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PART I
Item 1.  Business

General
Acme United Corporation (together with its subsidiaries, the "Company") was organized as a partnership in l867 and
incorporated in l882 under the laws of the State of Connecticut.  The Company is a leading worldwide supplier of
innovative cutting, measuring and safety products to the school, home, office, hardware and industrial markets.  The
Company's operations are in the United States, Canada, Europe (located in Germany) and Asia (located in Hong Kong
and China).  The operations in the United States, Canada and Europe are primarily involved in product development,
marketing, sales, administrative and distribution activities.  The operations in Asia consist of sourcing, product
development, production planning, quality control and sales activities.  Net sales in 2011 were: United States
(including direct import sales from Asia) - $56.7 million, Canada - $8.5 million, and Europe - $8.1 million.

The Company has grouped its operations into three reportable segments based on the Company’s geographical
organization and structure: (1) United States (which includes its Asian operations); (2) Canada and (3) Europe.  Refer
to Note 10 of the Notes to Consolidated Financial Statements for additional segment information.

Business Strategy

The Company’s business strategy includes the following key elements:

• a commitment to technological innovation achieved through consumer insight, creativity and speed to market;
• a broad selection of products in both brand and private label;
• prompt response and same-day shipping;
• superior customer service; and
• value pricing.

Acquisitions

On February 28, 2011, the Company purchased substantially all of the assets of The Pac-Kit Safety Equipment
Company, a leading manufacturer of first aid kits for the industrial, safety, transportation and marine markets. The
Company purchased the accounts receivable, inventory, equipment and intangible assets of Pac-Kit for approximately
$3.4 million, less liabilities assumed of $310,000, using funds borrowed under the Company’s revolving loan
agreement with Wells Fargo.

The Company recorded $1.9 million for assets acquired including accounts receivable, inventory and fixed assets, as
well as $1.5 million for intangible assets, consisting of customer relationships and the Pac-Kit trade name. During
2011, the Company incurred approximately $125,000, of integration and transaction costs associated with the
acquisition.  These costs were recorded in selling, general and administrative expenses.

Principal Products

The Company markets and sells under five main brands - Westcott®, Clauss®,  Camillus®, PhysiciansCare® and
Pac-Kit®.

Cutting

Principal products within the cutting device category are scissors, shears, guillotine paper trimmers, rotary paper
trimmers, rotary cutters, knives, hobby knives and blades, utility knives, pruners, loppers, saws, manicure products,
medical cutting instruments and pencil sharpeners. Products introduced in 2011 included an expanded line of heavy
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duty school and office iPoint® pencil sharpeners.   Other recent product introductions included Westcott TrimAir®
paper trimmers with patented titanium coating and a proprietary blade change system for rotary and personal
trimmers, Westcott Ultra Soft Handle scissors with anti-microbial product protection, True Professional™ sewing shears
as well as a line of iPoint® pencil sharpeners utilizing the Company’s proprietary non-stick coating. The Company also
added to its KleenEarth® family of recycled products by modifying the production process to allow for multi-colored
products as opposed to the traditional black.

Three years ago, the Company acquired the patents and intellectual property of Camillus Cutlery, the oldest knife
company in the United States and in 2009, launched a new family of knives with proprietary designs and high
performance titanium carbonitride coatings. In 2010, Camillus expanded the range of knives for tactical outdoor
sporting use.
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In 2011 Clauss introduced the AirShoc® line of titanium coated non stick garden tools.  In 2010 Clauss introduced
high performance marine tools for saltwater fishing.

Measuring

Principal products within the measuring instrument category are rulers, and math tools.  Recent product introductions
included Westcott branded compasses, protractors, rulers and math kits with anti-microbial product protection.

Safety

Principal products within the safety product category are first aid kits, personal protection products and
over-the-counter medication refills. The Company markets these products under the PhysiciansCare brand.

In February, 2011 the Company extended its PhysiciansCare line of first aid kits and refills by acquiring the Pac-Kit
Safety Equipment Company, a leading manufacturer of first aid kits for the industrial, safety, transportation, and
marine markets.  Pac-Kit was one of the pioneers in industrial first aid products.  Today it sells high quality, unitized
kits to a broad range of companies and distributors. It is known for tailoring these items to meet user requirements,
and for rapid turnaround.

Product Development

Our strong commitment to understanding our consumers and defining products that fulfill their needs through
innovation drives our product development strategy, which we believe is and will be a key contributor to our success.
The Company incurred research and development costs of $535,500 in 2011 and $486,778 in 2010.

Intellectual Property

The Company has many patents and trademarks that are important to its business. The Company’s success depends in
part on its ability to maintain patent protection for its products, to preserve its proprietary technology and to operate
without infringing upon the patents or proprietary rights of others. The Company generally files patent applications in
the United States and foreign countries where patent protection for its technology is appropriate and available.  The
Company also considers its trademarks important to the success of its business. The more significant trademarks
include Westcott, Clauss, Camillus, PhysiciansCare and Pac-Kit.

Product Distribution; Major Customers

Independent manufacturer representatives and direct sales are primarily used to sell the Company’s line of consumer
products to wholesale, contract and retail stationery distributors, office supply super stores, school supply distributors,
industrial distributors, wholesale florists, mass market retailers and hardware chains.  In each of 2011 and 2010, the
Company had one customer that individually exceeded 10% of consolidated net sales. Net sales to this customer
amounted to approximately 20% of consolidated net sales in 2011 and 21% in 2010.

Competition

The Company competes with many companies in each market and geographic area.  The Company believes that the
principal points of competition in these markets are product innovation, quality, price, merchandising, design and
engineering capabilities, product development, timeliness and completeness of delivery, conformity to customer
specifications and post-sale support. The major competitor in the cutting category is Fiskars Corporation.  The major
competitor in the measuring category is Helix International Ltd. The major competitor in the safety category is
Johnson and Johnson.
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Seasonality

Traditionally, the Company’s sales are stronger in the second and third quarters of the fiscal year due to the seasonal
nature of the back-to-school business.

Compliance with Environmental Laws

The Company believes that it is in compliance with applicable environmental laws.  The Company believes that there
are no environmental matters that would have a material financial impact on the Company. The Company believes
that no material adverse financial impact is expected to result from compliance with current environmental rules and
regulations.  In December 2008, the Company sold property it owned in Bridgeport, CT. Under the terms of the sales
agreement, the Company is responsible for environmental remediation on the property in accordance with the
Connecticut Transfer Act. See Note 16 of the Notes to Consolidated Financial Statements for additional information
regarding the sale of the Bridgeport property.

Employees

As of December 31, 2011, the Company employed 157 people, all of whom are full time and none of whom is
covered by union contracts. Employee relations are considered good and no foreseeable problems with the work force
are evident.

Available Information

The Company files its annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K
pursuant to Section 13(a) of the Securities Exchange Act of 1934 with the SEC electronically. The public may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
maintains a website that contains reports, proxy and information statements, and other information regarding issuers
that file electronically with the SEC. The address of that site is http://www.sec.gov.

You may obtain a free copy of the Company’s annual reports on Form 10-K, quarterly reports on Form 10-Q and
current reports on Form 8-K and amendments to those reports on the Company’s website at
http://www.acmeunited.com or by contacting the Investor Relations Department at the Company’s corporate offices by
calling (203) 254-6060. Such reports and other information are made available as soon as reasonably practicable after
such material is filed with or furnished to the SEC.

Item 1A.  Risk Factors

The Company is subject to a number of significant risks that might cause the Company’s actual results to vary
materially from its forecasts, targets or projections, including:

•     achieving planned revenue and profit growth in each of the Company's business segments;

•     changes in customer requirements and in the volume of sales to principal customers;

•     the timing of orders and shipments;

•     emergence of new competitors or consolidation of existing competitors; and

•     industry demand fluctuations.

Edgar Filing: ACME UNITED CORP - Form 10-K

10



The Company’s expectations for both short- and long-term future net revenues are based on the Company’s estimates of
future demand. Orders from the Company’s principal customers are ultimately based on demand from end-users and
end-user demand can be difficult to predict. Low end-user demand would negatively affect orders the Company
receives from distributors and other principal customers which could, in turn adversely affect the Company’s revenues
in any fiscal period. If the Company’s estimates of sales are not accurate and the Company experiences unforeseen
variability in its revenues and operating results, the Company may be unable to adjust its expense levels accordingly
and its profit margins could be adversely affected.
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A number of the Company’s products are sold through distributors and large retailers. No assurances can be given that
any or all of such distributors or retailers will continue their relationships with the Company. Distributors and other
significant retail customers cannot easily be replaced and the loss of revenues and the Company’s inability to reduce
expenses to compensate for the loss of revenues could adversely affect the Company’s net revenues and profit margins.

Uncertainty in the global economy could negatively impact our business.
Uncertainty in the global economy could adversely affect our customers and our suppliers and businesses such as
ours. In addition, any uncertainty could have a variety of negative effects on the Company such as reduction in
revenues, increased costs, lower gross margin percentages, increased allowances for doubtful accounts and/or
write-offs of accounts receivable and could otherwise have material adverse effects on our business, results of
operations, financial condition and cash flows.

Loss of a major customer could result in a decrease in the Company’s future sales and earnings.
In 2011 and 2010, the Company had one customer that individually exceeded 10% of consolidated net sales. Net sales
to this customer amounted to approximately 20% in 2011 and 21% in 2010. The Company anticipates that a limited
number of customers may account for a substantial portion of its total net revenues for the foreseeable future. The loss
of a major customer or a disruption in sales to such a customer could result in a decrease of the Company’s future sales
and earnings.

Reliance on foreign suppliers could adversely affect the Company’s business.
The Company purchases the majority of its products from foreign manufacturing partners and, as a result, its business
is exposed to risks due to:

•     Increases in transportation costs;
•     New or increased import duties;

•     Transportation delays;
•     Work stoppages;

•     Capacity constraints;
•     Poor quality; and

•     Inflation and exchange rate fluctuations that could increase the cost of foreign manufactured goods.

The loss of key management could adversely affect the Company’s ability to run its business.
The Company’s success depends, to a large extent, on the continued service of its executive management team,
operating officers and other key personnel. The Company must therefore continue to recruit, retain and motivate
management and operating personnel sufficient to maintain its current business and support its projected growth.

The Company’s inability to meet its staffing requirements in the future could adversely affect its results of operations.

Failure to protect the Company’s proprietary rights or the costs of protecting these rights could adversely affect its
business.
The Company’s success depends in part on its ability to obtain patents and licenses and to preserve other intellectual
property rights covering its products and processes. The Company has obtained certain domestic and foreign patents,
and intends to continue to seek patents on its inventions when appropriate. The process of seeking patent protection
can be time consuming and expensive. There can be no assurance that pending patents related to any of the Company’s
products will be issued, in which case the Company may not be able to legally prevent others from producing similar
and/or compatible competing products. If other companies were to sell similar and/or compatible competing products,
the Company’s results of operations could be adversely affected. Furthermore, there can be no assurance that the
Company’s efforts to protect its intellectual property will be successful. Any infringement of the Company’s intellectual
property or legal defense of such action could have a material adverse effect on the Company.

The Company may need to raise additional capital to fund its operations.
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The Company’s management believes that, under current conditions,  the Company’s current cash and cash equivalents,
cash generated by operations, together with the borrowing availability under its revolving loan agreement with Wells
Fargo Bank, will be sufficient to fund planned operations for the next twelve months. However, if the Company is
unable to generate sufficient cash from operations, it may be required to find additional funding sources. If adequate
financing is unavailable or is unavailable on acceptable terms, the Company may be unable to maintain, develop or
enhance its operations, products and services, take advantage of future opportunities or adequately respond to
competitive pressures.
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The Company may not be able to maintain or to raise prices in response to inflation and increasing costs.
Future market and competitive pressures may prohibit the Company from raising prices to offset increased product
costs, freight costs and other inflationary items. The inability to pass these costs through to the Company’s customers
could have a negative effect on its results of operations.

The Company is subject to intense competition in all of the markets in which it competes.
The Company’s products are sold in highly competitive markets. The Company believes that the principal points of
competition in these markets are product innovation, quality, price, merchandising, design and engineering
capabilities, product development, timeliness and completeness of delivery, conformity to customer specifications and
post-sale support. Competitive conditions may require the Company to match or better competitors’ prices to retain
business or market shares. The Company believes that its competitive position will depend on continued investment in
innovation and product development, manufacturing and sourcing, quality standards, marketing and customer service
and support. The Company’s success will depend in part on its ability to anticipate and offer products that appeal to the
changing needs and preferences of our customers in the various market categories in which it competes. The Company
may not have sufficient resources to make the investments that may be necessary to anticipate those changing needs
and the Company may not anticipate, identify, develop and market products successfully or otherwise be successful in
maintaining its competitive position. There are no significant barriers to entry into the markets for most of the
Company’s products.

Product liability claims or regulatory actions could adversely affect the Company's financial results and reputation.
Claims for losses or injuries allegedly caused by some of the Company’s products arise in the ordinary course of its
business. In addition to the risk of substantial monetary judgments, product liability claims or regulatory actions could
result in negative publicity that could harm the Company’s reputation in the marketplace or the value of its brands. The
Company also could be required to recall possible defective products, which could result in adverse publicity and
significant expenses. Although the Company maintains product liability insurance coverage, potential product liability
claims are subject to a deductible or could be excluded under the terms of the policy.

The Company’s business is subject to risks associated with seasonality which could adversely affect its cash flow,
financial condition, or results of operations.
The Company’s business, historically, has experienced higher sales volume in the second and third quarters of the
calendar year, when compared to the first and fourth quarters. The Company is a major supplier of products related to
the “back-to-school” season, which occurs principally during the months of May, June, July and August. If this typical
seasonal increase in sales of certain portions of the Company’s product line does not materialize, the Company could
experience a material adverse effect on its business, financial condition and results of operations.

To compete successfully, the Company must develop and commercialize a continuing stream of innovative new
products that create consumer demand.
The Company’s long-term success in the current competitive environment depends on its ability to develop and
commercialize a continuing stream of innovative new products that create and maintain consumer demand. The
Company also faces the risk that its competitors will introduce innovative new products that compete with the
Company’s products. The Company’s strategy includes increased investment in new product development and
increased focus on innovation. There are, nevertheless, numerous uncertainties inherent in successfully developing
and commercializing innovative new products on a continuing basis, and new product launches may not provide
expected growth results.
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The Company is subject to environmental regulation and environmental risks.
The Company is subject to national, state, provincial and/or local environmental laws and regulations that impose
limitations and prohibitions on the discharge and emission of, and establish standards for the use, disposal and
management of, certain materials and waste. These environmental laws and regulations also impose liability for the
costs of investigating and cleaning up sites, and certain damages resulting from present and past spills, disposals, or
other releases of hazardous substances or materials. Environmental laws and regulations can be complex and may
change often. Capital and operating expenses required to comply with environmental laws and regulations can be
significant, and violations may result in substantial fines and penalties. In addition, environmental laws and
regulations, such as the Comprehensive Environmental Response, Compensation and Liability Act, or CERCLA, in
the United States impose liability on several grounds for the investigation and cleanup of contaminated soil, ground
water and buildings and for damages to natural resources on a wide range of properties. For example, contamination at
properties formerly owned or operated by the Company, as well as at properties it will own and operate, and
properties to which hazardous substances were sent by the Company, may result in liability for the Company under
environmental laws and regulations. The costs of complying with environmental laws and regulations and any claims
concerning noncompliance, or liability with respect to contamination in the future could have a material adverse effect
on the Company’s financial condition or results of operations. Refer to Note 16 – Sale of Property - of the Notes to
Consolidated Financial Statements for further discussion on the environmental costs related to the sale of property by
the Company.

Item 1B. Unresolved Staff Comments

Not applicable to smaller reporting companies.

Item 2.  Properties
The Company is headquartered at 60 Round Hill Road, Fairfield, Connecticut in 7,500 square feet of leased space.
The Company owns and leases manufacturing and warehousing facilities in the United States totaling 215,000 square
feet, and leases 44,000 square feet of warehousing space in Canada. The Company also leases approximately 2,000
square feet of office space in Canada.  Distribution for Europe is presently being conducted at a 35,000 square foot
facility owned by the Company in Solingen, Germany. The Company also leases office space in Hong Kong and
Guangzhou, China.

Management believes that the Company's facilities, whether leased or owned, are adequate to meet its current needs
and should continue to be adequate for the foreseeable future.

Item 3.  Legal Proceedings
The Company is involved, from time to time, in disputes and other litigation in the ordinary course of business and
may encounter other contingencies, which may include environmental and other matters.  The Company presently
believes that none of these matters, individually or in the aggregate, would be likely to have a material adverse impact
on its financial position, results of operations or liquidity.

Item 4.  Mine Safety Disclosures
Not Applicable
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PART II
Item 5.  Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.
The Company's Common Stock is traded on the NYSE Amex under the symbol "ACU". The following table sets forth
the high and low sale prices on the NYSE Amex for the Common Stock for the periods indicated:

Year Ended December 31, 2011 High Low
Dividends
Declared

Fourth Quarter $ 11.02 $ 8.52 $ .07
Third Quarter 10.45 9.00 .07
Second Quarter 9.95 9.05
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