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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended February 28, 2011

OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from          to

Commission File No. 1-13859
American Greetings Corporation

(Exact name of registrant as specified in its charter)

Ohio
(State or other jurisdiction

of incorporation or organization)

34-0065325
(I.R.S. Employer Identification No.)

One American Road, Cleveland, Ohio
(Address of principal executive offices)

44144
(Zip Code)

Registrant�s telephone number, including area code: (216) 252-7300
Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered

Class A Common Shares, Par Value $1.00 New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
Class B Common Shares, Par Value $1.00

(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.  YES þ     NO o

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.  YES o     NO þ

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  YES þ     NO o
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Indicate by a check mark whether the registrant has submitted electronically and posted on its corporate Website, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).  YES þ     NO o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  þ

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of �large accelerated filer� �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer þ Accelerated filer o
Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act)  YES o     NO þ

State the aggregate market value of the voting stock held by non-affiliates of the registrant as of the last business day
of the registrant�s most recently completed second fiscal quarter, August 27, 2010 � $729,061,401 (affiliates, for this
purpose, have been deemed to be directors, executive officers and certain significant shareholders).

Number of shares outstanding as of April 27, 2011:
CLASS A COMMON� 37,482,554
CLASS B COMMON� 2,937,927

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the American Greetings Corporation Definitive Proxy Statement for the Annual Meeting of Shareholders,
to be filed with the Securities and Exchange Commission within 120 days after the close of the registrant�s fiscal year
(incorporated into Part III).
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PART I

Unless otherwise indicated or the context otherwise requires, the �Corporation,� �we,� �our,� �us� and �American Greetings�
are used in this report to refer to the businesses of American Greetings Corporation and its consolidated subsidiaries.

Item 1.     Business

OVERVIEW

Founded in 1906, American Greetings operates predominantly in a single industry: the design, manufacture and sale
of everyday and seasonal greeting cards and other social expression products. Greeting cards, gift wrap, party goods,
stationery and giftware are manufactured or sold by us in North America, including the United States, Canada and
Mexico, and throughout the world, primarily in the United Kingdom, Australia and New Zealand. In addition, our
subsidiary, AG Interactive, Inc., distributes social expression products, including electronic greetings, physical
greeting cards incorporating consumer photos, and a broad range of graphics and digital services and products,
through a variety of electronic channels, including Web sites, Internet portals, instant messaging services and
electronic mobile devices. Design licensing is done primarily by our subsidiary AGC, LLC, and character licensing is
done primarily by our subsidiaries, Those Characters From Cleveland, Inc. and Cloudco, Inc. Our A.G. Industries, Inc.
(doing business as AGI In-Store) subsidiary manufactures custom display fixtures for our products and products of
others.

Our fiscal year ends on February 28 or 29. References to a particular year refer to the fiscal year ending in February of
that year. For example, 2011 refers to the year ended February 28, 2011.

PRODUCTS

American Greetings creates, manufactures and/or distributes social expression products including greeting cards, gift
wrap, party goods, giftware and stationery as well as custom display fixtures. Our major domestic greeting card
brands are American Greetings, Recycled Paper Greetings, Papyrus, Carlton Cards, Gibson, Tender Thoughts and Just
For You. Our other domestic products include AGI In-Store display fixtures, as well as other paper product offerings
such as Designware party goods and Plus Mark gift wrap and boxed cards. Electronic greetings and other digital
content, services and products are available through our subsidiary, AG Interactive, Inc. Our major Internet brands are
AmericanGreetings.com, BlueMountain.com, Egreetings.com, Kiwee.com, Cardstore.com and Webshots.com.
Through its Webshots site, our AG Interactive business also operates an online photo sharing space and through its
Cardstore.com site, our AG Interactive business provides consumers the ability to purchase physical greeting cards,
including custom cards that incorporate their own photos and sentiments. Until April 2011, we also operated
PhotoWorks.com through which we provided customers the ability to use their own photos to create a variety of
physical products in addition to greeting cards, including calendars, on-line photo albums and photo books. As we
considered our strategy around these photo-personalized physical products, we decided to de-emphasize photo prints
and other miscellaneous photo-personalized physical products. As a result we wound down our PhotoWorks website.
We also create and license our intellectual properties, such as the �Care Bears� and �Strawberry Shortcake� characters.
Information concerning sales by major product classifications is included in Part II, Item 7.

BUSINESS SEGMENTS

At February 28, 2011, we operated in four business segments: North American Social Expression Products,
International Social Expression Products, AG Interactive and non-reportable operating segments. For information
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regarding the various business segments comprising our business, see the discussion included in Part II, Item 7 and in
Note 16 to the Consolidated Financial Statements included in Part II, Item 8.
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CONCENTRATION OF CREDIT RISKS

Net sales to our five largest customers, which include mass merchandisers and national drug store chains, accounted
for approximately 42%, 39% and 36% of total revenue in 2011, 2010 and 2009, respectively. Net sales to Wal-Mart
Stores, Inc. and its subsidiaries accounted for approximately 15%, 14% and 15% of total revenue in 2011, 2010 and
2009, respectively. Net sales to Target Corporation accounted for approximately 14% and 13% of total revenue in
2011 and 2010, respectively, but less than 10% of total revenue in 2009. No other customer accounted for 10% or
more of our consolidated total revenue. Approximately 54%, 51% and 54% of the North American Social Expression
Products segment�s revenue in 2011, 2010 and 2009, respectively, was attributable to its top five customers.
Approximately 44%, 45% and 39% of the International Social Expression Products segment�s revenue in 2011, 2010
and 2009, respectively, was attributable to its top three customers.

CONSUMERS

We believe that women purchase the majority of all greeting cards sold and that the median age of our consumers is
approximately 46. We also believe that approximately 85% of American households purchase greeting cards each
year, the average number of greeting card occasions for which cards are purchased each year is approximately seven,
and consumers purchase approximately 15 greeting cards per year.

COMPETITION

The greeting card and gift wrap industries are intensely competitive. Competitive factors include quality, design,
customer service and terms, which may include payments and other concessions to retail customers under long-term
agreements. These agreements are discussed in greater detail below. There are an estimated 3,000 greeting card
publishers in the United States, ranging from small family-run organizations to major corporations. With the
expansion of the Internet as a distribution channel for greeting cards, together with the growing use of technology by
consumers to create personalized greetings cards with digital photographs and other personalized content, we are also
seeing increased competition from greeting card publishers as well as a wide range of personal publishing businesses
distributing greeting cards and other social expression products directly to the individual consumer through the
Internet. In general, however, the greeting card business is extremely concentrated. We believe that we are one of only
two main suppliers offering a full line of social expression products. Our principal competitor is Hallmark Cards, Inc.
Based upon our general familiarity with the greeting card and gift wrap industries and limited information as to our
competitors, we believe that we are the second-largest company in the industry and the largest publicly owned
greeting card company.

PRODUCTION AND DISTRIBUTION

In 2011, our channels of distribution continued to be primarily through mass retail, which is comprised of mass
merchandisers, discount retailers, chain drug stores and supermarkets. Other major channels of distribution included
card and gift retail stores, department stores, military post exchanges, variety stores and combo stores (stores
combining food, general merchandise and drug items). From time to time, we also sell our products to independent,
third-party distributors. Our AG Interactive segment provides social expression content, including electronic and
physical greeting cards, through the Internet and wireless platforms.

Many of our products are manufactured at common production facilities and marketed by a common sales force. Our
manufacturing operations involve complex processes including printing, die cutting, hot stamping and embossing. We
employ modern printing techniques which allow us to perform short runs and multi-color printing, have a quick
changeover and utilize direct-to-plate technology, which minimizes time to market. Our products are manufactured
globally, primarily at facilities located in North America and the United Kingdom. We also source products from
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domestic and foreign third party suppliers. Beginning on or about March 2010, we discontinued manufacturing party
goods and now purchase our party goods from a third party vendor. The physical products provided through our AG
Interactive segment are provided primarily by third party vendors. Additionally, information by geographic area is
included in Note 16 to the Consolidated Financial Statements included in Part II, Item 8.
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Production of our products is generally on a level basis throughout the year, with the exception of gift wrap for which
production generally peaks in advance of the Christmas season. Everyday inventories (such as birthday and
anniversary related products) remain relatively constant throughout the year, while seasonal inventories peak in
advance of each major holiday season, including Christmas, Valentine�s Day, Easter, Mother�s Day, Father�s Day and
Graduation. Payments for seasonal shipments are generally received during the month in which the major holiday
occurs, or shortly thereafter. Extended payment terms may also be offered in response to competitive situations with
individual customers. Payments for both everyday and seasonal sales from customers that are on a scan-based trading
(�SBT�) model are received generally within 10 to 15 days of the product being sold by those customers at their retail
locations. As of February 28, 2011, three of our five largest customers in 2011 conduct business with us under an SBT
model. The core of this business model rests with American Greetings owning the product delivered to its retail
customers until the product is sold by the retailer to the ultimate consumer, at which time we record the sale.
American Greetings and many of its competitors sell seasonal greeting cards and other seasonal products with the
right of return. Sales of other products are generally sold without the right of return. Sales credits for these products
are issued at our discretion for damaged, obsolete and outdated products. Information regarding the return of product
is included in Note 1 to the Consolidated Financial Statements included in Part II, Item 8.

During the year, we experienced no material difficulties in obtaining raw materials from our suppliers.

INTELLECTUAL PROPERTY RIGHTS

We have a number of trademarks, service marks, trade secrets, copyrights, inventions, patents, and other intellectual
property, which are used in connection with our products and services. Our designs, artwork, musical compositions,
photographs and editorial verse are protected by copyright. In addition, we seek to register our trademarks in the
United States and elsewhere. We routinely seek protection of our inventions by filing patent applications for which
patents may be granted. We also obtain license agreements for the use of intellectual property owned or controlled by
others. Although the licensing of intellectual property produces additional revenue, we do not believe that our
operations are dependent upon any individual invention, trademark, service mark, copyright, patent or other
intellectual property license. Collectively, our intellectual property is an important asset to us. As a result, we follow
an aggressive policy of protecting our rights in our intellectual property and intellectual property licenses.

EMPLOYEES

At February 28, 2011, we employed approximately 7,400 full-time employees and approximately 17,400 part-time
employees which, when jointly considered, equate to approximately 16,100 full-time equivalent employees.
Approximately 1,200 of our employees are unionized and covered by collective bargaining agreements.

The following table sets forth by location the unions representing our employees, together with the expiration date, if
any, of the applicable governing collective bargaining agreement. We believe that labor relations at each location in
which we operate have generally been satisfactory.

Union Location Contract Expiration Date

AMICUS GPMS Leeds, England N/A
Australian Municipal, Administrative,
Clerical & Services Union South Victoria, Australia February 28, 2014
International Brotherhood of Teamsters Bardstown, Kentucky March 23, 2014
International Brotherhood of Teamsters Cleveland, Ohio March 31, 2013
Workers United Greeneville, Tennessee October 19, 2011
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SUPPLY AGREEMENTS

In the normal course of business, we enter into agreements with certain customers for the supply of greeting cards and
related products. We view the use of such agreements as advantageous in developing and maintaining business with
our retail customers. Under these agreements, the customer may receive from American Greetings a combination of
cash payments, credits, discounts, allowances and other incentive
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considerations to be earned by the customer as product is purchased from us over the stated term of the agreement or
the minimum purchase volume commitment. The agreements are negotiated individually to meet competitive
situations and, therefore, while some aspects of the agreements may be similar, important contractual terms vary. The
agreements may or may not specify American Greetings as the sole supplier of social expression products to the
customer. In the event an agreement is not completed, in most instances, we have a claim for unearned advances under
the agreement.

Although risk is inherent in the granting of advances, we subject such customers to our normal credit review. We
maintain an allowance for deferred costs based on estimates developed by using standard quantitative measures
incorporating historical write-offs. In instances where we are aware of a particular customer�s inability to meet its
performance obligation, we record a specific allowance to reduce the deferred cost asset to our estimate of its value
based upon expected recovery. These agreements are accounted for as deferred costs. Losses attributed to these
specific events have historically not been material. See Note 10 to the Consolidated Financial Statements in Part II,
Item 8, and the discussion under the �Deferred Costs� heading in the �Critical Accounting Policies� in Part II, Item 7 for
further information and discussion of deferred costs.

ENVIRONMENTAL AND GOVERNMENTAL REGULATIONS

Our business is subject to numerous foreign and domestic environmental laws and regulations maintained to protect
the environment. These environmental laws and regulations apply to chemical usage, air emissions, wastewater and
storm water discharges and other releases into the environment as well as the generation, handling, storage,
transportation, treatment and disposal of waste materials, including hazardous waste. Although we believe that we are
in substantial compliance with all applicable laws and regulations, because legal requirements frequently change and
are subject to interpretation, these laws and regulations may give rise to claims, uncertainties or possible loss
contingencies for future environmental remediation liabilities and costs. We have implemented various programs
designed to protect the environment and comply with applicable environmental laws and regulations. The costs
associated with these compliance and remediation efforts have not and are not expected to have a material adverse
effect on our financial condition, cash flows or operating results. In addition, the impact of increasingly stringent
environmental laws and regulations, regulatory enforcement activities, the discovery of unknown conditions and third
party claims for damages to the environment, real property or persons could also result in additional liabilities and
costs in the future.

The legal environment of the Internet is evolving rapidly in the United States and elsewhere. The manner in which
existing laws and regulations will be applied to the Internet in general, and how they will relate to our business in
particular, is unclear in many cases. Accordingly, we often cannot be certain how existing laws will apply in the
online context, including with respect to such topics as privacy, defamation, pricing, credit card fraud, advertising,
taxation, sweepstakes, promotions, content regulation, net neutrality, quality of products and services and intellectual
property ownership and infringement. In particular, legal issues relating to the liability of providers of online services
for activities of their users are currently unsettled both within the United States and abroad.

Numerous laws have been adopted at the national and state level in the United States that could have an impact on our
business. These laws include the following:

�  The CAN-SPAM Act of 2003 and similar laws adopted by a number of states. These laws are intended to
regulate unsolicited commercial e-mails, create criminal penalties for unmarked sexually-oriented material
and e-mails containing fraudulent headers and control other abusive online marketing practices.

�  The Communications Decency Act, which gives statutory protection to online service providers who
distribute third-party content.
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�  The Digital Millennium Copyright Act, which is intended to reduce the liability of online service providers
for listing or linking to third-party websites that include materials that infringe copyrights or other rights of
others.
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�  The Children�s Online Privacy Protection Act and the Prosecutorial Remedies and Other Tools to End
Exploitation of Children Today Act of 2003, which are intended to restrict the distribution of certain materials
deemed harmful to children and impose additional restrictions on the ability of online services to collect user
information from minors. In addition, the Protection of Children From Sexual Predators Act of 1998 requires
online service providers to report evidence of violations of federal child pornography laws under certain
circumstances.

�  Statutes adopted in the State of California require online services to report certain breaches of the security of
personal data, and to report to California consumers when their personal data might be disclosed to direct
marketers.

To resolve some of the remaining legal uncertainty, we expect new U.S. and foreign laws and regulations to be
adopted over time that will be directly or indirectly applicable to the Internet and to our activities. Any existing or new
legislation applicable to us could expose us to government investigations or audits, prosecution for violations of
applicable laws and/or substantial liability, including penalties, damages, significant attorneys� fees, expenses
necessary to comply with such laws and regulations or the need to modify our business practices.

We post on our websites our privacy policies and practices concerning the use and disclosure of user data. Any failure
by us to comply with our posted privacy policies, Federal Trade Commission requirements or other privacy-related
laws and regulations could result in proceedings that could potentially harm our business, results of operations and
financial condition. In this regard, there are a large number of federal and state legislative proposals before the United
States Congress and various state legislative bodies regarding privacy issues related to our business. It is not possible
to predict whether or when such legislation may be adopted, and certain proposals, such as required use of disclaimers
or explicit opt-in mechanisms, if adopted, could harm our business through a decrease in user registrations and
revenues.

AVAILABLE INFORMATION

We make available, free of charge, on or through the Investors section of our www.corporate.americangreetings.com
Web site, our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and, if
applicable, amendments to those reports as soon as reasonably practicable after such material is electronically filed
with or furnished to the Securities and Exchange Commission (�SEC�). Copies of our filings with the SEC also can be
obtained at the SEC�s Internet site, www.sec.gov. Information contained on our Web site shall not be deemed
incorporated into, or be part of, this report.

Our Corporate Governance Guidelines, Code of Business Conduct and Ethics, and the charters of the Board�s Audit
Committee, Compensation and Management Development Committee, and Nominating and Governance Committee
are available on or through the Investors section of our www.corporate.americangreetings.com Web site.

Item 1A.     Risk Factors

You should carefully consider each of the risks and uncertainties we describe below and all other information in this
report. The risks and uncertainties we describe below are not the only ones we face. Additional risks and uncertainties
of which we are currently unaware or that we currently believe to be immaterial may also adversely affect our
business, financial condition, cash flows or results of operations. Additional information on risk factors is included in
�Item 1. Business� and �Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations.�
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There are factors outside of our control that may decrease the demand for our products and services, which may
adversely affect our performance.

Our success depends on the sustained demand for our products. Many factors affect the level of consumer spending on
our products, including, among other things, general business conditions, interest rates, the availability of consumer
credit, taxation, weather, fuel prices and consumer confidence in future economic
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conditions, all of which are beyond our control. Beginning in fiscal 2009, economic conditions deteriorated
significantly in the United States, and worldwide, and, while the economy has improved, unemployment remains at
historically high levels. During periods of economic decline, when discretionary income is lower, consumers or
potential consumers could delay, reduce or forego their purchases of our products and services, which reduces our
sales. In addition, during such periods, advertising revenue in our AG Interactive businesses decline, as advertisers
reduce their advertising budgets. A prolonged economic downturn or slow economic recovery may also lead to
restructuring actions and associated expenses.

Providing new and compelling products is critical to our future profitability and cash flow.

One of our key business strategies has been to gain profitable market share through product leadership, providing
relevant, compelling and a superior product offering. As a result, the need to continuously update and refresh our
product offerings is an ongoing, evolving process requiring expenditures and investments that will continue to impact
net sales, earnings and cash flows over future periods. At times, the amount and timing of such expenditures and
investments depends on the success of a product offering as well as the schedules of our retail partners. We cannot
assure you that this strategy will either increase our revenue or profitability. In addition, even if our strategy is
successful, our profitability may be adversely affected if consumer demand for lower priced, value cards continues to
expand, thereby eroding our average selling prices. Our strategy may also have flaws and may not be successful. For
example, we may not be able to anticipate or respond in a timely manner to changing customer demands and
preferences for greeting cards. If we misjudge the market, we may significantly sell or overstock unpopular products
and be forced to grant significant credits, accept significant returns or write-off a significant amount of inventory,
which would have a negative impact on our results of operations and cash flow. Conversely, shortages of popular
items could materially and adversely impact our results of operations and financial condition.

We rely on a few customers for a significant portion of our sales.

A few of our customers are material to our business and operations. Net sales to our five largest customers, which
include mass merchandisers and chain drug stores, accounted for approximately 42%, 39% and 36% of total revenue
for fiscal years 2011, 2010 and 2009, respectively. Approximately 54%, 51% and 54% of the North American Social
Expression Products segment�s revenue in 2011, 2010 and 2009, respectively, was attributable to its top five
customers, and approximately 44%, 45% and 39% of the International Social Expression Products segment�s revenue
in 2011, 2010 and 2009, respectively, was attributable to its top three customers. Net sales to Wal-Mart Stores, Inc.
and its subsidiaries accounted for approximately 15%, 14% and 15% of total revenue in 2011, 2010 and 2009,
respectively, and net sales to Target Corporation accounted for approximately 14% and 13% of total revenue in 2011
and 2010, respectively. There can be no assurance that our large customers will continue to purchase our products in
the same quantities that they have in the past. The loss of sales to one of our large customers could materially and
adversely affect our business, results of operations, cash flows, and financial condition.

Difficulties in integrating acquisitions could adversely affect our business and we may not achieve the cost savings
and increased revenues anticipated as a result of these acquisitions.

We continue to regularly evaluate potential acquisition opportunities to support and strengthen our business. We
cannot be sure that we will be able to locate suitable acquisition candidates, acquire candidates on acceptable terms or
integrate acquired businesses successfully. Future acquisitions could cause us to take on additional compliance
obligations as well as experience dilution and incur debt, contingent liabilities, increased interest expense,
restructuring charges and amortization expenses related to intangible assets, which may materially and adversely
affect our business, results of operations and financial condition.
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Integrating future businesses that we may acquire involves significant challenges. In particular, the coordination of
geographically dispersed organizations with differences in corporate cultures and management philosophies may
increase the difficulties of integration. The integration of these acquired businesses has and will continue to require
the dedication of significant management resources, which may temporarily distract management�s attention from our
day-to-day operations. The process of integrating operations may also cause
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an interruption of, or loss of momentum in, the activities of one or more of our businesses and the loss of key
personnel. Employee uncertainty and distraction during the integration process may also disrupt our business. Our
strategy is, in part, predicated on our ability to realize cost savings and to increase revenues through the acquisition of
businesses that add to the breadth and depth of our products and services. Achieving these cost savings and revenue
increases is dependent upon a number of factors, many of which are beyond our control. In particular, we may not be
able to realize the benefits of anticipated integration of sales forces, asset rationalization, systems integration, and
more comprehensive product and service offerings.

If Schurman Fine Papers is unable to operate its retail stores successfully, it could have a material adverse effect
on us.

On April 17, 2009, we sold our Retail Operations segment, including all 341 of our card and gift retail store assets, to
Schurman Fine Papers (�Schurman�), which now operates stores under the American Greetings, Carlton Cards and
Papyrus brands. Although we do not control Schurman, because Schurman is licensing the �Papyrus,� �American
Greetings� and �Carlton Cards� names from us for its retail stores, actions taken by Schurman may be seen by the public
as actions taken by us, which, in turn, could adversely affect our reputation or brands. In addition, the failure of
Schurman to operate its retail stores profitably could have a material adverse effect on us, our reputation and our
brands, and could materially and adversely affect our business, financial condition, and results of operations, because,
under the terms of the transaction:

�  we remain subject to certain of the Retail Operations store leases on a contingent basis through our subleasing
of stores to Schurman (as described in Note 13 to the Consolidated Financial Statements included in Part II,
Item 8 of this Annual Report, as of February 28, 2011, Schurman�s aggregate commitments to us under these
subleases was approximately $36 million);

�  we are the predominant supplier of greetings cards and other social expression products to the retail stores
operated by Schurman; and

�  we have provided credit support to Schurman, including a guaranty of up to $12 million in favor of the
lenders under Schurman�s senior revolving credit facility, and up to $10 million of subordinated financing
under a loan agreement with Schurman, each as described in Note 2 to the Consolidated Financial Statements
under Part II, Item 8 of this Annual Report.

As a result, if Schurman is unable to operate its retail stores profitably, we may incur significant costs if (1) Schurman
is unable to pay for product that it has purchased from us, (2) Schurman is unable to pay rent and other amounts due
with respect to the retail store leases that we have subleased to it, (3) we become obligated under our guaranty of its
indebtedness, or (4) Schurman is unable to repay amounts that it may borrow from us from time to time under our
loan agreement with Schurman. Accordingly, we may decide in the future to provide Schurman with additional
financial or operational support to assist Schurman successfully operate its stores. Providing such support, however,
could result in it being determined that we have a �controlling financial interest� in Schurman under the Financial
Accounting Standards Board�s standards pertaining to the consolidation of a variable interest entity. For information
regarding the consolidation of variable interest entities, see Note 1 to the Consolidated Financial Statements included
in Part II, Item 8. If it is determined that we have a controlling financial interest in Schurman, we will be required to
consolidate Schurman�s operations into our results, which could materially affect our reported results of operations and
financial position as we would be required to include a portion of Schurman�s income or losses and assets and
liabilities into our financial statements.

Our business, results of operations and financial condition may be adversely affected by retail consolidations.
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With continued retail trade consolidations, we are increasingly dependent upon a reduced number of key retailers
whose bargaining strength is growing. We may be negatively affected by changes in the policies of our retail
customers, such as inventory de-stocking, limitations on access to display space, scan-based trading and other
conditions. Increased consolidations in the retail industry could result in other changes that could damage our
business, such as a loss of customers, decreases in volume, less favorable contractual terms and
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the growth of discount chains. In addition, as the bargaining strength of our retail customers grows, we may be
required to grant greater credits, discounts, allowances and other incentive considerations to these customers. We may
not be able to recover the costs of these incentives if the customer does not purchase a sufficient amount of products
during the term of its agreement with us, which could materially and adversely affect our business, results of
operations and financial condition.

Bankruptcy of key customers could give rise to an inability to pay us and increase our exposure to losses from bad
debts.

Many of our largest customers are mass-market retailers. The mass-market retail channel has experienced significant
shifts in market share among competitors in recent years. In addition, the retail industry in general has experienced
significant declines due to the worldwide downturn in the economy and decreasing consumer demand. As a result,
retailers have experienced liquidity problems and some have been forced to file for bankruptcy protection. There is a
risk that certain of our key customers will not pay us, or that payment may be delayed because of bankruptcy or other
factors beyond our control, which could increase our exposure to losses from bad debts and may require us to
write-off deferred cost assets. Additionally, our business, results of operations and financial condition could be
materially and adversely affected if certain of these mass-market retailers were to cease doing business as a result of
bankruptcy, or significantly reduce the number of stores they operate.

We rely on foreign sources of production and face a variety of risks associated with doing business in foreign
markets.

We rely to a significant extent on foreign manufacturers and suppliers for various products we distribute to customers.
In addition, many of our domestic suppliers purchase a portion of their products from foreign sources. We generally
do not have long-term supply contracts and some of our imports are subject to existing or potential duties, tariffs or
quotas. In addition, a portion of our current operations are conducted and located abroad. The success of our sales to,
and operations in, foreign markets depends on numerous factors, many of which are beyond our control, including
economic conditions in the foreign countries in which we sell our products. We also face a variety of other risks
generally associated with doing business in foreign markets and importing merchandise from abroad, such as:

�  political instability, civil unrest and labor shortages;

�  imposition of new legislation and customs� regulations relating to imports that may limit the quantity and/or
increase the cost of goods which may be imported into the United States from countries in a particular region;

�  lack of effective product quality control procedures by foreign manufacturers and suppliers;

�  currency and foreign exchange risks; and

�  potential delays or disruptions in transportation as well as potential border delays or disruptions.

Also, new regulatory initiatives may be implemented that have an impact on the trading status of certain countries and
may include antidumping and countervailing duties or other trade-related sanctions, which could increase the cost of
products purchased from suppliers in such countries.

Additionally, as a large, multinational corporation, we are subject to a host of governmental regulations throughout the
world, including antitrust and tax requirements, anti-boycott regulations, import/export customs regulations and other
international trade regulations, the USA Patriot Act and the Foreign Corrupt Practices Act. Failure to comply with any
such legal requirements could subject us to criminal or monetary liabilities and other sanctions, which could harm our

Edgar Filing: AMERICAN GREETINGS CORP - Form 10-K

Table of Contents 20



business, results of operations and financial condition.

8

Edgar Filing: AMERICAN GREETINGS CORP - Form 10-K

Table of Contents 21



Table of Contents

We have foreign currency translation and transaction risks that may materially and adversely affect our operating
results.

The financial position and results of operations of our international subsidiaries are initially recorded in various
foreign currencies and then translated into U.S. dollars at the applicable exchange rate for inclusion in our financial
statements. The strengthening of the U.S. dollar against these foreign currencies ordinarily has a negative impact on
our reported sales and operating income (and conversely, the weakening of the U.S. dollar against these foreign
currencies has a positive impact). For the year ended February 28, 2011, foreign currency translation favorably
affected revenues by $10.0 million and favorably affected segment operating income by $5.0 million compared to the
year ended February 28, 2010. Certain transactions, particularly in foreign locations, are denominated in other than
that location�s local currency. Changes in the exchange rates between the two currencies from the original transaction
date to the settlement date will result in a currency transaction gain or loss that directly impacts our reported earnings.
For the year ended February 28, 2011, the impact of currency movements on these transactions unfavorably affected
operating income by $0.2 million. The volatility of currency exchange rates may materially and adversely affect our
results of operations.

The greeting card and gift wrap industries are extremely competitive, and our business, results of operations and
financial condition will suffer if we are unable to compete effectively.

We operate in highly competitive industries. There are an estimated 3,000 greeting card publishers in the United
States ranging from small, family-run organizations to major corporations. With the expansion of the Internet as a
distribution channel for greeting cards, together with the growing use of technology by consumers to create
personalized greetings cards with digital photographs and other personalized content, we are also seeing increased
competition from greeting card publishers as well as a wide range of personal publishing businesses distributing
greeting cards and other social expression products directly to the individual consumer through the Internet. In
general, however, the greeting card business is extremely concentrated. We believe that we are one of only two main
suppliers offering a full line of social expression products. Our main competitor, Hallmark Cards, Inc., may have
substantially greater financial, technical or marketing resources, a greater customer base, stronger name recognition
and a lower cost of funds than we do. This competitor may also have longstanding relationships with certain large
customers to which it may offer products that we do not provide, putting us at a competitive disadvantage. As a result,
this competitor as well as other competitors that may be smaller than us, may be able to:

�  adapt to changes in customer requirements or consumer preferences more quickly;

�  take advantage of acquisitions and other opportunities more readily;

�  devote greater resources to the marketing and sale of its products, including sales directly to consumers
through the Internet; and

�  adopt more aggressive pricing policies.

There can be no assurance that we will be able to continue to compete successfully in this market or against such
competition. If we are unable to introduce new and innovative products that are attractive to our customers and
ultimate consumers, or if we are unable to allocate sufficient resources to effectively market and advertise our
products to achieve widespread market acceptance, we may not be able to compete effectively, our sales may be
adversely affected, we may be required to take certain financial charges, including goodwill impairments, and our
results of operations and financial condition could otherwise be adversely affected.
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We are subject to a number of restrictive covenants under our borrowing arrangements, which could affect our
flexibility to fund ongoing operations, uses of capital and strategic initiatives, and, if we are unable to maintain
compliance with such covenants, could lead to significant challenges in meeting our liquidity requirements.

The terms of our borrowing arrangements contain a number of restrictive covenants, including customary operating
restrictions that limit our ability to engage in such activities as borrowing and making investments,
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capital expenditures and distributions on our capital stock, and engaging in mergers, acquisitions and asset sales. We
are also subject to customary financial covenants, including a leverage ratio and an interest coverage ratio. These
covenants restrict the amount of our borrowings, reducing our flexibility to fund ongoing operations and strategic
initiatives. These borrowing arrangements are described in more detail in �Liquidity and Capital Resources� under
Item 7 and in Note 11 to the Consolidated Financial Statements under Part II, Item 8 of this Annual Report.
Compliance with some of these covenants is based on financial measures derived from our operating results. If
economic conditions deteriorate, we may experience material adverse impacts to our business and operating results,
such as through reduced customer demand and inflation. A decline in our business could make us unable to maintain
compliance with these financial covenants, in which case we may be restricted in how we manage our business and
deploy capital, including by limiting our ability to make acquisitions and dispositions, pay dividends and repurchase
our stock. In addition, if we are unable to maintain compliance with our financial covenants or otherwise breach the
covenants that we are subject to under our borrowing arrangements, our lenders could demand immediate payment of
amounts outstanding and we would need to seek alternate financing sources to pay off such debts and to fund our
ongoing operations. Such financing may not be available on favorable terms, if at all. In addition, our credit agreement
is secured by substantially all of our domestic assets, including the stock of certain of our subsidiaries. If we cannot
repay all amounts that we have borrowed under our credit agreement, our lenders could proceed against our assets.

Pending litigation could have a material, adverse effect on our business, financial condition, liquidity, results of
operations, and cash flows.

As described in �Item 3. Legal Proceedings,� from time to time we are engaged in lawsuits which may require
significant management time and attention and legal expense, and may result in an unfavorable outcome, which could
have a material, adverse effect on our business, financial condition, liquidity, results of operations, and cash flows.
Current estimates of loss regarding pending litigation are based on information that is then available to us and may not
reflect any particular final outcome. The results of rulings, judgments or settlements of pending litigation may result in
financial liability that is materially higher than what management has estimated at this time. We make no assurances
that we will not be subject to liability with respect to current or future litigation. We maintain various forms of
insurance coverage. However, substantial rulings, judgments or settlements could exceed the amount of insurance
coverage, or could be excluded under the terms of an existing insurance policy.

The amount of various taxes we pay is subject to ongoing compliance requirements and audits by federal, state and
foreign tax authorities.

Our estimate of the potential outcome of uncertain tax issues is subject to our assessment of relevant risks, facts, and
circumstances existing at that time. We use these assessments to determine the adequacy of our provision for income
taxes and other tax-related accounts. Our future results may include favorable or unfavorable adjustments to our
estimated tax liabilities in the period the assessments are made or resolved, which may impact our effective tax rate
and/or our financial results.

We have deferred tax assets that we may not be able to use under certain circumstances.

If we are unable to generate sufficient future taxable income in certain jurisdictions, or if there is a significant change
in the time period within which the underlying temporary differences become taxable or deductible, we could be
required to increase our valuation allowances against our deferred tax assets. This would result in an increase in our
effective tax rate and would have an adverse effect on our future operating results. In addition, changes in statutory tax
rates may change our deferred tax assets or liability balances, with either favorable or unfavorable impact on our
effective tax rate. Our deferred tax assets may also be impacted by new legislation or regulation.
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We may not be able to acquire or maintain advantageous content licenses from third parties to produce products.

To provide an assortment of relevant, compelling and superior product offerings, an important part of our business
involves obtaining licenses to produce products based on various popular brands, celebrities, character properties,
designs, content, and other material owned by third parties. In the event that we are not able to acquire or maintain
advantageous licenses, we may not be able to meet changing customer demands and preferences for greetings cards
and our other products, which could materially and adversely affect our business, results of operations and financial
condition.

We may not realize the full benefit of the material we license from third parties if the licensed material has less
market appeal than expected or if sales revenue from the licensed products is not sufficient to earn out the
minimum guaranteed royalties.

The agreements under which we license popular brands, celebrities, character properties, design, content and other
material owned by third parties usually require that we pay an advance and/or provide a minimum royalty guarantee
that may be substantial. In some cases, these advances or minimums may be greater than what we will be able to
recoup in profits from actual sales, which could result in write-offs of such amounts that would adversely affect our
results of operations. In addition, we may acquire or renew licenses requiring minimum guarantee payments that may
result in us paying higher effective royalties, if the overall benefit of obtaining the license outweighs the risk of
potentially losing, not renewing or otherwise not obtaining a valuable license. When obtaining a license, we realize
there is no guarantee that a particular licensed property will make a successful greeting card or other product in the
eye of the ultimate consumer. Furthermore, there can be no assurance that a successful licensed property will continue
to be successful or maintain a high level of sales in the future.

Our inability to protect or defend our intellectual property rights could reduce the value of our products and
brands.

We believe that our trademarks, copyrights, trade secrets, patents and other intellectual property rights are important
to our brands, success and competitive position. We rely on trademark, copyright, trade secrets, and patent laws in the
United States and similar laws in other jurisdictions and on confidentiality and other types of agreements with some
employees, vendors, consultants and others to protect our intellectual property rights. Despite these measures, if we
are unable to successfully file for, register or otherwise enforce our rights or if these rights are infringed, invalidated,
challenged, circumvented, or misappropriated, our business could be materially and adversely affected. Also, we are,
and may in the future be, subject to intellectual property rights claims in the United States or foreign countries, which
could limit our ability to use certain intellectual property, products or brands in the future. Defending any such claims,
even claims without merit, could be time-consuming, result in costly settlements, litigation or restrictions on our
business and damage our reputation.

Rapidly changing trends in the children�s entertainment market could adversely affect our business.

A portion of our business and results of operations depends upon the appeal of our licensed character properties,
which are used to create various toy and entertainment items for children. Consumer preferences, particularly among
children, are continuously changing. The children�s entertainment industry experiences significant, sudden and often
unpredictable shifts in demand caused by changes in the preferences of children to more �on trend� entertainment
properties. Moreover, the life cycle for individual youth entertainment products tends to be short. Therefore, our
ability to maintain our current market share and increase our market share in the future depends on our ability to
satisfy consumer preferences by enhancing existing entertainment properties and developing new entertainment
properties. If we are not able to successfully meet these challenges in a timely and cost-effective manner, demand for
our collection of entertainment properties could decrease and our business, results of operations and financial

Edgar Filing: AMERICAN GREETINGS CORP - Form 10-K

Table of Contents 26



condition may be materially and adversely affected. In addition, we may incur significant costs developing
entertainment properties that may not generate future revenues at the levels that we anticipated, which could in turn
create fluctuations in our reported results
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based on when those costs are expensed and could otherwise materially and adversely affect our results of operations
and financial condition.

Our results of operations fluctuate on a seasonal basis.

The social expression industry is a seasonal business, with sales generally being higher in the second half of our fiscal
year due to the concentration of major holidays during that period. Consequently, our overall results of operations in
the future may fluctuate substantially based on seasonal demand for our products. Such variations in demand could
have a material adverse effect on the timing of cash flow and therefore our ability to meet our obligations with respect
to our debt and other financial commitments. Seasonal fluctuations also affect our inventory levels, since we usually
order and manufacture merchandise in advance of peak selling periods and sometimes before new trends are
confirmed by customer orders or consumer purchases. We must carry significant amounts of inventory, especially
before the holiday season selling period. If we are not successful in selling the inventory during the holiday period, we
may have to sell the inventory at significantly reduced prices, or we may not be able to sell the inventory at all.

Increases in raw material and energy costs may materially raise our costs and materially impact our profitability.

Paper is a significant expense in the production of our greeting cards. Significant increases in paper prices, which have
been volatile in past years, or increased costs of other raw materials or energy, such as fuel, may result in declining
margins and operating results if market conditions prevent us from passing these increased costs on to our customers
through timely price increases on our greeting cards and other social expression products.

The loss of key members of our senior management and creative teams could adversely affect our business.

Our success and continued growth depend largely on the efforts and abilities of our current senior management team
as well as upon a number of key members of our creative staff, who have been instrumental in our success thus far,
and upon our ability to attract and retain other highly capable and creative individuals. The loss of some of our senior
executives or key members of our creative staff, or an inability to attract or retain other key individuals, could
materially and adversely affect us. We seek to compensate our key executives, as well as other employees, through
competitive salaries, stock ownership, bonus plans, or other incentives, but we can make no assurance that these
programs will enable us to retain key employees or hire new employees.

If we fail to extend or renegotiate our primary collective bargaining contracts with our labor unions as they expire
from time to time, or if our unionized employees were to engage in a strike, or other work stoppage, our business
and results of operations could be materially adversely affected.

We are party to collective bargaining contracts with our labor unions, which represent a significant number of our
employees. In particular, approximately 1,200 of our employees are unionized and are covered by collective
bargaining agreements. Although we believe our relations with our employees are satisfactory, no assurance can be
given that we will be able to successfully extend or renegotiate our collective bargaining agreements as they expire
from time to time. If we fail to extend or renegotiate our collective bargaining agreements, if disputes with our unions
arise, or if our unionized workers engage in a strike or other work related stoppage, we could incur higher ongoing
labor costs or experience a significant disruption of operations, which could have a material adverse effect on our
business.

Employee benefit costs constitute a significant element of our annual expenses, and funding these costs could
adversely affect our financial condition.
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costs under defined benefit pension plans and healthcare costs for employees and retirees, may increase significantly
at a rate that is difficult to forecast and may adversely affect our financial results, financial condition or cash flows. In
addition, the newly enacted federal healthcare legislation is expected to
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increase our employer-sponsored medical plan costs, some of which increases could be significant. Declines in global
capital markets may cause reductions in the value of our pension plan assets. Such circumstances could have an
adverse effect on future pension expense and funding requirements. Further information regarding our retirement
benefits is presented in Note 12 to the Consolidated Financial Statements included in Part II, Item 8.

Various environmental regulations and risks applicable to a manufacturer and/or distributor of consumer products
may require us to take actions, which will adversely affect our results of operations.

Our business is subject to numerous federal, state, provincial, local and foreign laws and regulations, including
regulations with respect to chemical usage, air emissions, wastewater and storm water discharges and other releases
into the environment as well as the generation, handling, storage, transportation, treatment and disposal of waste
materials, including hazardous materials. Although we believe that we are in substantial compliance with all
applicable laws and regulations, because legal requirements frequently change and are subject to interpretation, we are
unable to predict the ultimate cost of compliance with these requirements, which may be significant, or the effect on
our operations as these laws and regulations may give rise to claims, uncertainties or possible loss contingencies for
future environmental remediation liabilities and costs. We cannot be certain that existing laws or regulations, as
currently interpreted or reinterpreted in the future, or future laws or regulations, will not have a material and adverse
effect on our business, results of operations and financial condition. The impact of environmental laws and
regulations, regulatory enforcement activities, the discovery of unknown conditions, and third party claims for
damages to the environment, real property or persons could result in additional liabilities and costs in the future.

We may be subject to product liability claims and our products could be subject to voluntary or involuntary recalls
and other actions.

We are subject to numerous federal, state, provincial and foreign laws and regulations governing product safety
including, but not limited to, those regulations enforced by the Consumer Product Safety Commission. A failure to
comply with such laws and regulations, or concerns about product safety may lead to a recall of selected products. We
have experienced, and in the future may experience, recalls and defects or errors in products after their production and
sale to customers. Such recalls and defects or errors could result in the rejection of our products by our retail
customers and consumers, damage to our reputation, lost sales, diverted development resources and increased
customer service and support costs, any of which could harm our business. Individuals could sustain injuries from our
products, and we may be subject to claims or lawsuits resulting from such injuries. Governmental agencies could
pursue us and issue civil fines and/or criminal penalties for a failure to comply with product safety regulations. There
is a risk that these claims or liabilities may exceed, or fall outside the scope of, our insurance coverage. Additionally,
we may be unable to obtain adequate liability insurance in the future. Recalls, post-manufacture repairs of our
products, product liability claims, absence or cost of insurance and administrative costs associated with recalls could
harm our reputation, increase costs or reduce sales.

Government regulation of the Internet and e-commerce is evolving, and unfavorable changes or failure by us to
comply with these regulations could harm our business and results of operations.

We are subject to general business regulations and laws as well as regulations and laws specifically governing the
Internet and e-commerce. Existing and future laws and regulations may impede the growth of the Internet or other
online services. These regulations and laws may cover taxation, restrictions on imports and exports, customs, tariffs,
user privacy, data protection, pricing, content, copyrights, distribution, electronic contracts and other communications,
consumer protection, the provision of online payment services, broadband residential Internet access and the
characteristics and quality of products and services. It is not clear how existing laws governing issues such as property
use and ownership, sales and other taxes, fraud, libel and personal privacy apply to the Internet and e-commerce as the
vast majority of these laws were adopted prior to the advent of the Internet and do not contemplate or address the
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and reach are therefore uncertain. For example, the Digital Millennium Copyright Act, or DMCA, is intended, in part,
to limit the liability of eligible online service providers for including (or for listing or linking to third-party websites
that include) materials that infringe copyrights or other rights of others. Portions of the Communications Decency Act,
or CDA, are intended to provide statutory protections to online service providers who distribute third-party content.
We rely on the protections provided by both the DMCA and CDA in conducting our AG Interactive business. Any
changes in these laws or judicial interpretations narrowing their protections will subject us to greater risk of liability
and may increase our costs of compliance with these regulations or limit our ability to operate certain lines of
business. The Children�s Online Privacy Protection Act is intended to impose additional restrictions on the ability of
online service providers to collect user information from minors. In addition, the Protection of Children From Sexual
Predators Act of 1998 requires online service providers to report evidence of violations of federal child pornography
laws under certain circumstances. The costs of compliance with these regulations may increase in the future as a result
of changes in the regulations or the interpretation of them. Further, any failures on our part to comply with these
regulations may subject us to significant liabilities. Those current and future laws and regulations or unfavorable
resolution of these issues may substantially harm our business and results of operations.

Information technology infrastructure failures could significantly affect our business.

We depend heavily on our information technology (�IT�) infrastructure in order to achieve our business objectives.
Portions of our IT infrastructure are old and difficult to maintain. We could experience a problem that impairs this
infrastructure, such as a computer virus, a problem with the functioning of an important IT application, or an
intentional disruption of our IT systems. In addition, our IT systems could suffer damage or interruption from human
error, fire, flood, power loss, telecommunications failure, break-ins, terrorist attacks, acts of war and similar events.
The disruptions caused by any such events could impede our ability to record or process orders, manufacture and ship
in a timely manner, properly store consumer images, or otherwise carry on our business in the ordinary course. Any
such event could cause us to lose customers or revenue, damage our reputation, and could require us to incur
significant expense to eliminate these problems and address related security concerns.

Over the next five to seven years, we expect to allocate resources, including capital, to refresh our IT systems by
modernizing our systems, redesigning and deploying new processes, and evolving new organization structures all
intended to drive efficiencies within the business and add new capabilities. Such an implementation is expensive and
carries substantial operational risk, including loss of data or information, unanticipated increases in costs, disruption
of operations or business interruption. Further, we may not be successful implementing new systems or any new
system may not perform as expected. This could have a material adverse effect on our business.

Acts of nature could result in an increase in the cost of raw materials; other catastrophic events, including
earthquakes, could interrupt critical functions and otherwise adversely affect our business and results of
operations.

Acts of nature could result in an increase in the cost of raw materials or a shortage of raw materials, which could
influence the cost of goods supplied to us. Additionally, we have significant operations, including our largest
manufacturing facility, near a major earthquake fault line in Arkansas. A catastrophic event, such as an earthquake,
fire, tornado, or other natural or man-made disaster, could disrupt our operations and impair production or distribution
of our products, damage inventory, interrupt critical functions or otherwise affect our business negatively, harming
our results of operations.

Members of the Weiss family and related entities, whose interests may differ from those of other shareholders, own
a substantial portion of our common shares.
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each class of common shares are identical, but the voting rights differ. Class A common shares are entitled to one vote
per share and Class B common shares are entitled to ten votes per share. There is no public trading market for the
Class B common shares, which are held by members of the extended family of
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American Greetings� founder, officers and directors of American Greetings and their extended family members, family
trusts, institutional investors and certain other persons. As of April 27, 2011, Morry Weiss, the Chairman of the Board
of Directors, Zev Weiss, the Chief Executive Officer, Jeffrey Weiss, the President and Chief Operating Officer, and
Erwin Weiss, the Senior Vice President, Enterprise Resource Planning, together with other members of the Weiss
family and certain trusts and foundations established by the Weiss family beneficially owned approximately 93% in
the aggregate of our outstanding Class B common shares (approximately 91%, excluding restricted stock units that
vest, and stock options that are presently exercisable or exercisable, within 60 days of April 27, 2011), which, together
with Class A common shares beneficially owned by them, represents approximately 48% of the voting power of our
outstanding capital stock (approximately 40%, excluding restricted stock units that vest, and stock options that are
presently exercisable or exercisable, within 60 days of April 27, 2011). Accordingly, these members of the Weiss
family, together with the trusts and foundations established by them, would be able to significantly influence the
outcome of shareholder votes, including votes concerning the election of directors, the adoption or amendment of
provisions in our Articles of Incorporation or Code of Regulations, and the approval of mergers and other significant
corporate transactions, and their interests may not be aligned with your interests. The existence of these levels of
ownership concentrated in a few persons makes it less likely that any other shareholder will be able to affect our
management or strategic direction. These factors may also have the effect of delaying or preventing a change in our
management or voting control or its acquisition by a third party.

Our charter documents and Ohio law may inhibit a takeover and limit our growth opportunities, which could
adversely affect the market price of our common shares.

Certain provisions of Ohio law and our charter documents, together or separately, could have the effect of
discouraging, or making it more difficult for, a third party to acquire or attempt to acquire control of American
Greetings and limit the price that certain investors might be willing to pay in the future for our common shares. For
example, our charter documents establish a classified board of directors, serving staggered three-year terms, allow the
removal of directors only for cause, and establish certain advance notice procedures for nomination of candidates for
election as directors and for shareholder proposals to be considered at shareholders� meetings. In addition, while
shareholders have the right to cumulative voting in the election of directors, Class B common shares have ten votes
per share which limits the ability of holders of Class A common shares to elect a director by exercising cumulative
voting rights.

Item 1B.     Unresolved Staff Comments

None.
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Item 2.     Properties

As of February 28, 2011, we owned or leased approximately 9.5 million square feet of plant, warehouse and office
space throughout the world, of which approximately 470,000 square feet is leased space. We believe our
manufacturing and distribution facilities are well maintained and are suitable and adequate, and have sufficient
productive capacity to meet our current needs.

The following table summarizes, as of February 28, 2011, our principal plants and materially important physical
properties and identifies as of such date the respective segments that use the properties described. In addition to the
following, although we sold our Retail Operations segment in April 2009, we remain subject to certain of the Retail
Operations store leases on a contingent basis through our subleasing of stores to Schurman Fine Papers, which
operates these retail stores throughout North America. See Note 13 to the Consolidated Financial Statements included
in Part II, Item 8.

* � Indicates calendar year

Approximate Square Expiration
Feet Date of

Occupied Material
Location Owned Leased Leases* Principal Activity

Cleveland, (1)(3)(4)

Ohio
1,700,000 World Headquarters: General offices of

North American Greeting Card Division;
Plus Mark LLC; AG Interactive, Inc.; and
AGC, LLC; creation and design of greeting
cards, gift wrap, party goods, stationery and
giftware; marketing of electronic greetings

Bardstown, (1)

Kentucky
413,500 Cutting, folding, finishing and packaging of

greeting cards
Danville, (1)

Kentucky
1,374,000 Distribution of everyday products including

greeting cards
Osceola, (1)

Arkansas
2,552,000 Cutting, folding, finishing and packaging of

greeting cards and warehousing; distribution
of seasonal products

Ripley, (1)

Tennessee
165,000 Greeting card printing (lithography)

Kalamazoo, (1)(5)

Michigan
602,500 Formerly manufacture and distribution of

party goods
Forest City, (4)

North Carolina
498,000 General offices of A.G. Industries, Inc.;

manufacture of display fixtures and other
custom display fixtures by A.G. Industries,
Inc.

Forest City, (4)

North Carolina
140,000 2012 Warehousing for A.G. Industries, Inc.

Greeneville, (1)

Tennessee
1,044,000 Printing and packaging of seasonal greeting

cards and wrapping items and order filling
and shipping for Plus Mark LLC.
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Chicago, (1)

Illinois
45,000 2018 Administrative offices of Papyrus-Recycled

Greetings, Inc.
Fairfield, (1)

California
34,000 2014 General offices of Papyrus-Recycled

Greetings, Inc.
Mississauga, (1)

Ontario, Canada
38,000 2018 General offices of Carlton Cards Limited

(Canada)
Clayton, (2)

Australia
208,000 2011 General offices of John Sands companies

Dewsbury, (2)

England (Two Locations)
441,500 General offices of UK Greetings Ltd. and

manufacture and distribution of greeting
cards and related products

Gibson House (2)

Telford, England
55,000 General offices of UK Greetings Ltd.

Corby, England (2) 85,000 Distribution of greeting cards and related
products

1 North American Social Expression Products

2 International Social Expression Products

3 AG Interactive

4 Non-reportable

5 In connection with our sale of certain assets, equipment and processes used in the manufacture and distribution of
party goods, during fiscal 2011, this facility was wound-down and is currently an asset held for sale. See Note 14
to the Consolidated Financial Statements included in Part II, Item 8.
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Item 3.     Legal Proceedings

Electrical Workers Pension Fund, Local 103, I.B.E.W. Litigation. As previously disclosed, on March 20, 2009, a
shareholder derivative complaint was filed in the Court of Common Pleas of Cuyahoga County, Ohio, by the
Electrical Workers Pension Fund, Local 103, I.B.E.W., against certain of our current and former officers and directors
(the �Individual Defendants�) and names American Greetings Corporation as a nominal defendant. The suit alleges that
the Individual Defendants breached their fiduciary duties to American Greetings Corporation by, among other things,
backdating stock options granted to our officers and directors, accepting backdated options and causing American
Greetings Corporation to file false and misleading financial statements. The suit seeks an unspecified amount of
damages from the Individual Defendants and modifications to our corporate governance policies. The parties recently
participated in mediation and have reached an agreement in principle on the general terms of settlement, which
contemplates a payment to plaintiff�s counsel as well as certain modifications to our corporate governance policies,
none of which we believe are material. Upon finalizing the terms of the settlement, the settlement will be subject to
preliminary and final approval of the Court of Common Pleas of Cuyahoga County, Ohio.

Cookie Jar/MoonScoop Litigation. As previously disclosed, on May 6, 2009, American Greetings Corporation and its
subsidiary, Those Characters From Cleveland, Inc. (�TCFC�), filed an action in the Cuyahoga County (Ohio) Court of
Common Pleas against Cookie Jar Entertainment Inc. (�Cookie Jar�) and its affiliates, Cookie Jar Entertainment (USA)
Inc. (formerly known as DIC Entertainment Corporation) (�DIC�), and Cookie Jar Entertainment Holdings (USA) Inc.
(formerly known as DIC Entertainment Holdings, Inc.) relating to the July 20, 2008 Binding Letter Agreement
between American Greetings Corporation and Cookie Jar (the �Cookie Jar Agreement�) for the sale of the Strawberry
Shortcake and Care Bears properties (the �Properties�). On May 7, 2009, Cookie Jar removed the case to the United
States District Court for the Northern District of Ohio. Simultaneously, Cookie Jar filed an action against American
Greetings Corporation, TCFC, Mike Young Productions, LLC (�Mike Young Productions�) and MoonScoop SAS
(�MoonScoop�) in the Supreme Court of the State of New York, County of New York. Mike Young Productions and
MoonScoop were named as defendants in the action in connection with the binding term sheet between American
Greetings Corporation and MoonScoop dated March 24, 2009 (the �MoonScoop Binding Agreement�), providing for
the sale to MoonScoop of the Properties.

On May 7, 2010, the legal proceedings involving American Greetings Corporation, TCFC, Cookie Jar and DIC were
settled, without a payment to any of the parties. As part of the settlement, on May 7, 2010, the Cookie Jar Agreement
was amended to, among other things, terminate American Greetings Corporation�s obligation to sell to Cookie Jar, and
Cookie Jar�s obligation to purchase, the Properties. As part of the settlement, Cookie Jar Entertainment (USA) Inc. will
continue to represent the Strawberry Shortcake property on behalf of American Greetings Corporation, and will
become an international agent for the Care Bears property. On May 19, 2010, the Northern District of Ohio court
granted the parties� joint motion to dismiss all claims and counterclaims without prejudice.

On August 11, 2009, MoonScoop filed an action against American Greetings Corporation and TCFC in the United
States District Court for the Northern District of Ohio, alleging breach of contract and promissory estoppel relating to
the MoonScoop Binding Agreement. On MoonScoop�s request, the court agreed to consolidate this lawsuit with the
first Ohio lawsuit (described above) for all pretrial purposes. The parties filed motions for summary judgment on
various claims. On April 27, 2010, the court granted American Greetings Corporation�s motion for summary judgment
on MoonScoop�s breach of contract and promissory estoppel claims, dismissing these claims with prejudice. On the
same day, the court also ruled that American Greetings Corporation must indemnify MoonScoop against Cookie Jar�s
claims in this lawsuit. On May 21, 2010, MoonScoop appealed the court�s summary judgment ruling. On June 4, 2010,
American Greetings Corporation and TCFC appealed the court�s ruling that it must indemnify MoonScoop against the
cross claims asserted against it. We believe that the allegations in the lawsuit against American Greetings Corporation
and TCFC are without merit and intend to continue to defend the actions vigorously. We currently do not believe that
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the impact of the lawsuit against American Greetings Corporation and TCFC, if any, will have a material adverse
effect on our financial position, liquidity or results of operations.
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In addition to the foregoing, we are involved in certain legal proceedings arising in the ordinary course of business.
We, however, do not believe that any of the other litigation in which we are currently engaged, either individually or
in the aggregate, will have a material adverse effect on our business, consolidated financial position or results of
operations.

Item 4.     Reserved

Executive Officers of the Registrant

The following table sets forth our executive officers, their ages as of April 29, 2011, and their positions and offices:

Name Age Current Position and Office

Morry Weiss 70 Chairman
Zev Weiss 44 Chief Executive Officer
Jeffrey Weiss 47 President and Chief Operating Officer
John W. Beeder 51 Senior Vice President, Executive Sales and Marketing

Officer
Michael L. Goulder 51 Senior Vice President, Executive Supply Chain Officer
Thomas H. Johnston 63 Senior Vice President, Creative/Merchandising
Catherine M. Kilbane 48 Senior Vice President, General Counsel and Secretary
Brian T. McGrath 60 Senior Vice President, Human Resources
Douglas W. Rommel 55 Senior Vice President, Chief Information Officer
Stephen J. Smith 47 Senior Vice President and Chief Financial Officer
Erwin Weiss 62 Senior Vice President, Enterprise Resource Planning
Joseph B. Cipollone 52 Vice President, Chief Accounting Officer

�  Morry Weiss and Erwin Weiss are brothers. Jeffrey Weiss and Zev Weiss are the sons of Morry Weiss. The
Board of Directors annually elects all executive officers; however, executive officers are subject to removal,
with or without cause, at any time; provided, however, that the removal of an executive officer would be
subject to the terms of their respective employment agreements, if any.

�  Morry Weiss has held various positions with the Corporation since joining in 1961, including most recently
Chief Executive Officer of the Corporation from October 1987 until June 2003. Mr. Morry Weiss has been
Chairman since February 1992.

�  Zev Weiss has held various positions with the Corporation since joining in 1992, including most recently
Executive Vice President from December 2001 until June 2003 when he was named Chief Executive Officer.

�  Jeffrey Weiss has held various positions with the Corporation since joining in 1988, including most recently
Executive Vice President, North American Greeting Card Division of the Corporation from March 2000 until
June 2003 when he was named President and Chief Operating Officer.

�  John W. Beeder held various positions with Hallmark Cards, Inc. from 1983 to 2006, most recently as Senior
Vice President and General Manager � Greeting Cards from 2002 to 2006. Thereafter, Mr. Beeder served as the
President and Chief Operating Officer of Handleman Corporation (international music distribution company)
in 2006, and the Managing Partner and Chief Operating Officer of Compact Clinicals (medical publishing
company) in 2007. He became Senior Vice President, Executive Sales and Marketing Officer of the
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Corporation in April 2008.

�  Michael L. Goulder was a Vice President in the management consulting firm of Booz Allen Hamilton from
October 1998 until September 2002. He became a Senior Vice President of the Corporation in November
2002 and is currently the Senior Vice President, Executive Supply Chain Officer.

�  Thomas H. Johnston was Managing Director of Gruppo, Levey & Co., an investment banking firm focused on
the direct marketing and specialty retail industries, from November 2001 until May 2004,
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when he became Senior Vice President and President of Carlton Cards Retail, a position he held until May
2009, shortly after the sale of the Corporation�s Retail Operations segment in April 2009. Mr. Johnston
became Senior Vice President, Creative/Merchandising in December 2004.

�  Catherine M. Kilbane was a partner with the law firm of Baker & Hostetler LLP until becoming Senior Vice
President, General Counsel and Secretary in October 2003.

�  Brian T. McGrath has held various positions with the Corporation since joining in 1989, including most
recently Vice President, Human Resources from November 1998 until July 2006, when he became Senior
Vice President, Human Resources.

�  Douglas W. Rommel has held various positions with the Corporation since joining in 1978, including most
recently Vice President, Information Services from November 2001 until March 2010, when he became
Senior Vice President, Chief Information Officer.

�  Stephen J. Smith was Vice President and Treasurer of General Cable Corporation, a wire and cable company,
from 1999 until 2002. He became Vice President, Treasurer and Investor Relations of the Corporation in April
2003, and became Senior Vice President and Chief Financial Officer in November 2006.

�  Erwin Weiss has held various positions with the Corporation since joining in 1977, including most recently
Senior Vice President, Program Realization from June 2001 to June 2003, and Senior Vice President,
Specialty Business from June 2003 until becoming Senior Vice President, Enterprise Resource Planning in
February 2007.

�  Joseph B. Cipollone has held various positions with the Corporation since joining in 1991, including most
recently Executive Director, International Finance from December 1997 until becoming Vice President and
Corporate Controller in April 2001 and Vice President and Chief Accounting Officer in October 2010.
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PART II

Item 5.     Market for the Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

(a) Market Information.  Our Class A common shares are listed on the New York Stock Exchange under the symbol
AM. The high and low sales prices, as reported in the New York Stock Exchange listing, for the years ended
February 28, 2011 and 2010, were as follows:

2011 2010
High Low High Low

1st Quarter $   26.21 $   19.09 $   8.85 $ 3.24
2nd Quarter 23.36 17.89 16.13 6.33
3rd Quarter 21.64 18.02 24.10 13.20
4th Quarter 23.89 19.86 25.58 17.05

There is no public market for our Class B common shares. Pursuant to our Amended and Restated Articles of
Incorporation, a holder of Class B common shares may not transfer such Class B common shares (except to permitted
transferees, a group that generally includes members of the holder�s extended family, family trusts and charities) unless
such holder first offers such shares to American Greetings for purchase at the most recent closing price for our
Class A common shares. If we do not purchase such Class B common shares, the holder must convert such shares, on
a share for share basis, into Class A common shares prior to any transfer. It is the Corporation�s general policy to
repurchase Class B common shares, in accordance with the terms set forth in our Amended and Restated Articles of
Incorporation, whenever they are offered by a holder, unless such repurchase is not otherwise permitted under
agreements to which the Corporation is a party.

Wells Fargo, St. Paul, Minnesota, is our registrar and transfer agent.

Shareholders. At February 28, 2011, there were approximately 11,300 holders of Class A common shares and 132
holders of Class B common shares of record and individual participants in security position listings.

Dividends.  The following table sets forth the dividends declared by us in 2011 and 2010.

Dividends per share declared in 2011 2010

1st Quarter $ 0.14 $      *
2nd Quarter 0.14 0.12
3rd Quarter 0.14 0.12
4th Quarter 0.14 0.12

Total $   0.56 $ 0.36
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On March 21, 2011, we raised our quarterly dividend by 1 cent, from 14 cents per share to 15 cents per share.
Although we expect to continue paying dividends, payment of future dividends will be determined by the Board of
Directors in light of appropriate business conditions. In addition, our borrowing arrangements, including our senior
secured credit facility and our 7.375% Notes due 2016 restrict our ability to pay shareholder dividends. Our borrowing
arrangements also contain certain other restrictive covenants that are customary for similar credit arrangements. For
example, our credit facility contains covenants relating to financial reporting and notification, compliance with laws,
preservation of existence, maintenance of books and records, use of proceeds, maintenance of properties and
insurance, and limitations on liens, dispositions, issuance of debt, investments, repurchases of capital stock,
acquisitions and transactions with affiliates. There are also financial covenants that require us to maintain a maximum
leverage ratio (consolidated indebtedness minus unrestricted cash over consolidated EBITDA) and a minimum interest
coverage ratio (consolidated EBITDA over consolidated interest expense). These restrictions are subject to customary
baskets and financial covenant tests. For a further description of the limitations imposed by our borrowing
arrangements, see the discussion in Part II, Item 7, under the heading �Liquidity and Capital Resources,� and Note 11 to
the Consolidated Financial Statements included in Part II, Item 8.

* We generally pay dividends on a quarterly basis. During the fourth quarter of fiscal 2009, however, two dividends
were declared, but only one dividend of $0.12 per share was paid in the fourth quarter. The other $0.12 per share
dividend was paid in the first quarter of fiscal 2010.

20

Edgar Filing: AMERICAN GREETINGS CORP - Form 10-K

Table of Contents 43



Table of Contents

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN AMONG
AMERICAN GREETINGS CORPORATION, THE S&P 400 INDEX AND PEER GROUP INDEX

Set forth below is a line graph comparing the cumulative total return of a hypothetical investment in our Class A
common shares with the cumulative total return of hypothetical investments in the S&P 400 Index, and the Peer
Group described below based on the respective market price of each investment at February 28, 2006, February 28,
2007, February 29, 2008, February 27, 2009, February 26, 2010 and February 28, 2011, the last trading days of our
fiscal years over the past five years.

2/06 2/07 2/08 2/09 2/10 2/11
American Greetings $100 $113 $93 $19 $103 $120
S & P 400 $100 $110 $104 $61 $101 $134
Peer Group* $100 $116 $110 $76 $132 $183

Source: Bloomberg L.P.

*Peer Group
Blyth Inc. (BTH) Fossil Inc. (FOSL) McCormick & Co.-Non Vtg Shrs (MKC)
Central Garden & Pet Co. (CENT) Jo-Ann Stores Inc. (JAS) Scotts Miracle-Gro Co. (The) - CL A

(SMG)
CSS Industries Inc. (CSS) Lancaster Colony Corp.

(LANC)
Tupperware Brands Corp. (TUP)

The Peer Group Index takes into account companies selling cyclical nondurable consumer goods with the following
attributes, among others, that are similar to those of American Greetings: customer demographics, sales, market
capitalizations and distribution channels.
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Securities Authorized for Issuance Under Equity Compensation Plans.  Please refer to the information set forth under
the heading �Equity Compensation Plan Information� included in Item 12 of this Annual Report on Form 10-K.

(b) Not applicable.

(c) The following table provides information with respect to our purchases of our common shares made during the
three months ended February 28, 2011.

Maximum
Total Number

Number of
Shares (or Approximate

Purchased as
Dollar Value) of

Shares

Average
Part of

Publicly that May Yet Be

Total Number of Price Paid
Announced

Plans or Purchased Under

Period Shares Purchased per Share Programs
the Plans or
Programs

December 2010 Class A - - - - $ 46,578,874(2)
Class B - - - -

January 2011 Class A - - - - $ 46,578,874(2)
Class B - 3,701(1) $ 22.12 -

February 2011 Class A - - - - $ 46,578,874(2)
Class B - - - -

Total Class A - - - -
Class B - 3,701(1) - -

(1) There is no public market for our Class B common shares. Pursuant to our Articles of Incorporation, a holder of
Class B common shares may not transfer such Class B common shares (except to permitted transferees, a group
that generally includes members of the holder�s extended family, family trusts and charities) unless such holder
first offers such shares to the Corporation for purchase at the most recent closing price for the Corporation�s
Class A common shares. If the Corporation does not purchase such Class B common shares, the holder must
convert such shares, on a share for share basis, into Class A common shares prior to any transfer. It is the
Corporation�s general policy to repurchase Class B common shares, in accordance with the terms set forth in our
Amended and Restated Articles of Incorporation, whenever they are offered by a holder, unless such repurchase
is not otherwise permitted under agreements to which the Corporation is a party. All of the shares were
repurchased by American Greetings for cash pursuant to this right of first refusal.

(2) On January 13, 2009, American Greetings announced that its Board of Directors authorized a program to
repurchase up to $75 million of its Class A common shares. There is no set expiration date for this repurchase
program. No repurchases were made in the current quarter under this program.
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Item 6.     Selected Financial Data

Thousands of dollars except share and per share amounts

2011 2010(1) 2009 2008 2007(2)

Summary of Operations
Net sales $ 1,560,213 $ 1,598,292 $ 1,646,399 $ 1,730,784 $ 1,744,798
Total revenue 1,592,568 1,635,858 1,690,738 1,776,451 1,794,290
Goodwill and other intangible asset
impairments - - 290,166 - 2,196
Interest expense 25,389 26,311 22,854 20,006 34,986
Income (loss) from continuing
operations 87,018 81,574 (227,759) 83,320 39,938
(Loss) income from discontinued
operations, net of tax - - - (317)
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