debt Securities of such series from all other series of
Debt Securities);

(2) the aggregate principal amount of such series of Debt
Securities and any limit, on the aggregate principal amount of the Debt
Securities of the series which may be authenticated and delivered under
this Indenture (except for Debt Securities authenticated and delivered
upon transfer of, or in exchange for, or in lieu of, other Debt Securities
of such series pursuant to Sections 3.04, 3.05, 3.06, 11.06 or 13.07);

(3) the percentage of the principal amount at which the Debt
Securities of such series will be issued and, if other than the principal
amount thereof, the portion of the principal amount thereof payable upon
declaration of acceleration of the maturity or upon redemption thereof or
the method by which such portion shall be determined.

(4) the date or dates on which or periods during which the Debt
Securities of the series may be issued, and the date or dates or the
method by which such date or dates will be determined, on which the
principal of (and premium, if any, on) the Debt Securities of such series
are or may be payable (which, if so provided in such Board Resolution or
supplemental indenture, may be determined by the Company from time to time
as set forth in the Debt Securities of the series issued from time to
time);
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(5) the rate or rates (which may be variable or fixed) at which the
Debt Securities of the series shall bear interest, if any, or the method
by which such rate or rates shall be determined, the date or dates from
which such interest, if any, shall accrue or the method by which such date
or dates shall be determined (which, in either case or both, if so
provided in such Board Resolution or supplemental indenture, may be
determined by the Company from time to time and set forth in the Debt
Securities of the series issued from time to time); and the Interest
Payment Dates on which such interest shall be payable (or the method of
determination thereof), and the Regular Record Dates, if any, for the
interest payable on such Interest Payment Dates and the notice, if any, to
Holders regarding the determination of interest, the manner of giving such
notice, the basis upon which interest shall be calculated if other than
that of a 360-day year of twelve 30-day months and any conditions or
contingencies as to the payment of interest in cash or otherwise, if any;

(6) the place or places, if any, in addition to or instead of the
Corporate Trust Office of the Trustee (in the case of Registered
Securities) where the principal of (and premium, if any) and interest on
Debt Securities of the series shall be payable; the extent to which, or
the manner in which, any interest payable on any Global Note on an
Interest Payment Date will be paid, if other than in the manner provided
in Section 3.07; the extent, if any, to which the provisions of the last
sentence of Section 12.01 shall apply to the Debt Securities of the
series; and the manner in which any principal of, or premium, if any, on,
any Global Note will be paid, if other than as set forth elsewhere herein
and whether any Global Note will require any notation to evidence payment
of principal or interest;

(7) the obligation, if any, of the Company to redeem, repay,
purchase or offer to purchase Debt Securities of the series pursuant to
any mandatory redemption, sinking fund or analogous provisions or upon
other conditions or at the option of the Holder thereof and the period or
periods within which or the dates on which, the prices at which and the
terms and conditions upon which the Debt Securities of the series shall be
redeemed, repaid, purchased or offered to be purchased, in whole or in
part, pursuant to such obligation;

(8) the right, if any, of the Company to redeem the Debt Securities
of such series at its option and the period or periods within which, or
the date or dates on which, the price or prices at which, and the terms
and conditions upon which such Debt Securities may be redeemed, if any, in
whole or in part, at the option of the Company or otherwise;

(9) if the coin or Currency in which the Debt Securities shall be
issuable is in Dollars, the denominations of such Debt Securities if other
than denominations of $1,000 and any integral multiple thereof (except as
provided in Section 3.04);

(10) whether the Debt Securities of the series are to be issued as
Discount Securities and the amount of discount with which such Debt
Securities may be issued and, if other than the principal amount thereof,
the portion of the principal amount of Debt Securities of the series which
shall be payable upon declaration of acceleration of the Maturity thereof
pursuant to Section 5.02;

(11) provisions, if any, for the defeasance or discharge of certain
of the Company's obligations with respect to Debt Securities of the
series;

(12) whether Debt Securities of the series are to be issued as
Registered Securities or Bearer Securities or both, and, if Bearer
Securities are issued, whether Coupons will be attached thereto, whether
such Bearer Securities of the series may be exchanged for Registered
Securities of
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the series, as provided in Section 3.05(b) or otherwise and the circumstances
under which and the place or places at which any such exchanges, if permitted,
may be made;

(13) whether provisions for payment of additional amounts or tax
redemptions shall apply and, if such provisions shall apply, such provisions;
and, if Bearer Securities of the series are to be issued, whether a procedure
other than that set forth in Section 3.04(b) shall apply and, if so, such other
procedure, and if the procedure set forth in Section 3.04(b) shall apply, the
forms of certifications to be delivered under such procedure;

(14) if other than Dollars, the Foreign Currency or Currencies in which
Debt Securities of the series shall be denominated or in which payment of the
principal of (and premium, if any) and interest on the Debt Securities of the
series may be made, and the particular provisions applicable thereto and, if
applicable, the amount of Debt Securities of the series which entitles the
Holder of a Debt Security of the series or its proxy to one vote for purposes of
Section 9.05;

(15) if the principal of (and premium, if any) or interest on Debt
Securities of the series are to be payable, at the election of the Company or a
Holder thereof, in a Currency other than that in which the Debt Securities are
denominated or payable without such election, in addition to or in lieu of the
provisions of Section 3.10, the period or periods within which and the terms and
conditions upon which, such election may be made and the time and the manner of
determining the exchange rate or rates between the Currency or Currencies in
which the Debt Securities are denominated or payable without such election and
the Currency or Currencies in which the Debt Securities are to be paid if such
election is made;

(16) the date as of which any Debt Securities of the series shall be
dated, if other than as set forth in Section 3.03;

(17) if the amount of payments of principal of (and premium, if any) or
interest on the Debt Securities of the series may be determined with reference
to an index, including, but not limited to, an index based on a Currency or
Currencies other than that in which the Debt Securities are denominated or
payable, or any other type of index, the manner in which such amounts shall be
determined;

(18) if the Debt Securities of the series are denominated or payable in a
Foreign Currency, any other terms concerning the payment of principal of (and
premium, if any) or any interest on such Debt Securities (including the Currency
or Currencies of payment thereof);

(19) the designation of the original Currency Determination Agent, if any;
(20) the applicable Overdue Rate, if any;

(21) if the Debt Securities of the series do not bear interest, the
applicable dates for purposes of Section 7.01;

(22) any addition to, or modification or deletion of, any Events of
Default, covenants or term of the subordination provided for with respect to
Debt Securities of the series;

(23) if Bearer Securities of the series are to be issued, (x) whether
interest in respect of any portion of a temporary Debt Security in global form
(representing all of the Outstanding Bearer
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Securities of the series) payable in respect of any Interest Payment Date
prior to the exchange of such temporary Debt Security for definitive Debt
Securities of the series shall be paid to any clearing organization with
respect to the portion of such temporary Debt Security held for its
account and, in such event, the terms and conditions (including any
certification requirements) upon which any such interest payment received
by a clearing organization will be credited to the Persons entitled to
interest payable on such Interest Payment Date, (y) the terms upon which
interests in such temporary Debt Security in global form may be exchanged
for interests in a permanent Global Note or for definitive Debt Securities
of the series and the terms upon which interests in a permanent Global
Note, if any, may be exchanged for definitive Debt Securities of the
series and (z) the cities and the Authorized Newspapers designated for the
purposes of giving notices to Holders;

(24) whether the Debt Securities of the series shall be issued in
whole or in part in the form of one or more Global Notes and, in such
case, the U.S. Depositary or any Common Depositary for such Global Note or
Notes; and if the Debt Securities of the series are issuable only as
Registered Securities, the manner in which and the circumstances under
which Global Notes representing Debt Securities of the series may be
exchanged for Registered Securities in definitive form, if other than, or
in addition to, the manner and circumstances specified in Section 3.04(c);

(25) The designation, if any, of any depositaries, trustees (other
than the applicable Trustee), Paying Agents, Authenticating Agents,
Security Registrars (other than the Trustee) or other agents with respect
to the Debt Securities of such series;

(26) If the Debt Securities of such series will be issuable in
definitive form only upon receipt of certain certificates or other
documents or upon satisfaction of certain conditions, the form and terms
of such certificates, documents or conditions;

(27) Whether the Debt Securities of such series will be convertible
into shares of Common Stock and, if so, the terms and conditions, which
may be in addition to or in lieu of the provisions contained in the
Indenture, upon which such Debt Securities will be so convertible,
including the conversion price and the conversion period;

(28) The portion of the principal amount of the Debt Securities
which will be payable upon declaration of acceleration of the maturity
thereof, if other than the principal amount thereof;

(29) The nature, content and date for reports by the Company to the
holders of the Offered Debt Securities; and

(30) any other terms of the series (which terms shall not be
inconsistent with the provisions of this Indenture).

All Debt Securities of any one series shall be substantially
identical except as to denomination, rate of interest, Stated Maturity and the
date from which interest, if any, shall accrue, which, as set forth above, may
be determined by the Company from time to time as to Debt Securities of a series
if so provided in or established pursuant to the authority granted in a Board
Resolution or in any such indenture supplemental hereto, and except as may
otherwise be provided in or pursuant to such Board Resolution and (subject to
Section 3.03) set forth in such Officers' Certificate, or in any such indenture
supplemental hereto. All Debt Securities of any one series need not be issued at
the same time, and unless otherwise provided, a series may be reopened for
issuance of additional Debt Securities of such series.

19



27

If any of the terms of a series of Debt Securities is established
in or pursuant to a Board Resolution, a copy of such Board Resolution shall be
certified by the Secretary or an Assistant Secretary of the Company and
delivered to the Trustee at or prior to the delivery of the Officers'
Certificate setting forth the terms of the series.

Section 3.02. Denominations.

In the absence of any specification pursuant to Section 3.01 with
respect to the Debt Securities of any series, the Debt Securities of such series
shall be issuable only as Registered Securities in denominations of $1,000 and
any integral multiple thereof and shall be payable only in Dollars.

Section 3.03. Execution, Authentication, Delivery and Dating.

The Debt Securities and the Coupons, if any, of any series shall be
executed on behalf of the Company by its Chairman, a Vice Chairman, its
President, one of its Vice Presidents or its Treasurer, under its corporate seal
reproduced thereon and attested by its Secretary or one of its Assistant
Secretaries. The signature of any of these officers may be manual or facsimile.

Debt Securities and Coupons bearing the manual or facsimile
signatures of individuals who were at any time the proper officers of the
Company shall bind the Company, notwithstanding that such individuals or any of
them have ceased to hold such offices prior to the authentication and delivery
of such Debt Securities and Coupons or did not hold such offices at the date of
such Debt Securities and Coupons.

At any time and from time to time after the execution and delivery
of this Indenture, the Company may deliver Debt Securities, with appropriate
Coupons, if any, of any series, executed by the Company, to the Trustee for
authentication, together with a Company Order for the authentication and
delivery of such Debt Securities and Coupons and the Trustee in accordance with
the Company Order shall authenticate and deliver such Debt Securities and
Coupons; provided, however, that, in connection with its sale during the
"restricted period" (as defined in Section 1.163-5(c)(2)(1)(D)(7) of the United
States Treasury Regulations), no Bearer Security shall be mailed or otherwise
delivered to any location in the United States; and provided, further, that a
Bearer Security (other than a temporary Global Note in bearer form) may be
delivered outside the United States in connection with its original issuance
only if the Person entitled to receive such Bearer Security shall have furnished
to the Euro-clear operator or to CEDEL a certificate substantially in the form
set forth in Exhibit A to this Indenture. If all the Debt Securities of any one
series are not to be issued at one time and if a Board Resolution or
supplemental indenture relating to such series shall so permit, such Company
Order may set forth procedures acceptable to the Trustee for the issuance of
such Debt Securities such as interest rate, Stated Maturity, date of issuance
and date from which interest, if any, shall accrue. If any Debt Security shall
be represented by a permanent Global Note, then, for purposes of this Section
and Section 3.04, the notation of a beneficial owner's interest therein upon
original issuance of such Debt Security or upon exchange of a portion of a
temporary Global Note shall be deemed to be delivery in connection with the
original issuance of such beneficial owner's interest in such permanent Global
Note. Except as permitted by Section 3.06 or 3.07, the Trustee shall not
authenticate and deliver any Bearer Security unless all Coupons for interest
then matured have been detached and canceled.

The Trustee shall be entitled to receive, and (subject to Section
6.01) shall be fully protected in relying upon, prior to the authentication and
delivery of the Debt Securities and Coupons of such series, (i)
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the supplemental indenture or the Board Resolution by or pursuant to which the
form and terms of such Debt Securities and Coupons have been approved and (ii)
an Opinion of Counsel substantially to the effect that:

(1) the authentication order furnished by the Company to the
Trustee in connection with the authentication and delivery of such Debt
Securities and Coupons conforms to the requirements of this Indenture and
constitutes sufficient authority hereunder for the Trustee to authenticate
and deliver such Debt Securities and Coupons;

(2) the forms and terms of such Debt Securities and Coupons are
consistent with the provisions of this Indenture;

(3) in the event that the forms or terms of such Debt Securities
and Coupons have been established in a supplemental indenture, the
execution and delivery of such supplemental indenture has been duly
authorized by all necessary corporate action of the Company, such
supplemental indenture has been duly executed and delivered by the Company
and, assuming due authorization, execution and delivery by the Trustee, is
a valid and binding obligation enforceable against the Company in
accordance with its terms, subject to applicable bankruptcy, insolvency
and similar laws affecting creditors' rights generally and subject, as to
enforceability, to general principles of equity (regardless of whether
enforcement is sought in a proceeding in equity or at law);

(4) the execution and delivery of such Debt Securities and Coupons
have been duly authorized by all necessary corporate action of the Company
and such Debt Securities and Coupons have been duly executed by the
Company and, assuming due authentication by the Trustee and delivery by
the Company, are valid and binding obligations enforceable against the
Company in accordance with their terms, entitled to the benefit of the
Indenture, subject to applicable bankruptcy, insolvency and similar laws
affecting creditors' rights generally and subject, as to enforceability,
to general principles of equity (regardless of whether enforcement is
sought in a proceeding in equity or at law) and subject to such other
exceptions as counsel shall request and as to which the Trustee shall not
reasonably object; and

(5) the amount of Debt Securities Outstanding of such series,
together with the amount of such Debt Securities, does not exceed any
limit established under the terms of this Indenture on the amount of Debt
Securities of such series that may be authenticated and delivered.

The Trustee shall not be required to authenticate such Debt
Securities and Coupons if the issuance of such Debt Securities and Coupons
pursuant to this Indenture will affect the Trustee's own rights, duties or
immunities under the Debt Securities and this Indenture in a manner which is not
reasonably acceptable to the Trustee.

Each Registered Security shall be dated the date of its
authentication. Each Bearer Security (including any temporary or permanent or
other definitive Bearer Security in global form) shall be dated as of the date
of original issuance of the first Debt Security of such series to be issued,
except as otherwise provided pursuant to Section 3.01 with respect to the Bearer
Securities of any series.

No Debt Security shall be entitled to any benefit under this
Indenture or be valid or obligatory for any purpose unless there appears on such
Debt Security a certificate of authentication substantially in one of the forms
provided for herein duly executed by the Trustee or by an Authenticating Agent,
and such certificate upon any Debt Security shall be conclusive evidence, and
the only evidence, that such Debt Security
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has been duly authenticated and delivered hereunder and is entitled to the
benefits of this Indenture. Notwithstanding the foregoing, if any Debt Security
shall have been duly authenticated and delivered hereunder but never issued and
sold by the Company, and the Company shall deliver such Debt Security to the
Trustee for cancellation as provided in Section 3.08 together with a written
statement (which need not comply with Section 1.02) stating that such Debt
Security has never been issued and sold by the Company, for all purposes of this
Indenture such Debt Security shall be deemed never to have been authenticated
and delivered hereunder and shall never be entitled to the benefits of this
Indenture.

Section 3.04. Temporary Debt Securities; Exchange of Temporary
Global Notes for Definitive Bearer Securities; Global Notes Representing
Registered Securities.

(a) Pending the preparation of definitive Registered Securities of
any series, the Company may execute, and upon Company Order the Trustee shall
authenticate and deliver, temporary Registered Securities which are printed,
lithographed, typewritten, mimeographed or otherwise produced, in any authorized
denomination for Registered Securities of such series, substantially of the
tenor of the definitive Registered Securities in lieu of which they are issued
and with such appropriate insertions, omissions, substitutions and other
variations as the officers executing such Registered Securities may determine,
as conclusively evidenced by their execution of such Registered Securities.
Every such temporary Registered Security shall be executed by the Company and
shall be authenticated and delivered by the Trustee upon the same conditions and
in substantially the same manner, and with the same effect, as the definitive
Registered Securities in lieu of which they are issued. In the case of any
series issuable as Bearer Securities, such temporary Debt Securities may be in
global form, representing such of the Outstanding Debt Securities of such series
as shall be specified therein.

Except in the case of temporary Debt Securities in global form
(which shall be exchanged in accordance with the provisions of the following
paragraphs), if temporary Debt Securities of any series are issued, the Company
will cause definitive Debt Securities of such series to be prepared without
unreasonable delay. After the preparation of definitive Debt Securities of such
series, the temporary Debt Securities of such series shall be exchangeable for
definitive Debt Securities of such series, of a like Stated Maturity and with
like terms and provisions, upon surrender of the temporary Debt Securities of
such series at the office or agency of the Company in a Place of Payment for
such series, without charge to the Holder, except as provided in Section 3.05 in
connection with a transfer. Upon surrender for cancellation of any one or more
temporary Debt Securities of any series (accompanied by any unmatured Coupons),
the Company shall execute and the Trustee shall authenticate and deliver in
exchange therefor a like principal amount of definitive Debt Securities of the
same series of authorized denominations and of a like Stated Maturity and like
terms and provisions; provided, however, that no definitive Bearer Security
shall be delivered in exchange for a temporary Registered Security; and
provided, further, that a definitive Bearer Security (including a permanent
Bearer Security in global form) shall be delivered in exchange for a temporary
Bearer Security only in compliance with the conditions set forth in Section
3.03. Until so exchanged, the temporary Registered Securities of any series
shall in all respects be entitled to the same benefits under this Indenture as
definitive Registered Securities of such series.

(b) Unless otherwise specified pursuant to Section 3.01, all Bearer
Securities of a series shall be initially issued in the form of a single
temporary Bearer Security in global form (a "temporary Global Note"). The
Company shall execute, and upon Company Order the Trustee shall authenticate,
any temporary Global Note and any permanent Bearer Security in global form (as
described below, a "permanent Global Note") upon the same conditions and in
substantially the same manner, and with the same effect, as definitive Bearer
Securities, and the temporary or permanent Global Note, as the case may be,
shall, unless otherwise specified therein, be delivered by the Trustee to the
London office of a depositary or common depositary (the
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"Common Depositary"), for the benefit of the Euro-clear Operator or CEDEL, as
the case may be, for credit to the account of the Company (in the case of sales
of Bearer Securities by the Company directly to investors) or the managing
underwriter (in the case of sales of Bearer Securities by the Company to
underwriters) or such other accounts as the Company or the managing underwriter,
respectively, may direct.

On or after the date specified in or determined pursuant to the
terms of any temporary Global Note which (subject to any applicable laws and
regulations) shall be at least 40 days after the issue date of a temporary
Global Note (the "Exchange Date"), the Debt Securities represented by such
temporary Global Note may be exchanged for definitive Debt Securities (subject
to the second succeeding paragraph) or Debt Securities to be represented
thereafter by one or more permanent Global Notes in definitive form without
interest coupons. On or after the Exchange Date such temporary Global Note shall
be surrendered by the Common Depositary to the Trustee, as the Company's agent
for such purpose, at such address as the Trustee may specify and following such
surrender, the Trustee shall (1) endorse the temporary Global Note to reflect
the reduction of its principal amount by an equal aggregate principal amount of
such Debt Security, (2) endorse the applicable permanent Global Note, if any, to
reflect the initial amount, or an increase in the amount of Debt Securities
represented thereby, (3) manually authenticate such definitive Debt Securities
(including any permanent Global Note), (4) deliver such definitive Debt
Securities to the Holder thereof or, if such definitive Debt Security is a
permanent Global Note, deliver such permanent Global Note to the Common
Depositary to be held outside the United States for the accounts of the
Euro-clear Operator or CEDEL, as the case may be, for credit to the respective
accounts at Euro-clear Operator or CEDEL, as the case may be, designated by or
on behalf of the beneficial owners of such Debt Securities (or to such other
accounts as they may direct) and (5) redeliver such temporary Global Note to the
Common Depositary, unless such temporary Global Note shall have been canceled in
accordance with Section 3.08 hereof; provided, however, that, unless otherwise
specified in such temporary Global Note, upon such presentation by the Common
Depositary, such temporary Global Note shall be accompanied by a certificate
dated the Exchange Date or a subsequent date and signed by the Euro-clear
Operator, as to the portion of such temporary Global Note held for its account
then to be exchanged for definitive Debt Securities (including any permanent
Global Note), and a certificate dated the Exchange Date or a subsequent date and
signed by CEDEL, as to the portion of such temporary Global Note held for its
account then to be exchanged for definitive Debt Securities (including any
permanent Global Note), each substantially in the form set forth in Exhibit B to
this Indenture. Each certificate substantially in the form of Exhibit B hereto
of the Euro-clear Operator or CEDEL, as the case may be, shall be based on
certificates of the account holders listed in the records of the Euro-clear
Operator or CEDEL, as the case may be, as being entitled to all or any portion
of the applicable temporary Global Note. An account holder of the Euro-clear
Operator or CEDEL, as the case may be, desiring to effect the exchange of an
interest in a temporary Global Note for an interest in definitive Debt
Securities (including any permanent Global Note) shall instruct the Euro-clear
Operator or CEDEL, as the case may be, to request such exchange on its behalf
and shall deliver to the Euro-clear Operator or CEDEL, as the case may be, a
certificate substantially in the form of Exhibit A hereto and dated no earlier
than 10 days prior to the Exchange Date. Until so exchanged, temporary Global
Notes shall in all respects be entitled to the same benefits under this
Indenture as definitive Debt Securities (including any permanent Global Note) of
the same series authenticated and delivered hereunder, except as to payment of
interest, if any.

The delivery to the Trustee by the Euro-clear Operator or CEDEL of
any certificate substantially in the form of Exhibit B hereto may be relied upon
by the Company and the Trustee as conclusive evidence that a corresponding
certificate or certificates has or have been delivered to the Euro-clear
Operator or CEDEL, as the case may be, pursuant to the terms of this Indenture.
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On or prior to the Exchange Date, the Company shall deliver to the
Trustee definitive Debt Securities in an aggregate principal amount equal to the
principal amount of such temporary Global Note, executed by the Company. At any
time, on or after the Exchange Date, upon 30 days' notice to the Trustee by the
Euro-clear Operator or CEDEL, as the case may be, acting at the request of or on
behalf of the beneficial owner, a Debt Security represented by a temporary
Global Note or a permanent Global Note, as the case may be, may be exchanged, in
whole or from time to time in part, for definitive Debt Securities without
charge and the Trustee shall authenticate and deliver, in exchange for each
portion of such temporary Global Note or such permanent Global Note, an equal
aggregate principal amount of definitive Debt Securities of the same series of
authorized denominations and of a like Stated Maturity and with like terms and
conditions, as the portion of such temporary Global Note or such permanent
Global Note to be exchanged, which, unless the Debt Securities of the series are
not issuable both as Bearer Securities and as Registered Securities, as
contemplated by Section 3.01, shall be in the form of Bearer Securities or
Registered Securities, or any combination thereof, as shall be specified by the
beneficial owner thereof; provided, however, that definitive Bearer Securities
shall be delivered in exchange for a portion of the temporary Global Note or the
permanent Global Note only in compliance with the requirements of the second
preceding paragraph. On or prior to the forty-fifth day following receipt by the
Trustee of such notice with respect to a Debt Security, or, if such day is not a
Business Day, the next succeeding Business Day, the temporary Global Note or the
permanent Global Note, as the case may be, shall be surrendered by the Common
Depositary to the Trustee, as the Company's agent for such purpose, to be
exchanged, in whole or from time to time in part, for definitive Debt Securities
without charge following such surrender, upon the request of the Euro-clear
Operator or CEDEL, as the case may be, and the Trustee shall (1) endorse the
applicable temporary Global Note or the permanent Global Note to reflect the
reduction of its principal amount by the aggregate principal amount of such Debt
Security, (2) cause the terms of such Debt Security and Coupons, if any, to be
entered on a definitive Debt Security, (3) manually authenticate such definitive
Debt Security, and (4) if a Bearer Security is to be delivered, deliver such
definitive Debt Security to an address outside the United States to the
Euro-clear Operator or CEDEL, as the case may be, for or on behalf of the
beneficial owner thereof, in exchange for a portion of such temporary Global
Note or the permanent Global Note.

Unless otherwise specified in such temporary Global Note or the
permanent Global Note, any such exchange shall be made free of charge to the
beneficial owners of such temporary Global Note or the permanent Global Note,
except that a Person receiving definitive Debt Securities must bear the cost of
insurance, postage, transportation and the like in the event that such Person
does not take delivery of such definitive Debt Securities in person at the
offices of the Euro-clear Operator or CEDEL. Definitive Debt Securities in
bearer form to be delivered in exchange for any portion of a temporary Global
Note or the permanent Global Note shall be delivered only to an address outside
the United States. Notwithstanding the foregoing, in the event of redemption or
acceleration of all or any part of a temporary Global Note prior to the Exchange
Date, a permanent Global Note or definitive Bearer Securities, as the case may
be, will not be issuable in respect of such temporary Global Note or such
portion thereof, and payment thereon will instead be made as provided in such
temporary Global Note.

Until exchanged in full as hereinabove provided, any temporary
Global Note or the permanent Global Note shall in all respects be entitled to
the same benefits under this Indenture as definitive Debt Securities of the same
series and tenor authenticated and delivered hereunder, except that, unless
otherwise specified as contemplated by Section 3.01, interest payable on such
temporary Global Note on an Interest Payment Date for Debt Securities of such
series occurring prior to the applicable Exchange Date shall be payable to the
Euro-clear Operator or CEDEL on such Interest Payment Date upon delivery by the
Euro-clear Operator or CEDEL to the Trustee of a certificate or certificates
substantially in the form set forth in Exhibit B to this Indenture, for credit
without further interest on or after such Interest Payment Date to the
respective
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accounts of the Persons who are the beneficial owners of such temporary Global
Note on such Interest Payment Date and who have each delivered to the Euro-clear
Operator or CEDEL, as the case may be, a certificate substantially in the form
set forth in Exhibit A to this Indenture.

Any definitive Bearer Security authenticated and delivered by the
Trustee in exchange for a portion of a temporary Global Note or the permanent
Global Note shall not bear a coupon for any interest which shall theretofore
have been duly paid by the Trustee to the Euro-clear Operator or CEDEL, or by
the Company to the Trustee in accordance with the provisions of this Section
3.04.

With respect to Exhibits A and B to this Indenture, the Company
may, in its discretion and if required or desirable under applicable law or as
set forth in any Board Resolution or Supplemental Indenture with respect to any
Series of Debt Securities, substitute one or more other forms of such exhibits
for such exhibits, eliminate the requirement that any or all certificates be
provided, or change the time that any certificate may be required, provided that
such substitute form or forms or notice of elimination or change of such
certification requirement have theretofore been delivered to the Trustee with a
Company Request and such form or forms, elimination or change is reasonably
acceptable to the Trustee.

(c) If the Company shall establish pursuant to Section 3.01 that
the Registered Securities of a series are to be issued in whole or in part in
the form of one or more Global Notes, then the Company shall execute and the
Trustee shall, in accordance with Section 3.03 and the Company Order with
respect to such series, authenticate and deliver one or more Global Notes in
temporary or permanent form that (i) shall represent and shall be denominated in
an amount equal to the aggregate principal amount of the Outstanding Debt
Securities of such series to be represented by one or more Global Notes, (ii)
shall be registered in the name of the U.S. Depositary for such Global Note or
Notes or the nominee of such depositary, and (iii) shall bear a legend
substantially to the following effect: "This Debt Security may not be
transferred except as a whole by the Depositary to a nominee of the Depositary
or by a nominee of the Depositary to the Depositary or another nominee of the
Depositary or by the Depositary or any such nominee to a successor Depositary or
a nominee of such successor Depositary, unless and until this Debt Security is
exchanged in whole or in part for Debt Securities in definitive form."

Notwithstanding any other provision of this Section or Section
3.05, unless and until it is exchanged in whole or in part for Registered
Securities in definitive form, a Global Note representing all or a portion of
the Registered Securities of a series may not be transferred except as a whole
by the U.S. Depositary for such series to a nominee of such depositary or by a
nominee of such depositary to such depositary or another nominee of such
depositary or by such depositary or any such nominee to a successor U.S.
Depositary for such series or a nominee of such successor depositary.

If at any time the U.S. Depositary for the Debt Securities of a
series notifies the Company that it is unwilling or unable to continue as U.S.
Depositary for the Debt Securities of such series or if at any time the U.S.
Depositary for Debt Securities of a series shall no longer be a clearing agency
registered and in good standing under the Securities Exchange Act of 1934, as
amended, or other applicable statute or regulation, the Company shall appoint a
successor U.S. Depositary with respect to the Debt Securities of such series. If
a successor U.S. Depositary for the Debt Securities of such series is not
appointed by the Company within 90 days after the Company receives such notice
or becomes aware of such condition, the Company will execute, and the Trustee,
upon receipt of a Company Order for the authentication and delivery of
definitive Debt Securities of such series, will authenticate and deliver,
Registered Securities of such series in definitive form in an aggregate
principal amount equal to the principal amount of the Global Note or Notes
representing such series in exchange for such Global Note or Notes.
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The Company may at any time and in its sole discretion determine
that the Registered Securities of any series issued in the form of one or more
Global Notes shall no longer be represented by such Global Note or Notes. In
such event, the Company will execute, and the Trustee, upon receipt of a Company
Order for the authentication and delivery of definitive Debt Securities of such
series, will authenticate and deliver, Registered Securities of such series in
definitive form and in an aggregate principal amount equal to the principal
amount of the Global Note or Notes representing such series in exchange for such
Global Note or Notes.

If the Registered Securities of any series shall have been issued
in the form of one or more Global Notes and if an Event of Default with respect
to the Debt Securities of such series shall have occurred and be continuing, the
Company will promptly execute, and the Trustee, upon receipt of a Company Order
for the authentication and delivery of definitive Debt Securities of such
series, will authenticate and deliver, Registered Securities of such series in
definitive form and in an aggregate principal amount equal to the principal
amount of the Global Note or Notes representing such series in exchange for such
Global Note or Notes.

If specified by the Company pursuant to Section 3.01 with respect
to Registered Securities of a series, the U.S. Depositary for such series of
Registered Securities may surrender a Global Note for such series of Debt
Securities in exchange in whole or in part for Registered Securities of such
series in definitive form on such terms as are acceptable to the Company and
such depositary. Thereupon, the Company shall execute and the Trustee shall
authenticate and deliver, without charge:

(1) to each Person specified by the U.S. Depositary a new
Registered Security or Securities of the same series, of any authorized
denomination as requested by such Person in an aggregate principal amount
equal to and in exchange for such Person's beneficial interest in the
Global Note; and

(ii) to the U.S. Depositary a new Global Note in a denomination
equal to the difference, if any, between the principal amount of the
surrendered Global Note and the aggregate principal amount of Registered
Securities delivered to Holders thereof.

Upon the exchange of a Global Note for Registered Securities in
definitive form, such Global Note shall be canceled by the Trustee. Debt
Securities issued in exchange for a Global Note pursuant to this subsection (c)
shall be registered in such names and in such authorized denominations as the
U.S. Depositary for such Global Note, pursuant to instructions from its direct
or indirect participants or otherwise, shall instruct the Trustee. The Trustee
shall deliver such Debt Securities to the Persons in whose names such Debt
Securities are so registered.

Section 3.05. Registration, Transfer and Exchange.

(a) The Company shall cause to be kept at the Corporate Trust
Office of the Trustee a register (the registers maintained in such office and in
any other office or agency of the Company in a Place of Payment being herein
sometimes collectively referred to as the "Security Register") in which, subject
to such reasonable regulations as it may prescribe, the Company shall provide
for the registration of Registered Securities and of transfers and exchanges of
Registered Securities. The Trustee is hereby appointed "Security Registrar" for
the purpose of registering Registered Securities and registering transfers and
exchanges of Registered Securities as herein provided; provided, however, that
the Company may appoint co-Security Registrars or the terms of any series of
Debt Securities may provide otherwise.
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Upon surrender for registration of transfer of any Registered
Security of any series at the office or agency of the Company maintained for
such purpose, the Company shall execute, and the Trustee shall authenticate and
deliver, in the name of the designated transferee, one or more new Registered
Securities of the same series of like aggregate principal amount of such
denominations as are authorized for Registered Securities of such series and of
a like Stated Maturity and with like terms and conditions.

Except as otherwise provided in Section 3.04 and this Section 3.05,
at the option of the Holder, Registered Securities of any series may be
exchanged for other Registered Securities of the same series of like aggregate
principal amount and of a like Stated Maturity and with like terms and
conditions, upon surrender of the Registered Securities to be exchanged at such
office or agency. Whenever any Registered Securities are surrendered for
exchange, the Company shall execute, and the Trustee shall authenticate and
deliver, the Registered Securities which the Holder making the exchange is
entitled to receive.

(b) If and to the extent specified pursuant to Section 3.01, the
provisions of this Section 3.05(b) shall be applicable to Debt Securities of any
series which are Bearer Securities. At the option of the Holder thereof, to the
extent permitted by law, any Bearer Security of any series which by its terms is
registrable as to principal and interest may be exchanged for a Registered
Security of such series of like aggregate principal amount and of a like Stated
Maturity and with like terms and conditions upon surrender of such Bearer
Security at the Corporate Trust O0ffice or at any other office or agency of the
Company designated pursuant to Section 3.01 for the purpose of making any such
exchanges. Any Coupon Security surrendered for exchange shall be surrendered
with all unmatured Coupons and any matured Coupons in default attached thereto.
If the Holder of a Bearer Security is unable to produce any such unmatured
Coupon or Coupons or matured Coupon or Coupons in default, such exchange may be
effected if the Bearer Securities are accompanied by payment in funds acceptable
to the Company in an amount equal to the face amount of such missing Coupon or
Coupons, or the surrender of such missing Coupon or Coupons may be waived by the
Company and the Trustee if there is furnished to them such security or indemnity
as they may require to save each of them and any Paying Agent harmless. If
thereafter the Holder of such Bearer Security shall surrender to any Paying
Agent any such missing Coupon in respect of which such a payment shall have been
made, such Holder shall be entitled to receive the amount of such payment;
provided, however, that except as otherwise provided in Section 12.03, interest
represented by Coupons shall be payable only upon presentation and surrender of
those Coupons at an office or agency located outside the United States.
Notwithstanding the foregoing, in case a Bearer Security of any series is
surrendered at any such office or agency in exchange for a Registered Security
of the same series and of a like Stated Maturity and with like terms and
conditions after the close of business at such office or agency on (i) any
Regular Record Date and before the opening of business at such office or agency
on the relevant Interest Payment Date, or (ii) any Special Record Date and
before the opening of business at such office or agency on the related proposed
date for payment of Defaulted Interest, such Bearer Security shall be
surrendered without the Coupon relating to such Interest Payment Date or
proposed date for payment, as the case may be (or, if such Coupon is so
surrendered with such Bearer Security, such Coupon shall be returned to the
Person so surrendering the Bearer Security), and interest or Defaulted Interest,
as the case may be, will not be payable on such Interest Payment Date or
proposed date for payment, as the case may be, in respect of the Registered
Security issued in exchange for such Bearer Security, but will be payable only
to the Holder of such Coupon when due in accordance with the provisions of this
Indenture. The Company shall execute, and the Trustee shall authenticate and
deliver, the Registered Security or Secu