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Investment Highlights 
 
1)  The GEO Group (“GEO”) reportedly in-line financial results for 
their Q1/2010 earlier this week, earning $0.34 per share on both 
GAAP and non-GAAP bases versus $0.29 per share in the prior year 
period. Revenues grew to $287.5 million in Q1/2010 versus $259.1 
million in Q1/2009, or an increase of 11.0%, led by sharp increases in 
GEO Care revenues (21.3%) from last year’s Columbia (SC) Regional 
activation and International Services (78.7%) due to new contracts in 
Australia and the UK. US Corrections revenues were essentially flat 
year-over-year, as new beds from expansions in Florida and 
Washington State offset the discontinuation of three contracts at 
managed facilities in Texas. Operating margins were essentially level 
year-over-year, as operating expenses as a percentage of revenue grew 
slightly in Q1/2010 due to a greater reliance on International and 
GEOCare, offset by lower general & admin expenses as the Company 
was able to reduce these costs through cost-cutting measures 
implemented over the past 12 months. Combined with lower 
depreciation and amortization expenses, a reduced tax rate, and a 
slightly lower share count from stock repurchases, GEO was able to 
improve earnings per share in Q1/2010 over Q1/2009. Adjusted 
EBITDA rose a solid 14% year-over-year to $35.6 million, or nearly 
$0.50 per share.   
 
2)  GEO management also provided guidance for Q2/2010, very close 
to results achieved in Q1, including earnings per share of $0.34-$0.36 
before a $0.01 charge for start-up costs for the new facility in Florida,  
on revenues of $280-$285 million, including $7 million in construction 
revenues. For the year, GEO management has guided to revenues of 
$1.10 to $1.12 billion (an increase of 5% year-over-year) and earnings 
per share of $1.40-$1.48, above last year’s earnings at least on the 
upper end of the range. For our estimates, we are trending toward the 
upper end of the range of guidance for both the second quarter and the 
full year 2010, at earnings per share of $0.36 for Q2/2010 and $1.45 
for the year as a whole. Our estimates assume slightly improving 
operating margins and earnings per share as the year progresses, 
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thanks to cost saving measures, share buybacks, and the opening late in the year of the new facility in the 
Florida panhandle. Our assumptions do not include any effect from the pending Cornell acquisition. 
 
3)  An uncertain economic and funding environment for corrections (among other areas) has allowed GEO Care 
to focus on finishing up existing expansions in Michigan and Colorado and a new build in Florida, as well as 
improving operating efficiencies in the US corrections market, both through paring less profitable contracts and 
through economy-driven cost-cutting initiatives. International and GEOCare divisions have picked up the slack 
growth-wise this year, however, and next year should see growth in the US through the pending consolidation 
with Cornell at the very least. Solid cash flow and share price uncertainty have also allowed the Company to 
step up their share repurchase program this year, and with more authorization available and a recent market 
correction, GEO may be able to buy back more this year, setting the stage for earnings per share growth 
especially in 2011.  
 
Conclusion/Stock Valuation 
 
GEO shares bounced back this spring on investor enthusiasm over the pending Cornell acquisition, at least until 
recently. With a strengthened balance sheet, positive revenue growth and earnings, a pending positive 
acquisition, improving margins, and new openings and contracts, GEO has an enviable position in a growing 
industry, and current discount valuation multiples warrant a Buy rating and a 12-18 month price target of 
$27.50, just 19X estimated 2010 earnings of $1.45 per share.  
 
Risk Factors 
 
GEO is reliant on funding from state governments, the US federal government, and other foreign governments 
to provide reimbursement for its prison facilities. Currently, several large US states including California and 
Florida are experiencing budget difficulties which could inhibit the growth of the Company’s business, despite 
severe overcrowding for many states. In addition, GEO has experienced several cases where inmates or families 
of inmates sue the prison facility operator, and the increasing incidence of inmates being sent outside their home 
state has exacerbated this trend. 
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Source: Dawson James Securities, Inc. estimates; Company documents
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Important Disclosures: 
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Price target and ratings changes over the past 3 years: 
Initiated – January 2, 2010 – Target $27.50  
 
Analyst Certification: The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this 
report accurately reflect his personal views about any and all of the subject securities or issuers discussed; and 2) no part of the 
research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by 
the research analyst in this research report; and 3) All Dawson James employees, including the analyst(s) responsible for preparing this 
research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various 
factors, including total revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment 
vehicles consisting of components of the compensation generated by investment banking activities, including but not limited to shares 
of stock and/or warrants, which may or may not include the securities referenced in this report. 
  
Dawson James has not received investment banking compensation from the company mentioned in this report and is not actively 
seeking compensation for investment banking services in the future.  Dawson James does not make a market in this security.  Neither 
the research analyst whose name appears on this report nor any member of his household is an officer, director or advisory board 
member of the company.  Dawson James did not receive any other compensation from the company in the previous 12 months. The 
Firm and/or its directors and employees may own securities of the company(s) in this report and may increase or decrease holdings in 
the future. 
 
Ratings definitions: 1) Buy: the stock is expected to appreciate and produce a total return of at least 20% over the next 12-18 
months; 2) Neutral: the stock is fairly valued for the next 12-18 months; and 3) Sell: the stock is expected to decline at least 20% over 
the next 12-18 months and should be sold. 
 

 Company Coverage Investment Banking 
Ratings Distribution # of Companies % of Total # of Companies % of Totals 
Buy 12 86% 6 50% 
Neutral 2 14% 2 100% 
Sell 0 0% 0 0% 
Total 14 100% 8 57% 

 

Information about valuation methods and risks can be found in the “CONCLUSION/STOCK 
VALUATION” and “RISKS” sections of this report. 
 
DAWSON JAMES SECURITIES, INC., Member SIPC, FINRA, (the "Firm") does not make a market in these securities.  The Firm may perform or seek to perform investment banking services for these 
companies in the future. Analysts receive no direct compensation in connection with the firm's investment banking business. All Dawson James employees, including the analyst(s) responsible for 
preparing this research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various factors, including total revenues of Dawson James and 
its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but not 
limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report. The Firm, its officers, directors, analysts or employees may effect transactions in and have 
long or short positions in the securities (or options or warrants with respect thereto) mentioned herein. Although the statements of fact in this report have been obtained from and are based upon 
recognized statistical services, issuer reports or communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates included in this 
report constitute the analyst’s judgment as of the date of this report and are subject to change without notice. The Firm may effect transactions as principal or agent in the securities mentioned herein.  The 
securities discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives and financial position. This report is offered for informational purposes 
only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request. 
 
 


