
LII Annual Report
2014



     

 

*Segment profit is total segment profit for all of our segments including eliminations. For further detail and a comparison of Segment Profit
 to Income from Continuing Operations before Income Taxes, see Note 19 in the Notes to the Consolidated Financial Statements in our
 Annual Report on Form 10-K for the year ended December 31, 2014, included herein.

2014  |  Revenue 2014  |  Segment profit*
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Financial Highlights 
(in millions, except per share data) 

Statements of Operations Data                                                                   2014                       2013                       2012                      2011                     2010   
Revenue**................................................................................. $3,367.4    $3,199.1            $2,949.4          $2,840.9     $2,585.2 
Operational income from continuing operations........................$334.7       $289.0   $219.1             $184.4        $204.5 
Income from continuing operations............................................$208.1       $179.9   $135.0             $111.5        $125.9 
Net income................................................................................. $205.8              $171.8     $90.0               $88.3        $116.9 
Basic earnings per share from continuing operations................... $4.35                 $3.61     $2.66               $2.12           $2.31 
Diluted earnings per share from continuing operations................$4.28                 $3.55      $2.63               $2.09          $2.26 
Cash dividends declared per share................................................ $1.14                 $0.92      $0.76               $0.72          $0.60 

Other Data***
Capital expenditures.....................................................................$88.4                 $78.3     $50.2               $41.4           $43.1 
Research and development expenses............................................ $60.7                 $53.7     $49.5               $47.0           $46.4 
 
Balance Sheet Data at Period End
Total assets...............................................................................$1,764.3    $1,626.7            $1,691.9           $1,705.7      $1,692.0 
Total debt....................................................................................$925.6       $400.4   $386.6             $465.1         $319.0 
Stockholders’ equity........................................................................ $9.0       $485.7   $498.3             $467.8         $589.7

 **Amounts exclude discontinued operations.
***Amounts exclude capital expenditures and research and development expenses related to discontinued operations.

NYSE: LII



TO OUR STOCKHOLDERS
2014 marked another year of 
strong growth and record profits 
for Lennox International. 

Revenue for the year was $3.4 
billion, up 5 percent including
a negative 1 percentage point
impact from foreign exchange. 
Total segment profit margin 
expanded 70 basis points to
a record 10.1 percent for the

year, and GAAP diluted earnings per share from continuing 
operations increased 21 percent to a record $4.28. 

The company’s performance in 2014 continued to be led by 
our Residential business. With strength in both replacement 
and new construction, Residential revenue was up 10 percent, 
including a negative 1 percentage point impact from foreign 
exchange. Residential margin expanded 220 basis points to a 
record 13.6 percent, and profit rose 31 percent to a record
$236 million. 

In Commercial, our North America business grew twice as 
fast as the market, with shipments up 8 percent on strength in 
national accounts and our ongoing expansion in the emergency 
replacement segment of the market. Europe Commercial HVAC 
was down for the year on soft macroeconomic conditions and 
political uncertainty in the region. Overall for our Commercial 
business, revenue was up 4 percent, including a negative 1
percentage point impact from foreign exchange, and segment 
profit rose 5 percent to a record $124 million. Commercial 
margin was up 10 basis points to a record 14.1 percent in a year 
of significant investment for future growth and new market 
opportunities.

Our Refrigeration business faced choppy market conditions 
globally in 2014. The business was negatively impacted by the 
mid-year repeal of the carbon tax in Australia that reduced the 
profitability of our wholesale refrigerant business compared to 
the prior year. In North America, we saw a soft supermarket 
environment for most of the year. In the fourth quarter, however, 
Refrigeration saw significant growth on the strength of new
national account business in North America that positions us 
well for 2015. We also expect the profitability of our Australian 
business to be improved in the second half of 2015 with the 
impact of the carbon tax repeal behind us. Overall for our
Refrigeration business in 2014, revenue was down nearly 3 
percent, including a negative 2 percentage point impact from 
foreign exchange. With the negative impact from Australia, 
foreign exchange, and lower product mix in North America 
grocery, Refrigeration margin contracted 430 basis points to 
7.4 percent, and profit was 39 percent lower than the prior year. 
2014 was a challenging year in Refrigeration, and we remained 
focused on reducing costs and improving productivity through 
the year while also investing for the growth opportunities that 
began to ramp up in the fourth quarter. Looking ahead, we are 

well-positioned in the refrigeration market and expect improved 
growth and profitability going forward.
 
The company had solid cash generation for the year with cash 
from operations of $185 million. With capital expenditures of 
$88 million, we continued to make transformational invest-
ments in the business. We also strategically built $77 million 
of inventory in the fourth quarter to support customers in the 
minimum-efficiency regulatory transition taking effect at the 
start of 2015 for certain cooling products. With the company’s 
strong performance overall for the year and solid balance sheet, 
we increased the dividend 25 percent and accelerated our stock 
repurchases. The company paid $53 million in dividends and 
$550 million for stock repurchase programs.

We continued in 2014 to position the company for further 
growth and profitability, with an ongoing focus on our five 
strategic initiatives.

Innovative Product Systems and Solutions – With a systemat-
ic increase in Research and Development investment year after 
year, the company continues to focus on maintaining leadership 
in energy-efficient climate control systems and advanced
controls across our businesses.

In Residential, consumers continued to trend toward buying 
higher-efficiency systems and advanced controls. Our Ultimate 
Comfort System™ continues to lead the industry with the most 
advanced and efficient air conditioning, heating, and air quality 
system for homeowners. The system includes our latest icomfort 
Wi-Fi® to control the entire system by smartphone, tablet, or 
computer and the iharmony® zoning system for climate
precision and maximum comfort.

Our Commercial business won 29 new national accounts
in 2014 as customers continue to select Lennox for our leading 
high-efficiency rooftops and advanced controls. Our
Energence® Ultra High Efficiency with Prodigy® Control
System 2.0 leads the industry in efficiency and advanced,
intuitive controls. We continued to capture market share in
the emergency replacement market with our Raider® rooftop 
units, now ranging from 3 to 12.5 ton sizes. We have realized 
25 percent revenue growth the last two years in the emergency 
replacement market since the introduction of the Raider
product line. In the second half of 2014, we strategically entered 
the VRF (Variable Refrigerant Flow) market in North America 
with Lennox-branded equipment in conjunction with our
manufacturing partner in China. We have assembled a great 
Lennox team with years of experience in VRF to provide
leading products with the best sales, service, and technical
support in North America. We are focused on capturing a
solid position and expect the VRF market in North America
to continue to grow at a double-digit percent rate from about 
a $400 million market today to over $1 billion in the coming 
years.
 



In Refrigeration, we provide products and solutions for
supermarkets, convenience stores, restaurants, cold storage,
and industry in 70 countries around the world. In 2014, we con-
tinued to advance our leadership position with new energy-effi-
cient refrigeration solutions, including environmentally friendly 
platforms using innovative alternative refrigerant systems. Of 
increasing importance are advanced refrigeration controls, and 
we were awarded Gold and Silver Dealer Design Awards from
a leading industry magazine recognizing our leadership in
this area as we continue to deliver advanced energy-efficient 
solutions to our customers.

Manufacturing and Sourcing Excellence – We completed 
the expansion of our second Residential manufacturing plant 
in Saltillo, Mexico and began production mid 2014. From the 
transfer of certain furnace production from the United States 
to this facility, as well as in-sourcing sheet metal fabrication, we 
expect approximately $15 million of annual savings by the end 
of 2016. In addition to nearly 20 percent of our furnace volume 
being produced in Saltillo in 2014, about half of our cooling 
products in 2014 were produced at our first plant there. In our 
global sourcing initiative, we continue to expand our operations 
in China to support our sourcing activities in Asia, and we
continue to realize significant savings on components of equal
or better quality in our systems.

Distribution Excellence – Systematic expansion of the Lennox 
residential and commercial distribution networks has been a 
major driver of market share gains in recent years. In 2014, we 
added 26 new Lennox PartsPlus® stores to end the year at 161 
locations. These stores sell Lennox equipment, as well as parts, 
supplies, and accessories needed by dealer-contractors. With 
the success of these stores, we plan to accelerate our new store 
openings over the coming years and are targeting 250 locations 
by the end of 2017. In North America Commercial HVAC, 
we also continue to add distribution locations to support our 
expansion in the emergency replacement market with Raider® 
rooftop units. We added 7 new local distribution centers and an 
additional regional distribution center in 2014 to bring the total 
of commercial-dedicated distribution locations to 40. We now 
provide same-day service for 75 percent of the North America 
market and with additional investments in 2015 are targeting 85 
percent same-day service. 

In distribution and dealer interactions, information technol-
ogy is an increasingly important differentiator and a critical 
factor in converting market share. As an industry leader with a 
direct-to-dealer model, we are able to achieve a deeper rela-
tionship with our dealers and their salespeople and technicians. 
One of our latest innovations in making Lennox the preferred 
company to work with is our new DaveNet® No Boundaries™ 
dealer portal. Lennox completely reinvented its desktop system, 
added new mobile capabilities, and added a host of additional 
customer-centric tools to increase the efficiencies of our partners 
on-the-job and on-the-go. DaveNet.com puts the full force of 
Lennox support in the hands of our valued partners on the front 
lines. From real-time ordering, warranty look-up, residential 

match-ups, commercial quick quotes, repair parts look-up, and 
more, DaveNet.com has the tools for our dealer customers to do 
jobs more efficiently and effectively. DaveNet.com also provides 
extensive training for our dealers and their employees with
more than 1,000 classes ranging from technical sales to
business acumen. More than 16,000 dealers have registered 
on the new system, and each month there are approximately 
300,000 sessions and more than 4 million page views.

Geographic Expansion – Outside of North America, we saw 
uneven market conditions by region around the world. Looking 
at revenue growth in constant currency, we continued to see 
double-digit percentage growth in China and Asia. Growth 
continued in South America as well, up a mid single-digit
percentage. In the uncertain macroeconomic and political
environment of Europe, our revenue was essentially flat with
the prior year. As expected, Australia revenue was down by a
mid single-digit percentage on the repeal of the carbon tax and
a softer macroeconomic environment.

In India, we now have more than 250 employees in Chennai 
at our Lennox India Technology Center (LITC) focused on 
accelerating innovative new product launches and driving
further material cost reductions. The LITC is a center of
excellence for many of our engineering and information technol-
ogy core competencies, and we plan to expand these operations 
further in 2015 as we continue to strengthen our presence in 
that region and leverage R&D investments. In Shanghai, China, 
the Lennox Asia Sourcing & Engineering Center (LASEC) 
continued to support our expanded global sourcing and engi-
neering cost-reduction initiatives, providing significant savings 
for the company. 

Expense Reduction – In 2014, the company realized more than 
$30 million in savings from global sourcing programs
and engineering-led cost reductions, and we remain focused
on driving significant savings in future years. For example, we are 
introducing high-efficiency, all-aluminum coils in Residential 
products following the successful introduction in Refrigeration 
and Commercial products in recent years. We continue to drive 
product quality and productivity across the enterprise, as well as 
leverage SG&A while managing strong growth.

In closing, Lennox International delivered another year of
strong growth and record profits in 2014 while continuing to 
invest in the business and position the company for continued 
success. We remain focused on capitalizing on growth in our
end markets, capturing additional market share, and driving
our operational initiatives for increased profitability over the 
coming years.

Todd M. Bluedorn
Chairman of the Board & Chief Executive Officer   
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Loss from Discontinued Operations

The Loss from discontinued operations related to the Service Experts business sold in March 2013 and the Hearth business 
sold in April 2012.  The $4 million of pre-tax losses incurred in 2014 primary relate to changes in retained product liabilities and 
general liabilities for Service Experts and Hearth. In 2013, there were $13 million of pre-tax losses from discontinued operations 
consisting primarily of operating losses in the Service Experts business.  The Hearth business had no significant gains or losses 
in 2013.

Year Ended December 31, 2014 Compared to Year Ended December 31, 2013 - Results by Segment

Residential Heating & Cooling 

The following table presents our Residential Heating & Cooling segment's net sales and profit for 2014 and 2013 (dollars in 
millions):

For the Years Ended
December 31,

2014 2013 Difference % Change
Net sales $ 1,736.5 $ 1,583.2 $ 153.3 9.7%
Profit $ 235.8 $ 180.1 $ 55.7 30.9%
% of net sales 13.6% 11.4%

        
Residential Heating & Cooling net sales increased 10% in 2014 compared to 2013 driven by strong volume increases and 

favorable price and mix.  Sales volume increases contributed 9% and were attributable to industry growth in new construction 
and replacement markets and market share gains.  Benefits of price increases and favorable product mix contributed 2%. Changes 
in foreign currency exchange rates unfavorably impacted net sales by 1%.

Segment profit in 2014 increased $56 million due to $27 million contributed by incremental volume, $30 million from 
commodity and non-commodity material cost savings, $12 million from favorable price, $5 million from favorable mix, $4 million 
from lower warranty costs, and $1 million from favorable other product costs. Partially offsetting these increases was $7 million 
in distribution expenses related to continued investment in distribution expansion, unfavorable foreign exchange rates of $9 million, 
and a $7 million increase in SG&A expenses primarily due to higher wages and other administrative expenses.

Commercial Heating & Cooling

The following table presents our Commercial Heating & Cooling segment's net sales and profit for 2014 and 2013 (dollars in 
millions):

For the Years Ended
December 31,

2014 2013 Difference % Change
Net sales $ 878.5 $ 844.4 $ 34.1 4.0%
Profit $ 124.0 $ 118.1 $ 5.9 5.0%
% of net sales 14.1% 14.0%

Commercial Heating & Cooling net sales increased 4% in 2014 compared to 2013 driven by higher volumes.  Sales volume 
increases contributed 5% and were attributable to market share gains and industry growth in the North American markets. Changes 
in foreign currency exchange rates unfavorably impacted net sales by 1%.

Segment profit in 2014 increased $6 million compared to 2013 due to $12 million from incremental volume, $11 million from 
material cost savings,  $2 million from favorable price, and $4 million from increased factory productivity.  These increases were 
offset by $7 million higher SG&A expenses primarily for start-up costs to enter the VRF market and to support product development, 
$3 million from unfavorable mix, $6 million from unfavorable foreign exchange rates, with the $7 million balance associated with 
other costs including investments in distribution expansion.
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Refrigeration 

The following table presents our Refrigeration segment's net sales and profit for 2014 and 2013 (dollars in millions):

For the Years Ended
December 31,

2014 2013 Difference % Change
Net sales $ 752.4 $ 771.5 $ (19.1) (2.5)%
Profit $ 55.4 $ 90.2 $ (34.8) (38.6)%
% of net sales 7.4% 11.7%

    Refrigeration net sales declined 3% in 2014 compared to 2013 primarily due to a 2% impact from unfavorable Australian and 
Brazilian foreign currency exchange rates and a 1% negative impact to our refrigerant business in Australia due to the repeal of 
the carbon tax. The North American supermarket and Australian wholesale businesses have been soft. We continue to expect
the North American supermarket business to improve in 2015 based on national account business won in 2014. In Australia,
with the repeal of the carbon tax, we expect a negative impact to the profitability of our refrigerant business as compared to
prior year periods through the second quarter of 2015.

     Segment profit decreased $35 million in 2014 compared to 2013 primarily due to unfavorable price and mix of $13 million, 
unfavorable foreign exchange rates of $6 million, and $6 million of lower profitability in our Australia refrigerant business caused 
by the carbon tax repeal.  Also contributing to the decrease in profit was $7 million of investments in growth initiatives, $7 million 
of higher distribution and other costs, and $5 million of increased SG&A expenses primarily related to wages.  Partially offsetting 
the cost increases was $9 million of commodity and non-commodity material cost savings.

Corporate and Other

Corporate and other expenses decreased $14 million in 2014 to $74 million from $88 million in 2013 driven primarily by lower 
incentive compensation.

Year Ended December 31, 2013 Compared to Year Ended December 31, 2012 - Consolidated Results

Net Sales

Net sales increased 8% in 2013 compared to 2012, with sales volumes up approximately 8% and price and mix up approximately 
1%.  Also, foreign currency exchange rates had an unfavorable impact of less than 1%.  The increase in volume was driven by 
our Residential Heating & Cooling and Commercial Heating & Cooling segments capturing additional replacement and new 
construction business.  The benefit of price and mix was a combination of price increases across all segments and favorable product 
mix predominantly in our Residential Heating & Cooling segment.  

Gross Profit 

Gross profit margins improved 240 bps to 26.9% in 2013 compared to 24.5% in 2012.  Increased volume, along with favorable 
price and mix contributed 200 bps to profit margin and lower commodity and non-commodity product costs contributed a collective 
130 bps.  Partially offsetting these improvements were 70 bps of higher distribution costs and 20 bps of higher warranty costs.

Selling, General and Administrative Expenses 

SG&A expenses increased by $63 million in 2013 compared to 2012.  As a percentage of net sales, SG&A expenses increased 
60 bps from 17.2% to 17.8% in the same periods.  The increase in SG&A expenses was principally due to higher employee 
compensation. 
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18. Earnings Per Share:

Basic earnings per share are computed by dividing net income by the weighted-average number of common shares outstanding 
during the period.  Diluted earnings per share are computed by dividing net income by the sum of the weighted-average number 
of shares and the number of equivalent shares assumed outstanding, if dilutive, under our stock-based compensation plans.

The computations of basic and diluted earnings per share for Income from continuing operations were as follows (in millions, 
except per share data):

 

  For the Years Ended December 31,
  2014 2013 2012
Net income $ 205.8 $ 171.8 $ 90.0
Add:  Loss from discontinued operations 2.3 8.1 45.0
Income from continuing operations $ 208.1 $ 179.9 $ 135.0

Weighted-average shares outstanding – basic 47.9 49.8 50.7
Add:  Potential effect of diluted securities attributable to stock-based payments 0.7 0.8 0.7
Weighted-average shares outstanding – diluted 48.6 50.6 51.4

Earnings per share - Basic:
Income from continuing operations $ 4.35 $ 3.61 $ 2.66
Loss from discontinued operations (0.05) (0.16) (0.89)
Net income $ 4.30 $ 3.45 $ 1.77

Earnings per share - Diluted:
Income from continuing operations $ 4.28 $ 3.55 $ 2.63
Loss from discontinued operations (0.05) (0.16) (0.88)
Net income $ 4.23 $ 3.39 $ 1.75

The following stock appreciation rights were outstanding but not included in the diluted earnings per share calculation because 
the assumed exercise of such rights would have been anti-dilutive (in millions, except for per share data):

  For the Years Ended December 31,
  2014 2013 2012
Weighted-average number of shares 0.3 0.1 0.1
Price ranges per share $81.11 - $92.64 $81.11 - $81.14 $51.11 - $51.40
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19. Reportable Business Segments:

Description of Segments

We operate in three reportable business segments of the heating, ventilation, air conditioning and refrigeration (“HVACR”) 
industry.  Our segments are organized primarily by the nature of the products and services we provide.  The following table 
describes each segment:

Segment Products or Services Markets Served Geographic Areas

Residential
Heating &
Cooling

Furnaces, air conditioners, heat pumps, packaged
heating and cooling systems, indoor air quality
equipment, comfort control products, replacement
parts

Residential Replacement;
Residential New Construction

United States
Canada

Commercial
Heating &
Cooling

Unitary heating and air conditioning equipment,
applied systems, controls, installation and service
of commercial heating and cooling equipment

Light Commercial United States
Canada
Europe

Refrigeration Condensing units, unit coolers, fluid coolers, air
cooled condensers, air handlers, process chillers,
controls, compressorized racks, supermarket
display cases and systems

Light Commercial; 
Food Preservation; 
Non-Food/Industrial

United States
Canada
Europe
Asia Pacific
South America

In September 2012, we announced the planned sale of our Service Experts business. The Service Experts business had previously 
been reported within the Service Experts reportable segment along with the Lennox National Account Services ("NAS") business.  
Beginning in the third quarter of 2012, the Service Experts business was included in discontinued operations, NAS was included 
in our Commercial Heating & Cooling segment, and the Service Experts segment was eliminated. Results for all periods have 
been revised to reflect this new presentation.

Segment Data

We use segment profit or loss as the primary measure of profitability to evaluate operating performance and to allocate capital 
resources.  We define segment profit or loss as a segment’s income or loss from continuing operations before income taxes included 
in the accompanying Consolidated Statements of Operations, excluding certain items.  The reconciliation below details the items 
excluded.

Our corporate costs include those costs related to corporate functions such as legal, internal audit, treasury, human resources, 
tax compliance and senior executive staff.  Corporate costs also include the long-term share-based incentive awards provided to 
employees throughout LII.  We recorded these share-based awards as Corporate costs because they are determined at the discretion 
of the Board of Directors and based on the historical practice of doing so for internal reporting purposes.

As they arise, transactions between segments are recorded on an arm’s-length basis using the relevant market prices.  Any 
intercompany sales and associated profit (and any other intercompany items) are eliminated from segment results.  There were no 
significant intercompany eliminations included in the results presented in the table below.
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Net sales and segment profit (loss) by segment, along with a reconciliation of segment profit (loss) to Income from continuing 
operations before income taxes, are shown below (in millions):

  For the Years Ended December 31,
  2014 2013 2012
Net Sales (1) 
Residential Heating & Cooling $ 1,736.5 $ 1,583.2 $ 1,375.8
Commercial Heating & Cooling 878.5 844.4 785.4
Refrigeration 752.4 771.5 788.2

$ 3,367.4 $ 3,199.1 $ 2,949.4
Segment Profit (Loss) (2) 
Residential Heating & Cooling $ 235.8 $ 180.1 $ 102.9
Commercial Heating & Cooling 124.0 118.1 99.5
Refrigeration 55.4 90.2 81.9
Corporate and other (74.3) (87.9) (60.1)

Subtotal that includes segment profit and eliminations 340.9 300.5 224.2
Reconciliation to income from continuing operations before income taxes:
Special product quality adjustments (1.4) (2.3) 1.1
Items in Losses and other expenses, net that are excluded from segment profit (loss) (2) 4.7 8.8 (0.2)
Restructuring charges 1.9 5.0 4.2
Interest expense, net 17.2 14.5 17.1
Special inventory write down 1.0 — —
Other expense, net (0.1) 0.2 0.3

Income from continuing operations before income taxes $ 317.6 $ 274.3 $ 201.7
 

(1) On a consolidated basis, no revenue from transactions with a single customer were 10% or greater of our consolidated net 
sales for any of the periods presented.

(2) The Company defines segment profit and loss as a segment's income or loss from continuing operations before income taxes 
included in the accompanying Consolidated Statements of Operations, excluding:
• Special product quality adjustments;
• The following items in Losses and other expenses, net: 

Net change in unrealized gains and/or losses on unsettled futures contracts, 
Special legal contingency charges, 
Asbestos-related litigation, 
Environmental liabilities, and
Other items, net;

• Restructuring charges;
• Goodwill, long-lived asset, and equity method investment impairments;
• Interest expense, net; 
• Special inventory write down; and
• Other expense, net.

The assets in the Corporate and other segment primarily consist of cash, short-term investments and deferred tax assets.  Assets 
recorded in the operating segments represent those assets directly associated with those segments.  
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Total assets by segment are shown below (in millions):  

As of December 31,
2014 2013 2012

Total Assets:
Residential Heating & Cooling $ 632.3 $ 500.0 $ 457.5
Commercial Heating & Cooling 353.4 346.3 321.9
Refrigeration 551.5 572.0 585.3
Corporate and other 227.1 208.4 228.6

Assets for continuing operations 1,764.3 1,626.7 1,593.3
Discontinued operations (See Note 17) — — 98.6

Total assets $ 1,764.3 $ 1,626.7 $ 1,691.9

Total capital expenditures by segment are shown below (in millions):

For the Years Ended December 31,
2014 2013 2012

Capital Expenditures:
Residential Heating & Cooling $ 39.4 $ 34.2 $ 13.7
Commercial Heating & Cooling 14.1 11.2 8.7
Refrigeration 15.8 16.5 15.6
Corporate and other 19.1 16.4 12.2

Total capital expenditures (1) $ 88.4 $ 78.3 $ 50.2
(1) Includes amounts recorded under capital leases. There were no significant new capital leases in 2014, 2013 or 2012. 

Depreciation and amortization expenses by segment are shown below (in millions):

For the Years Ended December 31,
2014 2013 2012

Depreciation and Amortization:
Residential Heating & Cooling $ 20.7 $ 20.5 $ 19.9
Commercial Heating & Cooling 9.3 9.0 8.5
Refrigeration 16.3 15.3 13.0
Corporate and other 14.5 14.1 14.0

Total depreciation and amortization $ 60.8 $ 58.9 $ 55.4

The equity method investments are shown below (in millions):

For the Years Ended December 31,
2014 2013 2012

Income from Equity Method Investments:
Refrigeration $ 2.5 $ 2.5 $ 2.6
Corporate and other (1) 11.3 9.7 7.9

Total income from equity method investments $ 13.8 $ 12.2 $ 10.5

(1) We allocated $11.7 million, $9.6 million and $5.0 million of income from equity method investments to our Residential 
Heating & Cooling and Commercial Heating & Cooling segments in 2014, 2013 and 2012, respectively.  These allocations 
were recorded as reductions to the segments' Cost of goods sold in the Consolidated Statements of Operations.
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Geographic Information

Net sales for each major geographic area in which we operate are shown below (in millions):

For the Years Ended December 31,
2014 2013 2012

Net Sales to External Customers by Point of Shipment:
United States $ 2,576.4 $ 2,382.0 $ 2,147.2
Canada 236.3 232.3 226.7
International 554.7 584.8 575.5

Total net sales to external customers $ 3,367.4 $ 3,199.1 $ 2,949.4

         Property, plant and equipment, net for each major geographic area in which we operate, based on the domicile of our 
operations, are shown below (in millions):

As of December 31,
2014 2013 2012

Property, Plant and Equipment, net:
United States $ 243.4 $ 230.3 $ 227.9
Mexico 52.4 39.7 28.0
Canada 0.6 0.6 0.6
International 62.2 64.9 41.7

Total Property, plant and equipment, net $ 358.6 $ 335.5 $ 298.2

20. Fair Value Measurements:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date.  Fair value is based upon the transparency of inputs to the valuation of an asset or 
liability as of the measurement date and requires consideration of our creditworthiness when valuing certain liabilities.  Our 
framework for measuring fair value is based on the following three-level hierarchy for fair value measurements:

Level 1 -  Quoted prices for identical instruments in active markets at the measurement date.

Level 2 -  Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in 
markets that are not active; and model-derived valuations in which all significant inputs and significant value 
drivers are observable in active markets at the measurement date and for the anticipated term of the instrument.

Level 3 -  Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers 
are unobservable inputs that reflect the reporting entity's own assumptions about the assumptions market 
participants would use in pricing the asset or liability developed based on the best information available in the 
circumstances.

Where available, the fair values were based upon quoted prices in active markets. However, if quoted prices were not available, 
then the fair values were based upon quoted prices for similar assets or liabilities or independently sourced market parameters, 
such as credit default swap spreads, yield curves, reported trades, broker/dealer quotes, interest rates and benchmark securities. 
For assets and liabilities without observable market activity, if any, the fair values were based upon discounted cash flow 
methodologies incorporating assumptions that, in our judgment, reflect the assumptions a marketplace participant would use.  
Valuation adjustments to reflect either party's creditworthiness and ability to pay were incorporated into our valuations, where 
appropriate, as of December 31, 2014 and 2013, the measurement dates.  The methodologies used to determine the fair value of 
our financial assets and liabilities as of December 31, 2014 were the same as those used as of December 31, 2013.

Fair values are estimates and are not necessarily indicative of amounts for which we could settle such instruments currently 
nor indicative of our intent or ability to dispose of or liquidate them.  
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Assets and Liabilities Carried at Fair Value on a Recurring Basis

Derivatives

Derivatives, classified as Level 2, were primarily valued using estimated future cash flows based on observed prices from 
exchange-traded derivatives.  We also considered the counterparty's creditworthiness, or our own creditworthiness, as appropriate.  
Adjustments were recorded to reflect the risk of credit default, but they were insignificant to the overall value of the derivatives.  
Refer to Note 8 for more information related to our derivative instruments.

Marketable Equity Securities

The following table presents the fair values of an investment in marketable equity securities, related to publicly traded stock 
of a non-U.S. company, recorded in Other assets, net in the accompanying Consolidated Balance Sheets (in millions):

As of December 31,
  2014 2013
Quoted Prices in Active Markets for Identical Assets (Level 1):
Investment in marketable equity securities $ 5.3 $ 4.4

Other Fair Value Disclosures 

The carrying amounts of Cash and cash equivalents, Accounts and notes receivable, net, Accounts payable, Other current 
liabilities, and Short-term debt approximate fair value due to the short maturities of these instruments.  The carrying amount of 
our Domestic Credit Facility in Long-term debt also approximates fair value due to its variable-rate characteristics.  

The fair value of our senior unsecured notes in Long-term debt was based on the amount of future cash flows using current 
market rates for debt instruments of similar maturities and credit risk.  The following table presents the fair value for our senior 
unsecured notes in Long-term debt (in millions):

As of December 31,
2014 2013

Quoted Prices in Active Markets for Similar Instruments (Level 2):
Senior unsecured notes $ 210.6 $ 214.0

21.  Selected Quarterly Financial Information (unaudited):

The following tables provide information on Net sales, Gross profit, Net income, Earnings per share and Cash dividends 
declared per share by quarter (in millions, except per share data):

Net Sales (1) Gross Profit (1) Net Income (Loss) (1)

2014 2013 2014 2013 2014 2013
First Quarter $ 695.4 $ 668.4 $ 168.1 $ 162.0 $ 19.9 $ 8.0
Second Quarter 960.7 913.1 262.6 254.0 73.9 64.3
Third Quarter 898.4 868.0 247.1 237.4 67.4 64.3
Fourth Quarter 812.8 749.5 225.4 207.7 44.6 35.2

Basic Earnings (Loss) 
per Share (2)

Diluted Earnings (Loss) 
per Share (2)

Cash Dividends per
Common Share

2014 2013 2014 2013 2014 2013
First Quarter $ 0.41 $ 0.16 $ 0.40 $ 0.16 $ 0.24 $ 0.20
Second Quarter 1.51 1.28 1.49 1.26 0.30 0.24
Third Quarter 1.40 1.29 1.38 1.27 0.30 0.24
Fourth Quarter 0.98 0.72 0.96 0.70 0.30 0.24

(1)  The sum of the quarterly results for each of the four quarters may not equal the full year results due to rounding.
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(2)  EPS for each quarter is computed using the weighted-average number of shares outstanding during that quarter, while 
EPS for the fiscal year is computed using the weighted-average number of shares outstanding during the year. Thus, the 
sum of the EPS for each of the four quarters may not equal the EPS for the fiscal year.

Summary of 2014 Quarterly Results

The following unusual or infrequent pre-tax items were included in the 2014 quarterly results:

1st Quarter.  No significant unusual or infrequent items.

2nd Quarter.  No significant unusual or infrequent items.

3rd Quarter.  We recorded restructuring charges of $1 million for a new project to realign resources and enhance distribution 
capabilities.  Refer to Note 16 for more information related to our restructuring activities. 

4th Quarter.  We recorded restructuring charges of $0.6 million for our project to realign resources and enhance distribution 
capabilities.

Summary of 2013 Quarterly Results

The following unusual or infrequent pre-tax items were included in the 2013 quarterly results:

1st Quarter.  On March 22, 2013, we sold our Service Experts business to a majority-owned entity of American Capital, Ltd. 
in an all-cash transaction for net proceeds of $10.4 million, excluding transaction costs.  We recorded a 1.4 million gain on the 
sale of the business for the year ended December 31, 2013.  Refer to Note 17 for more information.

2nd Quarter.  We recorded restructuring charges of $2.4 million primarily related to the completion of the transition activities 
with our North American Parts Center in Des Moines, Iowa.  Refer to Note 16 for more information related to our restructuring 
activities.

3rd Quarter.  We recorded legal contingency charges of $0.8 million associated with ongoing patent litigation.  Refer to Note 
10 for more information on our legal contingencies.

4th Quarter.  We recorded expenses of $6.3 million for asbestos-related litigation.  Refer to Note 10 for more information.  We 
also recorded restructuring charges of $1.8 million primarily related to anticipated severance charges associated with a relocation 
of certain Residential Heating & Cooling manufacturing operations to lower cost facilities.

22. Losses and Other Expenses, net:

Losses and other expenses, net in our Consolidated Statements of Operations were as follows (in millions):

For the Years Ended December 31,
2014 2013 2012

Realized losses on settled futures contracts $ 0.8 $ 1.0 $ 1.5
Foreign currency exchange losses 1.6 0.5 0.8
Losses (gains) on disposal of fixed assets (0.3) (1.0) 0.4
Net change in unrealized losses (gains) on unsettled futures contracts 0.6 0.4 (2.2)
Asbestos-related litigation 0.9 6.3 —
Acquisition expenses — 0.2 0.1
Special legal contingency charges 0.9 1.2 1.2
Environmental liabilities 2.0 — —
Other items, net 0.3 0.7 0.7

Losses and other expenses, net $ 6.8 $ 9.3 $ 2.5
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23. Supplemental Information:

Below is information about expenses included in our Consolidated Statements of Operations (in millions):

For the Years Ended December 31,
2014 2013 2012

Research and development (1) $ 60.7 $ 53.7 $ 50.7
Advertising, promotions and marketing (2) 41.9 45.2 59.4
Cooperative advertising expenditures (3) 13.1 10.9 9.5
Rent expense (4) 50.5 53.5 67.8

(1) Includes research and development costs related to discontinued operations of $1.2 million for the year ended December 
31, 2012.  No research and development costs related to discontinued operations were recorded for the years ended 
December 31, 2014 and 2013 .

(2) Includes advertising, promotions and marketing costs related to discontinued operations of $4.1 million and $20.1 million 
for the years ended December 31, 2013 and 2012, respectively.  No advertising costs related to discontinued operations 
were recorded for the year ended December 31, 2014.  Cooperative advertising expenditures were not included in these 
amounts.

(3) Cooperative advertising expenditures were included in Selling, general and administrative expenses in the Consolidated 
Statements of Operations.

(4) Includes rent expense related to discontinued operations of $4.5 million and $20.1 million for the years ended December 
31, 2013 and 2012, respectively.  No rent costs related to discontinued operations were recorded for the year ended 
December 31, 2014.

Interest Expense, net

The components of Interest expense, net in our Consolidated Statements of Operations were as follows (in millions):

For the Years Ended December 31,
2014 2013 2012

Interest expense, net of capitalized interest $ 18.9 $ 16.5 $ 18.9
Interest income 1.7 2.0 1.8

Interest expense, net $ 17.2 $ 14.5 $ 17.1

24. Condensed Consolidating Financial Statements:

The Company’s senior unsecured notes are unconditionally guaranteed by certain of the Company’s subsidiaries (the “Guarantor
 Subsidiaries”) and are not secured by our other subsidiaries (the “Non-Guarantor Subsidiaries”). The Guarantor Subsidiaries are 
100% owned, all guarantees are full and unconditional, and all guarantees are joint and several. As a result of the guarantee 
arrangements, we are required to present condensed consolidating financial statements.  

On March 22, 2013, the Company sold its Service Experts business to a majority-owned entity of American Capital, Ltd.  The 
primary subsidiary for the U.S. Service Experts business had previously been included as a "Guarantor Subsidiary" and the Canada 
Service Experts subsidiary had previously been included as a "Non-Guarantor Subsidiary."  As of December 31, 2014, the U.S. 
and Canada Service Experts businesses were included in discontinued operations of the condensed consolidating financial 
statements.

The condensed consolidating financial statements reflect the investments in subsidiaries of the Company using the equity 
method of accounting.  The principal elimination entries eliminate investments in subsidiaries and intercompany balances and 
transactions.

Condensed consolidating financial statements of the Company, its Guarantor Subsidiaries and Non-Guarantor Subsidiaries as 
of December 31, 2014 and December 31, 2013 and for the years ended December 31, 2014, 2013 and 2012 are shown on the 
following pages.
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Condensed Consolidating Balance Sheets
As of December 31, 2014

(In millions)

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

ASSETS
Current Assets:

Cash and cash equivalents $ 1.0 $ 11.5 $ 25.0 $ — $ 37.5
Accounts and notes receivable, net — 12.3 409.1 — 421.4
Inventories, net — 350.6 119.7 (7.0) 463.3
Deferred income taxes, net 2.8 27.3 7.4 (5.0) 32.5
Other assets 3.6 45.7 67.2 (57.2) 59.3

Total current assets 7.4 447.4 628.4 (69.2) 1,014.0
Property, plant and equipment, net — 269.0 89.6 — 358.6
Goodwill — 140.4 69.0 — 209.4
Investment in subsidiaries 978.1 263.5 (0.6) (1,241.0) —
Deferred income taxes 0.5 90.8 15.8 (9.6) 97.5
Other assets, net 5.2 61.0 20.1 (1.5) 84.8
Intercompany receivables (payables), net (280.4) 302.4 (22.0) — —
Total assets $ 710.8 $ 1,574.5 $ 800.3 $ (1,321.3) $ 1,764.3

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Short-term debt $ — $ — $ 226.6 $ — $ 226.6
Current maturities of long-term debt 22.5 1.2 0.3 — 24.0
Accounts payable 13.4 237.8 73.1 — 324.3
Accrued expenses 9.0 175.5 54.5 — 239.0
Income taxes payable (3.7) 34.7 47.5 (65.1) 13.4

Total current liabilities 41.2 449.2 402.0 (65.1) 827.3
Long-term debt 659.5 15.3 0.2 — 675.0
Post-retirement benefits, other than pensions — 4.5 — — 4.5
Pensions — 117.6 12.3 — 129.9
Other liabilities 1.1 118.7 11.7 (12.9) 118.6

Total liabilities 701.8 705.3 426.2 (78.0) 1,755.3
Commitments and contingencies

Total stockholders' equity 9.0 869.2 374.1 (1,243.3) 9.0
Total liabilities and stockholders' equity $ 710.8 $ 1,574.5 $ 800.3 $ (1,321.3) $ 1,764.3
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Condensed Consolidating Balance Sheets
As of December 31, 2013

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

ASSETS
Current Assets:

Cash and cash equivalents $ 1.1 $ 10.5 $ 26.4 $ — $ 38.0
Accounts and notes receivable, net — 12.8 395.3 — 408.1
Inventories, net — 253.6 128.4 (3.2) 378.8
Deferred income taxes, net 0.9 21.2 5.7 (3.3) 24.5
Other assets 3.4 38.4 70.2 (59.0) 53.0

Total current assets 5.4 336.5 626.0 (65.5) 902.4
Property, plant and equipment, net — 246.4 89.1 — 335.5
Goodwill — 140.4 76.4 — 216.8
Investment in subsidiaries 1,138.8 337.5 (0.6) (1,475.7) —
Deferred income taxes — 76.9 20.2 (8.6) 88.5
Other assets, net 4.2 64.3 16.4 (1.4) 83.5
Intercompany receivables (payables), net (460.6) 434.0 26.6 — —
Total assets $ 687.8 $ 1,636.0 $ 854.1 $ (1,551.2) $ 1,626.7

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Short-term debt $ — $ — $ 165.9 $ — $ 165.9
Current maturities of long-term debt — 1.0 0.3 — 1.3
Accounts payable 11.8 187.8 83.5 — 283.1
Accrued expenses 3.3 168.4 60.4 — 232.1
Income taxes payable (30.3) 75.7 49.9 (63.7) 31.6

Total current liabilities (15.2) 432.9 360.0 (63.7) 714.0
Long-term debt 217.0 15.8 0.4 — 233.2
Post-retirement benefits, other than pensions — 4.6 — — 4.6
Pensions — 58.4 11.6 — 70.0
Other liabilities 0.3 119.4 11.3 (11.8) 119.2

Total liabilities 202.1 631.1 383.3 (75.5) 1,141.0
Commitments and contingencies

Total stockholders' equity 485.7 1,004.9 470.8 (1,475.7) 485.7
Total liabilities and stockholders' equity $ 687.8 $ 1,636.0 $ 854.1 $ (1,551.2) $ 1,626.7
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Condensed Consolidating Statements of Operations and Comprehensive Income
For the Year Ended December 31, 2014

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Net Sales $ — $ 2,775.7 $ 818.0 $ (226.3) $ 3,367.4
Cost of goods sold — 2,057.8 628.3 (222.0) 2,464.1

Gross profit — 717.9 189.7 (4.3) 903.3
Operating expenses:

Selling, general and administrative expenses — 454.5 119.2 — 573.7
Losses and other expenses, net — 3.2 3.6 — 6.8
Restructuring charges — 0.4 1.5 — 1.9
Income from equity method investments (216.4) (25.4) (11.3) 239.3 (13.8)

Operational income from continuing operations 216.4 285.2 76.7 (243.6) 334.7
Interest expense, net 16.0 (3.0) 4.2 — 17.2
Other expense, net — — (0.1) — (0.1)

Income from continuing operations before
income taxes 200.4 288.2 72.6 (243.6) 317.6

Provision for income taxes (5.6) 91.7 24.9 (1.5) 109.5
Income from continuing operations 206.0 196.5 47.7 (242.1) 208.1

Loss from discontinued operations — — (2.3) — (2.3)
Net income $ 206.0 $ 196.5 $ 45.4 $ (242.1) $ 205.8
Other comprehensive loss $ (4.1) $ (51.2) $ (34.8) $ (2.3) $ (92.4)
Comprehensive Income $ 201.9 $ 145.3 $ 10.6 $ (244.4) $ 113.4
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Condensed Consolidating Statements of Operations and Comprehensive Income
For the Year Ended December 31, 2013

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Net sales $ — $ 2,557.9 $ 837.0 $ (195.8) $ 3,199.1
Cost of goods sold — 1,900.9 632.8 (195.8) 2,337.9

Gross profit — 657.0 204.2 — 861.2
Operating expenses:

Selling, general and administrative expenses — 437.1 133.0 — 570.1
Losses and other expenses, net 1.1 7.9 0.3 — 9.3
Restructuring charges — 2.9 2.1 — 5.0
Income from equity method investments (181.7) (26.4) (9.7) 205.6 (12.2)

Operational income from continuing operations 180.6 235.5 78.5 (205.6) 289.0
Interest expense, net 14.0 (2.1) 2.6 — 14.5
Other expense, net — — 0.2 — 0.2

Income from continuing operations before
income taxes 166.6 237.6 75.7 (205.6) 274.3

Provision for income taxes (5.2) 73.7 25.9 — 94.4
Income from continuing operations 171.8 163.9 49.8 (205.6) 179.9

Loss from discontinued operations — — (8.1) — (8.1)
Net income $ 171.8 $ 163.9 $ 41.7 $ (205.6) $ 171.8
Other comprehensive loss $ (38.8) $ 36.3 $ (6.1) $ (30.2) $ (38.8)
Comprehensive income $ 133.0 $ 200.2 $ 35.6 $ (235.8) $ 133.0
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Condensed Consolidating Statements of Operations and Comprehensive Income
For the Year Ended December 31, 2012

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Net Sales $ — $ 2,327.7 $ 824.0 $ (202.3) $ 2,949.4
Cost of goods sold 0.2 1,799.6 629.2 (201.9) 2,227.1

Gross profit (0.2) 528.1 194.8 (0.4) 722.3
Operating expenses:

Selling, general and administrative expenses — 374.3 132.7 — 507.0
Losses and other expenses, net (1.7) 1.1 3.2 (0.1) 2.5
Restructuring charges — 2.8 1.4 — 4.2
Income from equity method investments (116.3) (17.0) (7.8) 130.6 (10.5)

Operational income from continuing operations 117.8 166.9 65.3 (130.9) 219.1
Interest expense, net 16.6 (2.4) 2.9 — 17.1
Other expense, net — — 0.3 — 0.3

Income from continuing operations before
income taxes 101.2 169.3 62.1 (130.9) 201.7

Provision for income taxes (4.9) 50.5 21.2 (0.1) 66.7
Income from continuing operations 106.1 118.8 40.9 (130.8) 135.0

Loss from discontinued operations — (18.5) (26.5) — (45.0)
Net income $ 106.1 $ 100.3 $ 14.4 $ (130.8) $ 90.0
Other comprehensive income $ 6.7 $ (2.8) $ 5.2 $ 5.7 $ 14.8
Comprehensive Income $ 112.8 $ 97.5 $ 19.6 $ (125.1) $ 104.8
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Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2014

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Cash flows from operating activities: $ 328.8 $ (97.2) $ (46.8) $ — $ 184.8
Cash flows from investing activities:

Proceeds from the disposal of property, plant and
equipment — 1.0 0.1 — 1.1
Purchases of property, plant and equipment — (70.5) (17.9) — (88.4)

Net cash used in investing activities — (69.5) (17.8) — (87.3)
Cash flows from financing activities:

Short-term borrowings, net — — 1.5 — 1.5
Asset securitization borrowings — — 100.0 — 100.0
Asset securitization payments — — (40.0) — (40.0)
Term loan borrowings from credit facility 300.0 — — — 300.0
Long-term debt payments — (1.9) (0.4) — (2.3)
Borrowings from credit facility 2,073.5 — — — 2,073.5
Payments on credit facility (1,908.5) — — — (1,908.5)
Payments of deferred financing costs (2.2) — — — (2.2)
Proceeds from employee stock purchases 2.0 — — — 2.0
Repurchases of common stock (550.3) — — — (550.3)
Repurchases of common stock to satisfy employee
withholding tax obligations (22.4) — — — (22.4)
Excess tax benefits related to share-based payments 11.8 — — — 11.8
Intercompany debt (0.1) 4.7 (4.6) — —
Intercompany financing activity (180.1) 164.9 15.2 — —
Cash dividends paid (52.6) — — — (52.6)

Net cash provided by (used in) financing activities (328.9) 167.7 71.7 — (89.5)
Increase (decrease) in cash and cash equivalents (0.1) 1.0 7.1 — 8.0
Effect of exchange rates on cash and cash equivalents — — (8.5) — (8.5)
Cash and cash equivalents, beginning of year 1.1 10.5 26.4 — 38.0
Cash and cash equivalents, end of year $ 1.0 $ 11.5 $ 25.0 $ — $ 37.5
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Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2013

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Cash flows from operating activities: $ (30.4) $ 328.4 $ (87.7) $ — $ 210.3
Cash flows from investing activities:

Proceeds from the disposal of property, plant and
equipment — 2.4 — — 2.4
Purchases of property, plant and equipment — (55.8) (22.5) — (78.3)
Net Proceeds from sale of business 5.3 — 3.3 — 8.6

Net cash used in investing activities 5.3 (53.4) (19.2) — (67.3)
Cash flows from financing activities:

Short-term borrowings, net — — 2.0 — 2.0
Asset securitization borrowings — — 330.0 — 330.0
Asset securitization payments — — (200.0) — (200.0)
Long-term debt payments — (0.7) (0.3) — (1.0)
Borrowings from revolving credit facility 1,425.5 — — — 1,425.5
Payments on revolving credit facility (1,543.5) — — — (1,543.5)
Proceeds from employee stock purchases 1.8 — — — 1.8
Additional investment in subsidiary — — (0.5) — (0.5)
Repurchases of common stock (125.0) — — — (125.0)
Repurchases of common stock to satisfy employee
withholding tax obligations (12.0) — — — (12.0)
Excess tax benefits related to share-based payments 6.5 — — — 6.5
Intercompany debt (26.8) 12.3 14.5 — —
Intercompany financing activity 332.7 (289.5) (43.2) — —
Cash dividends paid (34.0) — — — (34.0)

Net cash provided by (used in) financing activities 25.2 (277.9) 102.5 — (150.2)
Decrease in cash and cash equivalents 0.1 (2.9) (4.4) — (7.2)
Effect of exchange rates on cash and cash equivalents — — (6.6) — (6.6)
Cash and cash equivalents, beginning of year 1.0 13.4 37.4 — 51.8
Cash and cash equivalents, end of year $ 1.1 $ 10.5 $ 26.4 $ — $ 38.0
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Condensed Consolidating Statements of Cash Flows
For the Year Ended December 31, 2012

(In millions)
 

Parent
Guarantor

Subsidiaries

Non-
Guarantor

Subsidiaries Eliminations Consolidated

Cash flows from operating activities: $ 20.7 $ 207.3 $ (6.6) $ — $ 221.4
Cash flows from investing activities:

Proceeds from the disposal of property, plant and
equipment — 0.1 — — 0.1
Purchases of property, plant and equipment — (37.7) (12.5) — (50.2)
Net proceeds from sale of business — 10.1 — — 10.1
Net cash used in discontinued operations — (0.5) 0.1 — (0.4)

Net cash used in investing activities — (28.0) (12.4) — (40.4)
Cash flows from financing activities:

Short-term borrowings, net — — 0.2 — 0.2
Asset securitization borrowings — — 645.0 — 645.0
Asset securitization payments — — (615.0) — (615.0)
Long-term debt payments — (0.7) (0.4) — (1.1)
Borrowings from revolving credit facility 967.0 — — — 967.0
Payments on revolving credit facility (1,075.0) — — — (1,075.0)
Proceeds from stock option exercises 0.8 — — — 0.8
Repurchases of common stock (50.1) — — — (50.1)
Repurchases of common stock to satisfy employee
withholding tax obligations (7.8) — — — (7.8)
Excess tax benefits related to share-based payments 3.5 — — — 3.5
Intercompany debt 2.4 (4.0) 1.6 — —
Intercompany financing activity 186.1 (170.9) (15.2) — —
Cash dividends paid (47.6) — — — (47.6)

Net cash provided by (used in) financing activities (20.7) (175.6) 16.2 — (180.1)
Increase (decrease) in cash and cash equivalents — 3.7 (2.8) — 0.9
Effect of exchange rates on cash and cash equivalents — — 5.9 — 5.9
Cash and cash equivalents, beginning of year 1.0 9.7 34.3 — 45.0
Cash and cash equivalents, end of year $ 1.0 $ 13.4 $ 37.4 $ — $ 51.8
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Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A.  Controls and Procedures 

Disclosure Controls and Procedures

     As required by Rule 13a-15 under the Exchange Act, we carried out an evaluation, under the supervision and with the participation 
of our current management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure 
controls and procedures as of the end of the period covered by this report.  There are inherent limitations to the effectiveness of 
any system of disclosure controls and procedures, including the possibility of human error and circumvention or overriding of the 
controls and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance 
of achieving their control objectives. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have 
concluded that, as of December 31, 2014, our disclosure controls and procedures were effective to provide reasonable assurance 
that information required to be disclosed by us in the reports we file or submit under the Exchange Act is recorded, processed, 
summarized and reported, within the time periods specified in the applicable rules and forms, and that such information is 
accumulated and communicated to management, including our Chief Executive Officer and Chief Financial Officer, to allow 
timely decisions regarding required disclosure.

Management's Annual Report on Internal Control Over Financial Reporting 

See “Management's Report on Internal Control Over Financial Reporting” included in Item 8 “Financial Statements and 
Supplementary Data.”  

Attestation Report of the Independent Registered Public Accounting Firm 

See “Report of Independent Registered Public Accounting Firm” included in Item 8 “Financial Statements and Supplementary 
Data.”  

Changes in Internal Control Over Financial Reporting 

There were no changes during the fourth quarter ended December 31, 2014 in our internal control over financial reporting that 
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 9B.  Other Information

None.

PART III

Item 10.  Directors, Executive Officers and Corporate Governance

The information in the sections of our 2015 Proxy Statement captioned "Proposal 1: Election of Directors," "Section 16(a) 
Beneficial Ownership Reporting Compliance," and "Corporate Governance" is incorporated in this Item 10 by reference.  Part I, 
Item 1 "Business - Executive Officers of the Company" of this Annual Report on Form 10-K identifies our executive officers and 
is incorporated in this Item 10 by reference.

Item 11.  Executive Compensation

The sections of our 2015 Proxy Statement captioned "Executive Compensation," "Director Compensation," "Corporate 
Governance - Compensation and Human Resource Committee" and "Certain Relationships and Related Party Transactions - 
Compensation Committee Interlocks and Insider Participation" are incorporated in this Item 11 by reference.

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The sections of our 2015 Proxy Statement captioned "Equity Compensation Plan Information" and "Ownership of Common 
Stock" are incorporated in this Item 12 by reference.  Also, refer to Note 14 in the Notes to the Consolidated Financial Statements 
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for additional information about our equity compensation plans.

Item 13.  Certain Relationships and Related Transactions and Director Independence

The sections of our 2015 Proxy Statement captioned "Corporate Governance - Director Independence and - Board Committees" 
and "Certain Relationships and Related Party Transactions" are incorporated in this Item 13 by reference.

Item 14.  Principal Accounting Fees and Services

The section of our 2015 Proxy Statement captioned "Proposal 2:  Ratification of the Appointment of Independent Registered 
Public Accounting Firm" is incorporated in this Item 14 by reference.

PART IV

Item 15.  Exhibits and Financial Statement Schedules

Financial Statements

The following financial statements are included in Part II, Item 8 of the Annual Report on Form 10-K:
• Report of Independent Registered Public Accounting Firm
• Consolidated Balance Sheets as of December 31, 2014 and 2013
• Consolidated Statements of Operations for the Years Ended December 31, 2014, 2013 and 2012
• Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2014, 2013  and 2012
• Consolidated Statements of Stockholders' Equity for the Years Ended December 31, 2014, 2013 and 2012
• Consolidated Statements of Cash Flows for the Years Ended December 31, 2014, 2013 and 2012
• Notes to the Consolidated Financial Statements for the Years Ended December 31, 2014, 2013 and 2012

Financial Statement Schedules

The financial statement schedule included in this Annual Report on Form 10-K is Schedule II - Valuation and Qualifying 
Accounts and Reserves for the Years Ended December 31, 2014, 2013 and 2012 (see Schedule II immediately following the 
signature page of this Annual Report on Form 10-K).

Financial statement schedules not included in this Annual Report on Form 10-K have been omitted because they are not 
applicable or the required information is shown in the Consolidated Financial Statements or Notes thereto.

Exhibits

A list of the exhibits required to be filed or furnished as part of this Annual Report on Form 10-K is set forth in the Index to 
Exhibits, which immediately precedes such exhibits, and is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

LENNOX INTERNATIONAL INC. 

By:  /s/ Todd M. Bluedorn                        
          Todd M. Bluedorn
   February 17, 2015        Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant in the capacities and on the dates indicated.

          SIGNATURE                          TITLE DATE

/s/ TODD M. BLUEDORN Chief Executive Officer and Chairman of the Board of Directors February 17, 2015
Todd M. Bluedorn (Principal Executive Officer)

/s/ JOSEPH W. REITMEIER Executive Vice President and Chief Financial Officer February 17, 2015
Joseph W. Reitmeier (Principal Financial Officer)

/s/ ROY A. RUMBOUGH Vice President, Controller and Chief Accounting Officer February 17, 2015
Roy A. Rumbough (Principal Accounting Officer)

/s/ RICHARD L. THOMPSON Lead Director February 17, 2015
Richard L. Thompson

/s/ JANET K. COOPER Director February 17, 2015
Janet K. Cooper

/s/ C.L. (JERRY) HENRY Director February 17, 2015
C.L. (Jerry) Henry

/s/ JOHN E. MAJOR Director February 17, 2015
John E. Major

/s/ JOHN W. NORRIS, III Director February 17, 2015
John W. Norris, III

/s/ KAREN H. QUINTOS Director February 17, 2015
Karen. H. Quintos

/s/ PAUL W. SCHMIDT Director February 17, 2015
Paul W. Schmidt

/s/ TERRY D. STINSON Director February 17, 2015
Terry D. Stinson

/s/ GREGORY T. SWIENTON Director February 17, 2015
Gregory T. Swienton

/s/ TODD J. TESKE Director February 17, 2015
Todd J. Teske
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LENNOX INTERNATIONAL INC.

SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

For the Years Ended December 31, 2014, 2013 and 2012

(In millions)

Balance at
beginning

of year

Additions
charged to
cost and
expenses Write-offs Recoveries Other

Balance at
end of year

2012:
Allowance for doubtful accounts $ 11.3 $ 3.9 $ (6.8) $ 1.8 $ (0.7) $ 9.5

2013:
Allowance for doubtful accounts $ 9.5 $ 3.6 $ (4.6) $ 1.6 $ (0.3) $ 9.8

2014:
Allowance for doubtful accounts $ 9.8 $ 2.6 $ (4.6) $ 1.1 $ (1.0) $ 7.9
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INDEX TO EXHIBITS

3.1 Restated Certificate of Incorporation of Lennox International Inc. (“LII”) (filed as Exhibit 3.1 to LII’s Registration
Statement on Form S-1 (Registration Statement No. 333-75725) filed on April 6, 1999 and incorporated herein by
reference).

3.2 Amended and Restated Bylaws of LII (filed as Exhibit 3.1 to LII’s Current Report on Form 8-K filed on December
16, 2013 and incorporated herein by reference).

4.1 Specimen Stock Certificate for the Common Stock, par value $.01 per share, of LII (filed as Exhibit 4.1 to LII’s
Amendment to Registration Statement on Form S-1/A (Registration No. 333-75725) filed on June 16, 1999 and
incorporated herein by reference).

4.2 Indenture, dated as of May 3, 2010, between LII and U.S. Bank National Association, as trustee (filed as Exhibit 4.3
to LII’s Post-Effective Amendment No. 1 to Registration Statement on S-3 (Registration No. 333-155796) filed on
May 3, 2010, and incorporated herein by reference).

4.3 Form of First Supplemental Indenture among LII, the guarantors party thereto and U.S. Bank National Association,
as trustee (filed as Exhibit 4.11 to LII’s Post-Effective Amendment No. 1 to Registration Statement on S-3
(Registration No. 333-155796) filed on May 3, 2010, and incorporated herein by reference).

4.4 Second Supplemental Indenture dated as of March 28, 2011, among Heatcraft Inc., a Mississippi corporation,
Heatcraft Refrigeration Products LLC, a Delaware limited liability company and Advanced Distributor Products
LLC, a Delaware limited liability company (the “Guarantors”), LII, and each other then existing Guarantor under
the Indenture dated as of May 3, 2010, and U.S. Bank National Association as Trustee (filed as Exhibit 4.4 to LII’s
Quarterly Report on Form 10-Q filed on April 26, 2011, and incorporated herein by reference).

4.5 Fourth Supplemental Indenture, dated as of December 10, 2013 among Lennox National Account Services LLC,
LGL Australia (US) Inc., Lennox International Inc., each other existing Guarantor under the Indenture, dated as of
May 3, 2010, as subsequently supplemented, and U.S. Bank National Association (filed as Exhibit 4.5 to LII's
Current Report on Form 10-K filed on February 13, 2014 and incorporated herein by reference).

4.6 Form of 4.900% Note due 2017 (filed as Exhibit 4.3 to LII’s Current Report on Form 8-K filed on May 6, 2010 and
incorporated herein by reference).

10.1 Amendment No. 2 to Amended and Restated Receivables Purchase Agreement, effective as of November 15, 2013,
among LPAC Corp., as the Seller, Lennox Industries Inc., as the Master Servicer, Victory Receivables Corporation,
as a Purchaser, The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch, as Administrative Agent, a Liquidity
Bank, and the BTMU Purchaser Agent, and PNC Bank, National Association as a Liquidity Bank and the PNC
Purchaser Agent (filed as Exhibit 10.1 to LII's Current Report on Form 8-K filed on November 19, 2013 and
incorporated herein by reference).

10.2 Omnibus Amendment No. 3 to the Amended and Restated Receivables Purchase agreement, effective as of
November 21, 2014 among LPAC Corp., as the Seller, Lennox Industries Inc., as the Master Servicer, Victory
Receivables Corporation, as a Purchaser, The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch, as
Administrative Agent, a Liquidity Bank, and the BTMU Purchaser Agent, and PNC Bank, National Association, as
a Liquidity Bank and the PNC Purchaser Agent (filed as Exhibit 10.1 to LII's Current Report on Form 8-K filed on
November 21, 2014 and incorporated herein by reference).

10.3 Amendment to the Amended and Restated Receivables Purchase Agreement, effective as of December 15, 2014,
among LPAC Corp., as the Seller, Lennox Industries Inc., as the Master Servicer, with Victory Receivables
Corporation, as Purchaser, The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch, as Administrative Agent, a
Liquidity Bank and the BTMU purchaser agent, and PNC Bank, National Association, as a Liquidity Bank and the
PNC purchaser agent  (filed as Exhibit 10.1 to LII's Current Report on Form 8-K filed on December 15, 2014 and
incorporated herein by reference).

10.4 Fifth Amended and Restated Credit Facility Agreement dated as of November 13, 2014, among Lennox
International Inc., a Delaware corporation, the Lenders party thereto, and JPMorgan Chase Bank, National
Association, as Administrative Agent (filed as Exhibit 10.2 to LII's Current Report on Form 8-K filed on November
13, 2014 and incorporated herein by reference).

10.5 Fixed Dollar Accelerated Share Repurchase Transaction between J.P. Morgan Securities LLC, as agent for 
JPMorgan Chase Bank, National Association, London Branch, and Lennox International Inc. as of October 22, 
2014 (filed herein).

10.6 Fixed Dollar Accelerated Share Repurchase Transaction between Morgan Stanley & Co. LLC and Lennox 
International Inc. (“Issuer”) as of October 22, 2014 (filed herein).
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10.7 Subsidiary Joinder Agreement dated as of December 10, 2013 signed by Lennox National Account Services LLC
and LGL Australia (US) Inc. for the benefit of JPMorgan Chase Bank, National Association and the lenders under
the Fourth Amended and Restated Revolving Credit Facility Agreement dated as of October 21, 2011 (filed as
Exhibit 10.3 to LII's Current Report on Form 10-K filed on February 13, 2014 and incorporated herein by
reference).

10.8 Amended and Restated Lease Agreement, dated as of March 22, 2013, by and between BTMU Capital Leasing &
Finance, Inc., as lessor, and Lennox International Inc., as lessee (filed as Exhibit 10.1 to LII's Current Report on
Form 8-K filed on March 25, 2013 and incorporated herein by reference).

10.9 Amended and Restated Participation Agreement, dated as of March 22, 2013, by and among Lennox International
Inc., as lessee and BTMU Capital Leasing & Finance, Inc., as lessor (filed as Exhibit 10.2 to LII's Current Report
on Form 8-K filed on March 25, 2013 and incorporated herein by reference).

10.10 Amended and Restated Memorandum of Lease, Deed of Trust, Assignment of Leases and Rents, Security
Agreement and Fixture Filing, dated as of March 22, 2013, by and among Lennox International Inc., BTMU Capital
Leasing and Finance, Inc. and David Parnell, as Deed of Trust Trustee, for the benefit of BTMU Capital Leasing &
Finance, Inc. (filed as Exhibit 10.3 to LII's Current Report on Form 8-K filed on March 25, 2013 and incorporated
herein by reference).

10.11 Mutual Release executed March 13, 2013 among JPMorgan Chase Bank, National Association, Service Experts
LLC and Service Experts Heating & Air Conditioning LLC (filed as Exhibit 10.3 to LII's Current Report on Form
10-K filed on February 13, 2014 and incorporated herein by reference).

10.12* Lennox International Inc. 2010 Incentive Plan, as amended and restated (filed as Exhibit 10.1 to LII's Current
Report on Form 8-K filed on May 19, 2010 and incorporated herein by reference).

10.13* Form of Long-Term Incentive Award Agreement for U.S. Employees - Vice President and Above (for use under the
2010 Incentive Plan) (filed herewith).

10.14* Form of Restricted Stock Unit Award Agreement for Non-Employee Directors (for use under the 2010 Incentive
Plan) (filed as Exhibit 10.9 to LII's Annual Report on Form 10-K filed on February 15, 2013 as incorporated herein
by reference).

10.15* Amendment of Long-Term Incentive Award Agreements for U.S. Employees -Vice President and Above and U.S.
Employees- Directors (filed as Exhibit 10.11 to LII's Current Report on Form 10-K filed on February 13, 2014 and
incorporated herein by reference).

10.16* Amended and Restated 1998 Incentive Plan of Lennox International Inc. (filed as Exhibit 10.1 to LII's Quarterly
Report on Form 10-Q for the quarter ended March 31, 2005 and incorporated herein by reference).

10.17* Form of 2009 Long-Term Incentive Award Agreement for U.S. Employees of LII under the 1998 Incentive Plan of
LII (filed as Exhibit 10.4 to LII's Current Report on Form 8-K filed on December 17, 2008 and incorporated herein
by reference).

10.18* Form of 2009 Long-Term Incentive Award Agreement Non-Employee Director under the 1998 Incentive Plan of
LII (filed as Exhibit 10.9 to LII's Annual Report on Form 10-K for the year ended December 31, 2008 and
incorporated by reference).

10.19* Lennox International Inc. Profit Sharing Restoration Plan, as amended and restated effective January 1, 2009  (filed
as Exhibit 10.3 to LII's Current Report on Form 8-K filed on December 17, 2008 and incorporated herein by
reference).

10.20* Lennox International Inc. Supplemental Retirement Plan, as amended and restated effective January 1, 2009 (filed
as Exhibit 10.2 to LII's Current Report on Form 8-K filed on December 17, 2008 and incorporated herein by
reference).

10.21* Form of Indemnification Agreement entered into between LII and certain executive officers and directors of LII
(filed as Exhibit 10.15 to LII's Registration Statement on Form S-1 (Registration No. 333-75725) filed on April 6,
1999 and incorporated herein by reference).

10.22* Form of Employment Agreement entered into between LII and certain executive officers of LII (filed as Exhibit
10.30 to LII's Annual Report on Form 10-K for the year ended December 31, 2006 and incorporated herein by
reference).

10.23* Form of Amendment to Employment Agreement entered into between LII and certain executive officers of LII
(filed as Exhibit 10.2 to LII's Current Report on Form 8-K filed on December 12, 2007 and incorporated herein by
reference).

10.24* Form of Change of Control Employment Agreement entered into between LII and certain executive officers of LII
(filed as Exhibit 10.1 to LII's Current Report on Form 8-K filed on July 11, 2012 and incorporated herein by
reference).

10.25* Lennox International Inc. Directors' Retirement Plan (as Amended and Restated as of January 1, 2010) (filed as
Exhibit 10.1 to LII's Current Report on Form 8-K filed on December 16, 2009 and incorporated herein by
reference).
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10.26* Form of Change of Control Employment Agreement entered into between LII and certain executive officers of LII
(filed as Exhibit 10.1 to LII's Current Report on Form 8-K filed on December 17, 2008 and incorporated herein by
reference).

21.1 Subsidiaries of LII (filed herewith).
23.1 Consent of KPMG LLP (filed herewith).
31.1 Certification of the principal executive officer (filed herewith).
31.2 Certification of the principal financial officer (filed herewith).
32.1 Certification of the principal executive officer and the principal financial officer pursuant to 18 U.S.C. Section 1350

(furnished herewith).

Exhibit No. (101).INS XBRL Instance Document
Exhibit No. (101).SCH XBRL Taxonomy Extension Schema Document
Exhibit No. (101).CAL XBRL Taxonomy Extension Calculation Linkbase Document
Exhibit No. (101).LAB XBRL Taxonomy Extension Label Linkbase Document
Exhibit No. (101).PRE XBRL Taxonomy Extension Presentation Linkbase Document
Exhibit No. (101).DEF XBRL Taxonomy Extension Definition Linkbase Document

* Management contract or compensatory plan or arrangement.



CORPORATE INFORMATION
Corporate Headquarters
Lennox International Inc.
2140 Lake Park Blvd.
Richardson, Texas 75080
972-497-5000

For more information on
Lennox International, visit:
www.lennoxinternational.com

Annual Meeting
Our annual stockholders meeting
will be held on May 14, 2015. 
Any stockholder with proper
identification may attend.
The meeting will be held at:

Lennox International Inc.
Corporate Headquarters
2140 Lake Park Blvd.
Richardson, Texas 75080

Investor Inquiries
Investors and financial analysts
interested in obtaining information 
about Lennox International should 
contact:

Steve Harrison
Vice President, Investor Relations
Phone: 972-497-6670
Email: investor@lennoxintl.com

Stock Exchange
Lennox International’s trading symbol 
is LII. The common stock of LII has 
traded on the New York Stock
Exchange since July 29, 1999.

SEC Filings
A copy of Lennox International’s
Annual Report on Form 10-K for 
fiscal 2014 and other reports filed
with the Securities and Exchange
Commission are available through
our corporate website at
www.lennoxinternational.com or
will be furnished, without charge,
on written request to:

Lennox International
Investor Relations
P.O. Box 799900
Dallas, Texas 75379-9900

Transfer Agent and Registrar
Computershare is Lennox
International’s Transfer Agent.
Shareholder correspondence should
be directed to:

Lennox International
c/o Computershare
P.O. Box 43006
Providence, RI 02940-3006

LII stockholders can access their
account information via the internet at: 
www.computershare.com/investor
or by calling 1-800-797-5603.

Independent Registered
Public Accountants
KPMG LLP
Dallas, Texas

Dividend Information
In recent years, Lennox International 
has declared dividends four times a 
year. The amount and timing of
dividend payments are determined
by our board of directors.

Forward-Looking Statements
This Annual Report contains forward- 
looking statements within the meaning 
of Section 27A of the Securities Act of 
1933, as amended, and Section 21E of 
the Securities Exchange Act of 1934, 
as amended, that are based on informa-
tion currently available to management 
as well as management’s assumptions 
and beliefs. All statements, other than 
statements of historical fact, includ-
ed in this Annual Report constitute 
forward-looking statements within the 
meaning of the Private Securities 
Litigation Reform Act of 1995,
including but not limited to statements 
identified by the words “may,” “will,” 
“should,” “plan,” “predict,” “anticipate,” 
“believe,” “intend,” “estimate,” “expect,” 
and similar expressions. Such state-
ments reflect LII’s current views with 
respect to future events, based on 
what LII believes are reasonable 
assumptions; however, such statements 
are subject to certain risks and 
uncertainties. For information
concerning these risks and 
uncertainties, see LII’s publicly 
available filings with the Securities
and Exchange Commission. Should 
one or more of these risks or
uncertainties materialize, or should 
underlying assumptions prove
incorrect, actual results may differ 
materially from those in the forward- 
looking statements. LII disclaims any
intentions or obligation to update or 
review any forward-looking
statements or information, whether 
as a result of new information, future 
events or otherwise.
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