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Ladies and Gentlemen:

Set forth below is Lennox Interna�onal Inc.’s (the “Company”) response to the comment le�er dated October 12, 2023 received from the
staff (the “Staff”) of the Division of Corpora�on Finance of the Securi�es and Exchange Commission (the “SEC”), issued in response to

the Company’s le�er dated September 28, 2023 (the “Prior Response Le�er”) responding to the Staff’s ini�al comment le�er dated

August 31, 2023. For your convenience, each response below is prefaced by the exact text of the Staff’s corresponding comment in bold,
italicized text.

Management's Discussion and Analysis of Financial Condi�on and Results of Opera�ons, page 17

1. We note your response to prior comment 2. Please further address the following:

• Your response acknowledges that “some customers may prefer products that meet certain emissions or other environmental

standards.” Tell us more about what you have experienced in this regard, including the extent to which you have been or

expect to be affected by the emissions reduc�on targets of your primary customers.

In connec�on with the prepara�on of the Form 10-K for the year ended December 31, 2022 (the “2022 Form 10-K”), the Company

considered whether the items iden�fied in the “Risk Factors” sec�on of the Form 10-K (and specifically, the Risk Factor “Changes in
Environmental and Climate-Related Legisla�on, Government Regula�ons, or Policies Could Have an Adverse Effect on Our Results of

Opera�ons”) should be disclosed as a material trend. In conduc�ng this materiality assessment, the Company references various

standards of materiality. For example, the Company is aware that many issuers use a 5% “rule of thumb” and consider amounts greater
than 5% of pre-tax income to be material to investors. The Company also refers to the standard of materiality set forth in Basic Inc. v.
Levinson, 485 U.S. 224 (1988),



the defini�on of “material” set forth in Rule 12b-2 and Rule 405 (based on the standard of material set forth in TSC Industries, Inc. v.
Northway, Inc., 426 U. S. 438 (1976)), as well as other relevant standards of materiality. Each of these standards of materiality is analyzed

in the context of the Company’s performance. For example, the Company generated consolidated net sales of $4.7 billion in fiscal year
2022.

The Company concluded that customer preference for certain emissions or other environmental standards is not currently a material
trend that is imposing a material indirect impact on the Company’s historical business, financial condi�on, and results of opera�ons. As
discussed further below, it is the customers’ demand for high-quality and cost-efficient products that is the primary driver of our product

development. Therefore, the Company’s disclosure of the fact that some customers may prefer products that meet certain emissions or

other environmental standards was only disclosed because it is a poten�al risk that could have an indirect impact in the future.

With respect to your ques�on about emissions reduc�ons targets of our primary customers, as disclosed in the 2022 Form 10-K, more

than 67% of our net sales in 2022 were derived from our residen�al business segment. In our experience and as discussed further below,
our residen�al customers are primarily focused on the availability, reliability and quality, service, and price of a par�cular product. We

are not aware of any trend that suggests homeowners in the residen�al segment are se�ng emissions reduc�ons targets for their

households.

As disclosed on pages 1 and 51 of our 2022 Form 10-K, equipment sales to customers in our commercial business segment cons�tuted

approximately 16% of 2022 net sales. We are not aware of any impact on our business from emissions reduc�ons targets set by our
commercial customers and believe, based on trend analysis described below, commercial customers are more focused on lead �mes and

shipping, product quality, and service.

Therefore, we do not think it is currently appropriate to discuss the hypothe�cal impact of our primary customers se�ng emissions
targets.

• Explain how you determine whether the changes in demand and compe��on you have observed are related to climate

change, as compared to the other factors noted in your response, and how you assess these changes, providing support for

your materiality determina�on.

When we forecast and analyze demand trends, we rely on recent sales trends of product �ers, or mix, to see if customer preferences or
buying pa�erns are changing. Examples of changing buying pa�erns we try to detect include rela�ve percentage of products sold at

minimum efficiency standard versus percentage above minimum standard efficiency, and new equipment system sales versus parts and
supplies repair demand. To date, the Company has not iden�fied a material change or trend in demand or compe��on that suggests

climate-related considera�ons are a material driver of consumer behavior.

Our sales force also regularly communicates directly with contractors and distributors and they share this informa�on with sales

leadership and opera�ons so we can appropriately plan our produc�on and
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inventory planning processes. In addi�on to this direct feedback, the Company conducts formal surveys of its customers and dealers. For
example, based on feedback from dealers in September 2023, the Company sees that customers purchase products primarily for reasons

related to the availability, reliability and quality, service, and price of a par�cular product. Similarly, feedback from commercial

equipment business customers in October 2023 iden�fied lead �mes and shipping, product quality, and service as primary drivers of

purchase and loyalty. These drivers are consistent with our disclosure on page 4 of the 2022 Form 10-K under the heading
“Compe��on.”

• Your response states that you “are working to develop products and brands that have a reduced impact on climate change.”

Clarify whether your development work is related to the changes in demand and compe��on you have observed, and tell us
how you considered disclosing this as a climate-related business trend.

We disclose our total research and development expenses on page 55 of our 2022 Form 10-K. Our research and development work, as

disclosed in our 2022 Form 10-K on page 4, “focuses on new technology inven�on, product development, product quality improvements
and process enhancements, including our development of next-genera�on control systems as well as hea�ng and cooling products that

include some of the most efficient products in their respec�ve categories.” Our development of products is, of course, also driven by the
need to comply with applicable environmental regula�ons impac�ng the whole industry (e.g., Environmental Protec�on Agency rules

about the phaseout of R-410A, a refrigerant used in HVAC products). However, our total research and development expenses, as a
percentage of net sales, have decreased slightly over the period covered by the 2022 Form 10-K. On a dollar value basis, the increase in

research and development expenses over the period covered by the 2022 Form 10-K is primarily due to infla�onary factors and
investments to strengthen supply chain resiliency and increase product vitality, as well as prepare for regulatory change. Therefore, we

do not think that it is appropriate to cite environmental regula�ons as a business trend at this �me.

• Tell us more about the energy from alterna�ve energy sources used in your opera�ons and explain how this relates to the

indirect consequences you considered. Provide support for your evalua�on of materiality regarding increased demand for

energy from alterna�ve energy sources, including quan�fica�on of related costs for each of the periods covered by your Form

10-K and expected to be incurred in future periods.

We have not observed any increased demand for genera�on and transmission of energy from alterna�ve sources related to our

opera�ons. However, as we seek to reduce our energy efficiency intensity, we have publicly reported that we signed an eight-year
contract with our electric provider to source renewable energy to cover 100% of our electricity consump�on in Texas opera�ons (our

headquarters state). In fiscal year 2022, approximately 11% of our total electricity consump�on came from renewable energy, purchased

through 100% renewable energy credits (RECs).

3



As disclosed in our Prior Response Le�er, costs for RECs over the three-year period covered by the 2022 Form 10-K were as follows:

For the Years Ended December 31,

(in millions)

2022 2021 2020
Opera�ng expenses:
Renewable energy credits: $0.030 $0.018 $0.004

All of these amounts are well below 1% of 2022 net income and are not material to our business, financial condi�on, or results of

opera�on. We expect future REC expenditures to be similar, or slightly higher than those incurred in 2022, but s�ll immaterial.

We have also joined the Department of Energy’s Building Be�er Plants ini�a�ve, with the goal to reduce our U.S. facili�es’ energy

efficiency intensity by 25% by 2025 vs. 2014. As a result of the Company’s exis�ng and con�nuing efforts in this regard, we do not

reasonably an�cipate any significant increased demand for genera�on and transmission of energy from alterna�ve energy sources

related to our opera�ons.

• We note your proposed amended disclosure regarding reputa�onal risks “due to our products consuming energy or using

refrigerants and hydroflurocarbons.” Tell us how you considered disclosing reputa�onal risks related to your opera�ons, in

addi�on to your products.

Acknowledging Staff’s comment, we will further amend the following risk factor in our Form 10-K, Part I, Item IA - Risk Factors for the

fiscal year ended December 31, 2023, in substan�ally the following form:

Changes in Environmental and Climate-Related Legisla�on, Government Regula�ons, or Policies Could Have an Adverse Effect on

Our Results of Opera�ons, and Increasing A�en�on to Environmental, Social, and Governance (“ESG”) Ma�ers May Impact our
Reputa�on and our Business.

The sales, gross margins, and profitability for each of our segments could be directly impacted by changes in legisla�on,

government regula�ons, or policies (collec�vely, “LRPs”) rela�ng to global climate change and other environmental ini�a�ves
and concerns. These LRPs, implemented under global, na�onal, and sub-na�onal climate objec�ves or policies, can include

changes in environmental and energy efficiency standards and tend to target the global warming poten�al of refrigerants and

hydrofluorocarbons, equipment energy efficiency, and combus�on of fossil fuels as a hea�ng source. Many of our products

consume energy and use refrigerants
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and hydroflurocarbons. LRPs that seek to reduce greenhouse gas emissions may require us to make increased capital
expenditures to develop or market new products to meet new LRPs. Further, our customers and the markets we serve may

impose emissions or other environmental standards through LRPs or consumer preferences that may require addi�onal �me,

capital investment, or technological advancement. Our inability or delay in developing or marke�ng products that match

customer demand while also mee�ng applicable LRPs may nega�vely impact our results.

There con�nues to be a lack of consistent climate legisla�on and regula�ons, which creates economic and regulatory

uncertainty. Such regulatory uncertainty could adversely impact the demand for energy efficient buildings and could increase

costs of compliance. Addi�onally, the extensive and ever-changing legisla�on and regula�ons could impose increased liability for
remedia�on costs and civil or criminal penal�es in cases of non-compliance. Because these laws are subject to frequent change,

we are unable to predict the future costs resul�ng from environmental compliance.

Further, due to the increasing focus on climate change, we may face adverse reputa�onal risks due to our products and

manufacturing opera�ons consuming energy or using refrigerants and hydroflurocarbons. If we are unable to sa�sfy the

increasing ESG-related expecta�ons of certain stakeholders, we may suffer reputa�onal harm, which may cause our stock price

to decrease or cause certain investors and financial ins�tu�ons not to purchase our securi�es or otherwise provide us with

capital or credit on favorable terms, which may cause our cost of capital to increase.

In addi�on, we may not be able to achieve our goals related to our ESG ini�a�ves, which are and will con�nue to be impacted by

many variables, such as a �ght labor market, challenging economic environment, changes to our opera�ons, and changes to our

por�olio of businesses via acquisi�ons or dives�tures. Moreover, we may determine that it is in our best interest, and in the best

interest of our shareholders, to priori�ze other business, social, governance, or sustainable investments over the achievement of
our current ESG ini�a�ves. A failure or perceived failure by us in this regard may damage our reputa�on and adversely affect our

results of opera�ons and financial posi�on.

2.    We note your response to prior comment 3. Please tell us how you considered providing disclosure regarding the poten�al for the

physical effects of climate change to affect your opera�ons and results, for instance in rela�on to the risks discussed in your Form 10-K

under the cap�on “Our Ability to Meet Customer Demand may be Limited by Our Single-Loca�on Produc�on Facili�es, Reliance on

Certain Key Suppliers and Unan�cipated Significant Shi�s in Customer Demand.”

In the Management Discussion and Analysis sec�on of our 2022 Form 10-K, we “focus specifically on material events and uncertain�es
known to management that are reasonably likely to cause reported financial informa�on not to be necessarily indica�ve of future

opera�ng results or of future financial condi�on. This includes descrip�ons and amounts of ma�ers that have had a material impact on
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reported opera�ons, as well as ma�ers that are reasonably likely based on management's assessment to have a material impact on

future opera�ons.” Regula�on S-K Item 303(a).

In assessing the materiality of physical effects that may have resulted from climate change, we have considered the impact on our

suppliers and our manufacturing, as well as our customers. As disclosed on page 35 of our 2022 Form 10-K, loss from natural disasters,

net of insurance recoveries, did not exceed $3.5 million, below 1% of net income, in any year during the periods covered by our 2022
Form 10-K, and, accordingly, we concluded no quan�fiable disclosure was warranted as the impact was not material.

However, because we may experience climate-related impacts to our opera�ons and results due to the physical effects of climate change
in the future, we do believe it is appropriate to recognize poten�al risks and the disclosures in our 2022 Form 10-K directly addresses

these poten�al risks. For instance, in the Risk Factor disclosure on page 11 of our 2022 Form 10-K under the cap�on “Price Vola�lity for

Commodi�es and Components We Purchase or Significant Supply Interrup�ons Could Have an Adverse Effect on Our Cash Flow or
Results of Opera�ons,” we state that “Addi�onally, the effects of climate change, including extreme weather events, long-term changes
in temperature levels, water availability, increased cost for decarbonizing process hea�ng, supply costs impacted by increasing energy

costs, or energy costs impacted by carbon prices or offsets may exacerbate supply chain constraints and disrup�on.” We also make

disclosures about weather risks on page 10 of our 2022 Form 10-K under the cap�on “Cooler than Normal Summers and Warmer than
Normal Winters May Depress Our Sales,” where we state that “The effects of climate change, such as extreme weather condi�ons and
events and water scarcity, may exacerbate fluctua�ons in typical weather pa�erns, crea�ng financial risks to our business.”

To address the Staff’s comment, we will amend the following risk factor in our Form 10-K, Part I, Item IA - Risk Factors for the fiscal year

ended December 31, 2023 to address that climate-related disasters, among other things, could exacerbate the single-supplier risk:

Our Ability to Meet Customer Demand may be Limited by Our Single-Loca�on Produc�on Facili�es, Reliance on Certain Key
Suppliers and Unan�cipated Significant Shi�s in Customer Demand.

We manufacture many of our products at single-loca�on produc�on facili�es. In certain instances, we heavily rely on suppliers
who also may concentrate produc�on in single loca�ons or source unique, necessary products from only one supplier. Any

significant interrup�ons in produc�on at one or more of our facili�es, or at a facility of one of our key suppliers, could nega�vely

impact our ability to deliver our products to our customers, especially as we con�nue to experience disrup�ons in supply.

Further, even with all of our facili�es running at full produc�on, we could poten�ally be unable to fully meet demand during an

unan�cipated period of excep�onally high demand. This inability to fully meet demand would be exacerbated if a single-loca�on
produc�on facility is
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disrupted due to a climate-related disaster, pandemic, geopoli�cal poli�cal instability, or war, among other things. Our inability

to meet our customers’ demand for our products could have a material adverse effect on our business, financial condi�on, and

results of opera�ons.

As climate-related business trends, risks, and regula�ons evolve, we will con�nue to monitor and evaluate whether inclusion of

expanded and/or more specific disclosures regarding the physical effects of climate change may be warranted in future SEC filings based
on materiality and applicable disclosure requirements.

3.    We note your response to prior comment 3 regarding insurance. Please quan�fy for us the cost of insurance for each of the
periods covered by your Form 10-K. Clarify how the upward trend in the costs of insurance noted in your response, including in

rela�on to any weather-related impacts, has affected your expecta�ons for insurance costs and availability. Explain whether and how

your use of self-insurance is related to the cost and availability of insurance affected by extreme weather events.

Property insurance expenses for the fiscal years covered by our 2022 Form 10-K were as follows:

For the Years Ended December 31,

(in millions)

2022 2021 2020
Opera�ng expenses:
Property insurance: $3.7 $3.2 $2.8

As stated in our Prior Response Le�er, the upward trend in the costs of insurance was primarily due to general insurance market
condi�ons and increased insurable values. Insurance costs increased by less than $1 million from 2020 to 2022, and during that �me

period, we were able to renew our property insurance on substan�ally the same terms and condi�ons. While we an�cipate that
insurance costs will con�nue to increase due to infla�on, reinsurance, valua�on adjustments, and both weather and non-weather-

related claims, based on past experience and market knowledge, we do not believe these increases will be material.

The Company uses a mix of self-insurance and third-party insurance to efficiently manage costs and mi�gate risk. Our use of self-
insurance is not related to the cost and availability of insurance affected by extreme weather events.

****

Should you have any ques�ons or comments regarding our responses, please contact the undersigned at 972-497-7723.
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Sincerely,

/s/ JOSEPH W. REITMEIER

Joseph W. Reitmeier

Execu�ve Vice President, Chief Financial Officer

cc:    John D. Torres, Execu�ve Vice President, Chief Legal Officer, and Secretary
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