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Dunnq scol 201 we is hod everal mtestones While revenues were tough to come cy

in the current ecoi or He environmr at our team abitty to man ge the business in at

cc anomie environment was evident

We drc ye strong organic revenue growt fr our acquired plattor ms by taking specif

aetio both durinq integration and in ongoing operations elping us to achieve record

ale of $654 million for the year

St orig operational management and as comolishmenca by our acquisit on and

integration teams drove significant bottom line results leading to ncord PS of $0 98

terhare up26o noin ca year

Importantly these actions deliveird 13% increase in EBITDA to $54 mill on

Jus tI roe yr arc ago we served limited ruinber of end inarkcts focused on maIl

businesses acre the country through primarily one aIes channel Sal and Sers ice

Tody we seive iuton otive ObMa janitorial and industrial MRC distributor and

diversified set of quality retailers We accomplehed this by attracting more sile outleb

for our produts in each vertical but mc st iotably in transoor tion which camp cc

slightly more han third of our not sales With more distribution and retail partners we

enl anc ed the value pi oposition to the customer by infusing the channels wit-i high qu Lift

produc such as ep Gomr rercial and TimeMe In many cases we acquired new brand

and then addr Lop products to he cI nra themby providing more complete offei in

In 20 we expanded our European markst presence with he acquicitiorm of the Hale

Group and Mykal Industries with the Forward CI emical Hexo Ian Mykal and Dc SoIv

bra rds which augment our Lep Eu opean org cmi ction Hale expands our reach to

broad range of industrial commercial and public sector customers in the while the

Mykal acquisition expanded our inaret ccc es ir thc UK with an extended portfolio of

II rr ogn sed products as well as new re oil and diatribution %annels

As we began fiscal 2013 we movcd to ignificai tly augment our transpor ation offc ring

thioc 3h cur planned cc luisition of Icolab Vet ide Care division Pending stomary

rrgulatory coprovab this acquisition is expected to closeLy the end of Ihe 012 calenda

year Ibis transaction is oorfect strategic it for Zep Inc it builds upon our re

trar xtrtction business arid delivers an expanded oflering 01 lead ng nrai as and sri vices

to customers the way they want to be served

he broader ansportatic market is of tiateg importance Zep Inc it exhibits straJy

ow dynamics arid it is me ir which wr have significant experience Withi the overall

tran iortation irk the vehicle care egment is particularly attractive $1 billio

opportunity in Ur its Lt ites



By joining forces with Ecolabs Vehicle Care team we will accelerate our growth This

is welhrun business with attractive financial characteristics that will create significant

shareholder value We expect the transaction to be modestly accretive to earnings for the

balance of our fiscal year 2013 Some elements of the business could take year to fully

integrate and as we complete that work we would expect greater accretion in fiscal 2014

To achieve the full value of the transaction we have established new entity known as

Zep Vehicle Care which is expected to be one of the leading providers to the vehicle care

industry providing an unmatched brand offering and associated services It will be led by

the current leaders of Ecolabs Vehicle Care business who bring with them considerable

industry experience

Our diversification strategy has served us well and is generating increasing value for our

shareholders

Our fiscal 2009 marked the end of significant transformation in the company and

coincided with the end of the recession As result of implementing our cost reduction

efforts to improve the profitability of the business and our acquisition strategy to diversify

our access to market we have accomplished the following

Our revenues have increased at 9.3% compounded annual growth rate during the

past three years

Reported EBITDA grew at 31% compounded annual growth rate over that timeframe

with EBITDA margins improving by 117 basis points per year

During this same time we grew reported diluted earnings per share at 33%

compounded annual growth rate

During the past four years we have generated over $80 million in cumulative free cash

flow while investing in our strategic growth initiatives

Return on invested capital improved 80 basis points over this time reflecting our cost

reduction efforts
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In thE nrc np year you oxuect to ontinu to thouahtfullv manage businr

wh th ii mindful that we expect economs eondition remain chaflengir As such

from our ui rent vant ig point we would expoe modest demand changes rorn our en

market durrig fis a120l3 ihat said we brlieve we hav the right iriitmtives plac to

ensure our business continues to grcw during tht so difficult economic times 3nd that ae

are well osi ioned for when the onomy begin to strengthen

In short our diversificatioi journey continues to qain traction Afte we iestruaturod our

busiiie heading into 2009 we began our journey to expand our market acess in 20l0

and we continue to make sign fkant proqres The work we have done in fiscal 2W2 is

building momentu ri for fiscal 2013 As rosuit am confident that we have the riqht

strategy the right bu2ness model arid imporlsntly the right people to delver continually

improving results

3ineer ly

Morai

Chairman President and Chief xecu five 0th er



Wfth products and servi.ces dating back to 1896 Zep Inc

NYSE is leading producer and marketer of wide

rar.ge of highefficacy cleaning prod and maintenance

solutions for automotive industrial institutional and

selected consumer en

Based in Atlanta Georgia we offer deep product portfolio consisting of over 4000

formulations that provide customized superior solutions to over 200000 customers

worldwide These customers include vehicle mechanics manufacturers food

processors car washes schools municipalities government agencies restaurants

hospitals and hotels We also serve variety of customers in the automotive fleet

maintenance industrial/MRO supply janitorial/sanitation supply and motorcycle

markets Our products and services have won us recognition for providing excellence

in product quality and customer service

wwwzapncom 2012 ANNUAL REPORT



We sell our nroducts sod er rvme through sU three of our industry typical har nels

istiihution Hr tail and Sales nd Service and we are eommittrd to expanding our

market acccss through our diversification tricgy In fical Ol2 wo suer orded ci

expanding our customers access to our growing portfolio of products and services

acrosa al three of these sales channels brt sost notably in Aria and Distribution

ireas we feol presert significant opportunities For growth

Zep Saes by Channel August 2012
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We celorated oui entiy nto th Diatribution market with our acquisition of Amrep in

2010 to add to our automotive cap zbilities Later that year we acquired certain assets

of Waterbury to strengthen our position -i the distribution channel Our distributor sales

organization markets oui products to large itional and regional hu iiiess to businer

distnbutoia that target the industrial aintenance janitorial/sanitation and automotive

markets The distributors sell ng our products include Bunzl Fastenal Company HD

Supply nterline Brands Inc Kia Motors America Inc agasse Inc TripleS Nissan

North America Inc Subsru of America Inc Toyota Motor Sales USA Inc and W.W

Orainqe Inc

We grcw market ahare in 201 within ertain market verticals that we serve through the

distribution channel including the automotive aftermarket and industrial maintenance

Our Ret il sale orgar ation markcts ou products to contractors and small business

owners through ret ilers such as home improvement hardware and au parts stores

We believe that we are the largest supplier of industriahstrength cleaning chemicals to

The Home Depot Other retailers selling our oroducts include Ace Hardware Advanci

Auto Parts Inc Auto/one Pai ts Inc Lowes Companies Inc Menards NAPA Auto

Parts stores Orchard Supply Hardware LI TruServ Hardware and Walmart

We broad ned our Rctail base in 201 by expanding our branded product lines with

existing customers such as Lowes ard Menards as well as new customers ircludinq

Orchard Supply Our primary retail brand Zep Commercial is now available at more

than 7000 retail locations throughout North America 75% incre se compared with

the number of stores which custoc em could purchase /ep Commercial at the

beginning of fiscal 20

hrouqh our Sales and Servs channel we provide convenient high efficacy cleaniu

and maintenance solutions to customcrs that include commercial industrial institutional

and governmental end users ranging in size from small sole proprietorships to the Dr ited

Statcz deral government leadi ig provider of cleaning and maintenance

solution in the direct sales chann we serve our customers by meeting unique

individual needs lhr ugh our acquisitiona of Niagara and Washtror ics we provide

customers in flset maintenance with suprior equipment chemical products and technical

oxper ise We provide vaIueadded services to our customcms in the areas of applica ion

advic safety aspects oroduct selection specific formulations inventory management

customer employee traiuing and equipment including dispensers Our value added

service often redu the total cost 01 our customers cleaning and maintenance needs



We eve jctOq1er ere heneft ron highly ntfentvc cnIutinn thr are pnr

ir competitors iferings Some of the larger customers served by our Sales and

Se rvic can in luds Amenquest Costco Canada Han ah Lntertainmer Inc Pen ke

Corpo alion Ryder Iruck Rcnt and Waste Manageme.nt Inc

In Jar uary 20 thr ugh the acquisition of The Hale Uroup imited we built upon our

existing Euro ean capabilities by estabhshinq presence in the United Kuigdom ng

and maintenance ch mica market In June 2012 we acquired Mykal IndustrieS Limited

also bawd the UK which repiesents our first investment targeting Europr re

and ditnihution sales channels the Octooei 20 acquisition of Washtronicn of America

expanded wr oroduct portfolio and ace to mai kot by further strengthenir our posit on

in truck and flcet wash

With wve.rel of our diversificaticn foeusd acquisitions now ntegrated we are iealizinq

organic growth fiom our Distribution and Retail selling platforms and benefitting from

wirerous synergies in the -ourcing manufacturing and delivery oui products arid

services ir ludirig the capability to provide single order nvoicinq for our customers

irice 2009 we doubled the pere entagc of our total ales gene ated from the Distrit ution

id Rohel Chr nnels We are maki ia investments to stabilize volumes in our Sales and

Sea vice organization and look foi ward to realizing the benefit of our efforts to expand

within arket that arc new to us in Europe
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Zep Inc brands have been in existe ce nec 1896 and are now part of the Zep Inc

corporation which was Founded in 1937 From our traditional roots embedded in

direct sales and soivic model we now deliver our growing portfolio of products and

servses through thiee distinct channels that meet the individual needs of our broadening

custurrici base Distiibution Retail and Sal and Service

We behave hat tha applicable marke for our products and services throughout the world

is approximately $75 billion and in the United States is approximately $19 billion

Dstnbutors Business tobusiness supply distributors purchase approximately 44%

of all chemicals and maintenance solutions sold within the United States In fiscal

201 distributor sales accounted for spproximately 22% of our total revenue which

represents subst rntial increase from just fivr years ago when distributor sates

comprised only 1% of our total net sales

Retail Retail establishments purchase aoproximately .35% of the chemicals nd

mai tenance solutions sold within the U.S market and in fiscal 2012 sales through this

channel accounted for approximately 18% of our total revenue

Dh-ectserve third type of end user purchases cleaning and maintenance chemicals

dirctlyfiom salesperson hat represente the manufacturer Tf remaining 21% of

the market ic served by the direr serve channel and sales through this channel

accounted for 60 of our tot revenue in fiscal 2012 quarter which are from

outside the US

Our strategy is to build upon our pos tion as leading provider of cleaning and

maintenance solutions for cemmcrcial and industrial end users by expanding customer

access to our products and services each of these sales channels

01 SNI lit SEPt



Our dive rification st ategy key to this gr wth snablinq our customers to ourchese

our highethcacy produ ts where when and how the customer desires We sic fo used

oi mocinq ths romp ry in the direction ci which the customer is moving the iiaiet to

moic cc esable location for the piofessional customei Over the past ycai targeted

acquisitions and brand xpansion initiatives hays served us we in gaining access to he

right channels to better serve our custoinen the way thsy want to be served

The Zep Inc strategy primarily focuses on

multichannel and multi brand appi oach

Continued expansmn of our iccess to irkets and in our areas of strength primarily

vi acquisitions

Di ivinq economes of scale in Supply Chair Administration and RD

Organic sals growth in acquired platforms

Our multi cf anncl aid multi brand approach provides unique tailored ffering for our

cus omerc in all thrce chan isIs hi the ompetilise advantage Zep has in the market

in which we compete

Cents our expane ion is our acquisition strat gy We invest assts that provide

distinst stratsqic advintaqe either by levcrcqinq existing services and produ ts through

custo ncr relationships of the acquired latform by leveraging manufm turing and logisti

spabilitie or in many intances both As rcsult more ha halt of our top 20

ustoine today are new within the past three years
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Mr Morgan has served as our

Chairman President and Chief

Executive Officer since Octobe.r

2007 In July 2007 he wa.s elected

PresidentandChiefExecutiveOfficer

of Acuity Specialty Products subsidiary of Acuity Erands

prior to our spin-off in November 2007 He served as an

Executive Vice esident of Acuity Brands until October

2007 He served as President and Executive Officer

of Acuity Brands Lighting Inc from August 2005 to July

2007 He served at Acuity Brands as President and Chief

Dewe.lopment Officer from January 2004 to August 2005 as

Senior Exec.ut.ive VicE Pres.ident and Chief Operating Officer

from June P00.2 until January 2004 and as Executive Vice

President frc.m Dece.mber 2001 until June 2002 He is

director of WESCO International mc and serves on its Audit

and Compensation Committees

.Mahir.o Jnc

IE Managing Director

Taft Business Consulting LLC

M.r Eirown has served as Vice

President and Chief Financial

Officer of Makino Inc

metaiwr.rking technc.ic.gy cc.mpany sl.nc October 2010

He has also served as Managing Director of Taft Busin.ess

nsulting LLC since May2009 Re previously served

a.s Chairman and Chief Executive Offi.ce.r of Mile cron

Inc from 2001 to November 2008 as Chief Operating

Officer from 19ff to 2001 a.nd as Chi.i Financ.W Officer

from 1993 to 1999 Mr Brown is dire ctor of A.O. Smith

Company end during t.he past five years al.o served as

director of Miiacron Inc

Joh.n fdor.tem

Chaitrnan President and

Chief Executive Officer

url own

Vi me ident ndCh
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President and Chief

Executive Of cer

Region Financial Corporation

Mr Halt has scrved as Chief

Executive Officer of Regions

Financial Corporation Regions

since April 010 and as President

since October 2009 He served as Chief Operating Officer

of flegonb front Octobei 2009 to Apt 2010 Mr Hall also

scrves mcmber of Regions Executive Council He

previously served as Vice Chairman of Regions frorri

Dcccii ber 2008 until October 2009 as Senior xecutive

Vice President General Banking Group of Regions from

November 2006 until Decembsr 2008 and as hr ad of

various lines of busir ess at Regions from Januaiy 2005 until

November 2006 including managing Consumer Banking

Commercial Banking and Wealth Monagement He is

director of Regiers

Chairman aid Chief xecutive Officer

BorqWarner Inc

Mr Manganc lIe has served as

Chairman and Chief Lxecutive Officer

of BorgWarner Inc since 2003 He

was named to his current position in

Fr bruary 2003 after having served for

one ye as Presiden and iief Ope ating Officer During

his career at BorqWarner he has held senior mar agement

positions in operations sales and business development

Before joining BorgWarner in 1989 Mr Manganello held

sales managemen positions at P1 imponents ink Belt

from 1981 to 1988 and product engineennq management

pasitions at Chrysler Corporation io ii 1973 to 1981 Mr

Manga iello is director of BorgW irrier Inc and Bemis

Company Inc and served as past Board Chairman of

the Federal Reserve Bank of CI cage Detroit branch

Of Counse/

AlstonBird LLP

Lead Diiector

Mr Nurkin retired on December 31

2006 from Alston Bird LI

national law firm headquartercd

in Atlant Georgia Prior to his

retirement Mr Nurkin was Senioi Partner in the law firm

for more than five years Mr Nurkin served as director

of Dayton Superior Corporation from February 2007 until

October 2009

Former Chief Financial Officer

King Pharmaceuticals Inc

Mr Squicciarino served as Oe

Chief inancial Officer of Kir

Pharmaceuticals Inc from June

2005 until March 2011 when the

company was acquired Prior to

joining King Pharniaceuticals lnc he served as Chief

Financial OfficeN Noith Amenca for Revlon Inc from

March 2005 until June 2005 and as Chief Financial

Officer International for Revlon International Inc from

February 2003 until March 2005 He held the position of

Group Controller Pharmaceuticals Europe Middle East

Africa with Johnson Johnson from October 2001 until

October 200

14



Frcsident and Mm xecutive Officer

Columbus Mckinnon Corporation

Mi Tcvens ha served as the

Prcident of Columbus McKinnon

Corporation ince Januai 1998

and as Chief Executi Othcer since

July 1998 Mr levens served as Vicc

resident Information Srrvces cf Columbua Mckinnon

Corporation from May 1991 to January 1998 becominq

Chief eratir Otficcr in October 1996 From 1980 to 1991

Mr Tever employed by Ernst Young Li in variou

nar aqement conulting capacities He is also director of

Cu umbur McKirinon Corporation

Lxecutive Vi Prcs dent

Manuldcturi ij 11 eiirig Supaly

Char rand Environtrental Health and

Safety Operations

The Dow Chemical Compary

Ms Williams ha rved as

xecutive Vice Prc sident of

Manufacturing and Engineering of he ow Chemical

Company Dow Chemic al since Septemb Oil and sh

assumed rsponsihili for Supply ham and Environ nental

Health and Safety Opcr Vion in 201 Mr is al mc er

of Dow Chsrnicals 6xccuve Leadcrhip Co rimittee and

Strategy Board During hcr careei at Dow Chemical whir

bsgan in 1980 she hr sorv as Piesident of Chemicals

and Energy from Auqu 2010 to Auoust 2011 ar Senmoi

Vice Prei lent of Ba Chemicals from inuary 2c 02 to

July 2010 as CorporaL Vice Prcsident of Markct acm

Business Development and Licensing Portfolio ho Augi st

200 to Dr cembem 208 arid as Vi Presidei of 3usmr oss

evclopm nt for Markct Fc ing Bumness from Ma ch 2005

to July 2007



Millions except per share data

Fully Diluted Earnings per Share Free Cash Flow
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IL 11

Net saks $653533 $645972 $568512 $501032 $574 /24

Operating pro/il 38 160 3321 3852 18 089 23 063

Net income 21909 7401 1350 9260 16 22

Bass earnings per shore 00 080 76

Diluted earnings per share 98 0J8 61 42 /5

Cast vidend1 declared per $0 16 $016 $0 it $0 12

common share

isic weighted average nur bor of 1768 21540 21 271 21 057 20 862

shares outstanding1

uted weighted average numboi of ICC

sharr outtanding

Cah and cash equivalents $3513 7219 $25 25/ 16661 14528

Total issots 135 28 403 /59 342 84 249 618 2/4 0/1

7otat debt 139250 119650 92150 40650 59150

Stockholde equity 6/9 i7 149 123 122 103 251 39

OTt

Gash provided by operations 22607 37 001 $34023 30438 2643a

Operatingworfrngcapitail $111 61 $100007 $969 $83615 IC 63
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This Anr ual Report containa non GAAP financial information which includes EBITDA and

free ash flow We provide this ron GAAP financial information to enhance the reader

ovcrall understanding of our financial performance Specifically management believes

he non OAAP financial infoinia ion provides useful information to investors by excluding

oi ad us ing certain items affecting reorted operaing results that were unusual or not

idicative of our core operating iesults his non 3AAP financial information should be

onsidercd in addition to and not as substitute for or superior to results prepared in

accordance with GAAP Moreover this non CAAP information may iot be comparable to

similarly titled measures reported by other companies In addition these measures do

not represent net income or cash tlos om operating activities as detined cy GAAP

are not necessarily indicative of cash available to fund our cash flow needs and should

not be considered in isolation of as alternatives to or more meaningful measures than

open ting profit net income cash provided by operating activities or our other financial

informabon as determined under OAAP The EBITDA and free cash flow non GAAP

financial information included in this Annual Report has been rcconciled to the nearea

GAAP measure in the tables hat follow

Net income 21 17.4 135 $93 163

Interest Expense net 20

Provmion for ome Taxes 11 97

Deprertation and Amortization 143 14 103 69

EBTDA unaudited 537 4/5 $33 238 35

Net Cash Provided by 226 37 34 304 264

Operating Activities

Purchases of Property RI %nt 18 /5
and Equipment

Proceeds from Sale of Property

Plant and Equipment

Free Cash Flow unaudited 43 29 242 229 /3
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SELECTED FINANCIAL DATA

YEARS ENDED AUGUST 31

2012 2011 2010 2009 2008

iN THOUSANDS FXCFP PTl SHAOE AMOUNTS

SUMMARY OF OPERATIONS DATk

Netsales $653533 $645972 $568512 $501032 $574724

rshng profit 38.280 33217 23852 18089 29063

Net Income 21909 17401 13504 9260 16322

Basic earnings per share 1.00 0.80 0.62 $0.43 $0.76

Diluted earnings per share 0.98 0.78 $0.61 $042 $0.75

Cash dividertdsdeclared per $0.16 $0.16 $0.16 $0.16 $0.12

common share

Basic wesghted average number of 21768 21540 21271 21.067 20862

shares outstanding1

Diluted weighted average number of 22166 22027 21738 21290 20252

shares outstanding

BALANCE SHEET DATA AT PERIOD END

Cash and cash equivalents $3513 $7219 $25257 16651 14528

Total assets 435287 403769 342648 249618 274071

Total debt 139250 119650 92150 40650 59150

Stockholders equity 167.917 149123 122173 109265 99717

OTHER DATA

Cash provided by operations $22607 37001 34023 30438 $28435

Operatingworkingcapital2 $111512 $100007 $92629 $83616 $103763

On September 2009 we retrospectively adopted an accounting pronouncement which provides that unvested share-based payment awards that contain

nontorfeitable rights to dividends or dividend equivalents are participating securities and should be included in the computation of earnings per share The application

of this guidance to each ot the basic and diluted earnings per
share computations for the four years ended August 31 2012 effectively reduced those computations by

$0.01 Due to the number ot unvested shares issued during fiscal 2008 in connection with our previously disclosed one-time founders award the application of this

guidance to each of the basic and diluted earnings per share computations for the year ended August 31 2008 effectively reduced those computations by $0.02 We

did not pay dividends prior to our October31 2007 spin-off nor did we have control over the equity award programs previously administered by our former parent

company whose compensation philosophy may have differed from that reflected in our currently administered equity
award programs Therefore it is not practicable

to retrospectively apply this guidance
before we became stand-alone public entity However we believe that retrospective application of this guidance would not

have had an impact on basic and diluted earnings per share as we did not pay dividends during those periods

Operating working capital is defined as the sum of accounts receivable and inventory less accounts payable

NON-GAAP DtSCLOSURE

This Annual Report contains non-GAAP financial information which includes EBITDA and tree cash flow We provide this non-GAAP financial information to enhance

the readers overall understanding of our financial performance Specifically management believes the non-GAAP financial information provides
useful information to

investors by excluding or adusling certain items affecting reported operating results that were unusual or not indicative of our core operating results This non-GAAP

financial information should be considered in addition to and not as substitute for or superior to results prepared in accordance with GAAP Moreover this non

GAAP information may not be comparable to similarly titled measures reported by other companies In addition these measures do nol represent net income or

cash flows from operating activities as defined by GA.AP are not necessarily indicative of cash available to fund our cash flow needs and should not be

considered in isolation of as alternatives to or more meaningful measures than operating profit net income cash provided by operating activities or our other

financial information as delermined under GAAP The BlTDA and free cash flow non-GAAP financial information included in this Annual Report has been reconciled

to the nearest GAAP measure in the tables that follow

http //www zepinc coml2O 12-annual-report/financial-highlights
11/20/2012
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RECONCILIATION OF EBITDA

Net Income

Interest Expense net

Provision for Income Taxes

Depreciation and Amortization

EBITDA unaudited

RECONCILIATION OF FREE CASH FLOW

Net Cash Provided by

Operating Activities

Purchases of Property Plant

and Equipment

Proceeds from Sale of Property

Plant and Equipment

Free Cash Flow unaudited

YEARS ENDED AUGUST31

02012 Zep Inc All rights reserved CONTACT EBOLA t.GA1 CALFORNIA TRANSPARENCY ACT

2012 2011 2010 2009 2008

MIt IONS

$21.9 $17.4 $13.5 $9.3 $16.3

5.5 6.6 2.0 1.7 2.8

11.9 9.3 8.2 5.9 9.7

14.3 14.2 10.3 7.0 6.9

53.7 47.5 33.9 23.8 35.7

22.6 37.0 34.0 30.4 26.4

184 8.9 9.8 7.5 9.2

0.9

$4.3 $29.0 24.2 22.9 173

http //www.zepinc.comI2O 2-annual-report/financial-highlights/ 11/20/2012
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John Morgan

Hello Im John Morgan am proud of the results we delivered in fiscal 2012 Our teams are executing

our strategic initiatives most notably our diversification strategy And the significant advancements we

made during fiscal 2012 are building momentum as we head into fiscal 2013

This year we expanded our European market presence with brands like The Hale Group and Mykal

Industries who have joined under Alessandro Brighentis leadership our Zep European Sales and Service

organization

Hale was good investment as it expands our reach to broad range of industrial commercial and

public sector customers in the U.K

The Mykal acquisition furthers our strategy to expand our market access in Europe with an extended

portfolio of well-recognized products as well as new retail and distribution channels

We are of course mindful that Europe is experiencing economic troubles impacting economic growth

That said we believe the uncertainty and doubt in the European economy is creating some buying

opportunities for us

During fiscal 2012 we reached several milestones While revenues were tough to come by in the current

economic environment our teams ability to manage the business in tough economic environment

was evident

We drove strong organic revenue growth out of our acquired and retail platforms by taking specific

actions both during integration and in ongoing operations helping us to achieve record sales of $654

million for the year

Strong operational management and accomplishments by our acquisition and integration teams drove

significant bottom line results leading to record EPS of $0.98 per share up 26% from last year

Importantly these actions delivered 13% increase in EBITDA to $54 million

As whole we now have business platforms to generate organic sales growth and we are developing

the competitive strengths to become more of leader in our industry

Today we sell our products through three sales channels distribution retail and direct sales and service

Our Distribution and Retail channels collectively now represent approximately 40% of our total sales up

from 18% just three years ago



And during 2012 our sales to retailers grew nearly 9% while our sales to distributors grew nearly 4%

over last year

These channels are led by our Amrep Group President Joe Seladi

In Retail we continue to deliver strong performance in both the home improvement as well as the

automotive aftermarket channels thanks to the significant advancements our team has made executing

our diversification strategy and expanding the Zep Commercial brand

As Joe will discuss we are now well-positioned to grow in this channel by focusing on the professional

customer who shops the retail store format

With that Id like to highlight Joe Seladi Group President of Amrep will discuss the progress that Zep

Commercial has made in fiscal 2012 as well as initiatives for fiscal 2013

Joe Seladi/Britt Jones

Joe Hi Im Joe Seladi President of Amrep Group for Zep Inc

One of our key brands in our Retail channel is Zep Commercial

Here with me today is Britt Jones our VP of Sales for Zep Commercial Zep Commercial offers

professional-strength cleaning at value for the professional customer who shops the retail channel In

home improvement this customer is typically the small contractor

Fiscal 2012 proved to be pivotal year for Zep Commercial as part of Zep Inc.s retail diversification

strategy Zep Commercial has been well-regarded brand with loyal following but was hard to find on

store shelves Today the Zep Commercial brand has expanded from about 4000 locations at the start of

fiscal 2011 to over 7000 retail outlets including most major home improvement stores in the United

States

We have aligned our sales teams around diversifying our retail presence and the Zep Commercial

expansion is great example of how we are successfully making this happen

Britt

We made significant progress making Zep Commercial more available during 2012 we have been

working on this brand expansion for quite while

few years ago we decided as company to expand and diversify its presence Feedback wed received

from customers said they thought the product is great and they love the value but didnt know where to

find it

Joe



am really excited about the momentum we are building for 2013 Zep Commercial can now be found

not only at The Home Depot and select Ace Hardware locations but in 2012 we expanded the brand to

Lowes and other national home improvement centers

Britt

Well we sell high efficacy products at great value and customers love it Customers love our

degreasers nothing can touch them and Zep Commercial is the leading brand in Professional floor

care When you have product customers love at an excellent value retailers quickly notice and want

the line on their shelves

Joe

And importantly the Zep Commercial line does not compete with the big consumer brands thats not

our focus none of our brands do We focus on the Pro who prefers to shop the convenience of the

retail store format

Britt

For our customers time is money Having the right product on the shelf is key If they cant quickly find

what they are looking for they will look elsewhere Getting our product on the shelf for the customer is

only part of the story though

We work with our retail partners to help their business this includes conducting product knowledge

seminars where we send in our reps to show customers how to use our products We offer point of

purchase displays and signage and at smaller shops we offer window decals which we have been told

have been great success alerting customers that they can find their favorite Zep Commercial product

inside and more importantly it helps drive traffic for the stores to build their businesses

Weve also amped up our promotional displays making them more attractive

This wasnt an area where we invested lot previously but we are finding it really translates into higher

sales And were starting to capture the deep cleaning consumer who sees our products in the store and

is really attracted to it given the superior results

Because we offer better-performing product than traditional consumer brands shoppers have quickly

become loyal Zep Commercial customers seeking out the product at their local retail outlets

Joe

And in 2013 we will focus on appealing to this consumer who wants to clean like pro including

broader effort to showcase products in more visually appealing way Point of purchase displays and

improved packaging design are just two areas weve targeted for enhancement

We look forward to accelerating the momentum seen in fiscal 2012 by Growing the Core business

and focusing on four important areas



First we plan to make the Zep Commercial brand more broadly available Were getting positive

reception from our customers about our diversification strategy but want to continue improvement in

2013

Second we continue to feed the channel with innovative new and improved products that offer

professional strength at value

Third we are focusing on merchandising packaging and service innovation to make the brand more

visible in retail stores

And fourth underlying these initiatives is the development of social media campaign to further

enhance brand awareness and advocacy

Building trust in the Zep Commercial brand begins with providing highly effective professional grade

product at value but that trust grows based on the relationships weve built with our retail partners

John Morgan

2012 was year where we really gained traction on our initiatives

Our acquired platforms are delivering strong organic sales growth and the investments we made in our

strategic initiatives many of which have been in the making for several years really intensified

We have effectively executed on our strategy to serve our customers the way they want to be served

through multi-channel and brand approach that now provides us with the right business model for the

markets we serve

Because the work of our team in fiscal 2012 accelerated the momentum we have been building the past

three years feel confident that we have the right strategy the right business model and importantly

the right people to deliver results


