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Acme United Corporation

55 Walls Drive, Fairfield CT 06824 | 203.254.6060 | www.acmeunited.com

March 19, 2020

Dear Fellow Shareholder:

On behalf of your Board of Directors and Management, | cordially invite you to attend the Annual Meeting of Shareholders of Acme United
Corporation scheduled to be held on Monday, April 20, 2020, at 11:00 A.M., Eastern Time, at the Cornell Club, 6 East 44th Street, New
York, New York. | look forward to greeting personally the shareholders able to attend.

The Meeting will be held for the following purposes:

+ to elect seven (7) directors to serve for a one-year term,

+ to vote on an amendment to the Company’s 2012 Employee Stock Option Plan,

+ to vote on an amendment to the 2017 Non-Salaried Director Stock Option Plan,

« to vote, on a non-binding advisory basis, on the compensation of our named executive officers, and

« to ratify the appointment of Marcum LLP as our independent registered public accounting firm for the fiscal year ending December 31,
2020.

Information regarding these matters is set forth in the accompanying Notice of Annual Meeting and Proxy Statement to which you are
urged to give your prompt attention.

It is important that your shares be represented and voted at the Meeting. Whether or not you plan to attend, please take a moment to sign,
date and promptly mail your proxy card in the enclosed prepaid envelope. This will not limit your right to vote in person should you attend
the Meeting.

On behalf of your Board of Directors, thank you for your continued support and interest in Acme United Corporation.

Sincerely,

Yeth & Blvern

Walter C. Johnsen
Chairman and Chief Executive Officer



Acme United Corporation

55 Walls Drive, Fairfield CT 06824 | 203.254.6060 | www.acmeunited.com

Acme United Corporation
55 Walls Drive
Fairfield, Connecticut 06824

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MONDAY, APRIL 20, 2020

To our Shareholders:

The Annual Meeting of Shareholders (the “Meeting”) of Acme United Corporation, a Connecticut corporation (the “Company”), will be held
on Monday, April 20, 2020, at 11:00 A.M., Eastern Time, at the Cornell Club, 6 East 44th Street, New York, New York, for the following
purposes:

1. To elect seven (7) Directors of the Company;

2. To vote upon a proposal to amend the Company’s 2012 Employee Stock Option Plan to increase the number of shares authorized to
be issued thereunder from 1,180,000 to 1,380,000, an increase of 200,000 shares;

3. To vote upon a proposal to amend the 2017 Non-Salaried Director Stock Option Plan to increase the number of shares authorized to
be issued thereunder from 60,000 to 110,000, an increase of 50,000 shares;

4. To vote, on a non-binding advisory basis, on the compensation of our named executive officers;

To vote upon the ratification of the appointment of Marcum LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2020; and

6. To transact such other business as may properly come before the Meeting.

Shareholders of record at the close of business on March 6, 2020 are entitled to receive notice of and to vote at the Meeting and at any
adjournment or postponement thereof.

Please carefully read the attached Proxy Statement for information regarding the matters to be considered and acted upon at the Meeting.
Your Board of Directors recommends that you vote in favor of Proposals 1, 2, 3, 4, and 5 above. You are cordially invited to attend
the Meeting and we hope that you will do so.

WHETHER OR NOT YOU EXPECT TO BE PRESENT AT THE MEETING IN PERSON, YOU ARE URGED TO COMPLETE, DATE, SIGN
AND RETURN THE ENCLOSED PROXY CARD IN THE ENCLOSED RETURN POSTAGE-PAID ENVELOPE. No additional postage
need be affixed to the return envelope if mailed in the United States. If you attend the Meeting, you may withdraw your proxy and vote in
person by ballot.

By Order of the Board of Directors,

[l Lty

Paul G. Driscoll
Vice President and Chief Financial Officer, Secretary and Treasurer

March 19, 2020
Fairfield, Connecticut
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Acme United Corporation
55 Walls Drive
Fairfield, Connecticut 06824

ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON April 20, 2020

PROXY STATEMENT

This Proxy Statement and the accompanying Notice of Annual Meeting of Shareholders and Proxy Card are being furnished in connection
with the solicitation of proxies by the Board of Directors of Acme United Corporation, a Connecticut corporation (the “Company”), to be
used at the Annual Meeting of Shareholders of the Company, to be held on April 20, 2020, at 11:00 A.M., Eastern Time, at the Cornell
Club, 6 East 44th Street, New York, New York or at any adjournment or postponement thereof (the “Meeting”). This Proxy Statement and
the enclosed Proxy Card are being furnished on or about March 19, 2020 to all holders of record of the Company’s Common Stock, par
value $2.50 per share (the “Common Stock”), as of the close of business on March 6, 2020. A copy of the Company’s 2019 Annual Report
to Shareholders, including consolidated financial statements for the fiscal year ended December 31, 2019, accompanies this Proxy
Statement.

At the Meeting, shareholders will:
» Elect seven (7) Directors to serve until the next annual meeting ( Proposal 1);

+ Vote upon a proposal to amend the Company’s 2012 Employee Stock Option Plan to increase the number of shares authorized to be
issued thereunder from 1,180,000 to 1,380,000, an increase of 200,000 shares (Proposal 2);

« Vote upon a proposal to amend the 2017 Non-Salaried Director Stock Option Plan to increase the number of shares authorized to be
issued thereunder from 60,000 to 110,000, an increase of 50,000 shares (Proposal 3);

» Vote upon a proposal to approve, on a non-binding advisory basis, the compensation of the Company’s named executive officers
(Proposal 4); and

» Vote upon a proposal to ratify the appointment of Marcum LLP as the Company’s independent registered public accounting firm for the
fiscal year ending December 31, 2020 (Proposal 5).

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SHAREHOLDER MEETING TO BE HELD

ON APRIL 20, 2020.

The Notice of Annual Meeting of Shareholders, this Proxy Statement, Proxy Card, and the 2019 Annual Report to Shareholders are
available at the following website address: proxy.acmeunited.com.



VOTING SECURITIES, RECORD DATE AND QUORUM

Record Date. The Board of Directors has fixed the close of business on March 6, 2020 as the record date (the “Record Date”) for
determination of shareholders entitled to receive notice of and to vote at the Meeting. As of the Record Date, there were 3,352,130 shares
of Common Stock issued and outstanding and there were no other voting securities of the Company outstanding.

Quorum. The presence at the Meeting, in person or by proxy, of a majority of the outstanding shares of Common Stock entitled to vote at
the Meeting shall constitute a quorum for the Meeting. Broker non-votes and abstentions will have no effect on the outcome of any of the
matters being voted on at this Meeting, as they are not counted as votes cast; but are counted in determining the presence of a quorum.

Voting. Each outstanding share of Common Stock entitles the record holder of the share to one vote. If a shareholder holds shares in
street name, and does not submit voting instructions to its broker, bank or other nominee, such broker, bank or other nominee will not be
permitted to vote the shareholder’s shares in their discretion on the election of directors, the amendment to the Company’s 2012
Employee Stock Option Plan and the Company’s 2017 Non-Salaried Director Stock Option Plan (Proposals 1, 2 and 3) and the advisory
vote on executive compensation (Proposal 4), but may still be permitted to vote the shareholder’s shares in their discretion on the
ratification of the independent registered public accounting firm (Proposal 5). As noted above, abstentions and broker non-votes are not
counted as votes cast on any matter to which they relate; accordingly, broker non-votes and abstentions will not affect the outcome of any
votes.

Election of Directors. A plurality of the votes cast in person or by proxy at the Meeting is required to elect each of the nominees for
Director.

Amendment of the 2012 Employee Stock Option Plan. To be approved, the proposal to increase the number of shares which are
authorized for issuance upon exercise of options granted under the 2012 Employee Stock Option Plan must receive the affirmative vote of
a majority of the shares of Common Stock cast in person or by proxy at the Meeting.

Amendment of the 2017 Non-Salaried Director Stock Option Plan. To be approved, the proposal to increase the number of shares which
are authorized for issuance upon exercise of options granted under the 2017 Non-Salaried Director Stock Option Plan must receive the
affirmative vote of a majority of the shares of Common Stock cast in person or by proxy at the Meeting.

Advisory Vote on Executive Compensation. To be approved, the advisory vote on executive compensation must receive a majority of the
votes cast in person or by proxy at the Meeting.

Ratification of the Appointment of Our Independent Registered Accounting Firm. To be approved, the proposal to ratify the appointment of
our independent public registered accounting firm for the fiscal year ending December 31, 2020 must receive a majority of the votes cast
in person or by proxy at the Meeting.

VOTING RIGHTS AND SOLICITATION OF PROXIES

Eligible shareholders of record may vote at the Meeting in person or by means of the enclosed Proxy Card. You may specify your voting
choices by marking the appropriate boxes on the Proxy Card. The proxy solicited hereby, if properly signed and returned to the Company
and not revoked prior to or at the Meeting, will be voted in accordance with the instructions specified thereon. If you properly sign and
return your Proxy Card, but do not specify your choices, your shares will be voted by the proxy holders as recommended by the
Board of Directors.

The Board of Directors encourages you to complete and return the Proxy Card even if you expect to attend the Meeting. You may revoke
your proxy at any time before it is voted at the Meeting by (i) giving written notice of revocation to the Secretary of the Company,
(ii) submission of a proxy bearing a later date, or (iii) attending the Meeting in person and casting a ballot.
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The proxy holders, Walter C. Johnsen and Susan H. Murphy, will vote all shares of Common Stock represented by Proxy Cards that are
properly signed and returned by shareholders. The Proxy Card also authorizes the proxy holders to vote the shares represented in their
sole discretion with respect to any matters not included in this Proxy Statement that may properly be presented for consideration at the
Meeting. You must return a signed Proxy Card if you want the proxy holders to vote your shares of Common Stock.

The cost of soliciting proxies will be borne by the Company. Following the mailing of proxy solicitation materials, proxies may be solicited
by directors, officers and employees of the Company and its subsidiaries personally, by telephone or otherwise. Such persons will not
receive any fees or other compensation for such solicitation. In addition, the Company will reimburse brokers, custodians, nominees and
other persons holding shares of Common Stock for others for their reasonable expenses in sending proxy materials to the beneficial
owners of such shares and in obtaining their proxies. The Company has engaged MacKenzie Partners, Inc. to assist in the solicitation of
votes and the distribution of proxy materials for a fee of $8,000, plus out-of-pocket expenses.

GOVERNANCE OF THE COMPANY

Board of Directors

The By-laws of the Company provide that the Company shall have a Board of Directors of not fewer than five or more than nine directors,
as determined by the Board from time to time. The number of directors is presently fixed at seven. Directors serve until the next annual
meeting of shareholders and until their respective successors have been elected and qualified.

The Board has determined that it is beneficial to combine the positions of its Chief Executive Officer and Chairman of the Board. In making
this determination, the Board of Directors considered a number of factors, including the size of the Board in relation to the scope of the
Company'’s operations, the efficiencies obtained by combining the positions and the fact that the combination of the positions facilitates the
alignment of the Board's agenda with its oversight responsibilities relating to the business and operations of the Company. The Company
does not have a lead independent Director.

Board of Director Meetings and Committees

The Board of Directors held seven meetings in 2019. In 2019, each Director attended at least 75% of the aggregate of the total number of
Board meetings and meetings of committees of the Board of which they were a member. The Board of Directors has established standing
Executive, Audit, Compensation and Nominating Committees, each of which is comprised solely of independent non-employee members
of the Board of Directors.

Independence Determinations

The Board of Directors annually determines the independence of directors. No director is considered independent unless the Board has
determined that he or she has no material relationship with the Company, either directly or as a partner, shareholder, or officer of an
organization that has a material relationship with the Company or otherwise. Material relationships can include commercial, banking,
consulting, legal, accounting, charitable, and familial relationships, among others.

Independent directors are directors who, in the view of the Board of Directors, are free of any relationship that would interfere with the
exercise of independent judgment. Under NYSE American rules, the following persons are not considered independent:

(a) adirector who is or was employed by the Company or any of its affiliates for the current year or any of the past three years;

(b) a director who accepted or who has an immediate family member who accepted any compensation from the Company or any of its
affiliates in excess of $120,000 during any period of twelve consecutive
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months within the three years preceding the determination of independence (other than certain specified types of compensation,
including, e.g., compensation for Board or Committee service, benefits under a tax-qualified retirement plan, or non-discretionary
compensation);

(c) adirector who is a member of the immediate family of an individual who is, or has been in any of the past three years, employed by
the Company as an executive officer;

(d) adirector who is, or has an immediate family member who is, a partner in, or a controlling shareholder or an executive officer of, any
organization to which the Company made, or from which the Company received, payments (other than those arising solely from
investments in the Company'’s securities) that exceed 5% of the organization’s consolidated gross revenues for that year, or $200,000,
whichever is more, in any of the past three years;

(e) adirector who is, or has an immediate family member who is, employed as an executive of another entity where at any time during the
most recent three fiscal years, any of the Company’s executive officers served on that other entity’s compensation committee; and

(f) adirector who is, or has an immediate family member who is, a current partner of the Company’s outside auditor, or was a partner or
employee of the Company’s outside auditor who worked on the Company’s audit at any time during any of the past three fiscal years.

Immediate family includes a person’s spouse, parents, children, sibling, mother-in-law, father-in-law, brother-in-law, sister-in-law,
son-in-law, daughter-in-law, and anyone who resides in such person’s home.

Mr. Johnsen, Chairman of the Board, serves as Chief Executive Officer of the Company, and Mr. Olschan, a member of the Board, serves
as President and Chief Operating Officer of the Company; each is standing for re-election as a non-independent director. The Board has
determined that all of the five other current directors are “independent” within the meaning of the applicable listing standards of the NYSE
American. The independent directors are: Mr. Barker, Mr. Davidson, Mr. Holden, Dr. Murphy, and Mr. Ward, each of whom is standing for
re-election.

Nominations for Directors

The Board of Directors is responsible for selecting director nominees to stand for election at each annual meeting of shareholders and for
filling vacancies on the Board at any time during the year. The Board has established a Nominating Committee that reviews all potential
director candidates, and recommends candidates to the full Board. The Nominating Committee will also consider nominations by
shareholders, as described below. The full Board reviews and has final approval authority over all director nominees to be recommended
to the shareholders for election.

In considering candidates for new membership or incumbents for continued membership on the Board of Directors of the Company, the
Nominating Committee considers the factors set forth below, together with any other factors the Committee deems appropriate from time
to time. The Nominating Committee generally seeks (i) active or former senior level executives of public companies or other complex
organizations who have experience at a strategy/policy setting level or with high level management experience; (ii) persons whose
background and experience are in areas important to the operations or management of the Company; and (iii) qualified individuals who,
taken as a group, represent a diversity of skills, background and experience. Each potential nominee:

(a) should be accomplished and have recognized achievements in his or her respective and professional field;

(b) should have relevant expertise and experience, and be able to offer advice and guidance to senior management based on that
expertise and experience;

(c) must possess high personal and professional ethics, integrity and values;
(d) must be inquisitive and objective, have the ability to exercise practical and sound business judgment, and have an independent mind;
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(e) must be able and willing to devote sufficient time and effort to carrying out his or her duties and responsibilities as a director
effectively;

(f) if the nominee is not an employee of the Company, the nominee should be “independent” under the rules established by the NYSE
American; and

(g) should have the ability to work effectively with others.

The Nominating Committee will commence its evaluation of candidates on the basis of materials submitted by or on behalf of the
candidate and on the basis of the knowledge of members of the Nominating Committee and management regarding the candidate. To the
extent the Nominating Committee does not have enough information to evaluate a candidate, the Nominating Committee may send a
questionnaire to the candidate for completion for Nominating Committee consideration. In addition, it has historically been customary for
some members of the Board to meet with the candidate individually or in small groups, as appropriate. Members of the Nominating
Committee will also interview candidates as the Nominating Committee deems appropriate.

The Nominating Committee considers diversity in identifying nominees for Director. The Nominating Committee seeks qualified individuals,
who, taken as a group, represent a diversity of skills, background and experience. In considering a potential nominee’s background and
experience, the Nominating Committee will consider the individual’'s race and gender.

Any shareholder entitled to vote for the election of directors at a meeting may nominate persons for election as directors if, as more fully
provided in Article 2, Section 11 of the By-laws, the shareholder provides written notice of such shareholder’s intent to make such
nomination at least sixty (60) days prior to the annual meeting at which the election of directors is to be held. If directors were to be elected
at a special meeting of shareholders, the written notice of the shareholder’s intent to make a nomination must be provided to the Company
not later than the close of business of the seventh day following the date on which notice of the special meeting is first given to
shareholders. The nomination must be sent in care of the Secretary of the Company at 55 Walls Drive, Fairfield, CT 06824, and must
include, among other information, the name, address, telephone number and resume of the nominee’s business and educational
background, along with a written statement by the shareholder as to why such person should be considered for election to the Board of
Directors.

The Board will consider nominees for directors properly recommended by shareholders, as described above. The Board follows the same
evaluation procedures whether a candidate is recommended by the Nominating Committee or shareholders.

COMMITTEES OF THE BOARD

Executive Committee

The Executive Committee of the Board of Directors is comprised of Mr. Holden, who serves as Chairman, and Mr. Ward. The function of
the Executive Committee is to act on behalf of the Board of Directors during the intervals between meetings of the Board.

Audit Committee

The Audit Committee assists the Board of Directors in overseeing (1) the audit and integrity of our financial statements, (2) the
performance of our independent auditors, (3) the adequacy and effectiveness of our accounting, auditing and financial reporting
processes, and (4) our compliance with legal and regulatory requirements. The duties of the Audit Committee include the selection and
appointment of our independent auditors, including evaluation of their qualifications, performance and independence. The Committee
consists of Mr. Ward, Chairman, and Messrs. Holden, Davidson and Barker. The Board of Directors
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has determined that all members of the Audit Committee are “independent” and “financially literate” within the meaning of the applicable
listing standards of the NYSE American. In addition, the Board has determined that Mr. Ward qualifies as an “audit committee financial
expert” within the meaning of regulations adopted by the Securities and Exchange Commission (the “SEC”) and has the financial
sophistication required under the listing standards of the NYSE American.

The Audit Committee meets at least quarterly, and more often, as needed. The Committee met seven times in 2019. The Board of
Directors has adopted a written charter for the Audit Committee that conforms to applicable SEC and NYSE American rules; the charter is
reviewed annually by the Audit Committee. A copy of the Audit Committee charter is available on the Company’s website at
www.acmeunited.com in the Investor Relations/Corporate Governance section.

Compensation Committee

The Compensation Committee of the Board of Directors assists the Board in establishing the compensation policies for cash and equity
compensation of our executive officers. The primary duties of the Committee are (i) evaluating and making recommendations to the Board
regarding the compensation, equity incentives and awards and benefits for our executive officers; and (ii) the administration of the
Company’s Non-Salaried Director Stock Option Plans. The Board of Directors has determined that all members of the Compensation
Committee are “independent” within the meaning of the applicable listing standards of the NYSE American. The Committee consists of
Mr. Holden, Chairman, Mr. Davidson and Dr. Murphy. The Committee meets at least once a year and more often as needed. The
Committee held three meetings during 2019. The Board of Directors has adopted a written charter for the Compensation Committee; a
copy of the charter is available on the Company’s website at www.acmeunited.com in the Investor Relations/Corporate Governance
section.

Nominating Committee

The Nominating Committee assists the Board in identifying individuals qualified to become Board members and recommends director
candidates to be nominated by the Board to stand for election as directors at each annual meeting of shareholders of the Company and to
fill vacancies on the Board and any newly created directorships. The Nominating Committee consists of Mr. Holden, Chairman, and
Messrs. Davidson and Ward. The Board of Directors has determined that all members of the Nominating Committee are “independent”
within the meaning of the applicable listing standards of the NYSE American. The Nominating Committee meets at least once a year and
more often as needed. The Committee held two meetings during 2019. The Board of Directors has adopted a written charter for the
Nominating Committee which is reviewed annually by the Nominating Committee. A copy of the charter is available on the Company’s
website at www.acmeunited.com in the Investor Relations/Corporate Governance section.

Board’s Role in Oversight of Risk Management.

The Company’s Board of Directors as a whole exercises risk oversight in connection with risk in its various forms, including credit risk,
liquidity risk, and operational risk including cybersecurity risk. The Board discusses with management the steps that management will take
to monitor and control the Company’s exposure to such risks. The Board administers these functions, in part, with the assistance of the
Audit Committee of the Board, particularly with regard to financial risk exposures.

A key element of the Board’s risk oversight process is the Company’s annual Strategic Planning meeting, a two day meeting held early in
the third quarter of each year. At this meeting, the Board meets with senior management of the Company to identify both risks and
opportunities facing the Company. The senior management includes the Company’s Chief Executive Officer, Chief Operating Officer, Chief
Financial Officer, and the heads of product development, technology, production, sourcing, marketing and supply chain. The Board and
members of senior management continue their discussions of various risk-related matters, as appropriate, throughout the year at the
regularly scheduled meetings of the Board.



The Board believes that the foregoing procedures enable it to properly perform its risk oversight, particularly since the Company is not
highly leveraged, does not utilize complex financial derivative instruments, and management believes that the Company does not have a
high level of cyber security-related risk.

Attendance at Annual Meetings

While the Company has no formal policy regarding the attendance of Board members at annual meetings of shareholders, director
attendance is deemed very important and is strongly encouraged. In 2019, all members of the Board attended the Annual Meeting of
Shareholders.

Continuing Education of Directors

The Company encourages members of the Board to participate in continuing director education programs. The Company participates in
the NYSE Board Education Program, which offers multiple continuing education opportunities, including a wide variety of in-person and
webinar educational programs, to our Board members on key topics such as corporate governance, significant boardroom issues,
committee duties, and board leadership.

Shareholder Communications with Directors

The Company has established a process for shareholders to send communications to the Board of Directors. Shareholders may send
communications to the Board of Directors to the attention of the Secretary, Acme United Corporation, 55 Walls Drive, Fairfield, Connecticut
06824, who will forward them to all Board members within a reasonable time after receipt. If the shareholder wishes the communication to
be sent to one or more specific Board members only, the addressee should be the specific Board member(s), “c/o Secretary,” who will
then forward the communication to such Board member(s). If one or more specific Board members are not designated for such other
communication, the communication will be forwarded to the entire Board.

PROPOSAL 1: ELECTION OF DIRECTORS

Seven directors are to be elected at the Meeting to serve for one-year terms until the 2021 Annual Meeting of Shareholders and until their
respective successors are elected and qualified. A plurality of the votes cast at the Meeting is required to elect each of the nominees for
Director. The Board has nominated seven individuals for election to the Board of Directors, all of whom are presently incumbent directors.
The Board of Directors knows of no reason why any nominee would be unable to serve as director. Each nominee has consented to being
named as a hominee for director of the Company in this Proxy Statement and to serve as a director, if elected. If any nominee should, for
any reason, become unable to serve, then all valid proxies will be voted for the election of a substitute nominee, if any, designated by the
Board.

The following information about the nominees for election as our directors is based, in part, upon information furnished by the nominees.

Nominees Principal Occupation and Relevant Skills Director Since
Walter C. Johnsen Chairman of the Board and Chief Executive Officer of the Company since January 1, 1995
(age 69) 2007; President and Chief Executive Officer of the Company from November 30, 1995 to

December 31, 2006. Mr. Johnsen previously served as Vice Chairman and a principal of
Marshall Products, Inc., a medical supply distributor. Mr. Johnsen has served on the
Board of TOMI Environmental Solutions, Inc., a publicly traded company, since
February 1, 2016. Mr. Johnsen’s qualifications to serve on the Board of the Company
include the in-depth knowledge of all facets of the Company’s business which he has
gained during his more than twenty-four years of service as the Company’s Chief
Executive Officer.




Richmond Y. Holden, Jr.

(age 66)

Mr. Holden served as President and CEO of INgageHub, a cloud based Marketing SaaS 1998
platform, from January 2015 through early 2016; he continued to serve as a senior advisor to
the company until 2019. From 2007 through 2014, Mr. Holden served in senior executive
positions at School Specialty, Inc., a distributor of school supplies, equipment and curriculum
products. He last served as Executive Vice President of School Specialty, Inc., and President
of the Curriculum Group, a division of School Specialty Inc., from 2013 to December 2014. He
was President of Educational Resources, a division of School Specialty, Inc., from 2010 to
2013. He served as Chairman and Chief Executive Officer of J.L. Hammett Co., a reseller of
educational, curriculum, equipment, and products from 1992 to 2006. Mr. Holden served on the
Board of Directors of Software Secure, Incorporated, a privately-held company headquartered
in Newton, MA, which focused on secure online educational testing technology, from 2007 until
its sale in late 2016. He has served on the Board of Directors of Codman Academy Charter
Public School in Boston MA since 2012. The qualifications of Mr. Holden to serve on the Board
of the Company include his substantial senior executive management experience of large
complex companies in the educational markets. In particular, as a result of his experience with
School Specialty Inc., then a $650 million publicly held reseller of educational products,

Mr. Holden has broad knowledge of educational markets and operational matters relating to
developmental strategy, finance, marketing, sales, technology, sourcing, pricing and
distribution.

Brian S. Olschan
(age 63)

President and Chief Operating Officer of the Company since January 1, 2007; Executive Vice 2000
President and Chief Operating Officer of the Company from January 1999 to December 31,

2006; Senior Vice President—Sales and Marketing of the Company from September 1996 to

January 1999. Mr. Olschan previously served as Vice President and General Manager of the

Cordset and Assembly Business of General Cable Corporation, an electrical wire and cable

manufacturer. Mr. Olschan’s qualifications to serve on the Board include his detailed

knowledge of the Company’s operations which he has gained in his capacity as a member of

senior management for more than 23 years, including as Chief Operating Officer since January

1999 and President since January 2007.

Stevenson E. Ward IlI
(age 74)

Mr. Ward served as Vice President and Chief Financial Officer of Triton Thalassic 2001
Technologies, Inc. from 2000 until his retirement in 2014. Triton’s technology controls and
inactivates pathogens in the healthcare and industrial industries. From 1998 through 2000,
Mr. Ward served as Senior Vice President-Administration of Sanofi-Synthelabo, Inc., a major
multinational pharmaceutical company. He served as Executive Vice President (1996-1998),
responsible for legal, tax, treasury, employee benefits and other functions, and Chief Financial
Officer (1994-1996) of Sanofi, Inc., the North American holding company for Sanofi. He also
served as Vice President-Finance and Administration, Pharmaceutical Group, Sterling
Winthrop, Inc. (1992-1994). Prior to joining Sterling, he was employed by General Electric
Company in management positions in Purchasing, Corporate Audit and Finance. Mr. Ward’s
qualifications for service on the Board include his extensive experience in senior executive
level positions in finance, corporate audit and administration at two Fortune 100 multinational
corporations. He also holds a Masters in Business Administration (MBA) degree.
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Susan H. Murphy
(age 68)

Vice President Emerita, Cornell University, from which Dr. Murphy retired in 2016 after a
38-year career, commencing in 1978. She served as Dean of Admissions and Financial Aid
from 1985 to 1994; Vice President of Student and Academic Services from 1994 to June 2015,
and thereafter she worked in Alumni Affairs and Development until her retirement. In 2013,

Dr. Murphy became a member of the Board of Trustees of Adelphi University, and, since July
2016, has served as Vice Chair of its Board of Trustees. She also serves on the Board of
Directors for Kendal at Ithaca, a not-for-profit continuing care retirement community (since
2014 and Vice Chair since 2019); Tompkins County Community Foundation (since January
2015 and Chair of the Board of Directors, 2018-2019). and Let's Get Ready, an organization
which provides low-income high school students with support services to help them gain
admission to and graduate from college (2016-2019). Dr. Murphy received a Ph.D. in
Educational Administration from Cornell University. Dr. Murphy has broad senior management
level experience in a large, complex organization. In particular, her experience in employee
compensation matters and the development and implementation of diversity policies is helpful
to the Company.

2003

Rex L. Davidson
(age 70)

Executive Director of the Helms Fund, 2013-2019. The Helms Fund provides “gap financing” to
socially responsible business ventures for capital expenditures. Additionally, since 2009,

Mr. Davidson has served as President of Rex Davidson Associates, LLC, a management
consulting service. From 2009 to 2019, Mr. Davidson served as Executive Director of Las
Cumbres Community Services, which provides developmental disability and mental health
services to children, adults and families in Northern New Mexico; since 2019 he has served as
the Director of Special Initiatives. From 1982 to 2009, he served as President and Chief
Executive Officer of Goodwill Industries of Greater New York and Northern New Jersey, Inc.,
and President of Goodwill Industries Housing Corporation. Mr. Davidson’s qualifications to
serve on the Board include significant management experience at the highest level, having
been responsible for the management of Goodwill Industries, an organization with over 2,000
employees and revenues in excess of $100 million. Mr. Davidson’s experience in the areas of
compensation of personnel at all levels, his experience relating to retail matters, such as retail
trends and pricing, and diversity policies are of significant benefit to the Company.

2006
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Brian K. Barker Brian K. Barker has been a founder and CEO of AntelopeAl, LLC an artificial intelligence and 2019

(age 60) machine learning start-up since December 2018. He was a founder, director, and CEO of
NorthBay Solutions, LLC, a big data and analytics company from 2010 to 2018, and continues
to serve as a director. Mr. Barker was the General Manager of the xDoc business unit for
Document Sciences Corporation, a document management and customer communications
management solutions company, from 2007 until it was acquired by EMC Corporation, an
information infrastructure solutions company, in 2008, and then continued as General Manager
of the xDoc Business Unit until 2010. He previously was CEO of Cambridge Technology Vision,
LLC, a merger and acquisition support software company, from 1997 to 2001, and was
President of ClearSpring Technologies, Inc., an event-driven management software company,
from 1989 to 1992. Mr. Barker is the co- inventor of Acquisition Trustee, which Intralinks
Holdings, Inc. acquired to incorporate in its platform for secure document sharing. The
qualifications of Mr. Barker to serve on the Board include his strong data analysis background,
significant entrepreneurial achievements, and executive management experience at rapidly
growing information technology companies.

OWNERSHIP OF ACME UNITED CORPORATION STOCK

Principal Shareholders

The following table sets forth certain information, as of March 6, 2020, with respect to the beneficial ownership of shares of Common
Stock by any person who, to the knowledge of the Company, owned beneficially more than 5% of the outstanding shares of Common
Stock. The persons shown have sole voting and investment power in these shares except as indicated below in the notes to the table.

Number of Shares

Name and Address of Beneficial Owner Beneficially Owned (1) Percent of Class
Walter C. Johnsen 562,548(2) 15.6
55 Walls Drive

Fairfield, CT 06824

North Star Investment Management 562,539(3) 16.8
20 N. Wacker Dr., Suite 1416
Chicago, IL 60606

The Capital Management Corporation 300,006(4) 8.9
4101 Cox Road, Suite 100
Glen Allen, VA 23060

Brian S. Olschan 246,426(5) 6.9
55 Walls Drive
Fairfield, CT 06824

Renaissance Technologies LLC 175,939(6) 5.2
800 Third Avenue
New York, New York 10022

(1) Based on a total of 3,352,130 shares outstanding as of March 6, 2020. Under applicable rules promulgated under the Securities Exchange Act of
1934, as amended (the “Exchange Act”), a person is deemed to be the beneficial owner of
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shares of Common Stock if, among other things, he or she directly or indirectly has or shares voting power or investment power with respect to such
shares. A person is also considered to beneficially own shares of Common Stock which he or she does not actually own but has the right to acquire
presently or within the next sixty (60) days, whether by exercise of stock options or otherwise.

(2) Includes 257,650 shares issuable upon exercise of options.

(3) As of December 31, 2019, as reported in the reporting person’s Schedule 13G/A dated January 8, 2020, as filed with the SEC. The number of shares
reported include 250,632 shares as to which the reporting person has shared investment power.

(4) As of December 31, 2019, as reported in the reporting person’s Schedule 13G dated January 17, 2020, as filed with the SEC.
(5) Includes 206,850 shares issuable upon exercise of options.
(6) As of December 31, 2019, as reported in the reporting person’s Schedule 13G dated February 12, 2020, as filed with the SEC.

Security Ownership of Directors and Officers

The following table sets forth certain information, as of March 6, 2020, with respect to the beneficial ownership of shares of Common
Stock by (i) each director and nominee for director of the Company; (ii) each executive officer named in the Summary Compensation Table
appearing below under “Executive Compensation”; and (iii) all executive officers and directors as a group. The persons shown have sole
voting and investment power in these shares except as indicated below in the notes to the table.

The address of each person appearing in the table is 55 Walls Drive, Fairfield, CT 06824.

Number of Shares

Name of Beneficial Owner Beneficially Owned (2) Percent of Class
Rex L. Davidson (2) 29,000 .9

Paul G. Driscoll (3) 141,990 4.1
Richmond Y. Holden, Jr. (4) 30,250 9

Walter C. Johnsen (5) 562,548 15.6
Susan H. Murphy (6) 46,656 1.4

Brian S. Olschan (7) 261,826 7.3
Stevenson E. Ward Il1 (8) 53,950 1.7

Brian K. Barker (9) 4,000 A
Executive officers and directors as a group (8 persons) 1,114,820 31.3

(1) Based on a total of 3,352,130 shares outstanding as of March 6, 2020. Under applicable rules promulgated under the Exchange Act, a person is
deemed to be the beneficial owner of shares of Common Stock if, among other things, he or she directly or indirectly has or shares voting power or
investment power with respect to such shares. A person is also considered to beneficially own shares of Common Stock which he or she does not
actually own but has the right to acquire presently or within the next sixty (60) days, whether by exercise of stock options or otherwise.

(2) Includes 29,000 shares issuable upon exercise of options.
(3) Includes 110,050 shares issuable upon exercise of options.
(4) Includes 15,000 shares issuable upon exercise of options.
(5) Includes 257,650 shares issuable upon exercise of options.
(6) Includes 38,250 shares issuable upon exercise of options.
(7) Includes 206,850 shares issuable upon exercise of options.
(8) Includes 38,250 shares issuable upon exercise of options.
(9) Includes 4,000 shares issuable upon exercise of options.
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EXECUTIVE COMPENSATION

The Company is a “smaller reporting company” under Item 10 of Regulation S-K promulgated under the Securities and Exchange Act of
1934, and the following compensation disclosure is intended to comply with the requirements applicable to smaller reporting companies.
Although the rules allow the Company to provide less detail about its executive compensation program, the Compensation Committee is
committed to providing the information necessary to help stockholders understand its executive compensation program. Accordingly, this
section includes supplemental narratives that describe the 2019 executive compensation program for our Named Executive Officers
(“NEOSs”).

Oversight of Executive Compensation

The Compensation Committee is comprised of independent, non-employee members of the Board of Directors and is responsible for
evaluating and making recommendations to the Board of Directors regarding the compensation to be paid to the NEOs. Our Board of
Directors approves all NEO compensation decisions. Our compensation policies and programs for our executive officers are designed to
support the overall objective of enhancing value for our shareholders. To achieve this objective, it is critical that we be able to attract,
motivate, reward and retain highly qualified and productive individuals by providing competitive compensation packages. We design our
executive compensation programs to:

« attract, motivate and retain executives with the skills and expertise necessary to execute our business plans;
« directly relate compensation to both Company and individual performance;

+ provide compensation packages that are externally competitive, reasonable and fair within the highly competitive market for talented
individuals in our industry but are also internally equitable;

« reward executives fairly over time for actions consistent with creating long-term stockholder value and enable executives to share in
the future success of the Company by acquiring equity interests in the Company;

« provide an optimal combination of costs to the Company and value to our employees; and
« align the interests of our executive officers with those of our stockholders.

Compensation Program for Executive Officers

In 2019, the compensation and benefits program for our executive officers consisted of four components which we designed to reward and
provide incentives for both short-term and long-term performance and to minimize excessive risk taking:

* base salary;

« aperformance based cash bonus award;

« performance based stock option awards; and
» abenefits package.

The Compensation Committee establishes a total compensation program for each NEO that is a mix of current, short-term and long-term
incentive compensation, and cash and non-cash compensation, that it believes appropriate to achieve the goals of our executive
compensation program and our corporate objectives. In line with our pay for performance philosophy, we structured a significant portion of
our NEOs’ 2019 compensation to be variable, at risk and tied directly to our measurable performance in the form of performance-based
bonuses and long-term stock options incentives.
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Consistent with the Company’s compensation philosophy, in determining the base salary of our NEOs, the Board has considered a
number of factors, including:

Quantitative Factors

+ ten years of consecutive sales growth averaging 9%;
« increase in the quarterly dividend from $.02 per share in 2004 to $.12 per share in 2019—a six-fold increase;
« adecrease in the Company’s net debt by approximately $10 million, or 24%, in 2019;

« stock substantially outperforming the Dow Jones Industrial Average, 580% as compared to 462% during the tenure of our CEO, from
November 30, 1995 through December 31, 2019;

+ anincrease in the Company’s stock price of 67% during the period January 1—December 31, 2019, more than double the increases
posted during the same period by the Russell 2000 (24%) and S&P (29%), and tripling the Dow Jones Industrial Average (22%) (The
closing price of the Company’s common stock on December 31, 2018 was $14.25; the closing price on December 31, 2019 was
$23.79.).

Business and Operational Milestones

« The successful integrations of the business and assets of Spill Magic, acquired in 2017. The Spill Magic products are leaders in
absorbents that facilitate the safe disposition of various types of spills.

»  Successfully laying the groundwork in 2019 for the acquisition of the business and assets of First Aid Central, a Montreal-based
supplier of first aid kits and safety supplies in January 2020.

« Further substantial progress in 2019 to reduce the Company’s environmental footprint through increased use of recycled materials and
reduction of cardboard and plastic packaging.

» Diversification of the Company’s channels.

« Strong growth in the e-commerce channel, including the operational transformation of the Company'’s distribution capability to support
the growth of the Company’s e-commerce business.

Base Salaries

Base salary provides financial stability and security to our NEOs through a fixed amount of cash for performing job responsibilities. The
base salaries for our officers are set annually and reflect skills and experience, level and scope of responsibility and performance during
the prior year, historical, long-term performance and our objective of achieving a base salary structure that is internally equitable. The
Compensation Committee also considers external factors, such as cost of living in the areas in which our officers reside and current
market conditions. During 2019, the Chief Executive Officer participated in discussions with the Committee regarding the base salary
amounts of the executive officers.

Performance Based Cash Bonus Plan

The Company grants performance based “at risk” cash bonus awards under our Cash Bonus Plan based upon the achievement of both
Company and individual performance objectives. The Company generally makes cash awards under this Plan if the Company achieves
the minimum level of net income set by the Compensation Committee for the applicable year.

Specifically, at the beginning of each fiscal year, the Company establishes a cash bonus pool equal to 15% of the Company’s budgeted
net income before taxes for that year. Payment of cash bonuses is contingent on achievement of the budgeted net income before taxes
after the accrual for bonuses.

The bonus pool is adjusted for performance. It increases to 16% for net income before taxes 110% over the budgeted amount and
declines to 14% for net income before taxes within 90% of the budget. The Compensation Committee establishes a detailed sliding scale,
subject to the approval of the Board of Directors.
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The Company allocates 15% of base salary to key managers, including the NEOs. The Company then adjusts the individual allocations
based on individual performance, with the historical range of payout being between 0% and 25% of base salary. The proposed bonuses
are then totaled and compared to the cash bonus accrual for the fiscal year and adjusted so that the total does not exceed the accrual.

If the operating budget is not achieved within the guidelines, no bonus is awarded. In fact, no bonuses were awarded in 2017 and 2018. In
six of the last eleven years (i.e., 2009 — 2019), the NEOs received no cash bonuses. In other years, the accrued bonus was larger than the
budgeted bonus pool, and reduced appropriately. This occurred in 2019.

Deferred Compensation Plan

Under the Company’s Deferred Compensation Plan for executives and key managers participating in the Company’s Cash Bonus Plan,
participants will be eligible to make an irrevocable election on or before December 31st of each year as to the percentage of his or her
bonus to be awarded in the following year. The deferral may be for all or a portion of the participant’s payment under the Cash Bonus
Plan. All deferred amounts are non-forfeitable and earn the prime rate of interest plus 1% compounded quarterly during the period of
deferral. The Company adds 20% to the deferred amount for each employee as a matching contribution up to a maximum of $10,000
annually. Amounts are deferred until separation from service with the Company. The plan is administered by the Deferred Compensation
Plan Committee, which consists of our Chief Executive Officer, the Chief Operating Officer and the Chief Financial Officer.

Stock Option Program For Employees

The Company’s stock option program is administered by the Board of Directors, which acts upon recommendations of the Compensation
Committee. The purpose of the Company’s stock option program is to facilitate the acquisition of equity interests in the Company by its
officers and key employees thereby enabling them to share in the future success of the Company’s business.

The Compensation Committee believed that stock options were the appropriate form of equity to grant to our NEOs in early 2019,
considering market practices [(stock options were the predominant vehicle used by peers)] and the Compensation Committee’s goal of
tying pay to performance. Stock options only provide value if the market price of our stock increases and if the executive officer continues
in our employment over the option term and therefore the Compensation Committee felt options directly incentivized our executives to
increase stock holder value over the long-term.

In determining the total number of options to be granted to participants in the program in a given year, the Board of Directors, takes into
account factors such as: (i) the total number of shares of common stock outstanding; (ii) the total number of shares of common stock
which remain available for grant under the Company’s various stock option plans; (iii) the need to have an appropriate balance between
currently paid and longer-term compensation, and between cash and equity compensation, and (iv) the performance of the Company.

The Company presently maintains its 2012 Employee Stock Option Plan (the “2012 Employee Plan”), which provides for the issuance of
incentive and nonqualified stock options having an exercise price equal to the fair market value of the Common Stock on the date the
option is granted. Options granted under the 2012 Employee Plan vest 25% one day after the first anniversary of the grant date and 25%
one day after each of the next three anniversaries. Under the terms of the 2012 Employee Plan, no option may be granted after the tenth
anniversary of the effective date of the plan, i.e., after February 21, 2022. As of December 31, 2019, the number of shares available for
grant under the 2012 Employee Plan was 44,875.

Options granted by the Company to employees historically have had a term of ten years. Commencing in July 2006, the Company has
granted only non-qualified stock options to its employees. The Board presently anticipates that options which it may grant under the 2012
Employee Plan will be non-qualified stock options.
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An optionee may exercise an option by delivering to the Company payment of the exercise price in cash, or, subject to the approval of the
Company, by delivering of shares of the Company’s common stock, which would otherwise have been issuable to the optionee. The 2012
Employee Plan also provides for the cash settlement of option exercises, subject to the approval of the Company. No options granted
under the 2012 Employee Plan are transferable by the optionee other than by the will or by laws of descent and distribution. Each option is
exercisable, during the lifetime of the optionee, only by the optionee. The 2012 Employee Plan is administered by our Board of Directors.

Employee Benefits

We generally do not provide perquisites or personal benefits to our executive officers. The Company provides standard core employee
benefits, including medical and dental coverage, disability insurance and life insurance. The benefits available are the same for all
executive officers, except as indicated below under “Summary Compensation Table.”

None of our executive officers participate in or have account balances in qualified or non-qualified defined benefit plans sponsored by us.

401(K) Plan

The Acme United Corporation 401(k) Profit Sharing Plan, is the primary retirement benefit offered to all United States employees of the
Company and our executive officers are also eligible to participate in the 401(k) plan on the same basis as our other employees.
Participants may generally contribute to the Plan annually up to the maximum amount permitted under the Internal Revenue Code—
$19,000 in 2019 ($25,000 for persons aged 50 and over). The Company provides to participants a matching contribution equal to fifty
percent of the first six percent (6%) of the participant’s eligible compensation not to exceed the limit on eligible compensation imposed by
the Internal Revenue Code—$280,000 in 2019. Participant and employer contributions are held and invested, pursuant to the participant’s
instructions, by the plan’s trustee.
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Our Board of Directors determined the compensation of our executive officers for the year ended December 31, 2019, by applying our
policies and practices regarding executive compensation, as described above, and after considering the recommendations of the
Compensation Committee of the Board.

Summary Compensation Table

The following table sets forth information concerning the compensation of the Company’s Principal Executive Officer and each of the two
other most highly compensated executive officers of the Company for the fiscal years ended December 31, 2019 and 2018. These three
officers are referred to as named executive officers (“NEOSs”).

All Other

Name and Salary Bonus Option Awards Compensation Total
Principal Position Year %) (%) (s) @ ($) $)
Walter C. Johnsen 2019 $ 749,138 $150,000 $145,250 $ 22,137(2) $ 1,066,525
Chairman & Chief

— 2
Executive Officer 2018 $ 712,361 $337,860 $ 50,137(2) $ 1,100,357
Brian S. Olschan 2019 $ 649,870 $125,000 $116,200 $ 10,1373 $ 901,207
President & Chief

— 3
Operating Officer 2018 $ 617,967 $255,292 $ 10,1373 $ 883,395
Paul G. Driscoll 2019 $ 393,015 $100,000 $ 87,150 $ 10,137(3) $ 590,302
FeD FEsi il Cirlel 2018 $ 371,265 _ $115,600 $ 10,1370 $ 497,002

Financial Officer

(1) Represents the aggregate fair value of stock options on grant date rather than an amount paid to or realized by the NEO. For information on valuation
assumptions, refer to Note 12, “Stock Option Plans”, in the notes to the Company’s financial statements in its Annual Report on Form 10-K for the year
ended December 31, 2019.

Each option vests in four equal annual installments commencing one day after the first anniversary of the grant date and thereafter one day after each
of the three succeeding annual anniversary dates of the grant date. The exercise price of each option is equal to 100 percent of the fair market value
on the grant date. The fair market value was determined to be the closing price of the Common Stock on the day on which the option is granted.

The options granted to NEOs in 2019 had an exercise price of $19.48 per share. Options granted to NEOs in 2018 had exercise prices ranging from
$22.66 to $23.94 per share. The number of shares underlying the options granted to the NEOs in 2019 and 2018 were as follows:

Number of Shares Underlying Options

Name 2019 2018
Walter C. Johnsen 25,000 58,500
Brian S. Olschan 20,000 44,200
Paul G. Driscoll 15,000 20,000

(2) Consists of reimbursement of out-of-pocket health care expenses, payment of life insurance premiums and Company matching contribution to the
Company'’s 401(k) Profit Sharing Plan.

(3) Consists of reimbursement of payments of life insurance premiums and Company matching contribution to the Company’s 401(k) Profit Sharing Plan.
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Outstanding Equity Awards at Fiscal Year-End

The following table shows outstanding stock option awards classified as exercisable and unexercisable as of December 31, 2019 for each
of the NEOs.

Number of Number of
Securities Underlying Securities Underlying
Unexercised Options Unexercised Options Option Exercise Option Expiration
Name (#) Exercisable (#) Unexercisable Price ($) Date (1)
Walter C. Johnsen 20,400 — $10.02 2/21/22
16,000 — $12.01 1/22/23
40,000 — $13.75 7/25/23
16,000 — $15.45 2/25/24
40,000 — $16.92 7/30/24
6,000 — $19.18 2/24/25
33,750 11,250 $21.49 8/3/26
30,000 30,000 $23.99 1/24/27
22,500 22,500 $24.92 10/16/27
3,375 10,125 $23.94 1/23/28
11,250 33,750 $22.66 8/8/28
25,000 $19.48 8/7/29
Brian S. Olschan 15,400 — $10.02 2/21/22
30,000 — $10.64 7/31/22
11,000 — $12.01 1/22/23
30,000 — $13.75 7/25/23
11,000 — $15.45 2/25/24
30,000 — $16.92 7/30/24
4,000 — $19.18 2/24/25
26,250 8,750 $21.49 8/3/26
22,500 22,500 $23.99 1/24/27
17,500 17,500 $24.92 10/16/27
2,300 6,900 $23.94 1/23/28
8,750 26,250 $22.66 8/8/28
20,000 $19.48 8/7/29
Paul G. Driscoll 15,000 — $10.10 8/03/20
5,000 — $10.11 1/25/21
10,000 — $ 9.50 8/09/21
5,300 — $10.02 2/21/22
15,000 — $10.64 7/31/22
6,500 — $12.01 1/22/23
15,000 — $13.75 7/25/23
7,000 — $15.45 2/25/24
15,000 — $16.92 7/30/24
11,250 3,750 $21.49 8/3/26
7,500 7,500 $24.92 10/16/27
5,000 15,000 $22.66 8/8/28
15,000 $19.48 8/7/29

(1) Options vest in four equal parts beginning one day after the first anniversary of grant date and thereafter one day after each of the three succeeding
annual anniversary dates of the grant date. Each option has a ten-year term.

Pension Benefits

In December 1995, the Board of Directors adopted a resolution to freeze the Retirement Plan for Employees of Acme United Corporation,
resulting in no further benefit accruals after February 1, 1996. None of the NEOs is a participant in the Retirement Plan.
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Change in Control Plan

The Company’s Change in Control Plan (successor to the Salary Continuation Plan) covers officers of the Company at the level of
Corporate Vice President or above, who are designated from time to time by the Board of Directors of the Company as a participant in the
plan. The plan participants presently consist of three individuals: Walter C. Johnsen, Brian S. Olschan and Paul G. Driscoll. The plan is
designed to retain key employees and provide for continuity of management in the event of a threatened, pending or actual change in
control of the Company. A participant would receive payment under the plan if there is a change in control of the Company and, within one
year after such change in control, the participant voluntarily or involuntarily separates from service of the Company for any reason
whatsoever.

A change in control of the Company is deemed to occur when any one person, or more than one person acting as a group, (i) acquires
ownership of stock of the Company that, together with stock held by such person or group, constitutes more than 50 percent (50%) of the
total fair market value or total voting power of the stock of the Company; or (ii) acquires assets from the Company that have a total gross
fair market value equal to or more than 50 percent (50%) of the total gross fair market value of all of the assets of the Company
immediately before such acquisition or acquisitions. For this purpose, the gross fair market value of assets excludes liabilities associated
with such assets.

The compensation and benefits which would be provided to a participant in the plan consist of the following:

+ Monthly salary at the rate being paid on the date of the change in control multiplied by the number of months payable, as described
below;

« Average monthly incentive bonus payments for the three taxable years immediately prior to the change in control multiplied by the
number of months payable; and

+ Medical, life and other insurance in effect on the date of disposition to continue into the future for the number of months that
compensation is payable.

In addition, the plan imposes a limit on the total amounts and benefits which may be paid to a participant in the plan. The plan provides
that, if any amount or benefit to be paid or provided to a participant would be deemed an “excess parachute payment” (within the meaning
of Section 280G of the Internal Revenue Code), then the payment to be paid or the benefits to be provided to the participant will be
reduced to the minimum extent necessary so that all potential “parachute payments” to the participant will not exceed 2.99 times the
participant’s “base amount” (as also defined in Section 280G).

Payment of the first two items would be made in a lump sum, no later than thirty (30) days after the participant separates from service.
However, payments to be made to a participant who is a key employee (as defined in the plan, based on certain levels of compensation or
stock ownership in the Company), must be deferred for six months.

A director of the Company who is also an officer of the Company at the level of Executive Vice President or above (presently Messrs.
Johnsen and Olschan) would be entitled to the value of thirty-six (36) months’ compensation and benefits for thirty-six (36) months.
Officers at the level of Senior Vice President and Vice President (presently, Mr. Driscoll) would be entitled to receive the value of twenty-
four (24) months’ compensation and benefits for twenty-four (24) months. All of the participants in the plan are presently “key employees,”
as described above.

Severance Pay Plan

The Severance Pay Plan covers officers of the Company employed in the United States at the level of Corporate Vice President or above.
The plan is designed to enable the Company to attract and retain key employees. This plan covers Walter C. Johnsen, Brian S. Olschan
and Paul G. Driscoll. A covered officer would receive payments under the plan if one of the following triggering events occurs:

+ involuntary termination for any reason other than gross misconduct;
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* death;
« reduction of responsibility, status or compensation; or
« transfer to a location unreasonably distant from his or her current location.

This plan would only apply if the Change in Control Plan would not apply. Payment under this plan, except in the event of termination by
death, would be equivalent to one month’s salary multiplied by each year of service to the Company based upon the level of his or her
compensation in effect immediately preceding such termination. The plan sets out a minimum and maximum number of months’
compensation payable to each such employee upon such severance. The plan would also provide death benefits to covered officers’
beneficiaries.

A Director of the Company who is also an Officer of the Company at the level of Executive Vice President or above (presently, Messrs.
Johnsen and Olschan) would be entitled to a minimum of nine (9) months’ compensation and a maximum of thirty (30) months’
compensation. In the event of such officer’s death, his or her beneficiaries would be entitled to nine (9) months’ compensation. Officers
at the level of Senior Vice President or Vice President (presently, Mr. Driscoll) would be entitled to a minimum of six (6) months’
compensation and a maximum of eighteen (18) months’ compensation. In the event of such officer’s death, his or her beneficiaries would
be entitled to six (6) months’ compensation. Payments would be made in a single lump sum.

Equity Compensation Plan Information

The following table sets forth information regarding compensation payable under the Company’s equity compensation plans (the 2017
Non-Salaried Director Stock Option Plan and the 2012 Employee Plan) in effect as of December 31, 2019. The Company’s shareholders
have approved each equity compensation plan.

Number of securities
remaining available

Number of securities for future issuance
to be issued upon Weighted-average under equity
exercise of exercise price of compensation
outstanding options, outstanding options, plans, (excluding securities
warrants and rights warrants and rights reflected in column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved by security
holders 1,363,694 $19.08 44,875
Equity compensation plans not approved by
security holders -0- -0- -0-
Total 1,363,694 $19.08 44,875

DIRECTOR COMPENSATION

Cash Compensation

As described below, in 2019, the Company paid as compensation to non-employee directors cash consisting of annual fees and fees for
Board and committee meetings attended. Each director who chaired a committee received additional compensation to compensate for the
additional responsibility and effort associated with the director’s respective position. These fees consisted of:

« anannual fee of $35,600, payable quarterly;
*  $2,040 for each Board meeting attended;
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«  $860 for each committee meeting attended;
*  $1,770 to committee chairpersons for each committee meeting conducted; and
« an annual fee of $4,280 to the Chairperson of the Audit Committee.

In addition, the Company provided reimbursement to each director for customary and usual travel expenses incurred in connection with
attendance at Board and committee meetings.

Stock Options

Under the 2017 Non-Salaried Director Stock Option Plan (the “2017 Director Plan”), each non-employee director re-elected to the Board of
Directors receives an annual option grant to purchase 5,000 shares of Common Stock. The 2017 Director Plan expires on February 23,
2027, and no options can be granted under the 2017 Director Plan after that date. However, each option outstanding under the 2017
Director Plan on February 23, 2027 would extend beyond that date for the remainder of the term of such option.

Under the 2017 Director Plan, each new director, upon becoming a member of the Board of Directors will receive an option to purchase
5,000 shares of Common Stock. These options would vest as follows: 25% on the day after the grant date; 25% one day after the first year
anniversary of the grant date; 25% one day after the second year anniversary of the grant date; and 25% one day after the third year
anniversary of the grant date.

The 2017 Director Plan provides that the Board of Directors has the authority to increase or decrease the number of shares of Common
Stock which are the subject of the annual or initial option grants to directors. In 2019, each director was scheduled to receive an option to
purchase 5,000 shares of Common Stock. However, the total number of options then remaining available for grant under the 2017 Director
Plan was not sufficient to award a full option grant to each of the five directors participating in the plan. Accordingly, the Board of Directors
determined to award to each participating director an option to purchase 4,000 shares of Common Stock and to pay a cash fee in lieu of
the portion of the option to which the director was otherwise entitled, as described below. (See note 2 to the following table of payments to
non-employee directors during fiscal 2019.)

The following table discloses the cash, equity awards and other compensation earned, paid or warded, as the case may be, to each of the
Company’s non-employee directors during the fiscal year ended December 31, 2019.

Fees Earned or Paid in All other
Cash Option Awards Compensation
Name ($) ($) (@ (%) @ Total
Brian K. Barker $ 39,800 $ 24,400 $ 6,100 $ 70,300
Rex L. Davidson $ 56,220 $ 24,400 $ 6,100 $ 86,720
Richmond Y. Holden, Jr. $ 58,040 $ 24,400 $ 6,100 $ 88,540
Susan H. Murphy $ 53,640 $ 24,400 $ 6,100 $ 84,140
Stevenson E. Ward IlI $ 61,510 $ 24,400 $ 6,100 $ 92,010

(1) Represents the aggregate fair value of stock options on grant date rather than an amount paid to or realized by the director. For information on the
valuation assumptions, refer to the Note 12, “Stock Option Plans” in the notes to the Company'’s financial statements in its Annual Report on Form
10-K for the year ended December 31, 2019.

The exercise price of each option is equal to 100 percent of fair market value on the date of grant. The fair market value was determined to be the
average price of the Common Stock on the trading day of the grant date. Each option had an exercise price of $21.20 per share, and became
exercisable in full one day after the date of grant.

(2) The amount paid was equal to the aggregate fair value of stock options on April 22, 2019 (the date of the Annual Meeting of Shareholders held in
2019) and was paid in cash to the director in lieu of the grant of an option to purchase 1,000 shares, which would have constituted a portion of the
option to purchase 5,000 shares which the director was entitled to receive under the 2017 Director Plan.
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(3) The following table shows the aggregate number of option awards outstanding for each non-employee director as of December 31, 2019.

Aggregate Option Awards Outstanding

Name as of December 31, 2019
Brian K. Barker 4,000
Rex L. Davidson 38,250
Richmond Y. Holden, Jr. 15,000
Susan H. Murphy 42,750
Stevenson E. Ward lll 42,750
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Report of the Audit Committee

The Audit Committee oversees the Company’s financial reporting process on behalf of the Board of Directors. The Audit Committee has
reviewed and discussed the Company’s audited consolidated financial statements for the fiscal year ended December 31, 2019, with
management and with representatives of Marcum LLP, the Company’s independent registered public accounting firm, including
discussions of the presentation and integrity of the Company’s financial statements. Management represented to the Audit Committee that
the Company’s financial statements were prepared in accordance with accounting principles generally accepted in the United States.

Management has the primary responsibility for the financial statements of the Company and the Company’s financial reporting process,
including the system of internal controls. The Audit Committee does not provide any expert or special assurance as to the Company’s
financial statements. Marcum LLP is responsible for performing an independent audit of the Company’s financial statements and
expressing an opinion on the conformity of the Company'’s financial statements with generally accepted accounting principles in the United
States. Marcum LLP also is responsible for auditing the effectiveness of the Company’s internal control over financial reporting and issuing
a report thereon. The Audit Committee does not provide any professional certification as to Marcum LLP’s work product.

As required by the standards of the Public Company Accounting Oversight Board (“PCAOB”), the Audit Committee has discussed with
representatives of Marcum LLP the matters required to be discussed under applicable PCAOB standards. The Audit Committee has
received and reviewed the written disclosures and letters from Marcum LLP required by applicable requirements of the PCAOB regarding
the independent accountant’'s communications with the Audit Committee concerning independence, and has discussed with Marcum LLP
the independence of Marcum LLP from the Company. The Audit Committee also considered whether the provision of non-audit services
by Marcum LLP to the Company is compatible with Marcum LLP’s independence. Based on these discussions and disclosures, the Audit
Committee concluded that Marcum LLP is independent from the Company and its management.

The Audit Committee discussed with the Company’s independent auditors the overall scope and plan for their respective audits. The Audit
Committee met with the independent auditors, with and without management present, to discuss the results of their examinations, their
evaluations of the Company'’s internal controls, and the overall quality of the Company’s financial reporting.

Based on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors that the Company’s
audited consolidated financial statements for the year ended December 31, 2019, be included in the Company’s Annual Report on Form
10-K for the year ended December 31, 2019 for filing with the Securities and Exchange Commission.

Stevenson E. Ward, Ill, Chair

Richmond Y. Holden, Jr., Member

Rex L. Davidson, Member
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Transactions with Related Persons

The term “related person” includes any executive officer of the Company, any director or nominee for election as director, any security
holder holding more than 5% of the Common Stock or any immediate family member of any of the foregoing persons.

Policy

As adopted by the Board of Directors, the charter of the Audit Committee requires that related person transactions must be reviewed and
approved by the Audit Committee of the Board, which consists solely of independent directors. This requirement applies to any such
transaction and is not limited to transactions which meet the minimum threshold for disclosure in the proxy statement under the relevant
rules under the Exchange Act (generally, in 2019, with respect to smaller reporting companies, transactions which involve an amount
equal to the lesser of $120,000 or one percent of the average of the Company’s total assets at year-end for the last two completed fiscal
years, and in which a related person has a direct or indirect material interest).

Procedures

Management or the affected director or executive officer will bring the transaction to the attention of the Audit Committee. The transaction
must be approved in advance whenever practicable, and if not practicable, must be reviewed as promptly as practicable. Although the
Audit Committee has not adopted formal procedures for the review and approval of transactions with related persons, the Audit Committee
will approve the transaction only if it determines that it is in the best interests of the Company.

If the Audit Committee were to approve a related party transaction, the Audit Committee would periodically monitor the transaction to
ensure that there are no changed circumstances that would render it advisable for the Company to amend or terminate the transaction.

There were no related person transactions with the Company since January 1, 2018.

PROPOSAL 2
AMENDMENT TO THE 2012 EMPLOYEE STOCK OPTION PLAN

On February 25, 2020, the Board of Directors, approved the amendment of the 2012 Employee Plan, to increase the number of shares
which may be issued upon exercise of options granted under the 2012 Employee Plan, from 1,180,000 to 1,380,000. The effectiveness of
the amendment is subject to approval by our shareholders. Options to purchase a total of 1,875 shares remain available for issuance
under the 2012 Employee Plan. The Company proposes that the number of shares of Common Stock reserved for issuance under the
2012 Employee Plan be so increased in order to enable the Company to continue to utilize stock options. The Company believes that such
equity incentives help it to remain competitive in attracting, motivating, rewarding and retaining highly qualified personnel. In determining
the amount of the proposed increase in the number of shares which may be issued upon exercise of options granted or which may be
granted under the 2012 Employee Plan, the Board of Directors considered, among other things, (i) the factors described above under
“Executive Compensation—Stock Option Program for Employees”; and (ii) the anticipated increases from time to time in the number of
participants in the 2012 Employee Plan as a result of the growth of the Company (both internally and through acquisition).

The following description of the 2012 Employee Plan as amended is qualified in its entirety by reference to the text of the 2012 Employee
Plan and its prior amendments, copies of which have been filed with the SEC.

Purpose

The purpose of the 2012 Employee Plan is to advance the interests of the Company and its shareholders by strengthening the ability of
the Company to attract, retain and reward highly qualified key employees, to
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motivate key employees to achieve business objectives established to promote the long-term growth, profitability and success of the
Company, and to encourage ownership of the Common Stock by participating key employees.

Administration of the 2012 Employee Plan

The 2012 Employee Plan is administered by the Board of Directors of the Company. In administering the 2012 Employee Plan, the Board
acts upon recommendations of the Compensation Committee, which consists of members of the Board who are not employees of the
Company. Subject to the provisions of the 2012 Employee Plan, the Board determines the employees who will receive options under the
2012 Employee Plan, the number of shares subject to each option and the terms of those options, and interprets the 2012 Employee Plan
and makes such rules of procedure as the Board may deem proper.

Shares of Stock Subject to the 2012 Employee Plan

The aggregate number of shares that may be issued upon exercise of options granted during the term of the 2012 Employee Plan is
presently limited to 1,180,000 shares of the Common Stock of the Company. This limit may not be increased, other than by amendment of
the 2012 Employee Plan, during the term of the 2012 Employee Plan except by proportionate adjustment following recapitalization, stock
splits, stock dividends or any similar adjustment in the number of shares subject to outstanding options, and in the related option exercise
price. If the shareholders approve Proposal 2, 200,000 additional shares (which can be authorized but unissued shares, or treasury shares
or a combination thereof) will be reserved for the award of options.

Eligibility
Based on current staffing, under the 2012 Employee Plan, approximately 35 to 40 key employees of the Company (including directors and
officers who are employees) may be granted options to purchase shares of Common Stock.

Options

Options granted under the 2012 Employee Plan may be either incentive stock options within the meaning of Section 422 of the Internal
Revenue Code of 1986, or non-qualified stock options. The exercise price with respect to an option awarded under the plan will be one
hundred percent (100%) of the fair market value of the Common Stock on the date that the option is granted provided, however, that the
price shall not be less than the par value of the Common Stock which is subject to the option. If incentive stock options are granted to an
employee owning Common Stock having more than ten percent (10%) of the voting power of the Company, the exercise price must be at
least one hundred ten percent (110%) instead of one hundred percent (100%) of the fair market value of the Common Stock on the date
that the option is granted, and the option by its terms may not be exercisable after the expiration of five (5) years from the date of grant.
No option may be granted under the 2012 Employee Plan after the tenth anniversary of the adoption of the plan. The options granted by
the Company to employees historically have had a term of ten years.

Under the 2012 Employee Plan (and its predecessor plans), the Company may grant both incentive stock options (“ISOs”) and
non-qualified stock options. However, commencing in July 2006, the Company has granted only non-qualified stock options to its
employees. The Board presently anticipates that options which it may grant under the 2012 Employee Plan will be non-qualified stock
options.

Option Vesting Schedule

Upon the granting of any option, the optionee must enter into a written agreement with the Company setting forth the terms upon which
the option may be exercised. Such an agreement sets forth the length of the term of the option and the timing of its vesting and may
provide arrangements for income and
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employment tax withholding. Under terms of the 2012 Employee Plan, options are exercisable in accordance with the following schedule:
twenty-five percent (25%) one day after first year anniversary of the date of grant; twenty-five percent (25%) one day after second year
anniversary of date of grant; twenty-five percent (25%) one day after third year anniversary of date of grant; and twenty-five percent (25%)
one day after the fourth year anniversary of date of grant. In no event shall the length of an option extend beyond ten years from the date
of its grant.

Under the 2012 Employee Plan, if the employment of any person to whom an option has been granted is terminated for any reason other
than the death, disability or retirement of the optionee, the optionee may exercise all options vested on the termination date within one

(1) year following such termination, subject to the ten (10) year limitation on the term of options. If the termination is by reason of
retirement, the optionee may exercise the option, in whole or in part, at any time within one (1) year following such termination of
employment, subject to the ten (10) year limitation, but if the option is exercised later than three (3) months from the date of retirement the
option shall not constitute an ISO. If the optionee dies while employed by the Company or its subsidiaries, or during a period after
termination of employment in which the optionee could exercise an option, the optionee’s beneficiary may exercise the option within one
(1) year of the date of the optionee’s death but in no event may the option be exercised later than the date on which the option would have
expired if the optionee had lived. If the termination is by reason of disability, the optionee may exercise the option, in whole or in part, at
any time within one (1) year following such termination of employment or within such other period, not exceeding three (3) years after the
date of disability, as is set forth in the option agreement with respect to such options, provided, however, that if the option is exercised later
than one (1) year after the date of disability, it shall not constitute an ISO, and in no event may the option be exercised after ten (10) years
from grant.

If the employment of an optionee is terminated for any reason other than termination for cause (as defined in the 2012 Employee Plan)
after more than 15 years of employment, the optionee’s exercise rights for any vested Option shall be automatically extended until the
expiration of the term for such option. However, in no event shall the period extend beyond the expiration of the term.

Any option which is not exercised by the optionee within the three-month period immediately following the optionee’s termination of
employment, or, in the case of termination of employment on account of disability, within one (1) year after the date of disability, shall
cease to be an ISO.

If the Corporation dissolves, sells substantially all of its assets, is acquired in a stock for stock or securities exchange, or is a party to a
merger or other reorganization in which it is not the surviving corporation, then each Option shall fully vest and become fully exercisable
commencing upon the occurrence of the transaction and thereafter may be exercised for a period of sixty (60) days.

Notwithstanding the above, no option may be exercised after the expiration date specified in the option agreement. Options granted under
the 2012 Employee Plan may not be transferred other than by will or by the laws of descent and distribution and, during the optionee’s
lifetime, may be exercised only by the optionee.

Method of Exercise

An optionee may exercise an option by three methods (i) by delivering payment to the Company in cash, (ii) by a “cashless exercise”
(electing to pay for the shares through a reduction in the number of shares otherwise deliverable by the number of shares equal to the
aggregate value of the total exercise price) or (iii) by electing to receive a cash payment from the Company in an amount equal to the
number of shares being exercised multiplied by the excess of (a) the fair market value of the shares over (b) the exercise price of the
Option. The second and third methods are subject to the consent of the Company at the time the optionee gives notice to the Company of
the option exercise.
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Amendment to the 2012 Employee Plan

The 2012 Employee Plan may be terminated, suspended, or modified at any time by the Board of Directors, but no amendment increasing
the maximum number of shares for which options may be granted (except to reflect a stock split, stock dividend or other distribution),
reducing the option price of outstanding options, extending the period during which options may be granted, or otherwise materially
increasing the benefits accruing to optionees or changing the class of persons eligible to be optionees, shall be made without first
obtaining approval of the shareholders of the Company. No termination, suspension or modification of the 2012 Employee Plan shall
adversely affect any right previously acquired by the optionee or other beneficiary under the 2012 Employee Plan.

FEDERAL INCOME TAX CONSEQUENCES

Granting of Non-Qualified Stock Options

With respect to the tax effects of non-qualified stock options, since the options granted under the 2012 Employee Plan do not have a
“readily ascertainable fair market value” within the meaning of the Federal income tax laws, an optionee of an option will realize no taxable
income at the time the option is granted.

Exercise of Non-Qualified Stock Options

When a non-qualified stock option is exercised, the optionee will generally be deemed to have received compensation, taxable at ordinary
income tax rates, in an amount equal to the excess of the fair market value of the shares of Common Stock of the Company on the date of
exercise of the option over the exercise price. The Company will withhold income and employment taxes in connection with the optionee’s
recognition of ordinary income as a result of the exercise by an employee/optionee of a non-qualified stock option, and arrangements must
be made with the Company for the source of such withholding. The Company generally can claim a deduction in the fiscal year of the
Company that includes the last day of the taxable year of the optionee during which the optionee recognizes income from the option
exercise. The amount of such deduction will be equal to the ordinary income recognized by the optionee.

Granting of Incentive Stock Options and Exercise of Incentive Stock Options

With respect to the tax effects of an ISO, the optionee does not recognize any regular taxable income when the option is granted or
exercised; however, the excess of the fair market value of the stock on the date of exercise over the exercise price must be included in the
optionee’s alternative minimum taxable income and subject to alternative minimum tax at a rate up to twenty-eight percent (28%). There
is, however, a credit available for the alternative minimum tax paid with respect to the exercise of an ISO.

Sale of Shares

When stock acquired through the exercise of a non-qualified stock option is sold, the difference between the optionee’s basis in the shares
and the sale price will be taxable to the optionee as a capital gain (or loss). The gain will be long-term capital gain (loss) for federal income
tax purposes if the stock was held for more than one (1) year after the option exercise.

If no disposition of shares issued to an optionee pursuant to the exercise of an ISO is made by the optionee within two (2) years after the
date the option was granted or within one (1) year after the shares were transferred to the optionee, then (a) upon sale of such shares,
any amount realized in excess of the exercise price (the amount paid for the shares) will be taxed to the optionee as long-term capital gain
and any loss sustained will be a long-term capital loss and (b) no deduction will be allowed to the Company for federal income tax
purposes. The tax basis of the stock for alternative minimum tax purposes shall be the fair market value of the stock on the date of
exercise of the option.
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If shares of Common Stock acquired upon the exercise of an ISO are disposed of prior to the expiration of the two (2) year and one

(1) year holding periods described above (a “Disqualifying Disposition”) generally (a) the optionee will realize ordinary income in the year
of disposition in an amount equal to the excess (if any) of the fair market value of the shares at exercise (or, if less, the amount realized
upon the sale of such shares) over the option price thereof, and (b) the Company will be entitled to deduct such amount. Any further gain
realized will be taxed as short-term or long-term capital gain (depending on the holding period) and will not result in any deduction by the
Company. A Disqualifying Disposition in the same year as exercise of an ISO will eliminate the alternative minimum tax adjustment
associated with the exercise of the 1SO.

2012 Employee Plan Benefits

Awards under the 2012 Employee Plan are granted at the discretion of the Board of Directors, which acts upon recommendations of the
Compensation Committee. The Board determines the key employees who will receive options under the 2012 Employee Plan and the
terms of those options. Accordingly, the nature and amounts of any future awards to be made to participants in the 2012 Employee Plan
are not presently determinable.

Since the grant of option awards under the 2012 Employee Plan will be determined at the discretion of the Board of Directors, the
Company is not presently able to determine the number of options that may be granted to each NEO, all current executive officers as a
group, and all other employees. Non-employee directors are not eligible to participate in the 2012 Employee Plan.

However, assuming that the proposed amendment to the 2012 Employee Plan had been in effect with respect to fiscal year 2019, the
Company would have awarded (and in fact did award) options as follows:

Name and Position or Group Dollar Value (1) Number of Shares
Walter C. Johnsen $ 145,250 25,000

Brian S. Olschan $ 116,200 20,000

Paul G. Driscoll $ 87,150 15,000
Executive Officers as a Group $ 348,600 60,000
Non-Executive Directors as a Group 0 0
Non-Executive Officer Employee Group $ 234,770 40,000

(1) Represents the aggregate fair value of stock options on grant date rather than an amount paid to or realized by the named executive officer. For
information on valuation assumptions, refer to the note on Stock Option Plans in the notes to the Company'’s financial statements in its Annual Report
on Form 10-K for the year ended December 31, 2019.

Vote Required

The approval of the amendment to the 2012 Employee Plan requires the affirmative vote of a majority of the shares of Common Stock of
the Company cast in person or by proxy on the amendment. If the amendment is not approved by shareholders, it will not become
effective.

The Board of Directors recommends a vote FOR approval of the amendment to the 2012 Employee Stock Option Plan.
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PROPOSAL 3
AMENDMENT TO THE 2017 NON-SALARIED DIRECTOR STOCK OPTION PLAN

On February 25, 2020, the Board of Directors, subject to approval of the Shareholders, amended the 2017 Non-Salaried Director Stock
Option Plan (the “Director Plan”) to increase the number of shares subject to options from 60,000 to 110,000. No options remain available
for grant under the plan. The Company proposes that the number of shares of Common Stock reserved for issuance under the Director
Plan be so increased in order to enable the Company to continue to attract and retain highly qualified personnel. The following description
of the Director Plan as amended is qualified in its entirety by reference to the text of the Director Plan and its prior amendments, copies of
which have been filed with the SEC.

Purpose

The purpose of the Director Plan is to provide long-term incentive supplemental compensation for members of the Board of Directors of
the Company who are not employees of the Company through the ownership of the Company’s Common stock, thereby further aligning
their interest with the interests of shareholders. Stock option plans for non-employee directors have served Acme United and its
shareholders well by directly relating incentive compensation to the building of long term shareholder values.

Administration of the Plan

The plan is administered by the Compensation Committee of the Board of Directors composed of non-employee directors (the
“Committee”).

Shares of Stock Subject to the Plan

The aggregate number of shares that may be issued upon exercise of options granted during the term of the Plan is presently limited to
60,000 shares of the Common Stock of the Company. This limit may not be increased during the term of the Plan except by equitable
adjustment following recapitalization, stock splits, stock dividends or any similar adjustment in the number of shares subject to outstanding
options, and in the related option exercise price. If the shareholders approve Proposal 3, 50,000 additional shares (which can be
authorized but un-issued shares or treasury shares or a combination thereof) will be reserved for the award of options.

Eligibility

All Non-Salaried Directors of the Company are eligible to participate in the Director Plan.

Duration of the Plan

No awards of stock options may be made under the Director Plan after February 23, 2027. Applicable provisions will continue in effect
thereafter with respect to all unexercised options outstanding prior to that date.

Options

Under the terms of the Director Plan, each Non-Employee Director is annually granted an option to purchase 5,000 shares of Common
Stock. Each newly appointed or elected Non-Employee Director receives an initial option to purchase 5,000 shares of common stock, and
thereafter would annually, along with the other Non-Employee Directors, receive an option to purchase 5,000 shares of Common Stock.
Under the Director Plan, the Board of Directors has the authority to increase or decrease the number of shares of Common Stock which
are the subject of such annual or initial option grants.
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The terms of the options shall, at the time of the grant, provide that the options will not be treated as incentive stock options within the
meaning of Section 422 of the Internal Revenue Code of 1986 (the “Code”), as amended.

The exercise price with respect to an option awarded under the Director Plan will be 100% of the fair market value of the Common Stock
as of the date the option is granted. It will be paid for in full, in cash or in any other medium and manner satisfactory to the Company at the
time the option is exercised. The optionee must satisfactorily provide for the payment of any taxes which the Company is obligated to
collect or withhold before the Common Stock is transferred to the optionee.

Terms of Exercise of Options

Options granted on an annual basis to directors vest and are exercisable in full upon grant. Options which are granted to newly elected or
appointed directors are exercisable in accordance with the following schedule: twenty-five percent (25%) on the day after the date of the
grant; twenty-five percent (25%) one day after first year anniversary of the date of grant; twenty-five percent (25%) one day after second
year anniversary of date of grant; twenty-five percent (25%) one day after third year anniversary of date of grant.

Options may not be exercised until they vest (as noted above, vesting ranges from immediately to three years) and may not be exercised
after ten (10) years from the date of the grant. In the case of death or disability of the grantee, the option may be exercised within twelve
(12) months of the death or disability, subject to the 10-year limitation. The Committee may make provision for exercises within the 10-year
term of a grant. Recipients will have no rights as stockholders until the date of exercise in the case of an exercise involving receipt of
stock. Options may not be transferred except upon the death of the grantee.

Amendment to the Director Plan

Without further approval of the shareholders, the Board may discontinue the Director Plan at any time and may amend it from time to time
in such respect as the Board may deem advisable including the initial and annual numbers of options granted, unless shareholder or
regulatory approval is required by law or regulation and subject to any conditions established by the terms of such amendment; provided,
however, that the Director Plan may not be amended more than once every six (6) months other than to comport with changes in the
Code, the Employee Retirement Income Security Act or the rules thereunder.

FEDERAL INCOME TAX CONSEQUENCES

Granting of Options

A recipient of options incurs no income tax liability as a result of having been granted those options or rights.

Exercise of Options

The exercise by an individual of a stock option normally results in the immediate realization of ordinary income subject to self-employment
tax by the individual in an amount equal to the excess of (i) the fair market value of the stock which is being purchased on the date of
exercise over (ii) the price being paid for such stock.

Sale of the Stock

Under current law an individual who sells stock which was acquired upon the exercise of options will receive long-term capital gains or
loss treatment, if he or she has held such stock for longer than one year following the date of such exercise. The gain or loss from the sale
will be equal to the difference between the price for
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which such stock was sold and the market value of the stock on the date of the exercise. If the individual has held the stock for one year or
less the gain or loss will be treated as short-term capital gain or loss.

PROPOSAL 4
ADOPTION OF A NON-BINDING RESOLUTION TO APPROVE THE COMPENSATION OF OUR
NAMED EXECUTIVE OFFICERS

In accordance with the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) enacted in 2010 and
pursuant to Section 14A of the Exchange Act, the Company is again providing shareholders with the opportunity to vote on a non-binding,
advisory proposal, commonly known as a “say-on-pay” proposal, to approve the compensation of the Company’s named executive officers
as disclosed above in this proxy statement under “Executive Compensation.” The shareholders last voted on such a proposal at the
Company’s Annual Meeting of Shareholders in 2019. This proposal gives our shareholders an opportunity to express their views on the
overall compensation of the Company’s named executive officers, but is not intended to address any specific item of compensation. In
making a voting decision, stockholders are encouraged to review the discussion of the Company’s compensation policies and decisions
regarding its named executive officers that appears earlier in this proxy statement under “Executive Compensation” including the
compensation tables and related narrative disclosure.

The executive officers named in the summary compensation table and deemed to be “named executive officers” are Walter C. Johnsen,
Brian S. Olschan and Paul G. Driscoll. The Company’s executive compensation program consists of four components: base salary, a cash
incentive bonus award; longer-term incentive equity awards (consisting of stock option awards); and retirement benefits and other benefits
described in detail in the Section entitled “Executive Compensation” that appears earlier in this Proxy Statement. The program uses a
balance of short- and long-term performance metrics to encourage the efficient management of our business and minimize excessive risk-
taking. It ties a significant portion of executive pay to Company performance over a multi-year period. The compensation paid to the
Company'’s executive officers is intended to align their interests with the long-term interests of the Company’s shareholders and is based
on a pay-for-performance philosophy. It is straightforward, consisting principally of salary, which must be competitive to retain the skills and
experience of excellent employees, annual bonus to reward strong performance, and equity compensation to encourage long-term
commitment and team performance. Not all elements of our compensation package may be provided every year, depending on the
performance of the Company and the executive, the Company’ resources and other factors deemed relevant by the Board of Directors.

We believe that our executive compensation program, with our balance of base salary, performance-based bonuses and multi-year vesting
equity awards, encourages and rewards sustained performance that is aligned with long-term stockholder interests.

The Board of Directors believes that the compensation given to our named executive officers for 2019 helped to achieve the overall
objective of enhancing value for our shareholders.

The vote solicited by this proposal is advisory and its outcome will not be binding on the Board of Directors nor require the Board of
Directors to take any action. Moreover, the outcome of the vote will not be construed as overruling any decision of the Board of Directors,
or creating or implying any additional fiduciary duty of the Board of Directors. However, the Board of Directors expects to take into account
the outcome of this vote when considering future executive compensation arrangements recommended by the Compensation Committee
for the Company’s executive officers.

The Board of Directors strongly supports our executive compensation programs and asks shareholders to vote on the following advisory
resolution:

RESOLVED, that compensation paid to the Company’s named executive officers for the year ended December 31, 2019, as
disclosed in this Proxy Statement pursuant to Item 402 of Regulation S-K, including the compensation tables and the related
narrative discussion, is hereby approved.
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Vote Required

The approval of Proposal 4 on an advisory basis requires the affirmative vote of a majority of the votes that could be cast by the
shareholders present in person or represented by proxy and entitled to vote.

The Board of Directors unanimously recommends a vote “FOR” the approval of the compensation of our named executive
officers, as disclosed in this Proxy Statement.

PROPOSAL 5

RATIFICATION OF THE APPOINTMENT OF MARCUM LLP AS OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

FOR THE FISCAL YEAR ENDING DECEMBER 31, 2020

The Audit Committee of the Board of Directors has appointed Marcum LLP as our independent registered public accounting firm for the
fiscal year ending December 31, 2020.

Representatives of Marcum LLP will be present at the Annual Meeting and will have the opportunity to make a statement if they desire to
do so. They will also be available to respond to appropriate questions.

The Audit Committee is not aware of any disagreements between management and our current independent registered public accounting
firm, Marcum LLP, regarding accounting principles and their application or otherwise.

Audit Committee Pre-Approval of Independent Registered Public Accounting Firm Services

The Audit Committee pre-approves all audit and permissible non-audit services provided by the independent registered public accounting
firm. These services may include audit services, audit-related services, tax services and other services. The Audit Committee has adopted
policies and procedures for the pre-approval of services provided by the independent registered public accounting firm. The policies and
procedures provide that management and the independent registered public accounting firm jointly submit to the Audit Committee a
schedule of audit and non-audit services for approval as part of the annual plan for each year. In addition, the policies and procedures
provide that the Audit Committee may also pre-approve particular services not in the annual plan on a case-by-case basis. For each
proposed service, management and the independent registered public accounting firm must provide a detailed description of the service
and the projected fees and costs (or a range of such fees and costs) for the service.

Fees to Independent Registered Public Accounting Firm

Set forth below is a description of the fees for professional audit services rendered by Marcum LLP, for the audit of our annual
consolidated financial statements for the fiscal years indicated and review of our interim consolidated financial statements, and fees for
other services rendered by Marcum LLP.

Fees For Fiscal Years Ended

Fee Category December 31, 2019 December 31, 2018
Audit Fees $ 356,000 $ 407,000
Audit Related Fees 12,000 17,000
Tax Fees 37,000 53,000
Total Fees $ 405,000 $ 477,000

Audit Fees. The audit fees for 2018 and 2019 included fees for the audit of the Company’s annual consolidated financial statements and
internal control over financial reporting.
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Audit Related Fees. These fees were for the audit of the Acme United Corporation 401(k) Profit Sharing Plan and services rendered in
connection with the filing of registration statements related to the Company’s stock option plans.

Tax Fees. Tax services included tax compliance, tax consulting, and tax planning.

The Audit Committee has determined that the provision of non-audit services described above is compatible with maintaining Marcum
LLP’s independence.

Vote Required

The ratification of the appointment by our Audit Committee of Marcum LLP as our independent registered public accounting firm for the
fiscal year ending December 31, 2020 requires the affirmative vote of a majority of the shares of Common Stock of the Company voting in
person or by proxy on such ratification. Although shareholder approval of the appointment is not required by law and is not binding on the
Audit Committee, we nonetheless are seeking shareholder ratification because we believe it to be a matter of good corporate practice. If
shareholders do not ratify the selection of Marcum LLP, the Audit Committee will reconsider whether to retain Marcum LLP, but may retain
such independent registered public accounting firm.

The Board of Directors recommends a vote FOR the ratification of our independent registered public accounting firm for the
fiscal year ending December 31, 2020.

SUBMISSION OF SHAREHOLDER PROPOSALS FOR THE 2021 ANNUAL MEETING

If you intend to present a proposal at our 2021 Annual Meeting, you must submit it to us no later than November 27, 2020, to receive
consideration for inclusion in our 2021 proxy materials. If you intend to present a proposal at our 2021 Annual Meeting that is not to be
included in our 2021 proxy materials, you must send the proposal to us in writing by February 17, 2021. Any such proposal should be sent
to the Secretary of the Company at 55 Walls Drive, Fairfield, Connecticut, 06824.

OTHER BUSINESS

Management does not know of any matters to be presented, other than those described herein, at the Annual Meeting. If any other
business should come before the meeting, the persons named in the enclosed proxy will have discretionary authority to vote all proxies in
accordance with their best judgment.

By Order of the Board of Directors,

[l Dl

Paul G. Driscoll,
Vice President and Chief Financial Officer, Secretary and Treasurer

March 19, 2020



VOTE BY INTERNET
Before The Meeting - Go 10 Www. proxyvote.com

Use the Internet to transmit your voting instructions and for electronsc delivery
of information up wntil 11;59 p.m, Eastern Time the day before the cut-off date

ACME UNITED CORPORATION or meeting date. Have your prosy card in hand when you access the web site
55 WALLT DRIVE and follow the instructions 1o obtain your records and 10 create an electronic
FAWRNELD, CT QG2 witang anstructicn forrn,

AT, ML DRsCOdd
Durirng The Meeting - Go to

You may attend the meeting via the Internet and vote during the meeting. Have
the information that is printed in the box marked by the arrow available and
follow the indtrections.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your woting instructions up until
11:59 pom, Eastern Time the day before the cut-off date or meeting date, Have
your proxy card in hand when you call and then follow the instructions

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid
envelope we have provided or retumn it to Viote Processing, ofo Broadridge,
51 Mercades Way, Edgewood, NY 11717,

T VOTE, MARK BLOCKS BELOW IN BLUE OR BLACE INK A5 FOLLOWS

— e e DO4S19-776787 | __ KEEP THIS PORTION FOR YOUR RECORDS
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED. DETACH AND RETLIAN THIS PORTION QHLY
ACME UNITED CORPORATION For Withhold For All To withhold authority to vote for any individual
The Board of Directors recommends you vote FOR All Al Except gm&%ﬁ'mmwmﬁzfﬁm h‘?gwgf the
the following: g
1. Eection of Directors O 0 0
Nominees:
01)  ‘Walter C. Johnsen 05)  Susan H, Murphy
02} Richmand Y. Holden, Ir. 06) Rex L. Davidson
03} Bnan 5 Olchan 07)  Bran K, Barker
04)  Stevenson E. Ward Il
The Board of Directors recommends you vote FOR the following proposals: For Against Abstain
2. Approval of an amendment to the 2012 Employee Stock Option Flan o increase the number of shares authorized for issuance ] a (]
3. Approval of an amendment to the 2017 Plan Non-Salaried Director Stock Option Flan to increase the number of shares authorized for issuance a a a
4. Approval, by non-binding advisony wote, of the compensation of the named executive afficers of the Company as described in the Proxy Statement ] |:| D
5. Ratification of the appointment of Marcum LLP as our independent regrstered public accounting firm for the fiscal year ending December 31, 2020 ] O O

MOTE: Such other busness as may properly come before the mesting o any adjournmant thereof.

Flease sign exactly as your name(s appearis) hereon, When signing as attorney, expcutor,
admenistrator, or other fiduciary, please give full title as such, Jont cwners shouwld each sign
persanally. All holders must sign. If a corporation or partnership, please sign in full corparate
of partnership name by authonzed officer,

Signature [PLEASE SIGM WITHIN BOX] Duate Signature {Joint Owners) Date




Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
The Motice and Proxy Statement and Form 10-K are available at www. proxyvote.com.

D04520-2T6787

PROXY

ACME UNITED CORPORATION
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF
ACME UNITED CORPORATION
FOR THE ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON APRIL 20, 2020

The undersigned hereby appoints Walter C. Johnsen and Susan H. Murphy, and each of them, with full powers of substitution,
to act as attorneys and proxies of the undersigned, to vote all shares of the Common Stock of ACME UNITED CORPORATION,
held of record by the undersigned on March 6, 2020 at the Annual Meeting of Shareholders, to be held via live webcast at
wwwvirtualshareholdermeeting.com/ACU2020 on Monday, April 20, 2020, at 11:00 a.m. and at any adjournment(s) or
postponement(s) thereof, with all the powers the undersigned would have if personally present. Without limiting the general
authorization hereby given, said proxies are, and each of them hereby is, instructed to vote or act as follows on the reverse side
hereof on Proposals 1, 2, 3, 4 and 5. In their discretion, the proxies are authorized to vote upon such other matters, if any, as
may properly come before the Annual Meeting.

The undersigned acknowledges receipt of the Company's Notice of Annual Meeting of Shareholders, Proxy Statement
dated March 19, 2020 and 2019 Annual Report to Shareholders.

Continued and to be signed on reverse side




