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PART I: FINANCIAL INFORMATION
ITEM 1: FINANCIAL STATEMENTS

DXP ENTERPRISES, INC., AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED
BALANCE SHEETS
(In Thousands, Except Share and Per Share Amounts)

June 30,201 December 31, 20!
ASSETS (unaudited’ (unaudited
Current asset:
Cash $ 6,5¢$ 1,5(
Trade accoun
receivable, net
allowances fc




doubtful account
of $6,879 in 201

and $6,202 in 201 157,78 137,02
Inventories, ne 99,38¢ 93,90:
Prepaid expenses ¢

other current asse 3,27¢ 2,23(
Deferred incom

taxes 5,21¢ 4 53¢

Total current asse 272,25¢ 239,20:

Property an

equipment, ne 27,97 16,91:

Goodwill 119,84 101,76«

Other intangibles, n

of accumulate

amortization o

$30,965 in 2012
and $26,175 in 201 55,76¢ 43,19

Non-current  deferre

income taxe! - 1,58¢

Otherasset: 2,37z 2,68(

Total assets $ 478,2: % 405,3!
LIABILITIES

AND

SHAREHOLDERS'

EQUITY

Current liabilities:

Current portion ¢

long-term debt $ 3,1:$ 6¢
Trade accoun

payable 75,521 62,12:
Outstanding chec

related to acquisitio - 36,69’
Accrued wages al

benefits 13,08¢ 12,71
Customer advanct 8,507 3,761
Federal income tax

payable 98¢ 2,40¢
Other accrue

liabilities 12,95¢ 16,05¢

Total currer

liabilities 114,18: 134,45¢

Long-term debt, les

current portior 178,15 114,20!

Non-current  deferre

income taxe! 4,19(C -

Shareholder equity:

Series A preferre

stock, 1/10t vote pe

share; $1.00 par valu
liquidation

preference of $100 g

share ($112 at June !

2012);

1,000,000 shar

authorized; 1,12

shares issued a

outstanding 1 1

Series B convertib
preferred stock, 1/10
vote per share; $1.0(

par value; $1C

stated value
liquidation preferenc
of $100 per

share ($1,500 at Ju
30, 2012); 1,000,0(
shares authorized;

15,000 shares isst



and outstandin 15 15
Common stock, $0.(
par value, 100,000,0
shares authorized;
14,234,210 in 20:
and 14,183,391

2011 shares issut 14z 141
Paic-in capital 77,228 75,20
Retained earning 106,47 82,69¢

Accumulated othe

comprehensive (los

income (334 64

Treasury stock, at cc

(75,471 shares at Ju

30, 2012 and
65,171 shares

December 31, 201: (1,832 (1,445
Total shareholdel

equity 181,68t¢ 156,67!
Total liabilities an ) .

shareholde’ equity 478,2'% 405,3:

See notes to unaudited condensed consolidateccfalan
statements

DXP ENTERPRISES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INOG@E
AND COMPREHENSIVE INCOME

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Three Months Ende Six Months Ende:
June 30 June 30
2012 2011 2012 2011
(unaudited.  (unaudited.  (unaudited,  (unaudited’
Sales $ 261,8¢$ 197,67 % 514,18 $ 380,76
Cost of sale: 185,26! 140,41( 366,07¢ 271,07(
Gross profit 76,62¢ 57,26¢ 148,10 109,69:
Selling, gener:
and
administrativi
expenst 55,78: 43,63¢ 107,35: 84,51¢
Operating 20,841 13,63: 40,75z 25,17:
income
Other income 3) 15 12 36
Interest (762 (1,023 (1,591 (2,045
expense
Income befor 20,08: 12,62 39,17: 23,16¢
income taxe:
Provision fo 7,90¢ 5,01z 15,35( 9,211
income taxe:
Net income 12,177 7,61( 23,82: 13,95:
Preferred stoc (22) (22) (45) (45)
dividend
Net income
attributable to $ 12,15 % 7,5¢€% 23,77% 13,9C
common

shareholder

Netincome $ 12,17% 761% 23,82% 13,95
Loss on lon-
term
investment,
net of incom
taxes (52) - (281) -



Loss on foreig
currency
valuation,

net of incom
taxes (17 - (117 -
Comprehensivé 12,0C$ 7,61% 23,423 13,95
income

Basic incom$ 0.8$% 0.t$ 16% 0.9
per share

Weighted
average 14,39: 14,327 14,36( 14,30:
common
shares
outstanding
Diluted incom$ 0.8$% 0.E$ 15% 0.9
per shar¢
Weighted
average
common
and common
equivalent

shares )
outstandinc 15,23: 15,167 15,20( 15,14

See notes to unaudited condensed consolidateccfalatatements

DXP ENTERPRISES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASALOWS
(IN THOUSANDS)

SIX MONTHS ENDED
JUNE 30
2012 2011
(unaudited’ (unaudited

OPERATING
ACTIVITIES:
Net income $ 23,8:% 13,9¢
Adjustments t
reconcile net
income to net
cash provide«
by operating
activities — net
of acquisitions
and divestiture
Depreciatior 2,01¢ 1,732
Amortization 4,79( 3,21(
of intangibles
Compensatic 954 601
expense for
restricted stocl
Tax benefit
related to
vesting of
restricted stocl (248 (97)
Deferrec (298] 1,90¢
income taxe:
Changes in
operating asset
and liabilities,
net of
assets and
liabilities
acquired in
business



combinations
Trade (10,954
accounts
receivable
Inventories (3,387
Prepaic (468)
expenses and
other current
assets
Accounts 8,677
payable and
accrued
expense:

(14,944

(1,775
(1,479

13,16:

Net casl 24,90¢
(used in)
provided by
operating
activities

CASH FLOWS
FROM
INVESTING
ACTIVITIES:
Purchase of (9,981
property and
equipmen
Purchase of (73,485
businesses, net
of cash acquire
Net cash use (83,466
in investing
activities

CASH FLOWS
FROM
FINANCING
ACTIVITIES:
Proceeds from 101,17¢
debt
Principal
payments on
revolving line of
credit and othet
long-term
debt (37,352
Dividends paid (45)
in cash
Purchase of (387,
treasury stocl
Tax benefi
related to
vesting of
restricted stocl 24€&

16,27(

(2,631

(2,631

104,13t

(117,456
(45)

97

Net cash 63,64:
provided by
(used) in
financing
activities

(13,269

INCREASE IN 5,087
CASH

CASH AT 1,507
BEGINNING

OF PERIOD

CASH AT END$ 6,5¢$

OF PERIOD

37C

77C

1,1

Purchase of businesses in 2012 include $36.7 millio



which represented outstanding checks at December 31
2011, related to an acquisition in 2011.

See notes to unaudited condensed consolidateccfalan
statements.

DXP ENTERPRISES INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

NOTE 1: BASIS OF PRESENTATION

The accompanying unaudited condensed consolidateshdial statements have been prepared in accadasith accounting principls
generally accepted in the United States of Amefigainterim financial information and with the imgttions to Form 1@. Accordingly
certain information and footnote disclosures nohlnaicluded in financial statements prepared inoadance with accounting princip
generally accepted in the United States of Ameh@ee been omitted. DXP Enterprises, Inc. (togetidhr its subsidiaries, the “Companyt
“DXP") believes that the presentations and disclosuresrhare adequate to make the information not ndéhga The condensed consolide
financial statements reflect all elimination erdrend adjustments (consisting of normal recurrigigsiments) necessary for a fair presenti
of the interim periods.

The results of operations for the interim periods ot necessarily indicative of the results ofratiens to be expected for the full year. Tt
condensed consolidated financial statements shbeldead in conjunction with the Compasiyaudited consolidated financial statem
included in the Company’s Annual Report on FormKl@er the year ended December 31, 2011, filed wtite Securities and Exchar
Commission (“SEC”).

NOTE 2: THE COMPANY

DXP Enterprises, Inc., a Texas corporation, wasripgrated on July 26, 1996, to be the success8ERCO Industries, Inc. DXP Enterpris
Inc. and its subsidiaries are engaged in the bssinédistributing maintenance, repair and opegatiMRO") products, equipment and sen
to industrial customers. The Company is organizgd three segments: Service Centers, Supply CBaivices (“SCS”)and Innovativ
Pumping Solutions (“IPS”). See Note 8 for discansdf the business segments.

NOTE 3: RECENT ACCOUNTING PRONOUNCEMENTS

In May 2011, the Financial Accounting Standards@@dq&FASB") issued an amendment to the fair valleasurement guidance and disclo
requirements. The new requirements were effedtivehe first interim or annual period beginnindgeafDecember 15, 2011 and were t
applied prospectively. DXP adopted the new requiénets in the first quarter of 2012; however, themin of this guidance did not hav
material effect on its consolidated financial piosif results of operations or cash flows.

In June 2011, the FASB issued an amendment tcetipgrements for presenting comprehensive inconte riew requirements were effec
for the first interim or annual period beginningeafDecember 15, 2011 and were to be applied meaively. The standard requires o
comprehensive income to be presented in a contsatatement of comprehensive income that would auenithe components of net inco
and other comprehensive income, or in a separategsdnsecutive, statement following the statemérnihaome. DXP elected to early ad
these new requirements effective December 31, 2011.

In September 2010, the FASB issued an accountarglatds update with new guidance on annual goodwihirment testing. The stande
update allows an entity to first assess qualitaithetors to determine if it is more likely than ribat the fair value of a reporting unit is lesar
it's carrying amount. If based on its qualitatassessment an entity concludes it is more likedy thot that the fair value of a reporting un
less than its carrying amount, quantitative impaintntesting is required. However, if an entity dodes otherwise, quantitative impairn
testing is not required. The standards updatéféstese for annual and interim goodwill impairmetests performed for fiscal years beginr
after December 15, 2011, with early adoption paadit DXP elected to early adopt these new requrgseffective December 31, 2011.

NOTE 4: STOCK-BASED COMPENSATION
Restricted Stocl

Under the restricted stock plan approved by ouret@ders in July 2005 (the “Restricted Stock P)adirectors, consultants and employ
may be awarded shares of DXR.ommon stock. The shares of restricted stocktgdato employees and that are outstanding asr& 3Q
2012 vest in accordance with one of the followirgting schedules: 100% one year after date ott;gB&m% each year for three years ¢
date of grant; 20% each year for five years aftergrant date; or 10% each year for ten years tiftegrant date. The Restricted Stock
provides that on each July 1 during the term of glen each noemployee director of DXP will be granted the numbémwhole share
calculated by dividing $75,000 by the closing praéeghe common stock on such July 1. The sharessificted stock granted to nemploye:
directors of DXP vest one year after the grant.ddtiee fair value of restricted stock awards is soead based upon the closing prices of DXP’
common stock on the grant dates and is recognizedmpensation expense over the vesting periduecdwards



The following table provides certain informatiorgaeding the shares authorized and outstanding uhéeRestricted Stock Plan at June
2012:

Number of share 800,00(
authorized for grant

Number of shares grant(648,450
Number of share 64,947
forfeited

Number of share 216,49°
available for future grant
Weightedaverage gra $18.3:
price of granted shart

Changes in restricted stock for the six months érdme 30, 2012 were as follows:

Numbe Weighte(
of  Average
Shares Grant

Price
Non-vestec228,59: $21.10
at
December
31, 2011

Grantec 36,49¢ $37.78
Forfeited 4,20¢ $21.06
Vested 30,69( $17.64
Non-vestec230,18¢ $24.21
at June 3(
2012

Compensation expense, associated with restriceek,stecognized in the six months ended June 302 2ihd 2011 was $954,000
$601,000, respectively. Unrecognized compensatiqgrense under the Restricted Stock Plan was $0@0&nd $4,051,000 at June 30, 2
and December 31, 2011, respectively. As of JuneB02, the weighted average period over whichutirecognized compensation expen:
expected to be recognized is 30 months.

NOTE 5: INVENTORY
The carrying values of inventories are as folloingifousands):

June 30 Decembe

2012 31,
2011

Finished  $106,26. $ 102,64!
goods

Work in 7,25: 5,24¢
process

Obsolescenc (14,127 (13,990
reserve

Inventories $ 99,38' $ 93,90:

NOTE 6: GOODWILL AND OTHER INTANGIBLE ASSETS
The changes in the carrying amount of goodwill atiger intangibles during the six months ended Bh&012 are as follows (in thousands):

Other

Total Goodwill Intangible:
Balance 2$144,95'$ 101,76 $ 43,19
of Decembe
31, 2011
Acquired 35,44:  18,13( 17,31:
during  the
year
Adjustments - (50) 5C
to prior yea




estimates

Amortizatior (4,790 - (4,790
Balance &$ 175,61'$ 119,84. $ 55,76
of June 3(

2012

A summary of amortizable other intangible asselsvies (in thousands):

As of June 30, 201  As of December 31, 20:
Gross Gross
Carrying Accumulater Carrying Accumulate
Amount Amortizatior Amount Amortizatior
Vendor $ 249 $ (1,01 % 249 $ (95¢€
agreement
Customer 81,02: (28,078 64,26: (23,508
relationship
Non- 3,21: (1,869 2,611 (a,711
compete
agreement

Total $ 86,73 $ (30,96t$ 69,36 $  (26,17¢

Other intangible assets are generally amortized sinaight line basis over the useful lives ofdheets.

NOTE 7. EARNINGS PER SHARE DATA

The following table sets forth the computation asie and diluted earnings per share for the peiitdisated.

Three Months Ende Six Months Ende:
June 3( June 3(
2012 2011 2012 2011
Basic:
Weighted
average
shares

outstandinc_14,392,14 14,327,26 _14,360,24 _14,303,20

Net income$ 12,177,00$ 7,610,00 $ 23,823,00$ 13,953,00
Convertible

preferred

stock

dividend (22,000 (22,000 (45,000 (45,000
Net income

attributable

to common

shareholde$ 12,155,00$ 7,588,00 $ 23,778,00 $ 13,908,00

Per share

Diluted:

Weighted

average

shares

outstanding 14,392,14 14,327,26 14,360,24 14,303,20
Assumed

conversion

of

convertible

preferred

stock 840,00( 840,00( 840,00( 840,00(

Total 15,232,14 15,167,26 _15,200,24 _15,143,20

Net income
attributable
to
common
shareholde$ 12,155,00$ 7,588,00 % 23,778,00 $ 13,908,00

Convertible



preferred
stock
dividend 22,00( 22,00( 45,00( 45,00(
Net income
for diluted
earnings
per share $12,177,00$ 7,610,00$ 23,823,00$ 13,953,00

Per shart

NOTE 8: SEGMENT REPORTING

The Service Centers segment is engaged in provid@igtenance, repair and operating products, ecgrip@nd integrated services, incluc
logistics capabilities, to industrial customersheTService Centers segment provides a wide ran§#Red products in the rotating equipme
bearing, power transmission, hose, fluid power,ainebrking, fastener, industrial supply, safety gurots and safety services categories.
Innovative Pumping Solutions segment fabricatesassgmbles customade engineered pump packages. The Supply Chaiic&esegmel
manages all or part of a customer's supply chaahuding inventories.

The high degree of integration of the Compamyperations necessitates the use of a substantider of allocations and apportionments ir

determination of business segment informationesate shown net of intersegment eliminationsl bAsiness segments operate primaril
the United States.

Financial information relating the Company’s segtaés as follows (in thousands):

Three Months ended June . Six Months ended June &
Innovative Supply Innovative Supply
Service Pumping Chain Service Pumping Chain
Centers Solutions Service Total Centers Solutions Service Total
2012
Sales $ $ 3517 $ $ $359,17¢ $74,61. $80,39: $514,18.
184,10t 42,61 261,89:
Operating
income for
reportable
segment 22,49: 6,93¢ 3,90z 33,337 41,04¢ 15,187 6,71¢ 62,95
2011
Sales $ $ 21,81 $ $ $271,05: $38,49¢ $71,20¢ $380,76.
139,50: 36,35¢197,67!
Operating
income for  17,34( 3,08t  2,13¢ 22,56 32,12! 594 4,05( 42,11«
reportable
segment

A reconciliation of operating income for reportabgments to the consolidated income before taxas follows:

Three Months  Six Months Ende
Ended June 30
June 3(

2012 2011 2012 2011
Operating income f$ 33,33. $$ 62,95 $
reportable segmen 22,56! 42,11
Adjustment for;
Amortization o 2,556 1,60/ 4,79C 3,21

intangibles

Corporate and oth  9,92¢ 7,32¢ 17,40¢ 13,73:
expense, ne

Total operatin 20,847 13,631 40,75. 25,17
income

Interest expense, n 76z 1,02: 1,591 2,04f
Other expens 3 (15) (12) (36)
(income), ne

Income befor$ 20,08: $$ 3917 $



income taxes 12,62 23,16¢

NOTE 9. FAIR VALUE OF FINANCIAL ASSETS AND LIABILIT IES

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

Level 1 Inputs

These inputs come from quoted prices (unadjustedgiive markets for identical assets or liab#itie

Level 2 Inputs

These inputs are other than quoted prices thadlaservable for an asset or liability. These inpntdude: quoted prices for similar asset
liabilities in active markets; quoted prices foeidical or similar assets or liabilities in markétst are not active; inputs other than qu
prices that are observable for the asset or Itgbiéind inputs that are derived principally fromamroborated by observable market dat
correlation or other means.

Level 3 Input:

These are unobservable inputs for the asset dlitjalvhich require the Company’s own assumptions.

Financial assets and liabilities are classifiedebasn 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 maytatfie valuation of the fair value of as:
and liabilities and their placement within the fa&ue hierarchy levels.

The following presents the changes in Level 1 adsetthe six months ended June 30, 2012 and 20thdusands):

2012 2011

Six Months

Ended June 3

Fair value ¢

January 1 $ 1,67¢ -
Investment

during perioc 10t -
Realized an

unrealized gair

(losses)

included it

other

comprehensive

income (468 -

Fair value at Jur
30 $ 1,31¢ -

During the fourth quarter of 2011, the Company @ilich72,000 for an investment with quoted markitgsrin an active market. At Decem
31, 2011, the market value of this investment was$®,000. During 2012, the Company paid $105,880additional shares of tt
investment. At June 30, 2012, the market valu¢hefinvestment was $1,316,000. The $468,000 dedfirthe market value during the
months ended June 30, 2012 was included in otheprehensive income in 2012.

NOTE 10: ACQUISITIONS

On October 10, 2011, DXP acquired substantiallyo&lthe assets of Kenneth Crosby ("KC"). DXP acegithis business to expand DX
geographic presence in the eastern U.S. and stem@XP's metal working offering. DXP paid approately $16 million for KC, which wi
borrowed under our existing credit facility. Godthwef $5.8 million was recognized for this acquish and is calculated as the excess o
consideration transferred over the net assets némed) and represents the future economic benefiting from other assets acquired that ¢
not be individually identified and separately reciagd. It specifically includes the expected sgies and other benefits that we believe
result from combining the operations of KC with thgerations of DXP and any intangible assets tbatat qualify for separate recognit
such as the assembled workforce.

On December 30, 2011, DXP acquired substantiallpfahe assets of C.W. Rod Tool Company ("CW Rod)XP acquired this business
strengthen DXP's metal working offering. DXP paijopbroximately $1.1 million of DXP's common stocls(Bl4 shares) and approxima
$43 million in cash for CW Rod, which was borrowatting 2011 and 2012 under our credit facility. ™43 million of cash paid for CW R
includes $36.7 million paid in the form of checkkigh did not clear our bank until 2012. Goodwill$10.0 million was recognized for fl



acquisition and is calculated as the excess ofttmsideration transferred over the net assets némed) and represents the future econ
benefits arising from other assets acquired thaldcoaot be individually identified and separatebcognized. It specifically includes -
expected synergies and other benefits that weuseligll result from combining the operations of (R%d with the operations of DXP and i
intangible assets that do not qualify for separategnition such as the assembled workforce.

On January 31, 2012, DXP acquired substantiallpfaithe assets of Mid-Continent Safety ("Mbntinent"). DXP acquired this busines
expand DXP's geographic presence in the MidwedteB and strengthen DXP's safety products offeribP paid approximately $z
million for Mid-Continent, which was borrowed under our existingddrfacility. Goodwill of $1.2 million was recogred for this acquisitic
and is calculated as the excess of the considaratiosferred over the net assets recognized amdsents the future economic benefits ar
from other assets acquired that could not be iddiadly identified and separately recognized. #dfically includes the expected synergies
other benefits that we believe will result from daiming the operations of Miontinent with the operations of DXP and any intalggasset
that do not qualify for separate recognition sushtlee assembled workforce. All of the goodwill vk included in the Service Ceni
segment.

On February 29, 2012, DXP acquired substantiallpfahe assets of Pump & Power Equipment, Incuiip & Power"). DXP acquired this
business to expand DXP's geographic presence Mitheestern U.S. and strengthen DXP's municipal pyomoducts and services

offering. DXP paid approximately $1.9 million fBump & Power which was borrowed under our existirgglit facility. Goodwill of $0.7
million was recognized for this acquisition anadé@culated as the excess of the considerationfanared over the net assets recognized and
represents the future economic benefits arising fother assets acquired that could not be indiViglidentified and separately recognized. It
specifically includes the expected synergies ahérdvenefits that we believe will result from conibp the operations of Pump & Power with
the operations of DXP and any intangible assetsdbaot qualify for separate recognition suchresassembled workforce. All of the
goodwill will be included in the Service Centergsent.

On May 1, 2012, DXP acquired the stock of InduktAaramedic Services ("IPS"), a provider of indiastmedical and safety services
industrial customers operating in remote locatiamsl large facilities in western Canada. DXP aeguithis business to expand DX
geographic presence into Canada and to expandatety services offering. IPS is headquarteredaigéry, Alberta and operates out of tt
locations in Calgary, Nisku and Dawson Creek. TB4.$ million purchase price was financed with $2®iflion of borrowings under DXF
existing credit facility, $2.5 million of promisspmotes bearing a 5% interest rate and 19,685 shafr®XP common stock. DXP has
completed appraisals of intangibles or property awipment for IPS. DXP has made preliminary esti® for purposes of tl
disclosure. Estimated goodwill of $11.9 million svaecognized for this acquisition and is calculatsdthe excess of the considere
transferred over the net assets recognized aneégepis the future economic benefits arising frohemtssets acquired that could no
individually identified and separately recognizdt specifically includes the expected synergied ather benefits that we believe will re:
from combining the operations of IPS with the opieres of DXP and any intangible assets that doquetify for separate recognition suct
the assembled workforce. None of the estimatextlgdl is expected to be tax deductible. All obtgoodwill will be included in the Servi
Centers segment.

The following table summarizes the estimated faiugs of the assets acquired and liabilities asduineng 2011 and 2012 in connection \
the acquisitions described above and two smalliaitiuins completed in the second quarter of 20h2Hdusands):

Cash $ 69!
Accounts Receivable, n 25,49¢
Inventory, nei 15,85¢
Property and equipme 4,48¢
Goodwill and intangible 68,79:
Other asset 45€
Assets acquire 115,78:
Current liabilities assume (9,594
Non-current liabilities assume (5,142

Net assets acquirt $101,04!

The pro forma unaudited results of operationstier€ompany on a consolidated basis for the threghma@nd six months ended June 30, Z
and 2012, assuming the acquisition of businessapleted in 2011 and 2012 were consummated as abdad, 2011 follows (unaudited, in
thousands, except per share data):

Three Months Ende  Six Months Ende

June 3( June 3(
2012 2011 2012 2011
Net sales $ $237,251$527,29C $ 457,83¢
264,177

Net 9,575 24,317 17,515

income 12,139
Per shar

data
Basic $0.67 $1.69 $1.22

earnings  $0.84




Diluted $0.63 $1.60 $1.15
earnings  $0.80

NOTE 11: SUBSEQUENT EVENTS

In May 2009, the FASB issued authoritative guidawbéch establishes general standards of accoufdingnd disclosure of events that oc
after the balance sheet date but before the finhistatements are issued or are available to hedssThe authoritative guidance provi
guidance on the period after the balance sheetdiateg which management of a reporting entity $th@yaluate events or transactions
may occur for potential recognition or disclosurdtie financial statements, the circumstances uwbdéh an entity should recognize event
transactions occurring after the balance sheet idaits financial statements and the disclosured #n entity should make about event
transactions that occurred after the balance stetet The Company evaluated subsequent eventgthtba date this report was filed with
SEC.

On July 11, 2012, DXP completed the acquisitionH8E Integrated Ltd. ("HSE"). Through its wholbyvned subsidiary, DXP Cane
Enterprises Ltd., DXP acquired all of the outstagdiommon shares of HSE by way of a plan of arnarege under th8usiness Corporatiol
Act (Alberta) (the "Arrangement"). Pursuant to thealgement, HSE shareholders received CDN $1.80sim par each common share of t
held. The total transaction value is approxima&®p million, including approximately $4 million idebt and approximately $3 million
transaction costs. The purchase price was finamdtd borrowings under DXR' new $325 million credit facility. DXP acquiredSH tc
expand our industrial health and safety servicésiof.

On July 11, 2012 DXP entered into a credit faci(itye "Facility") with Wells Fargo Bank, Nationals8ociation, as Issuing Lender, Swing
Lender and Administrative Agent for the lenderdieFacility consists of a $100 million term loardanrevolving credit facility that provide:
$225 million line of credit to the Company. Thiadfity replaces the Company's prior credit fagjlivhich was last amended on Decembe
2011 and consisted of a $200 million revolving dréatility.

The new facility expires on July 11, 2017. The iRgccontains financial covenants defining variofisancial measures and levels of tr
measures with which the Company must comply. Cavecampliance is assessed as of each quarter/Agmgtoximately $0.7 million of de
issuance costs associated with the prior crediitiawill be expensed in the third quarter of 2012

DXP has not completed appraisals of intangiblegroperty and equipment for HSE. DXP has madempieéiry estimates for purposes of
disclosure. The estimate of goodwill for this aisgiion is calculated as the excess of the conater transferred over the net assets recog
and represents the future economic benefits arifiog other assets acquired that could not be iddally identified and separats
recognized. It specifically includes the expectgdergies and other benefits that we believe wslit from combining the operations of F
with the operations of DXP and any intangible as$ieat do not qualify for separate recognition sastihe assembled workforce. None o
estimated $17 million of goodwill is expected toth® deductible. All of the goodwill and operatioof HSE are expected to be included ir
Service Centers segment.

The following table summarizes the preliminary mstied fair values of the assets acquired and ili@silassumed in the acquisition of HSE (in
millions):

Cash $ 11
Accounts 24
Receivable, ne

Inventory, nei -
Property an 33

equipmen
Goodwill anc 47
intangibles
Other asset 2
Assets acquire 117
Current (14)
liabilities
assumel
Non-current (18)
liabilities
assumel

Net asse $ 8t
acquirec

The preliminary estimated pro forma unaudited rtssofl operations for the Company on a consolidatesds for the three months and six
months ended June 30, 2011 and 2012, assumingdésiion of HSE was consummated as of JanuaP@1] follows (unaudited, in
thousands, except per share data):

Three Months Ende Six Months Ende
June 3( June 3(




2012 2011 2012 2011
Net $223,39€$570,872 $431,29¢€
sales $290,481
Net 7,654 25588 13,493
incom 12,696
Per
share
data
Basic $0.53 $1.78 $0.94
earnin  $0.88
Diluted $0.50 $1.68 $0.89
earnin  $0.83

ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS
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 898s amended. Such statements can be identifittiebuse of forwardéboking terminolog
such as “believes”, “expects”, “may”, “estimates”;will”, “should”, “plans” or “anticipates” or the negative thereof or other variatic
thereon or comparable terminology, or by discussiaf strategy. Any such forwaldeking statements are not guarantees of fi
performance and involve significant risks and utaieties, and actual results may vary materiallgrfr those discussed in the forw-looking
statements as a result of various factors. Thaswfs include the effectiveness of managersattategies and decisions, our ability to al
our internal growth strategy, general economic amasiness conditions, developments in technology,ability to effectively integra
businesses we may acquire, new or modified statutorregulatory requirements and changing pricesl anarket conditions. This Rep
identifies other factors that could cause sucheddfices. Additional factors that could cause ortdbote to actual results varying materia
from those discussed in the forw-looking statements are discussed in the sectitedti'‘Risk Factors”included in our Annual Report
Form 1(-K filed with the Securities and Exchange CommissierMarch 9, 2012. We cannot assure you that tlaeseall of the factors th
could cause actual results to vary materially frime forwardiooking statements. We assume no obligation andoddéntend to update the
forward-looking statements.. Unless the context othervageires, references in this Report to the "CompatiyXP", “We” or “Our” shall
mean DXP Enterprises, Inc., a Texas corporatiogetber with its subsidiaries.

RESULTS OF OPERATIONS

Three Months Ended Jun

30, Six Months Ended June 3
2012 % 2011 % 2012 % 2011 %
Sales $261,89:100.($197,67!100.( $514,18100.($380,76:100.(

Cost of saler 185,26 70.7 140,41( 71.C 366,07¢ 71.2 271,07( 71.Z
Gross profi 76,62¢ 29.2 57,26 29.C 148,10: 28.¢ 109,69: 28.€
Selling,

general and

administrativ

expense 55,78: 21.2 43,63¢ 22.1 107,35. 20.¢ 84,51¢ 22.2
Operating

income 20,847 8.C 13,63 6.¢ 40,75 7. 25,17 6.6
Interest

expense (762 (0.3) (1,023 (0.5) (1,591 (0.3) (2,045 (0.5)
Other income 3 - 15 - 12 - 36 -
Income before

income taxe 20,08: 7.7 12,62: 6.4 39,17 7.€ 23,16« 6.1
Provision for

income taxe 7,908 3. 5,01: 25 1535( 3.C 9,211 24
Netincome $ 12,17 47 7,61 3.¢%$ 23,82 4.€$ 13,95 3.7

Per shart
amounts
Basic
earnings
persharr $ 0.8 $ 05 $ 1.6 $ 09
Diluted
earnings
persharr $ 0.8 $ 0.5 $ 15 $ 0.9

DXP is organized into three business segmentsvierCenters, Supply Chain Service*SCS") and Innovative Pumping Solutic



(“IPS"). The Service Centers are engaged in providing maémtee, repair and operating products, equipmentsandces, including logisti
capabilities, to industrial customers. The Sen@mnters provide a wide range of MRO products m ribtating equipment, bearing, po
transmission equipment, metal working, hose, imialssupplies, safety service and safety produtggmries. The IPS segment fabricates
assembles custom-made engineered pump packagesSO® segment manages all or part of a custemsepgply chain, including wareho!
and inventory management.

Three Months Ended June 30, 2012 compared to TWoeehs Ended June 30, 2011

SALES. Sales for the quarter ended June 30, 20d2ased $64.2 million, or 32.5%, to approximag&2$1.9 million from $197.7 million fc
the same period in 2011. Sales by businesses adgsiince June 30, 2011 accounted for $39.0 mitioR012 sales. Excluding 2012 sale:
businesses acquired in 2011 and 2012, sales f& P@teased 12.8% from 2011, on a same store bakds. This sales increase is prim:
due to improvement in the oil and gas and manufagjportions of the U.S. economy.

GROSS PROFIT. Gross profit as a percentage of satesased to 29.3% for the second quarter of 26@&)pared to 29.0% for the ss
period in 2011. This increase is primarily theutesf the increased gross margins in our IPS aD8 Segments.

SELLING, GENERAL AND ADMINISTRATIVE. Selling, genal and administrative expense for the quarter érlime 30, 2012 increas
by approximately $12.1 million when compared to ffzene period in 2011. The majority of the incresdates to $8.7 million of sellin
general and administrative expense associatedbwigmesses acquired in 2011 and 2012. Excludipgreses for businesses acquired in :
and 2012, the increase primarily resulted from eased salaries, incentive compensation, employaefitee professional fees and tre
expenses compared to 2011. As a percentage of #ade2012 expense decreased to 21.3%, from 2brifte quarter ended June 30, 2011.

OPERATING INCOME. Operating income for the secapdrter of 2012 increased 52.9% compared to the gemod in 2011. This incret
in operating income is the result of gross profitreasing 33.8%, while selling, general and adrratise expense increased only 27.8%.

INTEREST EXPENSE. Interest expense for the quateted June 30, 2012 decreased 25.5% from the gariwal in 2011. This decre:
primarily resulted from lower average interest sat©n July 25, 2011, we amended our credit fgcilithis amendment significantly decree
the interest rates and commitment fees applicablaréous leverage ratios from levels in effectdvefJuly 25, 2011.

SERVICE CENTERS SEGMENT. Sales for the Servicet@asnsegment increased $44.6 million, or 32.0%cldling 2012 Service Cent
segment sales of $34.5 million by businesses aedyiir 2011 and 2012, Service Centers segment feaildse second quarter of 2012 incree
7.2% from 2011, on a same store sales basis. s@lgés increase is primarily due to improvemenhadil and gas and manufacturing port
of the U.S. economy. Operating income for the BerCenters segment increased 29.7%, primarilyrasudt of the 32.0% increase in sales.

SUPPLY CHAIN SERVICES SEGMENT. Sales for the S@g§rsent increased by $6.2 million, or 17.2%, for sieeond quarter of 20
compared to the second quarter of 2011. Exclu8i@® segment sales of $4.4 million by businessesiraehin 2011 and 2012, SCS segn
sales for the second quarter of 2012 increased 0% 2011, on a same store sales basis. Operaitogne for the SCS segment incre:
82.7% primarily as a result of the 22.7% increasgross profit for this segment combined with alidecin selling, general and administrar
expense.

INNOVATIVE PUMPING SOLUTIONS SEGMENT. Sales foreHPS segment increased by $13.4 million, or 61f@&%the second quarter
2012 compared to the second quarter of 2011. &les $ncrease resulted from the increase in cagi@hding by our oil and gas and mir
related customers. Operating income for the IRPnsat increased 124.9% as a result of the 61.3%ase in sales combined with onl
49.0% increase in selling, general and adminiseatikpenses.

Six Months Ended June 30, 2012 compared to Sixiddended June 30, 2011

SALES. Sales for the six months ended June 3@ RGreased $133.4 million, or 35.0%, to approxeha$514.2 million from $380.8 millic
for the same period in 2011. Sales by businesspsrad since June 30, 2011, accounted for $70.Bomibf 2012 sales. Excluding 2012 s:i
by businesses acquired in 2011 and 2012, sal&0f# increased 16.4% from 2011 on a same store Bakis. This sales increase is prim
due to improvement in the oil and gas and manufagportions of the U.S. economy.

GROSS PROFIT. Gross profit as a percentage of 8ae28.8% for the first six months of 2012 and201

SELLING, GENERAL AND ADMINISTRATIVE. Selling, genal and administrative expense for the six monthded June 30, 20
increased by approximately $22.8 million when coregdao the same period in 2011. The majority ofittezease relates to $14.4 million
selling, general and administrative expense aswutiaith businesses acquired in 2011 and 2012lullixg expenses for businesses acq|
in 2011 and 2012, the increase primarily resultednfincreased salaries, incentive compensation,l@me benefits and travel exper
compared to 2011. As a percentage of sales, th2 @&pense decreased to 20.9%, from 22.2% forixhmenths ended June 30, 2011.

OPERATING INCOME. Operating income for the firgk snonths of 2012 increased 61.9% compared to #meesperiod in 2011. Tt
increase in operating income is the result of gmsdit increasing 35.0%, while selling, generabaadministrative expense increased
27.0%.

INTEREST EXPENSE. Interest expense for the six tim®ended June 30, 2012 decreased 22.2% from itie g@riod in 2011. This decre
primarily resulted from lower average interest sat©n July 25, 2011, we amended our credit fgcilithis amendment significantly decree
the interest rates and commitment fees applicablaréous leverage ratios from levels in effectdrefJuly 25, 2011.



SERVICE CENTERS SEGMENT. Sales for the Servicet@ansegment increased $88.1 million, or 32.5%cldling 2012 Service Cent
segment sales of $63.8 million by businesses aedjuir 2011 and 2012, Service Centers segment fealgee first six months of 2012 increa
9.0% from 2011, on a same store sales basis. s@lgés increase is primarily due to improvemenhdil and gas and manufacturing port
of the U.S. economy. Operating income for the BerCenters segment increased 27.8%, primarily @suat of the 29.8% increase in gt
profit.

SUPPLY CHAIN SERVICES SEGMENT. Sales for the S@grsent increased by $9rillion, or 12.9%, for the first six months of 2(
compared to the first six months of 2011. Exclgd8CS segment sales of $7.1 million by businessgsi@d in 2011 and 2012, SCS segr
sales for 2012 increased 3.0% from 2011, on a sdare sales basis. Operating income for the SCBieefincreased 65.9% primarily &
result of the 12.9% increase in sales for this ssgroombined with a decline in selling, general addhinistrative expense.

INNOVATIVE PUMPING SOLUTIONS SEGMENT. Sales forgHPS segment increased by $36.1 million, or 93i@the first six montt
of 2012 compared to the first six months of 20The sales increase resulted from the increasepitatapending by our oil and gas
mining related customers. Operating income forlB® segment increased 155.5% as a result of tf8¥®Bicrease in sales combined \
only a 44.6% increase in selling, general and athtnative expenses.

LIQUIDITY AND CAPITAL RESOURCES
General Overview

As a distributor of MRO products, equipment and/iseis, we require significant amounts of workingita to fund inventories and accou
receivable. Additional cash is required for capitams such as information technology, safety,dpamntation and warehouse equipment.
also require cash to pay our lease obligations@uservice our debt.

We generated $24.9 million of cash in operatingviiets during the first six months of 2012 as cargad to generating $16.3 million during
first six months of 2011. This change between te pieriods was primarily attributable to the $9.@ion increase in net income.

During the first six months of 2012, the amountide to be borrowed under our credit agreemerth wur bank lender (the “Facility”
decreased from $78.2 million at December 31, 2@1$24.6 million at June 30, 2012. This decreasavailability primarily resulted frol
$73.5 million borrowed to fund acquisitions, pdtyiaffset by cash flow from operations.

On August 28, 2008, DXP entered into a credit ageyd with Wells Fargo Bank, National Associatios,l@ad arranger and administra
agent for the lenders (the&cility”). The Facility was amended on March P810. The March 15, 2010 amendment to the Fg
significantly increased the interest rates and camant fees applicable at various leverage ratiomflevels in effect before March 15, 2C
Effective July 25, 2011 DXP entered into a SecomseAdment to the Credit Facility with Wells FarganRaNational Association. The Secc
Amendment reduced interest rates; deleted the 6knaigrage Ratio; increased the maximum leveratie t@a not greater than 4.00 to 1.0(
of the last day of each quarter; allows DXP to pase, redeem and retire equity for aggregate ceraidn not exceeding $5.0 million; ¢
modified covenants to increase DXP's ability to ptete future acquisitions. The term loan was mpeing funds from the $150 million li
of credit. Effective December 30, 2011 DXP enteiredd a Third Amendment to the Facility. The Thixthendment increased the maxim
amount of the Facility from $150 million to $2001hkein. The Facility provided the option of intetest LIBOR plus a margin ranging frc
1.25% to 2.75%, or prime plus a margin of minu$®2o 1.25%. Commitment fees of 0.15% to 0.40%auerum were payable on the por
of the Facility capacity not in use for borrowings letters of credit at any given time. The Fagilvas scheduled to expire on July
2016. The Facility consisted of a revolving ctddtility that provided a $200 million line of a# to the Company. The Facility contai
financial covenants defining various financial meas and levels of these measures with which thengaoy must comply. Coven:
compliance was assessed as of each quarter encketath month ends for the asset test. The assetvas defined under the Facility as
sum of 90% of the Comparsg/net accounts receivable, 65% of net inventord, 2026 of the net book value of non real estate gntgpanc
equipment. The Compars/borrowing and letter of credit capacity underrineolving credit portion of the Facility at anygh time was $2(
million less borrowings under the revolving cregdrtion of the facility and letters of credit owstling, subject to the asset test desc
above.

On June 30, 2012, the LIBOR based rate of the iBagilas LIBOR plus 1.25%, the prime based ratehef Facility was prime minus 0.2!
and the commitment fee was 0.15%. At June 30, 26125 million was borrowed under the Facility aiveighted average interest rate
approximately 1.50% under the LIBOR options. Bwirgys under the Facility were secured by all of @empanys accounts receivab
inventory, general intangibles and non real egtad@erty and equipment. At June 30, 2012, $24l6amiwas available for borrowing unc
the Facility.

The Facility’s principal financial covenants incadi

Fixed Charge Coverage Ratidhe Facility required that the Fixed Charge CoverBatio for the 12 month period ending on the d&st o
each quarter be not less than 1.50 to 1.0 witheri€harge Coverage Ratidéfined as the ratio of (a) EBITDA for the 12 ma#nding o
such date minus cash taxes and Capital Expenditaresuch period (excluding acquisitions) to (bg thggregate of interest expense pa
cash, scheduled principal payments in respectrgg-term debt and current portion of capital ledsesuch 12month period, determined
each case on a consolidated basis for DXP andlitsidiaries. At June 30, 2012, the Company's F&edrge Coverage Ratio was 9.6 to 1.00

Leverage Ratio — The Facility required that thenpany’s Leverage Ratio, determined at the end of eachlfegiarter, not exceed 4.0 to 1.I
of the last day of each quarter. The LeverageoRatis defined as the outstanding Indebtednessedivity EBITDA for the 12 months th
ended. At June 30, 2012, the Companléverage Ratio was 1.91 to 1.00. Indebtednedsfined under the Facility for financial cover
purposes as: (a) all obligations of DXP for borrdweoney including but not limited to senior banktjeenior notes and subordinated deb



capital leases; (c) issued and outstanding lettecsedit; and (d) contingent obligations for fuddedebtedness.

The following is the computation of the Leveragdi®as of June 30, 2012 (in thousands, exceptiins):

For the Twelv
Months ended Leverage
June 30,201 Ratio

Income befor$ 68,00
taxes

Interest expen: 3,064
Depreciatior 11,94¢
and

amortization

Stock 1,60¢
compensation
expens¢

Pro form¢ 10,89¢
acquisition

EBITDA

Reduction ¢ (232
closed locatio

accrual

*) Definec 95,287
EBITDA

As of June 3(

2012

Total longtern $181,28.
debt

Letters of cred 431
outstanding

() Definec $181,71.
indebtednes

Leverage Rati 1.91
(B)(A)

EBITDA as defined under the Facility for financ@venant purposes means, without duplication, fiyr @eriod the consolidated net incc
(excluding any extraordinary gains or losses) of FDElus, to the extent deducted in calculating chdated net income, depreciati
amortization, other non-cash items and non-recgritiems (including, without limitation, impairmenharges, asset writgffs and accruals
respect of closed locations), interest expense tardexpense for taxes based on income and minutheteextent added in calculat
consolidated net income, any non-cash items andre@anring items; provided that, if DXP acquires #tpiity interests or assets of any pe
during such period under circumstances permittedeuthe Facility, EBITDA shall be adjusted to g forma effect to such acquisit
assuming that such transaction had occurred ofirgth@lay of such period and provided further thlaXP divests the equity interests or as

of any person during such period under circumstapegmitted under the Facility, EBITDA shall be ulpd to give pro forma effect to si
divestiture assuming that such transaction hadroedwn the first day of such period. Add-backeve¢d pursuant to Article 11, Regulation S-
X, of the Securities Act of 1933, as amended, aldb be included in the calculation of EBITDA.

On July 11, 2012 DXP entered into a credit facilitith Wells Fargo Bank, National Association, asuisg Lender, Swingline Lender ¢
Administrative Agent for the lenders. The new fiaciconsists of a $100 million term loan and aaking credit facility that provides a $2
million line of credit to the Company. This newcifity replaced the Company's prior credit facilityhich was last amended on Decembe
2011 and consisted of a $200 million revolving d@réakility. The pricing grid for the new facilitis almost the same as the prior facility.

primary differences are the rates for the $100iamlterm loan component are 25 basis points hitrar the norierm loan borrowings and t
unused line fees will be 5 basis points higher than old agreement. Because the leverage rathigiser after completion of the H:
acquisition, interest rates are expected to b@5®thasis points higher than in effect at June28@2

The new facility expires on July 11, 2017. The iRgccontains financial covenants defining variofisancial measures and levels of tr
measures with which the Company must comply. Caveoampliance is assessed as of each quarterAgpptoximately $0.7 million of de
issuance costs associated with the prior crediitfawill be expensed in the third quarter of 2012

Borrowings

June 30, Decembel Increase
2012 31,2011 (Decrease




(in Thousands
Current portio $ 3,12 $ 69 $ 2,43
of long-term dehb
Longterm debt 178,15: 114,20! 63,94¢

less currer

portion

Total longtermr 181,28: $ 114,89 $ 66,38
debt &)
Amount $ 2456' $ 78,20. $ (53,632
available @ @ ®

(1) Represents amount available to be borroweldeat t

indicated date under the Facili

(2) The funds obtained from the increase in delsewe
used to fund acquisition

(3) The $53.6 million decrease in the amount atéel
is primarily a result of borrowing to fund
acquisitions, partially offset by cash flow from

operations
Performance Metric
June 30 Increase
2012 2011 (Decreaset
(in Days)
Days o 55.¢ 56.¢ (0.9
sales
outstandin
Inventory 7.5 7.C 0.t
turns

Accounts receivable days of sales outstanding WBr@ days at June 30, 2012 compared to 56.8 daysnat 30, 2011. The decrease res
primarily from a change in customer mix which résdlin faster collection of accounts receivableandalized inventory turns were 7.5 at J
30, 2012 and 7.0 at June 30, 2011. The increasea@mtory turns resulted from the increase insale

Funding Commitment

We believe our cash generated from operations aaifahle under our Facility will meet our normal sking capital needs during the n
twelve months. However, we may require additionatbtdor equity financing to fund potential acquisits. Such additional financings n
include additional bank debt or the public or ptévaale of debt or equity securities. In connectidth any such financing, we may is
securities that substantially dilute the interesdteur shareholders. We may not be able to oldtitional financing on attractive terms, i
all.

Share Repurchases
During the six months ended June 30, 2012, DXProdmsed 10,300 shares of DXP's common stock.

On October 26, 2011, the Board of Directors auteatiDXP from time to time to purchase up to 200,868@res of DXP's common stock ¢
24 months. DXP publicly announced the authorizatitat day. Purchases may be made in open marketpoivately negotiated transactio
DXP had purchased 10,300 shares under this austtiorizas of June 30, 2012.

Acquisitions

All of the Companys acquisitions have been accounted for using thehpge method of accounting. Revenues and expehsks acquire
businesses have been included in the accompangimgplidated financial statements beginning on thespective dates of acquisition. -
allocation of purchase price to the acquired asssddiabilities is based on estimates of fair neaskalue.

DISCUSSION OF CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in confeymiith accounting principles generally acceptedhie United States of America require:

to make estimates and assumptions in determinigegported amounts of assets and liabilities asdasure of contingent assets and liabil

at the date of the financial statements and thertegp amounts of revenues and expenses duringgueting period. The significant estime
made by us in the accompanying financial statenrefése to reserves for accounts receivable cailglity, inventory valuations, income tax
self-insured liability claims and self-insured meali claims. Actual results could differ from thosstimates. Management periodically re-
evaluates these estimates as events and circurastehange. Together with the effects of the matéessussed above, these factors
significantly impact the Company’s results of opienas from period-to-period.



Critical accounting policies are those that arehbabst important to the portrayal of a companfihancial position and results of operati
and require managemesitsubjective or complex judgments. These politige been discussed with the Audit Committee ofBbard o
Directors of DXP. Below is a discussion of what edieve are our critical accounting policies.

Revenue Recognitic

For binding agreements to fabricate tangible assetsustomer specifications, the Company recognieeenues using the percentag:
completion method. Under this method, revenuesearegnized as costs are incurred and include awaprofits calculated on the basis of
relationship between costs incurred and total egtoh costs at completion. If at any time expeciests exceed the value of the contract
loss is recognized immediately. Approximately $lgillion of revenues were recognized on contréctprocess as of June 30, 2012.
typical time span of these contracts is approxityaiee to two years.

For other sales, the Company recognizes revenues ah agreement is in place, the price is fixeid tor product passes to the custome
services have been provided and collectabilityessonably assured. Revenues are recorded netesftsales. Revenues recognized inc
product sales and billings for freight and handiahgrges.

Allowance for Doubtful Accoun

Provisions to the allowance for doubtful accoums made monthly and adjustments are made peribdi@ed circumstances warrant) ba
upon the expected collectability of all such acaeurWriteoffs could be materially different from the reseprevided if economic conditio
change or actual results deviate from historicaidis.

Inventory

Inventory consists principally of finished goodsids priced at lower of cost or market, cost baletermined using the first-in, firstat (FIFO
method. Reserves are provided against inventargdtimated obsolescence based upon the aging ofvlentory and market trends. Acl
obsolescence could be materially different fromréserve if economic conditions or market trendsngje significantly.

Self-insured Insurance and Medical Claims

We generally retain up to $100,000 of risk for ealzim for workers compensation, general liabileytomobile and property loss. We aci
for the estimated loss on the sil§ured portion of these claims. The accrual jastdd quarterly based upon reported claims inftiona The
actual cost could deviate from the recorded esémat

We generally retain up to $200,000 of risk on eawdical claim for our employees and dependentsa¥déeue for the estimated outstanc
balance of unpaid medical claims for our employees their dependents. The accrual is adjusted htyoridased on recent clail
experience. The actual claims could deviate freaent claims experience and be materially diffefiemh the reserve.

The accrual for these claims at December 31, 2@@ilJane 30, 2012 was approximately $2.4 million $2@ million, respectively.

Impairment of Lon-Lived Assets and Goodwill

Goodwill represents a significant portion of outalcassets. We review goodwill for impairment anlyuduring our fourth quarter, or mc
frequently if certain impairment indicators ariseder the provisions of authoritative guidance. \W&ew goodwill at the reporting level ui
which is one level below an operating segmenthinfourth quarter of 2011, in conjunction with &@scember 31, 2011 goodwill assessn
we adopted new accounting guidance that allowsnéityeo first assess qualitative factors to deteenif it is more likely than not that the f
value of a reporting unit is less than its carryargount and if a quantitative assessment shoulgebfermed. As of December 31, 2011,
performed a qualitative analysis and concluded inore likely than not that the fair value of eaeporting unit was not less than its carn
value and therefore, did not perform a quantitatimalysis. Accordingly, the annual impairment asseent at December 31, 2011 indic
there was no impairment of goodwill. Qualitativectors considered during our assessment includecddpital markets environment, L
economic conditions, industrial distribution indystompetition and trends, oil and gas exploratod production industry trends, change
our results of operations, the magnitude of theesg®f fair value over the carrying amount of e@giorting unit as determined in prior ye
guantitative testing and other factors. We belitheefair value of our reporting units substanyiakceeds the carrying value of our repol
units.

If the annual qualitative assessment determinasaatgative assessment should be performed, wednaarhpare the carrying value of the
assets of each reporting unit to the net presdnewvaf estimated discounted anticipated cash flofwsach reporting unit, discounted usir
weighted average cost of capital rate. If the dagwalue exceeds the net present value of estdndigcounted anticipated cash flows
impairment indicator would exist and an estimatetted impairment loss would be calculated. The failue calculation would inclu
management views and multiple assumptions and agsnincluding the projected cash flows and distoates applied. Estimated cash fl:
would be primarily based on projected revenuestaipg costs and capital expenditures and wouldiseounted based on comparable indt
average rates for weighted average cost of cap@thhnges in these assumptions and estimates Eautt in goodwill impairment that cot
have materially adverse impacts our financial pasior results of operations. Assets, liabilitidsferred taxes and goodwill for each repol
unit would be determined using the balance sheatistained for each reporting unit.

Goodwill of $119.8 million was primarily recorded €onnection with the 22 acquisitions completed&if004. Approximately $16.0 milli



of goodwill is included in our IPS segment. Approately $95.9 million of goodwill is included in ehtwo reporting units for o
Service Centers segment which are DXP and PFprédmately $7.9 million of goodwill is included mur SCS segment.

Longdived assets, including property, plant and equipim@&nd amortizable intangible assets comprise aifgignt portion of our toti
assets. We evaluate the carrying value of lbreg assets when impairment indicators are presenivhen circumstances indicate -
impairment may exist under authoritative guidantthen events or changes in circumstances indicateathonglived asset carrying amot
may not be recoverable, a loliged asset or assets shall be grouped with otbseta and liabilities at the lowest level for whidkntifiable
cash flows are largely independent of the cashdlofwother assets and liabilities. Depending endincumstances, this could be at a repo
unit or segment level. Estimates of future caswdlare generally used to test the recoverability dbnglived asset (asset group), un
market information is available that would moreaclg indicate the fair value of an asset or assetig To the extent estimates of future
flows are utilized, only the future cash flows (casflows less associated cash outflows) that &extly associated with, and that are expe
to arise as a direct result of the use and evenigpbsition of the asset (asset group) are utiliZEhose estimates shall exclude interest ch
that will be recognized as an expense when incuffbese impairment tests are heavily influencedabgsumptions and estimates that
subject to change as additional information becomeslable. We concluded DXP did not have an impant of longkved assets durir
2011.

The following are examples of events or changesroumstances that might suggest an asset or gissgi should be tested for impairment:

a. A significant decrease in the market pate long-lived asset (asset group)

b. A significant adverse change in the extemhanner in which a long-lived asset (asset gr@aipging used or in its physical condition
c. A significant adverse change in legal fextor in the business climate that could affect\hkie of a londived asset (asset grou
including an adverse action or assessment by dategu

d. A currenperiod operating or cash flow loss combined withistory of operating or cash flow losses or a mitga or forecast th
demonstrates continuing losses associated withgbef a long-lived asset (asset group)

e. A current expectation that, more likelyrtheot, a londived asset (asset group) will be sold or othervdisposed of significantly befc
the end of its previously estimated useful life.

Purchase Accountin

The Company estimates the fair value of assetkjdimg property, machinery and equipment and thedated useful lives and salvage val
intangibles, and liabilities when allocating theghase price of an acquisition.

Cost of Sales and Selling, General and Administeaixpense

Cost of sales includes product and product relatests, inbound freight charges, internal transéets and depreciation. Selling, general
administrative expense includes purchasing andiviegecosts, inspection costs, warehousing costpretiation and amortization. DX’
gross margins may not be comparable to those ef ethtities, since some entities include all of¢bsts related to their distribution networ|
cost of sales and others like DXP exclude a portibthese costs from gross margin, including thetx@ a line item, such as selling, ger
and administrative expense.

Income Taxe

Deferred income tax assets and liabilities are adetp for differences between the financial statdnaem income tax bases of assets
liabilities. Such deferred income tax asset aalility computations are based on enacted tax vdsrates applicable to periods in which
differences are expected to reverse. Valuatioowalhces are established to reduce deferred incamastsets to the amounts expected
realized.

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

Our market risk results from volatility in interesttes. Our exposure to interest rate risk relptagmarily to our debt portfolio. Using floati
interest rate debt outstanding at June 30, 201P0abasis point change in interest rates wouldltr@s@approximately a $1,750,000 chang
annual interest expense.

ITEM 4: CONTROLS AND PROCEDURES

As of the end of the period covered by this QuirtBeport on Form 1@, the effectiveness of our disclosure controls pratedures (
defined in Rules 13a-15(e) and 158e) promulgated under the Securities ExchangeoA&B34) was evaluated by our management wit
participation of our President and Chief Execut®ficer, David R. Little (principal executive offic), and our Senior Vice President and C
Financial Officer, Mac McConnell (principal finamtiofficer). Messrs. Little and McConnell have cluded that our disclosure controls
procedures are effective, as of the end of theogdetbvered by this Quarterly Report on Form@,0to help ensure that information we
required to disclose in reports that we file wiile SEC is accumulated and communicated to managememecorded, processed, summal
and reported within the time periods prescribedhgySEC.

There were no changes in our internal control diwemcial reporting that occurred during our lastél quarter (the quarter ended June
2012) that have materially affected, or are reaslyrigkely to materially affect, our internal cootrover financial reporting.



PART II: OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

No material developments have occurred in theditan with BP America Production Company disclogethe Compan’s Annual Report ¢
Form 10-K for the year ended December 31, 2011.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On May 1, 2012, DXP issued 19,685 unregisteredeshaf DXP Common Stock in connection with the asitjon of Industrial Paramec
Services.

ISSUER PURCHASES OF EQUITY SECURITIE
(d)
Maximum
Number
(c) (or
Total Approximate
Number o0 Dollar
Shares (o Value) of
Units)  Shares (or
(@) Purchaset Units) that
Total (b) as Part of may yet be
Number o Average Publicly Purchased
Shares (o Price PaicAnnouncet Under the
Units) per Share Plans or Plans or
Period Purchase (or Unit) Programs Programs
April 1,
2012 -
April 30,
2012
May 1
2012 -
May 30
2012
June 1
2012 -
June  3(
2012 10,300 $37.53 10,300 189,70C
Total 10,300 $37.53 10,300 189,70C
On October 26, 2011, the Board of Directors autteat
DXP from time to time to purchase up to 200,000sha
of DXP's common stock over 24 months. DXP publicly
announced the authorization that day. Purchasgdma
made in open market or in privately negotiated
transactions. DXP had purchased 10,300 shares ttris
authorization as of June 30, 20.

ITEM 6. EXHIBITS

3.1

3.2

3.3

10.1

10.2

10.3

Restated Articles of Incorporation, as amendedofiparated by reference to Exhibit 4.1 to the Regie's Registration Statement
Form -8 (Reg. No. 33-61953), filed with Commission on August 20, 19¢

Bylaws (incorporated by reference to Exhibit 3.2He Registrars Registration Statement on Fori-4 (Reg. No. 33-10021), filec
with the Commission on August 12, 199

Amendment No. 1 to Bylaws (incorporated brefice to Exhibit A to the Registrant’s Current &¢pn Form 8-K, filed with the
Commission on July 28, 201

Amendment One to David Little Equity IncestiRrogram (incorporated by reference to Exhibif 16.the Company's Current Report
on Form &K, filed with the Commission on May 11, 201

Arrangement Agreement, dated as of April28,2, whereby DXP Enterprises, Inc. agreed to aedli of the shares of HSE
Integrated Ltd., (incorporated by reference to Bitti0.1 to the Company's Current Report on Forkq 8led with the Commission
on May 1, 2012)

Schedule A to the Arrangement Agreement dated A8®;l2012 between HSE Integrated Ltd., DXP Canaderfrises Ltd. and DX



10.4

311

31.2

32.1

32.2

Enterprises, Inc., Plan of Arrangement Under Sact@3 of the Business Corporations Act (Alberta¢aded as of and effective Ji
28, 2012) (incorporated by reference to Exhibieltd.the Company's Current Report on Form 8-Kdfiléth the Commission on July
13, 2012).

Credit Agreement by and among DXP Enterprises, as US Borrower, DXP Canada Enterprises, latsl Canadian Borrower, and
Wells Fargo Bank, National Association, as Issdirgder, Swingline Lender and Administrative Agemt the Lenders, dated as of
July 11, 2012 (incorporated by reference to ExHibi3 to the Company's Current Report on Form 8k&d with the Commission on
July 13, 2012)

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

Certification of Chief Financial Officer pursuantRule 13-14(a) and rule 1t-14(a) of the Securities Exchange Act, as amer

Certification of Chief Executive Officer pursuant18 U.S.C. 1350, as adopted pursuant to Secti6rofthe Sarban-Oxley Act o
2002.

Certification of Chief Financial Officer pursuamt 18 U.S.C. 1350, as adopted pursuant to Sectiérno9the Sarban-Oxley Act of
2002.

101** Interactive Data Files (to be filed by amendmt

**

Pursuant to Rule 406T of Regulatio-T, these interactive data files are deemed notl fde part of a registration statemen
prospectus for purposes of Sections 11 or 12 ofSieurities Act of 1933 or Section 18 of the SamgiExchange Act of 1934 &
otherwise are not subject to liability under thesetions

SIGNATURES

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

DXP ENTERPRISES, INC.
(Registrant)
By: /sSIMAC McCONNELL

Mac McConnell

Senior Vice-President/Finance and
Chief Financial Officer
(Duly Authorized Signatory and Principal Finandi#ficer)

Dated: August 9, 2012










Exhibit 31.1

CERTIFICATION

I, David R. Little, certify that:

1.
2.

I have reviewed this report on Form-Q of DXP Enterprises, Inc
Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to t
period covered by this repo
Based on my knowledge, the financial statements,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amdtfe periods presented in this rep
The registrarg’ other certifying officer(s) and | are responsitdeestablishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repogtias defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and proceduresawsed such disclosure controls and proceduréeg tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegah
b) Designed such internal control over financial réjpgr;, or caused such internal control over finahoggorting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atarece with generally accepted accounting princjj
c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls armtquiures, as of the end of the period covered tsyrdport based on st
evaluation; ant
d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registrée s
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 redgist’s internal control over financial reporting; &
The registrar's other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden
functions):
a) All significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting whic
are reasonably likely to adversely affect the itegie’s ability to record, process, summarize and refgmahcial information; an
b) Any fraud, whether or not material, that involveamagement or other employees who have a significaatin the registra’s
internal control over financial reportin

August 9, 2012

/s/ David R. Little

David R. Little

President and Chief Executive Officer
(Principal Executive Officer)










Exhibit 31.2

CERTIFICATION

[, Mac McConnell, certify that:

1.
2.

I have reviewed this report on Form-Q of DXP Enterprises, Inc
Based on my knowledge, this report does not cortajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to t
period covered by this repo
Based on my knowledge, the financial statements,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amdtfe periods presented in this rep
The registrarg’ other certifying officer(s) and | are responsitdeestablishing and maintaining disclosure cdstend procedures {
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repogtias defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and proceduresawsed such disclosure controls and proceduréeg tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegah
b) Designed such internal control over financial réjpgr;, or caused such internal control over finahoggorting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atarece with generally accepted accounting princjj
c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls armtquiures, as of the end of the period covered tsyrdport based on st
evaluation; ant
d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registrée s
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 redgist’s internal control over financial reporting; &
The registrar's other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden
functions):
a) All significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting whic
are reasonably likely to adversely affect the itegie’s ability to record, process, summarize and refgmahcial information; an
b) Any fraud, whether or not material, that involveamagement or other employees who have a significaatin the registra’s
internal control over financial reportin

August 9, 2012

/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 undersigfiigcer of DXP Enterprises, Inc. (the “Companyhereby certifies that the Compasy’
Quarterly Report on Form 10-Q for the quarter endigne 30, 2012 (the “Report”) fully complies witietrequirements of Section 13(a) or 15
(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 arapons of the Company.

/s/David R. Little

David R. Little

President and Chief Executive Officer
(Principal Executive Officer)

August 9, 2012

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










Exhibit 32.2

CERTIFICATION

Pursuant to 18 U.S.C. Section 1350, the undersigfiigcer of DXP Enterprises, Inc. (the “Companyhereby certifies that the Compasy’
Quarterly Report on Form 10-Q for the quarter endieae 30, 2012 (the “Report”) fully complies wittetrequirements of Section 13(a) or 15
(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 afrapons of the Company.

/s/IMac McConnell

Mac McConnell

Chief Financial Officer
(Principal Financial Officer)

August 9, 2012

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







