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Directors’ report

- The directors present their report and audited financial statements for the year ended 31 December 2015.

Principal activities

The principal activity of the Company is that of a sales and marketing agency in the Umted Kingdom for
commercial heating and air conditioning equipment, service, spares and maintenance.

Business review

The Company recorded a profit before taxation for the year ended 31 December 2015 of £278,727 (2014: profit of
£400,424). These are the first set of financial statements prepared under FRS 102. This change in accounting
standards has resulted in some adjustments to the profits reported in the year ended 31 December 2014. These
adjustments are explained in note 21.

There were 3 legal claims during the year from former employees regarding hearing loss and asbestos. During the
year legal costs relating to the claims amounted to £37,533.

Dividend
No dividend is proposed for either the ordinary or preference shares for the year (2014. £nil).
Directors

The directors who held office during and subsequent to the year end were as follows:

D Dibbits

H L A Martino
R A Pelini

Political and charitable contributions

The Company made no disclosable political or charitable donations or incurred any disclosable political expenditure
during the year (2014: £nil).

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director has
taken all the steps that he ought to have taken as a director to make himself aware of any re]evant audit information
and to establish that the Company’s auditor is aware of that information.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP
will therefore continue in office.

By order 'Q;Afhe board

29 September 2016

Hope Park Business Centre Phase 2
Hope Park

Bradford — West Yorkshire

BDS 8HH
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Independent auditér’s report to the members of Lennox Industiies.

WEé have aiidited the. financial statements. of Lennox Industries for, the yéar enided 31 December-2015; set
out ‘on: pages 5 o 21. The ﬁnan al reportmg framework that has been apphed in thelr preparatlon |s;
- S

As explamed hore.
vr;sponsnble for the prepara

- and International Standards on’ Aud'ltmg (UK and Ireland). Th i
h the Auditing: Practices Board’s: Ethical Standards for Audltors

Scopé of the-audit of the fi nanclal stateménts:

,,A descnptxon of the scope of an'audlt of fi nancl'al ‘stateiments; is ‘provided on the: Financial Reportmg:
' .uk/auditscopeukprivate.

.Op.l_n.mn o ﬁn..ancl,al statéments

In Gur-opinion the financial statements:

*  giveid trig and fair view of the state of the company’s affalrs 5 at'31 December 2015-and of'its profit.
for the year then’ ended

e _have been prope‘rly‘prepared-‘h a(:‘corda’n‘c‘e with UK Céﬁ‘e"fali‘y‘ 'Aéc’e'ptedEAcwu"ri'tihg Pradtice: and

o have been prepared in.accordance with the requirements; of the Cowmpanies Act 2006:

Qplnlw!‘ on otlier matter prescribed by the Companies. Act 2006’

‘Tn.oiir Opifiign thé information: given in the Dlrectors Report for:the fi nanmal year for: whlch the financial




Indépendent auditor’s report to the niembers of Leénnox. Industries:
(continued)

_Matters on which we are‘réquired to réport by exception.

We: have nothmg tofreport m Tespect: of the following matters where the Companies: Act:2006 requires us

Y _Zm agreement with the accountmg‘rééords and retuiiis; of
of diréstors” remunération specified by law are not made;_» OF;
*  we have iiot feceived 4l the information dnd’explanations we require for our audit; of*

o the directors were fiot enutled to take advantage of the small companies: exemption from the:
reqmrement 0 prepare 1 .

Charlotte. Anderson. (Semor Statutory Audltor)
for and on behalf of KPMG LLP ; Statutory Auditor

Chartered Accountarits:
Altius House:
One North Fourth Street




Profit:and loss account

for the year ended 31 December:2015

‘Turnover
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N otes

31 December 2015

(forming part of the fi nanctal statemenls)

1

UK.

These financial statements were’ prepared in accordance with Financial Reporting Standard 102 The
Fmancral Reportmg Standard appllcable in the UK and Repubhc of Ireland (“FRS 102”) as 1ssued 1n

An explanatlon of how the transition to'F RS 102 has affected ﬁnancnal posmon and ﬁnancral performance
of the Company is provrded in note 21.

exemptions avallable under FRS 102 in respect of the following disclosures:
. Reconcrhatlon of the number of shares outstanding from the beginning to end of the périod;
e Cash Flow Statement and related notes; and_

® Key Management Personnel compensation.

fmanclal statements

The accountmg policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

mformatron at the trme

The company makes estlmates and assumptlons concemmg the future The resnltmg accountmg estrmates




‘Lennox Industries
Directors’ report and financial statéments
31'December 2015

Not_es (cornitinued)

1

Accounting policies (continued)

Going concern

The accounts have been prepared ona gomg concem basis notwrthstandlng net habrlmes of £2,047,493 at

as a local sales ofﬁce and are conﬁdent that thrs w1ll conunue for at least 12 morths from the date- of
approvmg these fi nancral statements Last year the mtercompany loan has been formalised as bemg due in
2019 (note 11). Part of it was written off in the year (note 11). The directors have also recelved written
conﬁnnatlon from ‘its ultlmate parent company, Lennox International Inc., that it will contmue to provrde
any ﬁnancnal support requlred by the Company to enable it to meet its ﬁnanmal obligations arising in the
ordinary course of business for forése¢able future and for a period of not less than twelve months from the
date of approval of these f'mancral statements

Tangible fixed assets

Tangible fixed assets are shown at cost less accumulated depreciation. Depreciation is provided at rates
calculated to write off the cost, less estimated residual value, of each asset on a straight line basis over its
expected useful life as follows: '

Improvements to long leasehold property - 'shorter of length of lease and useful economic life
Equipment 2 5-10 years

Residual value is calculated on prices prevailing at the date of acquisition.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on

.demand and form an integral part of the Company’s cash management are included as a component of cash

and cash equivalents for the purpose only of the cash flow statement.

Taxation

The charge for taxatron is based on the proﬁt or loss for the year and takes into account taxation deferred
becaiise of timing differences between the treatment of certain items for taxation and accounting purposes.

Deferred tax is recognised, w1thout discounting, in respect of all tunmg differences between the treatment

of certain items for taxation and accounting purposes which have arisen but not reversed by the balance
sheet date, except as otherwise requu'ed by FRS 102. .

Post-retirement benefits

The Company operates a deﬁned contribution pension scheme and a defined benefit pension schemes.

10



Lennox Industries
Directors’ report and financial statements
31 December 2015

Notes (continued)

1

Accounting policies (continued)

Foreign currency

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction or, if hedged forward, at the rate of exchange under the related forward currency contract.
Monetary assets and liabilities denominated in foreign currencies are translated using the contracted rate or
the rate of exchange ruling at the balance sheet date and the gains or losses on translation are included in
the profit and loss account. i

Turnover

Turnover for the year represents commission earned on equipment sales generated by Lennox Industries on
behalf of Lennox BV and other related income being the reimbursement by Lennox BV for its costs
incurred.

Leases

Payments (excluding costs for services and insurance) made under operating leases are recognised in the
profit and loss account on a straight-line basis over the term of the lease unless the payments to the lessor
are structured to increase in line with expected general inflation; in which case the payments related to the
structured increases are recognised as incurred. .

Turnover

All turnover was derived from the Company’s principal activity as set out in note 1. Turnover recognised in
the year has been presented net of the reimbursement of external sales agents’ commission.

Profit on ordinary activities before taxation

2015 2014
£ £
Profit on ordinary activities before taxation is stated after charging:
Other exchange losses ’ 286 487
Auditor’s remuneration:
Audit of these financial statements 21,000 19,000
Other services relating to taxation 7,135 7,135

Remuneration of directors

All directors are remunerated by other group companies.

There are no retirement benefits accruing for any of the directors under money purchase or defined benefit
schemes. )
Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed
by category, was as follows: .
Number of employees

2015 2014

Sales and distribution 7 7

11



Notes (continued)

s Staff humbers and costs (continied)

3015
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355,700

2014

£

336,966
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“Total deferred tax = 2

Tax o1 ordiniary activities B . z

Factors affecting the tax charge for the current period

Profit on ordinary activities béfore tax 278,727 400,43

56,442 86,051

deferred and current fax (7,124) (8,722)
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» » Lennox Industries
Diréctors’ report and financial statements
31 December 2015

Notes (continued)
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10

11

Fixed assets

Equipment
2015
£ 1
Cost )
‘Balance at 1 January =
Additions ) 2,884
Balance at 31 December 2,884
Depreciation
"Balance at 1 January : =
Depreciation charge for the year 96
Balance at 31 December 96
Net book value at 31 December 2,788
Debtors
2015 2014
£ £
Amounts owed by group undertakings oz 22,674
Taxatxon and social security : 8,723 8,372
Other debtors . 700
P;_epaymem$ and accrued income 19,165 7,712
27,888 39,458
'CAreditors: amounts félling due within one year
2015 2014
| | £ £
Trade creditors 4,504 10,296
Amounts owed to group undertakings 45,050 60,175
Other creditors 7,283 7,173
Accruals-and deferred income ) . 95,_741 38,173
152,578 115,817
Creditors: amounts falling due after more than one year
2015 2014
£ £

Amounts owed fo group undertakmgs 430,977 ‘4,‘9,5_6?34"6-

Amounts owed to group undertakmgs mclude loans from LGL Holland BV, a company incorporated in
the Netherlands, of £430,977 (2014: £4, 956, 346) The loan from LGL Holland B.V. has been drawn from
an avmlable facility of 625 000 000 bears interest at Euro LIBOR: and is due for repayment on 3 April

£4,790,530 representmg mtercompany loan was written off.

14



Notes (continued)
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Deferred taxation

The elemernts of deferred taxation are as follows:

Other short term timing differences
Tax losses carried forward

Lennox Industries
Directors’ report and financial statements
31 December 2015

Unprovided
2015 2014
£ £
- 5,505
857,076 772,525
857,076 778,030

Reductions in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) and 18%
(effective from 1 April 2020) were substantively enacted on 26 October 2015. A further reduction to the UK
corporation tax rate was announced in the 2016 Budget to further reduce the tax rate to 17% (to be effective
from 1 April 2020). This will reduce the company's future current tax charge accordingly.

The directors have assessed the likelihood of the deferred tax balances reversmg in the near future. In
accordance with FRS102 they have not recognised a deferred tax asset as this is unlikely to be able to be

utilised in the near future.

Called up share capital

Allotted, called up and fully paid
14,040 ordinary shares of £1 each
300,000 redeemable non-cumulative preference shares of £1each

2015 2014

£ £
14,040 14,040
300,000 300,000
314,040 314,040

The non-cumulative preference shares are redeemable at para either wholly or in part at any time at the
option of the company. The holders of preference shares are entitled to receive 6% of profits available for

the year the Company has not issued ordinary shares for cash consideration.

Reserves
Capital
contribution
account
' £
At beginning of year 5,898,734
Profit for the year -
Actuarial profit recognised in the pension schemes -
Capital contribution 4,790,530
At end of year : 10,689,264

. distribution. The holders of preference shares are not entiteled to vote at meetings of the Company. During

Share Profit
premium and loss
account account
£ £
2,520,760 (16,043,284)
- 278,727

P 193,000
2,520,760 (15,571,557)

The capital contribution reserve arose from the conversion of certain'loans and accrued interest payable to the
ultimate parent company and is not considered by the directors to be distributable, see note 11.



Notes (continued)
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Reconciliation of movements in shareholders’ deficit

Opcening shareholders® deficit

Profit for the financial year

Other recognised gains /(losses) in the year
Capital contributions from Parent Company

Closing shareholders’ deficit

Operating leases

Non-cancellable operating lease rentals are payable as follows:

Less than one year
Between one and five years -
More than five years

Pension scheme

Defined contribution pension scheme

Lennox Industries
Directors’ report and fi nancial statements
31 December 2015

2015 2014

£ £
(7,309,750)  (6,217,174)
278,727 400,424
193,000  (1,493,000)
4,790,530 -

(2,047,493)  (7,309,750)
2015 2014
Other Other
£ £
20,293 20,293
18,913 39,206
39,206 59,499

Tepresents contrnbutlons payable by the Company to the scheme and amounted to £18,814 (2014: £20, 939).

Defined benefit scheme

The Company operates two defined benefit pension schemes. The contribution to the defined benefit

schemes is determined by a quallﬁed actuary.

The actuarial estimate pérformed by an independent qualified actuary has been undertaken to provide the

information required under FRS 102.

16



o Lennox Industries
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Notes (continued)

17

Pension scheme (continued)

The information disclosed below is in respect of the whole of the plans for which the Company is either the
sponsoring employer or has been allocated a share of cost under an agreed group policy throughout the
periods shown. '

Changes in the present value of the defined benefit obligation are as follows:

2015 2014
£ £
! .
At:1 Janvary _ 15,112,000 13,409,000
Company service cost 11,000 10,000
Interest expense 553,000 595,000
Actuarial (Gain) / Loss (601,000) 1,766,000
Scheme Participant contribution 2,000 . 2,000
Benefit payments (422,000) ~(670,000)
At 31 December 14,655,000 15,112,000
Changes in the fair value of scheme assets are as follows:
2015 2014
£ ) £
At 1 January 12,834,000 12,051,000
Contributions by émployer ' 654,000 634,000
Contributions by members 2,000 2,000
Benefits paid (422,000) (670,000)
Interest income 479,000 542,000
Remeasurement: Return on plan assets less interest income (355,000) - 275,000
At 31 December 13,192,000 12,834,000
The amounts recognised in the balance sheet are following:
2015 2014
£ £
Fair value of plan assets 13,192,000 12,834,000
Present value of defined benefit obligation (14,655,000) (15,112,000)
Amount of previosley unrecognised surplus (1,000) (1,000)
Deficit in schemes (1,464,000) (2,279,000)
Effcct of assct ceiling (53,000) =
Net pension liability before deferred tax (1,517,000) (2,279,000)
Unprovided deferred tax asset at 18% (2014:20%) 273,060 455,800




_oni standard actiarial mortalit
tions are equivale:

ioner

(74,000).
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17

Pension scheme (continued)

Movement in balance sheet

Opening balance sheet net (liability)

[Employer’s pension (charge)

Employer’s contributions
Total amount recognised in OCI

Closing balance sheet net (liability)
Remeasurements in Other Comprehensive Iricome

Actuarial (gains)/lossés immediately recognised
Change in asset ceiling

Total pension cost recognised in the OCI

History of experience gains and losses

Fair value of scheme assets

Present value of defined benefit obligation
Effect of asset seiling L

Amount of previously unrecognised surplus

Deficit in the scheme

.Experience adjustments arising on liabilities

Experience adjustments arising on ‘assets

Lennox Industries

Directors’ report and financial statements

31 December
2015
£

(2,279,000)
(85,000)
654,000
193,000

(1,517,000)

2015
£

(246,000)
53,000

(193,000)

2015
£

13,192,000
(14,655,000)
" (53,000)
(1,000)

(1,517,000)
(40,000)
(355,000)

31 December
2014
£

(1,356,000)
(63,000)
633,000

(1,493,000)

(2,279,000)

2014
£
1,493,000

1,493,000

2014
£

12,834,000
(15,112,000)
(1,000)

(2,279,000)
(6,000)
275,000

The Company expects to contribute approximately £634,000 to its defined benefit plans in the next

financial year.

-Contingent liabilities

‘There were no contingent liabilities at 31 Deceémber 2015 (2014: £nil).

31 December 2015

19
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Notes (continued)
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Transactions with related parties

The Company has taken advantage of the exemption in FRS 102 not to disclose related party transactions
within the group as it is a wholly owned subsidiary of a company whose financial statements, in which the
Company is included, are available to the public. There were no other related party transactions.

Ultimate parent company and controlling party
Lennox Industries is a subsidiary of HCF-Lennox Limited, a company registered in England and Wales.

The results of Lennox Industries are consolidated within the results of LGL Netherlands BV. The financial
statements of LGL Netherlands BV are available to the public from LGL Netherlands BV, Watergoorweg
87, PO Box 1028, 3860 BA Nijkerk, The Netherlands.

The ultimate group of which Lennox Industries is a member and for which group financial statements are
drawn up is that headed by Lennox International Inc., the ultimate parent undertaking, a company
registered in Delaware, USA. The financial statements of Lennox International Inc. are available to the
public from 2140 Lake Park Boulevard, Richardson, TX, 75080, USA.

Lennox International Inc. is a public company registered with the U.S. Securities and Exchange
Commission and traded on the New York Stock Exchange. It is controlled by a diverse group of
shareholders.

Explanation of transition to FRS 102 from Adopted old UK GAAP

As stated in note 1, these are the Company’s first financial statements prepared in accordance with FRS
102. ‘

The accounting policies set out in note 1 have been applied in preparing the financial statements for the
year ended 31 December 2015 and the comparative information presented in these financial statements for
the year ended 31 December 2014,

In preparing its FRS 102 balance sheet, the Company has adjusted amounts reported previously in financial
statements prepared in accordance with its old basis of accounting (UK GAAP). An explanation of how the
transition from UK GAAP to FRS 102 has affected the Company’s financial position and financial
performance is set out in the following tables and the note that accompany the table.

There were no transition adjustments from UK GAAP to FRS 102 impacting the Balance sheet at 31
December 2014 or the equity as at 1 January 2014.

Reconciliation of profit for the year ended 31 December 2014

Effect of

Adopted transition to
Note UK GAAP FRS 102 FRS 102
£000 £000 £000
Gross profit 763,198 - 763,198
Administrative expenses a (293,943) (2,000) (295,943)
Operating profit 469,255 (2,000) 467,255
Interest receivable and similar income a 129,000 (129,000) : -
Interest payable and similar charges > a (13,831) (53,000) (66,831)
Profit on ordinary activities before taxation 584,424 (184,000) 400,424
Tax on profit on ordinary activities - - -
Profit for the year 584,424 . (184,000) 400,424




‘Notes {continued)

3i oritinued)

(184,000)

‘184,00

e income for the ‘year, a (1,677,000) 184,000

~

(1,493,000)

(1,493,000)

. (1,092,576)
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