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PART I: FINANCIAL INFORMATION
ITEM 1: FINANCIAL STATEMENTS

DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)(udited)

March 31, 2015 December 31, 201.
ASSETS
Current assets
Cash $ 2,4C $ 4
Trade accounts receivable, net of allowance fotfaliaccounts of $9,1(
in 2015 and $8,713 in 20: 212,01° 239,23t
Inventories, ne 112,65¢ 115,65¢
Costs and estimated profits in excess of billings o
uncompleted contrac 23,25:¢ 20,08t
Prepaid expenses and other current a: 5,07t 3,004
Deferred income taxe 7,90¢ 8,25(
Total current assets 363,32: 386,27¢
Property and equipment, r 68,98t 69,97¢
Goodwill 253,31 253,31
Other intangible assets, net of accumulated anadidiz of $73,657 in 20!
and $66,412 in 201 123,08t 130,33:
Other lon¢-term asset 1,73¢ 1,73C
Total assets $ 810,44 $ 841,63
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current maturities of lor-term debt $ 41,6l $ 38,60
Trade accounts payak 93,73( 100,77:
Accrued wages and benef 24,75, 26,967
Federal income taxes payal 4,081 8,13(
Customer advance 4,207 4,262
Billings in excess of costs and profits on uncortedecontract: 7,07t 8,84(
Other current liabilitie: 15,45, 19,62:
Total current liabilities 190,91( 207,20:
Long-term debt, less current maturiti 363,22: 372,90¢
Less unamortized debt issuance c: (2,425 (2,714
Long-term debt less unamortized debt issuance costs 360,79 370,19
Non-current deferred income tax 17,73¢ 21,28¢

Commitments and Contingencies (Note

Shareholder’ equity:

Series A preferred stock, 1/30vote per share; $1.00 par value; liquida

preference of $100 per share ($112 at Septembez03@,); 1,000,000 shai

authorized; 1,122 shares issued and outstar 1 1
Series B convertible preferred stock, 1M0ote per share; $1.00 par val

$100 stated value; liquidation preference of $1@ phare ($1,500

September 30, 2014); 1,000,000 shares authorize@pQ shares issued ¢

outstanding 15 15
Common stock, $0.01 par value, 100,000,000 sharg®ized; 14,698,1"
in 2015 and 14,655,356 in 2014 shares ist 14€ 14€
Additional paic-in capital 115,97. 115,60!
Retained earning 158,03 148,40¢
Accumulated other comprehensive | (8,740 (5,700
Treasury stock, at cost (471,615 shares in 201280d.95 in 2014 (24,432 (15,524
Total shareholder equity 240,99¢ 242,95.
Total liabilities and shareholders equity $ 810,44 $ 84163

The accompanying notes are an integral part oktheadensed consolidated financial statements.




DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
AND COMPREHENSIVE INCOME

(in thousands, except per share amounts) (unaudjted

Three Months Ended

March 31,

2015 2014
Sales $ 341,59 $ 348,50
Cost of sales 243,54! 246,79’
Gross profit 98,04¢ 101,70°
Selling, general and
administrative expense 79,95( 80,55:
Operating incom: 18,09¢ 21,15«
Other expense (income), r (249 (150;
Interest expense 2,6¢ 3,39i
Income before income tax 15,66 17,907
Provision for income taxes 6,01< 6,944
Net income 9,651 10,96:
Preferred stock dividend 23 23
Net income attributable
common shareholders $ 9,62 $ 10,94
Net income $ 9,65 $ 10,96
Loss on long-term investment,
net of income taxe - (55)
Cumulative translation adjustment, net of incomesa (3,040 (1,290
Comprehensive income (loss) $ 6,61 $ 9,61
Basic earnings per share $ 0.6 $ 0.7
Weighted average common
shares outstanding 14,39: 14,72¢
Diluted earnings per share $ 0.6 $ 0.7
Weighted average common shares
and common equivalent
shares outstanding 15,23: 15,56/

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




DXP ENTERPRISES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands) (unaudited)

Three Months Ended

March 31,
2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 9,65 $ 10,96
Adjustments to reconcile net income to net castiviged by (used in) operating
activities:
Depreciatior 2,901 2,98¢
Amortization of intangible asse 5,35¢ 5,57
Bad debt expens 51€ 524
Amortization of debt issuance co 28¢ 28¢
Compensation expense for restricted s 812 68E
Tax loss (benefit) related to vesting of resércstock 46 (637,
Deferred income taxe 1,262 (3,157
Changes in operating assets and liabilities, hiet o
assets and liabilities acquired in business aitopns:
Trade accounts receival 23,58¢ (18,010
Costs and estimated profits in excess of bidling
uncompleted contrac (3,340 6,51(
Inventories 3,01¢ 1,041
Prepaid expenses and other as (2,181 63€
Accounts payable and accrued expel (18,389 10,45(
Billings in excess of costs and estimated gafn
uncompleted contrac (1,550 2,79:
Net cash provided by operating activities 21,98: 20,65(
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm (3,574 (1,684
Sale of lonr-term investmen - (1,688
Acquisitions of businesses, net of cash acquired - (287,043
Net cash used in investing activitie (3,574 (290,415
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from del 123,35: 380,43¢
Principal payments on revolving line of credit astber long-term
debt (130,016 (104,454
Dividends paic (23) (23)
Purchase of treasury sto (8,908 -
Tax benefit related to vesting of restricted st (46) 637
Net cash provided by (used in) financing activitie (15,642 276,59
EFFECT OF FOREIGN CURRENCY ON CAS (403 172
NET CHANGE IN CASH AND CASH EQUIVALENTS 2,362 6,662
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 47 5,46¢
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 2,40 $ 1213

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




DXP ENTERPRISES INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - THE COMPANY

DXP Enterprises, Inc. together with its subsidisifeollectively “DXP,” “Company,” “us,” “we,” or “@r”) 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, Supply Services (SCS) and Innovative Pumping Solut{¢S). See Note 13 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 accordaitbeascounting principles generally accepted in thnted States of Ameri
("USGAAP”). The accompanying consolidated finanattements include the accounts of the Companytemcholly owned subsidiarie$he
accompanying unaudited condensed consolidated dimastatements have been prepared on substanttadlysame basis as our ani
consolidated financial statements and should be ireaonjunction with our annual report on FormK.@er the year ended December 31, 2!
For a more complete discussion of our significaimoainting policies and business practices, refénéaonsolidated annual report on Form 1(
K filed with the Securities and Exchange CommissiarMarch 16, 2015. The results of operations lierthree months ended March 31, Z
are not necessarily indicative of results expetedhe full fiscal year.

All intercompany accounts and transactions have keéminated upon consolidation.
Revenue Recognitic

For binding agreements to fabricate tangible aswetsustomer specifications, the Company recognieeenues using the percentag:
completion method. Under this method, revenuesearegnized as costs are incurred and includedtimated profits calculated on the basi
the relationship between costs incurred and tat@n@ted costs at completion. If at any time expedosts exceed the value of the contrac
loss is recognized immediately. The typical timarspf these contracts is approximately one to teary.

NOTE 3 - RECENT ACCOUNTING PRONOUNCEMENTS

In April 2015, the FASB issued ASU No. 2015-08terest — Imputation of Interest (Subtopic 88®: Simplifying the Presentation of D
Issuance Cost, which requires entities to recognize debt issaarwsts related to a recognized debt liability afirect deduction from tt
carrying amount of that debt liability. This prommement is effective for fiscal years, and integeriods within those years, beginning ¢
December 15, 2016, however, early adoption is pgeethiDXP adopted this guidance for the first geradf 2015 and adjusted the balance ¢
for all periods presented.

In May 2014, the FASB issued ASU No. 2014-8&venue from Contracts with Customers (Topic 6888)ch provides guidance on revel
recognition. The core principal of this guidancehiat an entity should recognize revenue to dep&transfer of promised goods or service
customers in an amount that reflects the considerad which the entity expects to be entitled xtleange for those goods or services.
guidance requires entities to apply a fastep method to (1) identify the contract(s) witlstoumers; (2) identify the performance obligationg
the contract; (3) determine the transaction pr{@@;allocate the transaction price to the perforoganbligation(s) in the contract; and
recognize revenue when (or as) the entity satisfigerformance obligation. This pronouncement fective for fiscal years, and inter
periods within those years, beginning after Decanildqe 2016. In April 2015, the FASB issued a pr@ade defer the effective date.
approved, the pronouncement would be effectivdigoal years, and interim periods within those geheginning after December 15, 2017.
are evaluating the impact that the adoption of stamdard will have on our consolidated financiatesnents.
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In July 2013, the FASB issued ASU 2013-Iiicome Taxes (Topic 740yhich requires entities to present unrecogniasdenefits as a
liability and not combine it with deferred tax aissto the extent a net operating loss carry-forwarsimilar tax loss, or a tax credit carry-
forward is not available at the reporting date. AZ13-11 is effective for fiscal years beginninteaDecember 15, 2013. DXP adopted this
guidance in the first quarter of 2014. There wasnaterial effect on our financial statements.

NOTE 4 - FAIR VALUE OF FINANCIAL ASSETS AND LIABILI TIES

Authoritative guidance for financial assets andilites measured on a recurring basis appliedltinancial 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 (unadjusie@ytive markets for identical assets or liaigitt

Level 2 Input:

Level 2 inputs are other than quoted prices thatolaservable 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 Itgbiéind inputs that are derived principally fromamrroborated by observable market dat
correlation or other means.

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 thousand9:

Three Months Ended

March 31,
2015 2014

Fair value at beginning of peric $ = $ 1,83
Investment during the peric - -
Realized and unrealized gains (losses)

included in other comprehensive inco - (149
Proceeds on sale of investm - (1,688
Fair value at end of peric $ - $ 5

The Company paid a total of $1.7 million for anestment with quoted market prices in an active eiarkt December 31, 2013, the ma
value of this investment was $1.8 million. Durirtgetnine months ended September 30, 2014, the Cgongmd this investment for $1
million. The Company recognized a $0.1 million lass2014 on the sale of this investment, whichnisluded in other income within ¢
condensed consolidated statements of income.




During the fourth quarter of 2014, in connectiorthithe annual test for impairment, DXP recordedltwhpairment charges of $117.6 million
in order to reflect the implied fair values of gedl, which is a non-recurring fair value adjustnhefhe fair values of goodwill used in the
impairment calculations were estimated based aodiged estimated future cash flows with the distoates of 10.0% to 13.5%. The
measurements utilized to determine the impliedvalue of goodwill represent significant unobseteahputs (Level 3) in accordance with the
fair value hierarchy.

NOTE 5 - INVENTORY

The carrying values of inventories are as followsthousand3:

March 31, December 31,
2015 2014
Finished good $ 100,37 $ 99,73
Work in process 12,28 15,92¢
Inventories, ne $ 112,65 $ 11565

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 achievemenedéin milestones, completion of specified unitsc@mpletion of a contract.

Costs and estimated earnings on uncompleted ctgtiad related amounts billed were as followsHousands):

March 31,2015 December 312014
Costs incurred on uncompleted contre 44,41. 49,13
Estimated earnings, there 15,03 16,74
Total 59,44! 65,88
Less: billings to dat 43,24 54,70.
Net 16,20. 11,18

Such amounts were included in the accompanyingatioiased balance sheets for 2015 and 2014 unddollogving captions (in thousands):

March 31, 2015 December 31, 201.
Costs and estimated earnings in excess
of billings on uncompleted contrac $ 23,25 $ 20,08
Billings in excess of costs and estimated
earnings on uncompleted contra (7,07t (8,84(
Translation Adjustmer 2 (62
Net $ 16,2C $ 11,18




NOTE 7 - PROPERTY AND EQUIPMENT

The carrying values of property and equipment arfobiows (in thousands:

March 31,

Land
Buildings and leasehold improveme
Furniture, fixtures and equipme

Less— Accumulated depreciatic

Total Property and Equipment, r

December 31
2014
2,38 $ 2,38
13,53: 13,49(
98,84¢ 97,82¢
(45,787 (43,726
$ 68,98 $ 69,97

NOTE 8 - GOODWILL AND OTHER INTANGIBLE ASSETS

The following table presents the changes in theyitay amount of goodwill and other intangible assetiring the three months ended M:

31, 2015 (n thousandy:

Other
Goodwill Intangible Assets Total
Balance as of December 31, 2( $ 253,31 $ 130,33 $ 383,64
Acquired during the perio - - -
Translation adjustmel - (1,887 (1,887
Amortization - (5,358 (5,358
Balance as of March 31, 2015 $ 253,31 $ 123,08 $ 376,40

The following table presents goodwill balance byartable segment as of March 31, 2015 and DeceBthet014(in thousands)

March 31, December 31
2015 2014
Service Center $ 167,30 $ 167,30
Innovative Pumping Solutior 68,87 68,87:
Supply Chain Services 17,13¢ 17,13¢
Total $ 253,31 $ 253,31
The following table presents a summary of amortzalher intangible assetsn(thousands:
As of March 31, 2015 As of December 31, 2014
Gross Gross

Carrying Accumulated Carrying Carrying Accumulated Carrying

Amount Amortization Amount, net Amount Amortization Amount, net
Vendor
agreement $ 2,49 $ (1,361 $ 113 $ 2,49 $  (1,33C $ 1,16
Customer
relationships 192,51: (71,082 121,43( 192,51: (63,957 128,55!
Non-compete
agreement 1,73 (1,214 523 1,73 (1,125 612
Total $ 196,74 $ (73,657 $ 123,08 $ 196,74 $ (66,41 $ 130,33

Other intangible assets are generally amortizedrdatg to estimated economic benefits over thdimeged useful lives.
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NOTE 9 — LONG-TERM DEBT

Long-term debt consisted of the following at Ma&d) 2015 and December 31, 2014 thousands:

March 31, December 31
2015 2014
Line of credit $ 196,51 $ 193,44
Term loan 203,12! 212,50(
Promissory note payable in monthly installment2.8%6 through
January 2021, collateralized by equipn 5,01¢ 5,21¢
Unsecured subordinated notes payable in quartestaliments at 5%
through November 201 16E 357
Less unamortized debt issuance costs (2,425 (2,714
402,40! 408,80:.
Less: Current portio (41,603 (38,608
Long-term debt less current maturiti $ 360,79 $ 370,19

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 Mar8h, 2015 the term loan component ol
facility was $203.1 million. The Facility expires danuary 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 March 31, 2015, the LIBOR based rate of thelleaeias LIBOR plus 2.00% the prime based ratehef Facility was prime plus 1.00%, ¢
the commitment fee was 0.35%. At March 31, 201393 million was borrowed under the Facility at aighted average interest rate
approximately 2.2% under the LIBOR options. At MaB1, 2015, the Company had $41.3 million availdbteoorrowing under the Facility.

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




NOTE 10 - STOCK-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®common stock. The shares of restricted stockiggaio employees and that are outstanding as ofiM2it, 2015 ve
in accordance with one of the following vestingesdhles: 100% one year after date of grant; 33.38h gear for three years after date of gl
20% each year for five years after the grant datd,0% each year for ten years after the grant ddte Restricted Stock Plan provides the
each July 1 during the term of the plan each employee director of DXP will be granted the numbgwhole shares calculated by divid
$75 thousand by the closing price of the commonkstm such July 1. The shares of restricted stoahtgd to noremployee directors of DX
vest one year after the grant date. The fair vafuestricted stock awards is measured based ualdsing prices of DXB’common stock ¢
the grant dates and is recognized as compensatmanse over the vesting period of the awards. @esteicted stock vests, new shares o
Company’s stock are issued.

The following table provides certain informatiorgaeding the shares authorized and outstanding uthdeRestricted Stock Plan at March
2015:

Number of shares authorized for gra 800,00
Number of shares granti (850,378
Number of shares forfeite 131,66-
Number of shares available for future gre 81,28¢
Weightec-average grant price of granted she $ 28.1

Changes in restricted stock for the three montdeémMarch 31, 2015 were as follows:

Number of Weighted Average
Shares Grant Price
Non-vested at December 31, 20 179,94 $52.71
Grantec 13,00( $ 46.08
Forfeited (8,643 $62.76
Vested (42,815 $47.02
Non-vested at March 31, 20: 141,48 $53.21

Compensation expense, associated with restrictexk,stecognized in the three months ended March2815 and 2014 was $0.8 million ¢
$0.7 million, respectively. Related income tax H#seecognized in earnings for the three monthdeenMarch 31, 2015 and 2014 w
approximately $0.3 million and $0.3 million, respeely. Unrecognized compensation expense undeResiricted Stock Plan at March
2015 and December 31, 2014 was $6.7 million ané #6llion, respectively. As of March 31, 2015, tiweighted average period over wt
the unrecognized compensation expense is expeaxtealrecognized is 31.2 months.
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NOTE 11 - 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 asie and diluted earnings per share for the peiliidisated (in thousands, except per sh
data):

Three Months Ended

March 31,

2015 2014
Basic:
Weighted average shares outstanding 14,391 14,724
Net income $ 9,65 $ 10,96
Convertible preferred stock divide! 23 23
Net income attributable to common shareholt $ 962 $ 1094
Per share amou $ 06 $ 0.7
Diluted:
Weighted average shares outstant 14,39: 14,72¢
Assumed conversion of convertible
preferred stocl 84( 84C
Total dilutive share 15,23: 15,56¢
Net income attributable 1
common shareholde $ 9,62 $ 10,94
Convertible preferred stock dividel 23 23
Net income for dilutec
earnings per sha $ 9,65 $ 10,96
Per share amou $ 0.6 $ 0.7

NOTE 12 - 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 asmedsliabilities is based on estimates of fair nearkalue and may be prospectively revise
and when additional information the Company is &wgiconcerning certain asset and liability valoas is obtained, provided that s
information is received no later than one yearrédfie date of acquisition. Goodwill is calculatexlthe excess of the consideration transft
over the net assets recognized and representaitine feconomic benefits arising from other assetpiiged that could not be individua
identified and separately recognized. It specificalcludes the expected synergies and other bisrtbfit we believe will result from combin
the operations of our acquisitions with the operatiof DXP and any intangible assets that do natif§gufor separate recognition such as
assembled workforce.

On January 2, 2014, the Company completed the sitiqui of all of the equity securities and unitsB#7, LLC (“B27”) by way of a Securiti¢
Purchase Agreement to expand DXRump packaging offering. The total transactiolu&avas approximately $293.6 million, exclud
approximately $1.0 million in transaction costsagumized within SG&A in the 2013 statement of inconTde 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 due tdigpute with the sellers of B27 regarding the vimgkcapital adjustment to the purch
price. Estimated goodwill of $178.3 million andangible assets of $81.1 million were recognizedtlits acquisition. Approximately $15¢
million of the estimated goodwill or intangible ats are expected not to be tax deductible. Thenattd goodwill associated with t
acquisition is included in the IPS and Service Eensegments. During the fourth quarter of 2014POp¢rformed its annual impairment
and recognized impairment expense of $105.3 mibhionthe goodwill associated with the acquisitiorB&f7.
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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")to
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. PXas completed valuations of intangibles for MT&& valuation of working capital iten
and completed the analysis of tax effects, howether,amounts remain preliminary due to potentiatkivy capital adjustments. Estima
goodwill of $4.3 million and intangible assets @.% million were recognized for this acquisitionl] Af the estimated goodwill is included
the Service Centers segment.

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 resemet of operating expenses and net of capitagehdor 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 B27, a discount r¢
13.5% was deemed appropriate for valuing thesetsassel was based on the risks associated withegective cash flows taking i
consideration the acquired company’s weighted aecast of capital.

For the three months ended March 31, 2015, busseassquired during 2014 contributed sales of $4@llfon and a loss before taxes
approximately $1.4 million.

The following table summarizes the estimated failugs of the assets acquired and liabilities asdudueing 2014 in connection with 1
acquisitions described above(thousands:

B27 MT&S Total
Cash $ 2,53 $ 80t $ 3,34
Accounts Receivable, n 51,44¢ 5,65¢ 57,10
Inventory 6,472 2,52; 8,99
Property and equipme 14,57 557 15,13(
Goodwill and intangible(® 259,41. 8,40¢ 267,81
Other assets 1,791 59 1,85(
Assets acquired 336,23: 18,00t 354,23¢
Current liabilities assume 26,69( 3,33¢ 30,02¢
Non-current liabilities assumed 15,99: - 15,99:
Net assets acquired $ 293,55 $14,66! $ 308,22

(1) The amounts in the table above do not refleet#105.3 million of goodwill impairment charges 827 recorded in the fourth quartel
2014.

The pro forma unaudited results of operations lier Company on a consolidated basis for the thre@hmanded March 31, 2015 and 2!
assuming the acquisition of businesses completé&tDid were consummated as of January 1, 2014 d@dl@ass (in thousands, except |
share datg):

Three Months Ended

March 31,
2015 2014
Net sales $ 341,59 $ 358,30
Net income $ 9,651 $ 11,87¢
Per share dal
Basic earning $ 0.6% $ 0.8!
Diluted earning $ 0.6 $ 0.7¢
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NOTE 13 - SEGMENT REPORTING

The Companys reportable business segments are: Service Cehtamvative Pumping Solutions and Supply Chainviges. The Servic
Centers segment is engaged in providing maintenaviB® products, equipment and integrated servicesding 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 gafervices categories. The Innova
Pumping Solutions segment fabricates and assermmbsemmade pump packages, remanufactures pumps and roamatabranded 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.

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

Three Months ended March 31

Service

Centers IPS SCS Total
2015
Sales $ 225,79 $ 74,26. $ 41,53 $ 341,59
Operating income for reportable segme $ 22,86 $ 8,62 $ 3,27 $ 34,77
2014
Sales $ 231,22 $ 79,88 $ 37,39 $ 348,50
Operating income for reportable segme $ 24,42 $ 9,54 $ 3,12 $ 37,09

The following table presents reconciliations of @img income for reportable segments to the cadatd income before taxesir
thousand9:

Three Months Ended March 31,

2015 2014

Operating income for reportable segme $ 34,77 $ 37,09
Adjustment for:

Amortization of intangible 5,35¢ 5,571
Corporate and other expense, net 11,31« 10,36¢
Total operating incom 18,09¢ 21,154
Interest expense, n 2,68 3,391
Other expense (income), net (249 (150
Income before income taxes $ 15,66 $ 17,90
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NOTE 14 — COMMITMENTS AND CONTINGENCIES

From time to time, the Company is a party to vasidegal 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 — 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 markatpivately negotiated transactic
DXP has purchased 191,420 shares for $8.9 milliateunthis authorization as of March 31, 2015.

NOTE 16 - SUBSEQUENT EVENTS

On April 1, 2015, DXP acquired substantially alltbe equity interests of Tool Supply, Inc. (“Toal@gply”). DXP acquired this business
enhance our metal working product offering in tlaeifc northwest region of the United States. DXddpapproximately $5.2 million for Ta
Supply which was borrowed under our existing créditility.

ITEM 2: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following management discussion and analysiB&®) of the financial condition and results of op#ions of

DXP Enterprises, Inc. together with its subsidiar{eollectively"DXP,” “Company,” “us,” “we,” or “our”)  for the three months ended Ma
31, 2015 should be read in conjunction with ouryioels annual report on Form 10-K and our quartemdyports on Form 1@ incorporated il
this Quarterly Report on Form 1Q-by reference, and the financial statements artdsthereto included in our annual and quarterlpogs
The Company financial statements are prepared in accordanith accounting principles generally accepted in theited States of Ameri
(“"USGAAP").

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (this “Reportpntains statements that constitute “forward-loakistatementsiwithin the meaning
the Private Securities Litigation Reform Act of 398s amended. Such statements can be identifitliebyse of forwardiboking terminolog
such as “believes”, “expects”, “may”, “might”, “estmates”, “will”, “should”, “could”, “plans” or “ant icipates” or the negative thereof
other variations thereon or comparable terminology by discussions of strategy. Any such forwaaking statements are not guarantee
future performance and may involve significant sighd uncertainties, and actual results may varyemally from those discussed in

forward-looking statements as a result of various factdisese factors include the effectiveness of managgsstrategies and decisions,
ability to implement our internal growth and acqtien growth strategies, general economic and bess condition specific to our primi
customers, changes in government regulations, dilityato effectively integrate businesses we meguae, new or modified statutory
regulatory requirements and changing prices and katiconditions. This Report identifies other fasttrat could cause such differences.
cannot assure that these are all of the factorg timuld cause actual results to vary materiallynfréhe forwardlooking statements. Factc
that could cause or contribute to such differencetude, but are not limited to, those discussedRisk Factors”, included in our Annt
Report on Form 1-K filed with the Securities and Exchange CommissiorMarch 16, 2015. We assume no obligation andatointend t
update these forward-looking statements. Unlesctimtext otherwise requires, references in thisdRefp the "Company”, "DXP", “we’or
“our” shall mean DXP Enterprises, Inc., a Texas poration, together with its subsidiaries.
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RESULTS OF OPERATIONS
(in thousands, except percentages and per shag) dat

Three Months Ended March 31,

2015 % 2014 %
Sales $341,59: 100.( $348,50: 100.(
Cost of sale: 243,54! 71.5 246,79 70.¢
Gross profit 98,04¢ 28.7 101,70° 29.2
Selling, general and
administrative expens 79,95( 23.4 80,55! 23.1
Operating incom 18,09¢ Bee 21,15¢ 6.1
Interest expens 2,68: 0.€ 3,39i 1.C
Other expense (income), r (249 0.1 (150 0.C
Income before
income taxe: 15,66¢ 4.€ 17,907 5.1
Provision for
income taxe: 6,014 1.€ 6,944 2.C
Net income $ 9,65 2.€ $ 10,96‘ 3.1
Per share amoun
Basic earnings
per shart $ 0.6 $ 07
Diluted earnings
per shart $ 0.6 $ 0.7

DXP is organized into three business segmentsiceBenters, Supply Chain Services (SCS) and Inhava

Pumping Solutions (IPS). The Service Centers agaged in providing maintenance, repair and opegaviRO) products, equipment &
integrated services, including technical experdisd logistics capabilities, to industrial customeith the ability to provide same day delive
The Service Centers provide a wide range of MRQlpets and services in the rotating equipment, hgapower transmission, hose, fl
power, metal working, industrial supply and safptpduct and service categories. The SCS segmenagearall or part of our customer’
supply chain, including inventory. The IPS segmfatiricates and assembles integrated pump systeRages custom made to custo
specifications, remanufactures pumps and manufastnanded private label pumps.

Three Months Ended March 31, 2015 compared to Thtesths Ended March 31, 2014

SALES. Sales for the three months ended March @15 2lecreased $6.9 million, or 2.0%, to approxitge841.6 million from $348.5 millic
for the prior corresponding period. MT&S, a busmesquired on May 1, 2014, accounted for $11.3ionilbf the first quarter 2015 sal
Excluding first quarter 2015 sales from MT&S, orsame store sales basis, sales for the first quiart2®15 decreased by $18.3 million
5.2% from the prior corresponding period. This salecrease is primarily the result of decreasesiinService Center and IPS segmen
$16.8 million and $5.6 million, respectively, orsame store sales basis. These decreases in satepavgally offset by an increase of $
million within our SCS segment. These variancesexy@ained in segment discussions below. The stineaigthe U.S. dollar contributed to
sales decline. Sales for our Canadian operatioms $&6.4 million for the first quarter of 2015. Tbleange in the exchange rate reduced
by approximately $4.5 million compared to the antouhich would be calculated using the first quadeR014 average exchange rate.

GROSS PROFIT. Gross profit as a percentage of $ald@he three months ended March 31, 2015 decdelag@pproximately 50 basis poi
from the prior corresponding period. This decreiasgrimarily the result of MT&S having a lower geoprofit percentage of 20.6% than
29.0% gross profit percentage for the remaindeD¥P. On a same store sales basis, gross profit per@entage of sales decrease:
approximately 20 basis points. This decline in grpsofit as a percentage of sales is primarily rdsult of an approximate 560 basis p
decline in the gross profit percentage for $44.0ioni of sales of safety related products and s&win the first quarter of 2015. The declin
the gross profit percentage to 30.0% for the fipgarter of 2015, from 35.6% for the first quartér2014, for safety related products .
services is primarily the result of a decline itesaof higher margin safety services work in ugstreoil and gas markets due to a signifi
decline in the number of drilling rigs operatingtive U.S. and Canada.
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SELLING, GENERAL AND ADMINISTRATIVE. Selling, gened and administrative expense (SG&A) for the thremths ended March 31,
2015 decreased by approximately $0.6 million, 820to $80.0 million from $80.6 million for the pricorresponding period. Selling, general
and administrative expense from MT&S was $1.8 onillof the first quarter amount. Excluding first ¢ea expenses from MT&S, on a same
store sales basis, SG&A for the quarter decreagé&® 8 million, or 3.0%. Health care claims increé$1.8 million, or approximately 62%
over the prior corresponding period, which wasetdffsy a $4.2 million decrease in variable compeosatlated to declines in sales to
customers in upstream oil and gas markets. As@ptage of sales, the first quarter 2015 expergeased approximately 55 basis points to
23.7%, from 23.1% for the prior corresponding perion a same store sales basis, primarily as & mfdncreased health care claims.

OPERATING INCOME. Operating income for the firstagter of 2015 decreased $3.1 million, or 14.5% camag to the prior correspond
period. This decrease in operating income is pilgnéine result of the 2.0% decrease in sales aed5th basis point decline in gross pt
percentage discussed above. Operating income fra@9Mreduced the decline in operating income by $@ilion. Excluding operatin
income from MT&S, on a same store sales basis,atipgrincome decreased $3.6 million, or 16.9% fitben prior corresponding period. T
decrease in operating income is primarily relatethé decline in sales and gross profit discusbesieaa

INTEREST EXPENSE. Interest expense for the firsarter of 2015 decreased 21.0% from the prior cpoeding period primarily due
paying down debt during 2014 and 2015.

INCOME TAXES. Our provision for income taxes diffefrom the U.S. statutory rate of 35% primarily doestate income taxes and non
deductible expenses. The effective tax rate forfitst quarter of 2015 decreased to 38.4% from @8ir the prior corresponding per
primarily as a result of small changes in permaudiiférences.

SERVICE CENTERS SEGMENT. Sales for the Service @mnsegment decreased by $5.4 million, or 2.4%tHerfirst quarter of 201
compared to the prior corresponding period. Exelgdirst quarter 2015 Service Centers segment $ales MT&S of $11.3 million, Servic
Centers segment sales for the fygarter in 2015 decreased $16.8 million, or 7.38mfthe prior corresponding period, on a same sale
basis. This sales decrease is primarily the reduecreased sales of bearings, metal working mtsdand safety services to customers enc
in the upstream oil and gas market or manufactwetngpment for the upstream oil and gas marketufle oil and natural gas prices remai
or below, prices experienced during the first gqeradf 2015, this decline in sales to the upstrednara gas industry would be expecte:
continue during the remainder of 2015. The strergftithe U.S. dollar also contributed to the saleslide. Service Center sales for
Canadian operations were $30.6 million. The chandlee exchange rate reduced sales by $3.8 mitiionpared to the amount which woulc
calculated using the first quarter of 2014 avemgehange rate. As a percentage of sales, thajfiester gross profit percentage for the Sel
Centers segment decreased approximately 70 basits goom the prior corresponding period. Excluditig first quarter Service Cent
segment results of MT&S, the gross profit percemtdgcreased approximately 20 basis points fronprioe corresponding period. The dec|
in gross profit as a percentage of sales, on a séone sales basis, is primarily the result of ppreximate 560 basis point decline in the g
profit percentage for $41.0 million of sales ofetgfrelated products and services in the first iguasf 2015. The decline in the gross pi
percentage to 30.9% for the first quarter of 20t&m 36.5% in the prior corresponding period, fafety related products and service
primarily the result of decreased sales of highargim safety services work in upstream oil and maskets in the U.S and Canada due
significant decline in the number of drilling riggerating in the U.S and Canada. Operating incaméhe Service Centers segment decre
$1.6 million, or 6.4%. Excluding first quarter Sier Centers segment operating income from MT&S®@83$nillion, Service Centers segm
operating income for the first quarter in 2015 @ased by $2.4 million, or 9.7% primarily as a restilthe decreased sales and gross |
discussed above.

INNOVATIVE PUMPING SOLUTIONS SEGMENT. Sales for theS segment decreased by $5.6 million, or 7.0%Herfirst quarter of 20:
compared to the prior corresponding period. Thizrelese was primarily the result of a decline indhpital spending by oil and gas produ
and related businesses. This decline in IPS salglsl continue during the remainder of 2015 if crwileand natural gas prices remain ai
below, prices experienced during the first quanfe2015. As a percentage of sales, the first qugriess profit percentage for the IPS seqgi
increased approximately 40 basis points from ther morresponding period primarily as a result proved gross profit as a percentag
sales by B27. B27 experienced cost overruns ifitsiequarter of 2014. Operating income for the B&gment decreased $0.9 million, or 9.
primarily as a result of the 7.0% decrease in sales
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SUPPLY CHAIN SERVICES SEGMENT. Sales for the SCgnsent increased by $4.1 million, or 11.1%, forfing quarter of 2015
compared to the prior corresponding period. Theciase in sales is primarily related to increaséesda new and existing customers in the
automotive, petrochemical, mining and gas turbimtustries which were partially offset by decreasesales to customers in the in oilfield
services and oilfield equipment manufacturing iridas. We suspect the customers, which purchased products from DXP, did so because
the customers increased production during the ge¥Me suspect customers in the oailfield servicabsdaliield equipment manufacturing
industries purchased less from DXP because ofdéhbng in the number of drilling rigs operatingtire U.S and Canada. Operating income fol
the SCS segment increased 5.0% primarily as atrefstile 11.1% increase in sales.

BUSINESS ACQUISITIONS AND SUPPLEMENTAL PRO-FORMA DA TA

A key component of our growth strategy includes plating acquisitions of businesses with complenmgntar desirable product line
locations or customers. Since 2004, we have coeghl@® acquisitions across our three business sdgnigelow is a summary of rec
acquisitions.

On January 2, 2014, the Company acquired all okthgty securities and units of B27, LLC (“B27DXP acquired this business to exp
DXP’s pump packaging offering. The total transactiotu&avas approximately $293.6 million, excluding epgmately $1.0 million i
transaction costs. The purchase price was finama#d borrowings under DXR' amended credit facility and approximately $4.0liom
(36,000 shares) of DXP common stock.

On May 1, 2014, the Company completed the acqaisibf all of the equity interests of Machinery Tiogl and Supply, LLC (MT&S) by we
of an Equity Purchase Agreement to expand DX@utting tools offering in the North Central regiof the United States. DXP p.
approximately $14.7 million for MT&S, which was owed under our existing credit facility.

For the three months ended March 31, 2015, busseassquired during 2014 contributed sales of $4@llfon and a loss before taxes
approximately $1.4 million.

The following table summarizes the estimated failugs of the assets acquired and liabilities asdudueing 2014 in connection with 1
acquisitions described aboven(thousands:

B27 MT&S Total
Cash $ 2,53 $ 80t $ 3,34
Accounts Receivable, n 51,44¢ 5,65¢ 57,10«
Inventory 6,472 2,52: 8,99
Property and equipme 14,57 557 15,13(
Goodwill and intangible® 259,41. 8,40¢ 267,81
Other assets 1,791 59 1,85(
Assets acquired 336,23: 18,00t 354,23¢
Current liabilities assume 26,69( 3,33¢ 30,02¢
Non-current liabilities assumed 15,99: - 15,99:
Net assets acquired $ 293,55 $14,66! $ 308,22

(1) The amounts in the table above do not refleet#105.3 million of goodwill impairment charges 827 recorded in the fourth quartel
2014.
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The pro forma unaudited results of operationstier@ompany on a consolidated basis for the threghmended March 31, 2015 and 2014,
assuming the acquisition of businesses complet@@1d were consummated as of January 1, 2014 doi@ss (in thousands, except per
share datg):

Three Months Ended

March 31,
2015 2014
Net sales $ 341,59¢ $ 358,30¢
Net income $ 9,651 $ 11,87¢
Per share dat
Basic earning $ 0.67 $ 0.8:
Diluted earning $ 0.6: $ 0.7¢

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 fofarmation technology, warehouse equipment andysafrvices equipment. We also req
cash to pay our lease obligations and to servicelebt.

The Company generated $22.0 million of cash in ajeg activities during the three months ended M&t, 2015 compared to $20.7 mill
during the prior corresponding period. The increzesgveen the two periods was primarily driven bgraes in working capital.

During the three months ended March 31, 2015, theuat available to be borrowed under our credieagrent with our bank lender decres
from $51.0 million at December 31, 2014 to $41.3liam at March 31, 2015. This decrease in availgbjprimarily resulted from the $3
million decline in the earnings before taxes, iestr depreciation and amortization for the firsarer of 2015 compared to the first quarte
2014.

Credit Facility

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 Mar8h, 2015 the term loan component ol
facility was $203.1 million. The Facility expires danuary 2, 2019.

The Facility provides the option of interest at OB (or CDOR for Canadian dollar loans) plus an impple 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 tlsedl 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 March 31, 2015, the LIBOR based rate of the llaevas LIBOR plus 2.00%, the prime based ratéhaf Facility was prime plus 1.00
and the commitment fee was 0.35%. At March 31, 28899.6 million was borrowed under the Facilityaaveighted average interest rat
approximately 2.2% under the LIBOR options. At MaR1, 2015, the Company had $41.3 million availdbtdoorrowing under the Facility.
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At March 31, 2015, the Facility’s principal finaaticovenants 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; and ¢fjtingent obligations for funded indebtedness. Atréh 31, 2015, the Compasyleverag
Ratio was 2.95 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 sisbgd. At March 31, 2015, the Company's Consodiddtixed Charge Coverage Ratio
1.78 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 March 31, 20h% Company's Asset Coverage Ratio was 1.29 to 1.00.

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 computationité t everage Ratio as of March 31, 2015 thousands, except for ratigs

For the Twelve Months ended Leverage

March 31, 201! Ratio

Loss before taxe $ (28,80%
Interest expens 12,08:
Depreciation and amortizatic 34,77¢
Impairment expens 117,56¢
Stock compensation exper 3,62¢
Pro forma acquisition EBITD; 191
Other adjustments (162
(A Defined EBITDA $ 139,28

As of March 31, 201!

Total lon¢-term debt, including current maturiti $ 402,40
Unamortized debt issuance ca 2,42¢
Outstanding letters of credit 6,49¢
(B) Defined indebtedness $ 411,32
Leverage Ratio (B)/(A) 2.98

The following table sets forth the computationiué Asset Coverage Ratio as of March 31, 20b3{ousands, except for ratidps

Credit facility outstanding balant $ 196,51
Defined indebtedness $ 196,51
Accounts receivable, n 212,01° 85% $ 180,21
Inventory 112,65¢ 65% 73,22¢

$ 253,44
Asset Coverage Rat 1.2¢

Borrowings (in thousands)

March 31,
2015 December 31, 201. Increase (Decrease
Current portion of lon-term deb $ 41,60 $ 38,60 $ 2,99
Long-term debt, less unamortized debt issuance cos! 360,79° 370,19 (9,397
Total long-term debt $ 402,40 $ 408,80 $ (6,402
Amount available $ 41,33 $  50,95:) $  (9,61€

@ Represents amount available to be borrowdldeaindicated date under the Facility. The deaéashe amount available to be borrowec
is primarily the result of the $4.8 million declimeDefined EBITDA in the first quarter of 2015 cpared to the first quarter of 201
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\

Performance Metrics (in days

4

Three Months Ended March 31,

Increase
2015 2014 (Decrease)
Days of sales outstandii 58.2 60.€ (2.4)
Inventory turns 8.€ 9.C (0.2)

Accounts receivable days of sales outstanding \B8t2 days at March 31, 2015 compared to 60.6 daydaach 31, 2014. The 2.4 d¢
decrease was primarily due to improved collectiamysdfor B27 resulting from completion of a largentact job with a high accour
receivable balance in 2014. Inventory turns we8eti®ies compared to 9.0 times at March 31, 201%. Slight decrease is primarily relate
our first quarter 2015 organic sales decline, whegulted in sales decreasing faster than inventecyeased.

Funding Commitment

We believe our cash generated from operations asll available under our credit facility will meatranormal working capital needs dur
the next twelve months. However, we may requirdtamadl debt or equity financing to fund potentadquisitions. Such additional financi
may include additional bank debt or the public ovate sale of debt or equity securities. In conioecwith any such financing, we may is
securities that substantially dilute the interedtsur shareholders. We may not be able to obtdditianal financing on attractive terms, if
all.

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 oven@dths. Purchases could be made in open markatpvately negotiated transactic
DXP has purchased 191,420 shares for $8.9 milliotlet this authorization as of March 31, 2015. Tdglet below sets forth informati
regarding repurchases of our common shares durthtee months ended March 31, 2015:

Total Number of Maximum Number
Month Ended Total Number of Average Price Shares Purchqsed as of Shares that May Yet Be
Shares Repurchased Paid per Share Part of Publicly Purchased
Announced Plans Under the Plans
January 3:
2015 191,Z $ 48 191,¢ 208,5
February 2¢
2015 - - - 208,5
March 31, 201¢ - - - 208,58(
Total 191,2 $ 46.5 191,4 208,k
Acquisitions

All of the Companys acquisitions have been accounted for using thehpse method of accounting. Revenues and expefishe acquire
businesses have been included in the accompangimgplidated financial statements beginning on thespective dates of acquisition. -
allocation of purchase price to the acquired assaddiabilities is based on estimates of fair reasalue.
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DISCUSSION OF SIGNIFICANT ACCOUNTING AND BUSINESS POLICIES

Critical accounting and business policies are thibaeare both most important to the portrayal abempanys financial position and results
operations, and require managememstibjective or complex judgments. These policesgehbeen discussed with the Audit Committee o
Board of Directors of DXP.

The Companys financial statements are prepared in accordaitbeascounting principles generally accepted in thnted States of Ameri
("USGAAP”). The accompanying consolidated finanattements include the accounts of the Companytemcholly owned subsidiarie$he
accompanying unaudited condensed consolidated dismagtatements have been prepared on substanttalysame basis as our ani
consolidated financial statements and should be ireaonjunction with our annual report on FormK.@er the year ended December 31, 2
For a more complete discussion of our significaimoainting policies and business practices, refénéaonsolidated annual report on Form 1(
K filed with the Securities and Exchange CommissiorMarch 16, 2015. The results of operations lierthree ended March 31, 2015 are
necessarily indicative of results expected forfthifiscal year.

RECENT ACCOUNTING PRONOUNCEMENTS

In April 2015, the FASB issued ASU No. 2015-08terest — Imputation of Interest (Subtopic 88®: Simplifying the Presentation of D
Issuance Cost, which requires entities to recognize debt issaacmsts related to a recognized debt liability alirect deduction from tt
carrying amount of that debt liability. This prommement is effective for fiscal years, and integeriods within those years, beginning ¢
December 15, 2016, however, early adoption is geethiDXP adopted this guidance for the first geraof 2015 and adjusted the balance ¢
for all periods presented.

In May 2014, the FASB issued ASU No. 2014-8&venue from Contracts with Customers (Topic 6888)ch provides guidance on revel
recognition. The core principal of this guidancehiat an entity should recognize revenue to dep&transfer of promised goods or service
customers in an amount that reflects the considerad which the entity expects to be entitled xtleange for those goods or services.
guidance requires entities to apply a fatep method to (1) identify the contract(s) witlstoumers; (2) identify the performance obligatiorif
the contract; (3) determine the transaction pr{@@;allocate the transaction price to the perforoganbligation(s) in the contract; and
recognize revenue when (or as) the entity satisfigmerformance obligation. This pronouncement fective for fiscal years, and inter
periods within those years, beginning after Decanilie 2016. In April 2015, the FASB issued a pr@dae defer the effective date.
approved, the pronouncement would be effectivdigmal years, and interim periods within those gedeginning after December 15, 2017.
We are evaluating the impact that the adoptioigfdtandard will have on our consolidated finalhsiatements.

In July 2013, the FASB issued ASU 2013-Iicome Taxes (Topic 74Q)which requires entities to present unrecognizedbenefits as
liability and not combine it with deferred tax asséo the extent a net operating loss carry-forwardimilar tax loss, or a tax credit carry
forward is not available at the reporting date. A&U1341 is effective for fiscal years beginning aftercBmber 15, 2013. DXP adopted
guidance in the first quarter of 2014. There wasnaterial effect on our financial statements.

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK.

Our market risk results from volatility in interesttes. Our exposure to interest rate risk relptenarily to our debt portfolio. Using floatil
interest rate debt outstanding at March 31, 201628114, a 100 basis point change in interest ratesd result in approximately a $4.0 milli
and a $4.6 million change in annual interest experespectively. The decrease from 2014 is primahnié result of paying down debt dur
2014 and 2015.
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ITEM 4: CONTROLS AND PROCEDURES

As of the end of the period covered by this QurtBeport on Form 1@, the effectiveness of our disclosure controls pratedures (i
defined in Rules 13a-15(e) and 158¢e) promulgated under the Securities ExchangeoAtB34) was evaluated by our management wit
participation of our President and Chief Executdféicer, David R. Little (principal executive offét), and our Senior Vice President and C
Financial Officer, Mac McConnell (principal finamtiofficer). Messrs. Little and McConnell have chmted that our disclosure controls .
procedures are effective, as of the end of theodezbvered by this Quarterly Report on Form@0to help ensure that information we
required to disclose in reports that we file witle SEC is accumulated and communicated to managememecorded, processed, summa
and reported within the time periods prescribedngySEC.

There were no changes in our internal control dvencial reporting that occurred during our lastél quarter (the quarter ended March
2015) that have materially affected, or are realslyridkely to materially affect, our internal cootrover financial reporting.

PART II: OTHER INFORMATION
ITEM 1. 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 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.

ITEM 1A. RISK FACTORS.

No material changes have occurred from risk fagioeviously disclosed in the Compés Annual Report on Form 1K-for the year ende
December 31, 2014.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

None.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

3.1 Restated Articles of Incorporation, as amen(ewbrporated by reference to Exhibit 4.1 to thegRtrants Registration Statement
Form &8 (Reg. No. 33-61953), filed with Commission on August 20, 19¢

3.2 Bylaws (incorporated by reference to Exhib ® the Registrant's Registration Statement omF8-4 (Reg. No. 3320021), filec
with the Commission on August 12, 199

3.3 Amendment No. 1 to Bylaws (incorporated byerefice to Exhibit A to the Registrant’s Current &epn Form 8K, filed with the
Commission on July 28, 201

* 31.1 Certification of Chief Executive Officer pursuantRule 13-14(a) and rule 15-14(a) of the Securities Exchange Act, as amer

* 31.2 Certification of Chief Financial Officer pursuantRule 13-14(a) and rule 15%-14(a) of the Securities Exchange Act, as amer

* 32.1 Certification of Chief Executive Officer pursuamt 18 U.S.C. 1350, as adopted pursuant to Sectiéno®@he Sarbane®xley Act o
2002.

* 32.2 Certification of Chief Financial Officer pursuamt 18 U.S.C. 1350, as adopted pursuant to Sectiéno®@he Sarbane®xley Act of
2002.

101 Interactive Data File

Exhibits designated by the symbol * are filed wiltis Quarterly Report on Form 1D- All exhibits not so designated are incorporag
reference to a prior filing with the Commissioniragicated.

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causedréport to be signed on its behalf by
undersigned, thereunto duly authorized.

DXP ENTERPRISES, INC.
(Registrant)
By: /sl MAC McCONNELL
Mac McConnell
Senior Vice-President/Finance and
Chief Financial Officer
(Duly Authorized Signatory and Principal Finandficer)

Dated: May 11, 2015
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Exhibit 31.1
CERTIFICATION

I, David R. Little, certify that:

1. 1 have reviewed this report on Form-Q of DXP Enterprises, Inc
2. Based on my knowledge, this report does not cor@ajnuntrue 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, n&auisg with respect to t
period covered by this repo
3. Based on my knowledge, the financial statementd,cdier 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 registrarg’ other certifying officer(s) and | are responsitoieestablishing 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 hav
a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®bsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipg; or caused such internal control over finaho&porting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atauce with generally accepted accounting princij

c) Evaluated the effectiveness of the registsatisclosure controls and procedures and pres@ntbd report our conclusions ab
the effectiveness of the disclosure controls armteutures, as of the end of the period covered tsyréport based on st
evaluation; ant

d) Disclosed in this report any change in tgistrant’s internal control over financial repogithat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrarg’ 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 material weaknesgethe design or operation of internal controgofinancial reporting whic
are reasonably likely to adversely affect the riegie’ s ability to record, process, summarize and refpzahcial information; an

b) Any fraud, whether or not material, thatdthwes management or other employees who have #is@gn role in the registrarg’
internal control over financial reportin

May 11, 2015

/s/ David R. Little

David R. Little

President and Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION

I, Mac McConnell, certify that:

1. 1 have reviewed this report on Form-Q of DXP Enterprises, Inc
2. Based on my knowledge, this report does not cor@ajnuntrue 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, n&auisg with respect to t
period covered by this repo
3. Based on my knowledge, the financial statementd,cdier 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 registrarg’ other certifying officer(s) and | are responsitoieestablishing 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 hav
a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®bsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipg; or caused such internal control over finaho&porting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atauce with generally accepted accounting princij

c) Evaluated the effectiveness of the registsatisclosure controls and procedures and pres@ntbd report our conclusions ab
the effectiveness of the disclosure controls armteutures, as of the end of the period covered tsyréport based on st
evaluation; ant

d) Disclosed in this report any change in tgistrant’s internal control over financial repogithat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrarg’ 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 material weaknesgethe design or operation of internal controgofinancial reporting whic
are reasonably likely to adversely affect the riegie’ s ability to record, process, summarize and refpzahcial information; an

b) Any fraud, whether or not material, thatdthwes management or other employees who have #is@gn role in the registrarg’
internal control over financial reportin

May 11, 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, the undersigfifscer of DXP Enterprises, Inc. (the “Companyhereby certifies that the Company’
Quarterly Report on Form 10-Q for the quarter endedch 31, 2015 (the “Report”) fully complies withe requirements of Section 13(a) or 1
(d), as applicable, of the Securities Exchange #&c1934 and that the information contained in thep®&t fairly presents, in all matel
respects, the financial condition and results @rapions of the Company.

/s/ David R. Little

David R. Little

President and Chief Executive Officer
(Principal Executive Officer)

May 11, 2015

The foregoing certification is being furnished $plpursuant to 18 U.S.C. Section 1350, as adopteduant to Section 906 of the Sarbane
Oxely Act of 2002, and is not being filed as pdrtte Report or as a separate disclosure document.



Exhibit 32.2
CERTIFICATION

Pursuant to 18 U.S.C. Section 1350, the undersigfifscer of DXP Enterprises, Inc. (the “Companyhereby certifies that the Company’
Quarterly Report on Form 10-Q for the quarter endedch 31, 2015 (the “Report”) fully complies withe requirements of Section 13(a) or 1
(d), as applicable, of the Securities Exchange #&c1934 and that the information contained in thep®&t fairly presents, in all matel
respects, the financial condition and results @rapions of the Company.

/s/ Mac McConnell

Mac McConnell

Chief Financial Officer
(Principal Financial Officer)

May 11, 2015

The foregoing certification is being furnished $plpursuant to 18 U.S.C. Section 1350, as adopteduant to Section 906 of the Sarbane
Oxely Act of 2002, and is not being filed as pdrtte Report or as a separate disclosure docut



