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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Report”) dams statements that constitute “forward-lookirtgtements”within the meaning of tl
Private Securities Litigation Reform Act of 1995,aanended. Such statements can be identified hysthef forwar+looking terminology sutc
as “believes”, “expects”, “may”, “might”, “estimates”, “will”, “should”, “could”, “plans” or “anticipa tes” or the negative thereof or ott
variations thereon or comparable terminology, ordigcussions of strategy. Any such forwhrdking statements are not guarantees of fu
performance and may involve significant risks amdartainties, and actual results may vary mateyidibm those discussed in the forw-
looking statements as a result of various factdfese factors include the effectiveness of manag&strategies and decisions, our abilit
implement our internal growth and acquisition growstrategies, general economic and business dondspecific to our primary custome
changes in government regulations, our ability ffeeively integrate businesses we may acquire, aewodified statutory or regulato
requirements and changing prices and market commsti This Report identifies other factors that doohuse such differences. We ca
assure that these are all of the factors that caadse actual results to vary materially from theafard4ooking statements. Factors that cc
cause or contribute to such differences include, dre not limited to, those discussed in "Risk Beglt, and elsewhere in this Report.
assume no obligation and do not intend to updassahforwardooking statements. Unless the context otherwigeires, references in tt
Report to the "Company", "DXP“we” or “our” shall mean DXP Enterprises, Inc., aéixas corporation, together with its subsidiaries.




PART |
ITEM 1. Business
Company Overview

DXP was incorporated in Texas in 1996 to be theassor to SEPCO Industries, Inc., founded in 1$0&e our predecessor company
founded, we have primarily been engaged in thenessi of distributing maintenance, repair and opeygMRO) products, equipment ¢
service to industrial customers. The Company iswoized into three business segments: Service Ge@apply Chain Services and Innova
Pumping Solutions. Sales, operating income, anerdthancial information for 2012, 2013 and 201dd adentifiable assets at the close of ¢
years for our business segments are presentedterINoof the Notes to Consolidated Financial States“financial statementsin ltem 8 o
this Report.

Our total sales have increased from $125 millionl@96 to $1.5 billion in 2014 through a combinatiohinternal growth and busine
acquisitions. At December 31, 2014 we operated fi®% locations in fortywo states in the U.S., nine provinces in Canadé&addand on
state in Mexico, serving more than 50,000 custoreagaged in a variety of industrial end markets. Miee grown sales and profitability
adding additional products, services, locationszwbming customer driven experts in maintenargggir and operating solutions.

Our principal executive office is located at 727RdMmont Houston, Texas 77040, and our telephonebruiis (713) 996+700. Our websi
address on the Internet is www.dxpe.com and emadlg be sent to info@dxpe.com. The reference toamlnsite address does not const
incorporation by reference of the information cam¢éal on the website and such information shouldoeatonsidered part of this Report.

Industry Overview

The industrial distribution market is highly fragned. Based on 2013 sales as reported by InduBlis&iibution magazine, we were the 1
largest distributor of MRO products in the Unitetht®s. Most industrial customers currently purchtmsr industrial supplies throu
numerous local distribution and supply companigsest distributors generally provide the customeéh wepair and maintenance servi
technical support and application expertise witkpeet to one product category. Products typicaklypmurchased by the distributor for re:
directly from the manufacturer and warehoused sttidution facilities of the distributor until sotd the customer. The customer also typic
will purchase an amount of product inventory farriear term anticipated needs and store those @rmodtits industrial site until the prodc
are used.

We believe that the distribution system for indiastproducts, as described in the preceding papdigrareates inefficiencies at both
customer and the distributor levels through exdegentory requirements and duplicative cost stmeguTo compete more effectively,
customers and other users of MRO products are regekays to enhance efficiencies and lower MRO ptbdund procurement costs.
response to this customer desire, three primangsrdave emerged in the industrial supply industry:

« Industry ConsolidationIndustrial customers have reduced the number oplmrprelationships they maintain to lower t
purchasing costs, improve inventory managemenyrassonsistently high levels of customer servicd anhance purchasi
power. This focus on fewer suppliers has led tosobidation within the fragmented industrial distriton industry.

« Customized Integrated Servides industrial customers focus on their core martuféeg or other production competencies, 1
increasingly are demanding customized integratiervises, consisting of valuedded traditional distribution, supply ch
services, modular equipment and repair and maintenservices




« Single Source, First-Tier DistributiorAs industrial customers continue to address costagoment, there is a trend tow
reducing the number of suppliers and eliminatindtiple tiers of distribution. Therefore, to loweverall costs to the custom
some MRO product distributors are expanding thesdpct coverage to eliminate second-tier distribgitnd become ahe sto
sourct”.

We believe we have increased our competitive adggnthrough our traditional fabrication of integhsystem pump packages and integ
supply programs, which are designed to addressusiomersspecific product and procurement needs. We offecastomers various optic
for the integration of their supply needs, rangirmm serving as a single source of supply for allspecific lines of products and prod
categories to offering a fully integrated supplckege in which we assume the procurement and maragefunctions, which can inclu
ownership of inventory, at the customer's locat@ar approach to integrated supply allows us tageea program that best fits the needs o
customer. Customers purchasing large quantitiggaduct are able to outsource all or most of thoseds to us. For customers with sm
supply needs, we are able to combine our traditidistribution capabilities with our broad prodwettegories and advanced ordering systel
allow the customer to engage in one-stop sourcitigowt the commitment required under an integratgply contract.

Business Segments

The Company is organized into three business segm®@ervice Centers (SC), Supply Chain ServicesSj&d Innovative Pumping Solutic
(IPS). Our segments provide management with a cehgmsive financial view of our key businesses. 3égments enable the alignmen
strategies and objectives and provide a framewarkihely and rational allocation of resources witbur businesses.

Segment 2014 Sales % of Sales End-Markets Locations Employees
Oil & Gas, Food & Beverage, 177 service centers
SC 987,56( 65.9% General Industrial, Chemical & 8 distribution centers 2,460
Petrochemical, Transportatir
Oil & Gas
SCSs 163,96¢ 10.9% Food & Beverage, 74 customer facilities 274
Mining & Transportatior
Oil & Gas
IPS 348,134 23.2% Mining 12 fabrication facilities 698
Utilities

Service Centers

The Service Centers are engaged in providing MR@iymts, equipment and integrated services, inctutiechnical expertise and logis
capabilities, to industrial customers with the dpito provide same day delivery. We offer our cusérs a single source of supply or
efficient and competitive basis by being a firgttilistributor that can purchase products direftdyn manufacturers. As a firsier distributor
we are able to reduce our customers' costs andoirapefficiencies in the supply chain. We also pdeviservices such as field sa
supervision, ifhouse and field repair and predictive maintenaWée offer a wide range of industrial MRO productgui@ment and integrat
services through a continuum of customized andiefit MRO solutions.

A majority of our Service Center segment salesdar@ved from customer purchase orders. Sales agetlyi solicited from customers by ¢
sales force. DXP Service Centers are stocked afigédtwith knowledgeable sales associates and Hdnke centralized customer service t
of experienced industry professionals. At Decenfiigr2014, our Service Centeqgoducts and services were distributed from 17Vice
centers and 8 distribution centers.




DXP Service Centers provide a wide range of MRQdpots in the rotating equipment, bearing, powengmgission, hose, fluid power, me
working, industrial supply and safety product aad/ge categories. We currently serve as a fiestdistributor of more than 1,000,000 item
which more than 60,000 are stock keeping units (SKfdr use primarily by customers engaged in tHeaod gas, food and bevers
petrochemical, transportation and other generaustréhl industries. Other industries served by @ervice Centers include minii
construction, chemical, municipal, agriculture gmdp and paper.

The Service Centers segment’s Idivged assets are located in the United States, dzaaad Mexico. Approximately 16.4% of the Ser
Centers segment’s revenues were in Canada andrtiemder was virtually all in the U.S.

At December 31, 2014, the Service Centers segnaghapproximately 2,460 full-time employees.
Supply Chain Services

DXP’s Supply Chain Services (SCS) segment manafiesr gpart of its customerssupply chains, including procurement and inver
management. The SCS segment enters into temg-contracts with its customers that can be ditten little or no notice under cert
circumstances. The SCS segment provides fully outed MRO solutions including, but not limited the following: inventory optimizatic
and management; store room management; transactingsolidation and control; vendor oversight andcprement cost optimizatic
productivity improvement services; and customizegorting. Our mission is to help our customers bezonore competitive by reducing tt
indirect material costs and order cycle time byéasing productivity and by creating enterprigde inventory and procurement visibility &
control.

DXP has developed assessment tools and mastetepfgriates aimed at taking cost out of supply clpagtesses, streamlining operations
boosting productivity. This mulfiaceted approach allows us to manage the entinenehdor maximum efficiency and optimal control, iat
ultimately provides our customers with a low-cagugon.

DXP takes a consultative approach to determinestitemgths and opportunities for improvement withicustomes indirect supply chain. Tt
assessment determines if and how we can best dimeaaperations, drive value within the procurempnicess, and increase contra
storeroom management.

Decades of supply chain inventory management esppegi and comprehensive research, as well as autfforonderstanding of our customers
businesses and industries have allowed us to desgrdardized programs that are flexible enougthedfully adaptable to address
customers’ unique supply chain challenges. Theselardized programs include:

- SmartAgreement, a planned, pro-active procurenauatisn for MRO categories leveraging DXP’s locarice Centers.
» SmartBuy, DXP’s on-site or centralized MRO procueatnsolution.

« SmartSourcéM, DXP’s on-site procurement and storeroom managemeBXP personnel.

« SmartStore, DXP’s customized e-Catalog solution.

« SmartVend, DXP’s industrial dispensing solutionallbws for inventorylevel optimization, user accountability and itenages reductio
by 2(-40%.

« SmartServ, DXFS integrated service pump solution. It providesaarefficient way to manage the entire life cyclgpomping systen
and rotating equipmer

DXP’s SmartSolutions programs help customers to cudymtocosts, improve supply chain efficiencies abthim expert technical suppc
DXP represents manufacturers of up to 90% of al maintenance, repair and operating products ofcogtomers. Unlike many ott
distributors who buy products from second-tier sesr DXP takes customers to the source of the ptedey need.




At December 31, 2014, the Supply Chain Servicemseg operated supply chain installations in sevéotty (74) of our customers’ facilities.

At December 31, 2014, all of the Supply Chain Smrsisegment’s lonkired assets are located in the U.S. and all of4284les wel
recognized in the U.S.

At December 31, 2014, the Supply Chain Servicemseg had approximately 274 full-time employees.
Innovative Pumping Solutions

DXP’s Innovative Pumping Solutions®PRS) segment provides integrated, custom pump gkidkages, pump remanufacturing
manufactures branded private label pumps to meetdpital equipment needs of our global customse b@ur IPS segment provides a si
source for engineering, systems design and fabitédr unique customer specifications.

Our sales of integrated pump packages, remanuétfoumps or branded private label pumps are gépelatived from customer purchz
orders containing the customers’ unique specificesti Sales are directly solicited from customersinydedicated sales force.

DXP’s engineering staff can design a complete engtamp package to meet our customersject specifications. Drafting programs suc
Solidworks® and AutoCAD@allow our engineering team to verify the design &obut of packages with our customers prior to steat o
fabrication. Finite Elemental Analysis programsltsas Cosmos Professionat®e used to design the package to meet all nornthfwture
loads and forces. This process helps maximize thgpgackages’ life and minimizes any impact togheironment.

With over 100 years of fabrication experience, DX acquired the technical expertise to ensureotitapumps and pump packages are
to meet the highest standards. DXP utilizes manurfec authorized equipment and manufacturer cedifiersonnel. Pump packages rec
MRO products and original equipment manufacturé®=M) equipment such as pumps, motors, valves, andumable products, such
welding supplies. DXP leverages its MRO producemwries and breadth of authorized products to fde total cost and maintain the que
of our pump packages.

DXP’s fabrication facilities provide convenient tectalisupport and pump repair services. The facilitiestain state of the art equipmen
provide the technical services our customers regaaluding, but not limited to, the following:

« Structural welding

« Pipe welding

« Custom skid assembly

« Custom coatings

« Hydrostatic pressure testing
« Mechanical string testing

Examples of our innovative pump packages includeabe not limited to:

« Diesel and electric driven firewater packages

« Pipeline booster packages

« Potable water packages

« Pigging pump packages

« Lease Automatic Custody Transfer (LACT) chargesunit
« Chemical injection pump packages wash down units

« Seawater lift pump packages

« Jockey pump packages

« Condensate pump packages

« Cooling water packages

« Seawater/produced water injection packages

« Variety of packages to meet customer required imgdispecifications such as API, ANSI and NFPA




At December 31, 2014, the Innovative Pumping Sohgisegment operated out of twelve facilities,dewhich are located in the United St
and two in Canada.

Approximately 1.9% of the IPS segment’s ldihgd assets are located in Canada and the renraele located in the U.S. Approximat
9.6% of the IPS segment’s 2014 revenues were régedjin Canada and 89.4% were in the U.S.

At December 31, 2014, the IPS segment had approeiyn@98 full-time employees.
Products

Most industrial customers currently purchase tMIRO products through local or national distributicompanies that are focused on sing
unique product categories. As a fittr distributor, our network of service and distriion centers stock more than 60,000 SKUs andige
customers with access to more than 1,000,000 it&nha&en our breadth of product and our industriatritbution customersfocus aroun
specific product categories, we have become custdnmeen experts in five key product categories.sdgh, our three business segment
supported by the following five key product categsr rotating equipment, bearings & power transioissindustrial supplies, metal worki
and safety products & services. Each business sggtaors its inventory and leverages product etpéo meet the needs of its Ic
customers.

Key product categories that we offer include:

« Rotating Equipment . Our rotating equipment products include a fulkliof centrifugal pumps for transfer and processice
applications, such as petrochemicals, refining @udie oil production; rotary gear pumps for low- teedium pressure serv
applications, such as pumping lubricating oils atler viscous liquids; plunger and piston pumps High{pressure servis
applications such as disposal of produced watercamnde oil pipeline service; and aperated diaphragm pumps. We also prc
a large variety of pump accessori

« Bearings & Power Transmission. Our bearing products include several types of mexliand unmounted bearings for a vari
of applications. The power transmission productsdigtribute include speed reducers, flexibtaipling drives, chain drive
sprockets, gears, conveyors, clutches, brakes asab|

« Industrial Supplies . We offer a broad range of industrial supplieghsas abrasives, tapes and adhesive productsngeatn
lubricants, fasteners, hand tools, janitorial pidupneumatic tools, welding supplies and wel@iqgipment

« Metal Working . Our metal working products include a broad raafeutting tools, abrasives, coolants, gauges, strél tools
and machine shop supplit

« Safety Products & Services. We provide safety services including hydrogeriidal(H , S) gas protection and safety, special
and standby fire protection, safety supervisioaintng, monitoring, equipment rental and consulti@®gr safety services inclu
safety supervision, medic services, safety auditstyument repair and calibration, training, moriitg, equipment rental a
consulting. Additionally, we sell safety producteluding eye and face protection, first aid, hanotgction, hazardous matel
handling, instrumentation and respiratory protecpooducts

We acquire our products through numerous OEMs. Weaathorized to distribute certain manufactunerstiucts only in specific geograp
areas. All of our oral or written distribution aatizations are subject to cancellation by the maciufer, some upon little or no notice. For
last three fiscal years, no manufacturer providedipcts that accounted for 10% or more of our reesnWe believe that alternative source
supply could be obtained in a timely manner if drstribution authorization were canceled. Accordimgve do not believe that the loss of
one distribution authorization would have a matex@verse effect on our business, financial coaditr results of operations.




The Company has operations in the United Statésyadrica, Canada, Dubai, and Mexico. Informationaregng financial data by geograp
areas is set forth in Note 17 of the Notes to Clidiated Financial Statements.

Recent Acquisitions

A key component of our growth strategy includegetihg acquisitions of businesses with complemgrvardesirable product lines, locatit
or customers. Since 2004, we have completed 31lisitigns across our three business segments. Bsl@avsummary of recent acquisitit
since the beginning of 2010.

On April 1, 2010, DXP acquired substantially akthssets of Quadna, Inc. (“Quadndhe purchase price of approximately $25.0 milliast
of $3.0 million of acquired cash) consisted of $iillion paid in cash, $10 million in the form of weertible promissory notes bearing inte
at a rate of 10% and approximately $4.0 millionthe form of 343,337 shares of DXP common stock. $h& million cash portion of tl
purchase price was funded by borrowings under BXisting credit facility. DXP completed this aijtion to expand its pump busines:
the Western U.S. On April 9, 2010, $4.5 million mqmipal amount of the convertible promissory not@eng with accrued interest, w:
converted into 376,417 shares of DXRommon stock. On August 18, 2010, $3.7 milliortref convertible promissory notes were paic
using funds obtained from DX®'credit facility and $1.8 million of the convetlpromissory notes were converted to 117,374 shar®XF
common stock.

On November 30, 2010, DXP acquired substantiallyfathe assets of D&F Distributors, Inc. (“D&F"T.he purchase price of $13.4 milli
consisted of approximately $7.4 million paid inltaspproximately $2.9 million in the form of proreisy notes bearing interest at a rate of
and approximately $3.1 million in the form of 15833shares of DXP common stock. The cash portioth@fpurchase price was fundec
borrowings under DX existing credit facility. DXP completed this aggjtion to expand its pump business in Indiana, tiieky, Tennesst
and Ohio.

On October 10, 2011, DXP acquired substantiallyo&lthe assets of Kenneth Crosby ("KC"). DXP acegdithis business to expand DX
geographic presence in the eastern U.S. and stem@XP's metal working and supply chain servidésrings. DXP paid approximately $1!
million for KC, which was borrowed under our exmficredit facility.

On December 30, 2011, DXP acquired substantiallpfaihe assets of C.W. Rod Tool Company ("CW Ro®XP acquired this business
strengthen DXP's metal working offering in Texad &ouisiana. DXP paid approximately $1.1 million@XP's common stock (35,714 sha
and approximately $42 million in cash for CW Rodhieh was borrowed during 2011 and 2012 under oistiag credit facility.

On January 31, 2012, DXP acquired substantiallypfaithe assets of Mid-Continent Safety ("M@bntinent”). DXP acquired this busines:
expand DXP's geographic presence in the MidwesieBn and strengthen DXP's safety products offeldP paid approximately $3.7 millic
for Mid-Continent, which was borrowed under ourstixig credit facility.

On February 29, 2012, DXP acquired substantiallpfathe assets of Pump & Power Equipment, Incufip & Power"). DXP acquired tt
business to expand DXP's geographic presence iMitheestern U.S. and strengthen DXP's municipal pyproducts and services offeri
DXP paid approximately $1.9 million for Pump & Pawehich was borrowed under our existing creditIfgci

On April 2, 2012, DXP acquired the stock of Aledtw;. ("Aledco") and Force Engineered Products, (Heorce”). DXP acquired this busine
to establish a presence within the Marcellus Shadewell as the Northeast United States industatdting equipment market. DXP p
approximately $8.1 million for Aledco and Force watiwas borrowed under our existing credit facility.




On May 1, 2012, DXP completed the acquisition oflustrial Paramedic Services through its wholly osvrsibsidiary, DXP Cana
Enterprises Ltd. Industrial Paramedic Servicespsoaider of industrial medical and safety serviteindustrial customers operating in ren
locations and large facilities in western CanaddPDacquired this business to expand DXP's geogramtéisence into Canada and to ex|
our safety services offering. Industrial Paramegticvices is headquartered in Calgary, Alberta getaies out of three locations in Calg
Nisku and Dawson Creek. The $25.3 million purcharsee was financed with $20.6 million of borrowingsder DXP's existing credit facili
$2.5 million of promissory notes bearing a 5% iegtrate and 19,685 shares of DXP common stock.

On May 31, 2012, DXP completed the acquisition ab#n and Denholm Industrial Sales Alberta, Inc[P1h). DXP acquired this business
expand our presence in pumping solutions in Westanmada. DXP Canada Enterprises Ltd., acquireof &fle outstanding common share
ADI for $2.7 million which was borrowed under owigting credit facility.

On July 11, 2012, DXP completed the acquisitio8E Integrated Ltd. (iISE"). DXP Canada Enterprises Ltd. acquired athefoutstandin
common shares of HSE by way of a plan of arrangémeder theBusiness Corporations A¢Alberta) (the "Arrangement"). Pursuant to
Arrangement, HSE shareholders received CDN $1.8@aish per each common share of HSE held. The tmakaction value w
approximately $85 million, including approximatebd million in debt and approximately $3 million iransaction costs. The purchase f
was financed with borrowings under DXPhew $325 million credit facility. DXP acquired HSo expand our industrial health and s
services offering in Canada and the United States.

On October 1, 2012, DXP acquired substantiallyoalthe assets of Jerzy Supply, Inc. (“JerzypXP acquired this business in the Soutl
U.S. to strengthen DXP's industrial and hydrautisénoffering. DXP paid approximately $5.3 milliaar flerzy which was borrowed under
existing credit facility.

On April 16, 2013, DXP acquired all of the stockM#étional Process Equipment Inc. (“NatPrafijyough its wholly owned subsidiary, D.
Canada Enterprises Ltd. DXP acquired this busitegxpand DXP’s geographic presence in Canada taeagshen DXPS pump, integrate
system packaging, compressor, and related equipofiening. The $40.1 million purchase price wasfined with $36.6 million of borrowin
under DXP's existing credit facility and 52,542 saof DXP common stock. Additionally, the purchaggeement included an eawnt
provision, which stated that former owners of NatRray earn CDN $6.0 million based on achievemergroéarnings target during the 1
year of DXFs ownership. The fair value of the easat recorded at the acquisition date was $2.8 anillAs of December 31, 2013 the §
million accrued liability associated with this eayat provision was reversed and included in 2013 aip®y income. See Note 8 of the finan
statements regarding the 2014 impairment of NatBsets.

On May 17, 2013, DXP acquired substantially altte# assets of Tucker Tool Company, Inc. (“TuckeolTio DXP acquired this business
expand DXP's geographic presence in the northe®h &hd strengthen DXP's industrial cutting toolerfig. DXP paid approximately $¢
million for Tucker Tool which was borrowed under@&xisting credit facility.

On July 1, 2013, DXP acquired all of the stock ¢dgka Pump & Supply, Inc. (APS). DXP acquired thisiness to expand DXP's geogra
presence in Alaska. DXP paid approximately $13.Mionifor APS which was borrowed under our existargdit facility.

On July 31, 2013, DXP acquired substantially altred assets of Tool-Tech Industrial Machine & Sypphc. (“Tool-Tech”).DXP acquire:
this business to enhance our metal working prodffeting in the southwest region of the United 8satDXP paid approximately $7.2 milli
for Tool-Tech which was borrowed under our existingdit facility.

On January 2, 2014, the Company acquired all ofetigty securities and units of B27, LLC (B27). DXBquired this business to exp
DXP’s pump packaging offering. The total transactiofu&avas approximately $293.6 million, excluding eppmately $1.0 million il
transaction costs. The purchase price was finangdborrowings under our amended credit facilihdaapproximately $4.0 million (36,0
shares) of DXP common stock. See Note 8 of the Nmt€onsolidated Financial Statements regardia@@14 impairment of B27 goodwill.
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On May 1, 2014, the Company completed the acqoisitif all of the equity interests of Machinery Tiogl and Supply, LLC (MT&S) t
expand DXPs cutting tools offering in the North Central regiof the United States. DXP paid approximately $Iiillion for MT&S, whick
was borrowed under our existing credit facility.

Competition

Our business is highly competitive. In the Sern@anters segment we compete with a variety of im@hstupply distributors, some of whi
may have greater financial and other resources Weamlo. Some of our competitors are small entezpriselling to customers in a limi
geographic area. We also compete with catalogililisors, large warehouse stores and, to a lessentexnanufacturers. While many of
competitors offer traditional distribution of sorakéthe product groupings that we offer, we areawére of any major competitor that offers
a noneatalog basis a variety of products and servicebraad as our offering. Further, while certain tajadistributors provide prodt
offerings as broad as ours, these competitors tioffer the product application, technical expertand after-thsale services that we provi
In the Supply Chain Services segment we compete laiger distributors that provide integrated sypmlograms and outsourcing servit
some of which might be able to supply their produata more efficient and cosffective manner than we can provide. In the Intige
Pumping Solutions segment we compete against @&tyaof manufacturers, distributors and fabricatangny of which may have gree
financial and other resources than we do. We gépemmpete on service and price in all of our segts.

Insurance

We maintain liability and other insurance that vedidwve to be customary and generally consistert imdustry practice. We retain a portior
the risk for medical claims, general liability, wer's compensation and property losses. The variousctibtes of our insurance polic
generally do not exceed $250,000 per occurrencerelére also certain risks for which we do not teémninsurance. There can be no assul
that such insurance will be adequate for the riskslved, that coverage limits will not be exceedwdthat such insurance will apply to
liabilities. The occurrence of an adverse claimextess of the coverage limits that we maintain @¢dwdve a material adverse effect on
financial condition and results of operations. Pnemiums for insurance have increased significamir the past three years. This trend ¢
continue. Additionally, we are partially self-ingar for our group health plan, workercompensation, auto liability and general liag
insurance. The cost of claims for the group healin has increased over the past three yearstrenid is expected to continue.

Government Regulation and Environmental Matters

We are subject to various laws and regulationgingldo our business and operations, and varioafthand safety regulations as establishe
the Occupational Safety and Health Administratiod &anadian Occupational Health and Safety.

Certain of our operations are subject to fedetatesand local laws and regulations as well asipoisd regulations controlling the discharge
materials into or otherwise relating to the pratatiof the environment. Although we believe thatheye adequate procedures to comply
applicable discharge and other environmental léesrisks of accidental contamination or injurynfréthe discharge of controlled or hazarc
materials and chemicals cannot be eliminated caeiplein the event of such a discharge, we coulthddd liable for any damages that re:
and any such liability could have a material adeerffect on us. We are not currently aware of atwason or condition that we believe
likely to have a material adverse effect on ouultsf operations or financial condition.

Employees

At December 31, 2014, DXP had approximately 3,104#tfme employees. We believe that we maintain pasitelationships with all of o
employees. Less than one percent (1%) of our empbgre unionized.
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Background of Executive Officers

The following is a list of DXPs executive officers, their age, positions, aneéscdption of their business experience as of Ma&h2015. Al
of our executive officers hold office at the pleasaf DXP’s Board of Directors.

NAME POSITION AGE
David R. Little Chairman of the Board, President and Chief Exeeubifficer 63
Mac McConnell Senior Vice President/Finance, Chief Financial €ffiand Secreta 61
David C. Vinsor Senior Vice President/Innovative Pumping Soluti 64
John J. Jeffer Senior Vice President/Supply Chain Services & Marig 47
Todd Hamlin Senior Vice President/Service Cent 43
Kent Yee Senior Vice President/Corporate Developrr 39
Wayne Crant Senior Vice President/Information Technolc 52
Gary Messersmit Senior Vice President/General Cour 66

David R. Little. Mr. Little has served as Chairman of the Boamgsklent and Chief Executive Officer of DXP sint®arganization in 19¢
and also has held these positions with SEPCO Iridastnc., predecessor to the Company (“SEPCS$ige he acquired a controlling inte
in SEPCO in 1986. Mr. Little has been employed IBPSO since 1975 in various capacities, includingffShccountant, Controller, Vic
President/Finance and President. Mr. Little givas Board insight and inepth knowledge of our industry and our specifierations an
strategies. He also provides leadership skillslarmiviedge of our local community and business emvitent, which he has gained througt
long career with DXP and its predecessor companies.

Mac McConnell.Mr. McConnell was elected Senior Vice Presiden#iRte and Chief Financial Officer in September 208@m Februar
1998 until September 2000, Mr. McConnell servedSasior Vice President, Chief Financial Officer aaddirector of Transportati
Components, Inc., a NYSksted distributor of truck parts. From DecembeB290 February 1998, he served as Chief Financifited of
Sterling Electronics Corporation, a NY3iEted electronics parts distributor, which was weed by Marshall Industries, Inc. in 1998. Fi
1990 to 1992, Mr. McConnell was Vice President-Roe of Interpak Holdings, Inc., a publidsaded company involved in packaging
warehousing thermoplastic resins. From 1976 to 1B8G&erved in various capacities, including aaréngr, with Ernst & Young LLP.

David C. VinsonMr. Vinson was elected Senior Vice President/IntieeaPumping Solutions in January 2006. He sern@deanior Vic
President/Operations of DXP from October 2000 tocddeber 2005. From 1996 until October 2000, Mr. ¥msserved as Vi
President/Traffic, Logistics and Inventory. Mr. 8om has served in various capacities with DXP sirisemployment in 1981.

John J. Jeffen. Mr. Jeffery serves as Senior Vice President @pBuChain Services, Marketing and Information Trealogy. He oversees t
strategic direction for the Supply Chain Servicasibess unit while leveraging both Marketing animation Technology to drive innovati
business development initiatives for organizatiograwth and visibility. He began his career with..TWalker, which was later acquired
DXP in 1991. During his tenure with DXP, Mr. Jeffdras served in various significant capacitiesudtig branch, area, regional and nati
sales management as well as sales, marketing ant&S€enter vice president roles. He holds a Blach# Science in Industrial Distributis
from Texas A&M University and is also a graduatehsf Executive Business Program at Rice University.

Todd Hamlin. Mr. Hamlin was elected Senior Vice President of/D3ervice Centers in June of 2010. Mr. Hamlin jdittee Company in 19¢
From February 2006 until June 2010 he served a®oRa&lgVice President of the Gulf Coast Region. Ptioserving as Regional Vice Presic
of the Gulf Coast Region he served in various ciipacincluding application engineer, product spkst and sales representative. From /£
2005 through February 2006, Mr. Hamlin worked aal@s manager for the UPS Supply Chain Servicasiaivof United Parcel Service, |i
He holds a Bachelors of Science in Industrial [bstion from Texas A&M University and a Master inisbibution from Texas A&N
University. Mr. Hamlin serves on the Advisory Bodal Texas A&M's Master in Distribution degree program. In 2014, Mamlin wa:
elected to the Bearing Specialists Association'afmf Directors.
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Kent Yee. Mr. Yee currently serves as Senior Vice Presidentporate Development and leads DXP's mergersaandisitions, busine
integration and internal strategic project actesti During March 2011, Mr. Yee joined DXP from Steps Inc.'s Industrial Distribution &
Services team where he served in various posiindsmost recently as Vice President from Augus6200February 2011. Prior to Steph
Mr. Yee was a member of The Home DepoBtrategic Business Development Group with a pgsinflacus on acquisition activity for
Supply. Mr. Yee was also an Associate in the Al@yadicated Finance Group at JPMorgan Chase. Keckacuted over 41 transacti
including more than $1.3 billion in M&A and $3.4lllkin in financing transactions primarily for changf control deals and numerous indus
and distribution acquisition and sale assignmefésholds a Bachelors of Arts in Urban Planning fivlorehouse College and an MBA fri
Harvard University Graduate School of Business.

Wayne Crane Wayne Crane currently serves as Senior Vice Presiled Chief Information Officer and leads DXP'®mmation technolog
and telecommunications activities. Joining DXP inglist 2011, Mr. Crane offers 25 years experiencectiing business and technoli
transformation for Fortune 1000 corporations arttkotechnology based compani®sior to DXP, Mr. Crane served as Chief Informa
Officer for CDS Global, a global technology solutsoprovider and wholly owned subsidiary of the le&orporation. Until 2008, Mr. Cra
served as CIO for the Attachmate/NetlQ, a publcatided systems and security management softveamn@any, where he was responsible
all technology efforts, including several businassl product lines. Previously, Mr. Crane managedhajltechnology efforts for BJ Servi
Company, a publicly traded oilfield services compa¥ir. Crane holds a Master of Computer Scienceakegnd an MBA.

Gary MessersmithMr. Messersmith serves as Senior Vice Presidethi@General Counsel of DXP Enterprises, Inc. Mr. $éesmith joined
DXP on January 1, 2013 after practicing law for entiran 38 years with Looper Reed & McGraw and godhat with Fouts & Moore. Durin
this period, Mr. Messersmith’s practice includedpmate, real estate and oil and gas matters. BE@88 until 2001, Gary served as Managing
Partner of Fouts & Moore. Since 1995, Gary hasasgmted DXP in the acquisition of more than 27 camgs and he has provided legal
services to DXP in various other areas. Gary obthins Bachelor of Science Degree in Finance frodiaha University in 1971 and his J.D.
from South Texas School of Law in 1975.

All officers of DXP hold office until the regular eeting of the board of directors following the Aahieeting of Shareholders or until tt
respective successors are duly elected and qubdifi¢heir earlier resignation or removal.

Available Informatior

Our Annual Report on Form 10-K, Quarterly ReporisForm 10-Q, Current Reports on Form 8-K, and ammnds to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of3keurities Exchange Act of 1934 as amended (tkeli&hge Act”), are available free of
charge through our Internet website ( www.dxpe.3@s soon as reasonably practicable after we eldctilly file such material with, or
furnish it to, the Securities and Exchange Comrissi

ITEM 1A. Risk Factors

Investing in DXP involves risk. In deciding whetherinvest in DXP, you should carefully consideg following risk factors. Any of these ri
factors could have a significant or material adeezffect on our businesses, results of operatiimesncial condition or liquidity. They cou
also cause significant fluctuations and volatilitythe trading price of our securities. Readersughmot consider any descriptions of tr
factors to be a complete set of all potential ridkat could affect DXP. These factors should beswered carefully together with the ot
information contained in this Report and the otteports and materials filed by us with the Secesitand Exchange Commission. Furi
many of these risks are interrelated and could rognder similar business and economic conditiond,the occurrence of certain of them 1
in turn cause the emergence or exacerbate thet effethers. Such a combination could materiallyréase the severity of the impact of tt
risks on our results of operations, liquidity amhhcial condition.
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Decreased capital expenditures in the energy ingliustn adversely impact our custon’ demand for our products and services.

A significant portion of our revenue depends upganlevel of capital and operating expenditureiendil and natural gas industry, including
capital expenditures in connection with the upstremidstream, and downstream phases in the enedgygtry. Therefore, a significant decline
in oil or natural gas prices could lead to a deseda our customers’ capital and other expenditanescould adversely affect our revenues.

Demand for our products could decrease if the mactufers of those products sell them directly td esers

Typically, MRO products have been purchased thradigtributors and not directly from the manufactaref those products. If customers w
to purchase our products directly from manufacsjrer if manufacturers sought to increase thewredfto sell directly to end users, we cc
experience a significant decrease in sales andngatn

Changes in our customer and product mix, or advehsges to the cost of goods we sell, could causgross margin percentage to fluctu
or decrease, and we may not be able to maintaitofiésl margins.

Changes in our customer mix have resulted from iggabgc expansion, daily selling activities withiarcent geographic markets, and targ
selling activities to new customers. Changes in pduct mix have resulted from marketing actidtie® existing customers and ne
communicated to us from existing and prospectiv&amers. There can be no assurance that we widbleto maintain our historical gre
margins. In addition, we may also be subject togincreases from vendors that we may not be alpads along to our customers.

We rely upon third-party transportatigoroviders for our merchandise shipments and argesuilio increased shipping costs as well as
potential inability of outthird-party transportation providers to deliver piocts on a timely basis.

We rely upon independent third-party transportafiooviders for our merchandise shipments, includinggments to and from all of our serv
centers. Our utilization of these delivery servifimsshipments is subject to risks, including ireses in fuel prices, labor availability, labor
strikes and inclement weather, which may impadtippng company’s ability to provide delivery sex@s that adequately meet our shipping
needs. If we change the shipping companies wewesepuld face logistical difficulties that couldvasely affect deliveries and we would
incur costs and expend resources in connectionsuith change. In addition, we may not be able taiolfavorable terms as we have with our
current third-party transportation providers.

Adverse weather events or natural disasters coatghtively disrupt our operation

Certain areas in which we operate are susceptideierse weather conditions or natural disasterd) as hurricanes, tornadoes, floods and
earthquakes. These events can disrupt our opesatiesult in damage to our properties and neggtafééct the local economies in which we
operate. Additionally, we may experience commuicatlisruptions with our customers, vendors andleyges.

We cannot predict whether or to what extent dantagised by these events will affect our operatiortk@economies in regions where we
operate. These adverse events could result inpdisruof our purchasing or distribution capabibtiénterruption of our business that exceeds
our insurance coverage, our inability to colleoinfrcustomers and increased operating costs. Ourdsssor results of operations may be
adversely affected by these and other negativetsfte# these events.

The loss of or the failure to attract and retairylgersonnel could adversely impact our resultspefrations.

The loss of the services of any of the executifeerfs of the Company could have a material advefBect on our financial condition a
results of operations. In addition, our abilitygmw successfully will be dependent upon our apilit attract and retain qualified manager
and technical and operational personnel. The faitarattract and retain such persons could mateaadlersely affect our financial conditi
and results of operations.
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The loss of any key supplier could adversely affed®’s sales and profitability.

We have distribution rights for certain productenand depend on these distribution rights forketsmtial portion of our business. Many
these distribution rights are pursuant to contrtwis are subject to cancellation upon little orpmior notice. Although we believe that we cc
obtain alternate distribution rights and/or sourggsimilar products in the event of such a camtielh, the termination or limitation by any |
supplier of its relationship with the Company couésbult in a temporary disruption of our businesd,an turn, could adversely affect
results of operations and financial condition.

We are subject to various government regulations.

We are subject to laws and regulations in evernggiction where we operate. Compliance with lawd eagulations increases our cost of di
business. We are subject to a variety of laws agdlations, including without limitation import amcport requirements, the Foreign Cor
Practices Act, tax laws (including U.S. taxes onforeign subsidiaries), data privacy requiremelatsor laws and antempetition regulation
We are also subject to audits and inquiries indtténary course of business. Changes to the leghakegulatory environments could incre
the cost of doing business, and such costs magagerin the future as a result of changes in theseand regulations or in their interpretat
Although we have implemented policies and procesludesigned to comply with laws and regulationsyehean be no assurance
employees, contractors or agents will not violatehslaws and regulations. Any such violations cantiividually or in the aggregate materit
adversely affect our financial condition or resat®perations.

We are subject to environmental, health and sdfetg and regulations.

We are subject to federal, state, local, foreigd provincial environmental, health and safety land regulations. Fines and penalties me
imposed for norcompliance with applicable environmental, healtd aafety requirements and the failure to have a@otoply with the terrr
and conditions of required permits. The failureusyto comply with applicable environmental, healtid safety requirements could resu
fines, penalties, enforcement actions, third paldyms for property damage and personal injuryuiremnents to clean up property or to pay
the costs of cleanup, or regulatory or judicialesedrequiring corrective measures.

A general slowdown in the economy could negativebact DXFs sales growth.

Economic and industry trends affect DXRjusiness. Demand for our products is subjectémanic trends affecting our customers anc
industries in which they compete in particular. Manf these industries, such as the oil and gassimguare subject to volatility while othe
such as the petrochemical industry, are cyclicdl materially affected by changes in the economyaAssult, demand for our products ct
be adversely impacted by changes in the markeisrofustomers. We traditionally do not enter imtiod-term contracts with our customers.

Risks Associated With Conducting Business in For€iguntries

We conduct a meaningful amount of business outsfdiéne United States of America. We could be addgraffected by economic, leg
political and regulatory developments in countrtkat we conduct business in. We have meaningfutatipes in Canada in which {
functional currency is denominated in CanadianaisllAs the value of currencies in foreign coustifewhich we have operations increas¢
decreases related to the U.S. dollar, the salgzen=ses, profits, losses assets and liabilitiesusfforeign operations, as reported in
consolidated financial statements, increase oredeer, accordingly.

The trading price of our common stock may be Jelati

The market price of our common stock could be suliewide fluctuations in response to, among othiegs, the risk factors described in
and other periodic reports, and other factors beyair control, such as fluctuations in the valuatidd companies perceived by investors t
comparable to us. Furthermore, the stock markete baperienced price and volume fluctuations tleatehaffected and continue to affect
market prices of equity securities of many compsniehese fluctuations often have been unrelatedigproportionate to the operat
performance of those companies. These broad markkindustry fluctuations, as well as general eodoppolitical, and market conditior
such as recessions, interest rate changes oratitamal currency fluctuations, may negatively afffée market price of our common stock
the past, many companies that have experiencetlliplim the market price of their stock have besrbject to securities class action litigat
We may be the target of this type of litigationthe future. Securities litigation against us cotddult in substantial costs and divert
management's attention from other business conoshish could adversely affect our business.
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Our future results will be impacted by our abilityimplement our internal growth strategy.

Our future results will depend in part on our sescé implementing our internal growth strategy,ickhincludes expanding our exist
geographic areas, selling additional products tstiexg customers and adding new customers. Ouityatlimplement this strategy will depe
on our success in selling more products and sexviceexisting customers, acquiring new customeiringh qualified sales persons, ¢
marketing integrated forms of supply managemenh siscthose being pursued by us through our Smat&&¥program. Although we intel
to increase sales and product offerings to existigjomers, there can be no assurance that weevdliccessful in these efforts. Addition
we sell products and services in very competitiarkmats. We could experience a material adverseteffethe extent that our competitors
successful in reducing our customepsirchases of products and services from us. Cotigretiould also cause us to lower our prices, W
could reduce our margins and profitability. Condation in our industry could heighten the impadtsampetition on our business and res
of operations discussed above. The fact that weaddraditionally enter into lonterm contracts with our suppliers or customers prayide
opportunities for our competitors.

We are subject to personal injury and product lipiclaims involving allegedly defective products.

A variety of products we distribute are used ingpdially hazardous applications that can resuttersonal injury and product liability claims
catastrophic occurrence at a location where thdymts we distribute are used may result in us beamged as a defendant in lawsuits asse
potentially large claims, even though we did nonofacture the products, and applicable law mayeend liable for damages without rec
to negligence or fault.

Risks Associated With Acquisition Strat

Our future results will depend in part on our dpilio successfully implement our acquisition stggteWe may not be able to consumn
acquisitions at rates similar to the past, whichld@dversely impact our growth rate and stockeprithis strategy includes taking advantac
a consolidation trend in the industry and effectieguisitions of businesses with complementaryesirdble product lines, strategic distribu
locations, attractive customer bases or manufactetationships. Promising acquisitions are diffido identify and complete for a numbel
reasons, including high valuations, competition agh@rospective buyers, the need for regulatorylafing antitrust) approvals and
availability of affordable funding in the capitalamkets. In addition, competition for acquisitiomsaur business areas is significant and
result in higher purchase prices. Changes in a¢owiar regulatory requirements or instability hetcredit markets could also adversely im
our ability to consummate acquisitions. In additiasquisitions involve a number of special risksluding possible adverse effects on
operating results, diversion of managemerdttention, failure to retain key personnel of #Hwguired business, difficulties in integrai
operations, technologies, services and personnataidired companies, potential loss of customeecqtiired companies, preserving busi
relationships of the acquired companies, risks@ata with unanticipated events or liabilitiesgdaxpenses associated with obsolete inve
of an acquired business, some or all of which chialde a material adverse effect on our businasandial condition and results of operatis
Our ability to grow at or above our historic ratiepends in part upon our ability to identify andeassfully acquire and integrate compa
and businesses at appropriate prices and realficépated cost savings.

Risks Related to Acquisition Financi

We may need to finance acquisitions by using shaf€&ommon Stock for a portion or all of the corsation to be paid. In the event that
Common Stock does not maintain a sufficient maviebie, or potential acquisition candidates aremilse unwilling to accept Common Stc
as part of the consideration for the sale of thesinesses, we may be required to use more ofamlr iI@sources, if available, to maintain
acquisition program. These cash resources maydadhorrowings under our credit agreement or equitgiebt financings. Our current cre
agreement with our bank lenders contains certagtrictions that could adversely affect our ability implement and finance poten
acquisitions. Such restrictions include provisiorsch limit our ability to merge or consolidate tvjtor acquire all or a substantial part of
properties or capital stock of, other entities withthe prior written consent of the lenders. Theaa be no assurance that we will be ab
obtain the lenderstonsent to any of our proposed acquisitions. Ifdeenot have sufficient cash resources, our growthidcbe limited unles
we are able to obtain additional capital througbtae equity financings.
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Ability to Comply with Financial Covenants of CreBacility

Our credit facility requires the Company to compljth certain specified covenants, restrictionsaficial ratios and other financial ¢
operating tests. The Compasyability to comply with any of the foregoing restions will depend on its future performance, whigill be
subject to prevailing economic conditions and offaetors, including factors beyond the Compangontrol. A failure to comply with any
these obligations could result in an event of défander the credit facility, which could permitcateration of the Company’indebtedne:
under the credit facility. The Company from timetitne has been unable to comply with some of tharftial covenants contained in the ci
facility (relating to, among other things, the ntaimance of prescribed financial ratios) and haserwhecessary, obtained waivers
amendments to the covenants from its lenders. Aghadhe Company expects to be able to comply wkighcovenants, including the finan
covenants, of the credit facility, there can beassurance that in the future the Company will e &bdo so or, if is not able to do so, tha
lenders will be willing to waive such complianceforther amend such covenants.

Ability to Refinance

We may not be able to refinance existing debt ertdrms of any refinancing may not be as favoralslehe terms of our existing debi
principal payments due at maturity cannot be reftea, extended or repaid with proceeds from otbarces, such as new equity capital,
cash flow may not be sufficient to repay all matgrdebt in years when significant payments come due

Goodwill and intangible assets recorded as a resfitiur acquisitions could become impaired.

Gooduwill represents the difference between the lmage price of acquired companies and the relateddmes of net assets acquired. We
goodwill for impairment annually and whenever egenit changes in circumstances indicate that immaitrmay have occurred. Goodwill ¢
intangibles represent a significant amount of otaltassets. As of December 31, 2014, our combjoedwill and intangible assets amout
to $383.6 million, net of accumulated amortizatidio. the extent we do not generate sufficient césivs to recover the net amount of .
investments in goodwill and other intangible asset®rded, the investment could be considered iragaind subject to writeff which woulc
directly impact earnings. We expect to record aoid#l goodwill and other intangible assets as alted future business acquisitions. Fu
amortization of such other intangible assets oraimmpents, if any, of goodwill or intangible asse&tsuld adversely affect our results
operations in any given period. See Note 8 of tbteblto Consolidated Financial Statements regattti@@014 impairment of B27 and Nat
goodwill and intangible assets.

Our business has substantial competition that cawaldersely affect our results.

Our business is highly competitive. We compete withariety of industrial supply distributors, soofewhich may have greater financial
other resources than us. Although many of our tiadil distribution competitors are small enterpsisselling to customers in a limi
geographic area, we also compete with larger Higiors that provide integrated supply programs saglthose offered through outsourt
services similar to those that are offered by c0ES$egment. Some of these large distributors magbheto supply their products in a m
timely and cosefficient manner than us. Our competitors includéalog suppliers, large warehouse stores and, lesser extent, certe
manufacturers. Competitive pressures could adyeastdct DXP’s sales and profitability.
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Interruptions in the proper functioning of our imfisation systems could disrupt operations and causeases in costs and/or decrease
revenues.

The proper functioning of DXP’s information systeiisscritical to the successful operation of ouribass. Although DX informatiol
systems are protected through physical and softwafeguards and remote processing capabilitied, exis information systems are ¢
vulnerable to natural disasters, power losses;aetenunication failures and other problems. If catiinformation systems fail or are otherv
unavailable, DXPS ability to procure products to sell, process sinigg customer orders, identify business opportesitmaintain proper lev
of inventories, collect accounts receivable and g@younts payable and expenses could be adveftstyed.

Risks Associated with Insuran

In the ordinary course of business we at times Imagome the subject of various claims, lawsuits dmiaistrative proceedings seek
damages or other remedies concerning our commegehtions, the products we distribute, employeesother matters, including poten
claims by individuals alleging exposure to hazasdmaterials as a result of the products we didtilon our operations. Some of these cli
may relate to the activities of businesses thahawee acquired, even though these activities mag bagurred prior to acquisition. The prodi
we distribute are subject to inherent risks thatl@¢aesult in personal injury, property damage,lygan, death or loss of production. A
defects in the products we distribute could reisuftersonal injury, death, property damage, pahubr loss of production.

We maintain insurance to cover potential lossed,ve@ are subject to various deductibles and cagsrusur insurance. It is possible, howe
that judgments could be rendered against us irsdasghich we would be uninsured and beyond thewartsothat we currently have reserve
anticipate incurring for such matters. Even a plytiuninsured claim, if successful and of sigrafit size, could have a material adverse ¢
on our business, results of operations and finaeoiadition. Furthermore, we may not be able toticare to obtain insurance on commerci
reasonable terms in the future, and we may in@sds from interruption of our business that exaeednsurance coverage. In cases wher
maintain insurance coverage, our insurers may raisieus objections and exceptions to coverage lwbauld make uncertain the timing
amount of any possible insurance recovery.

Risks Associated with Cyl-Security

Through our sales channels and electronic commtioisawith customers generally, we collect and r@mconfidential information that
customers provide to us in order to purchase prsducservices. We also acquire and retain infaonabout suppliers and employees in the
normal course of business. Computer hackers maynpttto penetrateour information systems or our vendors' informatsystems and,
successful, misappropriate confidential customappBer, employee or other business information. In addition, one of our erypks
contractors or other third party may attempt ¢@cumvent security measures in order to obtait soformation or inadvertently cause a bre
involving such information. Loss of information ddwexpose us toclaims from customers, suppliers, financial insiins, regulators, payme
card associations, employees and other personsfamyich could have an adverse effect on our financial dirdand results of operations.

ITEM 1B. Unresolved Staff Comments
None.
ITEM 2. Properties

We own our headquarters facility in Houston, Texalsich has approximately 48,000 square feet otefBpace. At December 31, 2014,
had approximately 185 facilities which contained kérvices centers, 8 distribution centers andcab&dation facilities.

At December 31, 2014, the Service Centers segmenea or leased 177 service center facilities. @béhfacilities, 141 were located in
U.S. in 35 states, 34 were located in 9 Canadiawipces, one was located in Sonora, Mexico and wag located in Dubai. All of ti
distribution centers were located in the U.S., gmadly in California, Georgia, Illinois, Massacketts, Montana, Nebraska, and Texas
December 31, 2014, the Innovative Pumping Soluteegment operated out of 12 fabrication facilitmsated in 5 states in the U.S. and
provinces in Canada. At December 31, 2014, the I$uppain Services segment operated supply chatallagons in 74 of our customers’
facilities in 27 U.S. states.
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At December 31, 2014, our owned facilities rangednf5,000 square feet to 48,000 square feet in ¥izeleased facilities for terms generally
ranging from one to fifteen years. The leased it&sl ranged from approximately 300 square fedf®,000 square feet in size. The leases
provide for periodic specified rental payments aadain leases are renewable at our option. Wevsethat our facilities are suitable and
adequate for the needs of our existing businesshélieve that if the leases for any of our fa@ktivere not renewed, other suitable facilities
could be leased with no material adverse effeciarbusiness, financial condition or results ofragiens.
ITEM 3. Legal Proceedings
From time to time, the Company is a party to vasitegal proceedings arising in the ordinary cowkéusiness. While DXP is unable
predict the outcome of these lawsuits, it belietred the ultimate resolution will not have, eithiedividually or in the aggregate, a mate
adverse effect on DXP’s business, consolidatedéizh position, cash flows, or results of operagion
ITEM 4. Mine Safety Disclosures
Not applicable

PART Il
ITEM 5. Market for the Registrant's Common Equity, Relat&thareholder Matters and Issuer Purchases of Equigcurities
Our common stock trades on The NASDAQ Global Seléantket under the stock symbol "DXPE".

The following table sets forth on a per share btsashigh and low sales prices for our common stckeported by NASDAQ for the peri
indicated:

High Low

2014

Fourth Quarte $ 73.3C $ 44.74
Third Quartel $ 82.81 $69.12
Second Quarte $113.21 $ 64.58
First Quartel $ 112.0C $91.07
2013

Fourth Quarte $116.88 $78.44
Third Quartel $ 78.9¢ $ 63.49
Second Quarte $ 75.0C $54.50
First Quarte! $ 76.91 $ 49.65

On March 4, 2015, we had approximately registei@8l Holders of record for outstanding shares ofaummon stock. This number does
include shareholders for whom shares are heldaminee” or “street name”.

We anticipate that future earnings will be retainedinance the continuing development of our besi In addition, our bank credit faci
prohibits us from declaring or paying any cash alvids or other distributions on our capital staekgept for the monthly $0.50 per st
dividend on our Series B convertible preferred Istaghich amounts to $90,000 in the aggregate par.y&ccordingly, we do not anticips
paying cash dividends on our common stock in thesieeable future. The payment of any future divddesill be at the discretion of our Boi
of Directors and will depend upon, among other dhinfuture earnings, the success of our busineBsitias, regulatory and capil
requirements, lenders, and general financial aiséhbas conditions.
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Stock Performance

The following performance graph compares the peréorce of DXP Common Stock to the NASDAQ Industtradex and the NASDA
Composite (US). The graph assumes that the valtleeahvestment in DXP Common Stock and in eackxnslas $100 at December 31, 2
and that all dividends were reinvested.

Total Return to Stockholder
(Assumes a 5100 investment made on December 31, 2009)
$1.000
5900
5800 /A\
S700 / \
54600 / \
5500 /
5400 / \
5300 /
$200 M
5100
50
12312009 | 125312010 | 1273072001 | 1273012002 | 127312003 | 127312014
== WP Enterprizes 5100 5182 5244 5372 8874 5383
== asdaq Composite £100 5118 §1i4 5132 S183 5208
men W azdaq Industnial 5100 5124 £124 5148 5211 216

Investors are cautioned against drawing conclusiam the data contained in the graph above asrpastts are not necessarily indicativi

future performance.

20




Equity Compensation Table

The following table provides information regardisigares covered by the Company’s equity compensplos as of December 31, 2014:

Number of
securities
Number Weighted remaining available
of Securities average for future issuance
to be issued exercise price of Non-vested Weighted under equity
upon exercise of outstanding restricted shares  average compensation
Plan category outstanding options options outstanding grant price plans
Equity compensation plans approved by
shareholder N/A N/A 179,942 $52.71 85,6431
Equity compensation plans not approved
shareholder N/A N/A N/A N/A N/A
Total N/A N/A 179,942 $52.71 85,6431

(1) Represents shares of common stock authorizeédsoance under the 2005 Restricted Stock |

Unregistered Shares

DXP lIssued 52,542 unregistered shares of DXP Com&took as part of the consideration for the Apfi] 2013 acquisition of NatPro. T
unregistered shares were issued to certain seflétatPro.

DXP Issued 36,000 unregistered shares of DXP Com@iook as part of the consideration for the Jan2ar014 acquisition of B27. T
unregistered shares were issued to certain sellé&27.

We relied on Section 4(2) of the Securities ExcleaAgt as a basis for exemption from registratiol.igsuances were as a result of pri
negotiation, and not pursuant to public solicitatitn addition, we believe the shares were issoe@dcredited investorsds defined by Ru
501 of the Securities Act.

Recent Sales of Common Stock

On May 29, 2013, the Company filed with the Seasitand Exchange Commission a Forr8 Begistration Statement, commonly referre
as a “shelf registrationtyhereby the Company registered an indeterminatebeuiof shares of common stock as shall have areggtg initia
offering price not to exceed $150.0 million. In Bewber 2013, pursuant to this registration staténtke Company issued 235,976 share
common stock at a weighted average price of $4059 share. Net proceeds were approximately $2dlién.

Repurchases of Common Stock

On May 7, 2014, the Board of Directors authorizextfrom time to time to purchase up to 200,000 ebaf DXP's common stock over
months. DXP publicly announced the authorizationMay 14, 2014. Purchases could be made in openeanarkin privately negotiatt
transactions. DXP purchased a total of 200,000eshfr $11.8 million under this authorization aD&fcember 31, 2014. The table below
forth information regarding repurchases of our camrshares during the three months ended Decembg034.

Total Number of Maximum Number

Month Ended Total Number of Average Price Shares Purchased as of Shares that May Yet B¢
Shares Repurchased Paid per Share Part of Publicly Purchased

Announced Plans Under the Plans
October 31, 201 - - - 100,00(
November 30, 201 - - - 100,00(
December 31, 2014 100,00( 50.8: 100,00( -
Total 100,00( $ 50.8: 100,00( -
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ITEM 6. Selected Financial Data

The selected historical consolidated financial dagaforth below for each of the years in the fpjear period ended December 31, 2014
been derived from our audited consolidated findratetements. This information should be read mwaction with "Management's Discuss
and Analysis of Financial Condition and Resultgferations" and the consolidated financial statésnand notes thereto included elsew
in this Report.

Years Ended December 31
20141 2013 2012 2011 2010
(in thousands, except per share amol)

Consolidated Statement of Earnings D.

Sales $ 1,499,66 $1,241,51 $1,097,11 $ 807,00! $ 656,20
Gross Profit 432,841 372,34 319,09: 231,83t 188,39!
Impairment expens 117,56¢ - - - -
Operating income (los! (12,628 100,92« 90,52: 55,48t 37,09:
Income (loss) before income tax (25,556 94,71 85,00¢ 51,99¢ 32,13
Net income (loss (45,238 60,237 50,98t 31,433 19,38
Per share amoun

Basic earnings (loss) per common st? ($3.10 $ 4.1 $ 3.5 $ 2.1 $ 1.4
Common shares outstandi? 14,63¢ 14,43¢ 14,37: 14,30: 13,82
Diluted earnings (loss) per shi ($3.10 $ 3.9 $ 3.3 $ 2.0 $ 1.3
Common and common equivalent shares

outstanding® 14,63¢ 15,27¢ 15,21 15,14: 14,82

(1)The impairment expense in 2014, further disedss Note 8 of the Notes to Consolidated Finar8tatements, reduced operating income
by $117.6 million, increased the net loss by $102il0on, and increased basic and diluted lossgbare by $6.97.
(2) See Note 12 of the Notes to Consolidated Fiah&tatements for the calculation of basic andtdd earnings per share.
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Consolidated Balance Sheet Data:
As of December 31

2014 2013 2012 2011 2010
(in thousands

Total asset $844,34i $636,61! $569,73. $ 405,33 $ 320,62
Long-term debt obligation 372,90¢ 168,37. 216,33¢ 114,20! 103,62:
Shareholder equity 242,95; 296,25( 208,49: 156,67 124,12(

ITEM 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion and analysis should bedr@aconjunction with the Consolidated Financiaht®iments and related notes contai
within Item 8 of this Report. Management’s Discoissind Analysis uses forwaloeking statements as described previously in oisclbsure
Regarding Forwar+Looking Statements.

General Overview

Our products and services are marketed in the WiStates, Canada, Dubai and Mexico to over 50,086mers that are engaged in a va
of industries, many of which may be countercycliwaéach other. Demand for our products generallubject to changes in the United St
and Canada, and global and miemsnomic trends affecting our customers and thasimes in which they compete in particular. Certal
these industries, such as the oil and gas industeysubject to volatility driven by a variety afctors, while others, such as the petrochel
industry and the construction industry, are cytlared materially affected by changes in the Uniates and global economy. As a resuli
may experience changes in demand within partioularkets, segments and product categories as changasin our customers' respec
markets.

During 2010, the general economy and the oil arelegaloration and production business improved. €uployee headcount increasec
approximately 7% as a result of two acquisitionecl&ding the employees at the two acquired busesbsadcount declined by approxime
1%, primarily as a result of consolidating backa#ffunctions. Sales by Quadna, acquired Aprildl, and D&F, acquired December 1, 2(
accounted for $43.6 million of 2010 sales. Exclgd@uadna and D&F sales, sales for 2010 increa$8d.5.

During 2011, the general economy and the oil ar&l eygloration and production business continuednforove. Our employee headco
increased by 18% primarily as a result of two asijons and hiring additional personnel to suppocteased sales. Sales for the year e
December 31, 2011 increased $150.8 million, or 23.@ approximately $807.0 million from $656.2 rwill in 2010. Sales by KC, acquil
October 10, 2011, accounted for $11.9 million oL2Bales. Sales by businesses acquired in 2018,same store sales basis, accounte
$35.6 million of 2011 sales. Excluding 2011 salgdbsinesses acquired in 2010 and 2011, on a samesales basis, sales increased 1
from 2010. The majority of the 2011 sales increzm®e from a broallased increase in sales of pumps, bearings, gafedycts and industri
supplies to customers engaged in oilfield senadeand gas exploration and production, mining, ofanturing and petrochemical processing.

During 2012, the general economy and the oil ansl @gloration and production business remainedtipesiOur employee headcol
increased by 35% primarily as a result of multipteuisitions and hiring additional personnel topsrp increased sales. Sales for the
ended December 31, 2012 increased $290.1 millioB5®%, to $1,097.1 million from $807.0 million 2011. Sales by businesses acquirt
2012 accounted for $86.3 million of 2012 saleseSdly businesses acquired in 2011 accounted fof. B10illion of 2012 sales, on a sa
store sales basis. Excluding 2012 sales of $194li@mby businesses acquired in 2011 and 2012a same store sales basis, sales incr
11.9% from 2011. The majority of this 11.9% salesr@éase came from a brobdsed increase in sales of pumps, bearings, gafedyicts an
industrial supplies to customers engaged in odftrvice, oil and gas exploration and productioming, manufacturing and petrochem
processing.

During 2013, the growth rate of the general econaioyved from 2012 and sales of metal working andribg and power transmiss
products to manufacturers of oil field equipmentloed. Our employee headcount increased by 13.8%aply as a result of multip
acquisitions. Sales for the year ended Decembe2(@13 increased $144.4 million, or 13.2%, to $ilbbh from $1.1 billion in 2012. Sales
businesses acquired in 2013 accounted for $63liomdf 2013 sales. Sales by businesses acquir2@lf accounted for $75.9 million of 2(
sales, on a same store sales basis. Excluding 20&8 of $139.6 million by businesses acquiredit?2and 2013, on a same store sales |
sales increased $4.8 million, or 0.4%, from 2012.
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During 2014, the growth rate of the general econamyeased slightly from 2013. However, oil pricksclined significantly during the foul
quarter of 2014. Our employee headcount increaSesPd primarily as a result of the two acquisiti@moesnpleted during the year. Sales for
year ended December 31, 2014 increased $258.2milhr 20.8%, to approximately $1,499.7 millionnfr&1,241.5 million in 2013. Sales
businesses acquired in 2014 accounted for $176lbmof 2014 sales. Sales by businesses acquir@®13 accounted for $35.1 million of
2014 increase, on a same store sales basis. BExgl@0il4 sales of $211.5 million by businesses aeduin 2014 and 2013, on a same ¢
sales basis, sales increased by $46.7 million,.83from 2013. This sales increase is primarily tasult of increased sales by the Se
Centers segment of $22.1 million, IPS segment of $8llion, and SCS segment of $16.5 million, osaae store sales basis. The majori
these 2014 sales increases came from a broad im&sedse in sales of pumps, bearings, industrigplges, metal working and safety prodt
to customers engaged in oilfield service, oil and gxploration and production, mining, manufactyand petrochemical processing.

Our sales growth strategy in recent years has é&tos internal growth and acquisitions. Key elemearftour sales strategy include leveray
existing customer relationships by crasdling new products, expanding product offeringsnew and existing customers, and incree
business-tdausiness solutions using system agreements andyscipgin solutions for our integrated supply custosn We will continue 1
review opportunities to grow through the acquisitiof distributors and other businesses that wowufthed our geographic reach and/or
additional products and services. Our results @gfbend on our success in executing our internavtiretrategy and, to the extent we comy
any acquisitions, our ability to integrate suchusijons effectively.

Our strategies to increase productivity includesadidated purchasing programs, centralizing prodisttibution centers, and customer ser
and inside sales functions, converting selectedtions from full warehouse and customer serviceraims to service centers, and u
information technology to increase employee pradiigt

Results of Operations
Years Ended December 31,

2014 % 2013 % 2012 %
(in millions, except percentages and per share arnx)

Sales $1,499. 100.( $1,241.! 100.( $1,097. 100.(
Cost of sales 1,066.¢ 71.1 869.2 70.C 778.( 70.€
Gross profit 432.¢ 28.¢ 372.: 30.C 319.1 29.1
Selling, general & administrative exper 327.¢ 21.¢ 271.¢ 21.¢ 228.¢ 20.¢
Impairment expense 117.¢ 7.8 - 0.C - 0.C
Operating income (lost (12.6 (0.8 100.¢ 8.1 90.t 8.2
Interest expens 12.¢ 0.€ 6.2 0.t 5.€ 0.t
Other expense (income) 0.1 - (0.1) - (0.1) -
Income before income tax (25.5 1.7 94.7 7.€ 85.C 7.€
Provision for income taxes 19.7 1.2 34.5 2.8 34.C 3.1
Net income (loss $ (45.2 (3.0 $ 60. 4.8 $ 51 4.7
Per shart

Basic earnings (loss) per sh. $ (3.10 $4.17 $ 3.5¢

Diluted earnings (loss) per sh: $ (3.10 $ 3.9¢ $ 3.3t

DXP is organized into three business segments:i&eenters, Supply Chain Services (SCS) and Inh@/&umping Solutions (IPS). T
Service Centers are engaged in providing maintenampair and operating (MRO) products, equipment imtegrated services, includ
technical expertise and logistics capabilitiesptiustrial customers with the ability to providereaday delivery. The Service Centers provi
wide range of MRO products and services in thetiraequipment, bearing, power transmission, hfis& power, metal working, industri
supply and safety product and service categories.SCS segment manages all or part of our custersepply chain, including inventory. 1
IPS segment fabricates and assembles integratep pystem packages custom made to customer spéoffisaremanufactures pumps

manufactures branded private label pumps.
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Results of operations for the Service Centers sagare as follows:

Years Ended December 31

2014 % 2013 % 2012 %
(in millions, except percentages and per share arts)
Sales $ 987. 100.( $ 884 100.( $ 779 100.(
Cost of sale: 687. 69.€ 605. 68.£ 543. 69.7
Gross profit 300. 30.¢ 279. 31.€ 235. 30.2
Selling, general & administrative exper 192. 19.t 172. 19.t 147. 18.€
Impairment expens 10. 1.C = 0.C - 0.C
Operating income (los: $ 97. 9.6 107. 12.1 88. 11.¢
Operating income excluding impairme $ 107 10. $ 107. 12.1 $ 88.! 11.
Results of operations for the IPS segment are s\
Years Ended December 31
2014 % 2013 % 2012 %
(in millions, except percentages and per share artg)
Sales $ 348. 100.( $ 209. 100.( $ 161. 100.(
Cost of sale: 250. 72.C 149. 71.2 111, 68.7
Gross profit 97. 28.C 60.. 28.¢ 50.! 31.:
Selling, general & administrative exper 46. 13.2 26.. 12.€ 18.! 11.4
Impairment expens 107. 30.¢ - 0.C - 0.C
Operating income (los: $ (56.2 -16.1 $ 33.i 16.2 $ 32. 19.¢
Operating income excluding impairme $ ol. 14.7 $ 33 16.2 $ 32 19.€
Results of operations for the SCS segment arellasvi
Years Ended December 31
2014 % 2013 % 2012 %
(in millions, except percentages and per share arts)

Sales $ 164 100.( $ 147. 100.( $ 156. 100.(
Cost of sale: 128. 78.€ 114. 77.€ 123. 79.1
Gross profit 35. 21.4 32. 22.2 32. 20.¢
Selling, general & administrative exper 21. 13.C 20. 13.7 20. 12.¢
$ 13 8.4 $ 12. 8.5 $ 12 8.C

Operating income (los!
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Year Ended December 31, 2014 compared to Year End&kcember 31, 2013

SALES. Sales for the year ended December 31, 20d4ased $258.2 million, or 20.8%, to approximatly499.7 million from $1,241
million in 2013. Sales by businesses acquired ih428ccounted for $176.4 million of 2014 sales. $dlg businesses acquired in 2
accounted for $35.1 million of the 2014 increaseacame store sales basis. Excluding 2014 sal&®1df5 million by businesses acquire
2014 and 2013, on a same store sales basis, sateased by $46.7 million, or 3.8%, from 2013. T¢ades increase is primarily the resul
increased sales by the Service Centers segmeri2of $nillion, IPS segment of $8.1 million, and S&fment of $16.5 million, on a sa
store sales basis. These increases are explaintieel g@gment discussions below.

GROSS PROFIT. Gross profit as a percentage of sleseased approximately 110 basis points to 283392014 compared to 30.0%

2013. This decrease is primarily the result of besses acquired in 2014 having a lower gross pefitentage of 24.8% than the 29.5% ¢
profit percentage for the remainder of DXP. On ma&atore sales basis, gross profit as a perceofag@es decreased by approximatel
basis points in 2014, to 29.5%, compared to 30.08the prior corresponding period. This declingrisnarily the result of an approximate :
basis point decline in 2014 in the gross profitcpatage for $209.9 million of 2014 sales of safetated products and services. The declii
the gross profit percentage to 33.9%, from 37.48@2@1 3, for safety related products and servicgsimarily the result of a decline in sale:
higher margin safety services work and equipmentaie primarily related to work over rigs in theSJand drilling and well completions
Canada. The decline in sales of safety servicesegnipment rentals to the upstream oil and gassingwas offset with increased sale:
lower margin safety products to industrial custosn@rhich contributed to the decline in the grossfippercentage. We believe our custon
purchased fewer services because of eliminatints doghe U.S. and limitations on the ability tarisport oil within Canada. We expect
decline in higher margin safety service sales ttngam oil and gas customers to continue due tdeikne in the rig count resulting from

significant decline in oil prices during the foudharter of 2014.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSE. Sellig, general and administrative expense for 2014as®d by approximate
$56.5 million, or 20.8%, when compared to 2013liSg| general and administrative expense by busegacquired in 2014 was $32.5 mill
Selling, general and administrative expense foussitipns that occurred in 2013 accounted for $#fiBion of the 2013 increase, on a st
store sales basis. Excluding 2014 expenses of $#48libn by businesses acquired in 2014 and 2018acame store sales basis, sel
general and administrative expenses increased 4yl $illion, or 5.2%. This increase is partiallyated to a $3.1 million, or 25.7%, increas
health care claims for 2014, and the 2013 $2.8onilteduction in selling, general and administratexpenses from eliminating DXP’s earn
out liability for the purchase of NatPro. This eaut is further discussed in Note 13 to the finahstatements. The remaining $8.2 mill
(3.0% of 2013 selling, general and administratixpemses) of the increase is consistent with th&3r&rease in sales on a same stores |
As a percentage of sales, the 2014 expense indregpeoximately 30 basis points on a same stoes $alsis due to the items described abov

IMPAIRMENT EXPENSE. DXP recognized an impairmenperse of $117.6 million during the fourth quarte2014. Impairment expense
$107.4 million is included in operating income fbe IPS segment. The remaining $10.2 million inampent expense is included in opera
income for the Service Centers segment. See Naaesl 8 of the Notes to Consolidated Financial &tatds.

OPERATING INCOME. Excluding impairment expense, i@ieg income for 2014 increased approximately $#ilion, or 4.0%, fron
$100.9 million to $104.9 million, compared to 20Businesses acquired in 2014 and 2013 (primarily)Bicounted for a $10.0 milli
increase in operating income, on a same store salsis. Excluding operating income from businesssiired and impairment exper
operating income decreased $6.0 million or 6.0%s Hecrease in operating income, on a same sttes basis, is primarily related to
decline in gross profit as a percentage of saldsfamincrease in SG&A previously discussed.

INTEREST EXPENSE. Interest expense for 2014 in@ddsy $6.5 million, or 103.7%, from 2013. The irage in interest expense \
primarily the result of increased borrowings toduwur January 2, 2014 acquisition of B27, LLC and ay 1,2014 acquisition of Machine
Tooling and Supply, LLC, further discussed in Nd8of the Notes to Consolidated Financial Statement
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INCOME TAXES. Our provision for income taxes, whielas at an effective rate of7.0%, differed from the U. S. statutory rate of4
primarily due to a mostly non-deductible impairmeifitgoodwill, state income taxes and nieductible expenses. Our effective tax ratt
2014 of 38.3%, before the effect of a mostly mauiuctible impairment of goodwill, increased froB148% from the prior corresponding peri
primarily as a result of increased state incomeetgense.

SERVICE CENTERS SEGMENT. Sales for the Service @mnincreased $102.7 million, or 11.6%, in 2014 parad to 2013. Sales

businesses acquired in 2014 accounted for $55IRBmif 2014 sales. Sales by businesses acquir@018 accounted for $25.3 million of
2013 increase, on a same store sales basis. Bxgl@0il4 sales of $80.6 million by businesses aequim 2014 and 2013, on a same si
sales basis, Service Centesgles increased $22.1 million, or 2.5%, on a saimes sales basis, from the prior correspondingog@eiThe
majority of the 2014 sales increase came from adrtiacrease in sales of pumps, bearings, industtipplies, metal working and saf
products to customers engaged in oilfield servideand gas exploration and production, mining, ofanturing and petrochemical process
We believe our customers increased purchases opragiucts and services primarily because of ineeasl production in the U.S duri
recent years and a modest improvement in the glerecmomy. Excluding year-tdate Service Centers segment operating income
acquired businesses of $7.6 million and 2014 inmpait expense of $10.2 million, Service Centers sggnoperating income for 20
decreased by $7.0 million partially as a resuliapproximate 70 basis point decline in grossitgpefcentage to 30.9%, from 31.6% for 2(
The decline in gross profit as a percentage ossale a same store sales basis, is primarily thdtref an approximate 360 basis point de«
in 2014 in the gross profit percentage for $199illian of 2014 sales of safety related products aadvices. The decline in the gross p
percentage to 34.7% for 2014, from 38.3% for 204Bsafety related products and services is prim#ne result of a decline in sales of hig
margin safety services work and equipment rentaisaily related to work over rigs in the U.S. athdlling and well completions in Cana
The decline in sales of safety services and equipmemtals to the upstream oil and gas industry aeffset with increased sales of lower ma
safety products to industrial customers, which Gbated to the decline in the gross profit percgataWe believe our customers purch:i
fewer safety services because of eliminating ciostse U.S. and limitations on the ability to trapgt oil to markets in Canada. We expec!
decline in higher margin safety service sales tamd gas customers to continue due to the dettlitiee rig count resulting from the signific.
decline in oil prices during the fourth quarter2®14. Excluding impairment expense, the declineperating income for Service Centers, 1
same store sales basis, was partially the restitteo2013 reduction in selling, general and adrtriziive expenses to eliminate DXP’s eaun-
liability related to the acquisition of NatPro, flaer discussed in Note 13 of the financial statedmen

SUPPLY CHAIN SERVICES SEGMENT. Sales for Supply @h&ervices increased by $16.5 million, or 11.2662014 compared to 20:
None of the 2014 or 2013 acquisitions contribut@ésto this segment. The increase in sales itetkta increases in sales to customers i
oil and gas, automotive, and general manufacturidgstries as well as sales to new customers in the&t mining and automotive industr
Operating income for the SCS segment increasedrillian, or 10.5%, from the prior correspondingripd primarily as a result of the 11.:
increase in sales.

INNOVATIVE PUMPING SOLUTIONS SEGMENT. Sales for lomative Pumping Solutions increased by $139.0 amllior 66.4%, in 201
compared to 2013. Sales by B27, acquired in 20dehunted for $121.2 million of 2014 sales. SaledNbyPro, acquired in 2013, accountec
$9.7 million of the 2013 increase, on a same stafes basis. Excluding 2014 sales of $130.9 millipiousinesses acquired in 2014 and Z
on a same stores sales basis, If8és increased $8.1 million, or 3.9%, on a samestsales basis, from the prior correspondingogefi he
sales increase primarily resulted from increasequit@iaspending by our oil and gas customers. Gposfit as a percentage of sales decline
27.9% for 2014 from 28.8% for 2013. Excluding thesiness acquired in 2014 and 2013, on a samestEes basis, gross profit as a percer
of sales for 2014 increased approximately 110 hagiists to 29.9%, from 28.8% for the prior corresging period. The increase in the gi
profit as a percentage of sales is primarily tisalteof an approximate 1,100 basis point improveniethe gross profit as a percentage of ¢
for NatPro. This improvement was the result of oigational changes made in connection with intéggaiNatPro with DXP. Excludir
impairment expense of $107.4 million, operatingoime for the IPS segment increased $17.4 million516%. Excluding 2014 and 2C
acquisitions and 2014 impairment expense, operatiogme increased $3.5 million, or 10.5%, on a satoees sales basis, from the
corresponding period. The increase in operatingrreis primarily the result of the increase in grpsofit.
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Year Ended December 31, 2013 compared to Year End&kcember 31, 2012

SALES. Sales for the year ended December 31, 20d@ased $144.4 million, or 13.2%, to approximatly241.5 million from $1,097
million in 2012. Sales by businesses acquired tB328ccounted for $63.7 million of 2013 sales. Shiebusinesses acquired in 2012 accol
for $75.9 million of the 2013 increase, on a sameeessales basis. Excluding 2013 sales of $139lliomby businesses acquired in 2012
2013, on a same store sales basis, sales incrbpseti8 million, or 0.4%, from 2012. An increaseseles in our IPS segment of $15.7,
same store sales basis, were mitigated by decrgmeas Service Centers segment and Supply Chawic®s segment of $2.2 million and $
million, on a same store sales basis, respectively.

GROSS PROFIT. Gross profit as a percentage of satesased to 30.0% for 2013 compared to 29.1%Herprior corresponding peri
primarily as a result of increased gross profittpaetages experienced by our Supply Chain ServitgsSarvice Center segments. The incr
in gross profit percentage in the Service Centgnmsat was primarily related to changes in produgt Bupply Chain Services segmengros
profit percentage increased primarily as a resudt change in customer mix.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSE. Sellig, general and administrative expense for 2013as®d by approximate
$42.9 million, or 18.8%, when compared to 2012liSgl general and administrative expense by busegacquired in 2013 was $10.0 mill
Selling, general and administrative expense fousttipns that occurred in 2012 accounted for $2Rillion of the 2013 increase, on a s
store sales basis. Excluding 2013 expenses of $8@#i6n by businesses acquired in 2012 and 20h3a same store sales basis, the reme
$10.4 million increase primarily related to incredsalaries, commissions, health claims and inseraremiums. As a percentage of sales
2013 expense increased to 21.9% from 20.8%, priiynasi a result of businesses acquired in 2012 848 having higher selling, general
administrative expenses as a percentage of sategared to the remainder of DXP.

OPERATING INCOME. Operating income for 2013 incre@$10.4 million, or 11.5%, from $90.5 million t4®0.9 million, compared to t
prior corresponding period. The increase is pritpaglated to the combination of the 13.2% increiasgales, and the increase in gross pro
a percentage of sales.

INTEREST EXPENSE. Interest expense for 2013 ina@édxy $0.7 million, or 13%, from 2012. The increas@terest expense was prima
the result of increased borrowings used to acduisnesses.

INCOME TAXES. Our provision for income taxes diféer from the U. S. statutory rate of 35% primarilyedo state income taxes and nor
deductible expenses. Our effective tax rate for326f136.4% decreased from 40% from the prior cgoesing period, primarily as a result
lower accruals for state income taxes and the effethe $2.8 million of income from reversing thecrual for an earput related to tr
acquisition of Natpro. The income is accountedaf®a permanent difference for tax purposes.

SERVICE CENTERS SEGMENT. Sales for the Service @wmntincreased $105.8 million, or 13.6% in 2013 carag to the pric
corresponding period. Sales by businesses acqinr213 accounted for $31.6 million of 2013 sal8ales by businesses acquired in :
accounted for $75.9 million of the 2013 increase,acsame store sales basis. Excluding 2013 sal$$03%.5 million by businesses acqu
2012 and 2013, on a same stores sales basis, &@witerssales decreased $2.2 million, or 0.3%, on a saotesssales basis, from the p
corresponding period. This sales decrease is plimie result of decreased sales of metal workamgl bearing and power transmis:
products to manufacturers of oil field equipmenithdugh sales remained consistent with the prioresponding period, gross profit increa
$8.7 million, after excluding 2012 and 2013 acdigsis, on a same store sales basis. This increasemmarily due to changes in product
Operating income for the Service Centers segmenéased $18.2 million, or 20.5%. Excluding 2012 2Ad3 acquisitions, operating inca
increased $8.9 million, or 10.1%, on a same stsaéss basis, from the prior corresponding peridds Thcrease was primarily attributable
the increased gross profit mentioned above.

SUPPLY CHAIN SERVICES SEGMENT. Sales for Supply ©h3ervices decreased by $8.7 million, or 5.6%2043 compared to the pr
corresponding period. None of the 2012 or 2013 sdttpns contributed sales to this segment. Thaabese in sales is related to decline
sales to customers in the automotive and truck faatwring markets. Operating income for the SCSrsag remained constant with the p
corresponding period despite the decrease in dakeso slightly increased gross margin. The in@exdsggross margin is primarily related t
change in customer mix.
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INNOVATIVE PUMPING SOLUTIONS SEGMENT. Sales for lomative Pumping Solutions increased by $47.4 mmllior 29.3%, in 201
compared to the prior corresponding period. Sajea business acquired in 2013 accounted for $33libmof 2013 sales. None of the 2(
acquisitions contributed sales to this segmentluging 2013 sales of $32.1 million by businesseguaed in 2013 on a same stores ¢
basis, IPSsales increased $15.7 million, or 9.7%, on a saores sales basis, from the prior correspondin@gefhe sales increase resu
from increased capital spending by our oil andayas mining customers. Gross profit as a percertgales declined to 28.8% for 2013 fr
31.3% for 2012. Excluding the business acquire20ibh3, gross profit for 2013 was 31.5%, which isagee than the 31.3% for 2012. Opera
income for the IPS segment increased $1.7 millwr§.2%. Excluding the 2013 acquisition, operafimpme increased $1.2 million, or 3.¢
primarily as a result of the increase in sales.

Pro Forma Results

The pro forma unaudited results of operations lier Company on a consolidated basis for the twelwaths ended December 31, 2014
2013, assuming the acquisition of businesses cdeatbla 2014 and 2013 (previously discussed in lfeusinesg were consummated as
January 1, 2013 are as followm (millions, except per share amouits

Years Ended
December 31,
2014 2013
1,51
(45

Net sales $ $

Net income (loss $ $

Per share dat

Basic earnings (los: $ (3.08 $ 4.9(
Diluted earnings (loss $ (3.08 $ 4.6¢

1,49¢
7!

The pro forma unaudited results of operations lier Company on a consolidated basis for the twelgaths ended December 31, 2013
2012, assuming the acquisition of businesses cdeatpbla 2013 and 2012 (previously discussed in lfeusinesg were consummated as
January 1, 2012 are as followm (millions, except per share amouits

Years Ended
December 31,

2013 2012
Net sales $ 1,28¢ $ 1,28(
Net income (loss $ 62 $ 5t
Per share dat
Basic earnings (los: $ 4.2¢ $ 3.8t
Diluted earnings (loss $ 4.0t $ 3.62

Liquidity and Capital Resources
General Overview

As a distributor of MRO products and services, aguire significant amounts of working capital temduinventories and accounts receive
Additional cash is required for capital items swah information technology, warehouse equipmentamebrking equipment and capi
expenditures for our safety products and serviegsgory. We also require cash to pay our leasgatiins and to service our debt.
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We generated approximately $98.7 million of casbperating activities in 2014 as compared to gamgr&$82.2 million in 2013. This chan
between the two years was primarily attributabléhtochanges in working capital and noncash traiosec

During 2014 we paid $300.8 million in cash, net$¥.3 million of cash acquired, and $4.0 million dammon stock for two busines
compared to paying $61.2 million in cash, net afi$@illion of cash required, for the purchase afrfbusinesses during 2013.

We purchased approximately $11.1 million of capéssets during 2014 compared to $7.7 million fdt30Capital expenditures during 2!
were related primarily to transportation equipmeaimputer equipment, computer software, productignipment, metalworking equipme
inventory handling equipment, safety rental equiptrand building and leasehold improvements. Capitaenditures for 2015 are expecte
be within the range of capital expenditures du@fg?2 through 2014.

At December 31, 2014, our total long-term debt|udimg the current portion, was $411.5 million,62.9% of total capitalization (total long-
term debt including current portion plus sharehdtequity) of $654.5 million. Approximately $405.9 tioh of this outstanding debt be
interest at various floating rates. Therefore,ragxample, a 200 basis point increase in intee#sswould increase our annual interest exg
by approximately $8.1 million.

Our normal trade terms for our customers requisar@nt within 30 days of invoice date. In resporessedmpetition and customer demand:
will offer extended terms to selected customerdiwgibod credit history. Customers that are finahcisirong tend to request extended te
more often than customers that are not financitigng. Many of our customers, including compatiged in the Fortune 500, do not pay
within stated terms for a variety of reasons, idolg a general business philosophy to pay vendotata as possible.

During 2014, the amount available to be borrowedenrour credit facility decreased from $154.1 roilliat December 31, 2013, to $&
million at December 31, 2014. This decrease inlaldity primarily resulted from borrowings to furttle acquisition of B27 and the Januat
2014 amendment and restatement of our credit fiacilVe believe that the liquidity of our balanceeshand credit facility at December
2014 provides us with the ability to meet our watkcapital needs, scheduled principal paymentstadagxpenditures and Series B convert
preferred stock dividend payments during 2015.

Credit Facility

On July 11, 2012, DXP entered into a credit facilitith Wells Fargo Bank National Association, asuisg Lender, Swingline Lender ¢
Administrative Agent for the lenders (as amendéd, “Original Facility”). On January 2, 2014, the Company entered into annéled: an
Restated Credit Agreement with Wells Fargo Banktidwal Association, as Issuing Lender and Admiaiste Agent for other lenders (1
“Facility”), amending and restating the OriginalcHy.

The Facility provides a term loan and a $350 millievolving line of credit to the Company. At Ded#n 31, 2014 the term loan componer
the facility was $212.5 million. The Facility expg on January 2, 2019.

The Facility provides the option of interest at OR (or CDOR for Canadian dollar loans) plus an impple margin ranging from 1.25%
2.50% or prime plus an applicable margin from 0.28%.50% where the applicable margin is determingthe Company leverage ratio .
defined by the Facility as of the last day of thlsedl quarter most recently ended prior to the déteorrowing. Commitment fees of 0.20%
0.45% per annum are payable on the portion of mlify capacity not in use at any given time oe time of credit. Commitment fees
included as interest in the consolidated statemaritecome.

On December 31, 2014, the LIBOR based rate of #uodify was LIBOR plus 2.00%, the prime based w@téhe Facility was prime plus 1.00
and the commitment fee was 0.35%. At December 814 2$405.9 million was borrowed under the Fac#itya weighted average interest
of approximately 2.2% under the LIBOR options. Aédember 31, 2014, the Company had $51.0 millionlahia for borrowing under tt
Facility.
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At December 31, 2014, the Facility’s principal firtéal covenants included:

Consolidated Leverage Ratio — The Facility requites the Compang’ Consolidated Leverage Ratio, determined at tlileofreach fisci
guarter, not exceed 3.25 to 1.0 as of the lastafaach quarter. The Consolidated Leverage Ratieimed as the outstanding indebted
divided by Consolidated EBITDA for the period olifoconsecutive fiscal quarters ending on or imntetligorior to such date. Indebtednes
defined under the Facility for financial covenantryoses as: (a) all obligations of DXP for borrowmdney including but not limited
obligations evidenced by bonds, debentures, nategher similar instruments; (b) obligations to pdsferred purchase price of propert
services; (c) capital lease obligations; (d) olilmas under conditional sale or other title retentagreements relating to property purchase
issued and outstanding letters of credit; anddfjtingent obligations for funded indebtedness. At&@nber 31, 2014, the Compasy’everag
Ratio was 2.90 to 1.00.

Consolidated Fixed Charge Coverage Rafite-Facility requires that the Consolidated Fixdw@e Coverage Ratio on the last day of
quarter be not less than 1.25 to 1.0 with “Consdéd Fixed Charge Coverage Ratitgfined as the ratio of (a) Consolidated EBITDA tiog
period of 4 consecutive fiscal quarters endingwrhsdate minus capital expenditures during suclogdexcluding acquisitions) minus inco
tax expense paid minus the aggregate amount oictest payments defined in the agreement to (b)ritexest expense paid in cash, schec
principal payments in respect of long-term debt #redcurrent portion of capital lease obligatiooasguch 12nonth period, determined in e:
case on a consolidated basis for DXP and its siasiveid. At December 31, 2014, the Company's Cotiatdd Fixed Charge Coverage R
was 2.07 to 1.00.

Asset Coverage Ratio —The Facility requires thatAkset Coverage Ratio at any time be not lessIt@ato 1.0 with “Asset Coverage Ratio”
defined as the ratio of (a) the sum of 85% of reants receivable plus 65% of net inventory totlie) aggregate outstanding amount o
revolving credit on such date. At December 31, 2@lid Company's Asset Coverage Ratio was 1.44t 1.

Consolidated EBITDA as defined under the Facildy financial covenant purposes means, without dafibn, for any period the consolida
net income of DXP plus, to the extent deductedaleudating consolidated net income, depreciatiomprization (except to the extent that s
non-cash charges are reserved for cash charges taken in the future), nozash compensation including stock option or retstricstoc
expense, interest expense and income tax expentexés based on income, certain ¢ing costs associated with our acquisitions, iraggr
costs, facility consolidation and closing costsyesance costs and expenses, wdibgvn of cash expenses incurred in connection wit
existing credit agreement and extraordinary logses interest income and extraordinary gains. ateted EBITDA shall be adjusted to g
pro forma effect to disposals or business acqaisitiassuming that such transaction(s) had occomrdtle first day of the period excluding
income statement items attributable to the asge¢sjaity interests that is subject to such dispmsiimade during the period and including
income statement items attributable to propertgaurity interests of such acquisitions permittedauriie Facility.
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The following table sets forth the computationiué t everage Ratio as of December 31, 20iMtliousands, except for ratids

For the Twelve Months ended Leverage
December 31, 2014 Ratio
Loss before taxe $ (25,556
Interest expens 12,79
Depreciation and amortizatic 35,07¢
Impairment expens 117,56¢
Stock compensation exper 3,56(
Pro forma acquisition EBITD; 85C
Other adjustments (250
(A) Defined EBITDA $ 144,04
As of December 31, 201
Total lon¢-term debt, including current maturiti $411,51
Outstanding letters of credit 5,68(
(B) Defined indebtedness $417,19
Leverage Ratio (B)/(A) 2.9C
The following table sets forth the computation g Asset Coverage Ratio as of December 31, 2@1thpusands, except for ratidps
Credit facility outstanding balant $ 193,44
Defined indebtedness $ 193,44
Accounts receivable, n 239,23 85% $ 203,35
Inventory 115,65¢ 65% 75,17¢
$ 278,52
1.44

Asset Coverage Rat

Borrowings (in thousands)

December 31, 201. December 31, 201 Increase (Decrease
Current portion of lon-term deb $ 38,60 $ 26,21 $ 12,39
Long-term debt, less current portion 372,90¢ 168,37. 204,53¢
Total long-term debt $ 411,51 $ 194,58 $ 216,9312
Amount available $ 50,9551 $ 154,124 $ (103,16¢

(1) Represents amount available to be borrowetieatridicated date under the Facility. The decréaske amount available is primarily 1
result of borrowings to fund the acquisition of B&7d the January 2, 2014 amendment to and restatefhe Original Facility

(2) The increase in lo-term debt is primarily the result of funds borrowedicquire B27
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Performance Metrics (in days;
Three Months Ended December 31,
Increase
2014 2013 (Decrease’

5.€

Days of sales outstandii 64.5 58.
8. 1.2

Inventory turns 9.t

(el {q]

Accounts receivable days of sales outstanding w#4re days at December 31, 2014 compared to 58 9 atayecember 31, 2013. The 5.6 ¢
increase resulted primarily from our B27 acquisitibat has more days sales in receivables. Inwetons were 9.5 times at December
2014 compared to 8.3 times at December 31, 2018.slight increase is primarily related to our asgign of B27 that has higher invent
turns.

Three Months Ended December 31
Increase
2013 2012 (Decrease)

57.2

Days of sales outstandii 5 1.
8.C 0.

Inventory turns

[¢SI{e)
[¢SREN

8.
8.

Accounts receivable days of sales outstanding ®w8r@ days at December 31, 2013 compared to 57.2 @alapecember 31, 2012. The sl
increase resulted from higher than average daysales outstanding at our 2012 acquisitions. Howethés increase was partially offset
improvements on days of sales outstanding exclug@i acquisitions on a same store sales basisniory turns were 8.3 at December
2013 and 8.0 at December 31, 2012. The increasevémtory turns primarily resulted from the acqti@sis of Industrial Paramedic Servi
and HSE which have very little inventory.

Funding Commitment

We believe our cash generated from operations aaithhle under our credit facility will meet ourrmeal working capital needs during the r
twelve months. However, we may require additiorethtdoutside of our credit facility or equity findng to fund potential acquisitions. St
additional financings may include additional bardbtor the public or private sale of debt or equ@igurities. In connection with any s
financing, we may issue securities that substaytitillute the interests of our shareholders. We matybe able to obtain additional financing
attractive terms, if at all. Refer to the Contratt®bligations table below.

Share Repurchases

On December 17, 2014, DXP publicly announced ahaaization from the Board of Directors that allo@¥XP from time to time to purcha
up to 400,000 shares of DXP's common stock ovan@dths. Purchases could be made in open markatpinvately negotiated transactic
As of March 16, 2015, DXP has purchased 191,426eshaf DXP’s common stock at an average price 6f53lunder this authorization.

On May 7, 2014, the Board of Directors authorizeXfOfrom time to time to purchase up to 200,000 ebaf DXP's common stock over
months. DXP publicly announced the authorizationMay 14, 2014. Purchases could be made in openeanarkin privately negotiatt
transactions. During 2014, DXP purchased 200,0@8@eshof DXP’s common stock at an average pricés®8f2¥ under this authorization.
During 2013, DXP purchased 5,400 shares of DXPisroon stock at an average price of $56.25.

During 2012, DXP purchased 76,300 shares of DXBrsmon stock at an average price per share of $44.82
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Contractual Obligations

The impact that our contractual obligations as e€&@mber 31, 2014 are expected to have on our itguadd cash flow in future periods is
follows (in thousand$:

Payments Due by Perioc

35 More than 5
Less than 1 Yeal 1-3 Years Years Years Total
Long-term debt, including current porti(®) $ 38,60 $ 114,18 $ 257,73 $ 99 $ 41151
Operating lease obligatiol 26,99¢ 37,41 14,90¢ 8,34¢ 87,66¢
Estimated interest paymerits 4,33¢ 5,47 782 17 10,60¢
Total $ 69,94 $ 157,07, $ 273,41 $ 935 $ 509,78

(1) Amounts represent the expected cash paymemtsrdbng-term debt and do not include any faiueahdjustment.

(2) Assumes interest rates in effect at DecembeP@14. Assumes debt is paid on maturity date andaplaced. Does not include interest on
the revolving line of credit as borrowings undes facility fluctuate. The amounts of interest imedrfor borrowings under the revolving lines
of credit were approximately $3.0 million, $1.9 lwih and $2.3 million for the years ended 2014,2@hd 2012, respectivel

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not pariEpin transactions that generate relationshiph witconsolidated entities or finant
partnerships, such as entities often referred tstrastured finance or special purpose entitie®E'S"), which would have been establishel
the purpose of facilitating offalance sheet arrangements or other contractuattpw or limited purposes. As of December 31, 20l wert
not involved in any unconsolidated SPE transactions

The Company has not made any guarantees to cust@meendors nor does the Company have any offabalaheet arrangements or
commitments, that have, or are reasonably likelyaee, a current or future effect on the Compafigancial condition, change in financial
condition, revenue, expenses, results of operatlmngdity, capital expenditures or capital restes that are material to investors.

Indemnification

In the ordinary course of business, DXP enters autotractual arrangements under which DXP may agréedemnify customers from a
losses incurred relating to the services we perf@uoch indemnification obligations may not be sabje maximum loss clauses. Historice
payments made related to these indemnities haveiberaterial.

DISCUSSION OF CRITICAL ACCOUNTING POLICIES

Critical accounting policies are those that arehbabst important to the portrayal of a companfjhancial position and results of operatis
and require managemesitsubjective or complex judgments. These policeagehbeen discussed with the Audit Committee ofBbard o
Directors of DXP.

Receivables and Credit Ri

Trade receivables consist primarily of uncollateed customer obligations due under normal tradagewhich usually require payment wit
30 days of the invoice date. However, these payiteents are extended in select cases and custonagraah pay within stated trade terms.

The Company has trade receivables from a divedsifiestomer base located primarily in the Rocky Maim Northeastern, Midweste
Southeastern and Southwestern regions of the UStates, and Canada. The Company believes no is@mtifconcentration of credit ri
exists. The Company evaluates the creditworthioé#s customers' financial positions and monitacsounts on a regular basis, but gene
does not require collateral. Provisions to thewvedince for doubtful accounts are made monthly arjdsadents are made periodically
circumstances warrant) based upon management’sebistate of the collectability of such accountee TCompany writesff uncollectible
trade accounts receivable when the accounts agentieed to be uncollectible. No customer represerte than 10% of consolidated sales.
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Uncertainties require the Company to make freqjhgments and estimates regarding a custasraility to pay amounts due in orde
assess and quantify an appropriate allowance fobtfid accounts. The primary factors used to qdantie allowance are custon
delinquency, bankruptcy, and the Compangstimate of its ability to collect outstandingawables based on the number of days a rece
has been outstanding.

The majority of the Company’s customers operatth@energy industry. The cyclical nature of theustdy may affect customersperating
performance and cash flows, which could impact@bepany’s ability to collect on these obligations.

The Company continues to monitor the economic dknirawhich its customers operate and the agintsafccounts receivable. The allowa
for doubtful accounts is based on the aging of astand an individual assessment of each invéitBecember 31, 2014, the allowance
3.5% of the gross accounts receivable, compareghtallowance of 4.5% a year earlier. While credgsks have historically been wit
expectations and the provisions established, shasilthl write-offs differ from estimates, revisiadnsthe allowance would be required.

Impairment of Goodwill and Other Indefinite Intablg Asset:

The Company tests goodwill and other indefinitediintangible assets for impairment on an annusikbia the fourth quarter and when ev
or changes in circumstances indicate that the icayrgmount may not be recoverable. The Companymrsdhe carrying value of the
intangible assets to its "reporting units" and &ggpthe test for goodwill at the reporting unitdévA reporting unit is defined as an opera
segment or one level below a segment (a "componénthie component is a business and discrete imédion is prepared and reviev
regularly by segment management.

The Companys goodwill impairment assessment first requireduatang qualitative factors to determine if a repag unit's carrying valt
would more likely than not exceed its fair valuethe Company concludes, based on the qualitaggessment, that a reporting unit's carr
value would more likely than not exceed its failuea the Company would perform a twtep quantitative test for that reporting unit. Wtz
guantitative assessment is performed, the firgt &eto identify a potential impairment, and thes®l step measures the amount ol
impairment loss, if any. Goodwill is deemed to bpaired if the carrying amount of a reporting iioodwill exceeds its estimated fair va
During the fourth quarter ended December 31, 2€HelCompany performed its annual goodwill impairtrtest using a quantitative appro
and recognized a goodwill impairment of $117.6 ionill(see Note 8). No impairment of goodwill wasuiegd in 2013 or 2012.

The Company determines fair value using widely ptax valuation techniques, including discountedhdlsvs and market multiples analys
and through use of independent fixed asset valudiions, as appropriate. These types of analysedgago uncertainties as they reqt
management to make assumptions and to apply judgmegarding industry economic factors and theigadofity of future business strategi
The Companys policy is to conduct impairment testing basedcarrent business strategies, taking into consigeraturrent industry ar
economic conditions, as well as the Compariyture expectations. Key assumptions used inigeounted cash flow valuation model inclt
among others, discount rates, growth rates, caghgtojections and terminal value rates. Discoat¢s and cash flow projections are the |
sensitive and susceptible to change as they regigrgficant management judgment. Discount ratesda&termined using a weighted ave
cost of capital (“WACC"). The WACC considers marlkat industry data, as well as Compapecific risk factors for each reporting uni
determining the appropriate discount rate to belu$be discount rate utilized for each reportingt s indicative of the return an inves
would expect to receive for investing in a simitarsiness. Management uses industry consideratiotiSCampanyspecific historical ar
projected results to develop cash flow projectiflyseach reporting unit. Additionally, as part betmarket multiples approach, the Comg
utilizes market data from publicly traded entitigsose businesses operate in industries comparalhe tCompanyg reporting units, adjust
for certain factors that increase comparability.
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The Company cannot predict the occurrence of evantircumstances that could adversely affect #ievialue of goodwill. Such events n
include, but are not limited to, deterioration & teconomic environment, increase in the Comawgighted average cost of capital, mat
negative changes in relationships with significamtomers, reductions in valuations of other pubtimpanies in the Comparsyindustry, ¢
strategic decisions made in response to econonticcampetitive conditions. If actual results are oonsistent with the Comparsycurren
estimates and assumptions, impairment of goodwillat be required.

Impairment of Lon-Lived Assets, Excluding Goodwill

The Company tests loniyed assets or asset groups for recoverabilitaomnnual basis and when events or changes imtstances indica
that their carrying amount may not be recovera@liecumstances which could trigger a review includet are not limited to: significa
decreases in the market price of the asset; stgmifiadverse changes in the business climate alfizgfors; accumulation of costs significa
in excess of the amount originally expected forabguisition or construction of the asset; curgmriod cash flow or operating losses comb
with a history of losses or a forecast of contiguiosses associated with the use of the assetcuament expectation that the asset will n
likely than not be sold or disposed significantlgfdre the end of its estimated useful life. Recabiity is assessed based on the car
amount of the asset and its fair value which isegalty determined based on the sum of the undigedurash flows expected to result from
use and the eventual disposal of the asset, asawalbecific appraisal in certain instances. Anaiimpent loss is recognized when the carr
amount is not recoverable and exceeds fair valeeinipairment was recorded for property and equigraed intangible assets with indefir
or determinable lives during 2014, 2013 and 2012.

Revenue Recognitic

For binding, longterm agreements to fabricate tangible assets tomas specifications, the Company recognizes ree®nising the percente
of completion method. Under this method, revenues@cognized as costs are incurred and includ@atsid profits calculated on the basi
the relationship between costs incurred and tatiimated costs at completion. Changes in estimptefitability may periodically result

revisions to revenue and expenses and are recagimizée period such revisions become probablat Hny time expected costs exceec
value of the contract, the loss is recognized imatety. Revenues of approximately $65.9 million2%L million, and $15.9 million we
recognized on contracts in process for the yeategtDecember 31, 2014, 2013, and 2012, respectiVhlytypical time span of these contr
is approximately one to two years.

For other sales, the Company recognizes revenues ah agreement is in place, the price is fixald for product passes to the custome
services have been provided and collectabilitg@&sonably assured. Revenues are recorded neesftaaes.

The Company reserves for potential customer retbasged upon the historical level of returns. Resefor customer accounts were $0.2
$0.1 million at December 31, 2014 and 2013, resypelgt

Self-insured Insurance and Medical Claims
We generally retain up to $100,000 of risk for ealzim for workers compensation, general liabiliytomobile and property loss. We aci
for the estimated loss on the selured portion of these claims. The accrual isistéjd quarterly based upon reported claims infdonaf he

actual cost could deviate from the recorded esémat

We generally retain up to $250,000 of risk on eawddical claim for our employees and their depersleWte accrue for the estima
outstanding balance of unpaid medical claims faremployees and their dependents. The accrualjustad monthly based on recent cls
experience. The actual claims could deviate fropemeclaims experience and be materially diffefeorh the reserve.

The accrual for these claims at December 31, 288142813 was approximately $2.9 million and $2.lionil respectively.
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Purchase Accountin

DXP estimates the fair value of assets, includirgpprty, machinery and equipment and their relataful lives and salvage values, intangi
and liabilities when allocating the purchase pof@an acquisition. The fair value estimates areettped using the best information availa
Third party valuation specialists assist in valuthg Companys significant acquisitions. Our purchase pricectmn methodology contai
uncertainties because it requires management te@ rasgumptions and to apply judgment to estimatefainevalue of acquired assets
liabilities. Management estimates the fair valueas$ets and liabilities based upon quoted marke¢grthe carrying value of the acqu
assets and widely accepted valuation techniquekidimg the income approach and the market apprddcanticipated events or circumstar
may occur which could affect the accuracy of our ¥alue estimates, including assumptions regardidgstry economic factors and busir
strategies. We typically engage an independenttialu firm to assist in estimating the fair valdegoodwill and other intangible assets. W
not expect that there will be material change aftiture estimates or assumptions we use to coeiletpurchase price allocation and estil
the fair values of acquired assets and liabilit@sthose acquisitions completed in fiscal 2018¢dil 2013 and fiscal 2014. However, if ac
results are not consistent with our estimates suragtions, we may be exposed to losses or gaihsab&l be material.

Income Taxe

The Company utilizes the asset and liability metbbdccounting for income taxes. Deferred incomeassets and liabilities are computec
differences between the financial statement andnrec tax bases of assets and liabilities. Such @efeincome tax asset and liabi
computations are based on enacted tax laws and agiglicable to periods in which the differences axpected to reverse. Valual
allowances are established to reduce deferred iadcamassets to the amounts expected to be reaiimbat a more likely than not criterion.

Accounting for Uncertainty in Income Ta»

A position taken or expected to be taken in a &wrn is recognized in the financial statementsmihés more likely than not (i.e. a likeliho
of more than fifty percent) that the position woblkel sustained upon examination by tax authoriie®cognized tax position is then measi
at the largest amount of benefit that is greatantfifty percent likely of being realized upon niate settlement. The Company anc
subsidiaries file income tax returns in the U.S$lefal jurisdiction and various states. With feweptions, the Company is no longer subje
U. S. federal, state and local tax examinationaxyauthorities for years prior to 2008. The Compapglicy is to recognize interest relate
unrecognized tax benefits as interest expense enaltes as operating expenses. The Company beltbaé it has appropriate support for
income tax positions taken and to be taken oraisréturns and that its accruals for tax liabisitere adequate for all open years based

assessment of many factors including past expexiand interpretations of tax law applied to thedad each matter.

RECENT ACCOUNTING PRONOUNCEMENTS

In May 2014, the FASB issued ASU No. 2014*Revenue from Contracts with Customer§.he ASU will supersede most of the exis
revenue recognition requirements in U.S. GAAP aiili require entities to recognize revenue at an ambdhat reflects the consideratior
which the Company expects to be entitled in excbhdngtransferring goods or services to a custoifiee. new standard also requires expa
disclosures regarding the qualitative and quantéahformation of an entity nature, amount, timing and uncertainty of revesmgt cash flown
arising from contracts with customers. The proneument is effective for annual reporting periodsibeigg after December 15, 20
including interim periods within that reporting et and may be applied retrospectively or througtumulative effect adjustment as of
start of the first period for which the new startapplies, with early application prohibited. Then@any is currently evaluating the impact
pronouncement will have on the consolidated finalnstiatements and related disclosures.
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Inflation

We do not believe the effects of inflation have angterial adverse effect on our results of openatior financial condition. We attempt
minimize inflationary trends by passing manufaatyméce increases on to the customer wheneveripadde.

ITEM 7A. Quantitative and Qualitative Disclosures about MarkRisk

Our market risk results primarily from volatility interest rates. Our exposure to interest rakerekates primarily to our debt portfolio. Us
floating interest rate debt outstanding at Decen8ier2014, a 100 basis point increase in interastsrwould increase our annual inte
expense by approximately $4.1 million. Also seeskRiractors,'included in Item 1A of this Report for additionddk factors associated w
our business.

The table below provides information about the Camyps market sensitive financial instruments andstitutes a forward-looking statement.

Principal Amount By Expected Maturity
(in thousands, except percentag

2015 2016 2017 2018 2019 There-after Total Fair Value
Fixed Rate Long- term $ 1,10¢ $ 83 $ 85¢ $ 88,  $194,35( $ 99 $199,01! $ 199,01
Debt
Fixed InterestRate 2.9% 2.9% 2.9% 2.9% 2.9% 2.9% - -
Floating Rate
Long-term Debt $37,50( $50,00( $62,50( $62,50( - - $212,50! $ 212,50
Average Interest
Rate (1) 2.17% 2.17% 2.17% 2.17% - - - -
Total Maturities $38,60¢ $50,83: $63,35¢ $63,38:  $194,35! $  99( $411,51 $ 411,51

(1) Assumes weighted average floating interessrim@ffect at December 31, 20:
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON FINANCIAL STATEMENTS
Board of Directors and Shareholders
DXP Enterprises, Inc. and Subsidiaries

We have audited the accompanying consolidated balaimeet of DXP Enterprises, Inc. (a Delaware gatfum) and subsidiaries (1
“Company”) as of December 31, 2014, and the relatetsolidated statements of income (loss) and cehgmsive income (loss), shareholder:
equity, and cash flows for the year ended DecerBbeR014. These financial statements are the resipbty of the Companys managemet
Our responsibility is to express an opinion on ¢hisancial statements based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight ilfq@nited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether the finastééments are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigled and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeneferred to above present fairly, in all materespects, the financial position of D
Enterprises, Inc. and subsidiaries as of Decembg2@14, and the results of their operations aed tash flows for the year ended Decer
31, 2014 in conformity with accounting principlesngrally accepted in the United States of America.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@united States), the Company’
internal control over financial reporting as of Bawer 31, 2014, based on criteria established én2®il3Internal Control—ntegratec
Frameworkissued by the Committee of Sponsoring Organizatiwinthe Treadway Commission (COSO), and our repgated March 1
2015 expressed an unqualified opinion on the dffeess of DXP Enterprises, Inc.’s internal contneér financial reporting.

/sl GRANT THORNTON LLP

Houston, Texas
March 16, 2015
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REPORT OF INDEPENDENT REGISTERED PuBLIC ACCOUNTING FIRM ON INTERNAL CONTROLS
Board of Directors and Shareholders
DXP Enterprises, Inc. and Subsidiaries

We have audited the internal control over finanaigborting of DXP Enterprises, Inc. (a Delaware pooation) and subsidiaries (
“Company”) as of December 31, 2014, based on @itestablished in the 201®iternal Control—Integrated Frameworissued by th
Committee of Sponsoring Organizations of the Tremad@ommission (COSO). The Compamyhanagement is responsible for maintai
effective internal control over financial reportiagd for its assessment of the effectiveness efrial control over financial reporting, incluc
in the accompanying ManagemenReport on Internal Control over Financial RepaytiOur responsibility is to express an opiniontioe
Company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight ilfq@nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, testing and etiafuthe design and operating effectiveness ofriraiecontrol based on the assessed risk
performing such other procedures as we considezeessary in the circumstances. We believe thahadit provides a reasonable basis fol
opinion.

A companys internal control over financial reporting is @ess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial statetmdor external purposes in accordance with gelyemicepted accounting principles
companys internal control over financial reporting inclgddose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoasizations of management :
directors of the company; and (3) provide reasanalskurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or @ttmisstatements. Also, projections of
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fic&l reporting as of December 31, 2(
based on criteria established in the 201t8rnal Control—Integrated Framewoitsued by COSO.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@wnited States), the consolids
financial statements of the Company as of and Heryear ended December 31, 2014, and our repceti ddarch 16, 2015 expressed
unqualified opinion on those financial statements.

/sl GRANT THORNTON LLP
Houston, Texas

March 16, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON FINANCIAL STATEMENTS

To the Board of Directors and Shareholders of
DXP Enterprises, Inc. and Subsidiaries
Houston, Texas

We have audited the accompanying consolidated balaheet of DXP Enterprises, Inc. and Subsidiaagesf December 31, 2013, and
related consolidated statements of income and celmepisive income, shareholdeegjuity and cash flows for each of the two yearshe
period ended December 31, 2013. These consoliditedcial statements are the responsibility of thempanys management. C
responsibility is to express an opinion on thegesobidated financial statements based on our audits

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on altasis, evidence supporting the amounts and disas in the financial statements. An a
also includes assessing the accounting princigled and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaemreferred to above present fairly, in all materéspects, the financial position of D
Enterprises, Inc. and Subsidiaries as of Decembgl@13, and the results of their operations aed ttash flows for each of the two year
the period ended December 31, 2013, in conformitly W.S. generally accepted accounting principles.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@nited States), DXP Enterpris
Inc and Subsidiaries internal control over finahcéporting as of December 31, 2013, based on titeria established itnternal Contro—

Integrated Frameworissued by the Committee of Sponsoring Organizatidrie Treadway Commission in 1992, and our regatéd Marc
11, 2014, expressed an unqualified opinion on tfezveness of DXP Enterprises, Inc.’s internahirol over financial reporting.

Hein & Associates LLP
Houston, Texas

March 11, 2014
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REPORT OF INDEPENDENT REGISTERED PuUBLIC ACCOUNTING FIRM ON INTERNAL CONTROLS

To the Board of Directors and Shareholders of
DXP Enterprises, Inc. and Subsidiaries
Houston, Texas

We have audited DXP Enterprises, Iscinternal control over financial reporting as oéd@mber 31, 2013, based on criteria establish
Internal Control—ntegrated Framework issued by the Committee ofnSpong Organizations of the Treadway Commissioi982. DXF
Enterprises, Incs management is responsible for maintaining effecititernal control over financial reporting and fts assessment of 1
effectiveness of internal control over financigbeeting included in the accompanying ManagenseRt&port on Internal Control over Finan
Reporting. Our responsibility is to express amagi on the Company’s internal control over finahceporting based on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversightid&@nited States). Those standi
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, and testing aath&ing the design and operating effectivenesgtefnal control based on the asse
risk. Our audit also included performing such otheocedures as we considered necessary in thentitances. We believe that our a
provides a reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial statetsidor external purposes in accordance with gelyeeadcepted accounting principles.
companys internal control over financial reporting inclgddose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management
directors of the company; and (3) provide reasanalsurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtwver financial reporting may not prevent or détmisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, DXP Enterprises, Inc. maintainadall material respects, effective internal contreér financial reporting as of December
2013, based on criteria establishedrternal Control—Integrated Framewoliksued by the Committee of Sponsoring Organizatufnthe
Treadway Commission in 1992,

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolids
balance sheet of DXP Enterprises, Inc. as of Deee®b, 2013, and the related consolidated statenzénhcome and comprehensive inca

shareholders2quity, and cash flows for each of the years inttheeyear period ended December 31, 2013 and @artreated March 11, 20
expressed an unqualified opinion.

Hein & Associates LLP
Houston, Texas

March 11, 2014
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DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

December 31, 201.

December 31, 201

ASSETS
Current assets
Cash $ 4 $ 5,46
Trade accounts receivable, net of allowances fabtfal accounts of $8,713 in

2014 and $8,798 in 20! 239,23t 186,85:

Inventories 115,65¢ 105,27:
Costs and estimated profits in excess of billing:

uncompleted contrac 20,08: 6,48
Prepaid expenses and other current a: 3,00¢ 2,69:
Deferred income taxe 8,25( 7,718
Total current asset: 386,27¢ 314,48
Property and equipment, r 69,97¢ 58,25:
Goodwill 253,31 188,11(
Other intangible assets, net of accumulated anaditiz of $66,412 in 2014 anc
$44,410 in 201 130,33: 69,72:
Other lon¢term asset 4,44¢ 6,04:

Total assets $ 844,34 $ 636,61

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:

Current maturities of lor-term debt $ 38,60 $ 26,21
Trade accounts payak 100,77- 78,85
Accrued wages and benef 26,96 20,47:

Federal income taxes payal 8,13( 853
Customer advance 4,26: 3,72(
Billings in excess of costs and profits on uncortgdecontract: 8,84( 1,33¢
Other current liabilitie: 19,62: 18,60t

Total current liabilities 207,20: 150,05!
Long-term debt, less current maturiti 372,90¢ 168,37:
Non-current deferred income tax 21,28 21,93¢
Commitments and Contingencies (Notes
Shareholder’ equity:

Series A preferred stock, 1/¥@ote per share; $1.00 par value;

liquidation preference of $100 per share ($11Rextember 31, 2014 and 201:

1,000,000 shares authorized; 1,122 shares issukdudstanding 1 1

Series B convertible preferred stock, 1¥\bte per share; $1.00

par value; $100 stated value; liquidation prefeeeof $100 per
share ($1,500 at December 31, 2014 and 2013)0,000 shares authorized;

15,000 shares issued and outstani 15 15

Common stock, $0.01 par value, 100,000,000 slarg®rized;

14,655,356 in 2014 and 14,615,356 in 2013 shasegc 14¢€ 144
Additional paic-in capital 115,60! 109,89:.
Retained earning 148,40¢ 193,73
Accumulated other comprehensive (loss) ince (5,700 (2,368
Treasury stock, at cost (280,195 shares at Decegib&014 and

146,871 shares at December 31, 2( (15,524 (65,171

Total shareholder’ equity 242,95, 296,25(

$ 844,34 $ 636,61

Total liabilities and shareholders equity

The accompanying notes are an integral part oktheasolidated financial statements.
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Sales
Cost of sales

Gross profit

Selling, general and
administrative expens
Impairment expense
Operating income (lost

Other expense (income), r
Interest expense

Income (loss) before income tax
Provision for income taxes
Net income (loss

Preferred stock dividend

Net income (loss) attributable
common shareholders

Net income (loss

(Loss) gain on long-term investment,
net of income taxe

Cumulative translation adjustment,
net of income taxe

Comprehensive income (loss)

Basic earnings (loss) per share

Weighted average common
shares outstanding

Diluted earnings (loss) per share

Weighted average common shares
and common equivalent
shares outstandir

DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (LOSS)
AND COMPREHENSIVE INCOME (LOSS)

(in thousands, except per share amounts)

Years Ended December 31,

2014 2013 2012

$ 1,499,66 $ 1,241,51 $ 1,097,11

1,066,82: 869,16 778,01

432,84( 372,34} 319,00

327,89 271,42 228,56
117,56

(12,628 100,92: 90,52:

131 (75) (47)

12,79: 6,28 5,56(

(25,556 94,71, 85,00¢

19,68: 34,48 34,02

(45,238 60,23 50,98¢

90 90 90

$  (45,32¢ $ 60,14 $ 50,89!

$  (45,23¢ $ 60,23 $ 50,98!

(55) (387, 37¢

(3,277 (3,040 617

$  (48,57C $ 56,81 $ 51,98

$ (3.1¢ $ 4.1 $ 3.5

14,63¢ 14,43¢ 14,37¢

$ (3.1C $ 3.9/ $ 3.3!

14,63¢ 15,27¢ 15,21+

The accompanying notes are an integral part ottheasolidated financial statements.
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DXP ENTERPRISES, INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Years Ended December 31, 2014, 2013 and 2012
(in thousands, except share amounts)

Series A Series B

Accumulated
Other

Preferred Preferred Common Paid-In  Retained Treasury Comprehensive
Stock Stock Stock Capital  Earnings Stock Income (Loss) Total

BALANCES AT

JANUARY 1, 2012 $1 $ 1t $ 1417 $75,20: $82,69! $ (1,445 $ 64 $156,67!
Dividends paic - - - - (90) - - (90)
Compensation expense

for restricted stoc - - - 1,95¢ - - - 1,95¢
Net gain on lon-term investment

for comprehensive incon - - - - - - 37¢ 37¢
Issuance of 19,685 shares in

connection with an acquisitic - - - 94¢ - - - 94¢€
Vesting of restricted stock for

75,419 shares of common stc - - - 44¢ - - - 44¢
Acquisition of 76,300 shares of

treasury stoc - - - - - (3,422 - (3,422
Cumulative translation adjustme - - - - - - 617 617
Net income - - - - 50,98¢ - - 50,98¢
BALANCES AT

DECEMBER 31, 2012 $1 $ 1t $ 147 $78,55: $133,59I $(4,867 $ 1,05¢ $208,49:
Dividends paic - - - - (90) - - (90)
Issuance of common sto 2 24,35¢ 24,35¢
Compensation expense

for restricted stoc - - - 2,83: - - - 2,83
Net loss on lon-term investment

for comprehensive incon - - - - - - (387, (387,
Issuance of 52,542 shares in

connection with an acquisitic - - 1 3,517 - - - 3,51¢
Vesting of restricted stock for

67,021 shares of common stc - - - 633 - - - 633
Acquisition of 5,400 shares of

treasury stoc - - - - - (304 - (304
Cumulative translation adjustme - - - - - - (3,040 (3,040
Net income - - - - 60,237 - - 60,23
BALANCES AT

DECEMBER 31, 2013 $1 $ 1t $ 14¢ $109,89; $193,73 $(5,171 $ (2,368 $296,25|
Dividends paic - - - - (90) - - (90)
Compensation expense

for restricted stoc - - - 3,56( - - - 3,56(
Net loss on sale of lorterm

investment for comprehensive

income - - - - - - (55) (55)
Issuance of 36,000 shares in

connection with an acquisitic - - 2 4,031 - - - 4,03:
Vesting of restricted stock for

69,675 shares of common stc - - - (376, - - - (376
Acquisition of 200,000 shares o

treasury stoc - - - - - (11,855 - (11,855
Issuance of 66,676 treasury she

for vesting of restricted stoc - - - (1,502 - 1,50z -
Cumulative translation adjustme - - - - - - (3,277 (3,277
Net loss = = = = (45,238 = = (45,238
BALANCES AT

DECEMBER 31, 2014 $ 1 $ 1F $ 14¢ $115,60 $ 148,40 $ (15,524 $ (5,700 $ 242,95,

The accompanying notes are an integral part oktheasolidated financial statements.
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DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss

Adjustments to reconcile net income (loss) to rehcprovided by operatir

activities:
Depreciatiol
Amortization of intangible asse
Impairment of goodwil
Bad debt expen:
Write-off of debt issuance cos
Gain on reversal of e-out
Compensation expense for restricted s
Tax benefit related to vesting of restricstock
Deferred income taxi
Changes in operating assets and liabilities, het o
assets and liabilities acquired in business adoris:
Trade accounts receivable and net costs and
estimated profits in excess of hillir
Inventories
Prepaid expenses and other as
Accounts payable and accrued expenses arlliregs
in excess of costs and pro
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm

Sale of investment

Acquisitions of businesses, net of cash acquired

Net cash used in investing activitie

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from del

Principal payments on revolving line of credit astber long-term
debt

Preferred dividends pa

Purchase of treasury sto

Proceeds from issuance of common shares

Tax benefit related to vesting of restricted stock
Net cash provided by (used in) financing activitie

EFFECT OF FOREIGN CURRENCY ON CASH

(DECREASE) INCREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for Intere
Cash paid for Income Tax

Years Ended
December 31,

2014 2013 2012
$ (45,238 $ 60,23 $ 50,98!
12,59¢ 9,83( 7,19¢
22,48( 11,83( 10,88t¢
117,56¢ - -
2,36¢ 2,01¢ 1,28:
- - 654
- (2,805 -
3,56( 2,83 1,95¢
(960) (958, (680)
(12,122 2,83¢ 1,23(
(14,407 (3,315 (3,261
(1,913 3,86( (3,470
1,28: 2,21¢ (2,211
13,45¢ (6,380 (13,361
98,67 82,19¢ 51,20¢
(11,204 (7,745 (24,110
1,68¢ (68) (105
(300,844 (61,195 (144,879
(310,260 (69,008 (159,094
744,05( 458,44¢ 465,16
(527,030 (501,990 (345,231
(90) (90) (90)
(11,855 (304, (3,422
- 24,35¢ -
96( 95¢ 68(
206,03! (18,622 117,10(
131 44¢€ (264)
(5,422 (4,986 8,94¢
5,46¢ 10,45¢ 1,507
$ 4 $ 5,46¢ $ 10,45!
$ 11,64 $ 5,48 $ 4,28!
$ 28,78 $ 35,69 $32,31:

Acquisitions of businesses in 2012 include $36.Mloni which represented outstanding checks at Démegr31, 2011, related to an acquisi
that occurred in 2011. Purchases of businesse912 2xclude $0.9 million in common stock issuedcannection with an acquisitic
Purchases of businesses in 2013 exclude $3.6 miliccommon stock in connection with an acquisiti®urchases of businesses in

exclude $4.0 million in common stock issued in ceetion with an acquisition.

The accompanying notes are an integral part ottheasolidated financial statements.
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DXP ENTERPRISES INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - THE COMPANY

DXP Enterprises, Inc. together with its subsidiar(eollectively “DXP,” “Company,” “us,” “we,” or “or”) was incorporated in Texas on J
26, 1996, to be the successor to SEPCO IndustriesDXP Enterprises, Inc. and its subsidiaries emgaged in the business of distribu
maintenance, repair and operating (MRO) productd, service to industrial customers. AdditionallyX® provides integrated, custom pu
skid packages, pump remanufacturing and manufactianded private label pumps to industrial custsmghe Company is organized i
three business segments: Service Centers, Suppliy Services (SCS) and Innovative Pumping Solut{ti®S). See Note 17 for discussiol
the business segments.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING AND BUSI NESS POLICIES
Basis of Presentatio

The Companys financial statements are prepared in accordaritte the accounting principles generally acceptedhi@ United States
America (“USGAAP”). The accompanying consolidated financial statemernthide the accounts of the Company and its whollynec
subsidiaries.

All significant intercompany accounts and transatdihave been eliminated in consolidation. Cenpaior year amounts have been reclass
to conform to the current year presentation; ndfexeed net income.

Foreign Currency

The financial statements of the CompanZanadian subsidiaries are measured using looanmies as their functional currencies. Assets
liabilities are translated into U.S. dollars at remt exchange rates, while income and expensesramelated at average exchange r
Translation gains and losses are reported in atberprehensive income (loss). Gains and losses ansactions denominated in fore
currency are reported in consolidated statementscome (loss).

Use of Estimates

The preparation of financial statements in confeymiith USGAAP requires management to make estimatel assumptions in determir
the reported amounts of assets and liabilities disdosure of contingent assets and liabilitieshat date of the financial statements anc
reported amounts of revenues and expenses durngeporting period. In the opinion of managemeltadjustments necessary in orde
make the financial statements not misleading haems lincluded. Actual results could differ from te@stimates.

Cash and Cash Equivalents

The Company’s presentation of cash includes casivagnts. Cash equivalents are defined as gkart-investments with maturity dates of
days or less at time of purchase.

Receivables and Credit Ri

Trade receivables consist primarily of uncollateed customer obligations due under normal tradagewhich usually require payment wit
30 days of the invoice date. However, these payiteents are extended in select cases and custonagraah pay within stated trade terms.

The Company has trade receivables from a divedsifiestomer base located primarily in the Rocky Maim Northeastern, Midweste
Southeastern and Southwestern regions of the UStates, and Canada. The Company believes no is@mtifconcentration of credit ri
exists. The Company evaluates the creditworthioé#s customers' financial positions and monitacsounts on a regular basis, but gene
does not require collateral. Provisions to thevedloce for doubtful accounts are made monthly arjdsédents are made periodically
circumstances warrant) based upon management’sebistate of the collectability of such accounte TCompany writesff uncollectible
trade accounts receivable when the accounts agentieed to be uncollectible. No customer represertte than 10% of consolidated sales.
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We maintain an allowance for losses based uporxpected collectability of accounts receivable. ii@fes in this allowance for 2014, 2(
and 2012 were as follows:

Year Ended December 31

2014 2013 2012
Balance at beginning of ye $ 8,7¢ $ 7,2( $ 6,2(
Charged to costs and expen 2,3¢ 2,01 1,2¢
Charged to other accour 1,142 562 452
Deductions (3,59¢t (984! (735
Balance at end of ye: $ 8,71 $ 8,7¢ $ 7,2

(1) Uncollectible accounts written off, net of reevies
(2) Includes allowance for doubtful accounts frorguasitions

Fair Value of Financial Instrumen

The Company is required to maximize the use of adgde inputs and minimize the use of unobservaipets when measuring fair val
USGAAP establishes a fair value hierarchy basetherlevel of independent, objective evidence surding the inputs used to measure
value. A financial instrumerd’categorization within the fair value hierarchyased upon the lowest level of input that is digant to the fai
value measurement. USGAAP prioritizes the inputis three levels that may be used to measure faieva

Level 1

Level 1 applies to assets or liabilities for whtblere are quoted prices in active markets for ideahassets or liabilities.

Level 2

Level 2 applies to assets or liabilities for whitiere are inputs other than quoted prices thabbservable for the asset or liability sucl
quoted prices for similar assets or liabilitiesative markets; quoted prices for identical assetmbilities in markets with insufficient volur
or infrequent transactions (less active markets)modelderived valuations in which significant inputs areservable or can be deri
principally from, or corroborated by, observablerke4 data.

Level 3

Level 3 applies to assets or liabilities for whitttere are unobservable inputs to the valuation otketlogy that are significant to t
measurement of the fair value of the assets oititiab.

See Note 4 for further information regarding thenpany’s financial instruments.
Inventories

Inventories consist principally of finished goodsdaare priced at lower of cost or market, cost ¢palptermined using the first-in, firsti
(“FIFO™) method. Reserves are provided against inventooegdtimated obsolescence based upon the agintgeahventories and marl
trends and are applied as a reduction in costsafcéated inventory.

Property and Equipmel

Property and equipment are carried on the basiesif Depreciation of property and equipment is gated using the straighite method ove
their estimated useful lives. Maintenance and repai depreciable assets are charged against garamincurred. When properties are re
or otherwise disposed of, the cost and accumuldégieciation are removed from the accounts andsgairiosses are credited or charge
earnings.
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The principal estimated useful lives used in deteimy depreciation are as follows:

Buildings 2C-39 years

Building improvement: 1C-20 years

Furniture, fixtures and equipme 3-20 years

Leasehold improvemen Shorter of estimated useful life or related le@sen

Impairment of Goodwill and Other Intangible Ass

The Company tests goodwill and other indefinitedhintangible assets for impairment on an annusikha the fourth quarter and when ev
or changes in circumstances indicate that the icayrgmount may not be recoverable. The Companymrsdhe carrying value of the
intangible assets to its "reporting units" and &spthe test for goodwill at the reporting unitdévA reporting unit is defined as an opera
segment or one level below a segment (a "componénthie component is a business and discrete imédion is prepared and reviev
regularly by segment management.

The Companys goodwill impairment assessment first requireduatang qualitative factors to determine if a refpay unit's carrying valt
would more likely than not exceed its fair valuethe Company concludes, based on the qualitaggessment, that a reporting unit's carr
value would more likely than not exceed its faituega the Company would perform a twtep quantitative test for that reporting unit. \itz
guantitative assessment is performed, the firgt &eto identify a potential impairment, and thes® step measures the amount ol
impairment loss, if any. Goodwill is deemed to bipaired if the carrying amount of a reporting iijoodwill exceeds its estimated fair va
During the fourth quarter ended December 31, 2€HelCompany performed its annual goodwill impairtrtest using a quantitative appro
and recognized a goodwill impairment of $117.6 iaill(see Note 8). No impairment of goodwill wasuiegd in 2013 or 2012.

Impairment of Lon-Lived Assets, Excluding Goodwill

The Company tests loriyed assets or asset groups for recoverabilitaomnnual basis and when events or changes imtitances indica
that their carrying amount may not be recovera@iecumstances which could trigger a review includet are not limited to: significa
decreases in the market price of the asset; sigmifiadverse changes in the business climate alfizgfors; accumulation of costs significa
in excess of the amount originally expected forabguisition or construction of the asset; curgmriod cash flow or operating losses comb
with a history of losses or a forecast of contilguiosses associated with the use of the assetcuament expectation that the asset will n
likely than not be sold or disposed significantlgfdre the end of its estimated useful life. Recabiity is assessed based on the can
amount of the asset and its fair value which isegalty determined based on the sum of the undigedurash flows expected to result from
use and the eventual disposal of the asset, asawalbecific appraisal in certain instances. Anaiimpent loss is recognized when the carr
amount is not recoverable and exceeds fair value.

Share-based Compensation

The Company uses restricted stock for shm®ed compensation programs. The Company measurggensation cost with respect to eq
instruments granted as stobksed payments to employees based upon the estifaitealue of the equity instruments at the dzftéhe gran
The cost as measured is recognized as expens¢heveeriod which an employee is required to progieievices in exchange for the award.

Revenue Recognitic

For binding agreements to fabricate tangible aswetsustomer specifications, the Company recognizeenues using the percentag:
completion method. Under this method, revenuesemregnized as costs are incurred and include etth@ofits calculated on the basis of
relationship between costs incurred and total egtioh costs at completion. If at any time expectstcexceed the value of the contract
loss is recognized immediately. Revenues of apprately $65.9 million, $12.7 million, and $15.9 nul were recognized on contract:
process for the years ended December 31, 2014, 20832012, respectively. The typical time spatheke contracts is approximately on
two years.
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For other sales, the Company recognizes revenues ah agreement is in place, the price is fixelé tor product passes to the custome
services have been provided and collectabilitg@&sonably assured. Revenues are recorded netsftaaes.

The Company reserves for potential customer retoassd upon the historical level of returns.
Shipping and Handling Costs

The Company classifies shipping and handling chehiiéed to customers as sales. Shipping and hagpdharges paid to others are class
as a component of cost of sales.

Self-insured Insurance and Medical Claims

We generally retain up to $100,000 of risk for ealtzim for workers compensation, general liabiliytomobile and property loss. We aci
for the estimated loss on the selured portion of these claims. The accrual isistéjd quarterly based upon reported claims infdonaf he
actual cost could deviate from the recorded estémat

We generally retain up to $250,000 of risk on eawddical claim for our employees and their depersleWe accrue for the estima
outstanding balance of unpaid medical claims faremployees and their dependents. The accrualjustad monthly based on recent cla
experience. The actual claims could deviate fropemeclaims experience and be materially diffefeorh the reserve.

The accrual for these claims at December 31, 288142813 was approximately $2.9 million and $2.lionil respectively.
Purchase Accountin

DXP estimates the fair value of assets, includirgpprty, machinery and equipment and their relaseful lives and salvage values, intangi
and liabilities when allocating the purchase pof@an acquisition. The fair value estimates areettgped using the best information availa
Third party valuation specialists assist in valuihng Company’s significant acquisitions.

Cost of Sales and Selling, General and Administeaixpense

Cost of sales includes product and product relatets, inbound freight charges, internal transéstsand depreciation. Selling, general
administrative expense includes purchasing andviegecosts, inspection costs, warehousing coggretiation and amortization.

Debt Issuance Cost Amortizati

Fees paid to DXR'lender to secure a firm commitment on a term kah revolving line of credit are classified asasset. For the term lo:
fees paid by DXP are amortized over the life of lien as additional interest. Fees paid to secdismacommitment from our lender or
revolving line of credit are amortized on a straitihe basis over the entire term of the arrangenieme. total unamortized debt issuance ¢
reported on the consolidated balance sheets asadbber 31, 2014 and 2013 was $2.7 million and $2l#bn, respectively.

Income Taxe

The Company utilizes the asset and liability metbbdccounting for income taxes. Deferred incomeassets and liabilities are computec
differences between the financial statement andnmc tax bases of assets and liabilities. Such @efeincome tax asset and liabi
computations are based on enacted tax laws and agiglicable to periods in which the differences axpected to reverse. Valual
allowances are established to reduce deferred iadcamassets to the amounts expected to be reaiimbat a more likely than not criterion.
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Comprehensive Income

Comprehensive income includes net income, foreigneacy translation adjustments, unrecognized g@asses) on postretirement and o
employmentrelated plans, changes in fair value of certainvdéves, and unrealized gains and losses on cerngestments in debt and eqt
securities. The Comparg/other comprehensive (loss) income is comprisezhahges in the market value of an investment gutbted marke
prices in an active market for identical instrunseauhd translation adjustments from translatingiforeubsidiaries to the reporting currency.

Accounting for Uncertainty in Income Ta»

A position taken or expected to be taken in a &wrn is recognized in the financial statementsmihés more likely than not (i.e. a likeliho
of more than fifty percent) that the position woblel sustained upon examination by tax authoriie®cognized tax position is then measi
at the largest amount of benefit that is greatantfifty percent likely of being realized upon aifite settlement. The Company anc
subsidiaries file income tax returns in the U.S$lefal jurisdiction and various states. With feweptions, the Company is no longer subje
U. S. federal, state and local tax examinationaxyauthorities for years prior to 2008. The Compapglicy is to recognize interest relate
unrecognized tax benefits as interest expense andltes as operating expenses. The Company begltkaeit has appropriate support for
income tax positions taken and to be taken oraisréturns and that its accruals for tax liabisitere adequate for all open years based

assessment of many factors including past expexiand interpretations of tax law applied to thedad each matter.

NOTE 3 - RECENT ACCOUNTING PRONOUNCEMENTS

In May 2014, the FASB issued ASU No. 2014*Revenue from Contracts with Customer§.he ASU will supersede most of the exis
revenue recognition requirements in USGAAP and vetiuire entities to recognize revenue at an amthattreflects the consideration
which the Company expects to be entitled in exchdogtransferring goods or services to a custoifiee. new standard also requires expa
disclosures regarding the qualitative and quantgahformation of an entity nature, amount, timing and uncertainty of reveamgk cash flown
arising from contracts with customers. The proneument is effective for annual reporting periodsibeigg after December 15, 20.
including interim periods within that reporting et and may be applied retrospectively or througtumulative effect adjustment as of
start of the first period for which the new starttiapplies, with early application prohibited. Then@pany is currently evaluating the impact
pronouncement will have on the consolidated finalnsiatements and related disclosures.

NOTE 4 - FAIR VALUE OF FINANCIAL ASSETS AND LIABILI TIES

Authoritative guidance for financial assets andilites measured on a recurring basis appliedltiinancial assets and financial liabilities t
are being measured and reported on a fair valus.ld&ar value, as defined in the authoritativedgmice, is the price that would be receive
sell an asset or paid to transfer a liability in @aderly transaction between market participantthatmeasurement date. The authorit:
guidance affects the fair value measurement ohaastment with quoted market prices in an activeketafor identical instruments, whi
must be classified in one of the following categeri

Level 1 Input:

Level 1 inputs come from quoted prices (unadjusiea@ytive markets for identical assets or liaigit

Level 2 Input:

Level 2 inputs are other than quoted prices thatodaservable for an asset or liability. These ispotiude: quoted prices for similar assel
liabilities in active markets; quoted prices foeidical or similar assets or liabilities in markétsit are not active; inputs other than qu

prices that are observable for the asset or ltgbiéind inputs that are derived principally fromamrroborated by observable market dat
correlation or other means. At December 31, 2024P [did not utilize level 2 inputs for any assetdiabilities.
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Level 3 Input:

Level 3 inputs are unobservable inputs for thetamskability which require the Company’s own aswations.

Financial assets and liabilities are classifiedeldasn the lowest level of input that is significamtthe fair value measurement. Our assess
of the significance of a particular input to thé fealue measurement requires judgment and maytatfe valuation of the fair value of as:
and liabilities and their placement within the fa&ue hierarchy levels.

The following table presents the changes in Levasdets for the period indicateth thousand3:

Years Ended December 31,

2014 2013
Fair value at beginning of peric $ 1,83 $ 2,41
Investment during peric - 68
Realized and unrealized gains (losses)
included in other comprehensive inco (149 (644,
Proceeds on sale of investment (1,688 -
Fair value at end of period $ - $ 1,83

The Company paid a total of $1.7 million for anestment with quoted market prices in an active etarkt December 31, 2013, the ma
value of this investment was $1.8 million. Durirge tyear ended December 31, 2014, the Company lislihvestment for $1.7 million. T
Company recognized a $0.1 million loss in 2014 e $ale of this investment, which is included ihestincome within our condens
consolidated statements of income.

During the fourth quarter of 2014, in connectiorthathe annual test for impairment, DXP recordedltohpairment charges of $117.6 mill
in order to reflect the implied fair values of geall, which is a nonrecurring fair value adjustment. The fair valuesggobdwill used in th
impairment calculations were estimated based ocodiged estimated future cash flows with the distaates of 10.0% to 13.5%. T
measurements utilized to determine the impliedvfalue of goodwill represent significant unobseteahputs (Level 3) in accordance with
fair value hierarchy.

NOTE 5 - INVENTORY

The carrying values of inventories are as followsthousands:

December 31 December 31
2014 2013
Finished good $ 99,73 $ 98,61
Work in proces: 15,92¢ 6,65
lnventories $ 115,65 $ 105,27

NOTE 6 — COSTS AND ESTIMATED EARNINGS ON UNCOMPLETE D CONTRACTS

Costs and estimated earnings in excess of billalgsncompleted contracts arise in the consolidatddnce sheets when revenues have
recognized but the amounts cannot be billed unldertérms of the contracts. Such amounts are regblefrom customers upon varit
measures of performance, including achievemenédéin milestones, completion of specified unitsc@mpletion of a contract.
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Costs and estimated earnings on uncompleted ctstiad related amounts billed for 2014 and 2012wasrfollows (in thousands):
Year Ended December 31

2014 2013
Costs incurred on uncompleted contre $ 49,13 $ 10,67
Estimated earnings, there 16,74 2,04
Total 65,88 12,72
Less: billings to dat 54,70 7,57
Net $ 11,18 $ 5,14

Such amounts were included in the accompanying @iolased Balance Sheets for 2014 and 2013 unddotloeving captions (in thousands):

Year Ended December 31

2014 2013
Costs and estimated earnings in excess
of billings on uncompleted contrac $ 20,08 $ 6,48
Billings in excess of costs and estimated
earnings on uncompleted contra (8,84( (1,33¢
Translation Adjustmer (62 .
Net $ 11,18 $ 5,14
NOTE 7 - PROPERTY AND EQUIPMENT
The carrying values of property and equipment arobiows (in thousands:
December 31, December 31,
2014 2013
Land $ 2,38 $ 2,13
Buildings and leasehold improveme 13,49( 9,56¢
Furniture, fixtures and equipme 97,82¢ 79,63:
Less — Accumulated depreciation (43,726 (33,082
Total Property and Equipment $ 69,97 $ 58,25

Depreciation expense was $12.6 million, $9.8 milliand $7.2 million for the years ended Decembe814, 2013, and 2012, respectively.
Capital expenditures by segment are included ire NGt

NOTE 8 - GOODWILL AND OTHER INTANGIBLE ASSETS

In connection with the acquisitions of B27 on Jagug 2014 and NatPro on April 16, 2013, DXP alleca$259.4 million and $37.6 millic
respectively, to goodwill and other intangibleseTgoodwill and other intangibles were allocated ficur separate reporting units, B27 Ser
Centers, B27 IPS, NatPro Service Centers and N#f#&0 B27 Service Centers, B27 IPS and NatPraée8rded impairment losses during
fourth quarter of 2014.
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During the fourth quarter of 2014, DXP performezlannual goodwill impairment test at its B27 IPSorting unit and recognized impairm
expense of $95.1 million. This impairment lossnisluded in the “Impairment expenskie item on the income statement. In performing
goodwill impairment test, Step 1 of the test faibedthe fair value of the reporting unit no longeceeded its carrying amount primarily du
actual revenues being lower than revenues foretastef the date of acquisition and the declineiliprices during the third quarter of 20
Fair value was based on expected future cash feimgu_evel 3 inputs under ASC 820. The cash flovesthose expected to be generate
market participants, discounted at a rate of retuanket participants would expect. In Step 2, gabdwith a carrying amount of $148.0 millic
was determined to have an implied fair value of.$58illion after the hypothetical purchase pricledtion under US GAAP guidance
business combinations. Approximately 60% of thedydb associated with the B27 acquisition is notldetible for tax purposes. According
the financial statement tax benefit is calculat@ddnly 40% of the goodwill impairment. The preiaxpairment impacted DXR’ effective ta
rate for 2014. B27 IPS is reported in the IPS rigiile segment.

During the fourth quarter of 2014, DXP performed #&nnual goodwill impairment test at its NatPro IRporting unit and recogniz
impairment expense of $12.3 million consisting obdwill. Fair value was based on expected futush dews using Level 3 inputs under A
820. The cash flows are those expected to be gerkby the market participants, discounted att@ o&return market participants wo
expect. Goodwill was determined to have an impfad value of zero after the hypothetical purchasiee allocation under US GA/
guidance for business combinations. This impairnhesg is included in the "Impairment expense" liteen on the income statement. Non
the goodwill associated with the NatPro acquisii®deductible for tax purposes. The pretax goddmibairment impacted DXP's effective
rate for 2014. NatPro IPS is reported in the IR®r&ble segment.

During the fourth quarter of 2014, DXP performexdannual goodwill impairment test at its B27 Sesv@enters reporting unit and recogniz
goodwill impairment expense of $10.2 million. Thispairment loss is included in the “Impairment exge’line item on the income statem
In performing the goodwill impairment test, Stepfithe test failed as the fair value of the repartinit no longer exceeded its carrying am
primarily due to actual revenues being lower thewenues forecasted as of the date of acquisitidrttendecline in oil prices during the tt
quarter of 2014. Fair value was based on expeatedef cash flow using Level 3 inputs under ASC 8lte cash flows are those expected |
generated by market participants, discounted ateaaf return market participants would expeciStep 2, goodwill was determined to hav:
implied fair value of $20.1 million after the hybetical purchase price allocation under USGAAP gnak for business combinatic
Approximately 60% of the goodwill associated wille tB27 acquisition is not deductible for tax pugmsAccordingly, the financial statem
tax benefit is calculated for only 40% of the impaént. The pretax impairment impacted DXRffective tax rate for 2014. B27 Sen
Centers is reported in the Service Centers repersggment.

The following table presents the changes in theyzay amount of goodwill and other intangible ass#ring the year ended December 31,
2014 (in thousandy:

Other
Goodwill Intangible Assets Total
Balance as of December 31, 2( $ 188,11 $ 69,72 $ 257,83
Acquired during the perio 182,77: 85,26¢ 268,03!
Impairment (117,569 - (117,569
Translation adjustmel - (2,173 (2,173
Amortization - (22,480 (22,480
Balance as of December 31, 2( $ 253,31 $ 130,33 $ 383,64
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The following table presents the changes in theyzay amount of goodwill and other intangible ass#ring the year ended December 31,
2013 (in thousandy:

Other
Goodwill Intangible Assets Total
Balance as of December 31, 2( $ 145,78 $ 63,18¢ $ 208,97
Acquired during the perio 39,89¢ 22,03 61,93:
Adjustments to prior period estimat 2,42¢ (2,424 -
Translation adjustmel - (1,246 (1,246
Amortization - (11,830 (11,830
Balance as of December 31, 2013 $ 188,11 $69,72. $ 257,83,

The following table presents goodwill balance byaeable segment as of December 31, 2014 and @@1Bousands)

As of December 31

2014 2013
Service Center $ 167,30 $ 142,71
Innovative Pumping Solutior 68,87: 28,25¢
Supply Chain Services 17,13¢ 17,13¢
Total $ 253,31 $ 188,11

The following table presents a summary of amortzalher intangible assetsn(thousands:

As of December 31, 201 As of December 31, 201
Gross Gross )

Carrying Accumulated Carrying Carrying Accumulated Carrying

Amount Amortization Amount, net Amount Amortization Amount, net
Vendor agreemen $ 2,49 $ (1,33C $ 1,16 $ 2,49 $ (1,205 $ 1,29
Customer relationshiy

192,51: (63,957 128,55! 109,89 (42,468 67,42¢

Non-compete
agreement 1,737 (1,125: 612 1,735 (737: 1,002
Total $ 196,74 $ (66,412 $ 130,33 $114,13 $ (44,410 $ 69,72

Customer relationships are amortized over theimased useful lives. Amortization expense is reéogh according to estimated econo
benefits and was $22.5 million, $11.8 million, &tD.9 million for the years ended December 31, 2@D43, and 2012, respectively. *
estimated future annual amortization of intangddsets for each of the next five years and thexeare as followgin thousands)

2015 $ 20,58
2016 17,58¢
2017 16,737
2018 15,16:
2019 13,82¢
Thereaftel 46,43
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The weighted average remaining estimated life Baxdor agreements, customer relationships, anccoorpete agreements are 9.3 years,
years, and 2.6 years, respectivi

NOTE 9 — LONG-TERM DEBT

Long-term debt consisted of the followingn(thousands:
December 31,

2014 2013

Line of credit $ 193,44 $ 76,84
Term loan 212,50( 109,37!
Promissory note payable in monthly installment®.8%6 through January 2021, collateralized by

equipmen 5,21¢ 6,00(
Unsecured subordinated notes payable in quartestgliments at 5%

through November 201 357 2,361
Total Debt 411,51t 194,58!
Less: Current maturitie (38,608 (26,213
Total Lon¢-term Debit $ 372,90 $168,37.

On July 11, 2012, DXP entered into a credit facilitith Wells Fargo Bank National Association, asuisig Lender, Swingline Lender ¢
Administrative Agent for the lenders (as amendéd, “‘Original Facility”). On January 2, 2014, the Company entered into annfletk an
Restated Credit Agreement with Wells Fargo Banktidwal Association, as Issuing Lender and Admiaiste Agent for other lenders (1
“Facility”), amending and restating the OriginalcHy.

The Facility provides a term loan and a $350 millievolving line of credit to the Company. At Dedsen 31, 2014 the term loan componer
the facility was $212.5 million. The Facility expg on January 2, 2019.

The Facility provides the option of interest at OB (or CDOR for Canadian dollar loans) plus an ipple margin ranging from 1.25%
2.50% or prime plus an applicable margin from 0.26%.50% where the applicable margin is determimgthe Company leverage ratio .
defined by the Facility as of the last day of tleedl quarter most recently ended prior to the déteorrowing. Commitment fees of 0.20%
0.45% per annum are payable on the portion of #mlify capacity not in use at any given time oe time of credit. Commitment fees
included as interest in the consolidated statenmritecome.

On December 31, 2014, the LIBOR based rate of #odify was LIBOR plus 2.00% the prime based rdtéhe Facility was prime plus 1.00
and the commitment fee was 0.35%. At December 814 2$405.9 million was borrowed under the Facgitya weighted average interest
of approximately 2.2% under the LIBOR options. Aédember 31, 2014, the Company had $51.0 millionlahia for borrowing under tt
Facility.

The Facility contains financial covenants definvarious financial measures and levels of these wmeaswith which the Company m
comply. Covenant compliance is assessed as ofcganter end. Substantially all of the Compangssets are pledged as collateral to sec
the credit facility.

At December 31, 2014, the Facility’s principal fitéal covenants included:

Consolidated Leverage Ratio — The Facility requites the Compang’ Consolidated Leverage Ratio, determined at tlileofreach fisci
guarter, not exceed 3.25 to 1.0 as of the lastafaach quarter. The Consolidated Leverage Ratieimed as the outstanding indebted
divided by Consolidated EBITDA for the period ofifoconsecutive fiscal quarters ending on or immtedligprior to such date. Indebtednes
defined under the Facility for financial covenanirgoses as: (a) all obligations of DXP for borrowadney including but not limited
obligations evidenced by bonds, debentures, nategher similar instruments; (b) obligations to pdsferred purchase price of propert
services; (c) capital lease obligations; (d) olilm@s under conditional sale or other title retentagreements relating to property purchase
issued and outstanding letters of credit; anddfjtingent obligations for funded indebtedness. At&@mber 31, 2014, the Compamy’everag
Ratio was 2.90 to 1.00.

Consolidated Fixed Charge Coverage Rafite-Facility requires that the Consolidated Fixdw@e Coverage Ratio on the last day of
quarter be not less than 1.25 to 1.0 with “Constéid Fixed Charge Coverage Ratitgfined as the ratio of (a) Consolidated EBITDA tioe
period of 4 consecutive fiscal quarters endingushalate minus capital expenditures during suclog€excluding acquisitions) minus inco
tax expense paid minus the aggregate amount oictest payments defined in the agreement to (b)ritexest expense paid in cash, schec
principal payments in respect of long-term debt @redcurrent portion of capital lease obligatiooassuch 12month period, determined in e:
case on a consolidated basis for DXP and its sisivsd. At December 31, 2014, the Company's Codiatdld Fixed Charge Coverage R
was 2.07 to 1.00.
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Asset Coverage Ratio —The Facility requires thatAkset Coverage Ratio at any time be not lessittto 1.0 with “Asset Coverage Ratio”
defined as the ratio of (a) the sum of 85% of mwebants receivable plus 65% of net inventory totifle)aggregate outstanding amount of the
revolving credit on such date. At December 31, 2@lid Company's Asset Coverage Ratio was 1.44t 1.

Consolidated EBITDA as defined under the Facildy financial covenant purposes means, without dapibin, for any period the consolida
net income of DXP plus, to the extent deductedalsudating consolidated net income, depreciatiomgrization (except to the extent that s
non-cash charges are reserved for cash charges taken in the future), nozash compensation including stock option or retstricstoc
expense, interest expense and income tax expent®xés based on income, certain ¢inge costs associated with our acquisitions, irgggr
costs, facility consolidation and closing costsjtevdown of cash expenses incurred in connection with éxisting credit agreement
extraordinary losses less interest income and extigary gains. Consolidated EBITDA shall be adjdsto give pro forma effect to dispos
or business acquisitions assuming that such tréineés) had occurred on the first day of the peroatiuding all income statement ite
attributable to the assets or equity interests ithatibject to such disposition made during théopeand including all income statement ite
attributable to property or equity interests offsacquisitions permitted under the Facility.

The following table sets forth the computationiué t everage Ratio as of December 31, 20iMttiousands, except for ratids

For the Twelve Months endec Leverage
December 31, 2014 Ratio

Loss before taxe $ (25,556
Interest expens 12,79
Depreciation and amortizatic 35,07¢
Impairment expens 117,56¢
Stock compensation exper 3,56(
Pro forma acquisition EBITD; 85(
Other adjustments (250
® Defined EBITDA $ 144,04
As of December 31, 201

Total lon¢-term debt, including current maturiti $ 411,51
Outstanding letters of credit 5,68(
(®) Defined indebtedness $417,19
Leverage Ratio (B)/(A) 2.9C

57




The following table sets forth the computationiué Asset Coverage Ratio as of December 31, 201 thpusands, except for ratidps

Credit facility outstanding balance
Defined indebtedness

Accounts receivable, n 239,23t 85%
Inventory 115,65¢ 65%

Asset Coverage Rat

$ 193,44

$ 193,44

$ 203,35
75,17¢

$ 278,52

1.44

As of December 31, 2014, the maturities of longrtelebt under the Compaisyterm loan for the next five years and thereaftere as follow

(in thousands:

2015 $ 38,60
2016 50,83:
2017 63,35¢
2018 63,38:
2019 194,35(
Thereaftel 99C
NOTE 10 - INCOME TAXES
The components of income before income taxes af@laws (in thousands:
Years Ended December 31
2014 2013 2012
Domestic $ (21,349 $ 86,56 $ 84,34
Foreign (4,207 8,15( 66(
Total income before taxes $ (25,556 $94,71 $ 85,00!
The provision for income taxes consists of theolwlhg (in thousand3:
Years Ended December 31
2014 2013 2012
Current-
Federa $ 24,05 $21,48: $ 27,39:
State 5,60¢ 2,681 4,43¢
Foreign 2,15( 7,48¢ 962
31,80 31,64¢ 32,79:

Deferred-
Federa (10,544 8,631 1,83t
State (1,769 167 14¢
Foreign 191 (5,964 (751

(12,122 2,83¢ 1,23(

$ 19,68 $ 34,48l $ 34,02
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The difference between income taxes computed detleral statutory income tax rate (35%) and tlowigion for income taxes is as follows
(in thousands:

Years Ended December 31

2014 2013 2012

Income taxes computed at federal statutory $ (8,945 $ 33,15 $ 29,75:
State income taxes, net of federal ber 2,49; 1,852 2,913
Non-tax deductible impairment expense computed at & dtatutory rati 24,44. - -
Foreign adjustmer 1,35: - -
Meals and entertainme 801 561 44¢
Domestic Production Activity Deductic (1,040 (566, -
Other, primarily non-tax deductible, or non-taxaiéens 577 (517 90¢€

$ 19,68 $ 34,48l $ 34,02

The net current and noncurrent components of deféncome tax balances are as follovrs thousand$y:

December 31,

2014 2013
Net current asse $ 8,25 $ 7,71
Net nor-current liabilities (21,284 (21,938
Net assets (liabilities $ (13,034 $ (14,225

Deferred tax liabilities and assets were compridfettie following (in thousands:

December 31

2014 2013

Deferred tax asset

Goodwill $ 17,90 $ 1,15
Allowance for doubtful accoun 2,97¢ 2,84
Inventories 2,691 2,51¢
Accruals 2,12t 94t
Other 99C 1,401
Total deferred tax asse 26,69: 8,86¢
Deferred tax liabilitie:

Intangibles (33,874 (20,707
Property and equipme (10,343 (11,697
Unremitted foreign earning (52) (818;
Cumulative translation adjustme 4,01« 1,27¢
Other 53C (1,146
Net deferred tax asset (liabilit $ (13,034 $ (14,225
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NOTE 11 - SHARE-BASED COMPENSATION
Restricted Stoc

Under the restricted stock plan approved by ouredt@ders (the “Restricted Stock Plant)lirectors, consultants and employees ma
awarded shares of DX®tommon stock. The shares of restricted stockiggaio employees and that are outstanding as oérleer 31, 201
vest in accordance with one of the following vegtithedules: 100% one year after date of gran8%3&ach year for three years after da
grant; 20% each year for five years after daterahg or 10% each year for ten years after datgait. The Restricted Stock Plan provides
on each July 1 during the term of the plan eachamployee director of DXP will be granted the numbiewhole shares calculated by divid
$75,000 by the closing price of the common stoclsach July 1. The shares of restricted stock gdarttenonemployee directors of DXP v
one year after the grant date. The fair value sifricted stock awards is measured based upondbkanglprices of DX common stock on t
grant dates and is recognized as compensation sxpmrer the vesting period of the awards. Onceictsd stock vests, new shares of
Company’s stock are issued.

The following table provides certain informatiorgaeding the shares authorized and outstanding uhdeRestricted Stock Plan at Decen
31, 2014:

Number of shares authorized for gra 800,00t
Number of shares granti 837,37¢
Number of shares forfeite (123,021
Number of shares available for future gre 85,64
Weightec-average grant price of granted she $ 27.8

Changes in restricted stock for the twelve monttded December 31, 2014 were as follows:

Number of Weighted Average
Shares Grant Price
Non-vested at December 31, 20 211,51( $ 36.17
Grantec 52,21¢ $ 093.1Z
Forfeited 14,11: $ 38.68
Vested 69,67¢ $ 3541
Non-vested at December 31, 2014 179,94 $ 52.71

Compensation expense, associated with restrictaxk,stecognized in the years ended December 34,2013 and 2012 was $3.6 milli
$2.8 million, and $2.0 million, respectively. Re&dtincome tax benefits recognized in earnings ényiars ended December 31, 2014,
and 2012 were approximately $1.4 million, $1.1 il and $0.8 million, respectively. Unrecognizesinpensation expense under
Restricted Stock Plan at December 31, 2014 andrbleee31, 2013 was $6.9 million and $5.7 milliorspectively. As of December 31, 20
the weighted average period over which the unrezegrcompensation expense is expected to be rexamyid 33.0 months.
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NOTE 12 - EARNINGS PER SHARE DATA

Basic earnings per share is computed based on tedigiverage shares outstanding and excludes @ilségurities. Diluted earnings per sl
is computed including the impacts of all potenyialilutive securities.

The following table sets forth the computation asiz and diluted earnings per share for the peiiatisated (n thousands, except per share
data):

December 31

2014 2013 2012
Basic:
Weighted average shares outstanc 14,63¢ 14,43¢ 14,37+
Net income (loss $ (45,238 $ 60,23 $ 50,98!
Convertible preferred stock divide! (90) (90) (90)
Net income (loss) attributable to common sharetrsl $ (4532¢ $ 60,14 $ 50,89
Per share amou $ (3.1C $ 41 $ 35
Diluted:
Weighted average shares outstanc 14,63¢ 14,43¢ 14,37
Assumed conversion of convertible
preferred stocl - 84( 84(
Total dilutive share 14,63¢ 15,27¢ 15,21«
Net income (loss) attributable
common shareholde $ (45,328 $ 60,14 $ 50,89!
Convertible preferred stock dividel . 90 90
Net income (loss) for dilute )
earnings per sha $ (45,32¢ $ 60,23 $ 50,98
Per share amou $ (3.1C $ 3.9 $ 3.3

Basic earnings per share have been computed hgimtjvhet earnings by the weighted average numbepaimon shares outstanding du
the period and excludes dilutive securities. Diuéarnings per share reflects the potential ditutheat could occur if the preferred stock
converted into common stock. Restricted stock issimered a participating security and is includedhie computation of basic earnings
share as if vested. Because holders of Prefereek $Io not participate in losses, the loss wasafiotated to Preferred Stock for fiscal y
2014. The Preferred Stock is convertible into 880,8hares of common stock.

NOTE 13 - BUSINESS ACQUISITIONS

All of the Companys acquisitions have been accounted for using thhehpse method of accounting. Revenues and expefisks acquire
businesses have been included in the accompangimgplidated financial statements beginning on thespective dates of acquisition. -
allocation of purchase price to the acquired assetkliabilities is based on estimates of fair neankalue and may be revised if and w
additional information the Company is awaiting ceming certain asset and liability valuations isaied, provided that such informatior
received no later than one year after the datecodiaition. Goodwill is calculated as the excesshef consideration transferred over the
assets recognized and represents the future ecormmgfits arising from other assets acquired ¢batd not be individually identified a
separately recognized. It specifically includeseikpected synergies and other benefits that weveiwvill result from combining the operatit
of our acquisitions with the operations of DXP anty intangible assets that do not qualify for safgarecognition such as the assem
workforce.
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On April 16, 2013, DXP acquired all of the stockNditPro through its wholly owned subsidiary, DXPn@da Enterprises Ltd. DXP acqui
this business to expand DXP’s geographic presemdganada and strengthen DXRdump, integrated system packaging, compressd
related equipment offering. The $40.1 million puasé price was financed with $36.6 million of boritogs under DXP's existing credit facil
and 52,542 shares of DXP common stock. Additionalig purchase agreement included an eatrprovision, which stated that former owr
of NatPro may earn $6.0 million based on achieverokan earnings target during the first year of@Xownership. The fair value of the earn
out recorded at the acquisition date was $2.8 anillAs of December 31, 2013, the Company’s eatnlability was estimated to be zero .
$2.8 million was recorded as a reduction of selliggneral and administrative expense. Estimatediwitioof $24.6 million and intangib
assets of $14.8 million were recognized for thiguésition. None of the estimated goodwill or intédrlg assets are expected to be
deductible. The estimated goodwill associated itk acquisition is included in both the Servicentees segment and IPS segment. See N
regarding the 2014 impairment of NatPro goodwill.

On May 17, 2013, DXP acquired substantially althe# assets of Tucker Tool Company, Inc. (“TuckeolTio DXP acquired this business
expand DXP's geographic presence in the northedn &hd strengthen DXP's industrial cutting toolferiig. DXP paid approximately $t
million for Tucker Tool which was borrowed underaxisting credit facility. Estimated goodwill oBR and intangible assets of $1.5 mil
were recognized for this acquisition. All of theiemted goodwill is included in the Service Centsggment.

On July 1, 2013, DXP acquired all of the stock dagka Pump & Supply, Inc. (“APS"DXP acquired this business to expand D:
geographic presence in Alaska. DXP paid approxily&3.0 million for APS which was borrowed under @xisting credit facility. Estimat:
goodwill of $8.1 million and intangible assets d@f.3% million were recognized for this acquisitionomé of the estimated goodwill or intangi
assets are expected to be tax deductible. Ah®Estimated goodwill is included in the Servicet€es segment.

On July 31, 2013, DXP acquired substantially altred assets of Tool-Tech Industrial Machine & Sypphc. (“Tool-Tech”).DXP acquire:
this business to enhance our metal working prodffeting in the southwest region of the United 8satDXP paid approximately $7.2 milli
for Tool-Tech which was borrowed under our existing creailility. Estimated goodwill of $4.1 million and arigible assets of $2.4 milli
were recognized for this acquisition. All of theiemted goodwill is included in the Service Centsggment.

On January 2, 2014, the Company completed the sitiqui of all of the equity securities and unitsB#7, LLC (“B27") by way of a Securitie
Purchase Agreement to expand DXRump packaging offering. The total transactiolueavas approximately $293.6 million, exclud
approximately $1.0 million in transaction costsagized within SG&A in the 2013 statement of inconide purchase price was finan
with borrowings under our amended credit facilitydaapproximately $4.0 million (36,000 shares) of ®Xommon stock. DXP has |
completed the valuation of working capital. Estiethgoodwill of $178.3 million and intangible asset$81.1 million were recognized for t
acquisition. Approximately $154.6 million of thetiesated goodwill or intangible assets are expectedto be tax deductible. The estime
goodwill associated with this acquisition is inahadin the IPS and Service Centers segments. See8\fitthe Notes to Consolidated Finar
Statements regarding the 2014 impairment of B2 @dgdb

On May 1, 2014, the Company completed the acqoisitif all of the equity interests of Machinery Tiagl and Supply, LLC (“MT&S")to
expand DXP$ cutting tools offering in the North Central regiof the United States. DXP paid approximately &Iaillion for MT&S, whict
was borrowed under our existing credit facility. PXas not completed appraisals of intangibles fo&®, the valuation of working capit
items or completed analysis of tax effects, andefioee, has made preliminary estimates for purpo$eisis disclosure. Estimated goodwill
$4.3 million and intangible assets of $4.1 milliwere recognized for this acquisition. All of theiesmted goodwill is included in the Serv
Centers segment.
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The value assigned to the noompete agreements and customer relationshipsuindss acquisitions were determined by discourttie
estimated cash flows associated with wompete agreements and customer relationships tag ofate the acquisition was consummated
estimated cash flows were based on estimated regemet of operating expenses and net of capitabebdor assets that contribute to
projected cash flow from these assets. The prajemtgenues and operating expenses were estimasedl s management estimates.
capital charges for assets that contribute to ptegecash flow were based on the estimated fairevaf those assets. For the B27 and N
acquisitions, discount rates of 13.5% to 15.9% vaderemed appropriate for valuing these assets anelvesed on the risks associated witt
respective cash flows taking into considerationabguired company’s weighted average cost of dapita

For the twelve months ended December 31, 2014nésses acquired during 2014 and 2013 contributed s& $176.4 million and $101
million, respectively, and earnings before taxesapproximately $(104.0) million and $(11.1) milliorespectively. Earnings before ta
included impairment charges of $105.3 million ad@.8 million for businesses acquired in 2014 anti2@espectively.

The following table summarizes the estimated falues of the assets acquired and liabilities asdulneng 2014 and 2013 in connection \
the acquisitions described abovie (housandy:

2014 2013
B27 MT&S NatPro Tucker Tool APS Tool-Tech
Cash $ 253 $ 3]0 $ - $ - $ - $ 43|
Accounts Receivable, n 51,44¢ 5,65¢ 14,54¢ 50¢ 1,42¢ 1,50¢
Inventory 6,472 2,522 6,88¢ 20¢ 1,33 40¢
Property and equipme 14,57: 557 3,311 - 172 19
Goodwill and intangible® 259,41 8,40¢ 39,34 4.67¢ 12,24: 7,254
Other assets 1,791 59 69¢ - 38¢ 2
Assets acquired 336,23: 18,00¢ 64,79: 5,392 15,55¢ 9,61¢
Current liabilities assume 26,69( 3,33¢ 19,17¢ 391 1,07¢ 1,981
Non-current liabilities assumed 15,99: - 5,64¢ - 1,41¢ -
Net assets acquired $ 293,55 $ 14,66 $ 39,96 $ 5,00: $ 13,06( $ 7,63

(1) The amounts in the table above do not refleet$117.6 million of goodwill impairment chargesosded in the fourth quarter of 20
Approximately $44.3 million of the impairment chasgare deductible for tax purposes. The remainiaglwill deductible for tax purposes v
$146.0 million at December 31, 2014.

(2) Includes deferred tax liability of $16.0 milficand $17.9 million related to intangible assetpugred for 2014 and 2013, respectively.
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The pro forma unaudited results of operations fier Company on a consolidated basis for the twelwaths ended December 31, 2014
2013, assuming the acquisition of businesses cdeatbla 2014 and 2013 (previously discussed in lfeusinesg were consummated as
January 1, 2013 are as followm (millions, except per share amouits

Years Ended
December 31,
2014 2013
1,51
(45

Net sales $ $

Net income (loss $ $

Per share dal

Basic earnings (los: $ (3.08 $ 4.9(
Diluted earnings (loss $ (3.08 $ 4.6¢

1,49¢
7!

The pro forma unaudited results of operations tier Company on a consolidated basis for the twelwaths ended December 31, 2013
2012, assuming the acquisition of businesses caetpla 2013 and 2012 were consummated as of Jady&y12 are as followsitt millions
except per share daja

Years Ended
December 31,

2013 2012
Net sales $1,284 $ 1,280
Net income $ 62 $ 55
Per share dal
Basic earning $4.28 $3.83
Diluted earning: $4.05 $3.62

NOTE 14 - COMMITMENTS AND CONTINGENCIES

The Company leases equipment, automobiles ancedizlities under various operating leases. Theréuminimum rental commitments as
December 31, 2014, for non-cancelable leases dmlass (in thousands:

2015 $26,99¢
2016 21,24:
2017 16,17:
2018 10,15
2019 4,754
Thereaftel 8,34¢

Rental expense for operating leases was $32.3omil27.6 million and $21.6 million for the yearsded December 31, 2014, 2013 and 2
respectively.

The Company’s commitments related to long-term @ebtdiscussed in Note 9.

From time to time, the Company is a party to vasitegal proceedings arising in the ordinary cowkéusiness. While DXP is unable
predict the outcome of these lawsuits, it beliethed the ultimate resolution will not have, eithiedividually or in the aggregate, a mate
adverse effect on DXP’s consolidated financial posj cash flows, or results of operations.

NOTE 15 - EMPLOYEE BENEFIT PLANS
The Company offers a 401(K) plan which is eligildde substantially all employees in the United Stai@sring 2014, 2013 and 2012,

Company elected to match employee contributiores ra@te of 50 percent of up to 4 percent of salafemal. The Company contributed $
million, $2.7 million, and $1.9 million to the 40 plan in the years ended December 31, 2014, 28182012, respectively.

NOTE 16- OTHER COMPREHENSIVE INCOME

Other comprehensive income generally representhaltiges in shareholdeejuity during the period, except those resultirgrfinvestmen
by, or distributions to, shareholders.

During 2014, 2013, and 2012 the Company had netratbmprehensive (loss) income of ($0.1) millio#0.6) million and $0.4 millior
respectively, related to changes in the marketevafuan investment with quoted market prices imetive market for identical instruments.

During 2012 and 2013, the Company acquired foutiesthat operate in Canada. These Canadianemtitaintain financial data in Canac
dollars. Upon consolidation, the Company transl#tesfinancial data from these foreign subsidiaids U.S. dollars and records cumula
translation adjustments in other comprehensivenreorhe Company recorded ($3.3) million and ($&d)on in translation adjustments, |



of tax, in other comprehensive income during tha&ryended December 31, 2014 and 2013, respectively.
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NOTE 17 — SEGMENT AND GEOGRAPHICAL REPORTING

The Companys reportable business segments are: Service Cehtamvative Pumping Solutions and Supply Chainviges. The Servic
Centers segment is engaged in providing maintenaiB® products, equipment and integrated servitesding logistics capabilities,
industrial customers. The Service Centers segmemtiges a wide range of MRO products in the rotateaquipment, bearing, pov
transmission, hose, fluid power, metal working,tdéaer, industrial supply, safety products and gafeirvices categories. The Innova
Pumping Solutions segment fabricates and assermmbemmade pump packages, remanufactures pumps and roametabranded prive
label pumps. The Supply Chain Services segment gesnall or part of a customer's supply chain, idiclg warehouse and invent
management.

The high degree of integration of the Compangperations necessitates the use of a substantrder of allocations and apportionments ir
determination of business segment information.sSate shown net of intersegment eliminations.

Business Segmented Financial Informat

The following table sets out financial informatimeating the Company’s segmenis thousands:

Innovative Supply
Service Pumping Chain
Years Ended December 31 Centers Solutions Services Total

2014

Sales $987,56. $ 348,13 $ 163,96 $1,499,66
Operating income for reportable segments, excludirgairment 107,69¢ 51,16: 13,79 172,65!
expense

Identifiable assets at year e 568,18: 202,22¢ 54,63’ 825,04
Capital expenditure 4,10( 4,04: 12z 8,26¢
Depreciatior 8,41¢ 2,381 397 11,19«
Amortization 11,28: 8,99: 2,20¢ 22,48(
Interest expens 3,42 8,451 924 12,79
Impairment expense by segm: 10,21( 107,35¢ - 117,56¢
2013

Sales $884,82. $209,17! $147,51. $1,241,51
Operating income for reportable segme 107,14. 33,76¢ 12,49( 153,39¢
Identifiable assets at year e 500,97¢ 66,00" 48,04¢ 615,03:
Capital expenditure 6,321 357 20¢€ 6,88¢
Depreciatior 7,77( 44¢€ 36€ 8,58
Amortization 8,57¢ 1,04: 2,21: 11,83(
Interest expens 3,76 1,63¢ 884 6,282
2012

Sales $779,03! $161,83: $156,23! $1,097,11
Operating income for reportable segme 88,92 32,09¢ 12,49t 133,51¢
Identifiable assets at year e 440,27 56,98: 50,51t 547,76¢
Capital expenditure 4,82¢ 261 - 5,09(
Depreciatior 5,73¢ 30¢€ 17t 6,21°F
Amortization 8,79¢ 663 1,42¢ 10,88¢
Interest expens 3,701 1,24: 61€ 5,56(
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Operating income for reportable segments,
expense

Adjustments for

Impairment expens

Amortization of intangible

Corporate and other expense,

Total operating income (los

Interest expens

Other expenses (income), |

Income (loss) before income tax

Years Ended December 31,

2014 2013 2012
excuonpairment

$ 172,65! $ 153,39 $ 133,51
117,56! - -
22,48( 11,83( 10,88¢
45,23¢ 40,64+ 32,11(
(12,628 100,92: 90,52:
12,79° 6,28: 5,56(
131 (75) (47)
$ (25,556 $94,71 $ 85,00!

The Company had capital expenditures at Corpora®0@ million, $0.9 million, and $9.0 million fathe years ended December 31, 2
2013, and 2012, respectively. The Company had ifihle assets at Corporate of $19.3 millic20.3 million, and $22.0 million as
December 31, 2014, 2013, and 2012, respectivelypdate depreciation was $1.4 million, $1.2 milli@mnd $1.0 million for the years ent
December 31, 2014, 2013, and 2012, respectively.

Geographical Information

Revenues are presented in geographic area badedation of the facility shipping products or prdirig services. Londjved assets are bas
on physical locations and are comprised of thebnek value of property.

The Company’s revenues and property and equipmegébgraphical location are as follojs thousands)

Revenue
United State!
Canadze
Other

Total

Property and Equipment, n
United State:
Canada

Total

Years Ended December 31

2014 2013 2012
$ 1,300,49 $1,075,96 $1,039,71
195,63: 165,54¢ 57,39¢
3,53¢ - -
$ 1,499,66 $1,241,51 $1,097,11
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As of December 31

2014 2013
$ 49,01 $ 32,87t
20,96¢ 25,37¢
$ 69,97 $58,25!




NOTE 18 - QUARTERLY FINANCIAL INFORMATION (unaudite d)

Summarized quarterly financial information for t§ears ended December 31, 2014, 2013 and 201X dl@ss (in millions, except per sha
data):

First Second Third Fourth
Quarter @) Quarter @) Quarter @ Quarter

2014

Sales $ 348.: $ 381.¢ $ 387.( $ 382.¢
Gross profit 101.7 111.C 113.¢ 106.7
Impairment expens - - -

Net income (loss 10.¢ 14.¢ 17.C (88.1
Earnings (loss) per sha- basic $0.7¢ $ 1.01 $ 1.1¢ $ (6.09
Earnings (loss) per she- diluted $ 0.7( $ 0.9¢ $ 1.1( $ (6.09
2013

Sales $290.: $ 307.¢ $329.° $313.¢
Gross profit 89.1 91.t 97.1 94.¢
Net income 13.2 13.7 16.4 16.¢
Earnings per shar- basic $0.9: $ 0.9t $1.1¢ $1.17
Earnings per shar- diluted $0.87 $ 0.9( $1.07 $1.1(
2012

Sales $ 252.1 $261.¢ $ 289.¢ $293.(
Gross profit 71.t 76.€ 83.t 87.t
Net income 11.€ 12.2 13.1 14.1
Earnings per shar- basic $0.8] $0.8¢ $0.9: $ 0.9¢
Earnings per shar- diluted $0.77 $ 0.8( $ 0.8¢ $0.9:

;I'he sum of the individual quarterly earnings pearshamounts may not agree with year-to-date easrprgshare as each quaderbmputatio
is based on the weighted average number of shatetanding during the quarter, the weighted avesigek price during the quarter and
dilutive effects of the stock options and restiiics¢ock in each quarter.

(1) During the fourth quarter of 2014, DXP finalizits purchase accounting for customer relatiorssfop the acquisition of B27 and amorti.
the customer relationships on an accelerated bakis.revision increased amortization expense b9 #dillion per quarter. The first thr
quarters of 2014 were revised as follows:

Previously Adjusted Previously Adjusted Previously Adjusted
Reported First Reported Second Reported Third
First Quarter Quarter Second Quarter Quarter Third Quarter Quarter

Sales $ 348.! $ 348.! $ 381.¢ $ 381.¢ $ 387.( $ 387.(
Gross profit 101.5 101.5 111.C 111.C 113.¢ 113.¢
Net income (loss 11.¢ 10.¢ 15.t 14.¢ 17.€ 17.C
Earnings (loss) per sha
Basic $0.7¢ $0.7¢ $ 1.0¢ $1.0! $1.2( $ 1.1¢
Diluted $0.7¢ $0.7( $ 1.0( $ 0.9¢ $1.1¢ $ 1.1(

NOTE 19 — SUBSEQUENT EVENTS

On December 17, 2014, DXP publicly announced ahaaization from the Board of Directors that allo@¥XP from time to time to purcha
up to 400,000 shares of DXP's common stock ovan@dths. Purchases could be made in open markatpivately negotiated transactic
As of March 16, 2015, DXP has purchased 191,42@sha& DXP’s common stock at an average price 6f33lunder this authorization.
ITEM 9. Changes in and Disagreements with Accountants orcédunting and Financial Disclosure

None.
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ITEM 9A. Controls and Procedures

MANAGEMENT'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING

DXP Enterprises, Incs' management is responsible for establishing andtaireing adequate internal control over finanaigborting. DXF
Enterprises, Incs internal control system was designed to provesaenable assurance regarding the reliabilityrafrftial reporting and t
preparation of financial statements for externappges in accordance with generally accepted atioguprinciples.

Internal control over financial reporting cannobyide absolute assurance of achieving financiabmém objectives because of its inhe
limitations. Internal control over financial repoid is a process that involves human diligence emahpliance and is subject to lapse
judgment and breakdowns resulting from human faguinternal control over financial reporting cdsoabe circumvented by collusion
improper management override. Because of suchdiioits, there is a risk that material misstatemerdg not be prevented or detected
timely basis by internal control over financial oeting. However, these inherent limitations are Wwnofeatures of the financial report
process. Therefore, it is possible to design ihtoprocess safeguards to reduce, though not eliepitis risk.

Management has used the 2013 framework set fortthénreport entitled “Internal Control — Integratedamework” published by th
Committee of Sponsoring Organizations (“COSO”")had Treadway Commission to evaluate the effectivené&she Company' internal contrc
over financial reporting. Management has concluttied the Companyg' internal control over financial reporting waseetive as of Decemt
31, 2014.

The effectiveness of our internal control over fici@al reporting as of December 31, 2014 has beeliteliby Grant Thornton LLP, t
independent registered public accounting firm, \wtdtso has audited the Compan€onsolidated Financial Statements included m Alminua
Report on Form 10-K.

/s/ David R. Little /s/ Mac McConnell

David R. Little Mac McConnell

Chairman of the Board and Senior Vice Presidem#nce and
Chief Executive Officer Chief Financial Offic

Disclosure Controls and Procedures

DXP carried out an evaluation, under the supermisiod with the participation of its managementluding the Chief Executive Officer and
Chief Financial Officer, of the effectiveness asDaficember 31, 2014, of the design and operatiddXd®’s disclosure controls and procedi
pursuant to Exchange Act Rules 13a-15 and &dbisclosure controls and procedures are theralsrdnd other procedures of DXP that
designed to ensure that information required talibelosed by DXP in the reports that it files obsits under the Securities Exchange A«
1934, as amended, (the “Exchange Ad$’yecorded, processed, summarized and reportédinwihe time periods specified in the rules
forms of the U.S. Securities and Exchange Commiséliee “Commission”)Disclosure controls and procedures include, witHonitation,
controls and procedures designed to ensure thatnattion required to be disclosed by DXP in theorepthat it files or submits under
Exchange Act, is accumulated and communicatedetdsuers management, including its principal executive pndcipal financial officer:
or persons performing similar functions, as appedprto allow timely decisions regarding requirésctbsure. Based upon that evaluation
Chief Executive Officer and the Chief Financial ioér concluded that DXB’disclosure controls and procedures were effeeivef the end
the period covered by this Report.

Internal Control Over Financial Reporting
(A) Management's Annual Report on Intéi@antrol Over Financial Reporting

Management's report on the Companynternal control over financial reporting is inded on page 69 of this Report under
heading Manageme's Report on Internal Control Over Financial Repayt

The effectiveness of our internal control over fioial reporting at December 31, 2014 has been edithy Grant Thornton LLP, t
independent registered public accounting firm #ilab audited our financial statements. Their repoihcluded on page 41 of t
Report under the heading Report of Independentdiagid Public Accounting Firm on Internal Contr:

(B) Changes in Internal Control over Fical Reporting
None

ITEM 9B. Other Information

None.
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PART Il
ITEM 10. Directors, Executive Officers and Corporate Govenae
The information required by this item will be indied in our Definitive Proxy statement for the 204 nual Meeting of Shareholders that
will file with the SEC within 120 days of the end the fiscal year to which this Report relates (tieoxy Statement”Jand is herek
incorporated by reference thereto.
ITEM 11. Executive Compensation
The information required by this item will be indied in the Proxy Statement and is hereby incorpdrby reference.
ITEM 12. Security Ownership of Certain Beneficial Owners afdhnagement and Related Stockholder Matters
The information required by this item will be indled in the Proxy Statement and is hereby incorpdrhy reference.
ITEM 13. Certain Relationships and Related Transactions, abtector Independence
The information required by this item will be indied in the Proxy Statement and is hereby incorpdrby reference.

ITEM 14. Principal Accounting Fees and Services.

The information required by this item will be indled in the Proxy Statement and is hereby incorpdrhy reference.

69




PART IV

ITEM 15. Exhibits, Financial Statement Schedules.

(a) Documents included in this Report:

1. Financial Statements (included under Item 8):

DXP Enterprises, Inc. and Subsidiaries Page

Reports of Independent Registered Public Accourfings 39

Consolidated Balance She 43

Consolidated Statements of Income and Comprehehsioee 44

Consolidated Statements of Shareholders' E« 45

Consolidated Statements of Cash Fl¢ 46

Notes to Consolidated Financial Stateme a7

2. All other schedules have been omitted since theired| information is not significant or is includéd the Consolidated Financ
Statements or notes thereto or is not applici

3. Exhibits:
The following exhibits are filed herewith or arearporated by reference to exhibits previouslydfieth the Commission.

Exhibit

No. Description

3.1 Restated Articles of Incorporation, as amen@®ecbrporated by reference to Exhibit 4.1 to thampanys Registration Statement
Form $-8 (Reg. No. 33-61953), filed with the Commission on August 20, 8p!

3.2 Bylaws (incorporated by reference to Exhib2 ® the Company's Registration Statement on Fen(Reg. No. 333:0021), file
with the Commission on August 12, 199

3.3 Amendment No. 1 to Bylaws of DXP Enterprises, Ifiacorporated by reference to Exhibit A to the Camps Current Report |
Form &K, filed with the Commission on July 28, 201

4.1 Form of Common Stock certificate (incorporabgdreference to Exhibit 4.3 to the Company's Regfion Statement on Form &-
(Reg. No. 33-61953), filed with the Commission on August 20, 8p!

4.2 See Exhibit 3.1 for provisions of the Company'stBtesl Articles of Incorporation, as amended, dafirthe rights of security holde!

4.3 See Exhibit 3.2 for provisions of the Company'saByd defining the rights of security holde

4.4 Form of Senior Debt Indenture of DXP Entemsisinc. (incorporated by reference to Exhibit taZzhe Company Registratio

Statement on Form-3 (Reg. No. 33-166582), filed with the Commission on May 6, 201
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4.5 Form of Subordinated Debt Indenture of DXPefmtises, Inc. (incorporated by reference to ExHit8 to the Company’s Registration
Statement on Form-3 (Reg. No. 33-166582), filed with the SEC on May 6, 201

+10.1 Employment Agreement dated effective as of Jandarg004, between DXP Enterprises, Inc. and David_Rle (incorporated b
reference to Exhibit 10.10 to the Company’s AnrRRaport on Form 16 for the fiscal year ended December 31, 2003 fildth the
Commission on March 11, 200:

+10.2 Employment Agreement dated effective as of Jun20D4, between DXP Enterprises, Inc. and Mac McClr(irecorporated b
reference to Exhibit 10.1 to the Company’s QuaytBréport on Form 1@ for the quarterly period ended March 31, 200édfivith the
Commission on May 6, 2004

+10.3 DXP Enterprises, Inc. 2005 Restricted S#lein (incorporated by reference to Exhibit 10.14h Companys Annual Report on For
1C-K for the fiscal year ended December 31, 2005 dfilvith the Commission on March 10, 20(C

+10.4 Amendment Number One to Employment Agreement dettiedtive as of January 1, 2004, between DXP Eng®g, Inc. and David
Little (incorporated by reference to Exhibit 10dlthe Company’s Current Report on ForrK 8filed with the Commission on July 2
2006).

+10.5 Amendment No. One to DXP Enterprises, I@€052Restricted Stock Plan (incorporated by refezencExhibit 10.2 to the Comparsy’
Current Report on Formr-K, filed with the Commission on July 26, 200

10.6  Stock Purchase Agreement among DXP Enterprises, dascPurchaser, Precision Industries, Inc., ardséiling stockholders dat
August 19, 2007, (incorporated by reference to EixHi0.1 to the Company’s Current Report on Forig, 8iled with the Commissic
on August 21, 2007

10.7  Asset Purchase Agreement among DXP Enterprises,dadPurchaser, Lone Wolf Rental, LLC, Indian Firel Safety, Inc., and t
other parties named therein dated October 18, 20@3grporated by reference to Exhibit 10.1 to @@mpanys Current Report ¢
Form &K, filed with the Commission on October 22, 20(

10.8  Stock Purchase Agreement among DXP Enterprises, dscPurchaser, Vertex Corporate Holdings, Iie,dtockholders of Vert
Corporate Holdings, Inc. and Watermilertex Enterprises, LLC, dated August 28, 2008&;dimporated by reference to Exhibit 10..
the Compan’s Current Report on Forn-K, filed with the Commission on August 29, 200

10.9 Amendment Number Two to Employment Agreement datiéective January 1, 2004 between DXP Enterpribes, and David F
Little (incorporated by reference to Exhibit 10dlthe Company’s Current Report on ForrK 8ied with the Commission on May 2
2009).

10.10 Asset Purchase Agreement, dated as of April 1, 2@h@reby DXP Enterprises, Inc. acquired the asse@uadna, Inc. (incorporat
herein by reference to Exhibit 10.1 to the Compar@urrent Report on FormH8-filed with the Securities and Exchange Commis
on April 5, 2010)

10.11 Asset Purchase Agreement, dated as of Novemb&02®, whereby DXP Enterprises, Inc. acquired tisetasof D&F Distributors, In
(incorporated herein by reference to Exhibit 1@.the Company’s Current Report on ForriK 8filed with the Securities and Exchai
Commission on November 23, 201

10.12 Amendment Number One to Employment Agreement deffesdttive June 1, 2004 between DXP Enterprises,dnd Mac McConne
(incorporated by reference to Exhibit 10.1 to tlwer@any's Current Report on Fori-K filed with the Commission on May 9, 201

10.13 David Little Equity Incentive Program dated May2011 (incorporated by reference to Exhibit 10.2hieo Company's Current Report
Form &K filed with the Commission on May 9, 201:
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10.14

10.15

10.16

10.17

10.18

10.19

18.1

*21.1

*23.1

*23.2

*31.1

*31.2

*32.1

*32.2

101

Asset Purchase Agreement, dated as of October @1, 2vhereby DXP Enterprises, Inc. acquired thestasef Kenneth Crosl
(incorporated by reference to Exhibit 10.27 to @@mpany’s Annual Report on Form KOfiled with the Commission on March
2012).

Asset Purchase Agreement, dated as of Decembe2(dd, whereby DXP Enterprises, Inc. acquired theetasof C.W. Rod To
Company (incorporated by reference to Exhibit 1a®8he Company’s Annual Report on Form KGiHed with the Commission ¢
March 9, 2012)

Arrangement Agreement, dated as of April 30, 20&Bereby DXP Enterprises, Inc. agreed to acquireoglthe shares of HS
Integrated Ltd., (incorporated by reference to BitHi0.1 to the Company’s Current Report on Fori, 8led with the Commission ¢
May 1, 2012)

Schedule A to the Arrangement Agreement dated A®il2012 between HSE Integrated Ltd., DXP Canattarfrises Ltd. and DX
Enterprises, Inc., Plan of Arrangement under Secti@3 of the Business Corporations Act (Albertaliéaded as of and effective J
28, 2012) (incorporated by reference to Exhibi1id. the Company’s Current Report on For{,&iled with the Commission on Ju
13, 2012)
Purchase Agreement, dated as of December 9, 20i&ely DXP Enterprises, Inc. agreed to acquir@fathe equity securities a
units of B27, LLC (incorporated by reference to Bxh10.1 to the Compang’Current Report on Form 8K filed with the Comnuos
on December 9, 2012
Amended and Restated Credit Agreement dated anabdy 2, 2014 by and among DXP Enterprises, Barpand Wells Fargo Bar
National Association, as Issuing Lender, and Adstiative Agent for other lenders (incorporate bfemence to Exhibit 10.2 to t
Compan’s Current Report on Forn-K, filed with the Commission on January 6, 201
Letter of Independent Registered Public Accountiiign Regarding Change in Accounting Principle (inpmyated by reference
Exhibit 18.1 to the Company’s Quarterly Report oorrr 10Q for the quarterly period ended March 31, 2008&dfiwith the
Commission on May 12, 200¢

Subsidiaries of the Compar

Consent of Grant Thornton LLP, Independent Regiskt&ublic Accounting Firr

Consent of Hein and Associates LLP, IndependentsRegd Public Accounting Firn

Certification of Principal Executive Officer pursudo Rule 13-14(a) and Rule 15-14(a) of the Exchange Act, as amenc
Certification of Principal Financial Officer pursuao Rule 13-14(a) and Rule 1:-14(a) of the Exchange Act, as amenc

Certification of Chief Executive Officer muant to 18 U.S.C. 1350, as adopted pursuant ttio8e206 of the Sarbané3xley Act of
2002, as amende

Certification of Chief Financial Officer pwant to 18 U.S.C. 1350, as adopted pursuant ttio8e206 of the Sarban&dxley Act of
2002, as amende

Interactive Data File

Exhibits designated by the symbol * are filed wiitis Report. All exhibits not so designated areoiporated by reference to a prior filing w
the Commission as indicated.

+ Indicates a management contract or compensal@nagp arrangement.

The Company undertakes to furnish to any sharehaderequesting a copy of any of the exhibits e fReport on upon payment to
Company of the reasonable costs incurred by thegaagnin furnishing any such exhibit.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this repoi
be signed on its behalf by the undersigned, theoeduly authorized.

DXP ENTERPRISES, INC. (Registrant)
By: /s/IDAVID R. LITTLE

David R. Little
Chairman of the Board, President and Chief Exeeulificer

Dated: March 16, 2015

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bépuhe following persons
behalf of the registrant and in the capacities@mthe dates indicated:

NAME TITLE DATE
/s/David R. Little Chairman of the Board, President March 165201
David R. Little Chief Executive Officer and Directt
(Principal Executive Officer
/sIMac McConnel Senior Vice President/Finance and March 16520
Mac McConnel Chief Financial Office

(Principal Financial and Accounting Office

/s/Cletus Davit Director March 16, 2015
Cletus Davis

/sITimothy P. Halte Director March 16, 2015
Timothy P. Halte:

/s/Bryan Wimberly Director March 16, 2015
Bryan Wimberly
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Exhibit 21.1
SUBSIDIARIES OF THE COMPANY AS OF DECEMBER 31, 2014
PMI Operating Company, Ltd., a Texas limited parsh
PMI Investment, LLC, a Delaware limited liabilitypiporation
Pump — PMI LLC, a Texas limited liability corporaiti
Vertex Corporate Holdings, Inc., a Delaware corfiora
Vertex-PFl, Inc., a Delaware corporation
PFI, LLC, a Rhode Island limited liability company
DXP Canada Enterprises, Ltd., a British Columbiapdaation
HSE Integrated, Ltd, an Alberta Corporation
Industrial Paramedic Services, Ltd., an Albertagoation
DXP Holdings, Inc., a Texas corporation
National Process Equipment, Inc. , an Alberta Crafion
Best Equipment Service and Sales Company, LLC,lavizee limited liability corporation
Integrated Flow Solutions, LLC, a Delaware limitebility corporation
B27, LLC, a Delaware limited liability corporation

Best Holdings, LLC, a Delaware limited liability qaoration







Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 16, 201th, mgspect to the consolidated financial statemants internal control over financ
reporting included in the Annual Report of DXP Hptéses, Inc. on Form 1B-for the year ended December 31, 2014. We hecebgent t
the incorporation by reference of said reportshim Registration Statements of DXP Enterprises,dnd-orms S-8 (File No. 33B34606, Fil
No. 33:-123698, File No. 333-92875 and File No. 333-928#1) on Forms S-3 (File No. 333-134603 and File 3&3-188907).

/s/ GRANT THORNTON LLP
Houston, Texas

March 16, 2015







Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 11, 201t sgspect to the consolidated financial statemants internal control over financ
reporting included in the Annual Report of DXP Hptéses, Inc. on Form 1R-for the year ended December 31, 2013. We herebgant t
the incorporation by reference of said reportshim Registration Statements of DXP Enterprises,dnd-orms S-8 (File No. 33B34606, Fil
No. 33:-123698, File No. 333-92875 and File No. 333-928#1) on Forms S-3 (File No. 333-134603 and File 3&3-188907).

Hein & Associates LLP
Houston, Texas

March 16, 2015







Exhibit 31.1
CERTIFICATIONS

I, David R. Little, certify that:
1. | have reviewed this annual report on Forn-K of DXP Enterprises, Inc

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, néauisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,aiher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrans other certifying officer(s) and | are responsitieestablishing and maintaining disclosure cdstemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)), for the registrant and hax

€) Designed such disclosure controlsaodedures, or caused such disclosure controlpammdures to be designed undel
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control oveaficial reporting, or caused such internal contk@r financial reporting to be desigi
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of ttgisteant’s disclosure controls and procedures and presémthis report our conclusio
about the effectiveness of the disclosure contaoid procedures, as of the end of the period covieyethis report based on st
evaluation; and

(d) Disclosed in this report any changettie registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabr® that has materially affect
or is reasonably likely to materially affect, thegyistrant’s internal control over financial repodj and

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitasmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and m@& weaknesses in the design or operation of falecontrol over financial reportil
which are reasonably likely to adversely affect tagistrants ability to record, process, summarize and refiaincial informatior
and

(b) Any fraud, whether or not materiddat involves management or other employees who laggnificant role in tt
registrant’s internal control over financial repogt

Date: March 16, 2015

/s/ David R. Little

David R. Little

President and Chief Executive Officer
(Principal Executive Officer)







Exhibit 31.2
CERTIFICATIONS

I, Mac McConnell, certify that:
1. | have reviewed this annual report on Forn-K of DXP Enterprises, Inc

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, néauisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,aiher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrans other certifying officer(s) and | are responsitieestablishing and maintaining disclosure cdstemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)), for the registrant and hax

€) Designed such disclosure controlsaodedures, or caused such disclosure controlpammdures to be designed undel
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control oveaficial reporting, or caused such internal contk@r financial reporting to be desigi
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant’s disclosure controls and procedures aadgmted in this report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coueyehis report based on such
evaluation; and

(d) Disclosed in this report any changettie registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabr® that has materially affect
or is reasonably likely to materially affect, thegyistrant’s internal control over financial repodj and

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitasmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and m@& weaknesses in the design or operation of falecontrol over financial reportil
which are reasonably likely to adversely affect tagistrants ability to record, process, summarize and refiaincial informatior
and

(b) Any fraud, whether or not materiddat involves management or other employees who laggnificant role in tt
registrant’s internal control over financial repogt

Date: March 16, 2015

/s] Mac McConnell

Mac McConnell

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)







Exhibit 32.1

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbarkes Act of 2002, as amended.

Pursuant to 18 U.S.C. Section 1350, as added hyo8e306 of the Sarban&3xley Act of 2002, as amended, the undersignedeaffof DXF
Enterprises, Inc. (the “Company”) hereby certifieat the Company’s Annual Report on FormKL@sr the year ended December 31, 2014
“Report”) fully complies with the requirements of Sectiond3¢r 15(d), as applicable, of the Securities ErgeaAct of 1934, as amended
U.S.C. 78m or 780(d)), and that the informationtagred in the Report fairly presents, in all matkeriespects, the financial condition i
results of operations of the Company.

Dated: March 16, 2015

/s/David R. Little
David R. Little
President and Chief Executive Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or as a
separate disclosure document.







Exhibit 32.2

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarb@rkes Act of 2002, as amended

Pursuant to 18 U.S.C. Section 1350, as added hyo8e306 of the Sarban&xley Act of 2002, as amended, the undersignedeaffof DXF
Enterprises, Inc. (the “Company”) hereby certifieat the Company’s Annual Report on FormKL@sr the year ended December 31, 2014
“Report”) fully complies with the requirements of Sectiond3¢r 15(d), as applicable, of the Securities ErgeaAct of 1934, as amended
U.S.C. 78m or 780(d)), and that the informationtagred in the Report fairly presents, in all matkeriespects, the financial condition i
results of operations of the Company.

Dated: March 16, 2015
/sIMac McConnell

Mac McConnell
Senior Vice President and Chief Financial Officer

The foregoing certification is being furnished $plpursuant to 18 U.S.C. Section 1350 and is nat¢péiled as part of the Report or a
separate disclosure document.







