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PART I - FINANCIAL INFORMATION
ITEM 1 - FINANCIAL STATEMENTS.

This Quarterly Report on Form 10-Q (the "Form 10-Q") contains various financial
information related to Corrections Corporation of America, a Maryland
corporation (the "Company" or "CCA") (formerly Prison Realty Trust, Inc.), and
its two service subsidiaries, Prison Management Services, Inc., a Tennessee
corporation ("PMSI"), and Juvenile and Jail Facility Management Services, Inc.,
a Tennessee corporation ("JJFMSI"). The accompanying combined financial
statements included on pages 3 - 9 present the consolidated financial statements
of the Company (formerly Prison Realty Trust, Inc.) as of and for the three and
nine months ended September 30, 2000 combined with the financial statements of
PMSI and JJFMSI as of and for the one month ended September 30, 2000. The
accompanying consolidated financial statements as of December 31, 1999 and for
the three and nine months ended September 30, 1999 have not been combined with
the financial statements of PMSI and JJFMSI. Please refer to Note 4 on pages 15
- - 22 for a complete description of the combined financial statements and
combining financial statement schedules presenting the individual financial
statements of the Company (formerly Prison Realty Trust, Inc.), PMSI and JJFMSI
as of and for the three and nine months ended September 30, 2000.

This Form 10-Q also contains financial information related to the privately held
prison management company, Corrections Corporation of America, a Tennessee
corporation ("Operating Company"), as of and for the three and nine months ended
September 30, 2000. Operating Company was merged with and into a wholly owned
subsidiary of CCA on October 1, 2000, subsequent to the end of the third quarter
2000. As a result, the financial information of Operating Company is not
included in the accompanying financial statements presented on pages 3 - 9.
Please refer to Note 15 herein for summarized financial data of Operating
Company and "Operating Company Financial Information" in Management's Discussion
and Analysis of Financial Condition and Results of Operations for more detailed
financial information concerning Operating Company.



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED BALANCE SHEETS

(UNAUDITED AND AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

CURRENT ASSETS:

Cash and cash equivalents

Restricted cash

Accounts receivable, net of allowances
Receivable from Operating Company
Receivable from PMSI and JJFMSI

Income tax receivable

Prepaid expenses

Deferred tax assets (See Note 10)
Other current assets

Total current assets

PROPERTY AND EQUIPMENT, NET
OTHER ASSETS:

Notes receivable

Investments in direct financing leases
Investment in affiliates and others
Other assets

Total assets

Combined
September 30, 2000
(see Notes 1 & 4)

$ 16,501
9,571

49,412

7,962

34,756

1,636

11,977

9,561

141,376

2,166,472

137,616
146, 227
21,955
56,278

$ 2,669,924

Consolidated
December 31, 1999

$ 84,493
24,409
5,105
28,608
1,283

149, 699
2,208,496

137,000
70, 255
118,232
52,240

$ 2,735,922

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



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED BALANCE SHEETS
(UNAUDITED AND AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(CONTINUED)
Combined
September 30, 2000
(See Notes 1 & 4)
CURRENT LIABILITIES:
Accounts payable $ 26,904
Payables to Operating Company 25,529
Accrued salaries and wages 4,837
Accrued interest 10,284
Income taxes payable 8,968
Distributions payable 4,735
Other accrued expenses 128,613
Bank credit facility (See Note 8) 967,782
Senior notes (See Note 8) 100, 000
Convertible subordinated notes and other debt (See Note 8) 79,108
Total current liabilities 1,356,760
Deferred tax liabilities (See Note 10) 180,906
Deferred gains on sales of contracts 63,523
Other liabilities 413
Total liabilities 1,601,602
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred Stock - Series A, $.01 (one cent) par value;
20,000 shares authorized; 4,300 and 4,300 shares
issued and outstanding, stated at liquidation
preference of $25 (twenty-five dollars) per share 107,500
Preferred Stock - Series B, $.01 (one cent) par value;
12,000 shares authorized; 6,148 and 0 issued;
6,148 and 0 outstanding 144,994

Common Stock - Class A; $0.01 (one cent) par value;
300,000 shares authorized; 118,566 and 118,406
issued; 118,554 and 118,394 outstanding 1,186

Additional paid-in capital 1,203,706
Retained deficit (393, 240)
Treasury stock, at cost (242)
Equity of CCA 1,063,904
Equity of PMSI 2,339
Equity of JJFMSI 2,079
Total stockholders' equity 1,068,322
Total liabilities and stockholders' equity $ 2,669,924

Consolidated
December 31, 1999

$ 36,564
3,316

208

14,968

5,476

2,150

15, 855

928, 234

100, 000

70,757

1,177,528

32,000
106, 045

107,500

1,184
1,347,227

(35,320)

(242)

$ 2,735,922

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




CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED AND AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Combined
Three Months
Ended
September 30, 2000
(See Notes 1 & 4)

REVENUES:
Management $ 26,066
Rental 15,464
Trade name use agreement from Operating Company 2,324
43,854
EXPENSES:
Operating 21,691
Trade name use agreement to Operating Company 501
Lease 256
Administrative service fee to Operating Company 900
General and administrative 4,174
Depreciation and amortization 15,439
Write-off of amounts under lease
arrangements (See Note 15) 3,504
Impairment loss (See Note 6) 19,239
65,704
OPERATING INCOME (LOSS) (21, 850)
Equity (earnings) loss and amortization of
deferred gains 1,770
Interest expense, net 35,741
Other income (See Note 9) (3,099)
Strategic investor fees (See Note 7) 4,850
Unrealized foreign currency transaction
loss (See Note 6) 2,012
Loss on disposals of assets (see Note 16) 3,023
Stockholder litigation settlements (See Note 12) 75,406
Write-off of loan costs --
INCOME (LOSS) BEFORE INCOME TAXES AND
MINORITY INTEREST (141, 553)
PROVISION FOR INCOME TAXES (See Note 10) 109, 888
NET INCOME (LOSS) BEFORE MINORITY INTEREST (251,441)
MINORITY INTEREST IN NET LOSS OF PMSI AND
JJIFMSI 318
NET INCOME (LOSS) (251,123)

(CONTINUED)

Consolidated
Three Months
Ended
September 30, 1999

Combined
Nine Months
Ended
September 30, 2000
(See Notes 1 & 4)

900
10, 752
41,770

11,920
19, 239

(35,108)

(7,218)
95,501
(3,099)
33,003

9,440
3,324
75,406

(241, 465)

109, 888

Consolidated
Nine Months
Ended
September 30, 1999

196, 543
6,510

166,824

(22,107)
9,170



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED AND AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(CONTINUED)
Combined Consolidated Combined Consolidated
Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, 2000 September 30, 1999 September 30, 2000 September 30, 1999
(See Notes 1 & 4) (See Notes 1 & 4)
NET INCOME (LOSS) $(251,123) $ 48,145 $(351,035) $ 85,963
DIVIDENDS TO PREFERRED STOCKHOLDERS - A (2,150) (2,150) (6,450) (6,450)
DIVIDENDS TO PREFERRED STOCKHOLDERS - B (435) -- (434) --
NET INCOME (LOSS) AVAILABLE TO COMMON
STOCKHOLDERS $(253,708) $ 45,995 $(357,919) $ 79,513
NET INCOME (LOSS) AVAILABLE TO COMMON
STOCKHOLDERS PER COMMON SHARE:
BASIC $ (2.14) $ 0.39 $ (3.02) $ 0.70
DILUTED $ (2.14) $ 0.39 $ (3.02) $ 0.69
WEIGHTED AVERAGE COMMON SHARES
OUTSTANDING, BASIC (SEE NOTE 13) 118, 458 118,196 118,421 114,003
WEIGHTED AVERAGE COMMON SHARES
OUTSTANDING, DILUTED (SEE NOTE 13) 118,458 118, 315 118,421 114,547

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



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED AND AMOUNTS IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by (used
in) operating activities:
Depreciation and amortization
Amortization of debt issuance costs
Provision for change in tax status
Deferred income taxes
Equity in (earnings) losses of unconsolidated entities and amortization of
deferred gain
Write-off of amounts under lease arrangements
Write-off of loan costs
Foreign currency transaction loss
Other noncash items
Loss on disposals of assets
Writedown on properties held for sale
Minority interest
Changes in assets and liabilities, net:
Accounts receivable
Receivable from Operating Company
Receivable from PMSI and JJFMSI
Income tax receivable
Prepaid expenses
Other assets
Accounts payable
Payables to Operating Company
Income taxes payable
Other accrued expenses
Deferred gains on sales of contracts

Net cash provided by (used in) operating activities

Combined
Nine Months
Ended
September 30, 2000
(See Note 4)

$ (351,035)

41,770
11,161
125,024
16,216

(7,218)
11,920
9,440
1,673
3,325
19, 239

(318)

(2,183)
20, 646
1,283
(34,756)
(342)
884
(25,184)
3,413
3,492
92,960
62

Consolidated
Nine Months
Ended
September 30, 1999

$ 85,963

31,643
4,586
83, 200

(22,107)
8,967
1,750
1,631

(16,930)
13,890
586
(8,937)
(338)
(21,434)
(54,974)
1,904
8,771



CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED AND AMOUNTS IN THOUSANDS)
(CONTINUED)

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions of property and equipment, net
(Increase) decrease in restricted cash
Cash acquired in purchase of CCA Prison Realty Trust
Payments under lease arrangements to Operating Company
Increase in other assets
Payments received on investments in affiliates
Payments received on direct financing leases and notes receivable

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of debt/borrowings
Proceeds from issuance of short-term debt
Proceeds from line of credit, net
Proceeds from issuance of senior notes
Payments on debt
Payment of debt issuance costs
Proceeds from issuance of common stock
Preferred stock issuance costs
Payment of dividends
Distributions paid on common stock
Proceeds from exercise of stock options and warrants
Distributions paid on preferred shares
Purchase of common stock
Purchase of treasury stock by PMSI and JJFMSI
Proceeds from exercise of stock options and warrants

Net cash provided by financing activities

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

September 1, 2000 cash balances of PMSI and JJFMSI of $9,987 and

$12,006, respectively)
CASH AND CASH EQUIVALENTS, END OF THE PERIOD
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid during the period for:

Interest (Net of capitalized amounts of $9.3 million and $29.1 million,
respectively)

Income taxes

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

Combined
Nine Months
Ended
September 30, 2000
(See Note 4)

Consolidated
Nine Months
Ended
September 30, 1999

$ (73,731) $ (456, 794)
14,838 (7,017)

-- 21,894
-- (51,071)
(529) (500)

6,686 14,915

3,842 3,767
(48,894) (474,806)

-- 40,000

6,400 -

39,548 346, 382

-- 100, 000

(63) (2,788)

(10, 388) (53,729)

-- 130,831

(175) --

(81) --

-- (209, 054)

-- (6,450)

(4,300) --

(200) --

(13,304) --

-- 45

17,444 345, 237

(89,985) (11, 398)

106, 486 31,141

$ 16,501  $ 19,743
$ 95, 339 $ 12,194
$ 2,475 $ 8,937
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CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED AND AMOUNTS IN THOUSANDS)
(CONTINUED)

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND

FINANCING ACTIVITIES-INCREASES (DECREASES) TO CASH:

A real estate property was leased subject to a direct financing lease:
Real estate properties
Investments in direct financing leases

Notes payable were issued in exchange for accounts
payable and accrued interest:
Accounts payable and accrued expenses
Convertible subordinated notes and other debt

Long-term debt was converted into common stock:
Other assets
Long-term debt
Common stock
Additional paid-in capital

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 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

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

Combined
Nine Months
Ended
September 30, 2000
(See Note 4)

Consolidated
Nine Months
Ended
September 30, 1999

$ 89,426 $ --
(89, 426) --

$ -- % --
$ (2,014) $ --
2,014 --

$ -- $ --
$ -- 3% 1,161
-- (47,000)

-- 50

-- 45,789

$ -- 8 --
$ -- % 1
-- 241
-- (242)

$ $ --
$ -- % (17,188)
-- (1,323,100)
-- (9, 496)

-- 29,248

-- 279,600

-- 2,150

-- 253

-- 43

-- 1,081,161

-- 43,817
-- (64,594)

$ -~ 3 21,894
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CORRECTIONS CORPORATION OF AMERICA AND SUBSIDIARIES
(FORMERLY PRISON REALTY TRUST, INC.)

NOTES TO CONDENSED COMBINED AND CONSOLIDATED
FINANCIAL STATEMENTS SEPTEMBER 30, 2000

1. ORGANIZATION AND OPERATIONS

Prison Realty Trust, Inc., a Maryland corporation now known as Corrections
Corporation of America (the "Company" or "CCA"), was formed in September 1998 as
Prison Realty Corporation and commenced operations on January 1, 1999, following
the mergers of the former Corrections Corporation of America, a Tennessee
corporation ("0ld CCA"), and CCA Prison Realty Trust, a Maryland real estate
investment trust ("Old Prison Realty"), with and into the Company (the "1999
Merger"). As more fully discussed in Note 17 herein, effective October 1, 2000,
the Company completed a series of previously announced restructuring
transactions (collectively, the "Restructuring"). As part of the Restructuring,
the Company's primary tenant, Corrections Corporation of America, a
privately-held Tennessee corporation formerly known as Correctional Management
Services Corporation ("Operating Company"), was merged with and into a wholly
owned subsidiary of the Company on October 1, 2000 (the "Operating Company
Merger"). In connection with the Restructuring and the Operating Company Merger,
the Company amended its Charter to, among other things, remove provisions
relating to the Company's operation and qualification as a real estate
investment trust, or REIT, for federal income tax purposes commencing with its
2000 taxable year and change its name to "Corrections Corporation of America".

This Quarterly Report on Form 10-Q (the "Form 10-Q") contains various financial
information related to the Company (formerly Prison Realty Trust, Inc.) and its
two service subsidiaries, Prison Management Services, Inc., a Tennessee
corporation ("PMSI"), and Juvenile and Jail Facility Management Services, Inc.,
a Tennessee corporation ("JJFMSI"). The accompanying combined financial
statements included on pages 3 - 9 present the consolidated financial statements
of the Company (formerly Prison Realty Trust, Inc.) as of and for the three and
nine months ended September 30, 2000 combined with the financial statements of
PMSI and JJFMSI as of and for the one month ended September 30, 2000. The
accompanying consolidated financial statements as of December 31, 1999 and for
the three and nine months ended September 30, 1999 have not been combined with
the financial statements of PMSI and JJFMSI. Please refer to Note 4 on pages 15
- - 22 for a complete description of the combined financial statements and
combining financial statement schedules presenting the individual financial
statements of the Company (formerly Prison Realty Trust, Inc.), PMSI and JJFMSI
as of and for the three and nine months ended September 30, 2000.

This Form 10-Q also contains financial information related to Operating Company,
the privately held management company, as of and for the three and nine months
ended September 30, 2000. Operating Company was merged with and into a wholly
owned subsidiary of the Company on October 1, 2000, subsequent to the end of the
third quarter 2000. As a result, the financial information of Operating Company
is not included in the accompanying financial statements

10
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presented on pages 3 - 9. Please refer to Note 15 herein for summarized
financial data of Operating Company and "Operating Company Financial
Information" contained in the Company's Management's Discussion and Analysis on
pages 70 - 73 for more detailed financial information concerning Operating
Company .

OPERATIONS

Since the 1999 Merger and through September 30, 2000, the Company had
specialized in acquiring, developing and owning correctional and detention
facilities. Operating Company has been a private prison management company that
operated and managed the substantial majority of facilities owned by the
Company. As a result of the 1999 Merger and certain contractual relationships
existing between the Company and Operating Company, the Company has been
dependent on Operating Company for a significant source of its income. In
addition, the Company paid Operating Company for services rendered to the
Company in the development of its correctional and detention facilities. See the
information contained in the Company's Annual Report on Form 10-K for the year
ended December 31, 1999, as filed with the Securities and Exchange Commission
(the "Commission") on March 30, 2000 (the "Company's Form 10-K"), and Note 15
herein for a description of the historical contractual relationships between the
Company and Operating Company. As a result of liquidity issues facing Operating
Company and the Company, the parties amended the contractual agreements between
the Company and Operating Company during 2000. For a more complete description
of these amendments, see Note 15 herein.

As required by its governing instruments, the Company operated and has elected
to be taxed as a real estate investment trust, or REIT, for federal income tax
purposes with respect to its taxable year ended December 31, 1999. In connection
with the completion of the Restructuring (as more fully discussed in Note 17
herein), on September 12, 2000, the Company's stockholders approved an amendment
to the Company's Charter to remove the requirements that the Company elect to be
taxed and qualify as a REIT for federal income tax purposes commencing with the
Company's 2000 taxable year. As such, the Company will operate and be taxed as a
subchapter C corporation with respect to its taxable year ended December 31,
2000 and thereafter. Refer to Note 12 herein for additional information
regarding the Company's existing contingent tax matters and refer to Notes 10
and 17 herein for additional information regarding the Company's change in tax
status as a result of the Restructuring.

As the result of the acquisition of Operating Company on October 1, 2000 and the
expected acquisition of PMSI and JJFMSI during the fourth quarter of 2000, the
Company now specializes in owning, operating and managing prisons and other
correctional facilities and providing prisoner transportation services for
governmental agencies. The Company will provide a full range of related services
to governmental agencies, including managing, designing and constructing new
facilities and redesigning and renovating older facilities.

11
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2. FINANCIAL CONDITION OF THE COMPANY AND AMENDMENTS TO OPERATING COMPANY
LEASES AND OTHER AGREEMENTS

Financial Condition

The Company incurred a net loss for the three and nine months ended September
30, 2000 of $251.1 million and $351.0 million, respectively, and had a net
working capital deficiency of $1.2 billion at September 30, 2000. As a result of
the financial condition of the Company and Operating Company, certain existing
or potential events of default arose under the provisions of the Company's
indebtedness in January 2000. In addition, certain of the proposed Restructuring
transactions involving the Company were not permitted under the terms of the
Company's indebtedness. In June 2000, the Company obtained waivers of previously
existing events of default under, and amendments to, the provisions of its
Amended Bank Credit Facility, as hereinafter defined (the "June 2000 wWaiver and
Amendment") and its convertible subordinated notes to permit the Restructuring
and the amendments to the Operating Company Leases and the other contractual
arrangements between the Company and Operating Company. At September 30, 2000,
the Company was not in compliance with certain applicable financial covenants
contained in the amended and restated credit agreement governing the Company's
Amended Bank Credit Facility (the "Amended and Restated Credit Agreement"),
including: (i) debt service coverage ratio; (ii) interest coverage ratio; (iii)
leverage ratio; and (iv) net worth. The Company is required to provide Lehman
Commercial Paper Inc., the administrative agent of the Amended Bank Credit
Facility ("Lehman"), a certificate on a quarterly basis demonstrating compliance
with the then-applicable financial covenants contained in the Amended and
Restated Credit Agreement within 45 calendar days after the close of each fiscal
quarter, subject to an applicable grace period of five calendar additional days.
As a result, if the financial covenants described above are not amended on or
before November 17, 2000, an event of default will arise under the terms of the
Amended Bank Credit Facility. As more fully described in Note 8 herein, the
Company has initiated the process of soliciting the approval and consent of the
requisite percentage of the senior lenders to amend the terms of the Amended and
Restated Credit Agreement to replace certain existing financial covenants
contained therein and to permit certain additional transactions by the Company
(the "Proposed Consent and Amendment"). There can be no assurance, however, that
the Proposed Consent and Amendment will be obtained on or before November 17,
2000 and that, as a result, the Company will not be in default under the terms
of the Amended Bank Credit Facility, its 12.0% senior notes or its convertible
subordinated notes. Refer to Note 8 for discussion of the in pact of a potential
event of default.

Prior to September 30, 2000, the Company's business was the ownership,
development and leasing of correctional and detention facilities to qualified
third parties and government agencies. As the lessor of correctional and
detention facilities, the Company has been dependent upon the ability of its
tenants to make lease payments to the Company. Operating Company has been the
lessee of a substantial majority of the Company's facilities. Prior to September
30, 2000, Operating Company leased 35 of the 44 correctional and detention
facilities owned by the Company. In addition, the Company owns two office
buildings, one leased to Operating Company and one leased to TransCor America,
LLC, a wholly owned subsidiary of Operating Company ("TransCor"). Therefore, the
Company has been dependent for a substantial portion of its revenues on
Operating Company's ability to make the lease payments required under its lease
arrangements with Operating Company (the "Operating Company Leases") for such
facilities.

Operating Company incurred a net loss of $77.5 million and $216.9 million for
the three and nine months ended September 30, 2000, respectively, and had a net
working capital deficiency and a net capital deficiency at September 30, 2000.
Due to Operating Company's liquidity position, Operating

12
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Company was unable to make timely rental payments to the Company under the
original terms of the Operating Company Leases and had been required to defer
all scheduled payments of accrued interest on the $137.0 million promissory note
payable by Operating Company to the Company (the "Operating Company Note") as
more fully discussed in Note 15 herein.

The Company and Operating Company had previously amended the original terms of
the Operating Company Leases to defer, with interest, rental payments originally
due to the Company during the period from January 2000 to June 2000 until
September 30, 2000, with the exception of certain scheduled payments. Pursuant
to the terms of this amendment, Operating Company agreed to pay interest on such
deferred rental payments, at an annual rate equal to the current non-default
rate of interest applicable to Operating Company's revolving credit facility
(subject to adjustment if and to the extent that such rate of interest under
such existing revolving credit facility was adjusted) from the date such payment
would have been payable under the original terms of the Operating Company Leases
until the date such payment was actually paid. Operating Company's obligation to
make payments under the Operating Company Leases was not secured by any of the
assets of Operating Company, although the obligations under the Operating
Company Leases were cross-defaulted so that the Company could terminate all of
the Operating Company Leases if Operating Company failed to make required lease
payments.

On September 29, 2000, the Company and Operating Company entered into agreements
pursuant to which the Company forgave all unpaid amounts due and payable to the
Company through August 31, 2000, totaling approximately $226.1 million, related
to the Operating Company Leases, the interest due on the unpaid Operating
Company Leases balances and the interest accrued on the Operating Company Note.
See Note 15 herein for a more complete discussion of the agreement to forgive
these unpaid balances.

As of December 31, 1999, Operating Company was in default under the provisions
of its revolving credit facility, although such events of default were waived
subsequent to December 31, 1999. On September 15, 2000, Operating Company
replaced its revolving credit facility with a new revolving credit facility, as
further described in Note 15 herein, and was in compliance with the provisions
of its new revolving bank credit facility as of November 14, 2000.

As a result of Operating Company's financial and liquidity condition, the
independent public accountants of Operating Company indicated in their opinion
on Operating Company's 1999 consolidated financial statements that there is
substantial doubt about Operating Company's ability to continue as a going
concern. Matters such as continued operating losses by Operating Company,
declarations of events of default by the Company's and Operating Company's
creditors, the inability of Operating Company to make contractual payments to
the Company under the original terms of such agreements and the Company's
limited resources available to meet its operating, capital expenditure and debt
service requirements have had a material adverse impact on the Company's
combined and consolidated financial position, results of operations and cash
flows. The Company's independent public accountants indicated in their opinion
on the Company's 1999 consolidated financial statements that there is
substantial doubt about the Company's ability to
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continue as a going concern. The condensed combined and consolidated financial
statements do not include any adjustments relating to the recoverability of
asset carrying amounts or the amounts of liabilities that might result should
the Company be unable to continue as a going concern.

In order to address certain of the liquidity issues facing both the Company and
Operating Company, effective October 1, 2000, the Company completed certain
elements of the Restructuring and the Operating Company Merger, as more fully
discussed in Note 17 herein. As a result of the Restructuring and the Operating
Company Merger on October 1, 2000, the existing Operating Company Leases were
cancelled. Although the Company has completed certain elements of the
Restructuring and completed the Operating Company Merger, thereby simplifying
the corporate structure and relationship between Operating Company and the
Company, the Company has limited resources currently available to it to meet its
operating, capital and debt service requirements. As a result, the Company
currently is, and will continue to be, dependent on its ability to borrow funds
under the terms of its Amended Bank Credit Facility, as hereinafter defined, to
meet these requirements. Subject to the obtainment of the Proposed Consent and
Amendment, the Company believes that it will have sufficient resources to meet
its operating, capital and debt service requirements. There is no assurance,
however, that the Company will obtain the Proposed Consent and Amendment.

Management is currently developing a plan to improve operating profits as well
as address the overall financial condition of the Company including, but not
limited to: (i) the potential refinancing of all or a portion of the Company's
borrowings; (ii) capital raising transactions; (iii) renegotiating the operating
management contracts with customers of Operating Company, PMSI, and JJFMSI; (iv)
cost containment strategies; (iv) potential asset divestitures; and (v) refining
the Company's financial projections. The implementation of this plan could
result in significant cash and noncash charges to the Company's statement of
operations in future periods including, but not limited to: losses on
disposition of assets, asset impairment charges, write-off of unamortized debt
issuance costs, costs incurred in the issuance of debt or equity, employee
severance costs, and professional fees.

AMENDMENTS TO OPERATING COMPANY LEASES AND OTHER AGREEMENTS

In an effort to address the liquidity needs of Operating Company prior to the
completion of the Restructuring, and as permitted by the terms of the June 2000
wWaiver and Amendment to the Company's Amended Bank Credit Facility, the Company
and Operating Company amended the terms of the Operating Company Leases in June
2000. As a result of this amendment, lease payments under the Operating Company
Leases were due and payable on June 30 and December 31 of each year, instead of
monthly. In addition, the Company and Operating Company agreed to defer, with
interest, and with the exception of certain scheduled payments, the first
semi-annual rental payment under the revised terms of the Operating Company
Leases, due June 30, 2000, until September 30, 2000.
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As of September 29, 2000, the Company forgave all unpaid amounts due and payable
to the Company through August 31, 2000 related to the Operating Company Lease,
including unpaid interest, as further described in Note 15 herein.

In connection with the amendments to the Operating Company Leases deferring a
substantial portion of the rental payments due to the Company thereunder, the
terms of the June 2000 Waiver and Amendment to the Company's Amended Bank Credit
Facility conditioned the effectiveness of the June 2000 Waiver and Amendment
upon the deferral of the Company's payment of fees to Operating Company which
would otherwise be payable pursuant to the terms of the Amended and Restated
Tenant Incentive Agreement, the Business Development Agreement and the Amended
and Restated Services Agreement, each as hereinafter defined. The Company and
Operating Company deferred, with interest, the payment of such amounts. The
terms of Operating Company's revolving credit facility, as amended pursuant to
the terms of a waiver obtained from the lenders under the revolving credit
facility, permitted the deferral of these payments. In connection with the
Operating Company Merger, the Operating Company Leases, Amended and Restated
Tenant Incentive Agreement, the Business Development Agreement and the Amended
and Restated Services Agreement were cancelled, as more fully described in Notes
15 and 17 herein.

During 2000, the Company has recognized rental income, net of reserves, from
Operating Company based on the actual cash payments received. In addition, the
Company has continued to record its obligations to Operating Company under the
various agreements discussed above.

See Note 17 regarding the Restructuring of the Company as part of management's
ongoing efforts to address its current liquidity and capital constraints.

3. 1999 MERGER TRANSACTIONS

For a complete description of the 1999 Merger transactions, please see the
information contained in the Company's Form 10-K.

4. BASIS OF PRESENTATION

The condensed combined and consolidated financial statements include the
accounts of the Company on a consolidated basis with its wholly owned
subsidiaries as of and for each period presented. The condensed combined and
consolidated financial statements also include the accounts of PMSI and JJFMSI
as of September 30, 2000 and for the month ended September 30, 2000 on a
combined basis.

The Company holds equity investments in PMSI and JJFMSI which entitle the
Company to 95% of each of PMSI's and JJFMSI's economic interests. Prior to
September 1, 2000, the Company has accounted for its investments in PMSI and
JJFMSI under the equity method due to the nonconsolidation rules governing the
financial reporting of REITs.

During the month of September 2000, wholly owned subsidiaries of PMSI and JJFMSI
entered into separate transactions with each of PMSI's and JJFMSI's respective
non-management, outside shareholders to reacquire all of the
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outstanding voting stock of those non-management, outside shareholders,
representing 85% of the outstanding voting stock of each entity for cash
payments.

Due to the repurchase by the wholly owned subsidiaries PMSI and JJFMSI of the
non-management, outside shareholders' equity interests, the Company is required
to include the financial position and results of operations of each of PMSI and
JJFMSI in the Company's financial statements on a combined basis as of a date no
later than the date the equity interests of the non-management, outside
shareholders were reacquired. The accompanying condensed combined and
consolidated financial statements reflect the combined results of operations of
PMSI and JJFMSI beginning September 1, 2000. The resulting increase in the
Company's assets and liabilities as of September 1, 2000 as a result of
combining the balance sheets of PMSI and JJFMSI has been treated as a non-cash
transaction in the accompanying combined statement of cash flows for the nine
months ended September 30, 2000, with the September 1, 2000 cash balances of
PMSI and JJFMSI included in cash and cash equivalents, beginning of period.
Consistent with the Company's previous financial statement presentations, the
Company has presented its economic interests in each of PMSI and JJFMSI under
the equity method for all periods prior to September 1, 2000. All material
intercompany transactions and balances have been eliminated in combining the
consolidated financial statements of the Company and its wholly owned
subsidiaries with the respective financial statements of PMSI and JJFMSI.

Although the Company's consolidated financial position and results of operations
presented in the accompanying financial statements are presented on a combined
basis with the financial positions and results of operations of PMSI and JJFMSI,
the Company does not control the assets and liabilities of either PMSI or
JJFMSI. Additionally, the Company is only entitled to receive dividends on its
non-voting common stock upon declaration by the respective boards of directors
of PMSI and JJFMSI. As such, the following financial information presents the
Company's, PMSI's and JJFMSI's individual balance sheets as of September 30,
2000 on a combining basis and the Company's individual statements of operations
and cash flows for the three months ending September 30, 2000 and PMSI's and
JJFMSI's individual statements of operations and cash flows for the one month
ending September 30, 2000 on a combining basis.
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Corrections Corporation of America and Subsidiaries

(formerly Prison Realty Trust, Inc.)
Combining Balance Sheets

September 30, 2000

(Unaudited and Amounts in Thousands)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Restricted cash

Accounts receivable, net of allowances
Receivable from Operating Company
Receivable from PMSI and JJFMSI

Income tax receivable
Prepaid expenses
Deferred tax assets
Other current assets

Total current assets

PROPERTY AND EQUIPMENT, NET
OTHER ASSETS:

Notes receivable
Investments in direct financing leases
Investment in contracts

Investment in affiliates and others

Deferred tax assets
Other

Total assets

(CONTINUED)
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CONSOLIDATED
CCA

2,133,387

137,000
146, 227

104, 824

PMSI

$ 1,740

23,918

JJFMSI

$12,375

20, 358

$74,401

COMBINING
ENTRIES

(6,000)H
(6,000)T

(12,000)

(22,986)E
(11, 714)F
797 G
(44, 442)C
(39,508)D
(797)6
(1,828)A
(917)B
(3,087)J

COMBINED

$ 16,501
9,571
49,412
7,962

34,756
1,636
11,977
9,561

141,376
2,166,472

137, 616
146, 227
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Corrections Corporation of America Subsidiaries
(formerly Prison Realty Trust, Inc.)
Combining Balance Sheet
September 30, 2000
(Unaudited and Amounts in Thousands)
(Continued)

CONSOLIDATED

CURRENT LIABILITIES:

Accounts payable $ 13,108 $ 7,230
Payable to CCA -- 6,000
Payables to Operating Company 17,768 4,080
Accrued salaries and wages 690 1,491
Accrued interest 10,284 --
Income taxes payable 8,968 --
Distributions payable 4,735 --
Dividends payable to CCA -- 1,828
Other accrued expenses 116,184 5,835
Bank credit facility 967,782 --
Senior notes 100, 000 --
Convertible subordinated notes and other
debt 72,708 --
Total current liabilities 1,312,227 26,464
Deferred tax liabilities 183,993 --
Deferred gains on sales of contracts 98, 037 186
Other liabilities 413 --
Total liabilities 1,594,670 26,650
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred Stock - Series A 107,500 --
Preferred Stock - Series B 144,994 --
Common Stock - Class A; $0.01 (one cent)
par value 1,186 --
Additional paid-in capital 1,203,706 --
Retained deficit (393,240) --
Treasury stock, at cost (242) --
Equity of CCA 1,063,904 --
Equity of PMSI -- 46,781
Equity of JJFMSI -- --
Total stockholders' equity 1,063,904 46,781
Total liabilities and stockholders' equity $ 2,658,574 $ 73,431

JJFMSI

$ 6,566
6,000

3,681
2,656

$ 74,401

PMSI Dividend Payable to CCA

JJFMSI Dividend Payable to CCA

Eliminate and reclassify 95% of PMSI's net equity

Eliminate and reclassify 95% of JJFMSI's net equity

Eliminate CCA Deferred Gain against PMSI investments in contracts
Eliminate CCA Deferred Gain against JJFMSI investments in contracts
Eliminate excess investment in contracts against investment in affiliates
Eliminate the $6,000 indemnification fee for PMSI

Eliminate the $6,000 indemnification fee for JJFMSI

Reclassify Non-current Deferred Tax Assets to Net with Non-current Deferred
Tax Liabilities

18

COMBINING
ENTRIES

$ -
(6,000)H
(6,000)I

(1,séé)A
(917)B

(14,745)

(3,087)3J
(22,986)E
(11,714)F

(44,442)C
(39,508)D

COMBINED

$ 26,904

25,529
4,837
10, 284
8,968
4,735

128,613

967,782
100, 000

1,356,760

180, 906
63,523

107, 500
144,994

1,186
1,203,706

(393,240)
(242)



20

Corrections Corporation of America

(formerly Prison Realty Trust,

Inc.)

Combining Statement of Operations
Three Months Ended September 30, 2000
(Unaudited and Amounts in Thousands)

REVENUES:
Management
Rental
Trade name use agreement from Operating

EXPENSES:
Operating

Company

Trade name use agreement to Operating Company

Lease

Administrative service fee to Operating

General and administrative

Depreciation and amortization

Write-off of amounts under lease
arrangements (See Note 15)

Impairment loss (See Note 6)

OPERATING INCOME (LOSS)

Equity (earnings) loss and amortization
deferred gain

Interest expense, net

Other income

Strategic investor fees (See Note 7)

Unrealized foreign currency transaction
loss (See Note 6)

(Gain) loss on disposals of assets (See

Stockholder litigation settlements (See

INCOME (LOSS) BEFORE INCOME TAXES AND
MINORITY INTEREST

Company

of

Note 16)
Note 12)

PROVISION (BENEFIT) FOR INCOME TAXES (See Note 10)

NET LOSS BEFORE MINORITY INTEREST

MINORITY INTEREST IN NET LOSS OF PMSI AND
JJFMSI

NET LOSS
DIVIDENDS TO PREFERRED STOCKHOLDERS - A
DIVIDENDS TO PREFERRED STOCKHOLDERS - B

NET LOSS AVAILABLE TO COMMON
STOCKHOLDERS

Consolidated
Three Months
Ended September
CCA

(23,160)

7,902
35,765

(3,099)
(7,150)

2,012
(604)
75,406

(133,392)

117,731

(251,123)

2,150
435

$ (253,708)

One Month
Ended
September
PMSI

6,000

$ (2,069)

One Month
Ended
September
JJIFMSI

(95)
(28)

6,000

$ (4,286)

A-Eliminate equity earnings and establish minority interest
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Combining
Entries

(6,037)A

Combined

(21,850)

1,770

35,741

(3,099)
4,850

2,012
3,023
75,406

(141,553)

109, 888

(251,123)

2,150
435



21

Corporation of America and Subsidiaries
(formerly Prison Realty Trust, Inc.)
Combining Statement of Operations
Nine Month Ended September 30, 2000
(Unaudited and Amounts in Thousands)

Consolidated One Month One Month
Nine Months Ended Ended
Ended September September September Combining
CCA PMSI JJIFMSI Entries Combined
REVENUES:
Management $ -- $ 14,431 $11,635 $ $ 26,066
Rental 38,390 -- -- 38,390
Trade name use agreement from Operating Company 7,566 -- -- 7,566
45,956 14,431 11,635 72,022
EXPENSES:
Operating 308 11,861 9,623 21,792
Trade name use agreement to Operating Company 278 223 501
Lease 22 234 256
Administrative service fee to Operating Company 450 450 900
General and administrative 10, 464 209 79 10, 752
Depreciation and amortization 40,443 869 458 41,770
Write-off of amounts under lease
arrangements (See Note 15) 11,920 11,920
Impairment loss (See Note 6) 19,239 19,239
82,374 13,689 11,067 107,130
OPERATING INCOME (LOSS) (36,418) 742 568 (35,108)
Equity earnings and amortization of
deferred gain (1,086) -- (95) (6,037) A (7,218)
Interest expense, net 95,525 4 (28) 95,501
Other income 3,099 -- -- 3,099
Strategic investor fees (See Note 7) 21,003 6,000 -- 33,003
Unrealized foreign currency transaction
loss (See Note 6) 9,440 -- 6,000 9,440
(Gain) loss on disposals of assets (See Note 16) (303) -- 3,627 3,324
Stockholder litigation settlements (See Note 12) 75,406 -- -- 75,406
INCOME (LOSS) BEFORE INCOME TAXES AND
MINORITY INTEREST (233,304) (5,262) (8,936) 6,037 (241, 465)
PROVISION (BENEFIT) FOR INCOME TAXES (See Note 10) 117,731 (3,193) (4,650) 109, 888
NET LOSS BEFORE MINORITY INTEREST (351, 035) (2,069) (4,286) 6,037 (351, 353)
MINORITY INTEREST IN NET LOSS OF PMSI AND
JIFMSI -- 318 A 318
NET LOSS (351, 035) (2,069) (4,286) 6,355 (351, 035)
DIVIDENDS TO PREFERRED STOCKHOLDERS - A 6,450 -- -- -- 6,450
DIVIDENDS TO PREFERRED STOCKHOLDERS - B 434 -- -- -- 434
NET LOSS AVAILABLE TO COMMON
STOCKHOLDERS $ (357,919) $ (2,069) $(4,286) $ 6,355 $(357,919)

A Eliminate equity earnings and establish minority interest

20



22
Corrections Corporation of America and Subsidiaries
(formerly Prison Realty Trust, Inc.)
Combining Statement of Cash Flows
For the Nine Months Ended September 30, 2000
(Unaudited and Amounts in Thousands)

Consolidated
Nine Months
September
CCA

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $(351,035)
Adjustments to reconcile net loss to net cash provided by

(used in) operating activities:

Depreciation and amortization 40,443
Amortization of debt issuance costs 11,161
Provision for change in tax status 125,024
Deferred income taxes 17,839
Equity in (earnings) losses of unconsolidated

entities and amortization of deferred gain (1,087)
Write-off of amounts under lease agreement 11,920
Foreign currency transaction loss 9,440
Other noncash items 1,653
Loss on disposals of assets (303)
Writedown on properties held for sale 19,239

Minority interest --
Changes in assets and liabilities, net:

Accounts receivable (539)
Receivable from Operating Company 20,646
Receivable from PMSI and JJFMSI (10,717)
Income tax receivable (28,882)
Prepaid expenses (428)
Other assets (3,548)
Accounts payable (23,456)
Payable to Operating Company 2,532
Payables to CCA --
Income taxes payable 3,492
Other accrued expenses 98,554

Deferred gains on sales of contracts --

Net cash provided by (used in)
operating activities (58,052)

CASH FLOWS FROM INVESTING ACTIVITIES:

Additions of property and equipment, net (73,441)
Decrease in restricted cash 14,838
Increase in other assets (529)
Payments received on investments in affiliates 6,686

Payments received on direct financing leases and
notes receivable 3,842
Net cash used in investing activities (48,604)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of short-term debt --

Proceeds from line of credit, net 39,548
Payment on debt (63)
Payment of debt issuance costs (10,261)
Preferred stock issuance costs (175)
Payment of dividends --
Distributions paid on preferred shares (4,300)
Purchase of common stock (200)

Purchase of treasury stock by PMSI and JJFMSI --

Net cash provided by (used in)
financing activities 24,549
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One Month
September
PMSI

$(2,069)

869

(122)

One Month
September
JJIFMSI

$(4,286)

458

(1,501)

(94)

Combining
Entries

(318)

12,000

(12,000)

Combined

$(351,035)

41,770
11,161
125,024
16,216

(7,218)
11,920
9,440
1,673
3,325
19, 239

(318)

(2,183)
20, 646
1,283
(34,756)
(342)
(884)
(25,184)
3,413
0

3,492

92,960
62

(73,738)
14,838

(529)
6,686
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Corrections Corporation of America and Subsidiaries
(formerly Prison Realty Trust, Inc.)
Combining Statements of Cash Flows
For the Nine Months Ended September 30, 2000
(in Thousands)

(Continued)

Combining
CCA PMSI JJIFMSI Entries Combined
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (82,106) (8,247) 369 0 (89,984)
CASH AND CASH EQUIVALENTS, beginning of period 84,493 9,987 12,006 0 106,486
CASH AND CASH EQUIVALENTS, end of period $ 2,387 $(1,740) $12,375 $ -- $ 16,502
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION:
Cash paid during the period for:
Interest $ 95,306 $ 22 $ 11 $ -- $ 95,339
Income taxes $ 741 $ 751 $ 983 $ -- $ 2,475
The accompanying interim condensed combined and 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 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 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 Form 10-K with respect to certain significant accounting and
financial reporting policies as well as other pertinent information of
the Company.
5. OTHER CURRENT ASSETS
As of September 30, 2000 and December 31, 1999, other current assets
consists of the following (in thousands):
September 30, 2000 December 31, 1999
Current portion of direct financing lease $ 4,951 $ 3,804
Other 4,610 1,831
Total other current assets $ 9,561 $ 5,635

22



24
6. PROPERTY AND EQUIPMENT

At September 30, 2000, the Company owned 44 correctional and detention
facilities with an aggregate cost of $2.2 billion. At September 30, 2000,
Operating Company leased 35 correctional and detention facilities from the
Company, governmental agencies leased six facilities from the Company, and
private operators leased three facilities from the Company. At September 30,
2000, the Company also owned two corporate office buildings, one of which was
leased to Operating Company and one of which was leased to TransCor. All
existing Operating Company Leases were cancelled as a result of the
Restructuring. See Note 17 herein for a discussion of the Restructuring.

Eleven of the facilities owned by the Company are subject to options that allow
various governmental agencies to purchase or otherwise assume the ownership of
these facilities. In addition, three of the facilities are constructed on land
that the Company leases from governmental agencies under ground leases. Under
the terms of those ground leases, the facilities become the property of the
governmental agencies upon expiration of the ground leases. The Company
depreciates these three properties over the term of the ground lease.

Included in Property and Equipment are approximately 268 acres of land in
California and approximately 83 acres in Maryland and the District of Columbia.
During the third quarter of 2000, the Company's management determined either not
to pursue further development or to reconsider the use of the land. As such, the
Company has reduced the carrying values of the land to their approximate net
realizable value ($1.5 million as of September 30, 2000), resulting in a charge
of $19.2 million for the three and nine months ended September 30, 2000.

During January 2000, the Company completed construction, at a cost of
approximately $89.4 million, of an 800-bed medium-security prison in Salford,
England and entered into a 25-year lease with Agecroft Prison Management, Inc.,
a Tennessee corporation ("APM"). The Company is accounting for the lease as a
direct financing lease. APM, a joint venture owned 50% by JJFMSI and 50% by
Sodexho Alliance, S.A. ("Sodexho"), is managing the operation of the prison for
the U.K. government.

In connection with the Company's Salford, England facility, the Company has a
direct financing lease, a note receivable and certain other short-term
receivables denominated in British pounds. Transaction gains and losses that
arise from exchange rate fluctuations on these assets are included in the
results of operations as incurred. As a result, the Company recognized realized
foreign currency transaction losses of $0.2 million and $0.3 million and
unrealized foreign currency transaction losses of $2.0 million and $9.4 million
for the three and nine months ended September 30, 2000, respectively.

See Note 2 herein for a discussion of management's plans which could affect the
carrying values of property and equipment.
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7. OTHER ACCRUED EXPENSES

As of September 30, 2000 and December 31, 1999, other accrued expenses consists
of the following (in thousands):

September 30, 2000 December 31, 1999

Stockholder litigation settlement $ 75,406 $ --
Strategic investor fees 28,965 1,148
Other 24,242 14,707

Total other accrued expenses $ 128,613 $ 15,855

As discussed more fully in Note 12 herein, the Company has entered into
definitive settlement agreements regarding the settlement of all outstanding
stockholder litigation against the Company and certain of its existing and
former directors and executive officers. The definitive settlement agreements
provide that the Company will pay or issue the plaintiffs an aggregate of: (i)
approximately $47.5 million in cash payable solely from the proceeds under
certain insurance policies; and (ii) approximately $75.4 million in shares of
the Company's common stock. As of September 30, 2000, the Company has accrued
$75.4 million associated with the future common stock issuance under the
stockholder litigation settlement.

Oon April 16, 2000, the Company terminated previously existing agreements with a
group of investors led by the Fortress/Blackstone investment group
("Fortress/Blackstone") regarding a series of previously announced restructuring
transactions in favor of a restructuring led by Pacific Life Insurance Company
("Pacific Life"). Subsequently, on June 30, 2000, the Company terminated its
agreements with Pacific Life. In connection with the proposed restructuring
transactions with Fortress/Blackstone and Pacific Life and the completion of the
Restructuring, including the Operating Company Merger, the Company terminated
the services of one of its financial advisors during the third quarter of 2000.
Under the terms of the Company's agreement with the financial advisor, the
Company may be required to pay such advisor $5.0 million as a fee for investment
advisory services. The Company is currently reviewing its obligations under such
agreement. As a result of the termination of the Fortress/Blackstone led
restructuring, under the terms of the securities purchase agreement with
Fortress/Blackstone, the Company may be obligated to pay Fortress/Blackstone a
$15.7 million commitment fee and a $7.5 million break-up fee. In connection with
the termination of both the Fortress/Blackstone led restructuring and the
Pacific Life led restructuring, the Company may be obligated to reimburse these
parties for certain expenses incurred by them. As of September 30, 2000, the
Company has accrued approximately $29.0 million in strategic investor fees in
connection with the termination of the Fortress/Blackstone, Pacific Life, and
financial advisor restructuring transaction agreements.
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8. DEBT

THE CREDIT FACILITY AND AMENDED CREDIT FACILITY
TERMS AND CONDITIONS

On January 1, 1999, in connection with the completion of the 1999 Merger, the
Company obtained a $650.0 million secured bank credit facility from NationsBank,
N.A., as administrative agent, and several U.S. and non-U.S. banks. The bank
credit facility included 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 loan required quarterly principal
payments of $0.6 million throughout the term of the loan, with the remaining
balance maturing on January 1, 2003. The revolving loans were to mature on
January 1, 2002. Interest rates, unused commitment fees and letter of credit
fees on the bank credit facility were subject to change based on the Company's
senior debt rating. The bank credit facility was secured by mortgages on the
Company's real property.

On August 4, 1999, the Company completed an amendment and restatement of the
bank credit facility (the "Amended Bank Credit Facility") increasing amounts
available to the Company under the original bank credit facility to $1.0 billion
through the addition of a $350.0 million tranche C term loan. The tranche C term
loan is payable in equal quarterly installments in the amount of $0.9 million
through the calendar quarter ending September 30, 2002, with the balance to be
paid in full on December 31, 2002. The maturity of the term loan under the
original bank credit facility was changed to December 31, 2002, with the
maturity of the revolving loan under the bank credit facility remaining January
1, 2002. Lehman replaced NationsBank, N.A. as administrative agent of the
Amended Bank Credit Facility.

The Amended Bank Credit Facility, similar to the original bank credit facility,
provided for interest rates, unused commitment fees and letter of credit fees to
change based on the Company's senior debt rating. Similar to the terms of the
original bank credit facility, the Amended Bank Credit Facility (prior to the
execution of the June 2000 Waiver and Amendment) was to bear 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. Prior to the June 2000 Waiver and Amendment, the spread
ranged from 0.5% to 2.25% for base rate loans and from 2.0% to 3.75% for LIBOR
rate loans. These ranges replaced the original spread ranges of 0.25% to 1.25%
for base rate loans and 1.375% to 2.75% for LIBOR rate loans. Prior to the June
2000 wWaiver and Amendment, the term loan portions of the Amended Bank Credit
Facility were to bear interest at a variable rate equal to 3.75% to 4.0% in
excess of LIBOR, or 2.25% to 2.5% in excess of a base rate. This rate replaced
the variable rate equal to 3.25% in excess of LIBOR, or 1.75% in excess of a
base rate, in the original bank credit facility.

The rating on the Company's bank indebtedness was lowered from Ba3 to Bal during
the first quarter of 2000. The rating on the Company's senior unsecured
indebtedness was lowered from Bl to B2, and the rating on the Company's 8.0%
Series A Preferred Stock, $0.01 par value per share (the "Series A Preferred
Stock"), was lowered from Ba3 to B3. As a result, the interest rate applicable
to outstanding amounts under the Amended Bank Credit Facility was increased by
0.5%. The rating on the Company's
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indebtedness was also lowered during the second quarter of 2000, although no
interest rate increase was attributable to the rating adjustment. Upon the
lenders' determination that the Company is in default under the terms of the
Amended Bank Credit Facility, the Company is required to pay a default rate of
interest equal to the rate of interest as determined based on the terms
described above, plus 2.0%. As discussed below, prior to the execution of the
June 2000 Waiver and Amendment to the Amended Bank Credit Facility, the Company
was in default under the Amended Bank Credit Facility and, consequently, was
subject to the default rate of interest, effective from January 25, 2000 until
June 9, 2000. As a result of the execution of the June 2000 waiver and
Amendment, however, the Company has not been in default under the Amended Bank
Credit Facility and has not been obligated to continue to pay the applicable
default rate of interest with respect to outstanding amounts under the Amended
Bank Credit Facility.

The Company incurred costs of $59.2 million during 1999 in consummating the
original bank credit facility and the Amended Bank Credit Facility transactions,
including $41.2 million related to the Amended and Restated Credit Agreement.
The Company wrote off $9.0 million of unamortized costs as interest expense
related to the original bank credit facility upon completion of the Amended and
Restated Bank Credit Facility in 1999. The Company also incurred and capitalized
costs of approximately $9.0 million in consummating the June 2000 Waiver and
Amendment described below.

In accordance with the terms of the Amended Bank Credit Facility, the Company
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.

The Amended Bank Credit Facility, similar to the terms of the original bank
credit facility, is secured by mortgages on the Company's real property.
Borrowings are limited based on a borrowing base formula that considers, among
other things, eligible real estate. Prior to execution of the June 2000 Waiver
and Amendment, the Amended Bank Credit Facility contained certain 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 Bank Credit Facility also restricted the Company's ability to pay
any cash dividends in connection with its qualification as a REIT. As a result,
the Company distributed shares of its Series B Preferred Stock as described in
Note 11 herein in connection with the satisfaction of its remaining REIT
distribution requirements for its 1999 taxable year.

JUNE 2000 WAIVER AND AMENDMENT

Following the approval of the requisite senior lenders under the Amended Bank
Credit Facility, the Company, certain of its wholly owned subsidiaries, various
lenders and Lehman, as administrative agent, executed the June 2000 Waiver and
Amendment, dated as of June 9, 2000, to the provisions of the Amended and
Restated Credit Agreement. Upon effectiveness, the June 2000 Waiver and
Amendment waived or addressed all then existing events of default under the
provisions of the Amended and Restated Credit Agreement that resulted from: (i)
the financial condition of the Company and Operating Company;
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(ii) the transactions undertaken by the Company and Operating Company in an
attempt to resolve the liquidity issues of the Company and Operating Company;
and (iii) previously announced restructuring transactions. The June 2000 Waiver
and Amendment also contained certain amendments to the Amended and Restated
Credit Agreement, including the replacement of existing financial ratios
contained in the Amended and Restated Credit Agreement applicable to the Company
with new financial ratios following completion of the Restructuring. As a result
of the June 2000 Waiver and Amendment, the Company began monthly payments of
amounts due for interest beginning July 2000.

In obtaining the June 2000 Waiver and Amendment, the Company agreed to complete
certain transactions which were incorporated as covenants in the June 2000
Waiver and Amendment. Pursuant to these requirements, the Company completed the
Restructuring, including the Operating Company Merger, the amendment of its
Charter to remove the requirements that it elect to be taxed as a REIT
commencing with its 2000 taxable year, the restructuring of management and the
distribution of shares of its Series B Cumulative Convertible Preferred Stock,
$0.01 par value per share (the "Series B Preferred Stock"), as described in
Notes 17 and 11, respectively, herein. The June 2000 Waiver and Amendment also
amended the terms of the Amended and Restated Credit Agreement to permit (i) the
amendment of the Operating Company Leases and the other contractual arrangements
between the Company and Operating Company, and (ii) the merger of each of PMSI
and JJFMSI with the Company, upon terms and conditions specified in the June
2000 Waiver and Amendment. The Company has amended the Operating Company Leases
as allowed for under the 2000 Waiver and Amendment but has not yet merged each
of PMSI and JJFMSI with the Company.

The June 2000 Waiver and Amendment prohibited: (i) the Company from settling its
then outstanding stockholder litigation for cash amounts not otherwise fully
covered by the Company's existing directors' and officers' liability insurance
policies; (ii) the declaration and payment of dividends with respect to the
Company's currently outstanding Series A Preferred Stock prior to the receipt of
net cash proceeds of at least $100.0 million from the issuance of additional
shares of common or preferred stock; and (iii) Operating Company from amending
or refinancing its revolving credit facility on terms and conditions less
favorable than Operating Company's then existing revolving credit facility.

As the result of the June 2000 Waiver and Amendment, the Company is generally
required to use the net cash proceeds received by the Company from certain
transactions, including the following transactions, to repay outstanding
indebtedness under the Amended Bank Credit Facility: (i) any disposition of real
estate assets; (ii) the securitization of lease payments with respect to the
Company's Salford, England facility; and (iii) the sale-leaseback of the
Company's headquarters. Under the terms of the June 2000 wWaiver and Amendment,
the Company is also required to apply a designated portion of its "excess cash
flow," as such term is defined in the June 2000 Waiver and Amendment, to the
prepayment of outstanding indebtedness under the Amended Bank Credit Facility.

As a result of the June 2000 Waiver and Amendment, the interest rate applicable

to outstanding borrowings under the Amended Bank Credit Facility was increased
by 0.5%.
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In connection with the June 2000 Waiver and Amendment, the Company borrowed
$25.0 million at the time of the execution of the June 2000 Waiver and Amendment
and an additional $25.0 million subsequently.

As of November 14, 2000, the Company was in compliance with the above provisions
of the June 2000 Waiver and Amendment, although certain potential events of
default existed as described below.

POTENTIAL EVENTS OF DEFAULT AND PROPOSED CONSENT AND AMENDMENT TO THE COMPANY'S
AMENDED AND RESTATED CREDIT AGREEMENT

On September 30, 2000, the Company was not in compliance with the following
applicable financial covenants contained in the Company's Amended and Restated
Credit Agreement: (i) debt service coverage ratio; (ii) interest coverage ratio;
(iii) leverage ratio; and (iv) net worth. The Company is required to provide to
Lehman a certificate demonstrating compliance with the then-applicable financial
covenants contained in the Amended and Restated Credit Agreement within 45 days
after the close of each fiscal quarter, subject to an applicable grace period of
five additional days. As a result, if the financial covenants described above
are not amended on or before November 17, 2000, an event of default will arise
under the terms of the Amended Bank Credit Facility.

In addition, effective September 29, 2000, Operating Company and each of PMSI
and JJFMSI amended the terms of the Administrative Services Agreements by and
between the Company and each of PMSI and JJFMSI to: (i) increase, as of January
1, 2000, the administrative services fee paid by each of PMSI and JJFMSI to
Operating Company and its successor as a result of the Operating Company Merger
from $260,000 per month to $450,000 per month, and (ii) to include, as of
January 1, 2000, a monthly payment to Operating Company and its successor from
PMSI and JJFMSI for the use of the name "Corrections Corporation of America" in
an amount equal to 2.0% of the monthly management revenues of PMSI and JJFMSI
(the "Administrative Services Amendments"). Effective September 29, 2000, each
of PMSI and JJFMSI have agreed to pay the Company $6.0 million in exchange for a
full indemnity by the Company for any and all liabilities incurred by PMSI or
JJFMSI in connection with the settlement or disposition of certain litigation
known as Prison Acquisition Company, LLC v. Prison Realty Trust, Inc., et al.
(the "Indemnification Agreements"). These agreements could potentially result in
an event of default under the Amended and Restated Credit Agreement. However, it
is anticipated that if the Proposed Consent and Amendment is obtained, these
agreements will not result in the declaration of an event of default by the
lenders under the Amended Bank Credit Facility.

The Company, through Lehman, has initiated the process of soliciting the consent
of the requisite percentage of the senior lenders to the Proposed Consent and
Amendment. The Proposed Consent and Amendment, if effected, would replace the
previously existing financial covenants contained in the Amended and Restated
Credit Agreement with the following financial covenants, each as defined in the
Proposed Consent and Amendment: (i) total leverage ratio; (ii) post merger
interest coverage ratio; (iii) fixed charge coverage ratio; (iv) ratio of total
indebtedness to total capitalization; (v) minimum post merger EBIDTA; and (vi)
total beds occupied ratio.
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In addition, the Proposed Consent and Amendment would consent to the execution
of the Administrative Services Amendments and the execution of the
Indemnification Agreements. The Proposed Consent and Amendment would also amend
the Amended and Restated Credit Agreement to permit the mergers of each of PMSI
and JJFMSI with and into the wholly owned subsidiary of the Company into which
Operating Company was previously merged.

The Proposed Consent and Amendment further provides that the Company will be
required to use commercially reasonable efforts to complete a "capital raising
event" on or before June 30, 2001. A "capital raising event" is defined in the
Proposed Consent and Amendment as any combination of the following transactions,
which together would result in net cash proceeds to the Company of $100.0
million: (i) an offering of the Company's common stock through the distribution
of rights to the Company's existing stockholders; (ii) any other offering of the
Company's common stock or certain types of the Company's preferred stock; (iii)
issuances by the Company of unsecured, subordinated indebtedness providing for
in-kind payments of principal and interest until repayment of the Amended Credit
Facility; (iv) certain types of asset sales by the Company, including the
sale-leaseback of the Company's headquarters. The Proposed Consent and Amendment
also contains limitations upon the use of proceeds obtained from the completion
of such "capital raising events". The requirements relating to'"capital raising
events" contained in the Proposed Consent and Amendment would replace the
requirement currently contained in the Amended and Restated Credit Agreement
that the Company use commercially reasonably efforts to consummate a rights
offering on or before December 31, 2000.

The maturities of the loans under the Amended Bank Credit Facility, as well as
the interest applicable to such loans, would remain unchanged as a result of the
Proposed Consent and Amendment. In consideration of the Proposed Consent and
Amendment, the Company will be required to pay to the lenders under the Amended
Bank Credit Facility a fee of $500,000.

The Company has limited resources currently available to it to meet its
operating, capital expenditure and debt service requirements. If an event of
default arises under the terms of the Amended and Restated Credit Agreement as a
result of the Company's failure to obtain the Proposed Consent and Amendment, or
as a result of the acceleration of the Company's other indebtedness, the senior
lenders under the Amended Bank Credit Facility are entitled, at their
discretion, to exercise certain remedies, including acceleration of the
Company's outstanding borrowings under the Amended and Restated Credit
Agreement. There can also be no assurance that the lenders under the Amended
Bank Credit Facility will consent to the Proposed Consent and Amendment or will
not seek to declare an event of default if the Proposed Consent and Amendment is
not executed prior to November 17, 2000.

In addition, the Company's 