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INTRODUCTORY NOTE

This Amendment No. 1 to The GSI Group, Inc.'s (the "Company's") Annual
Report on Form 10-K for the fiscal year ended December 31, 2002 (the "Form
10-K/A"™) includes restated consolidated financial statements as of December 31,
2002 and 2001. The accompanying restated consolidated financial statements,
including the notes thereto, have been revised to reflect the restatement.

The restatement was initially disclosed in the Company's Current Report on
Form 8-K, filed on March 8, 2005 and was reflected in Company's Annual Report on
Form 10-K for the vyear ended December 31, 2004. The Company has restated in
this Form 10-K/A 1its consolidated balance sheets as of December 31, 2002 and
2001, and consolidated statements of operations, cash flows and stockholders'
deficit for the fiscal years ended December 31, 2002 and 2001 to reflect this
restatement.

This Form 10-K/A amends and restates Items 6, 7 and 8 of Part II and Items
11, 13 and 14 of Part III of the original Form 10-K, and no other information
included in the original Form 10-K is amended hereby. Although not amended or
updated, all other Items of the original Form 10-K are contained herein for the
convenience of the reader.

All referenced amounts in this Form 10-K/A for prior periods and prior
period comparisons reflect the balances and amounts on a restated basis.

Except with respect to Item 14 of Part III, the information set forth under
"Forward-Looking Statements" and the statements included in this Introductory
Note, this Form 10-K/A has not been updated for changes in events, estimates or
other developments subsequent to March 31, 2003, the date of filing of the
Company's Annual Report on Form 10-K for the fiscal year ended December 31,
2002. For a discussion of these subsequent events and developments as well as
revisions to prior estimates, please refer to the Company's Form 10-K for the
year ended December 31, 2004.

During the 2004 vyear-end closing process, the Company discovered
unintentional accounting errors in prior vyears' financial statements. The
errors have Dbeen corrected 1in the accompanying 2002 and 2001 financial
statements. A description of the errors and related impact of each on the
financial statements follows. Amounts are stated in whole dollars.

- At the end of 2001, the Company began the process of shutting down its
Mason City, Iowa plant, which served as the headquarters for its DMC subsidiary.
As the Company Dbegan the revenue cycle process at its corporate headquarters,
cost of sales estimates were understated during 2002, while cost accounting
records were being developed for the products previously handled by the Mason
City employees, which caused the remaining inherited inventory costs to be
overstated Dby approximately $6.5 million. The Company became aware of the
overstatement in early 2003, but erroneously assigned the overstated value to
inventory that would flow through the cost of sales over the next few years.
This erroneous correction reduced the stated wvalue of the inventory by
approximately $2.2 million in 2003 and $4.3 million in 2004. During the 2004
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year—-end closing process, this issue was re-examined, and the Company determined
that 1t would be appropriate to restate the 2002 cost of sales and year-end
inventory, the period when the overstatement occurred.

- In 1997, the majority shareholder sold non-voting shares to certain
employees at an arm's length market value price. The majority shareholder
helped finance each employee purchase with a non-recourse interest-bearing note
with each employee with the shares being held as collateral against that note.
The Company failed to ascertain the market value of those shares at each
year—-end to determine if compensation expense should be recorded to comply with
generally accepted accounting principles. The Company has now performed that
review and determined that for the first time at the end of 2002, compensation
expense of $89,511 was created. The dividends paid to the non-voting
shareholders are classified as compensation expense and reduced previously
reported net income for 2002 by $113,647.

- The Company mistakenly treated its Mexican subsidiary with the local
currency being the functional currency. The Company should have treated its
Mexican subsidiary with the U.S. dollar as being the functional currency. The
result of this error was an unfavorable impact to the profit and loss statement
of $315,917.
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- The Company mistakenly did not capitalize the overhead component of the
Brazilian Subsidiary's inventory to comply with United States generally accepted
accounting principles. The result of this error was a favorable impact to the
profit and loss statement of $11,080.

- The Company had an error in its calculation of the intercompany profit and
loss component residing in the year end inventory balance. The result of this
error was a favorable impact to the profit and loss statement of $60,447.

- The Company, now with the benefit of hindsight, made the error of not
accruing the CEO's salary and board of director fees that were being refused at
that time by the CEO. The result of this error was an unfavorable impact to the
profit and loss statement of $507,515.

- The Company, when it made the shift in late 2000 from a premium stop-loss
worker's compensation insurance policy to a high-deductible self-insured policy,
failed to Dbegin to accrue for the "incurred but not reported" liability. The
result of this error was an unfavorable impact to the profit and loss statement
of $698,246.

- The Company, when it entered into an agreement at the beginning of 2002
with the manager of its Brazilian Subsidiary to partially compensate him with an
ownership percentage of that subsidiary, neglected to initiate a process to
account for his minority ownership. The result of that error was an unfavorable
impact to the profit and loss statement of $26,312 and a reclassification of the
balance sheet equity section for $400,986.

- The quarterly impact of these issues to the profit and loss statement was
approximately $1.2 million per quarter, while the balance sheet equity section
cumulative impact was approximately $0.9 million per quarter. Due to the
straight 1line nature of these adjustments, it was deemed that restating the
10-Q's would not Dbenefit the reader.

FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements within the meaning of the
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Private Securities Litigation Reform Act of 1995 concerning, among other things,
the ©prospects and developments of the Company and business strategies for its
operations, all of which are subject to risks and uncertainties. These
forward-looking statements are 1included 1in various sections of this report.
These statements are identified as "forward-looking statements" or by their use

of terms (and variations thereof) such as "will," "may," "can," "anticipate,"
"intend," "continue," "estimate," "expect," "plan," "should," "outlook,"
"believe," and "seek" and similar terms (and variations thereof) and phrases.

When a forward-looking statement includes a statement of the assumptions or
bases underlying the forward-looking statement, the Company cautions that, while
it believes such assumptions or bases to be reasonable and makes them in good
faith, assumed facts or bases almost always vary from actual results, and the
differences between assumed facts or bases and actual results can be material,
depending wupon the circumstances. Where, in any forward-looking statement, the
Company or 1its management expresses an expectation or belief as to future
results, 1t expresses that expectation or belief in good faith and believes it
has a reasonable basis, but the Company or its management can give no assurance
that the statement of expectation or Dbelief will result or be achieved or
accomplished.

The Company's actual results may differ significantly from the results
discussed in the forward-looking statements.
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PART I

ITEM 1. BUSINESS.

GENERAL

The Company 1is a leading manufacturer and supplier of agricultural
equipment and services worldwide. The Company believes that it is the largest
global provider of both (i) grain storage bins and related drying and handling
systems and (ii) swine feed storage, feed delivery, confinement and ventilation
systems. The Company 1is also one of the largest global providers of poultry
feed storage, feed delivery, watering, ventilation and nesting systems. The
Company markets its agricultural products in approximately 75 countries through
a network of over 2,500 independent dealers to grain, swine and poultry
producers primarily under its GSI, DMC, FFI, Zimmerman, AP and Cumberland brand
names. The Company's current market position in the industry reflects both the
strong, long-term relationships the Company has developed with its customers as
well as the quality and reliability of 1its products.

The primary wusers of the Company's grain storage, drying and handling
products are farm operators or commercial Dbusinesses, such as the
Archer-Daniels-Midland Company and Cargill, Inc., that operate feed mills, grain
elevators, port storage facilities and commercial grain processing facilities.
The Company Dbelieves that its grain storage, drying and handling equipment is
superior to that of its principal competitors on the basis of strength,
durability, reliability, design efficiency and breadth of product offering. The
Company's feeding and ventilation systems are used primarily by growers that
raise swine and poultry, typically on a contract basis for large integrators
such as Perdue Farms Incorporated and Tyson Foods, Inc. In the swine industry
however, there 1is a significant portion of the industry that is not integrated
at this time that is also served. Because swine and poultry growers are always
concerned about the efficiency of their operations, especially where it relates
to feed, they seek to purchase systems that minimize the feed-to-meat ratio. As
a result of its ©proprietary designs, the Company believes that its swine and
poultry systems are the most effective in the industry in serving this customer
objective.

The industry in which the Company operates 1is characterized both
domestically and internationally by a few large companies with broad product
offerings and numerous small manufacturers of niche product lines.
Domestically, the Company intends to build on its established presence in the

grain, swine and poultry markets. Internationally, the Company intends to
capitalize on opportunities arising from still-developing agricultural
industries. The Company believes that less functionally sophisticated and

efficient grain storage systems used by facilities located outside the U.S. and
Western Europe, which experience relatively high levels of grain spoilage and
loss, are likely to be replaced by more modern systems. The Company also
believes that the economic growth occurring in the Company's international
markets will result in consumers devoting larger portions of their income to
improved and higher-protein diets, stimulating demand for poultry and pork. The
Company believes that it is well-positioned to capture increases in worldwide
demand for its products resulting from these industry trends because of its
leading brand names, broad and diversified product lines, strong distribution
network and high-quality products.
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The Company was incorporated in Delaware on April 30, 1964. The Company's
principal executive office is located at 1004 East Illinois Street, Assumption,
Illinois 62510 and its telephone number is (217) 226-4421.

COMPANY STRENGTHS

Market Leader. The Company believes that it is the largest global provider
of Dboth (i) grain storage bins and related drying and handling systems and (ii)
swine feed storage, feed delivery, confinement and ventilation systems. The
Company 1is also one of the largest global providers of poultry feed storage,
feed delivery, watering, ventilation and nesting systems.
6

Provider of Fully-Integrated Systems. The Company offers a broad range of
products that permit customers to purchase all of their grain, swine and poultry
production needs from one supplier. The Company believes that providing
fully-integrated systems significantly lowers total production costs and
enhances producer productivity by offering compatible products designed to

promote synergies and achieve maximum operating results. Dealers who purchase
fully-integrated systems also Dbenefit from lower administrative and shipping
costs and the ease of dealing with a single supplier. The Company intends to

maintain its position as a provider of fully-integrated systems by continuing to
offer the most complete 1line of products available within its markets and by
developing and introducing new products within 1its existing lines.

Brand Name Recognition and Reputation for Quality Products and Service.
Through its manufacturing expertise and experience, the Company has established
recognition in its markets for the GSI, DMC, FFI, Zimmerman, AP and Cumberland

brand names. The Company seeks to protect the reputation for high quality,
reliability and specialized services that are associated with such brand names
through quality control and customer feedback programs. The Company believes
that 1its reputation and recognized brand names, along with its extensive

distribution network, will assist it in its efforts to further penetrate both
the domestic and international markets 1in which the Company operates.

Effective and Established Distribution Network. The Company believes that
its development of a highly effective and established distribution network
affords it significant competitive advantages. The Company's distribution
network consists of over 2,500 independent dealers that market the Company's
products 1in approximately 75 countries throughout the world. The breadth and
scope of the Company's distribution network makes its products readily available
in each of the Company's markets and lowers transportation costs for its
customers. Dealers are carefully selected and trained to ensure high levels of
customer service. In addition, the Company has experienced a very low turn-over
rate of its dealers since the Company's inception, which promotes consistency
and stability to customers.

Long-Term Alliances with Customers. The Company has a history of
developing long-term alliances with customers who are market leaders in both the
industries and the geographic markets they serve. The Company works closely
with customers through all stages of product development in order to tailor
products and systems to meet each customer's unique needs, making substitutions
with competitor products more difficult. The Company's commitment to product
quality, dedication to customer service and responsiveness to changing customer
needs have enabled the Company to develop and strengthen long-term alliances
with its customers.

Flexible Manufacturing Facilities. The Company's facilities are designed
to Dbe easily reconfigured to adapt to demand changes for any or all of the
Company's products. The Company's primary manufacturing facility, located in
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Assumption, Illinois, consists of approximately 900,000 square feet and operates
on a 24-hour Dbasis during peak production periods. The Company's facilities
employ state-of-the-art machines that have enhanced production efficiencies.

Company Operated Dby Experienced Management Team. The Company is led by a
management team with significant experience in the agricultural products
industry. The Company Dbelieves that the agricultural expertise of its
management team permit it to establish strong customer relationships and respond
quickly to market opportunities.

BUSINESS STRATEGY

The Company's objective 1s to capitalize on its strengths through the
implementation of its business strategy, which includes the following principal
elements:

Capitalize on Opportunities in International Markets. The Company intends
to continue to leverage 1its worldwide brand name recognition, leading market
positions and international distribution network to capture the demand for its
products that exists 1in the international marketplace. The Company believes
that 1increasing the diversity of both its customer base and geographic coverage
by expanding its international operations will mitigate the effect of future
reductions in demand within any of its individual product lines, or within a
particular geographic selling region.

Continue Development of Proprietary Product Innovations. The Company's
research and development efforts focus on the development of new and
technologically advanced products to respond to customer demands, changes in the
marketplace and new technology. The Company employs a strategy of working
closely with 1its customers and capitalizing on existing technology to improve
existing products and develop new value-added products. The Company intends to
continue to actively develop product improvements and innovations to more
effectively serve 1ts customers.

Reduce Expenses and Improve Profitability. The Company focuses on
improving its financial performance by reducing non-strategic expenses and
streamlining the ©processes at all 1levels of 1its organization.
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INDUSTRY OVERVIEW

Demand for the Company's products is driven by the overall worldwide level
of grain, swine and poultry production as well as the increasing focus, both
domestically and internationally, on improving productivity in these industries.
These markets are driven by a number of factors, including consumption trends
affected Dby economic and population growth and government policies.

Demand for grain and the required infrastructure for grain storage, drying
and handling is driven Dby several factors, including the need for grain for

worldwide production of meat protein and cereals. The Company believes that
less functionally sophisticated and efficient grain storage facilities located
outside the U.S. and Western Europe, which experience higher levels of grain

spoilage and loss, are over time likely to be replaced by more modern equipment.
The Company also believes that these dynamics will continue to support domestic
and international demand for the Company's grain storage, drying and handling
systems.

Demand for the Company's swine and poultry feeding equipment and feed
storage and delivery systems 1is impacted by the rate of economic growth
occurring 1in international markets. As disposable incomes increase in these
international markets, consumers have in the past, and should in the future,
devote larger portions of their income to improved and higher protein-based
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diets. In the past, this trend has stimulated stronger demand for meat,
specifically poultry and pork, as these meats provide more cost-effective
sources of animal ©protein than beef.

The Company's sales of grain equipment have historically been affected by
feed and grain prices, acreage planted, crop vyields, demand, government
policies, government subsidies and other factors beyond the Company's control.
Weather conditions also can adversely impact the agricultural industry and delay
planned construction activity, resulting in fluctuating demand for the Company's
grain equipment and delayed or lost revenues. Increases in feed and grain
prices have in the past resulted in a decline in sales of feeding, watering and
ventilation systems. The Company's sales of swine and poultry equipment
historically have been affected by the level of construction activity by swine
and poultry producers, which 1is affected by feed prices, environmental
regulations and domestic and international demand for pork and poultry.

PRODUCTS

The Company manufactures and markets (i) grain storage bins and related

drying and handling equipment systems, (ii) swine feed storage, feed delivery,
confinement and ventilation systems and (iii) poultry feed storage, feed
delivery, watering, ventilation and nesting systems. The Company offers a broad

range of products that permits customers to purchase their grain, swine and
poultry production equipment needs from one supplier. The Company believes that
its ability to offer integrated systems provides it with a competitive advantage
by enabling producers to purchase complete, integrated production systems from a
single distributor who <can offer high-quality installation and service.

Grain Product Line
The Company's grain equipment consists of the following products:

Grain Storage Bins. The Company manufactures and markets a complete line
of over 1,000 models of both flat and hopper bottomed grain storage bins with
capacities of up to 710,000 bushels. The Company markets its bins to both farm
and commercial end users under its GSI brand name. The Company's grain storage
bins are manufactured wusing high-yield, high tensile, galvanized steel (the
thickest in the industry) and are assembled with high strength, galvanized bolts
and anchor brackets. The Company's grain storage bins offer efficient design
enhancements, 1including patented walk-in doors and a roof design that provides
specialized vents for increased efficiency, extruded lips for protection against
leakage, large and accessible eave and peak openings for ease of access, and
reinforced supportive bends to increase rigidity. The Company believes that its
grain storage Dbins are the most reliable and heaviest 1in the industry.

Grain Conditioning Equipment. To meet the need to dry grain for storage,
the Company manufactures and markets a complete line of over 100 models of grain
drying devices with capacities of up to 10,000 bushels per hour. The Company
markets 1its grain drying equipment to both farm and commercial end users under
its GSI, DMC, Zimmerman, FFI, and Airstream brand names. The Company's drying
equipment, which includes fans, heaters, top dryers, stirring devices, portable
dryers, stack dryers, tower dryers and process dryers, is manufactured using
galvanized steel and high-grade electrical components and utilize patented
control systems, which offer computerized control of all dryer functions from
one panel.

Grain Handling Equipment. The Company manufactures and markets a complete
line of grain handling equipment to complement its grain storage and drying
product offerings. The Company markets its grain handling equipment, which
includes bucket elevators, conveyors and augers, to both farm and commercial end
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users under its GSI and Grain King brand names. The Company's grain handling
equipment offers ease of integration into Company or competitor systems and

enables the Company to offer a fully-integrated product 1line to grain
producers.

Swine Product Line

The Company's swine equipment consists of the following products:

Feeding Systems. The Company manufactures and markets its swine feeding
products wunder its AP brand name. The Company custom designs a wide array of
state of the art feeding systems used in today's modern swine facilities. These

include the popular Flex-Flo auger systems that typically transport feed from
the Bulk Feed Storage Tanks located outside of the buildings to inside of the
structure. Once inside it is moved either by additional Flex-Flo equipment or
is transferred to the versatile Chain Disk System, which can make turns and
changes 1in elevation much more easily. Finally, the feed is delivered to the
animals wusing either a wide variety of ad lib feeders that are specifically
designed to waste a minimum amount of feed, provide the animals a high degree of
comfort, and be wuser friendly to the producer. Sometimes an individual feed
dispenser that allows the producer to feed each animal an exact amount of feed
daily 1is wused. All of these systems are highly automated and address the ever
changing and multifaceted production practices that still abound in the pork
production industry, such as "wean to finish"™ or "sorting technology".

Ventilation Systems. The Company manufactures and markets ventilation
systems for swine Dbuildings under its AP and Airstream brand names. These
systems consist of fans, heating and evaporative cooling systems, winches,
inlets and other accessories (including computer Dbased automated control
devices) that regulate temperature and air flow. Proper ventilation systems are
crucial for minimizing the feed-to-meat conversion ratio by reducing stress
caused Dby extreme temperature fluctuation, allowing for higher density
production and providing optimum swine health through disease prevention. The
Company's swine ventilation systems produce high levels of air output at low
levels of power consumption, adapt to a wide array of specialty fans and other
accessories, operate with little maintenance or cleaning and provide precision
monitoring of environmental control. The Company specializes in designs that
work with the new emerging production practices as they are being developed by
producers so that they are market ready when these practices become
commonplace.

Other Production Equipment. The Company manufactures and markets a wide
array of equipment wused 1in the Dbalance of the swine production process,
including plastic and cast iron slated flooring, highly efficient watering
devices, a wide variety of PVC extrusions used for construction applications in
the facilities, many sizes of rubber floor mats for pig comfort, creep heating
systems for Dbaby pigs, several styles of steel confinement equipment, and the
latest in practical feed, water, and environmental monitoring equipment.

Poultry Product Line
The Company's poultry equipment consists of the following products:

Feeding Systems. The Company manufactures and markets its poultry feeding
systems under its Cumberland Dbrand name. The Company manufactures feeding
systems that are custom tailored to both the general industry needs of different
types of poultry producers and to the specialized needs of individual poultry
producers. The Company's poultry feeding systems consist of a feed storage bin
located outside the poultry house, a feed delivery system that delivers the feed
from the feed storage bin into the house and an internal feed distribution
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system that delivers feed to the birds. The Company's poultry feed storage bins
contain a number of patented features designed to maximize capacity, manage the
quality of stored feed, prevent rain and condensation from entering feed storage
bins and provide first-in, first-out material flow, thereby keeping feed fresh
to help prevent spoilage, and blended to provide uniform quality rations. The
Company's poultry feed delivery systems use non-corrosive plastic and galvanized
steel parts specially engineered for durability and reliable operations and
specialized tubing and auguring or chain components that allow feed to be
conveyed up, down and around corners. The Company believes that its patented
HI-LO pan feeder is superior to competitor products due to its unique ability to
adjust from floor feeding for young chicks to regulated feed levels for older
birds.
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Watering Systems. The Company manufactures and markets nipple watering
systems for poultry producers under its Cumberland brand name. The ability of a

bird to obtain water easily and rapidly is an essential factor in facilitating
weight gain. The Company's poultry watering system consists of pipes that
distribute water throughout the house to drinking units supported by winches,
cables and other components. The water 1is delivered through a regulator
designed to provide differential water ©pressure according to demand. The
Company's poultry watering systems are distinguished by their toggle action
nipples, which transmit water from nipple to beak without causing undue stress
on the bird or excess water to be splashed onto the floor. The watering nipples
produced Dby the Company also are designed to allow large water droplets to form
on the cavity of the nipple, thereby attracting young birds to drink, which
ultimately promotes weight gain.

Ventilation Systems. The Company manufactures and markets ventilation
systems for ©poultry producers under its Cumberland Dbrand name. Equipment
utilized in such systems include fiberglass and galvanized fans, the Komfort
Kooler evaporative cooling systems, manual and automated curtains, heating
systems and automated controls for complete ventilation, cooling and heating
management. The Company believes its poultry ventilation products are reliable
and easy to assemble in the field, permit energy-efficient airflow management
and are well-suited for international sales because they ship compactly and
inexpensively and assemble with little hardware and few tools. Accurate bird
weighing systems integrate with the environmental controls to give growers and
integrators running averages of their flock weights.

Nesting Systems. The Company manufactures and markets nesting systems for
poultry producers under its Cumberland brand name. These systems consist of
mechanical nests and egg collection tables. The Company's nesting systems are
manufactured using high-yield, high tensile galvanized steel and are designed to
promote comfort for nesting birds and efficiency for production personnel. The
Company believes that its 