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“The work we have done in fiscal 2012 built momentum for
fiscal 2013. As a result, | am confident that we have the right
strateqy, the right business model, and importantly, the right
people to deliver continually improving results.”

am proud of the performance our team delivered in fiscal 2012, as the progress made
to execute against our strategic initiatives became increasingly evident.

= Qur diversification strategy is enabling our customers to purchase our high-efficacy
products where, when and how the customer desires, which means making our
products increasingly available.

+  Qur acquisition strategy has served us well in accomplishing this objective - we are
gaining access to the right channels to better serve our customers,

«  We now have solid business platforms capable of generating organic sales John K. Morgan
growth, giving us the right set of competitive strengths to be a more significant Chairman, President and
leader in our industry. Chief Executive Officer

A good example of our performance is the significant advances made by our distribution
and retail teams to expand sales through strategic customers. We are expanding our
brand and product offering with existing customers, and building programs with new
distributors, to diversify our market presence in the retail channel with the increased
nationwide visibility of our products. For example, the Zep Commercial brand went from
being avaitable in over 4,000 locations at the start of fiscal 2011 to more than 7,000 major
retail outlets in North America at the end of fiscal 2012,
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FISCAL 2012 PERFORMANGCE

During fiscal 2012, we reached several milestones. While revenues were tough to come by
in the current economic environment, our team’s ability to manage the business in a tough
economic environment was evident.

¢ We drove strong organic revenue growth from our acquired platforms by taking specific
actions both during integration and in ongoing operations, helping us to achieve record
sales of $654 million for the year.

s 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 a 13% increase in EBITDA to $54 million.

DIVERBIFICATION IN ACTION

Just three years ago we served a limited number of end markets focused on small
businesses across the country through primarily one sales channel - Sales and Service.
Today, we serve automotive OEMs, janitorial and industrial MRQO distributors, and a
diversified set of quality retailers. We accomplished this by attracting more sales outlets
for our products in each vertical, but most notably in transportation, which now comprises
slightly more than a third of our net sales. With more distribution and retail partners, we
enhanced the value proposition to the customer by infusing the channels with high quality
products such as Zep Commercial and TimeMist. In many cases, we acquired new brands
and then added Zep products to the channel thereby providing a more complete offering.

EXPANDHNG DURGEOQGRAPHICF

I 2012, we expanded our European market presence with the acquisition of The Hale
Group and Mykal Industries with the Forward Chemical, Rexodan, Mykal and De-Solv-
It brands, which augment cur Zep European organization, Hale expands our reach to a
broad fange of industrial, commercial and public sector customers in the UK., while the
Mykal acquisition expanded our market access irt the UK, with an extended portfolio of
well-recognized products as well as new retall and distribution channels.

SLISHING ZEP VEHICLE CARE

As we began fiscal 2013, we moved to significantly augment our transportation offering
through our planned acquisition of Ecolab’s Vehicle Care division. Pending customary
regulatory approvals, this acquisition is expected to close by the end of the 2012 calendar
year, This transaction is a perfect strategic fit for Zep Ine. - it builds upon our core
transportation business and delivers an expanded offering of leading brands and services
to customers the way they want to be served.

The broader transportation market is of strategic importance to Zep Inc. — it exhibits steady
growth dynamics and it is one in which we have significant experience. Within the overall
transportation market, the vehicle care segment is particularly attractive ~a $1 billion
opportunity in the United States.

Zep!
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By joining forces with Ecolal’s Vehicle Care team, we will accelerate our growth. This

is a well-run 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 a 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 a 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 Ecolab’s Vehicle Care business, who bring with them considerable
industry experience.

DIVERSIFICATION STRATEGY GENERATING RESULTS
Our diversification strategy has served us well and Is generating increasing value for our
shareholders.

Qur fiscal 2009 marked the end of a significant transformation in the company and
coincided with the end of the recession. As a 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:

+  Qurrevenues have increased at a 9.3% compounded annual growth rate during the
past three years,

¢« Reported EBITDA grew at a 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 a 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.

AS REPORTED Fy2012 FOUR YEAR TREND (2008 - 2012)
Sales Growth +1.2% ' 9.3% CAGR

EBITDA Growth +13.1% 31% CAGR

EBITDA Margin Growth 90bp 117bp per year :

EPS Growth +26% 33% CAGR

ROIC i -100bp  80bp.
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In the coming year, you can expect us to continue to thaughtfully manage the business
while being mindful that we expect economic conditions to remain challenging. As such,
from our current vantage point, we would expect modest demand changes from our-end
markets during fiscal 2013, That said, we believe we have the right initiatives in place to
ensure our business continues to grow during these difficult economic times, and that we
are well-positioned for when the economy begins to strengthen.

in short, our diversification journey continues 1o gain traction. After we restructured our
husiness heading into 2009, we began our journey to expand our market access in 2010,
and we continue to make significant progress. The work we have done in fiscal 2012 is
building momentum for fiscal 2013. As a result, | am confident that we have the right
strategy, the right business model, and importantly, the right people to deliver continually
improving results.

Sincerely,

b %:me

H,

John K. Morgan
Chairman, President and Chief Executive Officer
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OVERVIEW

With products and services dating back to 1896, Zep Inc.
(NYSE: ZEP) is a leading producer and marketer of a wide
range of high-efficacy cleaning products and maintenance
solutions for automotive, industrial, institutional, and
selected consumer end-rmarkets.

Based in Atlanta, Georgia, we offer a deep product portfolio consisting of over 4,000
formulations that provide customized, superior solutions to aver 200,000 customers
worldwide. These customers include vehicle mechanics, manufacturers, food
processors, car washes, schools, municipalities, government agencies, restaurants,
hospitals, and hotels. We also serve a 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.

oo,
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Wesell our products and services through all three of ourindustry's typical channels:
Distribution; Retail, and Sales and Service; and we are committed to expanding our
market access through our diversification strategy. In-fiscal 2012, we succeeded in
expanding our customers’ access to our growing portiolio of products and services
across all three of these sales channels, but most notably in Retail and Distribution ~
areas we feel present significant opportunities for growth.

Zep Sales by Channel - August 2012
B Distributors coomsmmnenmnns e

Drove organic sales by significantly
broadening product offering with

Zep formulations

B
e

i i g&ggg CrtninaacraTiAsTAtIAAILIAININERICATEAIRAL
Significant diversification and
market access expansion with
Zep Commercial, which is now
available in over 7,000 locations

BB DHE@GE veeerererrorserssssesesnssmsmssornesessssesessassesenasssesceen Y
Expanded through acquisitions:
Washtronics in the U.S., and The Hale
Group and Mykal Industries in the UK.

EMND-MARKETS SERVED

DISTRIBUTION RETAIL SALES AND SERVICE
Automotive OEM / Distributors Home Improvement . Transammmﬂ
Jan / San Hardware Food
fnéustnaE MRO Automotive Aftermarket o i:mgﬁtgﬁimai
Redistribution Mass Merchandise Industrial
/ 44 Office Supplies  Government
Dollar/Discount
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DHSTRIBUTION

We accelerated our entry into the Distribution market with our acquisition of Amrep in
2010 to add to our automotive capabilities. Later that year we acquired certain assets
of Waterbury to strengthen our position in the distribution channel. Our distributor sales
organization markets our products to large national and regional business-to-business
distributors that target the industrial maintenance, janitorial/sanitation, and automotive
markets. The distributors selling our products include Bunzl; Fastenal Company; HD
Supply; Intertine Brands, Inc.; Kia Motors America, Inc.; Lagasse, Inc,; TripleS; Nissan
North America, Inc.; Subaru of America, Inc.; Toyota Motor Sales USA, Inc.; and WW.
Grainger Inc.

We grew market share in 2012 within certain market verticals that we serve through the
distribution channel, including the automotive aftermarket and industrial maintenance
and repalr.

RETAL

Qur Retail sales organization markets our products to contractors and small business
owners through retailers such as home improvement, hardware, and auto parts stores.
We believe that we are the largest supplier of industrial-strength cleaning chemicals to
The Home Depot. Other retailers selling our products include Ace Hardware; Advance
Auto Parts, Inc.; AutoZone Parts Inc.; Lowe’s Companies, Inc.; Menards;, NAPA Auto
Parts stores; Orchard Supply Hardware LLC; TruServ Hardware; and Walmart.

We broadened our Retail base in 2012 by expanding our branded product lines with
existing customers such as Lowe’s and Menard’s, as well as new customers including
Orchard Supply. Our primary retail brand, Zep Commercial, is now avallable at more
than 7,000 retail locations throughout North America - a 75% increase compared with
the number of stores at which customers could purchase Zep Commercial at the
beginning of fiscal 2011.

SALES AND SERVICE

Through our Sales and Service channel, we provide convenient, high-efficacy cleaning
and maintenance solutions to customers that include commercial, industrial, institutional
and governmental end-users, ranging in size from small sole proprietorships to the United
States federal government. As a leading U.8. provider of cleaning and maintenance
solutions in the direct-sales channel, we serve our customers by meeting unique,
individual needs. Through our acquisitions of Niagara and Washtronics, we provide
customers in fleet maintenance with superior equipment, chemical products and technical
expertise. We provide value-added services to our customers in the areas of application
advice, safety aspects, product selection, specific formulations, inventory management,
customer employee training and equipment, including dispensers. Our value-added
services often reduce the total cost of our customers' cleaning and maintenance needs.
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We believe the customers we serve benefit from highly effective solutions that are superior
to our competitars’ offerings. Some of the larger customers served by our Sales and
Service team include Ameriquest; Costco Canada; Harrah's Entertainment; Inc; Penske
Corporation; Ryder Truck Rental; and Waste Management, Inc.

In January 2012, through the acquisition of The Hale Group Limited, we built upon our
existing European capabilities by establishing a presence in the United Kingdom's cleaning
and maintenance chemicals market. In June 2012, we acquired -Mykal Industries Limited
- also based in the U.K. — which represents our first investment targeting Europe’s retail
and distribution sales channels. The October 2011 acquisition of Washtronics of America
expanded our product portfolio and access to market by further strengthening our position
in truck and fleet wash.

With several of our diversification-focused acquisitions now integrated, we are realizing
organic growth from our Distribution and Retall selling platforms and benefitting from
numerous synergies in the sourcing, manufacturing and delivery of our products and
services, including the capability to provide single order invoicing for our customers.

Since 2009, we doubled the percentage of our total sales generated from the Distribution
and Retail channels. We are making investments to stabilize volumes in our Sales and
Service organization, and look forward to realizing the benefits of our efforts to expand
within markets that are new to us in Europe.
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Zep Inc. provides its customers with a comprehensive
portfolio of high-efficacy industrial cleaning and maintenance
solutions delivered with superior customer service and
unmatched technical support.

Zep Inc.’s brands have been in existence since 1896 and are now part of the Zep Inc.
corporation which was founded in 1937. From our traditional roots embedded in a

direct sales and service model, we now deliver our growing portfolio of products and
services through three distinct channels that meet the individual needs of our broadening
customer base: Distribution, Retail and Sales and Service.

We believe that the applicable market for our products and services throughout the world
is approximately $75 billion, and in the United States is approximately $19 billion.

s Distributors. Business-to-business supply distributors purchase approximately 44%
of all chemicals and maintenance sclutions sold within the United States. In fiscal
2012, distributor sales accounted for approximately 22% of our total revenue, which
represents a substantial increase from just five years ago when distributor sales
comprised only 1% of our total net sales.

«  Retail. Retail establishments purchase approximately 35% of the chemicals and
maintenance solutions sold within the U.S. market, and in fiscal 2012, sales through this
channel accounted for approximately 18% of our total revenue.

«  Direct-serve. A third type of end-user purchases cleaning and maintenance chemicals
directly from a salesperson that represents the manufacturer. The remaining 21% of
the U.S. market is served by this direct-serve channel, and sales through this channel
accounted for 60% of our total revenue in fiscal 2012, a quarter of which are from
outside the US,

Our strategy is to build upon our position as a leading provider of cleaning and

maintenance solutions for commercial and industrial end users by expanding customer
access to our products and services in each of these sales channels.
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Our diversification strategy is key to this growth ~ enabling our customers to purchase
our high-efficacy products where, when and how the customer desires. We are focused
on moving the company in the direction in which the customer is moving the market: to
more accessible locations for the professional customer. QOver the past year, targeted
acquisitions and brand expansion initiatives have served us well in gaining access to the
right channels to better serve our customers the way they want to be served.

The Zep Inc, strategy primarily focuses on:
= Amulti-channel and multi-brand approach;

= Continued expansion of our access-to-markets and in our areas of strength, primarily
via acquisitions;

= Driving economies of scale in Supply Chain, Administration, and R&D; and

*  Qrganic sales growth in acquired platforms.

Our multi-channel and multi-brand approach provides a unique, tailored offering for our
customers in all three channels. This is the competitive advantage Zep has in the markets
in which we compete.

Central to our expansion is our acquisition strategy. We invest in assets that provide a
distinct strategic advantage, either by leveraging existing services and products through
customer relationships of the acquired platform, by leveraging manufacturing and logistics
capabilities or - in many instances ~ both. As a result, more than half of our top 20
customers today are new within the past three years.
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Since implementing our acquisition strategy in 2010, we have expanded our business by
bringing on board nearly $170 million in incremental revenue. Importantly, we have been
able to build upon these acquired platforms through organic growth.

Recently, we announced that we entered into a definitive agreement to purchase virtually
all of the assets and assume selected liabilities of Ecolab Vehicle Care, a division of Ecolab
inc., for approximately $120 million. Pending customary regulatory approvals, the purchase
is expected to close later this calendar year, and is expected to significantly augment our
offering to the transportation segment of the market. Once approved, the combination of
Ecolab’s Vehicle Care division; Zep’s existing North American Sales and Service vehicle
wash operations, Niagara and Washtronics will operate as a new platform, "Zep Vehicle
Care,” expected to represent approximately 13% of the company’s net sales in the current
fiscal year.

LONG TERM FINANCIAL OBJECTIVES

Qur long term growth strategy continues to focus on identifying and integrating accretive
acquisitions, growing organically in targeted end-markets, expanding distribution and
retail channels, driving manufacturing synergies, and continuing to improve operational
efficiencies through diligent supply chain management and purchasing consolidation.

We recently updated our long-term financial objectives and believe that the success of
our strategy in creating shareholder value over the next five years will be measured by the
following:

= Revenue of $1 billion;
»  Annualized EBITDA margin improvement of 50 basis points;
«  Annualized earnings per share increases of 11 % to 13%; and

¢« Returns on invested capital of 15+%.
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Our board of directors brings diverse and experienced counsel to Zep Inc.,
providing sound oversight to ensure our company's actions are value-added
and done with the best interests of our shareholders in mind.

John K. Morgan
Chairman, President and
Chief Executive Officer
Zep Inc.

Mr. Morgan has served as our
Chairman, President and Chief
Executive Officer since October
2007. In July 2007, he was elected

. President and Chief Executive Officer
of Acuity Specialty Products, a subsidiary of Acuity Brands
prior to our spin-off in November 2007. He served as an
Executive Vice President of Acuity Brands until Qctober
2007. He served as President and Chief Executive Officer

of Acuity Brands Lighting, Inc. from August 2005 to July
2007. He served at Acuity Brands as President and Chief
Development Officer from January 2004 to August 2005, as
Senior Executive Vice President and Chief Operating Officer
frorm June 2002 untit January 2004, and as Executive Vice
President from December 2001 until June 2002. He is a
director of WESCO International, Inc. and serves on its Audit
and Compensation Commitiees.

www.zepinc.com | 2012 ANNUAL REPORT
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Ronald D, Brown

Vice President and Chief
“inanctal Officer
Makino, Inc.

Managing Director
Taft Business Consulting, LLC

Mr. Brown has served as Vice
President and Chief Financial
Officer of Makino Inc., a
metalworking technology company, since October 2010,
He has also served as Managing Director of Taft Business
Consulting, LLC since May 2009. He previously served

as Chairman and Chief Executive Officer of Milacron

Ing., from 2001 to November 2008, as Chief Operating
Officer from 1999 to 2001, and as Chief Financial Officer
from 1998 to 1999. Mr. Brown is a director of A.O, Smith
Company and, during the past five years, also served as a
diractor of Milacron, Inc.



.8, Grayson Mall, Jr,
President and Chief
Executive Qfficer

Regions Financial Corporation

Mr. Hall has served as Chief
Executive Officer of Regions
Financial Corporation (Regions)
since April 2010 and as President
since October 2009. He served as Chief Operating Officer
of Regions from October 2009 to April 2010. Mr. Hall also
serves as a member of Regions’ Executive Council. He

previously served as Vice Chairman of Regions from
December 2008 until October 2009, as Senior Executive
Vice President, General Banking Group of Regions from
November 2006 until December 2008, and as head of
various lines of business at Regions from January 2005 until
November 2008, including managing Consumer Banking,
Commercial Banking and Wealth Management. He is a
director of Regions.

Timothy M. Manganelio
Chairman and Chief Executive Officer
BorgWarner Inc.

Mr. Manganello has served as
Chairman and Chief Executive Officer
of BorgWarner Inc. since 2003. He
was named to his current position in

February 2003, after having served for
one year as President and Chief Operating Officer. During
his career at BorgWarner, he has held senior management
positions in operations, sales, and business development.
Before joining BorgWarner in 1989, Mr. Manganello held
sales management positions at PT Components-Link Belt
from 1981 to 1988 and product engineering management
positions at Chrysler Corporation from 1973 to 1981. Mr,
Manganello is a director of BorgWarner Inc. and Bemis
Company, Inc. and served as a past Board Chairman of
the Federal Reserve Bank of Chicago, Detroit branch.
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Sidney J. Nurkin
Of Counsel

Alston & Bird, LLP
Lead Director

Mr. Nurkin retired on December 31,
2006 from Alston & Bird, LLP, a
national law firm headquartered

in Atlanta, Georgia. Prior to his
retirement, Mr. Nurkin was a Senior Partner in the law firm
for more than five years. Mr. Nurkin served as a director
of Dayton Superior Corporation from February 2007 until
Qctober 2009,

Joseph Sguicclarine
Former Chief Financial Officer
King Pharmaceuticals, Inc.

Mr. Squicciarino served as the
Chief Financial Officer of King
Pharmaceuticals, Inc. from June
2005 until March 2011, when the
company was acquired. Prior to
joining King Pharmaceuticals, Inc., he served as Chief
Financial Officer—North America for Revlon, Inc. from
March 2005 until June 2005 and as Chief Financial
Officer—International for Revlon International, Inc. from
February 2008 until March 2005. He held the position of
Group Controller Pharmaceuticals—Europe, Middle East,
Africa with Johnson & Johnson from October 2001 until
October 2002.



Timothy T. Tevens
President and Chief Executive Officer
Columbus McKinnon: Corporation

Mr. Tevens has served as the
President of Columbus McKinnon
Corporation since-January 1998
and as Chief Executive Officer since
July 1998. Mr. Tevens served as Vice
President—Information Services of Columbus McKinnon
Corporation from May 1991 to January 1998, becoming
Chief Operating Officer in October 1996. From 1880 to 1981,
Mr. Tevens was employed by Ernst & Young LLP in various
management consulting capacities. He is also a director of
Columbus McKinnon Corporation.
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Garcl Williams
Executive Vice President
Manufacturing & Engineeting; Supply
Chain and Environmental, Health and
Safety Operations

The Dow Chemical Company

Ms. Williams has served as
Executive Vice President of
Manufacturing and Engineering of The Dow Chemical
Company (Dow Chemical) since September 2011 and she
assumed responsibility for Supply Chain and Environmental,
Health and Safety Operstions in 2012, She is also a member
of Dow Chemical’'s Executive Leadership Commitiee and its
Strategy Board. During her career at Dow Chemical, which
began in 1980, she has served as President of Chemicals
and Energy from August 2010 to August 2011; as Senior
Vice Prasident of Basic Chemicals from January 2009 to
July 2010; as Corporate Vice President of Market Facing,
Business Development and Licensing Portfolio from August
2007 to December 2008; and as Vice President of Business
Development for Market Facing Business from March 2005
to July 2007.
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SELECTED FINANCIAL DATA

YEARS ENDED AUGUSET 31,
2012 201 2010 2009 2008

(N THOUSANDS, EXCEPT PER SHARE AMOUNTS)

SUMMARY OF OPERATIONS DATA

Metsaes $ 653,533 $645072  §seBsi2  $501032  $574.724
Operating profit 38,280 33,217 23,852 18,089 28,063
Netincome 21,909 17,401 1esM o0 180
Basic earnings per share $1.00 $0.80 $0.62 : $0.43 $0.76
Diluted earnings pershare $008 $0.78 $061  $042 8075
Cash dividends declared per $0.16 $0.16 $0.18 $0.16 $0.12
common share

Basic weighted average number of 21,768 01,640 21211 moer 20,862
shares outstanding' ,{ G -

Diluted weighted average number of 22,166 22,027 21,738 21,290 20,252

shares outstanding’

BALANCE SHEET DATA (AT PERIOD END}:

Gash and cash equivalents Gasis won $25257  $16651 $ 14,528
Total assets 435,287 408,769 342,848 249,618 274,071

Toglget 139,250 119650 92150 40880 69150
Stockholders’ equity 167,917 149,123 122,173 100,265 99,717

OTHER DATA:

Cash provided by operations $ 22,607 $ 37,001 $34093  $30438  §26435
Operating working capital® $ 111,612 $ 100,007 $92,629 $ 83,616 $ 103,763

1 On September 1, 2009, we retrospectively adopted an accounting pronouncement which provides thet unvested share-baged payment awards that contain nonforfeitable 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 of 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 of unvestad
shares issued during fiscal 2008 in connection with our previcusly disclosed ane-time founders’ award, the application of this guidance to each of the basic and-diluted eamings
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 October 31, 2007 spin-off,
nor di¢ we have contrel aver the equity award programs previously administered by our former parent cortipany, whose compensation philosophy may have differed froni that
reflected in our cufrently administered equity award programs. Therefore, it is not practicable to retrospectively apply this guidance before we became a stand-alone, public
entity. However, we believe that retrospective application of this guidance would nat have had an impact on basic and diluted earnings per share as we did not pay dividends

during those periods.

2 COperating working capital is defined as the sum of accounts receivable and inventory less accounts. payable,
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NON-GAAP DISCLOSLIRE

This Annual Report contains non-GAAP financial information, which includes EBITDA and
free cash flow. We provide this non-GAAP financial information to enhance the reader’s
overall understanding of our financial performance. Specifically, management believes
the non-GAAP financial information provides useful information to investors by excluding
or adjusting 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 a substitute for, or superior to, results prepared in
accordance with GAAP. Moreover, this non-GAAF information may not be comparable to
similarly titled measures reported by other companies. In addition, these measures: (a) do
not represent net income or cash flows from operating activities as defined by GAAP; (b)
are not necessarily indicative of cash available to fund our cash flow needs; and (c) 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 determined under GAAP, The EBITDA 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:

YEARS ENDED AUGUST 31,

2012 2011 2010 2009 2008
($ MILLIONS)

RECONCILIATION OF EBITDA:
Netlcome $21.9 $17.4 $135 $93 $16.8
Interest Expense, net 55 6.6 2.0 1.7 2.8
Provision for Income Taxes 11.9 9.3 82 59 9.7
Depreciation and Amortization 14.3 14.2 10.3 7.0 6.9
ERITDA {unaudited) - o $537 $47.5 $339 $ /23,8/; $357
RECONCILIATION OF FREE CASH FLOW:
Net Cash vaideti by $22.6 $37.0 $34.0 $ 3@4 ' $264
Operating Activities '
Purchases of Property, Plant, (18.4) (8.9) (9.8) (7.5) (9.2)
and Equipment \
Proceads ’from Sale of Property, . - 09 i - =
Plant, and Equipment ’ : f : 1 i
Free Cash Flow (unaudited) $4.3 $29.0 $24.2 $22.9 $17.3
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e work we have done in fiscal 2012 built momentum for fiscal 2013, As a result, | am confident that we

have the right strategy, the right business mode!, and importantly, the right people o deliver continually

o

improving resufs.’

DEAR SHAREHOLDERS,

i am proud of e m dafive

became |

o Qur di
custome

&9 pling our cusial
ch means malking our prod

®

coc us well i sccompl

e night set of competitive

o

i

strategic custome re expanding our brand and p and building programs with new

2 i the retail channe

to diver

distributo somarket p y of our produs

FIBCAL 2012 PERFORMANCE

During fiscad 2012, we regohed several mitesiones, While revenues wara tough o come by in the current econamic environiment,

our team's ability to manage the business in & tough econormic environment was evident,

* We drove strong organic revenue growth from aur acouired pladforms by taking specitic astions both during integration and in
ongaing operations, helping us to achieve record sales of $854 million for the year.
» Strong operational management and mplishments r acquisition and integration teams drove significant bottom line

are, up 6% from last year,

§&4 mittion,

.

http://www.zepine.com/20 1 2-annual-report/letter-to-shareholders/ 11/20/2012
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DHVERSIFICATION IN AGTION

Just {hree years ago w

ang sales channe! ~ Sales and Servi

diversified sot of quality retallers. We accomplishad thig by atfracting more sales

notably in transportation, which now compris

we enhanced the value proposition o the customer by infusing the channels with high guality products such as
5, we aoquited now brands and then added Zep products W the channel thereby provic

and Time

LN many cas:

complete offering.

EXPANDING OUR GECGRAPHIC REACH

ncded our Burcpean marke STICH:

¢

oiv- 1t brands, which a

ment gur Z
ial and public secio

cls as wall

access in the UK. with an extended portfolio of »

ESTABLISHING ZEP VEHICLE CARE

As we began fiscal 2013, wa m

Vehicle Care division, Pendi

year, This transaclion i& &y

expanded off

of teading brands and

ic importance w Zep Ir

1 sxparience. Within the rtation market, the

o States.

we have signific

billion opportunity in the Unite

By joining forces with Beolab's Verdale Gare leam, we will acoslerate our growih,

characteristios that will create significant shareholder value. We expect the iransaction o be modestly aceretive

rvad a limited number of end markets focused on small busi

of The Hale €
SOf

arpeds in the LI while the Mykal acqui

ugrnent our lranspodation o

Page 2 ot 3

o
oo

g, Today, we serve automotive OEMs, janitorial and industrial MRO distributors, and a

outlets for our products in each vertical, but most

slightly more than a third of our net sales. With mose distribution and retail partners,

p Commercial

NG amye

p and Mykal industnes with the Forward

T

o, Hale expands our rsach o a

an organizal

n expanded our market

as new ratall and distribu channels,

dng through our plannad acquisition of Ecolab’s

sition is expectad to close by the end of the 2012 calendar

ion business and delivers an

Vel

dynamics a

care segment is particularly atlractive — a $1

This is a well-run business with altractive financial

amings for the

balance of our fiscal year 2013, Some elements of the business could fake & year to fully integrate and as we complete that work

or aceretion in fiscal 2014,

we would expect gre

ion, we have establisl

viders 10 the vehicle care industry, providi

@

claby's Vehic & DUBING

o

Sery

cal 2008 marked the end of a significant trar

result of iy g out cost raduction efforts o improave the prof

wa have ac

< at & & compounged annual grow

ad & new entity known as Z
ad brand offering and associated se

i Dring with them ¢

ring the p:

% compounded annual growth rate over that time

Yo COMpBOUNG

Yehicle Care

which is expected to be

ices. it will be

ncusity experience.

Glders.

ncided with the end of the recesaion. As a

and our acqui y strategy to diversily

e yea

o, with EBITDA margins improving by 87

nnual grow

3 1g the past four ye fiow, while invesiing in our strategic
growth initiatives,
» Return on ity our cost reduction efforts.

’ !&é& REP@!’#’V%’:@ ‘ o FYaue FWR YEAR TREND (2008 - 2018) :
Saies Growih V1% 9.3% CAGR
EBITDA Growth +13.1% 319% CAGR |
EBITDA Masgin Growtt bp 1178 pet year i
EPS Growtn +26% 33% CAGR ‘
ROIG ~100bp 8l

© contin thoughtfully maj 2 business while being mindful that we expect

i

d, we halleve we t

http://www.zepinc.com/2012-annual-report/letter-to-shareholders/

& point, we wouid expect modest demand chan

5, and that we are welh-posit

ce 10 ensure our husiness

irilialiv

5 in pls

aned for when the economy beging (o strang

11/20/2012



Letter to Shareholders | Zep Inc

in short, our diver:

ioumey to expand our mark i 2010, and we continue 1o ma

is huilding momentum for fisoal 2013, As a result, [ am confiderd that we Have the d

wnperantly, the right people to deliver comtinually improving resulis,

et ;:M”“z»}w

e,

John K. Morgan

Chairman, President and ¢ tive (ficer

http://www.zepinc.com/20 1 2-annual-report/letter-to-shareholders/
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BUSINESS QVERVIEW

With products and services dating back to 1896, Zep Inc. (NYSE:

EF) is a leading producer and marketer of &

and mainig

wide range of high-efficacy cleaning products ce solutions for automotive, industrial, instiulional,

and selected consumer end-markets.

1, Thase customers includs ve e 8, M L . . 68 s, municipaliies, governument agencies,
o hotels, W RO supply, janitorial/saniation supply and

prod

d sarvices have won us recognition for providing axcellence in product quality and customer service,

We sell our products and servicas through ait three of our industry's typical channals: Distribution, Betail, and Sales and S

rvice; and we are commiited to expanding

our market access through our diversific s our growing portfolie of products and

tion strategy. In fiscal 2012, we succeeded in expanding our customers’ a

sarvices across all three of these channets, but most notably In Fetail and Distdbution - areas we feel present significant opporunities for grawth,

BUSINESS MIX ~ 2012

Zep Sales by Channel - August 2012

W Distributors
Drove organic sales by significantly
broadening product offering with
Zepformulations

o Hetabers s
Significant diversification and
market access expansion with
Zep Commaercial, which is now
avaitable in over 7000 ipoations

| Drest i
Expanded through acquisitions:
Washtronies in the W8, and The Hale
Group and Myial industries in the UK

END-MARKETS SERVED

DISTRIBUTION FETAIL SALES AND BERVICE

Automotive QEM J Distributors Home %én;:mmm«am Transportation
Jan / Ban Plarchwenre Food
Andustrial MRO Automotive Mtermarket Institutional
Redistribution Mass Merohandise Inchustriat
Difios Bupplies Government
DiolarDiscount

http://www.zepinc.com/2012-annual-report/business-overview/ 11/20/2012
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DISTRIBUTION

rrated our entry inta the Distribution market with our acquisition of Ararep in 2010 (o add to our automotive

We age apabilites. Later that year we acquired cartain

s of Waterbury to strengthen aur position in the distribution channel. Gur distributor sales organtzation markets our producis o farge national and regional

business-to-busin ihutoes that targe! the industrial maintenance, janilodal/sanitation, and automotive markets. The distibutors selling our products inchucie

Bunzh Fastenal Company: HD Supply: Interine Brands, e, Kia Motors Amertoa, Inc.; Lagasse, ine.; TripleS; Nissan North America, Ine.; Subaru of Amarica, Ine.;

Toyota Motor Sales USA, ino.; and W.W. Gralnger ne.

Wa grew market share in 2012 within certain market verticals that we serve through the distribution channel, Including the sutomaotive altermarket and indust

saintenance and repair.

RETAIL

Our Ratail sales organization markets our produs and aulo p

of in

stores. We belisve orne Depol. Qther o

ards; MAFA Autg

1 we are the largest su ing our products inch

Hardware; Advance Auto Parts, inc.; AutoZaneg Parts Inc.; Le Crohard Supply Hardware LLT; TruServ

Hardware; and Walman.

& new cusloms:

tions throughout North Amerdea —~2.75% inw
al 2011

inciuding Orohard Supply. Our primary retait brand, Zep Commercial, & now avaltabde al more tharn 7,000

npared with the number of stores at which custorers oould purc ap Commerclal a

SALES AND SERVICE

eeffioacy ol solutions to customers thaet include commarsial, industrial

Theough our Sales and Sewige channel, we provide convenient, h aning and mainten

st the United Sla srnrpent, As a k

. provider of

institutional and govermmental end-users, ranging in slze from smalt sole proprieto

ales channel, we serve our customers by mee ldual neads. Through our actuisitons of Niagara and

and maintenance selutions in the direc g unigue, indiv

Washtronics, we provide customers in fleet maintenance with superior equipraent, chemical produtts and technicad exportise, We provide valus-added services 1o our
customers in the areas of application adviee, salety aspects, product selection, speaiflc formulations, inventory mana
aquipment, including dispensers. Qur value-added senices often reduce the lotal cost of our sustomers” cleaning and malntenance needs,

want, customer employes fraining arncd

We believe the customers we serve banafit from highly effective solutions that are superor 1 our competitors’ offedngs. Some of the targer customers

Sales and Service team include Ameriquest; Costoo Canada; Harrah's Entertainmant, Inc; Pengke Corporation; Ryder Truck Rental; and Waste Managament, Inc.

on our existing European by establisting & presence

In Janus acquiaition of The He

y 2012, through th

Kingdom's cleaning and maintenance chemicals mark Limitad ~ also bagad it the UK, - which represents our first

investment largeting Burope’s ded our product partioho and

: to marikel by further strengthening owr position i truck ¢

With several of our diversification-# s groiadh from our Distebution and Helail seliing platforms and ben
g g

ncluding the

web mariie

ialivary of our produd

from numerous synergies in the seurcing, manulactuing and provide single order invaicing for our

sustomaers.

crated from the Distribution and Retall hanne fze voiimes in our

G, we deubled the perceniage of our i

fits of aur efforts fo expand within maikals that are n

Sewvice organization, and ook foswarg 1o us In Burope,

(AGY | LEGAL | CALFORNIA TRANSE

(42 Zep inc, All rights reserved.
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o
o

Search
THE ZEP STRATEGY
BOARD OF DIRECTORS Zep inc. provides its customers with a comprehensive portfolio of high-efficacy industrial cleaning and
EINANCIAL HIGHLIGHTS  maintenance solutions delivered with superior customer service and unmalched technical support.

a diract sales and service model, we now o s through three distinet ¢

troadening customer base: Distribution, |

ie mariet for our froughout the world &

We believe that the appiicab

tors purchase approximalet
approximately 22% of our lotal revenue, w
total net sales

wribulor sales aco
omprised only 1

stail establishments purchase approximately 38% of the
through this channel accounted for approvdmately 18% of our total revenue.
< Direct-serve. A third type of end-user purchases cleaning and mainlenance chemicals divectly from a

remaining 21% of the U.8. market is servext by this direct-serve channel, and sales through this channel
quatter of which are from autside the U8,

s hrands have been in existence since 1896 and are now part of the Zep Inc. corporation which was founded in 1837, From our traditional roats embed

ce solutions soid within
nGre:

ieals and maintenances solutions aeld within the LS,

sents the manufacturg

socounted for 60% of our total revenus in

i needs of our

0, and in the United Statas is approximaialy $19

tHy
st

Giates.

$ ago when

market, and in fiscal 2012, sales

The
al 2012, a

Our strategy is to build upon our position as a leading provider of cleaning and maintenance sohations or commergial and industrial end users by expanding customer

sales channels,

i

s@ our high-etf

sustamer is maving the market nore accessibie locatior

erved us wall in gaining acc 1o the right channels o b

The Zep inc. strategy pr ity fo QR

« & mufit-channel and multi-brand approach;

> ard in Qur ar

¢ Continued expansion of our acoess-omma
via acquisitions;

o strength,

e Diiving economies of scale in Supply Chain, Administration, and H&D; and

« Organic sales growth in goguired platforms,

 Continueto

| o  Expand Market
Organic Growth E | Ree.

 Drive Economies
. olscale

!

http://www.zepinc.com/2012-annual-report/zep-strategy/

cacy products where, when and how the

=3

Her serve our custome;

. We are

mer, Gver the past

he way they want
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Zop Ine. All rights rel

channale, Th

> Zop has in

tn ait th petitive advantags

Chur ray channe! and mulii-brand approach provitdes a unigus, tailo

the markets in which we compete.

Gantral 1o our expansion is our acquisition strategy. We invast In assats that provide a distingt stralegic advantage, either by leveraging exisling senvices and products

through custemer relationships of the acquired platform, by leveraging manufacturing and logistics capabifities or ~ in maay instances - both, As a result, more than

half of our top 20 are new within the past three years.

Since implementing our acquisition strategy n 2010, we have expanded our business by bringing on board nearly $174 million in incremental revenuea. Importantly, we

have been able to bulld upon these acqguired platforms through arganic growth.

selected labiiites of £

agreamant o pureh

s virually alt of the

ding custormary regulatory approvals, the purchase is expected {o close ister this ¢ y and is

exiating North American Sales and

represent approximately 13% of the comps

LONG TERM FINANCIAL OBJECTIVES

ing

calty in largeled end-markals, expa

1g 0N

Our fong term growth strategy continues © |

o3 through difigent supply chain managemant and

distribution and retail channgls, driving manufacturing

chaging consolidation.

ratue over the next five years will be

: racenily updatad our long-term financial o

megsurad by the follow

s Revenue of §1 10
¢« Annualized EBITDA margin improvemant of 50 basis poinis;
« Annualized eamings per sharms incre of 11% to 13%,; and

®

Ratume on invested capital of 15+%.

rved, NI THANSRARENGY

Page 2 of 2
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) SHAREHOLDERS 2012 Annugl Hepord

S OVEBVIEW
BOARD OF DIRECTORS

directors brings diverse and experienced counsel (o Zep Inc., providing seund oversight ta ensure our campany’s action

HECTORS Cur bogrd €
vajus-added and done with the be:
EINANGIAL HIGHLIGHTS

st interests of aur sharehaiders in mind.

John K bMorgan

Chai; Executive Officer

an, President and Chi

Zep inc.

:nt and Chist Executive Officer since Gotobsy

et as owr Chalrman, Pre
2007 1n July 2007, he was ale
Froducts, & subsidiary of Acuity Brands prior 1o our apin-off In Movember 2007 1

¢

ad President and Chist Executive Officer of Acuity Speciaity

erved as an

Presidant of Acuity Brands until Octobar 2007, H

S

served as sident and Chief

Executive Vi

Exacutive Officer of Aculty Br st 2008 1o July 2007, He served at

Acuity Brands as Fresident and Chisf rorn January 2004 to August 2008,

s,

¢ fram June 2002 until January

as Seni sicent and Ghiel Operating Offi
2004, and as
SCO Intes

srnational, In

Executive Viee President from December 2001 untll dune 2002, He is a director of

. and g

s on ifs Audit and Compansation Coammit

Ronald G Brown
Managing Qirector
Makine, tnc.

Lo

Taft Business Consulting, LLO

Vige President and Chief Financial Officer

Vies Fresident and Chief Financial Officer of Makino inc., &

:atwarking technology company, since Ootc

Wi Na

2010, He has also served as Managing

19, He praviously served as Chalman

wsutting, LLOG since May 2

Director of Talt Business Gor

of Mitacron Ing. from 2001 1o November 2008, as Chiet Operating

and Chie utive Offic

http://www.zepinc.com/20 1 2-annual-report/board-of-directors/ 11/20/2012
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iaf Fin

director of A0, 8mith Company and, during the p

Officer from 1999 to 2001, and ancial Miicer from 1983 o 1 ile. Brown &

ast fve served as a director of

Milacton, Ine.

O.8. Grayson Hall, Jr,
Presicent and Chisf Executive Officer

FRegions Financtal Gorporation

iver of Fegio

2008, b

35 untlh Novermber 2006, i nanaging Gonsumer Banking, Commsrsial

January

Banking and Wealth Managerment.

Timaothy M. Manganaiio
Ghalrman and Chist Exscitive Officer

BorgWarer Ine.

My, Manganello Bas served as Chajrnarn qod Chiel Bxsoutive Oicera et foie. since
2003, He was named 1 hig
as Prosident and Chiet Qperating Offices g by cafeeral BorgWasner b
nanagement positions in operitions, safes, and business developrment. Bl joining
BotijWarnetin 1988, Mr. Mangansiio held sales mmnag@mm poditions at BT Componanta-Link
Belt froin 1981 10, 1888 and produel enginegring tanagemgnt positens at Chiysler Corparation
from 1T THET. My, Mangénello & & director OF BorgWarier the. and Bemis Gompany, the,

and served as @ past Board Chairian of the Paderal Reseive Bank of Chitago, Detrdit braineh,

wrd posttion in Pabrian 2008, alter-having

add- for ore year
held sehior

Sidney L Nurkin
Qf Counse!
Alstors & Bird, LLP

Lead Dir

Mr. Nurkin relired on D aw firm

mber 31, 2008 from Alston & Bird, LLP, a nationa

# Senior Paringr it the

headquartered in Atlants, Georg vy to his retirement, Mro Nurkd
w My, Nurkin

ary 2007 untit Gotabe

law firm for more than five ye vl frector of Dayton Superior Gorporation

from Fabri

Joseph Sgulcclaring

Mr. Squicciaring served as the Chief Financial Officer of King Pharmaceuticals, tne, from June

2005 uniil March 2011, whert the company was actuired, Priorto joining King Phamaceuticals,

inc., he served as Chisf Finandial Office -~ North America for Revion, Ine. from Mareh 2008 urdil
June 2005 and as Chiel Financial Officer — Intemational for Fevion intermational, Ing. fram

February 2003 untit March 2005, He helit the posiiion of Group Controller Fharmae
st Alrea with Johinson & Johnsan rom Qotober 20071 until Goteber 2002,

Al -

Europe, Middle

Timothy ¥. Tevens

Prasident and £ Fxeculive G

Gotumbus Mokl

http://www.zepinc.com/2012-annual-report/board-of-directors/ 11/20/2012
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as

an THEC to 1891, My Tevs

bacoming Chiet Operating Officer in October 199

lae &

employed by Bmst & Young LLP in various management consulting capacities. He

diractor of Cofumbus Mekinnon Comparation.

Caral Witlams

i1y and Environmental,

ant of Manudachuring & nearing of The

st

Ma. Williz
11 and she a
ong In 2012, &

fip Gommiltes and s Strategy Board, During her

ok

Dow Che

for Suppt and Environmental, b also a

ernicals Bxecutive Le

mamber of Dow

carear &t Dow Chamical, which ont of Chemicals and
Energy from Aug
January 2008 1o July 2010 et Facing, Businass

L

arber 2008, and

CONIAGT |
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SELECTED FINANCIAL DATA

YEARS ENDED AUGUST 31, |
2012 2011 2010 2009 2008 !

(N THOUSANCS. EXCER™ PER SHARE AMOUNTS)

I
|
i
|

SUMMARY OF OPERATIONS DATA:

Net sales $ 653,533 $ 645,972 $ 568,512 $ 501,032 $574,724
Operating profit 38,280 33,217 23,852 18,089 29,063
Net income 21,909 17,401 13,504 9,260 16,322
Basic earnings per share $1.00 $0.80 $0.62 $0.43 $0.76
Diluted earnings per share $0.98 $0.78 $ 0.6t $0.42 $0.75
Cash dividends declared per $0.16 $0.16 $0.16 $0.16 $0.12
common share

Basic weighted average number of 21,768 21,540 21,27 21,057 20,8682
shares outstanding’

Diluted weighted average number of 22,166 22,027 21,738 21,290 20,252
shares outstanding’

BALANCE SHEET DATA (AT PERIOD END):

Cash and cash equivalents $3,513 $7,219 $ 25,257 $ 16,851 $ 14,528
Total assets 435,287 403,769 342,848 249,618 274,071 |
Total debt 139,250 119,650 92,150 40,650 59,150 {
Stockholders' equity 167,917 149,123 122,173 109,265 99,717

OTHER DATA: ]
Cash provided by operations $ 22,607 $ 37,001 $ 34,023 $ 30,438 $ 26,435
Operating working capital’ $ 111,512 $ 100,007 $ 92,629 $ 83,616 $103,763 |

1 On September 1, 2009, we retrospectively adopted an accounting pronouncement which provides that unvested share-based payment awards that contain
nonforleitable rights to dividends or dividend equivalents are participating securities and should be included in the computation of eamings per share. The application
of this guidance to each of 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 of 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 eamings 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 October 31, 2007 spin-off, nor did we have contro! 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 a stand-alone, public entity. However, we believe that retrospective application of this guidance would not
have had an impact on basic and diluted eamings per share as we did not pay dividends during those periods.

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

NON-GAAP DISCLOSURE

This Annual Report contains non-GAAP financial information, which includes EBITDA and free cash flow. We provide this non-GAAP financial information to enhance
the reader’s overall understanding of our financial performance. Specifically, management believes the non-GAAP financial information provides useful information to
investors by excluding or adjusting 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 a substitute for, or superior to, resuits 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: (a) do not represent net income or
cash flows from operating activities as defined by GAAP; (b) are not necessarily indicative of cash available to fund our cash flow needs; and (c) shoutd 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 determined under GAAP. The EBITDA 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 foliow:

http://www.zepinc.com/2012-annual-report/financial-highlights/ 11/20/2012
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YEARS ENDED AUGUST 31,

2012 2011 2010 2009 2008
| 18 MILCIONS)
! RECONCILIATION OF EBITDA:
Net Income $219 $174 $135 $93 $163
Interest Expense, net 55 6.6 2.0 1.7 28
Provision for income Taxes 118 8.3 8.2 59 9.7
Depraciation and Amortization 143 14.2 10.3 7.0 69
EBITDA (unaudited) $53.7 $475 $339 $238 $35.7
' RECONCILIATION OF FREE CASH FLOW:
Net Cash Provided by $226 $37.0 $34.0 $304 $26.4
Operating Activities
Purchases of Property, Plant, (18.4) 8.9) 9.8) 7.5) 9.2)
and Equipment
Proceeds from Sale of Property, - 0.9 - - -
Plant, and Equipment
$43 $29.0 $229 $17.3

Free Cash Flow (unaudited)

© 2012 Zep inc. All rights reserved.

$24.2
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Zep Inc.

2012 ANNUAL REPORT VIDEO SCRIPT

John Morgan:

Hello, 'm 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 Brighenti’s leadership, our Zep European Sales and Service
organization.

* Hale was a good investment, as it expands our reach to a 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 team’s ability to manage the business in a 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 a 13% increase in EBITDA to $54 million.

As a whole, we now have business platforms to generate organic sales growth and we are developing
the competitive strengths to become more of a 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, I’d 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, I’'m 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 a 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 a pivotal year for Zep Commercial as part of Zep Inc.’s retail diversification
strategy. Zep Commercial has been a well-regarded brand with a loyal following, but was hard to find on
store shelves. Today, the Zep Commercial brand has expanded from about 4,000 locations at the start of
fiscal 2011 to over 7,000 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 a 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 a while.

A few years ago we decided as a company to expand and diversify its presence. Feedback we’d received
from customers said they thought the product is great and they love the value but didn’t 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
Lowe’s, and other national home improvement centers.

Britt:

Well, we sell high efficacy products at a 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 a 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 — that’s 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 can’t 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 a 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.

We've also amped up our promotional displays, making them more attractive.

This wasn’t an area where we invested a lot previously, but we are finding it really translates into higher
sales. And we’re 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 a 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 a pro, including a
broader effort to showcase products in a more visually appealing way. Point of purchase displays and
improved packaging design are just two areas we’ve 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. We're 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 a 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 a social media campaign to further
enhance brand awareness and advocacy.

Building trust in the Zep Commercial brand begins with providing a highly effective, professional grade
product at a value, but that trust grows based on the relationships we’ve built with our retail partners.

John Morgan:
2012 was a 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 a 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.



