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CORPORATE PROFILE

For more than 40 years, Enesco Group, Inc. (NYSE: ENC) has been a global leader in the gift,
collectible and home décor industries, offering products from such notable licenses as Cherished
Teddies, Mary Engelbreit and Kim Anderson’s Pretty as a Picture, among others. The Company’s

award-winning Precious Moments brand is one of the top lines of collectibles throughout the world.

FINANCIAL HIGHLIGHTS

Percentage
Increase
(In millions, except per share amounts) 2000 1999 or Decrease
Operating profit $ 9 $ 24 - 62%
Income before taxes 5 19 - 73%
Net income 15 27 - 43%
Working capital 59 42 39%
Total assets 231 277 -17%
Shareholders’ equity 126 114 10%
Return on average shareholders’ equity 13% 20%
Per share data:
Net income diluted $ 1.11 $ 1.87 - 41%
Dividends declared $ 0.28 $1.12 -75%
Shareholders’ equity at December 31 $ 9.23 $ 8.49 9%
Average number of shares diluted 13.64 14.37 - 5%

Number of shares outstanding at December 31 13.61 13.48 1%



LETTER FROM THE CEO

Fellow Shareholders,

The year 2000 presented many challenges, and many opportunities,
tor Enesco Group, Inc.

Our revenue was not what we wanted or what we expected.
Though the reasons varied — from a softening collectible marketplace
to a difficult retail environment — the results were disheartening. Yet
at the same time, we made progress last year on several fronts. Late in
the year, we expanded our mass market retailing strategy, making our

products available to millions of consumers in stores such as Wal-Mart,

Target and Federated Department Stores. And concurrently we intro-
duced new products including our Harry Potter line of gifts and collectibles.

Since mid-2000, we have been working on three strategic priorities that focus on our
primary business objective: to restore shareholder value. We believe these priorities provide

a solid foundation for rebuilding Enesco in the coming years.

THE SPECIALTY RETAILER RELATIONSHIP

To halt the revenue decline — in fact, to swing momentum upward — we focused on our closest
business allies: the card, gift and collectible retailers. After extensive analysis and several
successful tests, we created an employee-based account management sales team in November.
This decision represented a strategic shift, moving away from the previous model that utilized
independent sales representatives. Our goal was to transform our core retailer relationship into

one of strategic partnership. By managing fewer accounts, the new Enesco account managers




provide more in-depth product information, merchandising advice and assistance in managing
retailer inventory of Enesco products.

Smaller accounts, and those that are geographically remote, are covered by our Inside Sales
Account Managers. They are trained to sell on the telephone to retailers who have not been
contacted by Enesco for a long time. These account managers also prospect for new accounts
never before contacted by our company. Our Inside Sales results in 2000 far exceeded our

expectations, and we anticipate excellent results again this year.

MASS MARKETING SUCCESS

Our second strategic priority is to substantially increase our business with major accounts and
mass retailers. We know that our consumers are shopping at Wal-Mart, Target, Toys ‘R Us

and similar stores, and we want to ensure Enesco products are available to these retailers. We will
be a major player in this area, clearly not with our collectible product, but with product designed

specifically for these markets.

Successes in 2000 included:

* A Precious Moments Christmas waterball at Wal-Mart that resulted in the sale of 126,000

pieces in just six hours and 200,000 pieces over a weekend — a 90 percent sell-through.

* Avon sales representatives sold 660,000 Precious Moments ornaments over the course

of six weeks — a significant achievement for both Avon and Enesco.

* At Target, the Precious Moments branded Christmas ornaments had the highest

sell-through of any licensed products in their Trim-A-Tree department.
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We expect even more from our mass marketing partnerships in 2001. To that end, we are
making investments in our logistics and distribution infrastructure to assure we meet retailer

expectations for timely and efficient product delivery.

HOME DIVISION

Our third strategic priority is to focus on our home décor/home accent division and to contin-
ue to grow in this important segment of the giftware industry. With strong product lines such
as Mary Engelbreit and Julie Ueland, the Home Division represents a major growth opportu-
nity for Enesco.

In 2000, Enesco gained access, for the first time, into new channels of distribution for its
home décor products, including, high-end specialty shops, furniture and department stores.
There also has been a steady increase in the number of traditional Enesco card and gift retail-
ers who now offer home décor items and accessories.

With this recent solid performance, we anticipate continuing the strong upward trend in

our home business for 2001.

PRODUCT COMMITMENT
For all of our retailers, their critical link to Enesco has always been outstanding product.
Enesco’s reputation for high quality, creative products, comes from our strong commitment
to product excellence.

Our most visible achievement in 2000 was being awarded the license for giftware and
collectibles based on the popular Harry Potter books. Our Harry Potter line, which was

the fastest product launch in Enesco’s history, generated nearly $20 million in revenue, far
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exceeding our initial expectations when we signed the license. In addition, with Harry as our
escort, we built relationships with new customers such as Zany Brainy, Barnes & Noble,
Claire’s and Blockbuster.

Despite an overall decline in the collectible marketplace in 2000, Precious Moments was
named the number one collectible by Giffware Business magazine and one of our Cherished
Teddies figurines, Abraham, was named “Industry Choice” by Teddy Bear of the Year Award
sponsored by 7eddy Bear and Friends magazine.

THE FUTURE
So what does the future hold? We know there is still much work to do but we are optimistic
about Enesco’s future.

We have been in a period of tremendous change at Enesco and we expect many of these
positive changes to pay off in 2001.

We believe we have the right strategy and the right formula for success. Combined

with the people and the products, we expect to deliver growth and improved results in the

Lo fulodd

Anne-Lee Verville

coming year.

Chairman and Interim Chief Executive Officer

Enesco Group, Inc.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Enesco Group, Inc.

The following discussion gives more depth on Enesco
Group, Inc. and subsidiaries’ (the “Company’s”) financial
condition and results of operations. You will probably
find it helpful to have first read the financial statements,
accompanying notes and financial highlights of recent
years.

2000 COMPARED TO 1999

Revenues decreased $67 million, or 17%, in 2000 due
mainly to lower sales in the United States. Net sales

in the United States decreased 19% primarily in the
Company’s traditional collectible, card and gift channels,
continuing a trend in recent years. The Company has
put programs in place to stem the decline in its tradi-
tional core U.S. channel including a new seasonal ship-
ping program, the Partners in Profit program and the
sales force conversion described below. However, these
programs are aimed at stabilizing the revenues from this
channel and growth is not expected from this channel
for the next few years. Domestic growth initiatives in
the near term are focused on expansion of accounts in
other retail venues such as direct selling, catalogs,
department stores, chain drug stores and the mass
market. In most cases, the products sold in these newer
channels will be specifically designed for those channels
and will be different from products offered to our tradi-
tional core channel.

In the United States, the Company changed its
seasonal shipping patterns in 2000 to improve customer
deliveries and reduce working capital. Starting in 2000,
new product introductions were grouped by occasion
and shipped to arrive in retail stores based on a predeter-
mined shipping schedule. Generally, product was pur-
chased later and shipped to customers later, allowing the
Company to reduce inventory and reduce the extended
terms offered on the sale of seasonal product. This
change did not materially impact the Company’s annual
results of operations. The seasonal pattern of quarterly
operating profit will follow the sales pattern and will be
affected by the impact of fixed costs on the quarterly
sales changes.

On August 1, 2000, the Company introduced a new
retailer initiative in the United States called the Partners
in Profit program, primarily for the card, gift and col-
lectible channels. In addition to improving the way the

Company does business with retailers, the new program

greatly simplifies the type of account structure and allows
all accounts to consistently participate in performance-
based profit programs.

On November 1, 2000, the Company announced a
major restructuring of its United States Retail Specialty
Sales Division in an effort to build sales and better sup-
port its card, gift and collectible retailer base. Effective
January 1, 2001, the Company began utilizing an employ-
ee-based, account management-focused sales team, elimi-
nating its historical structure of card and gift channel
independent contractor sales representatives based
throughout the United States.

Throughout 2000, the Company analyzed its sales
structure and how well it responded to myriad changes in
the card and gift arena. The Company realized that to
remain a leader in the industry, it needed to restructure
the United States sales team to better partner with its
retailers. This type of organizational redesign has proven
successful in other areas of the Company’s sales division
over the last two years, and it is expected that the new
sales organization will yield improved sales results. The
majority of the new sales organization is made up of for-
mer independent contractors, who have received in-depth
account management training as Enesco employees.

The new employee-based sales organization has a
compensation structure of salary plus performance-based
bonus which will increase fixed costs at present sales levels
by approximately $14 million pre-tax versus the variable
cost independent contractor commission based organiza-
tion. At present sales levels, it is expected that this new
organizational structure will yield some savings due to
improved productivity. The impact will vary by quarter
based on the quarterly sales volumes. The transition to
the new sales organization is expected to result in one
time pre-tax costs of approximately $3 million in 2001,
primarily in the first quarter. The actual one-time pre-tax
costs and expected productivity savings are dependent
upon numerous factors and actual results may vary.

Net international sales in 2000 decreased 12%
compared to 1999 and represented approximately 24%
of total 2000 sales compared to 23% in 1999. Local
currency international sales were translated into United
States dollars at lower exchange rates in 2000 versus
1999. If the 2000 local currency sales were translated
into United States dollars at the 1999 exchange rates,

international sales would have been approximately



$4.3 million, or 5%, higher in 2000.

The Precious Moments line represented approximately
38% of 2000 sales compared to 37% in 1999. The
Cherished Teddies line represented 14% of 2000 sales
compared to 22% in 1999. It is expected that Cherished
Teddies will represent a similar percent of sales in 2001
as 2000. Compared to the same period at last year-end,
members of the Precious Moments collector clubs were
down approximately 4% and the members of the Cherished
Teddies collector clubs were down approximately 12%.

Total Company unfilled orders as of year-end were
down approximately $2 million, or 4%, compared to the
same period last year. Net orders entered are orders
received and approved by the Company, subject to cancel-
lation for various reasons, including credit considerations,
inventory shortages and customer requests.

Gross profit decreased $27 million, or 16%, in 2000
following the sales decrease and due to the one-time non-
cash charge of $2.9 million recorded in the second quarter
of 2000. The second quarter 2000 $2.9 million inventory
write-down related to Precious Moments product that was
to be used as part of the consideration for the agreement
to purchase certain assets of Precious Moments, Inc. The
proposed acquisition was terminated and the inventory
was written down to reflect market conditions and to pre-
serve collectibility of continuing product lines. The major-
ity of the product was destroyed. The Company’s gross
profit margin, expressed as a percentage of net sales, was
44% of sales in 2000 (before the second quarter charge of
$2.9 million) compared to 45% in 1999 (before the fourth
quarter write-down of $9.6 million). The percentage
decrease was due to lower margins in the United States
due to product and channel sales mix as all products and
channels do not have the same gross margins.
Additionally, the Company incurred expenses in the
fourth quarter of 2000 to meet Christmas shipping dead-
lines that are not expected to recur in 2001. International
gross profit margins improved slightly compared to 1999
due to sales mix and lower fixed costs.

Selling, distribution, general and administrative
expenses, which largely are fixed, decreased $12.5 million,
or 9%, in 2000 versus 1999 and represented 40% of sales
in 2000 compared to 37% in 1999. The 2000 expenses
were a higher percentage of sales principally due to the
impact of lower sales on fixed costs. The 2000 reductions

in expenses of $12.5 million were from lower variable

expenses (approximately 10% of sales) due to the lower
sales volumes, reductions from cost controls initiated

in 1999 and 2000, and $1.4 million of actuarial gains
relating to postretirement benefits. Selling, distribution,
general and administrative expenses for 2000 included
one time items of $2.1 million for costs related to the
termination of the Precious Moments acquisition; $2.8
million of severance cost for a Chief Executive Officer
and a $2.7 million settlement gain resulting from the
termination of supplemental retirement plans. Excluding
the one-time items, the year on year decrease would
have been $14.7 million, or 10%.

Due to the factors described above, 2000 operating
profit decreased $14.6 million, or 62%, compared to
1999. Operating profit in the United States was down
$14.1 million, or 83%, and International operating profit
decreased $.5 million, or 8%, compared to 1999.

1999 COMPARED TO 1998

Sales decreased 15% due to lower sales in the United
States. Net sales in the United States decreased 19%
primarily in the Company’s traditional collectible, card
and gift channels due primarily to the following:

* Starting 1999 with unfilled orders down approxi-
mately $28 million compared to the same period
in 1998;

* A significant year-on-year reduction of stock
keeping units due to profitability analysis;

* Reduction of closeout revenue due to better
inventory management;

* Continued reductions in dealer inventory levels;

* Continued improvement in dealer service and
deliveries, allowing dealers to order less in
advance and shipping product when the dealer
requests versus when the product is available;

* Significant reduction in reorders from late May
through December due to softness in the
Company’s collectible, card and gift channels and
even more conservative dealer reorder patterns;
and

* Higher percentage of product returns and
allowances.

In the United States, sales from alternative channels

of distribution increased. In order to further improve
customer communications, relationships and service in

the United States, during the second quarter this year



the Company combined its two independent sales repre-
sentative divisions into a single independent sales force
representing all the Company’s product lines in the
collectible, card and gift channels.

Net international sales in 1999 increased 3% com-
pared to 1998 and represented approximately 23% of
total 1999 sales compared to 19% in 1998. Local curren-
cy international sales were translated into United States
dollars at lower exchange rates in 1999 versus 1998. If
the 1999 local currency sales were translated into United
States dollars at the 1998 exchange rates, international
sales would have been approximately $1.9 million, or
2%, higher in 1999.

The Precious Moments line represented approximate-
ly 37% of 1999 sales compared to 38% in 1998. The
Cherished Teddies line represented 22% of 1999 sales
compared to 20% in 1998. Compared to the same period
at last year-end, members of the Precious Moments
collector clubs were down approximately 21% and the
members of the Cherished Teddies collector clubs were
down approximately 18%.

Total Company unfilled orders as of year-end were
down approximately $9 million, or 15%, compared to
the same period last year. Net orders entered are orders
received and approved by the Company, subject to
cancellation for various reasons, including credit consid-
erations, inventory shortages and customer requests.

Gross profit decreased in 1999 following the sales
decrease and due to a $9.6 million inventory write-
down. In the fourth quarter of 1999, the Company
wrote down the value of its United States inventory by
$9.6 million to reflect the anticipated market value of
products sold through its traditional collectible, card and
gift channels. This channel has experienced three years
of sales decreases and is not expected to improve in the
near term. Also, the number of members in the
Company’s collector clubs supporting this channel has
declined and the Company has discontinued some of the
collector clubs. These conditions resulted in inventory
supplies well in excess of demand. To reflect these mar-
ket conditions and preserve collectibility of its continu-
ing product lines, the Company wrote-down the value
of inventories. The majority of the products were
destroyed. The Company’s gross profit margin, expressed
as a percentage of net sales, was 45% of sales in 1999

(before the fourth quarter write-down of $9.6 million)

compared to 46% in 1998. The decrease was due to
lower margins in the United States due to product and
channel sales mix as all products and channels do not
have the same gross margins. International gross profit
margins improved compared to 1998 due to sales mix
and lower fixed costs.

Selling, distribution, general and administrative
expenses, which largely are fixed, decreased 10% in 1999
versus 1998 and represented 35% of sales in 1998 com-
pared to 37% in 1999. The 1999 expenses were a higher
percentage of sales principally due to the impact of lower
sales on fixed costs. The 1999 reductions in expenses
were from lower variable expenses (approximately 10%
of sales) due to the lower sales volumes and reductions
from cost controls and work force reductions compared
to 1998.

Due to the factors described above, 1999 operating
profit decreased 52% compared to 1998. All of the
decrease in operating profit was from the United States.
International operating profit increased compared to
1998.

GOODWILL WRITEDOWN
As a result of a 1998 analysis and assessment of all
Company assets and returns, it was determined that
the goodwill component of the 1994 United Kingdom
acquisitions did not reflect the current market value.
During the fourth quarter of 1994, the Company pur-
chased two United Kingdom Companies, Border Fine
Arts, a maker of animal sculptures and figurines, and
Lilliput Lane, a maker of miniature cottages.

These acquisitions resulted in approximately $65
million of goodwill which was being amortized over
40 years. The expected growth potential of these acquisi-
tions worldwide never materialized and results decreased
since the acquisitions, with sales decreasing 10% in
1998. Additionally, the Company’s plans did not project
significant rapid growth of these businesses in the
future. These circumstances triggered an asset impair-
ment review in accordance with SFAS No. 121
“Accounting for the Impairment of the Long-lived
Assets.” After analyzing the expected future cash flows
of these businesses, the Company determined that the
fair value of the goodwill was $46 million dollars less
than the carrying value as of December 31, 1998, and

recorded a fourth quarter non-cash $46 million charge



before and after tax amounting to $2.83 per diluted share.
The remaining goodwill for the 1994 United Kingdom
acquisitions as of December 31, 2000 is approximately
$11.2 million and will be amortized over the next 19

years.

INTEREST EXPENSE AND OTHER EXPENSE

Interest expense in 2000 increased slightly from 1999 due
to higher interest rates despite lower average borrowings.

Other expense, net in 2000 benefited from a $1.3 million
gain on the expiration of a warranty term. Other expense,
net in 1999 benefited from a net gain on the sale of assets
of $350 thousand.

Interest expense, net of investment income, decreased
slightly in 1999 from 1998 from lower average loans
despite slightly higher interest rates. Other income/
expense, net in 1999 benefited from a net gain on the
sale of assets of approximately $350 thousand. Also, there
was a reduction in the amount of goodwill amortization
resulting from the lower amount of goodwill to be amor-
tized due to the 1998 $46 million write-off.

INCOME TAXES

The 2000 tax provision includes a $12 million benefit pri-
marily related to prior year tax accruals for assessments
which were no longer required due to completed tax
audits and closed tax years for a number of taxing authori-
ties worldwide. The 2000 effective tax rate (excluding the
2000 $12 million benefit) was 40% compared to 38% in
1999 (excluding the 1999 $15 million benefit), due to the
geographical mix of earnings and the 1999 United States
tax benefit on the sale of the Company’s Mexican assem-
bly and packaging subsidiary.

The 1999 tax provision includes a $15 million benefit
primarily related to prior year accruals for tax assessments
which were no longer required due to completed tax
audits and closed tax years for a number of taxing authori-
ties worldwide. The 1999 effective tax rate (excluding the
1999 $15 million benefit) was 38% compared to 45% in
1998 (excluding the impact of the $46 million goodwill
write-down), due primarily to the impact of lower good-
will amortization in 1999 which does not receive a tax
benefit, a change in mix between the United States and
international earnings, and a United States tax benefit on
the third quarter sale of the Company’s Mexican assembly
and packaging subsidiary.

INFLATION, CHANGING PRICES

AND ECONOMIC CONDITIONS

Although the Company’s operations are affected by
general economic trends, inflation and changing prices
did not have a material impact on 2000, 1999 and 1998
income statement results compared to prior years.
International operations were unfavorably affected in
2000 and 1999 by the currency translation of local cur-
rencies into United States dollars. International opera-
tions in total were not materially impacted by currency
translation for 1998. The value of the U.S. dollar versus
international currencies where the Company conducts
business will continue to impact the future results of
these businesses. In addition to the currency risks, the
Company’s international operations, including sources of
imported products, are subject to the risks of doing busi-
ness abroad, including reliance on third party overseas
manufacturers, import or export restrictions and changes
in economic and political climates. The fluctuations in
net sales and operating profit margins from quarter to
quarter are partially due to the seasonal characteristics
of the Company’s business.

FINANCIAL CONDITION
The Company has historically satisfied its capital
requirements with internally generated funds and short-
term loans. Working capital requirements fluctuate dur-
ing the year and are generally greatest during the third
quarter and lowest at the beginning of the first quarter.
The major sources of funds from operating activities
in 2000 arose from net income, depreciation, amortiza-
tion, improved management of accounts receivable and a
reduction in other assets. The improvement in accounts
receivable is attributable to implementation of more
objective, stringent, domestic credit procedures in the
third quarter of 2000. The reduction in other assets
mainly represents the release of an escrow account relat-
ing to a 1997 business disposition. The major uses of
funds from operations in 2000 resulted from reduced
payables, accrued expenses, income taxes payable and
postretirement benefits. Accounts payable decreased
$4 million because of the omission of a January 2001
dividend. Accrued expenses and postretirement benefits
decreased due to payments relating to the 1997 provi-
sions for corporate downsizing and the sale of discontin-
ued operations as well as payment timing. The balances



remaining to be paid for the corporate downsizing and
sale of discontinued operations are $3.4 million and
$300 thousand, respectively. The majority of the remain-
ing payments for these two items are expected to be paid
in 2001. In addition to timing effects, the 2000 income
taxes payable decreased $12 million due to the reversal
of tax accruals no longer required. The changes in
deferred income taxes reflect changes in timing of pay-
ments and changes in reserves. Note 8 to the Financial
Statements provides a detailed summary of income
taxes. The Company has filed and continues to file tax
returns with a number of taxing authorities worldwide.
While the Company believes such filings have been and
are in compliance with applicable laws, regulations and
interpretations, positions taken are subject to challenge
by the taxing authorities often for an extended number
of years after the filing dates. The Company has estab-
lished accruals for tax assessments. These accruals are
included in current income taxes payable since it is
uncertain as to when assessments may be made and
paid. Based upon the Company’s current liquid asset
position and credit facilities, the Company believes it has
adequate resources to fund any such assessments. To the
extent accruals differ from actual assessments, the accru-
als will be adjusted through the provision for income
taxes. In 2000, the adjustment was a tax benefit of $12
million. The majority of the open tax years become
closed for assessments at the end of December for the
particular open year.

The major use of cash in investing activities during
2000 was for capital expenditures relating to information
systems, equipment and office replacements. The sources
of funds for all such expenditures were generated from
operations.

The major uses of cash in financing activities dur-
ing 2000 were for dividends to shareholders and repay-
ment of debt. The Company did not declare dividends
in the second, third, and fourth quarters of 2000. Any
future dividends and resumption of the Company’s stock
repurchase program will depend on improved future
financial results. Note 4 to the Financial Statements
provides a detailed summary of Treasury Stock activity.
The Company has an authorized program to purchase
shares of common stock for the Company depending on
market and business conditions, and may utilize funds
for this purpose in the future. As of December 31, 2000,

1 million shares remained available for purchase under
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the program. No shares were purchased in 2000.

Annually, the Company makes provisions to record
its obligation to pay, in the future, insurance premiums
for postretirement benefits to eligible employees, and
severance allowances to eligible employees upon their
voluntary or involuntary separation. These obligations
are not funded because there is not a financial benefit
to fund them.

The Company has various non-qualified supple-
mental retirement plans. Benefits from these supplemen-
tal plans will be paid from the Company’s assets. The
Company has established grantor trusts to provide assets
for some of these non-qualified plans. The assets are
subject to the claims of creditors and, therefore, they
are not considered plan assets and are excluded from
pension computations.

In August 2000, the Company entered into an
unsecured $50 million revolving credit facility to replace
an expiring revolving credit facility. The credit agree-
ment contains financial and operating covenants, includ-
ing restrictions on incurring indebtedness and liens, sell-
ing property, repurchasing the Company’s shares and
paying dividends. In addition, the Company is required
to satisfy consolidated net worth, fixed charge coverage
ratio and leverage ratio tests, in each case at the end of
each fiscal quarter.

The principal sources of the Company’s liquidity
are its available cash balances, cash from operations and
available financing alternatives. The Company is not
aware of any trends, events, demands, commitments or
uncertainties which reasonably can be expected to have a
material effect on the liquidity of the Company and its
ability to meet anticipated requirements for working
capital, dividends, capital expenditures and the stock
repurchase program.

Fluctuations in the value of the U.S. dollar versus
international currencies affect the U.S. dollar translation
value of international currency denominated balance
sheet items. The changes in the balance sheet dollar val-
ues due to international currency translation fluctuations

are recorded as a component of shareholders’ equity.

EURO CURRENCY

Effective January 1, 1999, 11 of the 15 countries that
are members of the European Economic and Monetary
Union introduced a single currency unit, the euro. Prior

to full implementation for the new currency for the



participating countries on January 1, 2002, there is a
transition period during which parties may use either
the existing currencies or the euro. However, during the
transition period, all exchanges between currencies of the
participating countries are required to be first converted
through the euro. The Company anticipates a minimal
impact on its operations during the transition period.
The Company is preparing to meet the requirements
of critical suppliers and customers during this period and
expects to be ready for the full conversion by January 1,
2002. The Company does not expect the introduction
of the euro to have a material impact on its earnings or
consolidated financial position.

MARKET RISK

The Company operates globally with various manufactur-
ing and distribution facilities and product sourcing loca-
tions around the world. The Company may reduce its
exposure to fluctuations in interest rates and foreign
exchange rates by creating offsetting positions through
the use of derivative financial instruments. The Company
currently does not use derivative financial instruments for
trading or speculative purposes. Note 9, Financial
Instruments, to the consolidated Financial Statements
provides additional information on market risk.

The Company may periodically use interest rate
swaps to hedge portions of interest payable on debt. In
addition, the Company may periodically employ interest
rate caps to reduce exposure, if any, to increases in vari-
able interest rates. No such derivative instruments were
in use at December 31, 2000.

The Company’s debt obligations are subject to
market risk for interest rates. As of December 31, 2000,
the Company had $14 million of debt obligations out-
standing, which are due in 2001, at a weighted average
rate of 7.6%.

The Company enters into various short-term foreign
exchange agreements during the year. The purpose of the
Company’s foreign currency hedging activities is to pro-
tect the Company from risk that the eventual settlement
of foreign currency transactions will be adversely affected
by changes in exchange rates. Examples of the types of
transactions that create foreign currency risk for the
Company are as follows:

* The Company’s various subsidiaries import

products in foreign currencies.

11

* The Company uses short-term foreign curency
intercompany loans from various international
subsidiaries.

* The Company receives dividends, technical
service fees, royalties, and other payments from
its subsidiaries and licensees.

The outstanding agreement amounts (notional
value) at December 31, 2000 are $17 million, primarily
related to the sale of euros and British pounds over the
first half of 2001 at future exchange rates that do not

materially differ from year-end exchange rates.

ACCOUNTING CHANGES
In accordance with EITF 00-10, “Accounting for
Shipping and Handling Fees and Costs,” beginning in
2000, the Company classifies shipping and handling
costs billed to customers as revenue and the related costs
are classified as cost of sales. Revenues and cost of sales
for 1999 and 1998 have been restated for comparability.
SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities” establishes the
accounting and reporting standards for derivatives.
When adopted on January 1, 2001, SFAS 133 will not
have a material impact on the Company’s consolidated
financial position or results of operations.

STATEMENT REGARDING

FORWARD-LOOKING STATEMENTS

The federal securities laws provide “safe harbor” status to
certain statements that go beyond historical information
and which may provide an indication of future results.
The statements contained in the Company’s periodic
press releases or throughout this annual report concern-
ing matters that are not historical financial results of the
Company are “forward-looking” statements that involve
risks and uncertainties and are not guarantees of future
performance.

Actual results of the Company may differ materially
from the estimates and other projections contained in
the Company’s forward-looking statements and the
assumptions on which they are based. A description of
some of the important factors that could cause such
material differences is set forth in the Company’s Form
10-K for the year ended December 31, 2000, filed under
the Securities Exchange Act of 1934. The Company
undertakes no obligation to update or publish in the
future any forward-looking information.



CONSOLIDATED BALANCE SHEETS

Enesco Group, Inc.
December 31, 2000 and 1999

ASSETS

(In thousands) 2000 1999
Current Assets:

Cash and certificates of deposit (including interest bearing demand deposits) $ 4,006 $ 10,819
Accounts receivable, net 72,923 81,553
Inventories 60,491 62,317
Prepaid expenses 3,640 3,763
Current tax assets 12,095 12,680
Total current assets 153,155 171,132

Property, Plant and Equipment, at Cost:

Land and improvements 3,960 3,960
Buildings and improvements 36,624 36,224
Machinery and equipment 12,487 12,514
Office furniture and equipment 31,919 29,049
Transportation equipment 515 497
85,505 82,244
Less — accumulated depreciation and amortization (56,256) (51,251)
Property, plant and equipment, net 29,249 30,993
Other Assets:
Goodwill and other intangibles, net 35,564 38,410
Other 947 25,438
Deferred income taxes 12,564 11,394
Total other assets 49,075 75,242

$ 231,479 $ 277,367

The accompanying notes are an integral part of these financial statements.
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LIABILITIES AND SHAREHOLDERS'

(In thousands)

Current Liabilities:

Notes and loans payable

EQUITY

2000 1999

$ 14,000 $ 28,178

Accounts payable 17,867 21,296
Federal, state and foreign income taxes 35,154 43,196
Accrued expenses —
Payroll and commissions 3,698 5,337
Royalties 7,747 6,565
Postretirement benefits 4,407 4,740
Other 11,351 19,386
Total current liabilities 94,224 128,698
Long-Term Liabilities:
Postretirement benefits 6,065 28,273
Deferred income taxes 5,497 5,964
Total long-term liabilities 11,562 34,237
Commitments and Contingencies (Note 10)
Shareholders’ Equity:
Common stock, par value $.125
Authorized 80,000 shares
Issued 25,228 shares 3,154 3,154
Capital in excess of par value 48,711 48,754
Retained earnings 337,615 326,305

Accumulated other comprehensive income

( 4,388 ( 2,843)

Less — Shares held in treasury, at cost

Common stock, 11,616 shares in 2000 and 11,753 in 1999

385,092 375,370

( 259,399) ( 260,938)

Total shareholders’ equity

125,693 114,432

13

$ 231,479 $ 277,367




CONSOLIDATED STATEMENTS OF INCOME

Enesco Group, Inc.
For the Years Ended December 31, 2000, 1999 and 1998

(In thousands, except per share amounts) 2000 1999 1998
Net revenues $ 324,961 $ 391,844 $ 458,540
Cost of sales 184,957 224,806 249,666
Gross profit 140,004 167,038 208,874
Selling, distribution, general and administrative expenses 130,917 143,387 159,766
Operating profit 9,087 23,651 49,108
Interest expense ( 3,409 ( 3,330) (3,575
Goodwill writedown - - ( 46,000)
Other expense, net ( 525) ( 1,036) (2,828
Income (loss) before income taxes 5,153 19,285 ( 3,295)
Income taxes (benefit) ( 9,939 (7591 19,148
Net income (loss) $ 15,092 $ 26,876 ($ 22,443)

Earnings (Loss) Per Common Share:

Basic $ 1.11

&%

188 (8 1.398)

Diluted $ 1.11 $ 1.87 (% 1.38)

The accompanying notes are an integral part of these financial statements.
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

Enesco Group, Inc.
For the Years Ended December 31, 2000, 1999 and 1998

(In thousands, except per share amounts) 2000 1999 1998
Balance at beginning of year $326,305  $315335  $ 355,806
Net income (loss) 15,092 26876  ( 22,443)
Cash dividends, $.28 per share in 2000,

$1.12 per share in 1999 and 1998 ( 3,782) ( 15)906) ( 18,028)
Balance at end of year $ 337,615 $ 326,305 $ 315,335

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Enesco Group, Inc.
For the Years Ended December 31, 2000, 1999 and 1998

(In thousands) 2000 1999 1998
Net income (loss) $ 15,092 $ 26,876 ($ 22,443)
Other comprehensive income:

Cumulative translation adjustments (no tax effects) ( 1,545) ( 585) ( 739)
Total other comprehensive income ( 1,545) ( 585)  ( 739)
Comprehensive income (loss) $ 13,547 $ 26,291 ($ 23,182)

The accompanying notes are an integral part of these financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Enesco Group, Inc.
For the Years Ended December 31, 2000, 1999 and 1998

(In thousands) 2000 1999 1998
Operating Activities:
Net income (loss) $ 15,092 $ 26,876 ($ 22,443)
Adjustments to reconcile continuing operations net
income (loss) to net cash provided by operating activities:
Depreciation and amortization of property, plant and equipment 5,948 5,285 5,649
Deferred income taxes ( 1,052) 3,392 3,385
Amortization of other assets 2,658 2,224 3,195
Goodwill writedown - - 46,000
(Gains) losses on sale of capital assets 24 ( 526) ( 3)
Changes in assets and liabilities:
Accounts receivable 7,182 4,321 15,410
Inventories 902 18,940 25,964
Prepaid expenses 32 863 ( 2,182)
Other assets 5,746 1,847 164
Accounts payable and accrued expenses ( 11,127) (  8,401) ( 18,113)
Settlement of supplemental retirement plan ( 928) - -
Federal, state & foreign income taxes (  8,042) ( 14,296) ( 9,602)
Long-term postretirement benefits ( 2,538 ( 3,221) (5229
Net cash provided by operating activities 13,897 37,304 42,195
Investing Activities:
Purchase of property, plant and equipment ( 47949 ( 5058 (4,520
Proceeds from sales of property, plant and equipment 48 2,713 848
Net cash used by investing activities ( 4,746) ( 2,345) ( 3,672
Financing Activities:
Cash dividends ( 3,782) ( 15,906) ( 18,028)
Exchanges and purchases of common stock - ( 47,198) ( 39,841)
Net issuance (repayment) of notes and loans payable ( 13,925) 20,607 ( 394)
Exercise of stock options - - 2,307
Other common stock issuance 1,496 664 411
Net cash used by financing activities ( 16,211) ( 41,833) ( 55,545)
Effect of exchange rate changes on cash and cash equivalents 247 ( 212) ( 797)
Decrease in cash and cash equivalents ( 6,813) (  7,086) ( 17,819)
Cash and cash equivalents, beginning of year 10,819 17,905 35,724
Cash and cash equivalents, end of year $ 4,006 $ 10,819 $ 17,905

The accompanying notes are an integral part of these financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

1. Accounting Policies:

The accompanying consolidated financial statements include the accounts of Enesco Group, Inc. and
its subsidiaries (the “Company”). All significant intercompany transactions have been eliminated in the
consolidated financial statements. The preparation of financial statements in conformity with generally
accepted accounting principles requires the use of management’s estimates. Actual results could differ
from those estimates. Certain reclassifications have been made in the 1998 and 1999 financial state-
ments to conform to the 2000 presentation, which reflects freight costs billed to customers as revenue.
The Company’s operations, which operate in a single industry segment, design, manufacture (primari-
ly through third parties located in the Pacific Rim) and market a wide variety of licensed and propri-
etary branded gifts and collectibles to retail stores primarily throughout the United States, Canada and
Europe.

Assets and liabilities of the Company’s foreign subsidiaries are translated at the exchange rate on
the balance sheet date, while statement of income items are translated at the average exchange rates
for the year. Translation gains and losses are reported as a component of accumulated other compre-
hensive income in shareholders’ equity. Transaction gains and losses are reported in the consolidated
statements of income.

The carrying amount of cash and certificates of deposit and notes and loans payable approximate
fair value. The Company considers all highly liquid securities, including certificates of deposit, with
maturities of three months or less, when purchased to be cash equivalents.

Advertising costs are expensed in the year incurred. Advertising expense was $3,245,000 in 2000,
$3,525,000 in 1999, and $5,250,000 in 1998.

The Company recognizes revenue as merchandise is turned over to the shipper and a provision
for anticipated merchandise returns and allowances is recorded based upon historical experience.
Amounts billed to customers for shipping and handling orders are included in revenue. The revenue
from license and royalty fees received by the Company are recognized as earned.

Accounts receivable was net of reserves for uncollectible accounts, returns and allowances of
$7,292,000 and $10,416,000 at December 31, 2000 and 1999 respectively.

Inventories are valued at the lower of cost or market. Cost components include labor, manufactur-
ing overhead and amounts paid to suppliers of materials and products. The Company values all inven-
tories utilizing the first-in, first-out method. The Company records inventory at the date of taking
title, which at certain times during the year results in significant in-transit quantities, as inventory is
sourced primarily from China, Taiwan and other Pacific Rim countries.

The major classes of inventories were as follows (in thousands):

2000 1999
Raw materials $ 574 $ 736
Work in process 87 94
Finished goods in transit 9,483 13,221
Finished goods 50,347 48,266

$ 60,491 $ 62,317

Concentration of risk for the Company exists in revenue from major product lines, sources of
supply of inventory, markets and geographic areas, and trade receivables. The majority of product sales
are under licensed rights from third parties. The two largest licensed lines represented approximately
52% of the Company’s total sales for 2000, 59% of total sales for 1999 and 58% of total sales for 1998.
A large portion of acquired inventory is sourced from the Far East, principally China. Extended credit
terms are offered to customers. The Company continually monitors and manages the risks associated
with all these activities.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

Depreciation is provided over the estimated useful lives of the assets utilizing straight-line and
declining balance methods. The methods for financial statement and income tax purposes differ in
some circumstances, resulting in deferred income taxes.

The estimated useful lives of the various classes of assets are:

Range in Years

Land improvements 10-15
Buildings and improvements 15-40
Machinery and equipment 5-12
Office and furniture equipment 5-10
Transportation equipment 3-8

Intangible assets, primarily goodwill, result from the allocation of the excess cost of acquisitions
over the value of net tangible assets acquired. Intangible assets are amortized using the straight-line
method principally over 20 to 40 years. The Company periodically evaluates whether events or
circumstances have occurred indicating that the net book value of goodwill has been impaired. When
factors indicate that goodwill should be evaluated for possible impairment, the Company uses an
estimate of the acquired business’ undiscounted future net cash flows compared to the carrying value
of goodwill to determine if a write-down is necessary. The results of the year-end 1998 goodwill eval-
uation are addressed in Note 6. Intangible assets were net of accumulated amortization of $34,445,000
and $31,842,000 at December 31, 2000 and 1999, respectively.

Basic earnings per common share are based on the average number of common shares outstand-
ing during the year. Diluted earnings per common share assumes, in addition to the above, the dilutive
effect of common share equivalents during the year. Common share equivalents represent dilutive
stock options using the treasury stock method. The number of shares used in the earnings per
common share computation for 2000, 1999 and 1998 were as follows (in thousands):

2000 1999 1998
Basic
Average common shares outstanding 13,562 14,329 16,208
Diluted
Stock options and warrants 74 42 50
Average shares diluted 13,636 14,371 16,258

2. Notes and Loans Payable:
Notes and loans payable and weighted-average interest rates at December 31, 2000 and 1999 are as
follows (in thousands):

2000 1999
Balance Interest Rate Balance Interest Rate
Notes under uncommitted bank lines  $ 10,000 7.9% $ 13,178 5.0%
Notes under committed bank lines 4,000 6.8% 15,000 6.3%
Total $ 14,000 7.6% $ 28,178 5.7%

Total interest paid was $3,300,000 in 2000, $3,200,000 in 1999 and $4,198,000 in 1998.
In August 2000, the Company entered into an unsecured $50 million revolving credit facility to
replace an expiring revolving credit facility. The credit agreement contains financial and operating
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covenants, including restrictions on incurring indebtedness and liens, selling property, repurchasing the
Company’s shares and paying dividends. In addition, the Company is required to satisfy consolidated
net worth, fixed charge coverage ratio and leverage ratio tests, in each case at the end of each fiscal
quarter. At December 31, 2000, the Company had formal and informal unused lines of credit of
approximately $89 million, including the $50 million revolving credit line described above. The infor-
mal lines are bank lines that have no commitment fees. At December 31, 2000, all open borrowings
were notes with a weighted-average interest rate of approximately 7.6%.

3. Employee Benefit Plans:

The Company has established grantor trusts to fund for non-qualified supplemental retirement plans.
The trusts are irrevocable and assets contributed are subject to the claims of creditors and, therefore,
they are not considered plan assets reportable as a funding component under paragraph 19 of SFAS
No. 87. The assets held in these trusts at December 31, 2000 and 1999, are accounted for at the lower
of cost or market and amounted to $.7 million and $19.4 million, respectively. These assets are includ-
ed in other assets in the accompanying consolidated balance sheets. During 2000, the Company made
lump-sum payments of $17 million and recognized a $3 million settlement gain on the termination of
various non-qualified supplemental retirement plans from a grantor trust.

The following tables set forth the domestic plans’ funded status and amounts recognized in the
Company’s consolidated balance sheets at December 31, 2000 and 1999 (in thousands):

2000 1999

Change in Benefit Obligation:
Benefit obligation at beginning of year $ 19,670 $ 19,992
Service cost - 370
Interest cost 410 1,000
Benefits paid ( 17,034) ( 1,053)
Actuarial gain ( 3,046) ( 639)
Benefit obligation at end of year $ - $ 19,670
Change in Plan Assets:
Fair value of plan assets at beginning of year $ - $ 8
Actual return on plan assets, net of expenses - ( 8)
Fair value of plan assets at end of year $ - $ -
Funded Status:
Prepaid (accrued) benefit cost $ - ($ 19,670)
Amounts Recognized in the Consolidated

Balance Sheets Consists of:
Accrued benefit liability $ - ($ 19,670)
Net amount recognized at end of year $ - ($ 19,670)
Additional Year-End Information for

Pension Plans with Accumulated Benefit

Obligations in Excess of Plan Assets:
Projected benefit obligation $ - $ 19,670
Accumulated benefit obligation $ - $ 19,670

Fair value of assets - -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

2000 1999 1998

Components of Net Periodic Benefit Cost:
Service cost $ - $ 370 $ 375
Interest cost 410 1,000 424
Expected return on plan assets - - ( 37)

410 1,370 762
Additional SFAS No. 88 charge (gain) recognized
due to settlement/actuarial (gain) ( 3,046) ( 639) 617
Net periodic benefit cost (income) $ 2,636) $ 731 $ 1,379

The above schedules for all years presented include various non-qualified supplemental retirement
plans. The weighted-average discount rate used to measure the projected benefit obligation and the
rate of increase in future compensation levels both range from 5% to 7% and the expected long-term
rate of return on assets range from 5% to 9%.

The qualified pension plan was terminated for all participants on November 15, 1998, and an
annuity was purchased from Hartford Life Insurance Company as a settlement under SFAS No. 88.
The 1999 projected benefit obligation equals the accumulated benefit obligation in 1999, since all the
participants are vested former employees.

In addition to providing pension benefits, the Company had sponsored a defined benefit postre-
tirement health care and life insurance plan. Employees became eligible for the benefits under this
plan when they reached allowable retirement age while working for the Company. Those benefits are
provided principally through insurance companies whose premiums are based on the anticipated bene-
fits to be paid. The total costs for such retired employee benefits were principally accrued during their
active employment. All of the benefits for these plans are vested and all the participants are former
employees. The $393,000 service cost in 2000 is attributed to the Chief Executive Officer’s severance.
The benefits to participants are either fixed dollar amounts per year or a percentage of insurance pre-
miums paid per year.

The following table sets forth the funded status of the plan reconciled with the amount shown in
the Company’s consolidated balance sheets at December 31, 2000 and 1999 (in thousands):

2000 1999
Change in Benefit Obligation:
Benefit obligation at beginning of year $ 3,255 $ 3,303
Service cost 393 -
Interest cost 115 115
Actuarial (gain) loss ( 1,094) 207
Benefits paid ( 361) ( 370)
Benefit obligation at end of year $ 2,308 $ 3,255
Funded Status:
Prepaid (accrued) benefit cost % 2308 ($§ 3,255
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Net periodic postretirement benefit expense includes the following components (in thousands):

2000 1999 1998
Service cost $ 393 $ - $ 175
Interest cost 115 115 50
Recognized actuarial (gain) loss ( 1,094) 207 ( 61)
Net periodic benefit cost (income) (% 58) $ 322 $ 164

A 15-17% annual rate of increase after the year 2000 in per capita cost of covered health care
benefits was assumed. Participants with fixed dollar benefits are included at actual cost. Increasing
the assumed health care expense trend rates by one percentage point in each year would increase the
accumulated postretirement benefit obligation as of December 31, 2000 by $93,000 and the interest
cost components of the net postretirement benefit expense for the year then ended by $5,000. The
weighted-average discount rate used in determining the accumulated postretirement benefit was 5%.

In addition, certain subsidiaries have established funded profit sharing and defined contribution
retirement plans. Total consolidated pension, profit sharing and retirement plan expense amounted to
$2,100,000 in 2000, $1,700,000 in 1999 and $3,455,000 in 1998.

4. Shareholders’ Equity:

Pursuant to action by the Company’s Board of Directors (the “Board”) on July 22, 1998, effective with
the expiration on September 19, 1998 of the stock purchase rights then existing under the Company’s
Stockholder Rights Plan, one new right for each outstanding share of the Company’s common stock
was issued (a “New Right”) under a Renewed Rights Agreement. Each New Right initially represents
the right to purchase one share of common stock for $125. The New Rights will only become exercis-
able, or separately transferable, promptly after the Company announces that a person has acquired or
tendered for 15% or more, or promptly after a tender offer commences that could result in ownership
of 15% or more, of the common stock then outstanding.

If the New Rights become exercisable after any person acquired or tenders for 15% or more of
the common stock then outstanding (except through an offer for all common stock that has been
approved by the Board), each New Right not owned by that person or related parties will enable its
holder to purchase, at the New Right’s exercise price, common stock (or other securities or assets, or
a combination thereof) having double the value of the exercise price. In the event of certain merger
or asset sale transactions with another party, similar terms would apply to the purchase of that party’s
common stock.

The New Rights, which have no voting power, expire on July 22, 2008, subject to extension.
Upon approval by the Board, the New Rights may be redeemed for $.01 each under certain condi-
tions.

In 1996, the shareholders approved a Stock Option Plan previously adopted by the Board of
Directors which provides for both incentive and non-qualified stock options. Options for up to 1.5
million shares of common stock may be granted under the 1996 Plan. The 1996 Plan, as amended by
the Board in 1998, provides that non-qualified options for 1,500 shares of common stock be granted
annually to each non-employee Director then serving. The Company also has 1991 and 1984 Stock
Option Plans, which provide for both incentive and non-qualified stock options, under which options
for up to 2 million and 3 million shares of common stock, respectively, may be granted. No further
options may be granted under the 1984 Plan. All three Plans provide for the granting to selected key
employees, and non-employee Directors in the case of the 1996 and 1991 Plans, of options to acquire
shares of common stock at a price not less than their fair market value at the time of grant. Other
option terms are determined at the time of grant, but normally under the 1984 and 1991 Plans,
options have been exercisable only after a one-year waiting period with vesting in four equal annual
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

installments, and expire 10 years from the date of grant. Under the 1996 Plan, options become exer-
cisable only after a six-month waiting period and upon the Company’s achievement of certain stock
value performance criteria at any time during the first eight years after the date of the grant. On the
eighth anniversary of the grant, all outstanding options granted under the 1996 Plan will become
exercisable. Options granted under the 1996 Plan will expire 10 years from the date of grant.

In 1998, the Board approved a special 1998 Chairman Stock Option Plan which provided for a
one-time grant of 14,000 non-qualified stock options to the Company’s Chairman of the Board. The
options become exercisable six months from date of grant and expire 10 years from the date of grant.
In 1993 and 1997, the Board approved a Special Interim Chief Executive Officer Stock Option Plan
and a 1997 President and Chief Executive Officer Stock Option Plan, respectively, which provided for
special grants of non-qualified stock options to the Company’s then Chief Executive Officer. The
1993 options vested fully in increments of 10,000 shares during each of the three months in which he
served in that capacity. The 1997 grant of 100,000 options vested fully in increments of 12,500 shares
each month from November 1997 through June 1998. Both the 1993 and 1997 options become exer-
cisable six months from the date of grant and expire 10 years from the date of grant.

At December 31, 2000, the Company has six stock-based compensation (fixed option) plans,
which are described above. The Company applies the intrinsic value-based method allowed under
APB Opinion No. 25 and related Interpretations in accounting for its fixed stock option plans.
Accordingly, no compensation cost has been recognized for its fixed stock option plans. Had compen-
sation cost for option grants since 1994, under the Company’s six stock-based compensation plans,
been determined applying the fair value-based method provided for in SFAS No. 123, the Company’s
net income and earnings per common share for 2000, 1999 and 1998 would have been reduced to the
pro forma amounts indicated below (in thousands, except per share amounts):

2000 1999 1998
Net income (loss) Asreported  $ 15,092 $ 26,876 ($ 22,443)
Pro forma $ 14,274 $ 25,983 ($ 23,886)

Earnings (loss) per As reported  $ 1.11 $ 1.87 ($ 1.38)
common share diluted Pro forma $ 1.05 $ 1.81 $ 147

The options granted in 2000, 1999 and 1998 were under the 1998 Chairman Stock Option Plan,
the 1996 Plan and the 1991 Plan. The fair value of each option grant in 2000, 1999 and 1998 was
estimated at the time of grant using the Black-Scholes option pricing model with the following
weighted-average assumptions:

2000 1999 1998
Dividend yield yearly 7.6% 4.5% 4.0%
Expected volatility 65.0% 45.0% 25.0%
Risk-free interest rate 6.4% 5.0% 5.6%
Expected life (years) 5.0 8.0 7.6
Weighted-average grant-date fair value of
options granted during the year, per share $ 173 $ 5.66 $ 655
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Stock option status and activity under the Company’s six stock-based compensation (fixed

option) plans is summarized as follows:

Weighted-Average

Fixed Options Shares (000s) Exercise Price
Outstanding at December 31, 1997 3,181 $ 30.23
Granted 150 28.17
Exercised ( 87) 24.00
Forfeited ( 231) 31.83
Outstanding at December 31, 1998 3,013 30.18
Granted 590 16.78
Forfeited ( 285) 27.01
Outstanding at December 31, 1999 3,318 28.07
Granted 636 4.87
Forfeited ( 1,152) 27.70
Outstanding at December 31, 2000 2,802 $ 2295
2000 Shares 1999 Shares 1998 Shares
Fixed Options (000s) (000s) (000s)
Options exercisable at year-end 1,535 2,278 2,013

A summary of information about fixed stock options outstanding at December 31, 2000 is

as follows:
Weighted-
Number Average Number

Outstanding Remaining Weighted- Exercisable Weighted-
Range of at 12/31/00 Contractual Average at 12/31/00 Average
Exercise Prices (000s) Life Exercise Price (000s) Exercise Price
$4 to $15 531 10 $ 499 136 $ 481
$15 to $26 570 8 $ 17.20 265 $ 16.99
$26 to $36 1,701 5 $ 30.49 1,134 $ 31.11
$4 to $36 2,802 $ 2295 1,535 $ 2635
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December 31, 2000, 1999 and 1998

An analysis of treasury stock transactions for the years ended December 31, 2000, 1999 and 1998

is as follows (in thousands):
Common Stock

Shares Cost
Balance at December 31, 1997 8,027 $ 175,385
Purchases 1,424 38,982
Stock option exchanges 27 858
Exercise of stock options ( 87) ( 988)
Issue of PAYSOP shares ( 12)  ( 68)
Investment Savings Plan — 401(k) issues ( 1) ( 6)
Non-Employee Director Stock Plan issues ( 1) ( 7)
Balance at December 31, 1998 9,377 214,156
Purchases 2,413 47,198
Issue of PAYSOP shares ( 7 ( 77)
Investment Savings Plan — 401(k) issues ( 25)  ( 277)
Non-Employee Director Stock Plan issues ( 5 62)
Balance at December 31, 1999 11,753 260,938
Issue of PAYSOP shares ( 16) ( 179)
Investment Savings Plan — 401(k) issues ( 69) ( 780)
Non-Employee Director Stock Plan issues ( 52) 580)
Balance at December 31, 2000 11,616 $ 259,399

In 1985, the Company approved a Payroll-Based Stock Ownership Plan (“PAYSOP”) which
provides common stock to eligible employees and allows the Company a Federal income tax deduction
equal to the market value of the issued stock. The PAYSOP Plan was merged into the retirement plan
on January 1, 2000.

In 1987, the Company introduced an Investment Savings Plan in accordance with Section 401(k)
of the Internal Revenue Code. One of the features of this retirement savings plan provides common
stock to eligible employees and allows the Company a Federal income tax deduction equal to the
market value of the issued stock.

The Non-Employee Director Stock Plan allows for annual retainer of 950 shares of common
stock and an additional amount of common stock worth $15,000 per annum valued as of the day
following the annual meeting for each non-employee Director who is not the Chairman of the Board.

The change in capital in excess of par value resulted from the exercise of stock options, including
the related income tax benefit ($1,319,000 in 1998), issuance of PAYSOP shares ($67,000 in 2000,
$30,000 in 1999 and $286,000 in 1998, respectively) issuance of 401(k) Plan shares ($351,000 in
2000, $172,000 in 1999 and $12,000 in 1998, respectively) and issuance of Non-Employee Director
Stock Plan shares ($153,000 in 2000, $46,000 in 1999 and $31,000 in 1998), as noted above and
$529,000 in 2000 for 200,000 warrants to Time Warner Entertainment Company, LP.
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On June 28, 2000, Enesco entered into a licensing agreement with Time Warner Entertainment
Company, LP. Pursuant to this agreement, Enesco issued Time Warner a warrant to purchase 200,000
shares of Enesco’s common stock at an exercise price of $4.375 per share. This warrant expires June
27,2005 subject to certain extensions. The warrant’s fair value of $529,000, which was included in
capital in excess of par value, was determined using the Black-Scholes pricing model, assuming an
expected life of five years, a dividend yield of 0%, a risk-free interest rate of 6.789% and a volatility
factor of 64%. The fair value of the warrant will be amortized as a component of royalty expense in
the cost of sales over the term of the licensing agreement.

5. Other Income (Expense), Net:

Other income (expense), net consists of the following (in thousands):

2000 1999 1998
Investment income $ 1,161 $ 579 $ 795
Other assets amortization ( 2,658) ( 2,224)  ( 3,195)
Other items, net 972 609 ( 428)

% 525) (% 1,036) (§ 2,828)

6. Impairment of Long-lived Assets:

In the fourth quarter of 1994, the Company purchased two United Kingdom companies, Border Fine
Arts, a maker of animal sculptures and figurines, and Lilliput Lane, a maker of miniature cottages.

These acquisitions resulted in approximately $65 million of goodwill which was being amortized
over 40 years. The expected growth potential of these acquisitions worldwide never materialized and
results decreased since the acquisitions, with a sales decrease of 10% in 1998. Additionally, the
Company’s plans did not project significant rapid growth of these businesses. These circumstances
triggered an asset impairment review in accordance with SFAS No. 121 “Accounting for the
Impairment of Long-lived Assets” in 1998.

The application of this statement requires the Company to evaluate facts and circumstances that
indicate the costs of certain property, plant, and equipment and intangible assets may be impaired.
The evaluation was based upon the estimated future net cash flows (undiscounted and without interest
charges) associated with the property, plant, and equipment and intangible assets compared to the
carrying value of the asset to determine whether a writedown to fair value was required. Based upon
the Company’s undiscounted cash flow projections of these businesses, the Company determined it
would not be able to recover the associated goodwill.

After analyzing the expected future discounted cash flows and market value of these businesses,
the Company determined that the fair value of the goodwill was $46 million less than the carrying
value as of December 31, 1998, and recorded a fourth quarter non-cash $46 million charge before
and after tax, which is included in other expense, net in the accompanying consolidated statements of
income. The remaining goodwill as of December 31, 2000 is approximately $11.2 million and will be
amortized over the next 19 years.
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7. Geographic Operating Segments (in thousands):

The Company operates in one industry segment, predominately in two major geographic areas
(United States and International). This statement established new disclosure requirements related
to operating and geographic segments as presented in the following tables:

Geographic Areas 2000 1999 1998
Net Sales

United States $ 247,969 $ 304,675 $ 376,121
United States inter-company ( 2,014) ( 2,539) ( 4,637)
International 80,028 93,122 91,587
International inter-company ( 1,022) ( 3,414) ( 4,531)
Total consolidated $ 324,961 $ 391,844 $ 458,540
Operating Profit

United States $ 2,809 $ 16,860 $ 45,630
International 6,278 6,791 3,478
Total consolidated $ 9,087 $ 23,651 $ 49,108

Long-lived Assets

United States $ 57,470 $ 83,258 $ 86,545
International 20,854 22,977 27,717
Total consolidated $ 78,324 $ 106,235 $ 114,262
Capital Expenditures

United States $ 3,723 $ 2,437 $ 2,486
International 1,071 2,621 2,034
Total consolidated $ 4,794 $ 5,058 $ 4520
Depreciation and Amortization

United States $ 6,065 $ 5,545 $ 5,067
International 2,541 1,964 49,777
Total consolidated $ 8,606 $ 7,509 $ 54,844

Total sales for the United Kingdom for 2000, 1999 and 1998 were in millions $44.9, $45.7 and
$47.7, respectively. Total long-lived assets of the United Kingdom at December 31, 2000, 1999 and
1998 were in millions $15.9, $17.4 and $17.6, respectively.

Transfers between geographic areas are made at the market value of the merchandise transferred.
No single customer accounted for 10% or more of consolidated net sales. Export sales to foreign unaf-
filiated customers represent less than 10% of consolidated net sales.
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8. Income Taxes (in thousands):

The domestic and foreign components of the current and deferred tax assets (liabilities) consist of the

following:

Current Tax Assets 2000 1999
United States

Federal -

Inventory reserve $ 1,803 $ 4921

Bad debt reserve 937 1,554

NOL carryforward 2,300 -

Returns and allowances reserve 914 721

Other items, net 4,302 3,000

10,256 10,196
State —

Inventory reserve 448 1,098

Bad debt reserve 233 329

NOL carryforward 300 -

Returns and allowances reserve 227 179

Other items, net 496 401

1,704 2,007
Foreign —

Other items, net 135 477
Total $ 12,095 $ 12,680
Deferred Tax Assets
United States
Federal —

NOL carryforward $ 8,748 $ -

Postretirement benefits 1,972 9,320
State —

NOL carryforward 1,200 -

Postretirement benefits 431 2,011
Foreign —

Other items, net 213 63
Total $ 12564 $ 11,394
Deferred Tax Liabilities
United States
Federal -

Acquisition step-up amortization adjustment $ 3,780 $ 3,979

Accelerated depreciation 623 798

4,403 4,777

State —
Acquisition step-up amortization adjustment 939 989
Accelerated depreciation 155 198
1,094 1,187
Total $ 5,497 $ 5,964
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

The United States net current and long-term deferred tax assets are expected to become realizable
in future years with future United States taxable income exclusive of reversing temporary differences,
consistent with the Company’s history. The United States NOL carryforward expires in 2020.

The domestic and foreign components of income (loss) before income taxes are as follows:

2000 1999 1998
Domestic $ 7,817) $ 6,751 $ 34,017
Foreign 12,970 12,534 ( 37,312)

$ 5153 $ 19285 ($ 3,295)

The provision for (benefit from) income taxes consists of the following:

2000 1999 1998
Currently Payable:
United States Federal ($ 12,528) ($ 12,000) $ 9579
United States State ( 461) ( 446) 2,917
Foreign 1,998 2,263 3,267
( 10,991) ( 10,183) 15,763
Deferred:
United States Federal 1,834 2,027 2,714
United States State ( 590) 797 638
Foreign ( 192) ( 232) 33
1,052 2,592 3,385

% 9939 G 7,591 $ 19,148

A reconciliation of the total effective income tax rate to the statutory Federal income tax rate is as

follows:
2000 1999 1998

Statutory income tax rate 35.0% 35.0% 35.0%
State taxes, net of federal income tax effect ( 13.3) 1.2 5.4
Impact of foreign tax rates and credits 1.1 ( 03) 0.2
Foreign subsidiaries in loss position receiving

little or no tax benefit - - 0.8
Impact of nondeductible expenses 17.2 2.5 3.4
Subtotal effective income tax rate 40.0% 38.4% 44.8%
Goodwill writedown - - (6259 )
Prior year tax benefit (2329 ) (778 ) -
Total effective income tax rate ( 192.9%) ( 39.4%) 581.1%

The 2000 benefit of $12,000,000 and 1999 benefit of $15,000,000 relate to prior year accruals for
tax assessments which were no longer required due to completed tax audits and closed tax years for a
number of taxing authorities worldwide.

The Company made income tax payments of $2,000,000 in 2000, $3,200,00 in 1999 and
$25,394,000 in 1998.
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9. Financial Instruments:

The Company operates globally with various manufacturing and distribution facilities and product
sourcing locations around the world. The Company may reduce its exposure to fluctuations in interest
rates and foreign exchange rates by creating offsetting positions through the use of derivative financial
instruments. The Company currently does not use derivative financial instruments for trading or
speculative purposes.

The notional amount of forward exchange contracts and options is the amount of foreign curren-
cy bought or sold at maturity. The notional amount of interest rate swaps is the underlying principal
amount used in determining the interest payments exchanged over the life of the swap. The notional
amounts are not a direct measure of the Company’s exposure through its use of derivatives.

The Company may periodically use interest rate swaps to hedge portions of interest payable on
debt. In addition, the Company may periodically employ interest rate caps to reduce exposure, if any,
to increases in variable interest rates.

The Company may periodically hedge foreign currency royalties, net investments in foreign
subsidiaries, firm purchase commitments, contractual foreign currency cash flows or obligations,
including third-party and intercompany foreign currency transactions. The Company regularly
monitors its foreign currency exposures and ensures that hedge contract amounts do not exceed the
amounts of underlying exposures.

The Company enters into various short-term foreign exchange agreements during the year.

The purpose of the Company’s foreign currency hedging activities is to protect the Company from
risk that the eventual settlement of foreign currency transactions will be adversely affected by changes
in exchange rates. The Company’s various subsidiaries import products in foreign currencies and from
time to time will enter into agreements or build foreign currency deposits as a partial hedge against
currency fluctuations on inventory purchases. Gains and losses on these agreements are deferred and
recorded as a component of cost of sales when the related inventory is sold. At December 31, 2000,
deferred amounts were not material. The Company uses short-term foreign currency intercompany
loans from various international subsidiaries and utilizes agreements to fully hedge these transactions
against currency fluctuations. The cost of these agreements is included in the interest charged to the
subsidiaries and expensed monthly as the interest is accrued. The intercompany interest eliminates
upon consolidation and any gains and losses on the agreements are recorded as a component of other
income. The Company receives dividends, technical service fees, royalties and other payments from its
subsidiaries and licensees. From time to time, the Company will enter into foreign currency forward
agreements as a partial hedge against currency fluctuations on these current receivables. As of
December 31, 2000, net deferred amounts on outstanding agreements were not material. The out-
standing agreement amounts (notional value) at December 31, 2000 are $17 million (U.S. dollars).

In June 1998, the FASB issued SFAS No. 133 “Accounting for Derivative Instruments and
Hedging Activities.” The Statement establishes accounting and reporting standards requiring that
every derivative instrument (including certain derivative instruments embedded in other contracts) be
recorded in the balance sheet as either an asset or liability measured at its fair value. The Statement
requires that changes in the derivative’s fair value be recognized currently in earnings unless specific
hedge accounting criteria are met. Special accounting for qualifying hedges allows a derivative’s gains
and losses to offset related results on the hedged item in the income statement, and requires that a
company must formally document, designate and assess the effectiveness of transactions that receive
hedge accounting. The adoption of SFAS No. 133, on January 1, 2001 will not have a material impact
on the financial position or results of operations of the Company.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2000, 1999 and 1998

10. Commitments and Contingencies:
The Company incurred rental expense under operating leases of $5,000,000 in 2000, $5,200,000 in
1999 and $6,048,000 in 1998.

The minimum rental commitments under noncancelable operating leases as of December 31,
2000 are as follows (in thousands):

Aggregate
Period Amount
2001 4,000
2002 3,200
2003 2,300
2004 1,000
2005 500
Later years 500
Total minimum future rentals $ 11,500

The Company has entered into various licensing agreements requiring royalty payments ranging from
1.5% to 18% of specified product sales. Royalty expenses, which are charged to cost of sales under
these licensing agreements, totaled $26,000,000 in 2000, $27,000,000 in 1999 and $31,700,000 in
1998. Pursuant to various licensing agreements, the future minimum guaranteed royalty payments are
$16,700,000 in 2001, $16,400,000 in 2002 and $15,200,000 in 2003.

There are various legal proceedings pending against the Company which have arisen during the
normal course of business. Management does not believe that the ultimate outcome of those legal
proceedings will have a material adverse impact on the financial position or results of operations of

the Company.

11. Termination of Precious Moments Acquisition

The Company entered into an agreement on April 19, 2000 to purchase certain assets of Precious
Moments, Inc. and the Precious Moments Company for $125 million in cash plus other considera-
tions ranging up to 40% of the cash purchase price. This transaction was expected to close no later
than June 30, 2000. On June 28, 2000, the Company announced that it would not proceed with the
purchase of certain assets of Precious Moments, Inc. and the Precious Moments Company.

The cost to terminate the agreement of $5 million was recorded in the second quarter. Precious
Moments product that was to be used as part of the consideration for the agreement to purchase cer-
tain assets of Precious Moments Inc. was written down by $2.9 million. The inventory was written
down to reflect market conditions and to preserve collectibility of continuing product lines. The
majority of the product was destroyed. In addition, there was $2.1 million of expenses related to
the proposed acquisition which were incurred primarily in the second quarter of 2000 and included
a break-up fee.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of Enesco Group, Inc.:

We have audited the accompanying consolidated balance sheets of Enesco Group, Inc., (a
Massachusetts corporation) and subsidiaries as of December 31, 2000 and 1999, and the related
consolidated statements of income, retained earnings, comprehensive income and cash flows for
each of the three years in the period ended December 31, 2000. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Enesco Group, Inc. and subsidiaries as of December 31, 2000 and 1999,
and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2000 in conformity with accounting principles generally accepted in the
United States.

Arthur Andersen LLP

Chicago, Illinois
February 21, 2001
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STOCK MARKET,
SHAREHOLDER

2000
Market Price
Quarter Dividend High Low
First $0.28 $11.50 $6.13
Second - 7.38 3.88
Third - 13.44 4.81
Fourth - 7.31 4.25

DIVIDEND AND
INFORMATION

1999
Market Price
Quarter Dividend High Low
First $ 0.28 $ 24.75 $12.94
Second 0.28 24.50 17.75
Third 0.28 22.31 14.13
Fourth 0.28 17.13 9.50

Enesco Group, Inc.’s Common Stock is traded on the New York and Pacific stock exchanges (Symbol:
ENC). The table shows, for the indicated periods, dividends paid and the high and low price range. As
of December 31, 2000, there were 2,692 record holders of the Common Stock.
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QUARTERLY RESULTS

Enesco Group, Inc.

(UNAUDITED):

The following tables set forth information with respect to the consolidated quarterly results of opera-
tions for 2000 and 1999. The amounts are unaudited, but in the opinion of management include all

adjustments necessary to present fairly the results of operations for the periods indicated.

In the fourth quarter of 2000, the Company recognized a $12 million tax benefit for prior year tax

accruals that were no longer required.

In the fourth quarter of 1999, the Company wrote down the value of U.S. inventory by $9.6 mil-

lion and recognized a $15 million tax benefit for prior year tax accruals that were no longer required.

(In thousands, except per share amounts) For the Three Months Ended
March 31, June 30, Sept. 30, Dec. 31,
2000 2000 2000 2000

Net revenues $ 73,460 $ 73,296 $ 88,247 $ 89,958
Cost of sales 39,430 43,059 49,697 52,771
Gross profit 34,030 30,237 38,550 37,187
Selling, distribution, general

and administrative expenses 32,642 34,358 32,263 31,654
Operating profit (loss) $ 1,388 $ 4,121) $ 6,287 $ 5,533
Net income (loss) $ 164 ($ 2,436) $ 2,918 $ 14,446
Earnings (loss) per common share:

Basic and diluted $ 0.01 $ 0.18) $ 0.21 $ 1.05

For the Three Months Ended
March 31, June 30, Sept. 30, Dec. 31,
1999 1999 1999 1999

Net revenues $ 95,848 $ 96,899 $ 109,599 $ 89,498
Cost of sales 49,716 52,171 62,778 60,141
Gross profit 46,132 44,728 46,821 29,357
Selling, distribution, general

and administrative expenses 38,570 34,089 35,134 35,594
Operating profit (loss) $ 7,562 $ 10,639 $ 11,687 ($ 6,237)
Net income $ 4,338 $ 5,620 $ 6,609 $ 10,309
Earnings per common share:

Basic and diluted $ 0.28 $ 0.39 $ 0.48 $ 0.76

33



FINANCIAL HIGHLIGHTS LAST FIVE YEARS

Enesco Group, Inc.

The financial data set forth below should be read in connection with the financial statements,

accompanying notes and Management’s Discussion and Analysis on the preceding pages.

(In thousands, except per share amounts) 2000 1999 1998 1997 1996
Net revenues” $324,961 $391,844 $458,540 $485,883 $526,348
Cost of sales® 184,957 224,806 249,666 268,797 283,080
Gross profit 140,004 167,038 208,874 217,086 243,268
Selling, distribution, general
and administrative expenses 130,917 143,387 159,766 186,468 173,556
Operating profit 9,087 23,651 49,108 30,618 69,712
Interest expense ( 3409 ( 3330) ( 3,575 ( 6,783) ( 8,196)
Other income (expense), net? ( 525) ( 1,036) ( 48,828) ( 3,005) ( 3,274)
Income (loss) before income taxes
from continuing operations 5,153 19,285 (3,295 20,830 58,242
Income taxes™ ( 9,939 ( 7,591) 19,148 10,285 25,626
Income (loss) of continuing operations,
net of taxes 15,092 26,876  ( 22,443) 10,545 32,616
Income of discontinued operations, net of taxes - - - 2,158 5,821
Net loss on sale of discontinued operations - - - ( 41,000) -
Net income (loss) $ 15,092 $ 26,876  ($ 22,443) ($ 28,297) $ 38,437
Earnings (loss) per common share:
Basic: Continuing operations $ 111 $ 1.88 ($ 1.38) $ 0.60 $ 1.81
Discontinued operations - - - 0.12 32
Sale of discontinued operations - - - ( 2.33) -
Total $ 111 $ 1.88 (6 1.38) ($ 1.61) $ 213
Diluted: Continuing operations $ 111 $ 1.87 ($ 1.38) $ 0.60 $ 1.80
Discontinued operations - - - 0.12 0.32
Sale of discontinued operations - - - ( 2.32) -
Total $ 111 $ 1.87 ($ 1.38) ($ 1.60) $ 212
Average shares of common stock outstanding 13,562 14,329 16,208 17,577 18,080
Average shares of common stock diluted 13,636 14,371 16,258 17,661 18,092
Shares of common stock outstanding at year end 13,612 13,476 15,852 17,201 17,904
Market value per common share at year end $ 4.69 $ 11.06 $ 23.25 $ 25.69 $ 26.50
Cash dividends paid or provided for $ 3,782 $ 15,906 $ 18,028 $ 19,702 $ 19,640
Dividends declared per common share $ 0.28 $ 1.12 $ 112 $ 112 $ 1.09
Capital expenditures $ 4,794 $ 5,058 $ 4,520 $ 4944 $ 5,095
Depreciation $ 5,948 $ 5,285 $ 5,649 $ 5,701 $ 5,744
Working capital $ 58,931 $ 42,434 $ 74,856 $105,449 $ 42,252
Total assets $231,479 $277,367 $319,949 $431,574 $498,800
Total long-term liabilities $ 11,562 $ 34,237 $ 38,537 $ 43,808 $ 21,583
Shareholders’ equity $125,693 $114,432 $150,581 $228,914 $278,828
Book value per common share $ 9.23 $ 849 $ 950 $ 13.31 $ 15.57
Return on average shareholders’ equity 13% 20% (12%) (11%) 15%

@ Revenue figures have been restated fo include shipping and handling costs billed fo customers.
@ Cost of sales includes a non-cash charge of 9.6 million in 1999 and a non-cash charge of $2.9 million in 2000.
@ Other income (expense), net includes a non-cash $§46 million goodwill write-down in 1998.
@ The provision for income taxes in 1999 includes a $15 million benefit related to the reversal of prior year tax accruals.

The provision for income taxes in 2000 includes a $12 million benefit related to the reversal of prior year tax accruals.
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CORPORATE DATA
ENESCO GROUP, INC.

CORPORATE HEADQUARTERS

Enesco Group, Inc.

225 Windsor Drive
Itasca, Illinois 60143
Telephone: 630-875-5300
Fax: 630-875-5350

Web address: www.enesco.com

ANNUAL MEETING
The 2001 Annual Meeting of Shareholders will be held

at the Enesco showroom theater, One Enesco Plaza,
Elk Grove Village, Illinois on Thursday, April 26, 2001
at 9:30 a.m.

TRANSFER AGENT AND REGISTRAR

Mellon Investor Services LL.C

85 Challenger Road

Ridgefield Park, New Jersey 07660

Call toll-free nationwide 1-800-288-9541 or on the

Internet at www.mellon-investor.com

Telecommunications devices for the hearing impaired
(TDD) are available nationwide at 1-800-231-5469.

STOCK EXCHANGE

Enesco Group, Inc. stock is listed on the New York
Stock Exchange and the Pacific Exchange under the
symbol ENC.

AUDITORS

Arthur Andersen LLP
Chicago, Illinois

SHAREHOLDER INQUIRIES

If you have questions concerning your account as a
shareholder, such as name or address changes, how to
enroll in the Dividend Reinvestment Plan or Direct
Deposit Service; inquiries regarding dividend checks,
stock certificates and Dividend Reinvestment Plan
statements or if you need tax information regarding
your account, please contact the Transfer Agent.

SEC FORM 10-K

Shareholders may obtain, free of charge, a copy of
Form 10-K by making a written request to Corporate
Headquarters, Attention Investor Relations.

DIVIDEND POLICY

Dividends are declared by the Board of Directors and
have been historically paid on or around the first of
January, April, July and October.

DIRECT DEPOSIT OF DIVIDENDS

Registered shareholders may have dividends paid on
Enesco Group, Inc.’s common stock electronically
deposited to their checking or savings accounts free of
charge. If you wish to have your dividends electronically
deposited, please contact the Transfer Agent or call toll
free at 1-800-288-9541.

DIVIDEND REINVESTMENT
AND STOCK PURCHASE PLAN

Shareholders may elect to automatically reinvest their
dividends and invest additional cash in Enesco Group,
Inc. common stock. Purchase fees and commissions are
paid by Enesco Group, Inc. when shares are acquired
through this program. A brochure describing the plan,
including an enrollment form, is available by calling the
Transfer Agent at 1-800-288-9541 or by writing
Corporate Headquarters, Attention Investor Relations.

INVESTOR RELATIONS

Enesco Group, Inc.’s shareholders of record receive
an Annual Report and proxy material. If you have any
questions or require additional information, write to:
Investor Relations, Enesco Group, Inc., 225 Windsor
Drive, Itasca, Illinois 60143, call investor relations

at 630-875-5856 or e-mail us at www.enesco.com.

TRADEMARKS

Italicized words identifying products in this report are
trademarks or service marks of Enesco Group, Inc., its
subsidiaries, affiliates or licensors.

UNITED STATES LOCATIONS

Enesco Group, Inc.
Itasca, Illinois

Enesco Showrooms:
Atlanta, Georgia

Columbus, Ohio Lilliput Lane
Dallas, Texas Border Fine Arts
Elk Grove Village, Illinois Enesco UK.

Los Angeles, California
Minneapolis, Minnesota
New York, New York
Opverland Park, Kansas
Seattle, Washington

INTERNATIONAL SUBSIDIARIES

Enesco European Giftware
Group Limited
Carlisle, Cumbria, England

Divisions and Affiliates:

Enesco International (H.K.)
Limited
Hong Kong, S.A.R.

N.C. Cameron & Sons Limited

Mississauga, Ontario, Canada

Enesco France, S.A.
Enesco Import GmbH
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