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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 1D; including the information incorporated by refece herein, contains "forward look
statements" within the meaning of Section 27A & 8ecurities Act of 1933, as amended, and Sectiéna? the Securities Exchange Ac
1934, as amended, which includes information coniegrone or more of our plans; objectives; godisitegies; future events; future rever
or performance; our implementation of our key sgat priorities and anticipated resulting growthoar sales, earnings and cash flow;
ability to successfully integrate Sealy Corporat{t8ealy") into the Compang’ operations and realize cost and revenue syneagi@othe
benefits from the transaction and the anticipatetll of our integration costs; our ability to realithe anticipated benefits from our a
dispositions in 2014 and the acquisition in 2014@nd rights in certain international markets; ithpact of the macroeconomic environn
in both the U.S. and internationally on our busingsgments; uncertainties arising from global eyjezgneral economic, financial and indu
conditions, particularly in the retail sector, aslias consumer confidence and the availabilitycofisumer financing; competition in «
industry; consumer acceptance of our productsabilty to continuouslyimprove and expand our product line, maintain &ffit timely an
costeffective production and delivery of products, amahage growth; the ability to expand brand awaigrdistribution and new products;
efficiency and effectiveness of our advertising paigns and other marketing programs; the abiliintoease sales productivity within exist
retail accounts and to further penetrate the retadnnel, including the timing of opening or expagdwithin large retail accounts and
timing and success of product launches; the efigfot®nsolidation of retailers on revenues andscdbe effects of strategic investments or
operations, including our efforts to expand ourbgllomarket share; changing commaodity costs; chaimgesoduct and channel mix and
impact on the Company's gross margin; initiativesprove gross margin and operating margin; opitahstructure and increased debt le
including our ability to meet financial obligatioasid continue to comply with the terms and finah@#io covenants of our credit facilitic
changes in interest rates; changes in foreigndtesrand changes in tax laws generally, includiegatbility to utilize tax loss carry forwar
effects of changes in foreign exchange rates orrepwrted earnings; the outcome of pending taxtgauddi other tax, regulatory or litigati
proceedings; the effect of future legislative ayuiatory changes; litigation and similar issuesaficial flexibility; our expected sources of ¢
flow; changes in capital expenditures; our abildyeffectively manage cash; and any plans to rafiaaa portion of our floating rate debt v
fixed rate debt. Many of these statements app@apaiticular, under the heading "Managemerdiscussion and Analysis of Finan
Condition and Results of Operations" in ITEM 2 @i of this Report. When used in this report, Werds "estimates,"” "expects," "guidan:
"anticipates,” "proposed," "projects," "plans,"ténds," "believes" and variations of such wordsiarilar expressions are intended to idet
forward-looking statements. These forwéodking statements are based upon our current é&dgpats and various assumptions. There c:
no assurance that we will realize our expectat@rtbat our beliefs will prove correct.

There are a number of risks and uncertainties toald cause our actual results to differ materiditym the forwardeoking
statements contained in this Report. There are litapbfactors, many of which are beyond the Compaagntrol, that could cause our ac
results to differ materially from those expressedf@wardiooking statements in this report, including thekrfactors discussed under
heading "Risk Factors" under ITEM 1A of Part | afrcAnnual Report on Form 1R-for the year ended December 31, 2014 and the
identified in Item 1A of this Report. There may dher factors that may cause our actual resultifter materially from the forward lookir
statements.

All forward-looking statements attributable to us apply onlpfthe date of this Report and are expressly fiedlin their entirety b
the cautionary statements included in this Refioetept as may be required by law, we undertakebtigation to publicly update or revise ¢
of the forward-looking statements, whether as altes new information, future events, or otherwise

When used in this Report, except as specificaltgdhotherwise, the term "Tempur Sealy Internatibrefers to Tempur
Sealy International, Inc. only, and the terms "Camp" "we," "our," "ours" and "us" refer to Temp@&ealy International, Inc. and
consolidated subsidiaries. When used in this Repmetterm "Sealy" refers to Sealy Corporation imdhistorical subsidiaries.
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PARTI. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per common share amounts)

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

Net sales $ 764..  $ 715( $ 1503¢ $ 1,416.¢
Cost of sales 466.¢ 446.7 927.1 879.1
Gross profit 297.t 268.: 576.2 537.¢
Selling and marketing expenses 168.¢ 155.2 322.¢ 298.2
General, administrative and other 85.1 69.t 162.¢ 139.¢
Equity income in earnings of unconsolidated affd& (3.9 (2.7 (6.9 (3.9
Royalty income, net of royalty expense (4.9) (4.6 (9.0 9.0
Operating income 52.C 50.: 106.¢ 112.5
Other expense, net:

Interest expense, net 20.5 23.C 40.€ 45.2

Loss on disposal, net — 20.4 — 20.4

Other expense (income), net 2.2 0.5 0.¢ 0.t

Total other expense, net 227 42.¢ 41.¢ 66.1

Income before income taxes 29.5 7.4 64.€ 46.¢€
Income tax provision (8.9 (9.9 (18.€ (21.9

Net income (loss) before non-controlling interest 21.C (2.9 46.C 25.2
Less: Net (loss) income attributable to non-colfitrglinterest?-@ 0.9 0.2 1.4 0.1
Net income (loss) attributable to Tempur Sealyrméonal, Inc. $ 212 $ 22 % 44€ 3 25.2
Earnings (loss) per common share:

Basic $ 03 % 0.0 $ 0.7: $ 0.41

Diluted $ 034 % 0.0 $ 07z $ 0.41
Weighted average common shares outstanding:

Basic 61.3 60.¢ 61.1 60.€

Diluted 62.4 60.¢ 62.2 61.¢

(1) Loss attributable to the Company's redeemableconitrolling interest in Comfort Revolution, LLC feine three months ended June 30, 2015 and 201dseayied $(0.1
million and $(0.2) million, respectively. Incomeréiutable to the Company's redeemable nontrolling interest in Comfort Revolution, LLC féhe six months ende
June 30, 2015 and 2014 represented $0.5 milliors@ridmillion, respectively.

(2) The Company recorded a $(0.1) million and $0.9iamilredemption value adjustment, net of tax, fer tifree and six months ended June 30, 2015, résggcto adjus
the carrying value of the redeemable mamtrolling interest as of June 30, 2015 to itseragtion value. As of June 30, 2014, the accumulatedings exceeded t
redemption value and, accordingly, a redemptionezaldjustment was not necessary for the threeiamioniths ended June 30, 2014.

See accompanying Notes to Condensed Consolidated ¢tal Statements.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in millions)
(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income (loss) before non-controlling interest $ 21C % 249 $ 46.C % 25.2
Other comprehensive income (loss) before tax, hiebo
Foreign currency translation adjustments 7.2 3.4 (30.9 4.2
Net change in unrecognized gain on interest ragpswet of tax 0.2 0.1 0.3 0.2
Pension (expense) benefit, net of tax (0.2 0.3 (0.2 0.3
Unrealized (gain) loss on cash flow hedging derwes, net of tax (0.2 .7 1.2 (0.8
Other comprehensive income (loss), net of tax 7.2 2.1 (29.0 3.€
Comprehensive income (loss) 28.2 0.3 17.C 29.2
Less: Comprehensive (loss) income attributableoto-controlling
interest® @ 0.2 0.2 1.4 0.1
ﬁ?grﬁ)g;gﬁgls,l\lﬁcl.ncome (loss) attributable to Tengmaly " 84§ 01§ BE $ 291

(1) Loss attributable to the Company's redeemablecoaitrolling interest in Comfort Revolution, LLC féne three months ended June 30, 2015 and 201dseayied $(0.1
million and $(0.2) million, respectively. Incomer#iutable to the Company's redeemable nontrolling interest in Comfort Revolution, LLC féihe six months ende
June 30, 2015 and 2014 represented $0.5 millior@ridmillion, respectively.

(2) The Company recorded a $(0.1) million and $0.9iamilredemption value adjustment, net of tax, fer tifree and six months ended June 30, 2015, résggcto adjus
the carrying value of the redeemable mamtrolling interest as of June 30, 2015 to itseragtion value. As of June 30, 2014, the accumulatedings exceeded t
redemption value and, accordingly, a redemptionevaldjustment was not necessary for the threeiamiomths ended June 30, 2014.

See accompanying Notes to Condensed Consolidated¢ial Statements
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions)
June 30, December 31,
2015 2014
(Unaudited)
ASSETS
Current Assets:
Cash and cash equivalents $ 354 $ 62.
Accounts receivable, net 424 385.¢
Inventories, net 231.¢ 217.2
Income taxes receivable 8.€ —
Prepaid expenses and other current assets 61.¢ 56.t
Deferred income taxes 51.2 444
Total Current Assets 813.¢ 766.2
Property, plant and equipment, net 358.¢ 355.¢
Goodwill 722.( 736.
Other intangible assets, net 712.5 727.1
Deferred income taxes 9.2 8.€
Other non-current assets 101.Z 68.4
Total Assets $ 2,716.¢ % 2,662.¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable $ 261 % 226.¢
Accrued expenses and other current liabilities 247.% 233.8
Deferred income taxes 0.2 0.2
Income taxes payable — 12.C
Current portion of long-term debt 66.C 66.£
Total Current Liabilities 575.2 538.:
Long-term debt 1,510.( 1,535.¢
Deferred income taxes 249.% 258.¢
Other non-current liabilities 115.1 114.:
Total Liabilities 2,449.¢ 2,447 .
Commitments and contingencies—see Note 11
Redeemable non-controlling interest 14.€ 12.€
Total Stockholders’ Equity 2525 202.7
Total Liabilities, Redeemable Non-Controlling Iregst and Stockholders' Equity $ 2,716 § 2,662.¢

See accompanying Notes to Condensed Consolidated¢ial Statements.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
(unaudited)

Six Months Ended

June 30,
2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income before non-controlling interest 46.C % 25.
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 36.¢€ 40.1
Amortization of stock-based compensation 11.7 5.4
Amortization of deferred financing costs 4.t 4.€
Bad debt expense 3.C 3.6
Deferred income taxes (24.9) (17.0
Dividends received from unconsolidated affiliates 1.c —
Equity income in earnings of unconsolidated affdz (6.4 (3.8
Non-cash interest expense on convertible notes 2.€ 2.5
Loss on sale of assets 0.8 —
Foreign currency adjustments and other 2.4 0.1
Loss on disposal of business — 20.4
Changes in operating assets and liabilities (87.9) (9.7
Net cash provided by operating activities 1.1 72.4
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposition of business and other 7.2 46.2
Purchases of property, plant and equipment (34.0 (16.9
Other (0.3) (2.7
Net cash (used in) provided by investing activities (26.9) 27.2
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings under long-term debt altiigs 283.( 106.t
Repayments of borrowings under long-term debt aliligs (311.9) (169.7)
Proceeds from exercise of stock options 10.t 3.5
Excess tax benefit from stock-based compensation 14.7 1.5
Treasury shares repurchased (1.2 (2.2
Other (1.2 0.2
Net cash used in financing activities (5.7 (59.6
NET EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CAEQUIVALENTS 4.4 0.4
(Decrease) increase in cash and cash equivalents (27.7) 40.5
CASH AND CASH EQUIVALENTS, beginning of period 62.5 81.C
CASH AND CASH EQUIVALENTS, end of period 354 121t
Supplemental cash flow information:
Cash paid during the period for:
Interest 331 % 38.2
Income taxes, net of refunds 58.2 21.2

See accompanying Notes to Condensed Consolidatea¢ial Statements.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited)

(1) Summary of Significant Accounting Policies

(a) Basis of Presentation and Description of Busindssnpur Sealy International, Inc., a Delaware caapion, together with i
subsidiaries is a U.S. based, multinational compahg term "Tempur Sealy International” refers toripur Sealy International, Inc. only,
the term "Company" refers to Tempur Sealy Inteoral, Inc. and its consolidated subsidiaries.

The Company develops, manufactures, markets alssaiding products, which include mattresses, dations and adjustable ba:
and other products, which include pillows and othecessories. The Company also derives income foyalties by licensing Sealy®&nc
Stearns & Foster® brands, technology and tradentar&ther manufacturers. The Company sells itsyrtsdthrough tweales channels: Rel
and Other.

The Companys Condensed Consolidated Financial Statements dacline results of Comfort Revolution, LLC ("Com
Revolution"), a 45.0%owned joint venture. Comfort Revolution constitu@svariable interest entity ("VIE") for which theo@pany i
considered to be the primary beneficiary due to @wmpany's disproportionate share of the econoiisic associated with its equ
contribution, debt financing and other factors thatre considered in the relatpdrty analysis surrounding the identification o foriman
beneficiary. The operations of Comfort Revolutisa aot material to the Company's Condensed Coraelid=inancial Statements.

The Company also has ownership interests in a gpbésia-Pacific joint ventures to develop markiets Sealy®branded products
those regions. The equity method of accountingsedufor these joint ventures, over which the Comggeas significant influence but does
have effective control, and consolidation is ndteswvise required. The Company’s Afacific joint ventures are more fully described\iote
6 , " Unconsolidated Affiliate Companies ".

The accompanying unaudited Condensed Consolidateshéial Statements have been prepared in accardaitic the instructions
Form 10-Q and Article 10 of Regulation)XSand include all of the information and disclosurequired by generally accepted accoui
principles in the United States ("U.S. GAAP" or "@R") for interim financial reporting. These unawtitCondensed Consolidated Finar
Statements should be read in conjunction with thasBlidated Financial Statements of the Companyraladed footnotes for the year en
December 31, 2014 , included in the Company’s AhRegort on Form 10-K filed on February 13, 2015.

The results of operations for the interim periods rzot necessarily indicative of results of operagifor a full year. It is the opinion
management that all necessary adjustments for ariaéentation of the results of operations forititerim periods have been made and are
recurring nature unless otherwise disclosed herein.

(b) Inventories. Inventories are stated at the lower of cost orketa determined by the first-in, firstat method, and consist of
following:

(in millions) June 30, December 31,
2015 2014

Finished goods $ 147.¢  $ 134.(

Work-in-process 12.1 11.4

Raw materials and supplies 72.5 71.6

$ 2318 % 217.:

(c) Accrued Sales ReturnsThe Company allows product returns through cersailes channels and on certain products. Estil
sales returns are provided at the time of salecbasehistorical sales channel return rates. Eséich&iture obligations related to these proc
are provided by a reduction of sales in the peimoghich the revenue is recognized. Accrued satagms are included in accrued expense:
other current liabilities in the accompanying Comsled Consolidated Balance Sheets.

8




Table of Contents
TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

The Company had the following activity for saleturas from December 31, 2014 to June 30, 2015 :

(in millions)

Balance as of December 31, 2014 $ 32.5
Amounts accrued 57.7
Returns charged to accrual (58.¢)

Balance as of June 30, 2015 $ 31.2

(d) Warranties. The Company provides warranties on certain prisjughich vary by segment, product and brand. Ets o
warranty expenses are based primarily on histodieans experience and product testing. Estimatéatd obligations related to these prod
are charged to cost of sales in the period in whitgh related revenue is recognized. In estimatiagvarranty obligations, the Comp:
considers the impact of recoverable salvage vatlwsarranty costs in determining its estimate ofifatwarranty obligations.

The Company provides warranties on mattresseswaithing warranty terms. Tempur mattresses soldénMorth America segme
and all Sealy mattresses have warranty terms rgrfgdm 10 to 25 years, generally non-prorated fier first 10 to 15ears and then proral
for the balance of the warranty term. Tempur mastes sold in the International segment have wartenins ranging from 5 to 15 years, non
prorated for the first 5 years and then proratead straight-line basis for the last §€ars of the warranty term. Tempur pillows haveaarant
term of 3 years, non-prorated.

The Company had the following activity for warrastfrom December 31, 2014 to June 30, 2015 :

(in millions)

Balance as of December 31, 2014 $ 31.:
Amounts accrued 15.1
Warranties charged to accrual (15.9)

Balance as of June 30, 2015 $ 30.5

As of June 30, 2015 and December 31, 2014 , $18l®mand $16.1 millionare included as a component of accrued expenst
other current liabilities and $15.2 million and $5million are included in other non-current liatiéls on the Compang’ accompanyir
Condensed Consolidated Balance Sheets, respectively

(e) Revenue RecognitiarSales of products are recognized when persuasidence of an arrangement exists, title passesstmmer
and the risks and rewards of ownership are trarezfethe sales price is fixed or determinable apitectability is reasonably assured. -
Company extends volume discounts to certain cuggnas well as promotional allowances, floor sangideounts, commissions paid to re
associates and slotting fees, and reflects thesaiaisi as a reduction of sales at the time revesinecognized based on historical experie
The Company also reports sales net of tax assdsgegualifying governmental authorities. The Compasstends credit based on
creditworthiness of its customers. No collaterakiguired on sales made in the normal course ohéss.

The allowance for doubtful accounts is the Compsulngst estimate of the amount of probable credgtds in the Comparsyaccount
receivable. The Company regularly reviews the adeguwf its allowance for doubtful accounts. The @amy determines the allowance be
on historical writeeff experience and current economic conditions alisd considers factors such as customer credit,tpgassaction histo
with the customer and changes in customer paynsentstwhen determining whether the collection ofuatemer receivable is reasone
assured. Account balances are charged off agdiesilbowance after all reasonable means of colledtiave been exhausted and the pote
for recovery is considered remote. The allowaneedfmubtful accounts included in accounts receivabét in the accompanying Conder
Consolidated Balance Sheets was $21.2 million d@d5$million as of June 30, 2015 and December 8142 respectively.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

(f) Cooperative Advertising, Rebate and Other Promati®rograms. The Company enters into agreements with custotogreovide
funds for advertising and promotions. The Compdeg anters into volume and other rebate progrants euvistomers. When sales are ma
these customers, the Company records liabilitiesyant to these agreements. The Company periogdiaatiesses these liabilities base
actual sales and claims to determine whether ah@tooperative advertising earned will be usetheycustomer or whether the customer
meet the requirements to receive rebate funds.Cidmpany generally negotiates these agreementscastamer-byeustomer basis. Some
these agreements extend over several periods fi§agriestimates are required at any point in tmith regard to the ultimate reimbursemer
be claimed by the customers. Subsequent revismrsitch estimates are recorded and charged to garimnthe period in which they
identified. Rebates and cooperative advertisingciassified as a reduction of revenue and presentttdn net sales on the accompany
Condensed Consolidated Statements of Income. Geaxtaiperative advertising expenses are reportedmponents of selling and market
expenses in the accompanying Condensed Consoli8ta¢einents of Income because the Company recaivieientifiable benefit and the f
value of the advertising benefit can be reasonastiynated.

(g) Derivative Financial InstrumentsDerivative financial instruments are used in thenmal course of business to manage interes
and foreign currency exchange risks. The finanicisfruments used by the Company are straight-fatwaonieveraged, instruments. T
counterparties to these financial instruments imantial institutions with strong credit ratingshélf Company maintains control over the siz
positions entered into with any one counterparty mgularly monitors the credit ratings of thesstitations. For all transactions designate
hedges, the hedging relationships is formally daented at the inception and an ongoing basis iretififgg changes in cash flows of the hec
transaction.

The Company records derivative financial instrureea the consolidated balance sheets as eithessat ar liability measured at
fair value. Changes in a derivative's fair value.(iunrealized gains or losses) are recorded gadbd in earnings or other comprehensive
("OCL"), depending on whether the derivative isigeated and is effective as a hedged transactiahpa the type of hedging relationship.

For derivative financial instruments that are deatgd as a hedge, unrealized gains and lossesdétathe effective portion are eit
recognized in income immediately to offset the imal gain or loss on the hedged item, or are cedeand reported as a componer
accumulated OCL in stockholders' equity and subseiiyi recognized in net income when the hedged #éfects net income. The chang:
fair value of the ineffective portion of a deriwagifinancial instrument is recognized in net incamenediately. For derivative instruments 1
are not designated as hedges, the gain or logedatathe change in fair value is also recordetktdincome immediately.

The Company manages the changes in interest matis variable rate debt through a foyear interest rate swap agreement that
entered into on August 8, 2011. The Company desigrthis interest rate swap agreement as a casthitdge of floating rate borrowings ¢
expects the hedge to be highly effective in offegtfluctuations in the designated interest paymeesulting from changes in the benchn
interest rate. The gains and losses on the desigmaterest rate swap agreement will offset lossebgains on the transactions being hec
As a result of this interest rate swap agreemaetCtompany pays interest at a fixed rate and resgiayments at a variable rate which b
on December 30, 2011. As of December 30, 2011lintieeest rate swap agreement effectively fixedftbating LIBOR-based interest rate
1.25% plus the applicable margin on $250.0 millidrihe outstanding balance under the Company'sivarirate debt. On December 30, 2!
the outstanding notional principal amount of thieriast rate swap agreement was reduced to $150i@mmiThe interest rate swap agreen
expires on December 30, 2015. The Company hastsél#te LIBORbased portion of the hedged portion of the Comsavstiable rate de
during the term of the interest rate swap agreenidre effective portion of the change in valuehs interest rate swap agreement is refle
as a component of comprehensive income (loss) @swhnized as interest expense, net as paymengsidrer accrued. The remaining gail
loss in excess of the cumulative change in thegmtegalue of the future cash flows of the hedgethitif any (i.e., the ineffective portion)
hedge components excluded from the assessmerfeofieéness are recognized as interest expensduriag the current period. The fair va
of the interest rate swap agreement is calculasedeacribed in Note 7 , " Fair Value MeasureméniEhese amounts are immaterial to
Condensed Consolidated Financial Statements.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

The Company manages a portion of the risk assatiath fluctuations in foreign currencies relatedimtercompany and third pa
inventory purchases denominated in foreign curend¢hrough foreign exchange forward contracts deségl as cash flow hedges. As
June 30, 2015 the Company had foreign exchange forward cordrdesignated as cash flow hedges to buy U.S ddtaisto sell Canadi
dollars with a notional amount outstanding of $0D0B&illion . These foreign exchange forward condtave maturities ranging froduly
2015 to March 2017 The effectiveness of the cash flow hedge cordractiuding time value, is assessed prospectiaeti/retrospectively or
monthly basis using regression analysis, as wellsisg other timing and probability criteria. Thieetive portion of the cash flow hec
contracts' gains or losses resulting from changéke fair value of these hedges is initially répdr net of tax, as a component of accumu
OCL until the underlying hedged item is reflectedtie Company's accompanying Condensed Consolid&itgdments of Income, at wh
time the effective amount in accumulated OCL idassified to cost of sales in the accompanying @osdd Consolidated Statement
Income. The Company expects to reclassify a gaeppfoximately $2.5 million , net of tax (over thext 12 months based alune 30, 201
exchange rates).

The Company is also exposed to foreign currendy midated to intercompany debt and associated dstgrayments and cert
intercompany accounts receivable and accounts payab manage the risk associated with fluctuationfreign currencies related to th
assets and liabilities, the Company enters inteifor exchange forward contracts. The Company cersithese contracts to be econc
hedges. Accordingly, changes in the fair valuehalse instruments affect earnings during the cuperibd. These foreign exchange forw
contracts protect against the reduction in valubfcasted foreign currency cash flows resultiognf payments in foreign currencies. The
value of the foreign exchange forward contracts esttmated as described in Note 7 , " Fair Valueadlieements. These amounts ¢
immaterial to the Condensed Consolidated FinarStetements.

(h) Income Taxes.Deferred tax assets and liabilities are recognifmdthe future tax consequences attributable toptaar
differences between the financial statement cagramounts of existing assets and liabilities argdr ttespective tax bases. Deferred tax a
and liabilities are measured using enacted tas retpected to apply to taxable income in the yaawshich those temporary differences
expected to be recovered or settled. Deferredtagta are also recognized for the estimated fetifieets of tax loss carry forwards. The ef
of changes in tax rates on deferred taxes is rézedrn the period in which the enactment datesighaValuation allowances are establis
when necessary on a jurisdictional basis to rediaferred tax assets to the amounts expected t@dlzed. The Company accounts
uncertain foreign and domestic tax positions utitiza proscribed recognition threshold and measenerattributes for the financial staterr
recognition and measurement of a tax position take¥xpected to be taken in a tax return.

(i) Redeemable Non-controlling Intere$he Company is party to a put and call arrangemthtrespect to the common securities
represent the 55.0% naontrolling interest in Comfort Revolution. The lcatrangement may be exercised by the Company after Jun
12, 2017. The put arrangement may be exercisedonyf@t Revolution on or after June 12, 2018. Thaereption value for both the put ¢
the call arrangement is equal to 7tBnes earnings before interest, tax, depreciagod amortization ("EBITDA"), as defined in -
related LLC agreement, of Comfort Revolution foe foreceding 12 months, adjusted for net debttanding and multiplied by thé&5.0%
ownership interest not held by the Company. Duéheexisting put and call arrangements, the camtrolling interest is considered to
redeemable and is recorded on the balance sheetedeemable non-controlling interest outside ofna@ent equity. The redeemable nor
controlling interest is recognized at the highefLlpthe accumulated earnings associated with thecoatrolling interest or 2) the contractually-
defined redemption value as of the balance sheet da

Loss attributable to the Company's redeemable comtrolling interest in Comfort Revolution for thileree months ended June
2015 and 2014 represented $(0.1) million and $(hR)on , respectively. Income attributable to t@®@mpany's nomontrolling interest i
Comfort Revolution for the six months ended Jung285 and 2014 represented $0.5 million and $0lliom, respectively. As of June !
2015, the redemption value exceeded the accumudaigtings associated with the redeemableawotrolling interest. Therefore, the Comp
recorded a $(0.1) million and $0.9 milliedemption value adjustment, net of tax, for thee¢hand six months ended June 30, Z
respectively, to adjust the redeemable nontrolling interest as of June 30, 2015 to itseradtion value. As of December 31, 2014,

accumulated earnings exceeded the redemption galli@accordingly, a redemption value adjustmentweasiecessary.
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(2) Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standards rdo@FASB") issued Accounting Standards Update (UASNo. 201409,
Revenue From Contracts With Custon, that outlines a single comprehensive model fdities to use in accounting for revenue arisingr
contracts with customers and supersedes most tueeenue recognition guidance, including indusipgcific guidance. The ASU is basec
the core principle that an entity should recognizeenue to depict the transfer of promised goodseovices to customers in an amount
reflects the consideration to which the entity etpdo be entitled in exchange for those good®orices. This ASU also requires disclosi
sufficient to enable users to understand the natmeunt, timing, and uncertainty of revenue anshciows arising from contracts w
customers, including qualitative and quantitativeclkbsures about contracts with customers, siganifigudgments and changes in judgm
and assets recognized from the costs to obtaimlfif & contract. Entities have the option of ugirither a full retrospective or a modif
retrospective approach for the adoption of the samdard. This ASU is effective for fiscal yeargibaing after December 15, 2017 incluc
interim periods within that reporting period. Therpany is currently evaluating the guidance to mieitee the Company's adoption met
and the effect it will have on the Company's Cosg@einConsolidated Financial Statements.

In April 2015, the FASB issued ASU No. 2015-08terest- Imputation of Interes8implifying the Presentation of Debt Issue
Costs, which requires debt issuance costs related ézagnized debt liability to be presented in thebe¢ sheet as a direct deduction fron
carrying amount of that debt liability. This ASUeffective on a retrospective basis for annual répg periods beginning after December
2015, however early adoption is permitted. The Camypwill apply this ASU on a retrospective basigibaing in 2016. The adoption of t
ASU is not expected to have an effect on the ColyipaBondensed Consolidated Statements of Incom€ash Flows; however, t
unamortized balance of debt issuance costs wilkbkssified from other long-term assets to anedffgainst londerm debt on the Conden:
Consolidated Balance Sheets.

(3) Acquisitions and Divestitures

Sale of Portland Manufacturing Facility

Effective May 6, 2015, the Company sold its Seanafacturing facility in Portland, Oregon, whichayareviously held for sale a
recorded in Prepaid expenses and other currentsassehe Condensed Consolidated Balance SheetCohgany received $7.2 millioim
proceeds on the sale and recorded a gain of $Qlibrmj which is included in other expense (income), inethe Condensed Consolida
Statements of Income for the three and six montldee June 30, 2015.

Acquisition of Certain Assets and License Right¥ajpan

Effective July 1, 2014, the Company acquired cer&ssets from a third party licensee in Japan. tdted purchase price wai8.t
million , subject to customary working capital adjustmeitse Company accounted for this acquisition usimg dcquisition method. T
preliminary allocation of the purchase price wasdaghon estimates of the fair value of assets asdjuis of July 1, 2014. The excess ol
purchase price over the estimated fair value ofabsets and identifiable intangible assets acquit@sl recorded as goodwill, which is non
deductible for income tax purposes. The Compargiifiad the allocation of the purchase price duthmgfirst quarter of 2015, which did 1
result in any material measurement period adjustsnen

Disposal of Innerspring Component Production Faiei§ and Associated Equipme

Effective June 30, 2014, the Company completedséte of its thred).S. innerspring component production facilitiesl @gyuipmen
along with associated working capital, to LeggetPktt (“L&P”) for total consideration of approxirey $47.8 million , which include81.t
million of other non-cash consideration. The cargyiamount of the net assets sold in this trangactias approximately $66.8 million
including an allocation of goodwill within the histcal Sealy segment which was determined usingefaive fair value method. As a resu
loss on disposal of business was recorded for &2dlibn , which included $1.4 milliof transaction costs, for the three and six moatide:
June 30, 2014.

(4) Goodwill

Effective January 1, 2015, the Company realigneaigjanizational structure and updated its segnmetight of the progress made
2013 and 2014 integrating Sealy into its busind@$se Company's updated reportable segments are Monirica and International. F
additional information regarding the Company'siggahent and reportable segment determination, sge ®b , " Segment Information ".
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As a result of the Company's segment realignméstcomposition of the Company's reporting unitstfa evaluation of goodw
impairment also changed. Historically, the Companmgporting units were the same as the reportadgenents: Tempur North Ameri
Tempur International, and Sealy. Effective Janugr015, the Company identified thresporting units for purposes of evaluating gooc
impairment: Tempur Sealy U.S. and Tempur Sealy Gamaporting units within the North America segmamtl oneeporting unit comprisir
the International segment.

As the composition of the reporting units changbe, Company reassigned historical goodwill to tee meporting units based ol
relative fair value allocation approach. The refatfair value allocation approach yielded the rigasaent of total Sealy goodwill as
December 31, 2014 of $521.9 millianThe following summarizes the reassignment of golbdrom the historical segments to the r
segments:

Reassigned
Goodwill by
(in millions) Segment
North America segment:
Tempur North America segment goodwill as of Jandarg015 $ 106.2
Sealy segment goodwill as of January 1, 2015 rgasdito the North America segment 468.%
Total North America segment goodwill as of Januirg015 $ 574.%
International segment:
Tempur International segment goodwill as of Jandar3015 $ 108.4
Sealy segment goodwill as of January 1, 2015 rgasdito the International segment 53.¢
Total International segment goodwill as of Januigr2015 $ 162.(
The following summarizes changes to the Companyt&dwill, by segment:
(in millions) North America International Consolidated
Balance as of January 1, 2015 $ 574t $ 162.C $ 736.
Foreign currency translation adjustments and other (5.7 (9.9 (14.5
Balance as of June 30, 2015 $ 569.. $ 152.¢ $ 722.(
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(5) Debt

Debt for the Company consists of the following:

(in millions) June 30, 2015 December 31, 2014
Debt: Amount Rate Amount Rate Maturity Date
Revolving credit facility $ 34.F @ $ 16.C @ March 18, 2018
Term A Facility 449.% ) 484t (@) March 18, 2018
Term B Facility 582.t 3) 594 .¢ 3) March 18, 2020
$375.0 million Senior Notes 375.( 6.875% 375.( 6.875% December 15, 2020
8.0% Sealy Notes 107. 8.0% 104.7 8.0%  July 15, 2016
Capital lease obligations and other 27.5 27.1 Various

$ 1,576.( $ 1,602.:
Less: current portion (66.0) (66.9)
Long-term debt $ 1,510.( $ 1,535.¢

(1) Interest at Base Rate plus applicable margin d8%.0r LIBOR plus applicable margin of 2.75% as whd 30, 2015 and Base Rate plus applic
margin of 2.00% or LIBOR plus applicable margirBdd0% as of December 31, 2014.

(2) Interest at LIBOR plus applicable margin dd@% as of June 30, 2015 and 2.25% as of Decemh&034.
(3) Interest at LIBOR, subject to a 0.75% floangphpplicable margin of 2.75% as of June 30, 20tbecember 31, 2014.

On December 12, 2012, Tempur Sealy International eertain subsidiaries of Tempur Sealy Internafioms borrowers ar
guarantors, entered into a credit agreement (asdade the “2012 Credit Agreementijith a syndicate of banks. The 2012 Credit Agreet
requires compliance with certain financial covesaptoviding for maintenance of a minimum consokdainterest coverage ratio ¢
maintenance of a maximum consolidated total ne¢riye ratio. The consolidated total net leveragie ia calculated using consolida
funded debt less qualified cash (as defined iR Credit Agreement). Consolidated funded detltides debt recorded on the Conde
Consolidated Balance Sheets as of the reporting gais letters of credit outstanding and certdireodebt and obligations. The Compar
allowed to exclude 100.0% of the domestic qualiftedh and 60.0% of foreign qualified cash, the egage of which cannot exce&d50.(
million at the end of the reporting period. As ahé 30, 2015 , domestic qualified cash was $9.0amibnd foreign qualified cash w&45.¢
million .

The Company is in compliance with all applicableemants as of June 30, 2015 .
(6) Unconsolidated Affiliate Companies

The Company has ownership interests in a groupsid-Racific joint ventures, to develop markets $saly® branded products
those regions. The Company’s ownership intereitése joint ventures is 50.08hd is accounted for under the equity method. Tom@gany'
investment of $16.0 million and $12.9 million anéu30, 2015 and December 31, 2014 , respectivedytemorded in other nocurrent asse

within the accompanying Condensed ConsolidatedrBal&heets. The Compasyshare of earnings is recorded in equity inconmesaimings ¢
unconsolidated affiliates in the accompanying Coiséd Consolidated Statements of Income.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

(7) Fair Value Measurements

The classification of fair value measurements witlie established thréevel hierarchy is based upon the lowest levehpfit that i
significant to the measurement. There were no teandetween levels for the three and six monttdeéniune 30, 2016r year ende
December 31, 2014. At June 30, 2Gi December 31, 2014, the Company had an intertesswap and foreign exchange forward cont
recorded at fair value. The fair value of the iastrrate swap is calculated using standard industgels based on observable forward )
curves and takes into consideration current inteages and the current creditworthiness of thentaparties of the Company, as applice
The fair value of the foreign exchange forward cacts is calculated using standard industry mobased on observable forward points
discount curves. The fair values of all derivatingtruments are adjusted for credit risk and retsbms and other terms specific to the contr
The fair value of the interest rate swap and tlreigm exchange forward contracts were based onll2weputs and were not material
June 30, 2015 or December 31, 2014 .

The carrying value of cash and cash equivalentxuats receivable and accounts payable approxifaatealue because of the short:
term maturity of those instruments. Borrowings unife 2012 Credit Agreement are at variable interates and accordingly their carry
amounts approximate fair value. The fair valuehef $375.0 million aggregate principal amount of7/6% senior notes due 2020 (the "Se
Notes") was approximate$399.4 million and $398.4 million at June 30, 2@t December 31, 2014espectively. The fair value of Sea
8.0% Senior Secured Third Lien Convertible Notes 8016 ("Sealy 8.0% Notes") was approximately $118illion and $110.7million at
June 30, 2015 and December 31, 2014 , respectiVbgy/ fair value of the Senior Notes and the 898aly Notes were based on Level 2 in
estimated using discounted cash flows and mdrséd expectations for interest rates, credit @sld the contractual terms of the ¢
instruments.

(8) Stockholders' Equity

(a) Common Stock.empur Sealy International has 300.0 million auttext shares of common stock with $0pEr share par value ¢
0.01 millionshares of preferred stock. Subject to preferertatsniay be applicable to any outstanding prefestedk, holders of the comm
stock are entitled to receive ratably such divideasl may be declared from time to time by the Boiirectors out of funds legally availa
for that purpose. In the event of liquidation, dission or winding up, the holders of the commoucgtare entitled to share ratably in all as
remaining after payment of liabilities, subjectprdor distribution rights of preferred stock, ifygrthen outstanding.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

(b) Accumulated Other Comprehensive Loss ("OCAtcumulated OCL consisted of the following:

(in millions)

Foreign Currency Translation
Balance at beginning of period
Other comprehensive income (loss):
Foreign currency translation adjustmetits

Balance at end of period

Interest Rate Swap
Balance at beginning of period
Other comprehensive income:
Net change from period revaluations:
Tax expensé
Total other comprehensive income before reclasgifins, net of tax
Net amount reclassified to earnirigs
Tax benefit?
Total amount reclassified from accumulated othenm@hensive loss, net of tax
Total other comprehensive income

Balance at end of period

Pensions
Balance at beginning of period
Other comprehensive income:
Net change from period revaluations:
Tax expensé
Total other comprehensive income before reclasgifins, net of tax
Net amount reclassified to earnirigs
Tax benefit
Total amount reclassified from accumulated othenm@hensive loss, net of tax
Total other comprehensive income

Balance at end of period

Foreign Exchange Forward Contracts
Balance at beginning of period
Other comprehensive income:
Net change from period revaluations:
Tax (expense) benefit
Total other comprehensive income before reclasgifios, net of tax
Net amount reclassified to earnirijs

Tax benefit?

Total amount reclassified from accumulated othenm@hensive income, net of tax

Total other comprehensive income

Balance at end of period
(1) In 2015 and 2014, no amounts were reclasstfh earnings.

(2) These amounts were included in the incom@tavision on the accompanying Condensed Congelid&tatements of Income.

Three Months Ended

Six Months Ended

June 30, June 30,
2015 2014 2015 2014

0L $ (14.6) (54.0 (15.6)
7.2 34 (30.9) 42
844 $ (11.9) (84.9) (11.9)
06 $ () 0.7 (1.4
0.8 0.7 L& 1.4
0.3 ©0.3) (0.6) 0.6
05 $ 0.4 0.€ 0.&
0.5) 0.5 (1.0 (1.0
0.2 0.2 0.4 0.4
03 $ 0.9 (0.6) 0.6
0.2 0.1 0.2 0.2
04 $ 1.2) (0.4) 1.2
249 $ 3.2 (2.9) 3.2
0.1) 0E 0.2 0E
— 0.9) — 0.2
01 $ e (0.3) e
— $ — — —
0.1) 3 0.1 3
25 $ 3E 2.9 3E
26 $ 0.€ 1.3 —
11 .1 4€ (0.4)
0.2) 0cE (1.2) 0.1
08 $ (1.6 3€ 0.9
1.3 ©0.1) 3.2 ©0.7)
0.2 — 0.8 0.z
10 $ (0.) (2.4 0.5
0.1) @7 1.2 0.6
25 $ 0.9 25 0.6

(3) This amount was included in interest expenseon the accompanying Condensed ConsolidatgdrBénts of Income.

(4) This amount was included in cost of sale$,am the accompanying Condensed Consolidatednstats of Income.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

(9) Defined Benefit Pension Plans

The following table represents amounts recordethéhnCondensed Consolidated Balance Sheets for ehgpény's defined bene

plans:

June 30, December 31,
(in millions) 2015 2014
Non-current portion of benefit liability $ 14: % 14.¢
Non-current benefit asset 0.2 0.2

(10) Stock-Based Compensation

The Company'’s stock-based compensation expendbddhree and six months ended June 30, 2015 aliBbluded performance-
based restricted stock units ("PRSUs"), mpmaified stock options, restricted stock units $WB&") and deferred stock units ("DSUs")
summary of the Company’s stock-based compensatipanse is presented below:

(in millions) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
PRSU expense (benefit) $ 54 $ 09 $ 74 % 0.2
Option expense 2.C 1.7 3.t 3.4
RSU/DSU expense 0.2 0.t 0.7 1.&
Total stock-based compensation expense $ 7€ % 1.2 3 11€¢  $ 5.4

The Company recorded $4.0 milliaf accelerated amortization associated with thesttmn of the Company's former CEO for
three and six months ended June 30, 2015. The Gompaviously recognized $0.5 million in stobksed compensation expense for th
months ended June 30, 2015 associated with the RRR8Jtock options granted in 2015 to the Compdaoyser CEO.

The Company recorded a $3.0 millibanefit in the accompanying Condensed Consolidatattments of Income for the three anc
months ended June 30, 2014, after re-evaluatidimeoprobability of achieving certain financial gpatlated to PRSUs granted in 2013.

The Company uses the Bla8icholes option pricing model to calculate the failue of stock options granted. The fair value totk
options granted was estimated using the Blackeles option pricing model with the following asgtions during the three and six mol
ended June 30, 2015 and 2014:

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Expected volatility range of stock 35.1% - 35.4% 58.3% - 66.5% 35.1% - 36.2% 58.3% - 66.5%
Expected life of option, range in years 3-5 2-4 3-5 2-4
Risk-free interest range rate 1.0% - 1.5% 0.4% - 1.2% 1.0% - 1.5% 0.4% - 1.2%
Expected dividend yield on stock 0.0% - 0.0% 0.6% - 0.7% 0.0% - 0.0% 0.6% - 0.7%
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A summary of the Company’s PRSU activity and relatéormation for the six months ended June 30528 presented below:

(shares and aggregate intrinsic value in millions)

Weighted-
Average
Grant Aggregate
Number of Date Fair Intrinsic
Shares Value Value
Awards outstanding at December 31, 2014 0.2¢ $ 53.4¢
Granted 0.2¢ 57.5%
Vested — —
Forfeited (0.0%) 56.8¢
Awards outstanding at June 30, 2015 04¢ $ 543t § 32.4

The maximum number of shares to be awarded unédePBSUs granted during the six months ended Jun2®@® will be0.7¢
million , which will vest, if earned at the endtbk three -year performance period ending on Deeeidb, 2017.

During the six months ended June 30, 2015, theeenmacommon stock issued from treasury stock asutrof PRSUs being earned.

A summary of the Company’s stock option activitglaalated information for the six months ended J8®e2015 is presented below:

(shares and aggregate intrinsic value in millions)

Weighted- Weighted-
Average Average
Grant Remaining Aggregate
Number Date Fair Contractual Intrinsic
of Shares Value Term (Years) Value
Options outstanding December 31, 2014 284 $ 24.1¢
Granted 0.44 57.6(
Exercised (0.8¢) 11.9¢
Forfeited (0.0¢) 57.2(
Options outstanding at June 30, 2015 23z % 33.8¢ 5.84 $ 71.1
Options exercisable at June 30, 2015 18z $ 27.72 4.86 $ 69.4

The aggregate intrinsic value of options exercidedng the three and six months ended June 30, @@E5$41.5 million , an$40.t
million , respectively.

A summary of the Company’'s RSU and DSU activity aeldted information for the six months ended J8®e2015is presente
below:

(shares and aggregate intrinsic value in millions)

Weighted-
Average
Grant Aggregate
Number of Date Fair Intrinsic
Shares Value Value
Awards outstanding at December 31, 2014 0.11 $ 50.41
Granted 0.0C 58.9¢
Vested (0.06) 49.27
Forfeited 0.0C 49.6:
Awards outstanding at June 30, 2015 0.0t % 5211 § 3t
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RSUs granted during the six months ended Juneg @ill vest over thregears. DSUs granted during the six months endeé
30, 2015 will vest over one year.

The aggregate intrinsic value of common stock ugdey RSUs issued from treasury stock during the¢hand sixnonths ende
June 30, 2015 was $0.6 million , and $3.7 millioaspectively.

A summary of total unrecognized stolised compensation expense based on current parfoenestimates related to the PR!
options, RSUs and DSUs granted during the six nsoatided June 30, 2015 is presented below:

($ in millions)

Weighted
Average
Remaining
Vesting Period
June 30, 2015 (Years)

Unrecognized stock option expense $ 5.C 2.57 year:
Unrecognized RSU/DSU expense 0.7 1.22 year
Unrecognized PRSU expense 11.C 2.50 year:
Total unrecognized stock-based compensation expense $ 16.7 2.47 year.

(11) Commitments and Contingencies

(a) Purchase Commitments'he Company will, from time to time, enter intmited purchase commitments for the purchase déin
raw materials and components. Amounts committe@uticese programs are not significant as of Jun@@0b and December 31, 2014 .

(b) Norfolk County Retirement System, Individually aom behalf of all others similarly situated, Plaffitiv. TempurPedic
International Inc., Mark A. Sarvary and Dale E. Wdins; filed June 20, 201

Arthur Benning, Jr., Individually and on behalfaif others similarly situated, Plaintiff v. Temj-Pedic International Inc., Mark A. Sarvary &
Dale E. Williams; filed June 25, 20:

On June 20 and 25, 2012, the above suits were ditgxnst the Company and twaamed executive officers in the United St
District Court for the Eastern District of Kentugkyurportedly on behalf of a proposed class ofldtotders who purchased the Company’
stock between January 25, 2012 and June 5, 20E2cdimplaints assert claims under Sections 10(b)Y&(a) of the Exchange Act, allegi
among other things, false and misleading statensmdsconcealment of material information concerrtimg Companys competitive positio
projected net sales, earnings per diluted sharereladed financial performance for the Compang012 fiscal year. The plaintiffs st
damages, interest, costs, attorsefges, expert fees and unspecified equitablefitium relief. On November 2, 2012, the Court coiusikc
the two lawsuits and on March 6, 2013, plaintiffed a consolidated complaint. On March 31, 20b4, €ourt issued an Order granting
Companys motion to dismiss with prejudice the consolidatemnplaint. The Court issued its memorandum of iopirand entered fin
judgment on May 23, 2014. On June 6, 2014, thentifs filed a notice of appeal in the U.S. CouftAppeals for the Sixth Circuit ("Appe:
Court"). Following oral argument, the Appeals Coisdued an order on June 4, 2015, ruling in faothe Company. Plaintiff has ur
September 2, 2015 to file a petition seeking revigwhe United States Supreme Court ("Supreme Qolirthe plaintiff files such a petitic
and the Supreme Court grants it, the Company isteadvigorously defend against the claims. The @ute of these matters is uncert
however, and although the Company does not cuyrengbect to incur a loss with respect to these emattthe Company cannot curre
predict the manner and timing of the resolutiothef suits, an estimate of a range of losses omanymum loss that could result in the ever
an adverse judgment in this suit, or whether then@any’s applicable insurance policies will provide su#fit coverage for these clair
Accordingly, the Company can give no assurance tthege matters will not have a material adversecefbn the Compang’ consolidate
financial position or results of operations.

(c) Alvin Todd, and Henry and Mary Thompson, indivitijuaind on behalf of all others similarly situatddaintiffs v. Tempur See

International, Inc., formerly known as Tem-Pedic International, Inc. and Tempé&edic North America, LLC, Defendants; filed OctoBé&i
2013
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On October 25, 2013, a suit was filed against Tangealy International and one of its domestic dibses in the United Stai
District Court for the Northern District of Califieia, purportedly on behalf of a proposed classcohSumers’as defined by Cal. Civ. Code
1761(d) who purchased, not for resale, a Tenrdic mattress or pillow in the State of Califorr@m November 19, 2013, the Company
served for the first time in the case but with ameaded petition adding additional class represeetafor additional states. The purpo
classes seek certification of claims under appleatate laws.

The complaint alleges that the Company engagedfairubusiness practices, false advertising, anstepresentations or omissi
related to the sale of certain products. The gfsnseek restitution, injunctive relief and allhet relief allowed under applicable state Iz
interest, attorneysees and costs. The purported classes do not see&ges for physical injuries. The Company belidliescase lacks me
and intends to defend against the claims vigorougtg Court is scheduled to consider class ceatific motions in the fourth quarter of 2(
and the outcome is uncertain. As a result, the Gmys unable to reasonably estimate the possikedr range of losses, if any, arising f
this litigation, or whether the Compasyapplicable insurance policies will provide su#fitt coverage for these claims. Accordingly,
Company can give no assurance that this matternetllhave a material adverse effect on the Compgaognsolidated financial position
results of operations.

(d) German Regulatory InvestigatianThe German Federal Cartel Office ("FCO") has cmteld unannounced inspections of
premises of several mattress wholesaler/manufastimeluding the Company's German subsidiary. Titeeropermitting the inspection &
collection of records alleged “vertical price figih The FCO's review is ongoing. Representatives ofGoempany met with the FCO
February 2015 but no resolution was reached arstatement of objections or formal claims have tesserted by the FCO, however, the |
representatives indicated their belief that the Gamny has violated vertical price fixing regulatioi$ie parties will meet again in August 2!
to continue discussions. If the parties cannot ctone negotiated resolution of the issues, andndare asserted by the FCO, the Com
intends to vigorously defend itself against anynata The outcome of the FCO's review is still utaier, and, given the inherent uncertair
involved, the outcome of this matter cannot be joted and the amount of any potential loss caneatdasonably estimated. Accordingly
amounts have been accrued related to this invéistigas of June 30, 2015. A negotiated resolutibthis matter or a negative outcome in
event the FCO commences formal proceedings coujdinethe Company to make substantial payments,canttl have a material adve
impact on the Company's results of operations iyuidity.

(e) Environmental.The Company is currently conducting an environmletigsnup at a formerly owned facility in South Bswick
New Jersey pursuant to the New Jersey Industrial @covery Act. Sealy and one of its subsidiaaiesparties to an Administrative Cons
Order issued by the New Jersey Department of Enmiental Protection. Pursuant to that order, Seadyis subsidiary agreed to conduct
and groundwater remediation at the property. They@my does not believe that its manufacturing Eees were the source of contamina
The Company sold the property in 1997. The Compatained primary responsibility for the requirednesliation. Previously, the Comps
removed and disposed of contaminated soil fromsike with the New Jersey Department of EnvironmieRtatection approval, and 1
Company has installed a groundwater remediatiotesyson the site. During 2005, with the approvaltloé New Jersey Department
Environmental Protection, the Company removed asdoded of sediment in Oakeys Brook adjoining tite. §he Company continues
monitor ground water at the site. During 2012, vtttk approval of the New Jersey Department of Bmwirental Protection, the Compi
commenced the removal and disposal of additionatacninated soil from the site. The Company hasroeEmb a reserve as a componer
accrued expenses and other current liabilitiesathdr noneurrent liabilities in the accompanying Condensemsbdlidated Balance Sheet:
of June 30, 2015 and December 31, 2014 for $2lbmiand $2.5 million , respectively, associateith this remediation project.

The Company has also undertaken a remediation ibfuisd groundwater contamination at an inactivelitgclocated in Oakville
Connecticut. Although the Company is conducting teenediation voluntarily, it obtained Connecticutegartment of Energy a
Environmental Protection (“DEEP"approval of the remediation plan. In 2012, the Camyp submitted separate closure reports tc
Connecticut DEEP for the lower portion of the sited the upper portion of the site. The ConnectEEP approved the Compasytlosur
report for the upper portion of the site and alagegconditional approval to the Compamglosure report for the lower portion of the siéhe
Company is continuing to work with the ConnectiEEP and is performing additional testing to obtelimsure for the lower portion of t
site. The Company has recorded a liability in tbeompanying Condensed Consolidated Balance SheetisJane 30, 2015 and Decembel
2014 for approximately $0.1 milliomssociated with the completion of the closuregofémediation efforts at the site. The Companysduaz
believe the contamination on this site is attriblego the Company’s operations.
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In 1998, the Company sold an inactive facility f@chin Putnam, Connecticut. In 2012, the Comparcgived a letter from tt
attorney for the current owner of that propertyiroiag that the Company may have some responsilfdityan environmental condition on
property. The Company continues to investigate thater, but intends to vigorously defend the clafmthe current owner against
Company.

The Company cannot predict the ultimate timing @sts of the South Brunswick, Oakville and Putnamirenmental matters. Bas
on facts currently known, the Company believes thataccruals recorded are adequate and does limtebthe resolution of these matters
have a material effect on the financial positionfuture operations of the Company. However, in ¢lvent of an adverse decision by
agencies involved, or an unfavorable result inNlegv Jersey natural resources damages matter, iesers could have a material effect or
Company’s consolidated financial position or resolt operations.

() Income Tax Assessmentdhe Company has received income tax assessmemtstfr® Danish Tax Authority (“SKAT”).The
Company believes it has meritorious defenses toptbposed adjustments and will oppose the assessn@nnecessary in the appropi
Danish venue. The Company believes the litigatimtess to reach a final resolution of this mattarld potentially extend over the nefite
years. If the Company is not successful in defegdlis position that the Company owes no additidaats, the Company could be require
pay a significant amount to SKAT, which could impair reduce the Company's liquidity and profitapiliFor a description of the
assessments and additional information with resjpeittese assessments and the various relatedpiegaiedings, see Note 12Intome Taxe

(g) Other. The Company is involved in various other legal pextings incidental to the operations of its busindhe Compar
believes that the outcome of all such pending lpgateedings in the aggregate will not have a natedverse effect on its business, finar
condition, liquidity, or operating results.

(12) Income Taxes

The Company’s effective tax rate for the three rhemended June 30, 2015 and 2014 was 28.3% and%32dspectively. TF
Company’s effective tax rate for the six monthsexhdune 30, 2015 and 2014 was 28.8% and 45.7%eatdgely. The Compang’income ta
rate for the three and six months ended June 3 aAd 2014 differed from the U.S. federal statutate of 35.0%principally due to chang
in the Companys uncertain tax positions, certain foreign incorme ftate differentials, state and local income taties production activitie
deduction, permanent differences on the goodwilleaaff associated with the disposal of the componaaiifies, and certain other permar
differences.

At June 30, 2015, the Company's tax basis in istier foreign subsidiary exceeded the Comparhyook basis. Accordingly,
deferred tax has been recorded related to this loliféerence as it is not apparent that the diffeeswill reverse in the foreseeable future. /
relates to the book to tax basis difference widpeet to the stock of each of the Compargwer tier foreign subsidiaries, as a generaken
the book basis exceeds the tax basis in the hdntie doreign subsidiary shareholder. By operatbithe tax laws of the various countrie:
which such subsidiaries are domiciled, in all materespects the earnings of lower tier foreignsidilaries are not subject to tax wil
distributed to the foreign shareholder. It is thmr@anys intent that the earnings of each lower tier fymesubsidiary, with the exception of
Danish subsidiary, will be permanently reinvestedts own operations. As it relates to the Danishs@iary, its earnings may be distribt
without any income tax impact in any case. Accagtlinno tax is provided for with respect to the kdo tax basis difference of its stock.

The Company has received income tax assessmemsSKAT with respect to the tax years 2001 throug8&relating to the royal
paid by certain of Tempur Sealy Internatiosdl.S. subsidiaries to a Danish subsidiary. Thaltgys paid by the U.S. subsidiaries for the t
to utilize certain intangible assets owned by ttaniBh subsidiary in the U.S. production procesbeds assessment, SKAT asserts tha
amount of royalty rate paid by the U.S. subsidat@the Danish subsidiary is not reflective ofaamstength transaction. Accordingly, the
assessment received from SKAT is based, in parg @0%royalty rate, which is substantially higher thaatthistorically used or deenr
appropriate by the Company.

The cumulative total tax assessment at June 30 2lall years for which an assessment has beesived (2001 -2008) it
approximately Danish Krone ("DKK") 1,336.8 milligrincluding interest and penalties ( $198.8 millidmased on the DKK to USD exchai
rate on June 30, 2015). The cumulative total taessment on December 31, 2014 for all years foclwan assessment had been receivt
through that date (2001 - 2008) including integesd penalties was approximately DKK 1,317.2 mill{dd215.1 million, based on the DKK
USD exchange rate on December 31, 2014). The isereDKK 19.6 millionis due to additional interest for the period betwBecember 3
2014 and June 30, 2015. In 2013, the Company was
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notified by SKAT that SKAT had granted the defet@2017 of the requirement to post a cash deposither form of security for taxes t
have been assessed for the period 2001 through Bo@ddition, during the quarter ended June 3Q42¢the Company was granted a defi
to 2018 of the requirement to post a cash depositheer form of security for taxes that have besseased for 2008. The Company filed tir
protests with the Danish National Tax Tribunal (tieibunal™) challenging the tax assessments. Thbuhal formally agreed to place -
Danish tax litigation on hold pending the outconfiea @ilateral Advance Pricing Agreement ("BilatersiPA") between the United States
SKAT. A Bilateral APA involves an agreement betwetbe Internal Revenue Service ("IRS") and the tggpaas well as a negotia
agreement with one or more foreign competent aittbeunder applicable income tax treaties. Dutimg third quarter of 2008, the Comp.
filed the Bilateral APA with the IRS and SKAT. U.8nd Danish competent authorities have met sevienals to discuss the Compasy’
Bilateral APA since 2011, most recently in Februa®l 3. At the conclusion of the February 2013 nmgethe IRS and SKAT concluded th:
mutually acceptable agreement on the matter coatldb@ reached and, as a result, the Bilateral AR&gss was terminated. The matter is
before the Tribunal. The Tribunal is a branch ofASKthat is independent of the discussions and negms that have taken place to dat
the Tribunal does not rule to the satisfaction mé or both parties, the party seeking redress rhagse to litigate the issue in the Danish ¢
system. The Company believes it has meritoriousrdess to the proposed adjustments and will oppesassessments before the Tribuna
in the Danish courts, as necessary. As part of thinal process, the Company continues to colledtanalyze additional information with
assistance of outside advisers to present befer€ribunal.

As part of the Tribunal process, the Tribunal asstjan individual to serve as a case manager omaler. It is the responsibility
the case manager to gather data from both SKATthadCompany and independently evaluate such dA&ginning in April 2014 th
Company provided information to the case managdée output of the case manager’s evaluation wilib®nbinding recommendation me
to the Tribunal on how the manager believes théuhal should decide the issues. During the sixthwended June 30, 2015 the «
manager issued a preliminary, non-binding recomratioid in favor of each of SKAF annual assessments. In June 2015, at the raxfube
case manager, the Company submitted additionalnmre#tion to the case manager in response to thérpnery recommendation. In t
submission, the Company reiterated its strong dibje¢co SKAT’s position and SKAT's assessments eittrated the merits of the Compasny’
position. It is anticipated that the case manamirissue the norbinding recommendation to the Tribunal before thd ef 2015. Th
Company will continue to monitor and evaluate thitter closely.

To date, the Company has received an assessmewty@zs for the next year in the examination cytfethis regard, the Compa
expects to receive an assessment for the yeari@@fe second half of 2015 (and the Company woujgket to receive the 2010 assessme
2016, and so forth). The Company expects the agtgeassessments for the years 202915 to be in excess of the amounts described .
as assessed for the years 2001 - 2008.

The Company maintains an uncertain tax liabilitgag$ated with this matter, the amount of whichasdd on a royalty methodolc
and royalty rates that the Company considers teeflective of market transactions. It is reasongidgsible the amount of unrecognized
benefits may change in the next twelve months. gimate of the amount of such change cannot be matigs time. In conjunction with tf
tax examination discussed above, during the yedececember 31, 2013 the Company received comdspoe from SKAT requesti
information regarding the royalty for the years 2@0rough 2011. The correspondence indicated tK&TSwould be evaluating the roya
paid for each of the years under examination. Tom@any has responded to SKATequest for information. During 2013, the Company
SKAT agreed that the examination of this issuetlieryears 20092011 would be placed on hold pending the outcontaefTribunal proces
although SKAT would continue to issue assessmentieacribed above. If the Company is not successfukfending its position before 1
Tribunal or in the Danish courts, the Company cdoddrequired to pay significant amounts to SKATektess of any related reserve
addition, the Company could choose to pursue &setnht with SKAT (which would be as part of a Béledl APA process), which could a
require the Company to pay significant amounts K&\'B in excess of any related reserve. Either oséheutcomes could have a matt
adverse impact on the Compasyrofitability and liquidity. In addition, priootany ultimate resolution of this issue before Thidunal or th
Danish courts, based on a change in facts andnegtzunces, the Company may be required to incréas@dertain tax liability associated w
this matter, which could have a material impacttemCompany's reported earnings.

As it relates to SKAT’s examination of other iterpsyticularly transactions between the Comparnyanish subsidiary and its fore
distribution subsidiaries, during the quarter endede 30, 2015, SKAT responded to the informatioovided to it by the Company. T
Company and SKAT continue to discuss various matfEne Company believes it has meritorious defeftweall items reported in the Dan
income tax returns.
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The aggregate amount of uncertain tax benefitalfanatters as of June 30, 2015 and December 34 @@s $46.7 million an§i47.¢
million (exclusive of interest and penalties), resively. Unrecognized tax benefits of $43.9 milliand $44.6 millioras of June 30, 2015 &
December 31, 2014, respectively, would impact tiiectve tax rate if recognized. The Company hagragpimately $10.7 million an®10.:
million of accrued interest and penalties at June2®15 and December 31, 2014, respectively.

During 2014, the Company was advised by the IR$ tth& years 2010 and 2011 would not be examinedhait2012 would
examined. That examination was finalized in theoadoquarter of 2015 with no material adjustmentgh\féw exceptions, the Company is
longer subject to tax examinations by the U.Sestatd local municipalities for periods prior to B0@nd in nond.S. jurisdictions for perioc
prior to 2001. As it relates to Sealy for yearsopitio the Sealy Acquisition, Sealy or one of ithsdiaries was required to file income
returns in the U.S. federal jurisdiction, and vascstates and foreign jurisdictions. Sealy).S. federal income tax returns and with
exceptions its foreign income tax returns are noyér subject to examination for years prior to 20G&nerally Sealg state and loc
jurisdiction income tax returns are no longer sabfe examination for years prior to 20:

In addition to the Danish tax matter described a&bdive Company is currently under examination hyous tax authorities around 1
world. The Company anticipates it is reasonablysfiide an increase or decrease in the amount otagnézed tax benefits could be mad
the next twelve months as a result of the stathitenitations expiring and/or the examinations lgeitoncluded on these returns. However
Company does not presently anticipate that anyeas® or decrease in unrecognized tax benefiteddlatthese other returns will be materi:
the consolidated financial statements.

(13) Major Customers

The top five customers accounted for 41.0% and%d4o4 the Company’s net sales for the three montige@ June 30, 2018nc
2014 , respectively. The top five customers acaadifivr 39.0% and 32.9%f the Company's net sales for the six months edded 30, 201
and 2014, respectively. Net sales from one custdMattress Firm Holding Corp.) represented morenth@.0% of net sales for tlieree an
six months ended June 30, 2015 and 2014 , whicbpeesented in the North America segment. The itap dustomers also accounted
39.6% and 32.0% of accounts receivable as of JOn2@L5 and December 31, 2014 , respectively.
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(14) Earnings Per Common Share

The following table sets forth the components & tlumerator and denominator for the computatiobasfc and diluted earnings
share for net income attributable to Tempur Seatgrhational. As presented on the Company's CoredieGsnsolidated Statement of Inco
the Company has included the effect of the $(0.dljaom and $0.9 millionComfort Revolution redemption value adjustment,afetex, for th
three and six months ended June 30, 2015 in Nefrecattributable to Tempur Sealy International,. Inelow. As of June 30, 2014,
accumulated earnings exceeded the redemption ealdeaccordingly, a redemption value adjustment neasnecessary for the three and
months ended June 30, 2014.

(in millions, except per common share amounts) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Numerator:
Net income (loss) attributable to Tempur Sealyrmé&onal, Inc. $ 21z % 22 $ 44€ $ 25.2

Denominator:

Denominator for basic earnings per common sharghted average shares 61.2 60.¢ 61.1 60.€
Effect of dilutive securities:

Employee stock-based compensation 1.1 — 1.2 1.1
Denominator for diluted earnings per common shaljasted weighted

average shares 62.4 60.¢€ 62.3 61.¢
Basic earnings per common share $ 0.3t % (0.04) $ 0.7z % 0.41
Diluted earnings per common share $ 034 § (0.09 $ 07z § 0.41

The Company excluded 0.1 million and 0.0 millisimares issuable upon exercise of outstanding sipt&ns for the three moni
ended June 30, 2015 and 2014 , respectively, aridded 0.4 million and 0.3 millioshares issuable upon exercise of outstanding siokdn:
for the six months ended June 30, 2015 and 20&dpectively, from the diluted earnings per commabare computation because their exe
price was greater than the average market pridenfpur Sealy International’s common stock or the&yewotherwise antiilutive. Holders ¢
non-vested stock-based compensation awards doaintaim voting rights or maintain rights to receamy dividends thereon.

(15) Segment Information

Effective January 1, 2015, the Company realignedrianizational structure in light of the progressde in 2013 and 2014 integral
Sealy into its business. As a result of these cbsnimformation that the Company's chief operatiegision maker regularly reviews
purposes of allocating resources and assessingrpemce changed such that it is based on geography.

As a result of this realignment, the Company uptlde segment reporting. Effective January 1, 2Qti8, Company operates iwo
segments: North America and International. Cormoogiterating expenses are not included in eithtreoegments and are presented sepa
as a reconciling item to consolidated results. €hsmegments are strategic business units that araged separately based on geography
North America segment consists of Tempur and Sewslgufacturing and distribution subsidiaries, joiehtures and licensees located in
U.S. and Canada. Our International segment consfs®®empur and Sealy manufacturing and distributsbsidiaries, joint ventures ¢
licensees located in Europe, Aftacific and Latin America. The Company evaluategrent performance based on net sales, gross pra
operating income.

The Companys North America and International segment assetade investments in subsidiaries which are appatgdy eliminate:
in the Company’s accompanying Condensed Consotideieancial Statements. The remaining irgegment eliminations are compriset
intercompany accounts receivable and payables.
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The historical information presented in the talllelow has been restated for the change in the csitigpoof the segments.

The following table summarizes total assets by sagm

(in millions) June 30, December 31,
2015 2014

North America $ 2577 $ 2,507.

International 481.¢ 474.:

Corporate 698.¢ 858.¢

Inter-segment eliminations (1,041.9) (1,177.¢

Total assets $ 2,716.¢ $ 2,662.¢

The following table summarizes property, planti equipment, net by segment:

(in millions) June 30, December 31,
2015 2014

North America $ 2417 $ 240.t

International b5.t 60.2

Corporate 61.4 54.¢

Total property, plant and equipment, net $ 3586 $ 355.¢

The following table summarizes segment informafmmthe three months ended June 30, 2015 :

(in millions) North America International Corporate Eliminations Consolidated
Bedding sales $ 604.¢ $ 106.¢ $ — 3 — $ 711.¢
Other sales 25t 27.5 — — 53.C
Net sales 630.1 134.] — — 764..
Inter-segment sales $ 18 $ 0z $ — 20 $ —
Gross profit 227.¢ 70.1 — — 297.t
Intersegment royalty expense (income) 1.8 (1.9 — — —
Operating income (loss) 64.€ 23.7 (36.9) — 52.C
Income (loss) before income taxes 62.1 20.¢ (53.6) — 29.5
Depreciation and amortizatiéh $ 11.€ $ 41 $ 10.¢ $ — 3 26.5
Capital expenditures 9.¢ 3.8 5.4 — 18.€

(1) Depreciation and amortization includes stbalsed compensation amortization expe
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The following table summarizes segment informafmmthe three months ended June 30, 2014 :

(in millions) North America International Corporate Eliminations Consolidated
Bedding sales $ 547.¢ % 1095 $ — 3 — $ 657.¢
Other sales 30.C 27.€ — — 57.€
Net sales 577.¢ 137.1 — — 715.(
Inter-segment sales $ 17 $ 01 $ — 3 1.8 $ —
Gross profit 194.5 73.€ — — 268.:
Intersegment royalty expense (income) 1.4 (1.9 — — —
Operating income (loss) 48.¢ 24.% (22.9) — 50.:
Income (loss) before income taxes 28.4 23.c (44.%) — 7.4
Depreciation and amortizatiéh $ 12.€ % 4€ $ 43 $ — 3 21k
Capital expenditures 2.4 3.4 3.8 — 9.1

(1) Depreciation and amortization includes stbalsed compensation amortization expe

The following table summarizes segment informafmrhe six months ended June 30, 2015 :

(in millions) North America International Corporate Eliminations Consolidated
Bedding sales $ 1,163.c $ 2237 % — — 3 1,387.:
Other sales 61.C 55.¢ — — 116.¢
Net sales 1,224.: 279.t — — 1,503.¢
Inter-segment sales $ 3E % 02 $ — 3.8 $ —
Gross profit 430.5 145.5 — — 576.2
Intersegment royalty expense (income) 384 (3.9 — — —
Operating income (loss) 122t 49.C (65.7) — 106.4
Income (loss) before income taxes 118.¢ 46.1 (100.7) — 64.€
Depreciation and amortizatiéh $ 222 % 81 $ 18.C $ — $ 48.2
Capital expenditures 18.1 5.4 10.t — 34.C

(1) Depreciation and amortization includes stbelsed compensation amortization expe
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The following table summarizes segment informafarthe six months ended June 30, 2014 :

(in millions) North America International Corporate Eliminations Consolidated
Bedding sales $ 1,065.( $ 2284 % — 3 — $ 1,293.c
Other sales 65.5 58.C — — 123t
Net sales 1,130.! 286.< — — 1,416.¢
Inter-segment sales $ 18 $ 01 $ — 3 ae $ —
Gross profit 380.¢ 156.¢ — — 537.¢
Intersegment royalty expense (income) 2.6 (2.9 — — —
Operating income (loss) 101.¢ 57.¢ (47.0 — 112.5
Income (loss) before income taxes 79.¢ 55.2 (88.5) — 46.¢€
Depreciation and amortizatiéh $ 25¢ % 82 $ 112 $ — 3 45k
Capital expenditures 7.1 5.8 4.t — 16.¢

(1) Depreciation and amortization includes stbalsed compensation amortization expe

The following table summarizes property, plant agdipment, net by geographic region:

(in millions) June 30, December 31,
2015 2014

United States $ 295.¢ $ 287.:

Canada 7.t 8.C

Other International b5.t 60.3

Total property, plant and equipment, net $ 358.6 $ 355.¢

Total International $ 63.C $ 68.%

The following table summarizes net sales by gedgcagion:

(in millions) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

United States $ 580.¢ $ 524.: % 1,128.¢ $ 1,028.:
Canada 49.4 53.€ 95.¢ 102.2
Other International 134.1 137.1 279. 286.¢

Total net sales $ 764.¢  $ 715 $ 1,503.¢ % 1,416.¢
Total International $ 183t % 190.7 $ 3751 $ 388.¢
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(16) Guarantor/Non-Guarantor Financial Information

The $375.0 million aggregate principal amount @&76% senior notes due 2020 (the "Senior Notes") are rgénmsecured seni
obligations of Tempur Sealy International and afé/fand unconditionally guaranteed on a senioregosged basis, jointly and severally, by
of Tempur Sealy International’s 100%irectly or indirectly owned current and future destic subsidiaries (the "Combined Guara
Subsidiaries"). The foreign subsidiaries (the "Camtd NonGuarantor Subsidiaries") represent the foreign atpmrs of the Company and
not guarantee the Senior Notes. A subsidiary guaramill be released from its obligations under thdenture governing the Senior Nc
when: (a) the subsidiary guarantor is sold or s&lllor substantially all of its assets; (b) thdsidiary is declared "unrestricted" under
indenture governing the Senior Notes; (c) the slidgi’'s guarantee of indebtedness under the 2012 Crgdéefnent (as it may be amenc
refinanced or replaced) is released (other thamsehdrge through repayment); or (d) the requireméait legal or covenant defeasanc
discharge of the indenture have been satisfied.pFimeipal elimination entries relate to investneeint subsidiaries and intercompany bala
and transactions, including transactions with teen@any’s wholly-owned subsidiary guarantors and-gearantor subsidiaries. The Comp
has accounted for its investments in its subsieaninder the equity method.

The following financial information presents Conded Consolidated Balance Sheets as of June 30,a2@ilBecember 31, 2014he
Condensed Consolidated Statements of Income ang@bensive Income for the three and six monthseddee 30, 2015 and 2014nd th
Condensed Consolidated Statements of Cash Flowthdaix months ended June 30, 2015 and 2014 foplie Sealy International, Combir
Guarantor Subsidiaries and Combined Non-Guarantbsi8iaries.
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TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Statements op€rations and Comprehensive Income
Three Months Ended June 30, 2015

Net sales $
Cost of sales

Gross profit
Selling and marketing expenses
General, administrative and other expenses

Equity income in earnings of unconsolidated
affiliates

Royalty income, net of royalty expense

Operating (loss) income

Other expense, net:
Third party interest expense, net
Intercompany interest expense (income), net

Interest expense, net
Other expense, net

Total other expense

Income from equity investees

Income before income taxes
Income tax benefit (provision)

Net income before non-controlling interest

Less: Net (loss) attributable to non-controlling
interest

Net income attributable to Tempur Sealy
International, Inc. $

Comprehensive income attributable to Tempu

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
— 3 592t $ 184.2 $ (12.3) $ 764.4
— 378.% 100.t (12.9) 466.¢
— 213.¢ 83.7 — 297.k
0.¢ 123.2 44 .4 — 168.¢
7.2 60.¢ 16.¢ — 85.1
— — (3.9) — (3.9)
— (4.9 — — (4.9)
(8.2) 34.2 25.¢ — 52.C
6.7 13.2 0.€ — 20.t
8.2 (8.9 0.7 — —
14.¢ & 1.3 — 20.5
— 0.€ 1.€ — 2.2
14.¢ 4.¢ 2.8 — 22.7
37.4 17.7 — (55.7) —
14.2 47.2 22.¢ (55.J) 29.:
6.7 (9.9 (5.2 — (8.9
21.C 37.2 17.7 (55.7) 21.C
(0.2 (0.2) — 0.2 (0.2
21z % 37€ $ 177 % (55.9) 21.2
284 % 374 $ 254 % (62.¢) 28.4

Sealy International, Inc.
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TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Statements op€rations and Comprehensive Income
Three Months Ended June 30, 2014

Net sales $
Cost of sales

Gross profit
Selling and marketing expenses
General, administrative and other expenses

Equity income in earnings of unconsolidated
affiliates

Royalty income, net of royalty expense

Operating (loss) income

Other expense, net:
Third party interest expense, net
Intercompany interest expense (income), net

Interest expense, net
Loss on disposal, net
Other (income) expense, net

Total other expense, net

Income from equity investees

(Loss) income before income taxes
Income tax benefit (provision)

Net (loss) income before non-controlling interest

Less: Net (loss) attributable to non-controlling
interest

Net (loss) income attributable to Tempur Sealy
International, Inc.

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
— 3 536.z $ 190.¢ $ (12.1) $ 715.C
— 357.% 101.1 (12.3) 446.7
178.k 89.¢ — 268.:
0.4 109.1 457 — 155.2
1.t 49.£ 18.€ — 69.5
— — (2.1) — (2.1
— (4.6 — — (4.€)
(1.9 24.€ 27.€ — 50.2
6.€ 15.7 0.7 — 23.C
8.2 (8.6 0.4 — —
14.¢ 7.1 1.1 — 23.C
— 20.4 — 20.4
— (0.7) 0.2 — (0.5)
14.¢ 26.¢ 1.3 — 42.¢
8.t 20.4 — (28.9) —
(8.2) 18.2 26.2 (28.9) 7.4
5.8 (9.7 (5.9 — (9.9)
(2.9) 8.t 20.4 (28.9) (2.4)
(0.2) (0.2) — 0.2 (0.2)
22 $% 87 $ 204 % (29.7) $ (2.2)
01 $ 108§ 22C $ (32.¢) $ 0.1

Comprehensive income attributable to Tempur
Sealy International, Inc. $
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TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Statements op€rations and Comprehensive Income
Six Months Ended June 30, 2015

Net sales $
Cost of sales

Gross profit
Selling and marketing expenses
General, administrative and other expenses

Equity income in earnings of unconsolidated
affiliates

Royalty income, net of royalty expense

Operating (loss) income

Other expense, net:
Third party interest expense, net
Intercompany interest expense (income), net

Interest expense, net
Other expense, net

Total other expense, net

Income from equity investees

Income before income taxes
Income tax benefit (provision)

Net income before non-controlling interest

Less: Net income attributable to non-controlling
interest

Net income attributable to Tempur Sealy
International, Inc. $

Comprehensive income attributable to Tempu

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
— 3 1,151.0 $ 3771 % (24.5) $ 1,503.¢
— 746. 205.¢ (24.5) 927.%
— 404.¢ 171.3 — 576.2
1.7 228.7 92.C — 322.¢
11.1 118.: 33.4 — 162.¢
— — (6.4) — (6.4)
— (9.0 — — (9.0)
(12.¢) 66.¢ 52.2 — 106.<
13.4 26.2 1.3 — 40.¢
16.4 a7 1.3 — —
29.¢ 8.t 2.€ — 40.¢
— 0.t 0.4 — 0.¢
29.¢ 9.C 3.C — 41.¢
75.C 38.€ — (113.¢) —
32.4 96.5 49.% (113.6) 64.€
13.€ (21.5) (10.7) — (18.€)
46.C 75.C 38.€ (113.6) 46.C
1.4 14 — (2.4 14
44¢€¢ $ 736 $ 38t $ (112.2) 44.€
156 $ 736 $ 71 % (80.7) 15.€

Sealy International, Inc.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Statements op€rations and Comprehensive Income
Six Months Ended June 30, 2014

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
Net sales $ — 1,044 $ 388.6 $ (16.9 $ 1,416.¢
Cost of sales — 697.7 197.¢ (16.9) 879.1
Gross profit 346.¢ 191.C — 537.¢
Selling and marketing expenses 0.€ 204.t 92.¢ — 298.2
General, administrative and other expenses 5.7 98.: 35.¢ — 139.¢
Equity income in earnings of unconsolidated
affiliates — — (3.9 — (3.9
Royalty income, net of royalty expense — (9.1 — — (9.7
Operating (loss) income (6.€) 53.1 66.2 — 112.5
Other expense, net:
Third party interest expense, net 13.4 30.¢ aL[© — 45.Z
Intercompany interest expense (income), net 16.Z (17.3) 1.C — —
Interest expense, net 29.7 13.5 2.C — 452
Loss on disposal, net — 20.£ — — 20.4
Other (income) expense, net — 0.9 14 — 0.t
Total other expense, net 29.7 33.C 3.4 — 66.1
Income from equity investees 49.2 48.¢ — (97.9) —
Income before income taxes 12.€ 68.7 62.¢ (97.9) 46.€
Income tax benefit (provision) 12.4 (29.5) (14.2) — (21.9
Net income before non-controlling interest 25.¢ 49.7 48.€ (97.9) 25.¢
Less: Net income attributable to non-controllir
interest 0.1 0.1 — (0.2 0.1
Net income attributable to Tempur Sealy
International, Inc. 25z $ 49.1 $ 48.€ $ 97.7) $ 25.2
Comprehensive income attributable to Tempur
Sealy International, Inc. $ 291 % 51t § 50.z % (101.7) $ 29.1
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Balance Sheets
June 30, 2015

(in millions)
Tempur Sealy Combined Combined Non-
International, Inc. Guarantor Guarantor
(Ultimate Parent) Subsidiaries Subsidiaries Eliminations Consolidated
ASSETS
Current Assets:
Cash and cash equivalents $ — 9.C $ 26.£ % —  $ 35.4
Accounts receivable, net — 279.¢ 144.¢ — 424,
Inventories, net — 170.¢ 61.C — 231.¢
Income taxes receivable 174.¢ 8.€ — (174.9 8.€
Prepaid expenses and other current assets 0.€ 33t 27.¢ — 61.¢
Deferred income taxes 14.: 30.¢ 6.1 — 51.z
Total Current Assets 189.: 532.t 266.2 (174.9 813.¢
Property, plant and equipment, net — 295.¢ 63.C — 358.€
Goodwill — 501.: 220.7 — 722.(
Other intangible assets, net — 618.¢ 93.£ — 712.%
Deferred tax asset — — 9.2 — 9.2
Other non-current assets 6.C 55.5 39.7 — 101.2
Net investment in subsidiaries 1,928.¢ — — (1,928.¢) —
Due from affiliates 103.1 2,174.: 6.7 (2,283.9) —
Total Assets $ 2,227 $ 4,177¢ $ 698.¢ $ (4,386.9) $ 2,716.¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable $ — 3 206.t $ 55 % — 261.t
Accrued expenses and other current liabilities 1.2 184.¢ 61.£ — 247
Deferred income taxes — — 0.2 — 0.2
Income taxes payable — 167.C 7.4 (174.9 —
Current portion of long-term debt — 60.€ 5.2 — 66.C
Total Current Liabilities 1.3 619.1 129.2 a74.9) 575.2
Long-term debt 375.( 1,135.( — — 1,510.(
Deferred income taxes — 221.¢ 27.4 — 249.3
Other non-current liabilities — 108.c 6.8 — 115.1
Due to affiliates 1,583.¢ 165.( 698.( (2,446.9) —
Total Liabilities 1,959.° 2,249.: 861. (2,620.9) 2,449.¢
Redeemable non-controlling interest 14.€ 14.€ — (14.¢) 14.¢
Total Stockholders’ Equity 252.% 1,914.( (162.5 (1,751.9) 252.%
Total Liabilities, Redeemable Non-Controlling Irest
and Stockholders’ Equity $ 2,227 $ 4,177.¢  $ 698.¢ $ (4,386.) $ 2,716.¢
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Balance Sheets
December 31, 2014

(in millions)
Tempur Sealy Combined Combined Non-
International, Inc. Guarantor Guarantor
(Ultimate Parent) Subsidiaries Subsidiaries Eliminations Consolidated
ASSETS
Current Assets:
Cash and cash equivalents $ 04 $ 255 % 36.6 % —  $ 62.
Accounts receivable, net — 241.% 144.¢ — 385.¢
Inventories, net — 158.< 58.¢ — 217.2
Income taxes receivable 144.1 — — (144.) —
Prepaid expenses and other current assets — 28.2 28.% — 56.5
Deferred income taxes 12.4 26.¢ 5.2 — 44.£
Total Current Assets 156.¢ 480.( 273.€ (144.7) 766.4
Property, plant and equipment, net — 287.% 68.2 — 355.€
Goodwill — 557.2 179.c — 736.k
Other intangible assets, net — 611.¢ 115.2 — 727.1
Deferred tax asset — — 8.€ — 8.€
Other non-current assets 6.2 46.4 15.7 — 68.4
Net investment in subsidiaries 1,808.¢ — — (1,808.9) —
Due from affiliates 51.4 2,226.( 5.2 (2,282.) —
Total Assets $ 2,023.( $ 4,208.¢ $ 666.C $ (4,235.) $ 2,662.¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable $ — 3 170«  $ 56.C $ — 226.¢
Accrued expenses and other current liabilities 1.4 166.1 65.¢ — 233.%
Deferred income taxes — — 0.2 — 0.2
Income taxes payable — 163.( (6.9) (144.7 12.C
Current portion of long-term debt — 61.€ 4.€ — 66.4
Total Current Liabilities 14 561.: 119.7 (144.) 538.:
Long-term debt 375.( 1,160.¢ — — 1,535.¢
Deferred income taxes — 229.1 29.7 — 258.¢
Other non-current liabilities — 109.: 5.C — 114.:
Due to affiliates 1,431.0 340.2 849.4 (2,620.9) —
Total Liabilities 1,807." 2,400.¢ 1,003.¢ (2,765.0) 2,447
Redeemable non-controlling interest 12.€ 12.¢ — (12.¢) 12.€
Total Stockholders’ Equity 202.% 1,795. (337.9 (1,457.9 202.%
Total Liabilities, Redeemable Non-Controlling Irest
and Stockholders’ Equity $ 2,023.( $ 4,208.L $ 666.C $ (4,235.) $ 2,662.¢
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

Supplemental Condensed Consolidated Statements oagh Flows

Six Months Ended June 30, 2015

Net cash (used in) provided by operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES:

Proceeds from disposition of business
Purchases of property, plant and equipment
Other

Net cash (used in) investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES:

Proceeds from borrowings under long-term debt

obligations

Repayments of borrowings under long-term d:
obligations

Net activity in investment in and advances from

(to) subsidiaries and affiliates
Proceeds from exercise of stock options

Excess tax benefit from stock based
compensation

Treasury stock repurchased
Other

Net cash provided by (used in) financing
activities

NET EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS

Decrease in cash and cash equivalents

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF 3

PERIOD

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
(49.60 $ 31€¢ $ 191 $ —  $ 1.1
— 7.2 — — 7.2
— (27.¢) (6.2) — (34.0
— — (0.1) — (0.3)
— (20.6) (6.9 — (26.9)
— 283.( — — 283.(
— (3115 — — (3119
25.2 3.1 (28.9) —
10.5 — — — 10.t
14.7 — — — 14.7
(1.2 — — — (1.2
— (2.1 0.8 — (1.2
49.2 (27.5) (27.9) — (5.7
— — 4.4 — 4.4
(0.9 (16.5) (10.2) — (27.7)
0.4 25t 36.€ — 62.5
— ¢ 9.C $ 264 % —  $ 35.4
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (unaudited) (continued)

TEMPUR SEALY INTERNATIONAL, INC.
Supplemental Condensed Consolidated Statements oagh Flows
Six Months Ended June 30, 2014

Net cash (used in) provided by operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES:

Acquisition of businesses, net of cash acquired

Proceeds from disposition of business
Purchases of property, plant and equipment
Other

Net cash provided by (used in) investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES:

Proceeds from borrowings under long-term de
obligations

Repayments of borrowings under long-term debt

obligations

Net activity in investment in and advances fro
(to) subsidiaries and affiliates

Proceeds from exercise of stock options

Excess tax benefit from stock-based
compensation

Treasury stock repurchased
Other

Net cash provided by (used in) financing
activities

NET EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS

Increase (decrease) in cash and cash equival

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF 3

PERIOD

(in millions)
Tempur Sealy Combined
International, Combined Non-
Inc. (Ultimate Guarantor Guarantor
Parent) Subsidiaries Subsidiaries Eliminations Consolidated
(3260 $ 53.¢ 51.1 $ 72.4
— (0.2) 0.2 —
— 46.2 — 46.5
— (11.9) (5.€) (16.9
— 0.1 (2.2) (2.7
— 34.¢ (7.€) 27.2
— 106.k — 106.5
— (169.7) — (169.0)
29.¢ 24t (54.9) —
3.t — — 3.t
g — — N5
(2.2) — (2.2)
— (0.9 1.C 0.2
32.7 (38.9) (53.9) (59.€)
— — 0.4 0.4
0.1 49.¢ (9.5) 40.5
— 30.¢ 50.1 81.C
01 $ 80.¢ 40.€ $ 121.t

36




Table of Contents

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

The following discussion and analysis should bedré@a conjunction with the accompanying CondensedisClidated Financiz
Statements and accompanying notes included inRbisn 10Q. Unless otherwise noted, all of the financialomfation in this Report
consolidated financial information for the Comparijhe forwardlooking statements in this discussion regarding th&ttress and pillo
industries, our expectations regarding our strategyr future performance, liquidity and capital cesces and other nohistorical statemen
in this discussion are subject to numerous riskd ancertainties. See "Special Note Regarding FodAaroking Statements" and "R
Factors" elsewhere in this quarterly report on Folif-Q and in our Annual Report on Form KOfor the year ended December 31, 2014.
actual results may differ materially from those tned in any forward-looking statements.

In this discussion and analysis, we discuss anthexthe consolidated financial condition and resoif operations for the three ¢
six months ended June 30, 2015, including the¥ahg topics:

* an overview of our business and strat

» factors impacting results of operatic

» results of operations including our net sales adscin the periods presented as well as changesde period:
» expected sources of liquidity for future operaticars

» our use of certain noBAAP financial measure

Business Overview
General

We are the world's largest bedding provider. Weettgy, manufacture, market, and distribute beddioglycts, which we sell globa
in approximately 100 countries. Our brand portfatioludes many of the most highly recognized brandse industry, including TEMPUR®
Tempur-Pedic®, Sealy®, Sealy Posturepedic®, Optiftynand Stearns & Foster@ur comprehensive suite of bedding products ofé
variety of products to consumers across a broagkerahchannels.

Our Channels

We sell our products through two distribution chalsnin each segment: Retail (furniture and beddetgilers, department stor
specialty retailers and warehouse clubs); and Qittiszct-to-consumer through e-commerce platfortesppanyewned stores and call cent
third party distributors, hospitality and healtheaustomers).

Segments

Effective January 1, 2015, we realigned our orgational structure and updated our segments in tifttte progress made in 2013
2014 integrating Sealy into the business. Our wgtlaperating segments are North America and Intierrel. Corporate operating expenses
not included in either of the segments and aregmtesl separately as a reconciling item to conslitleesults. These segments are stre
business units that are managed separately basgedogmaphy. Our North America segment consistseshgur and Sealy manufacturing
distribution subsidiaries, joint ventures and lisees located in the U.S. and Canada. Our Intenatsegment consists of Tempur and S
manufacturing and distribution subsidiaries, jousintures and licensees located in Europe, Rsigific and Latin America. We evalu
segment performance based on net sales, grossqrdfoperating income.

Strategy

We are the world largest bedding provider and the only providethwglobal scale. We believe our future growth potgns
significant in our existing markets and through agion into new markets. Our goal is to improve dleep of more people, every night,
around the world. It is our goal to become the raailkader in every country we operate in. In otdeschieve our longerm growth potentii
while managing the current economic and competigivgironment, our strategy will focus on the follag key strategic priorities: leveragi
and strengthening our comprehensive portfolio amhic brands and products; expanding global distidnuand seeking highest de:
advocacy; expanding margins with a focus on dri\giggnificant cost improvement; leveraging our globkzale for competitive advantage; ¢
where appropriate, making accretive acquisitioncefhsees and joint ventures. Successful execufidhese strategic priorities is expecte
result in above-industry sales and earnings granthstrong cash flow that will be used to reduda dad return value to stockholders.
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Factors That Could Impact Results of Operations

The factors outlined below could impact our futvesults of operations. For more extensive discassfdhese and other risk factc
please refer to "Risk Factors", under Part |, ITEMof our Annual Report on Form 10-K for the yeaded December 31, 2014 .

General Business and Economic Conditions

Our business has been affected by general busamesg&conomic conditions, and these conditions chalkk an impact on futt
demand for our products. The global economic emvitent continues to be challenging, and we expectititertainty to continue. We contil
to make strategic investments, including: introdganew products; investing in increasing our gldirand awareness; extending our pres
and improving our Retail account productivity anidtrdbution; investing in our operating infrastrucd to meet the requirements of
business; and taking other actions to further gtiean our business.

Exchange Rate

As a multinational company, we conduct our busirasa wide variety of currencies and are therefaubject to market risk f
changes in foreign currency exchange rates. Forigrency exchange rate movements also createraalefrisk by affecting the U.S. dol
value of sales made and costs incurred in foreigreacies. We use foreign exchange forward corgrtacianage a portion of the exposul
the risk of the eventual net cash inflows and oufl resulting from foreign currency denominatechsections between our subsidiaries
their customers and suppliers, as well as amontinesubsidiaries. These hedging transactions nwdysacceed in managing our fore
currency exchange rate risk. Consequently, ourrteg@arnings and financial position could fluceuataterially as a result of foreign exchs
gains or losses. Additionally, the operations of fueign currency denominated subsidiaries reisulbreign currency translation fluctuatic
in our consolidated operating results. These ojpersitdo not constitute transactions which qualdy fiedge accounting treatment. There!
we do not hedge the translation of foreign currempgrating results into the U.S. dollar. Shouldency rates change sharply, our results ¢
be negatively impacted. Foreign currency exchaatge changes negatively impacted our net incomeppyoaimately 11.8% and 18.1% the
three and six months ended June 30, 2015, respBctivbhroughout the second half of 2015, we exf@eign currency exchange rate char
will continue to negatively impact our results g@ieosations when compared to the prior year.

Competition

Participants in the bedding industry compete pritmam price, quality, brand name recognition, protlavailability, and produ
performance. We compete with a number of differigpes of mattress alternatives, including standamgrspring mattresses, viscoela
mattresses, foam mattresses, hybrid innerspring/ioattresses, futons, air beds and othes@dported mattresses. These alternative prc
are sold through a variety of channels, includingniture and bedding stores, department storess rmeeschants, wholesale clubs, Inter
telemarketing programs, television infomercialg\vesion advertising and catalogs.

Our North America segment competes in the non-sprérg, innerspring and hybrid mattress categogas, contributed 82.5%nc
81.4% of our net sales for the three and six moattged June 30, 2015espectively. These mattress categories areyhighthpetitive, witl
many competitor products supported by aggressiwketing campaigns and promotions. As a result of ¢ompetition, our results could
impacted.

Gross Margins

Our gross margin is primarily impacted by the riglaamount of net sales contributed by our Temmar Sealy products. Our Se
products have a significantly lower gross margianttour Tempur products. Our Sealy mattress prodacige from value to premium pric
offerings, and gross margins are typically highepoemium products compared to value priced offgrifOur Tempur products are exclusi
premium priced products. As sales of our Sealy petalincrease relative to sales of our Tempur prtsdwur gross margins will be negati
impacted in both our North America and Internatisegments. Due to the anticipated growth of Spabyglucts sold through our Internatic
segment, we expect this change in product mix fawarably impact our gross margin in 2015 as coregbao prior years. Additionally, sales
our Tempur products in our International segmentehhistorically had higher gross margins than tleenpur products sold in our No
America segment.
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Our gross margin is also impacted by fixed costilage; the cost of raw materials; operational iefficies due to the utilization in ¢
manufacturing facilities; product, channel and gappic mix; foreign exchange fluctuations; volunmeentives offered to certain re
accounts; participation in our retail cooperativlvertising programs; and costs associated with pesluct introductions. Future change
raw material prices could have a significant impactour gross margin. Our margins are also impaljethe growth in our Retail channel
sales in our Retail channel are at wholesale prideseas direct-to-consumer sales are at retagri

Throughout the remainder of 2015, we expect gromsgyim to benefit from improvement in our North Anearsegment gross marg
primarily driven by sourcing improvements, opera#ibefficiencies and pricing actions. We expecs thiprovement to be partially offset b
decrease in the gross margin in our Internatioegh®nt, which we expect will decrease as a re$utleintroduction of Sealy products ¢
unfavorable foreign exchange.

New Product Development and Introduct

Each year we invest significant time and resouicegesearch and development to improve our prodffetings. There are a numl
of risks inherent in our new product line introdoos, including that the anticipated level of markeceptance may not be realized, w
could negatively impact our sales. Also, produtitoiduction costs, the speed of the rollout of thedpct and manufacturing inefficiencies r
be greater than anticipated, which could impacfifadaility. We do not expect significant new produrtroductions for the remainder of 2015.

Financial Leverage and Liquidit

As of June 30, 2015 , we had $1,576.0 million dftdeutstanding, and our stockholders’ equity was2$2 million. Higher financie
leverage makes us more vulnerable to general aghampetitive, economic and industry conditionseréhcan be no assurance that
business will generate sufficient cash flow froneigiions or that future borrowing will be availabfes of June 30, 20150ur ratio of funde
debt less qualified cash to EBITDA in accordancthulie Company's 2012 Credit Agreement was 3.88gjmwithin the covenant in our de
agreements which limited this ratio to 4.75 timeso&June 30, 2015 . For more information on tlis-@AAP measure and compliance v
our 2012 Credit Agreement, please refer to thd@eset forth below "Non-GAAP Financial Information

Integration

Our acquisition of Sealy and its subsidiaries (l$escquisition”) was significant, and the organipaal integration of the lega
Tempur and Sealy businesses is complete. ThroudH,20e aligned our organizational structure by ldisthing common leadership ¢
realigning employees throughout the business. difyanizational integration resulted in relocatiseyerance and retention program costs
operational integration of the legacy Tempur andlysbusinesses is ongoing in our North America brdrnational segments. In our Nc
America segment, we are consolidating our distiiloutnetwork and restructuring our Sealy domesticnufiacturing facilities. In ot
International segment, we have acquired the Sealgdorights for continental Europe and Japan ardrdaroducing Sealy products in th
markets. In 2015, we will continue to focus on aditating our distribution network, transformingrobealy domestic manufacturing facilit
and introducing Sealy products in Europe and Japan.

We currently expect integration activities to cang through 2016. However, we expect the levehtdgration expense to decre
over the remainder of 2015 and 2016. If we are lenabefficiently complete our integration initiedis, this could disrupt our product suf
and increase our distribution and other operatiosts The integration may also impose substangatahds on our management and
employees, and we may also experience difficuitienaintaining employee morale and retaining kepleyees.

Certain Foreign Legal Proceedings

As described in Notes 11 and 12 to the Notes tod€nsed Consolidated Financial Statements includeehit | of this Report, tl
Company is the subject of an antitrust investigaby the German Foreign Cartel Office and signiftcautstanding tax assessments assert
the Danish taxing authority. Any decision by then@any to achieve negotiated settlements of eithérese matters, or if the Company c
not enter into negotiated settlements of theseargtany negative outcome in any related legalg@dings, could require the Company to n
significant payments, which could have a materilesise effect on the Company’s results of operaterd liquidity.
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Results of Operations
A summary of our results for the three months entleg: 30, 2015 include:

» Total net sales increased 6.9% to $764.4anilfrom $715.0 million in the second quamér2014. On a constant currency be
(see below), total net sales increased 10.9%, ddttble digit growth in both the North America amdelrnational segments.

e Gross margin under U.S. generally accepted axtowy principles ("GAAP") was 38.9% as compared 3@.5% in the secon
quarter of 2014 . Adjusted gross margin, which ison-GAAP financial measure, was 39.4% as condptare37.6% in thesecon:
quarter of 2014 , driven by solid improvemenginss margin of the North America segment.

» Operating income was $52.0 million as compaced50.3 million in the second quarter of 20Xperating income included $!
million of integration costs and $11.7 million afditional costs related to the Company's 2015 Ahkleeting of Stockholders ("20.
Annual Meeting") and related issues, the termimatibour Chief Executive Officer ("CEQ") in the seal quarter of 2015 and rela
retention compensation. Operating income in thersgquarter of 2014 included $5.6 milliohintegration costs. Adjusted opera
income, which is a non-GAAP financial measure, %a8.4 million , or 9.2% of net sales, as compace#i35.9 million , or 7.8%of
net sales in the second quarter of 2014 .

* Netincome increased $21.2 million as compared to net loss of $(2.2)ionlin the second quarter of 204hich included a $20
million loss on the disposal of the Company's ispeng component production facilities recordedhie second quarter of 2014. ~
Company reported adjusted net income, which isre®AAP financial measure, of $33.3 milli@s compared to adjusted net inct
of $24.0 million in the second quarter of 20lah,increase of 38.8%0n a constant currency basis, adjusted net indoorease
49.2%.

e Earnings per diluted share ("EPS") increase®@34 as compared to $(0.04) in the secondteuef 2014. Adjusted EPS, whic
is a non-GAAP financial measure, increased 35.998Qb3 as compared to adjusted EPS of $0.3®einsecond quarter of 2014
On a constant currency basis, adjusted EPS incteds2%.

A summary of our results for the six months endeteJ30, 2015 include:

* Net salesincreased 6.1% to $1,503.9 million from $1,416.dliari in the six months ended June 30, 201driven by stron
performance in the North America segment. On atemgurrency basis, total net sales increasedd.0.2

* Netincome increase77.0% to $44.6 million from $25.2 million in thexsnonths ended June 30, 2014

* EPS increased 75.6% to $0.72 from $0.41 in ithenenths ended June 30, 2014

For a discussion and reconciliation of all GAAPaftial results to their related n@AAP financial measures as discussed at
refer to the non-GAAP financial information settfobelow under the heading "Non-GAAP Financial mifation".

We may refer to net sales or earnings or otheotiéstl financial information on a “constant currgngasis”, which is a noGAAP
financial measure. These references to constangroay basis do not include operational impacts ¢oatd result from fluctuations in forei
currency rates. To provide information on a contstamrency basis, the applicable financial resaits adjusted based on a simple mathem
model that translates current period results iallcarrency using the comparable prior year pesadirrency conversion rate. This approau
used for countries where the functional currencthélocal country currency. This information i®yided so that certain financial results
be viewed without the impact of fluctuations in dmn currency rates, thereby facilitating perioghtmiod comparisons of busin
performance. Constant currency information is remognized under U.S. GAAP, and it is not intendedaa alternative to U.S. GA/
measures. Refer to ITEM 3 under Part | of this Repo
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The following table sets forth the various compdeeof our Condensed Consolidated Statements ofmac@and expresses e

component as a percentage of net sales:

($ in millions)

Net sales

Cost of sales

Gross profit

Selling and marketing expenses

General, administrative and other

Equity income in earnings of unconsolidated affid&a
Royalty income, net of royalty expense

Operating income

Other expense, net:
Interest expense, net
Loss on disposal, net
Other expense (income), net
Total other expense, net

Income before income taxes
Income tax provision
Net income (loss) before non-controlling interest
Less: Net (loss) income attributable to non-colfitrglinterest?-
Net income (loss) attributable to Tempur Sealyrimgional, Inc.

Earnings per common share:
Basic
Diluted

Weighted average common shares outstanding:
Basic

Diluted

Three Months Ended June 30,

764. 1000 % $  715( 100.0 %
466.¢ 61.1 446.7 62.
297.¢ 38.¢ 268.: 37.F
168.¢ 22.1 155.2 21.7
85.1 11.C 69. 9.7
(3.9) (0.9) (2.1) (0.9)
(4.9) (0.6) (4.6) (0.6)
52. 6. 50.2 7.C
20. 2.7 23. 3.2
— — 20.4 2.¢
2.2 0.2 (0.5) (0.7)
22.7 3.C 42.¢ 6.C
29.% 3. 7.4 1.0
(8.9) (1.0 (9.9) (1.9
21.C 2.8 (2.9) (0.9)
(0.2) — 0.2) —
21.2 28% $ (2.2) 0.9%
0.3t $  (0.09
0.34 $  (0.09
61.2 60.€
62. 60.€

(1) Loss attributable to the Company's redeemadiecontrolling interest in Comfort Revolution, LLC ftle three months ended June 30, 2015 and

represented $(0.1) million and $(0.2) million, resfively.

(2) The Company recorded a $(0.1) million redemptioneadjustment, net of tax, for the three monthdednJune 30, 2015 to adjust the carrying valt
the redeemable narentrolling interest as of June 30, 2015 to itserefdtion value. As of June 30, 2014, the accumulattiings exceeded t
redemption value and, accordingly, a redemptionevaldjustment was not necessary for the three mamnttied June 30, 2014.
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($ in millions)

Net sales

Cost of sales

Gross profit

Selling and marketing expenses

General, administrative and other

Equity income in earnings of unconsolidated affid&a
Royalty income, net of royalty expense

Operating income

Other expense, net:
Interest expense, net
Loss on disposal, net
Other expense, net

Total other expense, net

Income before income taxes
Income tax provision
Net income before non-controlling interest
Less: Net income attributable to non-controllinteiest®:?
Net income attributable to Tempur Sealy Internatlpmc.

Earnings per common share:
Basic
Diluted

Weighted average common shares outstanding:
Basic

Diluted

Six Months Ended June 30,

2015
$ 1,503.¢ 100.C % $ 1,416.¢ 100.C %
927 61.7 879.1 62.C
576.2 38. 537.¢ 38.C
322.2 21.4 208. 21.(
162.¢ 10.€ 139.¢ 9.
(6.9) (0.4) (3.9 0.9)
(9.0) 0.6) (9.1) (0.6)
106.2 7.1 112.7 8.C
40.¢ 2.7 452 3.2
— _ 20.2 15
0. 0.1 0.5 —
41.¢ 2.8 66.1 4.7
64.€ 4.3 46.€ 2
(18.6) 1.2) 1.9 (1.5)
46.( 3.1 25.2 1.8
1.4 0.1 0.1 _
$  44¢ 30% $ 257 1.6%
$ 0.7¢ $ 041
$ 0.7z $ 041
61.1 60.€
T 62% eLe

(1) Income attributable to the Company's redeeemabheontrolling interest in Comfort Revolution, LLC ftine six months ended June 30, 2015 and

represented $0.5 million and $0.1 million, respadti.

(2) The Company recorded a $0.9 million redemption e@djustment, net of tax, for the six months entigte 30, 2015 to adjust the carrying value o
redeemable nonentrolling interest as of June 30, 2015 to iteragdtion value. As of June 30, 2014, the accumulesedings exceeded the redemp
value and, accordingly, a redemption value adjustmes not necessary for the six months ended 30n2014.
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CONSOLIDATED SUMMARY

Net sales and gross prof

(in millions, Three Months Ended June 30, Six Months Ended June 30,
except percentages) 2015 2014 % Change 2015 2014 % Change
Net sales $ 764 .2 $ 715.C 6.€% 1,503.¢ $ 1,416.¢ 6.1%

Net sales by segment:

North America $ 630.: $ 577.¢ 9.1% 1,224.: 1,130.! 8.3%

International 134.] 137.] (2.2% 279.t 286.2 (2.9%

Gross profit $ 297. $ 268.: 10.€% 576.. 537.¢ 7.1%
Gross margin 38.9% 37.5% 38.2% 38.(%

Costs associated with net sales are recorded ino€@sles and include the costs of producing,@hgy warehousing, receiving &
inspecting goods during the period, as well as eldption and amortization of loriiyed assets used in the manufacturing process
principal factors impacting gross profit and grosargin for each segment are discussed below irefpective segment discussions.

Three months ended June 30, 2015 compared to e thonths ended June 30, 2014

Net sales increased $49.4 million , or 6.9% . Qumomstant currency basis, net sales increased apmatety 10.9%, primarily due t
growth in our North America segment. North Ameniczt sales grew at 9.1%driven primarily by strong U.S. net sales growtinoss both tt
Tempur-Pedic and Sealy brands. International nielssdecreased by 2.2%driven primarily by unfavorable foreign exchangges. On
constant currency basis, International net saleseésed approximately 14.1% , primarily due torgjrgrowth in AsiaPacific and Lati
America.

Gross profit increased $29.2 million , and grossgimincreased 14Basis points. The increase in consolidated grosgimavas
primarily due to supply chain and sourcing improests of 230 basis points, a favorable decreaséspodnts of 60 basis points and 2
pricing actions which increased gross margin 50sbpsints in the second quarter of 2015 as comptratie same period in 2014. Th
factors were partially offset by unfavorable prodmix of 200 basis points. The principal factorattimpacted gross margin by segmen
discussed below in their respective segment digmss

Six months ended June 30, 2015 compared to theaiths ended June 30, 2014

Net sales increased $87.0 million , or 6.1% . Quomstant currency basis, net sales increased apmatety 10.2%, primarily due t
growth in our North America segment. North Amenict sales grew at 8.3%driven primarily by strong U.S. net sales growtitoss both tt
Tempur-Pedic and Sealy brands. International nielssdecreased by 2.4%driven primarily by unfavorable foreign exchangges. On
constant currency basis, International net sale®ased approximately 13.3% , due to continued tirawAsia-Pacific and Latin America.

Gross profit increased $38.4 million , and grosggimincreased 3Masis points. The increase in consolidated grosgimavas
primarily due to supply chain and sourcing improeens of 210 basis points and a favorable decremdés¢ounts of 140 basis points in
second quarter of 2015 as compared to the samedperi2014. These factors were partially offsetumfavorable product mix of 310 ba
points. The principal factors that impacted grosegim by segment are discussed below in their atisgesegment discussions.
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OPERATING EXPENSES

Selling and Marketing Expense

Three Months Ended June 30, Six Months Ended June 30,

(in millions, except percentages) 2015 2014 % Change 2015 2014 % Change

Total selling and marketing $ 168.€ $ 155z 8E€% $ 322« $ 298. 8.1%
As a percent of net sales 22.1% 21.7% 21.2% 21.(%

Advertising expenses $ 96.2 $ 78.4 22.8% $ 1771 152.2 16.4%
As a percent of net sales 12.6% 11.(% 11.8% 10.7%

Other selling and marketing expenses $ 72.% $ 76.¢ 59% $ 145: 146.( (0.5%
As a percent of net sales 9.5% 10.7% 9.7% 10.2%

Selling and marketing expenses include advertiaimdymedia production associated with the promatfoour brands, other marketi
materials such as catalogs, brochures, videos,uptagamples, direct customer mailings and poinpwfchase materials, and sales fi
compensation. We also include in selling and mange¢xpense certain new product development costhjding market research and r
product testing.

Three months ended June 30, 2015 compared to e thonths ended June 30, 2014
Selling and marketing expenses increased $13.#millor 8.6% , and increased slightly as a peegbf net sales.

Our advertising expenses increased $17.9 milliam 22.8% , and increasell6% as a percentage of net sales. The increi
advertising expenses was primarily due to a $20lomincrease in our North America segment, whieas driven by an increase in net s
as well as improved participation in our retail pemative advertising programs. This increase wésebby a $3.0 million decrease in
International segment, which was primarily due éwér advertising campaigns related to new procduebductions in the second quarte
2015 as compared to the second quarter of 2014.

All other selling and marketing expenses decre&k8 million , or 5.9%, and decreased 1.2% as a percentage of net Sl
decrease to other selling and marketing expengaénigrily due to a $7.1 million decrease in therthcAmerica segment due to fewerstore
marketing investments in the second quarter of 2&l8&ompared to the same period in 2014 when Wedrolt new point of purchase displ
to support new product launches. This was partifilyet by a $2.3 million increase in our Interpatl segment, driven primarily by additio
Companyewned stores and costs associated with marketidglestributing Sealy products in Europe and Japathé second quarter of 2(
as compared to the same period of 2014.

Six months ended June 30, 2015 compared to the®iths ended June 30, 2014
Selling and marketing expenses increased $24.®millor 8.1% , and increased slightly as a peegbf net sales.

Our advertising expenses increased $24.9 milliam 16.4% , and increasell1% as a percentage of net sales. The increi
advertising expenses was primarily due to a $30lllomincrease in our North America segment, whiehs driven by an increase in net s
and improved participation in our retail cooperatigdvertising programs. This increase was offsetab$5.2 million decrease in ¢
International segment, which was primarily duedwdr advertising campaigns related to new proditobductions in the first half of 2015
compared to the first half of 2014.

All other selling and marketing expenses decre&&d million to $145.3 million in the first half ®2015 as compared $146.(
million in the same period in 2014, and decreased sligiglp percentage of net sales. Other selling an#etirag expenses in our No
America segment decreased $7.9 million due to femstore marketing investments in the first half ol2@&s compared to the same peric
2014 when we rolled out new point of purchase digpko support new product launches. This was pilynaffset by a $6.6 million increase
our International segment, driven primarily by atbdial Companyewned stores and costs associated with marketidgdéstributing Seal
products in Europe and Japan in the first halfGif®as compared to the same period of 2014.
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General, Administrative and Other Expenses

(in millions, Three Months Ended June 30, Six Months Ended June 30,

except percentages) 2015 2014 % Change 2015 2014 % Change

General, administrative and other

expenses $ 85.1 $ 69.5 22.% % 162.¢ $ 139.¢ 16.5%
As a percent of net sales 11.(% 9.7% 10.8% 9.€%

General, administrative and other expenses inclsdlaries and related expenses, information techgplprofessional fee
depreciation of buildings, furniture and fixturesachinery, leasehold improvements and computerpetgnt, expenses for administra
functions and research and development costs.

Three months ended June 30, 2015 compared to e thonths ended June 30, 2014

General, administrative and other expenses incde$$&.6 million , or 22.4% The increase in general, administrative and
expenses is due to a $13.2 million increase in @attp expenses, as discussed below, and a $3idmmilcrease in North America segm
expenses. The increase in our North America segsngaheral, administrative and other expenses wamply driven by increased resea
and development expenses.

Corporate general, administrative and other expensge $35.4 million in the second quarter of 288%ompared to $22.2 million
the second quarter of 2014, an increase of $13lmior 59.5%. This increase was driven primatiy $7.1 million of CEO transitic
expenses, which includes $4.5 million of stdidsed compensation expense and $2.6 million irraeee and related benefits. We also inct
$4.2 million of additional costs related to our 80Annual Meeting and related issues. Additionadipckbased compensation (excluding
CEO transition expenses of $4.5 million) increa$&db million, primarily due to a benefit of $3.0lhan recorded in the second quarte
2014 for the PRSUs granted in 2013.

Research and development expenses for the threthsnemded June 30, 2015 were $8.1 million comptr&b.5 millionfor the thre
months ended June 30, 2014, an increase of $2liémilor 47.3%. We plan to continue to invest in research andeligment to leverage t
combined technologies of our portfolio to delivendvative products.

Six months ended June 30, 2015 compared to theaiths ended June 30, 2014

General, administrative and other expenses incte$88.0 million , or 16.5% The increase in general, administrative and
expenses is due to a $17.5 million increase in @attp expenses, as discussed below, and a $7idmmilcrease in North America segm
expenses. The increase in our North America segsn@eineral, administrative and other expenses wimsaply driven by increase
compensation costs as well as increased reseadotheaelopment expenses.

Corporate general, administrative and other expengge $63.4 million in the first half of 2015 asmpared to $45.9 million in tl
first half of 2014, an increase of $17.5 million38.1%. This increase was driven primarily by $million of CEO transition expenses, wh
includes $4.5 million of stockased compensation expense and $2.6 million irraeee and related benefits. We also incurred $@l®mof
additional costs related to our 2015 Annual Meeting related issues. Additionally, stodoksed compensation (excluding the CEO tran:
expenses of $4.5 million) increased $1.1 milliomyarily due to a benefit of $3.0 million recorddtetsecond quarter of 2014 for the PR
granted in 2013.

Research and development expenses for the six mentied June 30, 2015 were $15.0 million compareki1.3 millionfor the si>
months ended June 30, 2014, an increase of $3lidmilor 32.7%. We plan to continue to invest in research andceldment to leverage t
combined technologies of our portfolio to delivendvative products.

OPERATING INCOME

Three Months Ended June 30, Six Months Ended June 30,
(in millions, except percentages) 2015 2014 % Change 2015 2014 % Change
Operating income $ 52.C $ 50.2 34% $ 106. $ 1125 (5.6)%
Operating margin 6.6% 7.C% 7.1% 8.C%

Three months ended June 30, 2015 compared to thoe¢hs ended June 30, 2014
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Operating income increased $1.7 million , or 3.4&tmd was primarily impacted by the factors disedsabove. Additionally, durir
the three months ended June 30, 2015 , equity iadorearnings of unconsolidated affiliates increla#.3 millionand royalty income, net
royalty expense increased $0.2 million as compé&oetie three months ended June 30, 2014. Our yoyalbme is based on sales of S&aly
and Stearns & FosterfBranded products by various licensees and is difsebyalty expenses we pay to other entitiestieruse of their nam
on our Sealy branded products. Our equity incomeaimings of unconsolidated affiliates represents5®.0% interest in the earnings of
Asia-Pacific joint ventures whose purpose is toedey markets for Sealy branded products.

During the three months ended June 30, 281& 2014, we incurred $6.7 million and $5.6 millieespectively, of integration co
related to the continued alignment of our businessonnection with the Sealy Acquisition, as wedl @osts related to introducing Se
products in our International segment. In addititve, second quarter of 2015 included $7.1 milli6iCEO transition expenses, which inclu
$4.5 million of stockbased compensation expense and $2.6 million iraeee and related benefits. We also incurred $4lBbmof additiona
costs related to our 2015 Annual Meeting and rdlaédsues. We currently expect integration actigitie continue through 2016 as we trans
the domestic distribution network and continue itr/dduce Sealy products in our International segmidowever, we expect the level
integration expense to decrease over the secofdhabl15 and 2016. The principal factors that icted integration costs by segment
discussed below in their respective segment digmss

Six months ended June 30, 2015 compared to sixented June 30, 2014

Operating income decreased $6.3 million , or 5,680d was primarily impacted by the factors disedsabove. Additionally, durir
the six months ended June 30, 2015 , equity incomearnings of unconsolidated affiliates increa$2d million and royalty income, net
royalty expense decreased $0.1 million as comparéte six months ended June 30, 2014. Our royadtyme is based on sales of Seab®
Stearns & Foster®randed products by various licensees and is difsebyalty expenses we pay to other entitiestieruse of their names
our Sealy branded products. Our equity income iniegs of unconsolidated affiliates represents5u0% interest in the earnings of our Asia
Pacific joint ventures whose purpose is to devetapkets for Sealy branded products.

During the six months ended June 30, 2@h8 2014, we incurred $18.4 million and $13.0 williof integration costs, respectiv
related to the continued alignment of our businessonnection with the Sealy Acquisition, as wedl @osts related to introducing Se
products in our International segment. In addititwe, second quarter of 2015 included $7.1 milli6l€BO transition expenses, which inclu
$4.5 million of stockbased compensation expense and $2.6 million irraeee and related benefits. We also incurred $@l®mof additiona
costs related to our 2015 Annual Meeting and rdlaédsues. We currently expect integration actigitie continue through 2016 as we trans
the domestic distribution network and continue itraduce Sealy products in our International segmidowever, we expect the level
integration expense to decrease over the secofdhaDl15 and 2016. The principal factors that icted integration costs by segment
discussed below in their respective segment digmss

LOSS ON DISPOSAL OF BUSINESS
Three and six months ended June 30, 2015 compattbdee and six months ended June 30, 2014

Effective June 30, 2014, we completed the saleuotlree U.S. innerspring component productionlifaes and equipment, along w
associated working capital, to Leggett & Platt (‘P& for total consideration of approximately $47.8 ioill. The carrying amount of the
assets sold in this transaction, including an alion of reporting unit goodwill determined usinigetrelative fair value method, v
approximately $66.8 million. As a result, a lossdisposal of business was recorded in the secoadeajuof 2014 for $20.4 million, whi
included $1.4 million of transaction costs.
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INTEREST EXPENSE, NET

Three Months Ended June 30, Six Months Ended June 30,
(in millions, except percentages) 2015 2014 % Change 2015 2014 % Change
Interest expense, net $ 208 % 23.C (10.9% $ 40¢ % 45.2 (9.5%

Three months ended June 30, 2015 compared to be thonths ended June 30, 2014

Interest expense, net, decreased $2.5 million 1008% , due to lower average debt levels during the séaprarter of 2015 |
compared to the same period in 2014. Refer to HgteéDebt," in our Condensed Consolidated Financial Statésnecluded in Part I, ITEM

for additional information.
Six months ended June 30, 2015 compared to the®iths ended June 30, 2014

Interest expense, net, decreased $4.3 millior9,5%, due to lower average debt levels during the Figdt of 2015 as compared to
same period in 2014. Refer to Note 5 , " Dghih our Condensed Consolidated Financial Statésnecluded in Part |, ITEM | for additior

information.

INCOME BEFORE INCOME TAXES

Three Months Ended June 30, Six Months Ended June 30,
(in millions, except percentages) 2015 2014 % Change 2015 2014 % Change
Income before income taxes $ 292 % 7.4 295.% $ 64€ $ 46.€ 38.6%

Three months ended June 30, 2015 compared to e thonths ended June 30, 2014
Income before income taxes increased $21.9 mijl@n295.9% . This increase was a result of thiofadiscussed above.
Six months ended June 30, 2015 compared to theaiths ended June 30, 2014

Income before income taxes increased $18.0 millmn38.6% . This increase was a result of theofaalliscussed above.
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INCOME TAX PROVISION

Three Months Ended June 30, Six Months Ended June 30,
(in millions, except percentages) 2015 2014 % Change 2015 2014 % Change
Income tax provision $ 8.2 $ 9.8 (15.9% $ 18.€ $ 21.2 (12.9%
Effective tax rate 28.2% 132.%% 28.8% 45.7%

Income tax provision includes income taxes assediatith taxes currently payable and deferred taaed,includes the impact of |
operating losses for certain of our foreign operadi

Three months ended June 30, 2015 compared to e thonths ended June 30, 2014

Our income tax provision decreased $1.5 million thua reduction of income before income taxes,@mdeffective tax ratdecrease
104.1percentage points. There were no items that oatunrsecond quarter 2015 that materially affectedincome tax rate. For the th
months ended June 30, 2014, the income tax provisias unfavorably impacted by $8.1 million as aultesf the sale of our three U
innerspring component production facilities andipment during the period.

Six months ended June 30, 2015 compared to theaiths ended June 30, 2014
Our income tax provision decreased $2.7 million ttua reduction of income before income taxes,@mdeffective tax ratdecrease
16.9 percentage points. There were no items that oaturrehe first half of 2015 that materially affedteur income tax rate. For the

months ended June 30, 2014, the income tax provisias unfavorably impacted by $8.1 million as aultesf the sale of our three U
innerspring component production facilities andipment during the period.
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NORTH AMERICA SEGMENT SUMMARY

(in millions, Three Months Ended June 30, Six Months Ended June 30,
except percentages) 2015 2014 % Change 2015 2014 % Change
Net sales $ 630.: $ 577.¢ 9.1% $ 1,224.. $ 1,130.t 8.2%

Net sales by channel:
Retalil $ 608.: $ 552.¢ 100% $ 1,178.: $ 1,079.¢ 9.1%
Other 22.C 25.C (12.0% 46.2 50.7 (8.7%

Net sales by product:

Bedding $ 604.¢ $ 547.¢ 104% $ 1,163.¢ $ 1,065.( 9.2%
Other products 25.t 30.C (15.0% 61.C 65.5 (6.99%
Gross profit $ 227.4 $ 194.7 16.£% $ 430.t $ 380.¢ 13.C%
Gross margin 36.1% 33.7% 35.2% 33.7%
Operating income $ 64.€ $ 48.¢ 32L% $ 122.k $ 101.¢ 20.2%
Operating margin 10.2% 8.4% 10.C% 9.C%

Three months ended June 30, 2015 compared to ibe thonths ended June 30, 2014

North America net sales increased $52.4 milliorr 9d% . On a constant currency basis, our North Ameriea sales increas
approximately 10.2% . The increase is primarily ttua $56.9 milliorincrease in net sales of Bedding products, drivéngrily by strong U.<
net sales growth across both the Tempeadic and Sealy brands, which benefited from nesdysst introductions, increased sales of adjus
base products and 2015 pricing actions. This iseregas partially offset by a 7.8% decrease in Camed sales due to unfavorable for
exchange rates. On a constant currency basis, @aredales grew approximately 3.9%. Net salestibéiQproducts decreased $4.5 milliol
15.0%, driven by the sale of our innerspring congmirproduction facilities at the end of the secqudrter of 2014.

Operating income increased $15.8 million , or 32,4%d was primarily impacted by the following farst

» Gross profit increased $32.7 million , and grosxgin increased 24@asis points. The increase in gross margin wasgpiiyndue tc
supply chain and sourcing improvements of 230 bagiists, a favorable decrease in discounts of Bsh@oints driven by fewer flo
model discounts and improved participation in aetail cooperative advertising programs, favorablbntd mix of 60 basis points
sales of our Tempur products increased relativaates of our Sealy products and favorable 2015ngriactions of 50 basis points
the second quarter of 2015 as compared to the panted in 2014. These factors were partially oftsgtunfavorable product mix
200 basis points.

» Operating expenses increaskths.9 million to $164.9 million as compared to $D&nillion in the second quarter of 2014. 1
increase was primarily due to a $20.9 million irse in advertising expenses, driven primarily bgriowed participation in our ret
cooperative advertising programs. The increasalugiising expenses was partially offset by a $iillion decrease in other selli
and marketing expenses driven by fewestiore marketing investments in the second quaft20d5 as compared to the same pe
in 2014 when we rolled out new point of purchasspldiys to support new product launches. Additignatsearch and developm
expenses increased $2.6 million as we continuevest in research and development to leverage dhwined technologies of ¢
portfolio to deliver innovative products.

49




Table of Contents

» During the three months ended June 30, 2015 241idi, the North America segment incurred $5.6 aomlland $2.8 million,
respectively, of integration costs. During the setquarter of 2015, the North America segment alsorred $0.1 million of retentic
expense for certain members of senior managemiatedego the CEO transition. The integration castsirred in the second quarte!
2015 were primarily related to the restructuring S#aly domestic manufacturing facilities and coidstion of our distributio
network. The integration costs incurred in the secquarter of 2014 were primarily related to semeea retention, relocation s
professional fees related to the restructuring edily domestic manufacturing facilities. We currgrdgkpect integration activities
continue through 2016 as we consolidate the domdgiribution network and transform our Sealy detitemanufacturing facilitie
However, we expect the level of integration expansgecrease over the second half of 2015 and 2016.

Six months ended June 30, 2015 compared to theaiths ended June 30, 2014

North America net sales increased $93.9 millior 88% . On a constant currency basis, our North Amerieasales increas
approximately 9.4%. The increase is primarily dua $98.4 milliorincrease in net sales of Bedding products, drivémarily by strong U.<
net sales growth across both the Tempedic and Sealy brands, which benefited from nemdysct introductions, increased sales of adjus
base products and 2015 pricing actions. This irseramas partially offset by a 6.3% decrease in Camad sales due to unfavorable for
exchange rates. On a constant currency basis, @aeddales grew 5.4%. Net sales of Other prodiezteeased $4.5 million or 6.9%, driver
the sale of our innerspring component productiailifees at the end of the second quarter of 2014.

Operating income increased $20.6 million , or 20,2%d was primarily impacted by the following farst

» Gross profit increased $49.6 milliorand gross margin increased 150 basis points.iridiease in gross margin was primarily du
supply chain and sourcing improvements of 280 bagiists, a favorable decrease in discounts of E3fskpoints driven by fewer flc
model discounts and improved participation in cetait cooperative advertising programs and faver&)15 pricing actions of .
basis points in the first half of 2015 as comparcethe same period in 2014. These factors wereifismarily by unfavorable prodt
mix of 400 basis points due to the introductiomeiv products.

» Operating expense increaskzb.3 million to $312.0 million as compared to $2Z8illion in the first half of 2014. This increasas
primarily due to a $30.1 million increase in adisng expense, driven primarily by improved pagation in our retail cooperati
advertising programs.

» During the first half of 2015 and 2014, the Nortmérica segment incurred $14.1 million and $8.0iamll respectively, of integratir
costs. During the first half of 2015, the North Ama segment also incurred $0.1 million of retemtéxpense for certain member:
senior management related to the CEO transitioe. ilitegration costs incurred in the first half @18 were primarily related to t
restructuring of Sealy domestic manufacturing faeg and consolidation of our distribution netwofte integration costs incurrec
the first half of 2014 were primarily related tosseance, retention, relocation and professiona fetated to the restructuring of Se
domestic manufacturing facilities. We currently egpintegration activities to continue through 2@6we consolidate the dome
distribution network and transform our Sealy dorneastanufacturing facilities. However, we expect téeel of integration expense
decrease over the second half of 2015 and 2016.
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INTERNATIONAL SEGMENT SUMMARY

(in millions, Three Months Ended June 30, Six Months Ended June 30,
except percentages) 2015 2014 % Change 2015 2014 % Change
Net sales $ 134.1 $ 137.1 229% $ 279.t $ 286.< (2.9%

Net sales by channel:
Retalil $ 95.4 $ 102.t (6.9% $ 201.7 $ 217.% (7.2)%
Other 38.7 34.€ 11.€% 77.€ 69.1 12.€%

Net sales by product:

Bedding $ 1066  $ 109. 26% $ 2237 % 228.¢ (2.1)%
Other products 27.t 27.€ (0.9% 55.¢ 58.C (3.9%
Gross profit $ 70.1 $ 73.€ 4.9% $ 145.7 $ 156.¢ (7.)%
Gross margin 52.2% 53.7% 52.1% 54.8%
Operating income $ 23.7 $ 24.: 25% $ 49.C $ 57.¢ (15.29%
Operating margin 17.7% 17.7% 17.5% 20.2%

Three months ended June 30, 2015 compared to ibe thonths ended June 30, 2014

International net sales decreased $3.0 million 2@% . On a constant currency basis, our Internatioredl sales increas
approximately 14.1% , primarily due to strong growt AsiaPacific and Latin America. Net sales growth was gamarily to the introductic
of Sealy products in certain international marlketd increased net sales of Tempur-Pedic producitagh company-owned stores.

Operating income decreased $0.6 million , or 2.5%d was primarily impacted by the following factor

» Gross profit decreased $3.5 million , and grosrgin declined 14Masis points. The decline in gross margin was drifg
unfavorable product mix and manufacturing cost&5ff basis points due to the continued introduabib8ealy products in Europe ¢
Japan and unfavorable discounts of 130 basis ptonssipport new product introductions. These irmesavere partially offset by
favorable foreign exchange impact of 160 basistgoin

» Operating expenses decreased $1.4 million to $B#lBn as compared to $53.9 million in the secaurter of 2014, and decrea
slightly as a percentage of net sales. The deciegsénarily due to a $3.0 million decrease in adiging expenses, offset slightly
costs associated with expanding points of distiguthrough an increase in the number of compangeairstores and e-commerce.

*  During the three months ended June 30, 20152814, the International segment incurred $0.6 amilind $1.7 million, respective
of integration costs in connection with the introtion of Sealy products in Europe and Japan, whiclude startup costs relatec
manufacturing, distribution and marketing of Seaigducts. We currently expect integration actigtie continue through 2016 as
introduce our Sealy products in our Internatiorejreent. However, we expect the level of integra@pense to decrease over
second half of 2015 and 2016.

Six months ended June 30, 2015 compared to the®iths ended June 30, 2014
International net sales decreased $6.9 million 2@% . On a constant currency basis, our Internatioredl sales increas
approximately 13.3% , primarily due to strong growt AsiaPacific and Latin America. Net sales growth was gamarily to the introductic

of Sealy products in certain international marlkaetd increased net sales of Tempur-Pedic producitagh company-owned stores.

Operating income decreased $8.8 million , or 15,28td was primarily impacted by the following famsto
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* Gross profit decreased $11.2 million , and grosegin declined 27®asis points. The decline in gross margin was driksg
unfavorable product mix and manufacturing cost$3ff basis points due to the continued introduabib8ealy products in Europe ¢
Japan and unfavorable discounts of 100 basis pmirgspport new product introductions.

* Operating expenses decreased $0.2 million to $19dlwn as compared to $108.2 million in the fitslf of 2014, and decreas
slightly as a percentage of net sales. The decisasenarily related to a $5.2 million decreaseadvertising expenses, partially of
by rent expense, personnel costsstiore marketing investments and other costs agedciaith expanding points of distributi
through an increase in the number of company-owsteres and eommerce and costs associated with marketing astdibuditing
Sealy products in Europe and Japan.

e During the first half of 2015 and 2014, the mtional segment incurred $1.9 milliamd $1.7 million, respectively, of integrat
costs in connection with the introduction of Seaigducts in Europe and Japan, which include stastgts related to manufacturi
distribution and marketing of Sealy products. Werently expect integration activities to contindreaugh 2016 as we introduce
Sealy products in our International segment. Howewe expect the level of integration expense torese over the second hal
2015 and 2016.

Liquidity and Capital Resources
Liquidity

Our principal sources of funds are cash flows froperations, borrowings made pursuant to our cifeditities and cash and cz
equivalents on hand. Principal uses of funds coasipayments of principal and interest on our deltlities, business combinations, cag
expenditures and working capital needs. As of Bihe2015 , we had working capital of $238.4 milliancluding cash and cash equivalent
$35.4 million , as compared to working capital 828.1 million including $62.5 million in cash andsh equivalents as of December 31, 2014

The increase in working capital was primarily driiey increases in accounts receivable, inventoigore taxes receivable, defel
income tax assets and prepaid expenses and otlientassets and a decrease in income taxes payélalse factors were partially offset
increases in accounts payable and accrued expandesther current liabilities. Accounts receivaiblereases are driven primarily by incree
in net sales, in addition to timing of customerlediions. Inventory increased primarily due to ngreduct introductions in 2015. Accrt
expenses and other current liabilities increases paimarily driven by increases in our brand adsang activities, including improve
participation in our retail cooperative advertisipgpgrams. Accounts payable increases are driviemapty by increased costs to support
increased net sales, in addition to the timingayfpents to vendors.

The table below presents net cash provided by (igexperating, investing and financing activitfes the periods indicated below:

Six Months Six Months
Ended June Ended June

(in millions) 30, 2015 30, 2014
Net cash provided by (used in):
Operating activities $ 11 % 72.2
Investing activities (26.9 27.5
Financing activities (5.7 (59.6€)

Cash provided by operating activities decreasefiiiy3 million to $1.1 million for the six monthsded June 30, 2015as compare
to $72.4 million for the same period in 2014. Tleemase in cash flow provided by operating acésitvas primarily the result of increase
cash used by operating assets and liabilities aeritbed above. Sales volume and related costs inaveased in the first half of 2015
compared to the same period in 2014. This increagesperating cash requirements, although we ©oatio convert working capital to c:
on a consistent basis. Due to the timing of certaipme tax payments, we paid an additional $361Bomin income taxes during the first h
2015 as compared to the first half of 2014. We eks@nificant operating cash flow generation ie #econd half of 2015, similar to
increase in the second half of 2014.
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Cash used in investing activities was $26.9 millionthe six months ended June 30, 2@$5compared to cash provided by inves
activities of $ 27.3 million for the six months exttiJune 30, 2014 , an increase in cash used d@ #&Hion . In the second quarter of 2014,
received cash consideration of $46.3 million fro&FLin connection with the sale of our three U.Seirspring component production facilit
and equipment, along with associated working chpitae increase in cash used in investing actwitiethe first half of 2015 as compare!
the same period in 2014 is also due to an incréasgapital expenditures, which was driven by plahrevestments in our domes
manufacturing facilities and information technology

Cash used in financing activities was $5.7 million the six months ended June 30, 2@Gk5compared to $59.6 million of ci
provided by financing activities for the six montisded June 30, 2014This decrease is primarily due to decreased devepayments, net
borrowings under our 2012 Credit Agreement durhrgftrst half of 2015 as compared to the first lwél2014.

Capital Expenditures

Capital expenditures totaled $ 34.0 million and .91&illion for the six months ended June 30, 2048 2014, respectively. W
currently expect our 2015 capital expenditures ¢odpproximately $60.0 million to $65.0 million, whi relate to continued strate
investments that we believe will support our futplans.

Non-GAAP Financial Information

We provide information regarding adjusted net inepadjusted EPS, adjusted gross profit, adjusteslsgmargin, adjusted operal
income (loss), adjusted operating margin, earnlvgfere interest, taxes, depreciation and amortina(iEBITDA"), EBITDA in accordanc
with the Company's 2012 Credit Agreement, adjusBdTDA, consolidated funded debt and consolidateddéd debt less qualified ca
which are not recognized terms under U.S. GAAP @mahot purport to be alternatives to net income @achings per share as a measu
operating performance or total debt. Because natoahpanies use identical calculations, these ptatens may not be comparable to o
similarly titted measures of other companies.

Adjusted Net Income and Adjusted EPS

A reconciliation of net income to adjusted net imeoand EPS to adjusted EPS is provided below. Weviethat the use of these n@AAP
financial measures provides investors with addéiarseful information with respect to the impactvafious integration costs associated
the Sealy Acquisition, including the transitionrmoinufacturing facilities in North America, redengptivalue adjustments to the carrying vi
of our redeemable narentrolling interest, additional costs related he Company's 2015 Annual Meeting and related issared the CE!
transition and related retention compensation.

Adjusted Gross Profit and Gross Margin and AdjustedOperating Income (Loss) and Operating Margin

A reconciliation of gross profit and gross marginadjusted gross profit and gross margin, respagtivand operating income (loss)
operating margin to adjusted operating income Jlassl operating margin, respectively, is providetbty. We believe that the use of th
non-GAAP financial measures provides investors withigaigal useful information with respect to our gsogrofit, operating income a
margin performance excluding the impact of varigniegration costs associated with the Sealy Actjaisi including the transition
manufacturing facilities in North America, additaincosts related to the Company's 2015 Annual Mgedind related issues, and the (
transition and related retention compensation.

EBITDA and Adjusted EBITDA

A reconciliation of net income to EBITDA and adjedtEBITDA are provided below. We believe that thee wf EBITDA and adjustt
EBITDA also provides investors with useful infornaet with respect to our performance excluding timpact of various integration co
associated with the Sealy Acquisition, including tinansition of manufacturing facilities in Northm&rica, additional costs related to
Company's 2015 Annual Meeting and related issuabtlde CEO transition and related retention comgi@s.

EBITDA in accordance with the Company's 2012 CreditAgreement, Funded debt and Funded debt less quabfl cash

A reconciliation of net income to EBITDA in accord® with the Company's 2012 Credit Agreement amdcanciliation of total debt

consolidated funded debt and consolidated fundéxd ldss qualified cash are provided below. We belithat presenting these n@GAAP
measures provides investors with useful informatidth respect to the terms of our 2012 Credit Agreat and related compliance with

financial covenants.
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Reconciliation of net income to adjusted net incame EPS to adjusted EF

The following table sets forth the reconciliatioh aur reported net income and EPS to the calculatibadjusted net income &

adjusted EPS for the three months ended June 36,&td 2014, respectively:

Three Months  Three Months

Ended Ended
(in millions, except per share amounts) June 30, 2015 June 30, 2014
GAAP net income (loss) $ 21z % (2.9)
Plus:
CEO transition, net of ta® 4.€ —
Integration costs, net of t&& 4.7 3.4
2015 Annual Meeting costs, net of t&k 2.6 —
Executive retention compensation, net of tax 0.2 —
Loss on disposal, net, net of t&x — 14.7
Redemption value adjustment on redeemable nonalbnty interest, net of ta®’ (0.2) —
Adjustment of income taxes to normalized fate (0.6) 8.1
Adjusted net income $ 33: % 24.C
GAAP earnings per share, diluted $ 03¢ % (0.09)
Plus:
CEO transition, net of ta® 0.0¢ —
Integration costs, net of t&& 0.07 0.0t
2015 Annual Meeting costs, net of t&x 0.0t —
Loss on disposal, net, net of t&x — 0.2t
Adjustment of income taxes to normalized rf&te (0.02) 0.12
Adjusted earnings per share, diluted $ 05 $ 0.3¢
62.4 62.C

Diluted shares outstanding

@
@

©)
4
®)
©)

™

CEO transition represents severance and relateefitseenosts associated with the transition of tleenfany's CEO. Excluding the tax effect, the C
transition cost is $7.1 million. In future perio@slditional adjustments may be required due tooperdnce-based equity awards.

Integration costs represents costs, including lézgs, professional fees, compensation costs dred oharges related to the transition of manufad
facilities, and other costs related to the contthakgnment of the North America business segmelated to the Sealy Acquisition. Excluding the
effect, the integration costs are $6.7 million &&d5 million for the second quarter of 2015 and&0&spectively.

2015 Annual Meeting costs represent additionats related to the Company's 2015 Annual Meeatimjrelated issues. Excluding the tax effect, the
other costs are $4.2 million.

Executive retention compensation represents castcated with the retention of certain membersemior management related to the CEO trans
Excluding the tax effect, the executive retentiompensation cost is $0.4 million.

Loss on disposal of business represents costsiatsbevith the disposition of the three Sealy UrBierspring component production facilities
related equipment. Excluding the tax effect, trsslon disposal of business is $20.4 million.

Redemption value adjustment on redeemablecoairolling interest represents a $(0.1) milliojuatment, net of tax, to adjust the carrying vadfithe
redeemable nonentrolling interest as of June 30, 2015 to iteredtion value. Excluding the tax effect, the redgéompvalue adjustment on redeeme
non-controlling interest is $(0.2) million.

Adjustment of income taxes to normalized rafgresents adjustments associated with the afot@ned items and other discrete income tax events.
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Reconciliation of gross profit and margin to adggigross profit and margin and operating incomeag)cand margin to adjusted operati
income (loss) and margin

The following table sets forth the reconciliatiointioe Company's reported gross profit and operdtingme (loss) to the calculation
adjusted gross profit and operating income (lossjte three months ended June 30, 2015 :

North

) ) America ) International ) Corporate
($ in millions) Consolidated Margin @ Margin @ Margin (3)
Net sales $ 764. $ 630.: $ 134.1 $ —
Gross profit $ 297.t 38.9% $ 227.4 36.1% $ 70.1 52.2% % —
Adjustments 3.5 3.4 0.1 —
Adjusted gross profit $ 301.( 39.4% $ 230.¢ 36.6% $ 70.2 52.2% $ —
Operating income (loss) $ 52.C 6.8% $ 64.€ 10.2% $ 23.7 17.7% $ (36.9)
Adjustments 18.4 5.7 0.€ 12.1
Adjusted operating income
(loss) $ 70.4 9.2% $ 70.% 11.2% $ 24.: 18.1% $ (24.2)

(1) Adjustments for the North America business segmgmtesent integration costs, which include compé@nrsaosts, professional fees and other che
related to the transition of manufacturing faaiitiand distribution network, and other costs tgetipthe continued alignment of the North Ame
business segment related to the Sealy Acquisition.

(2) Adjustments for the International business segmemtesent integration costs incurred in conneotith the introduction of Sealy products in cer
international markets.

(3) Adjustments for Corporate represent integratiortscagvich include legal fees, professional fees ath@r charges to align the business related t
Sealy Acquisition, costs related to the Compan§ks2Annual Meeting and related issues, CEO tramséind related retention compensation.

The following table sets forth the reconciliatioitloe Company's reported gross profit and operadtingme (loss) to the calculation
adjusted gross profit and operating income (lossjHe three months ended June 30, 2014 :

North

) ) America ) International ) Corporate
(% in millions) Consolidated  Margin M) Margin ) Margin ®3)
Net sales $ 715.( $ 577.¢ $ 137.1 $ —
Gross profit $ 268.: 37.5% $ 194.; 33.1% $ 73.€ 53.1% $ =
Adjustments 0.7 0.7 — —
Adjusted gross profit $ 269.( 37.¢% $ 195.¢ 33.8% $ 73.€ 53.7% $ —
Operating income (loss) $ 50.3 7.C% $ 48.¢ 8.4% $ 24.: 17.1% $ (22.¢)
Adjustments 5.€ 2.8 1.7 11
Adjusted operating income
(loss) $ 55.¢ 7.8% $ 51.€ 8.5% $ 26.C 19.(% $ (21.79)

(1) Adjustments for the North America business segmemtesent integration costs, which include severamd benefits costs, professional fees and
charges related to the transition of manufactufawjjiities, and other costs to support the contthakgnment of the North America business segr
related to the Sealy Acquisition.

(2) Adjustments for the International business segmamtesent integration costs incurred in conneatith the introduction of Sealy products in cert
international markets.

(3) Adjustments for Corporate represent integratiortcosich include legal fees, professional fees atf@ér charges to align the business related t
Sealy Acquisition.
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Reconciliationof net income to EBITDA, EBITDA in accordance wli Company's 2012 Credit Agreement and adjustdd B8

The following table sets forth the reconciliatiohooir net income to the calculation of EBITDA, EEBIA in accordance with our 20

Credit Agreement and adjusted EBITDA for the twealvenths ended June 30, 2015 :

Twelve Months Ended

(in millions) June 30, 2015
Net income $ 128.2
Interest expense 87.€
Income taxes 62.2
Depreciation & amortization 92.t
EBITDA $ 370.¢
Adjustments for financial covenant purposes:
Integration cost& 47.C
Loss on disposal, nét 2.8
Financing cost8 .2
Redemption value adjustment on redeemable nonalbinty interest, net of ta¥) 0.¢
Other® (13.5)
EBITDA in accordance with the Company's 2012 Crédjteement $ 409.]
Additional adjustments:
2015 Annual Meeting cost3 4.2
CEOQ transitiori” 2.€
Executive retention compensatiéh 0.4

Adjusted EBITDA $ 416.:

(1) Integration costs represents costs, including léegd, professional fees, compensation costs dd oharges related to the transition of manufaai
facilities, and other costs related to the contihakgnment of the North America business segmalated to the Sealy Acquisition.

(2) Loss on disposal of business represents costsiatgbavith the disposition of the three Sealy Urierspring component production facilities i
related equipment.

(3) Financing costs represent costs incurred mmeotion with the amendment of our 2012 Credit &grent.

(4) Redemption value adjustment on redeemablecoairolling interest represents a $0.9 million atljuent, net of tax, to adjust the carrying valu¢he
redeemable non-controlling interest as of JuneB05 to its redemption value.

(5) Other includes income from certain other mecurring items, including income from a partiattieenent of a legal dispute, as well as additicrcsts
related to the Company's 2015 Annual Meeting atedee issues.

(6) 2015 Annual Meeting costs represent additionats related to the Company's 2015 Annual Meetimthrelated issues.

(7) CEO transition represents certain cash costs tktatseverance and related benefits associatedtigtiransition of the Company's CEO. The t
CEQO transition cost is $7.1 million. The remainig5 million is stockhased compensation expense, which is includedgredmtion and amortizatic
add back noted above. In future periods, additiad@dstments may be required due to performancedbaguity awards.

(8) Executive retention compensation represergss@ssociated with the retention of certain membgsenior management related to the CEO transitio
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Reconciliation of total debt to consolidated fundiett less qualified cas

The following table sets forth the reconciliatiohour reported total debt to the calculation of smiidated funded debt less qualil

cash as of June 30, 201%Consolidated funded debt" and "qualified cast® terms used in our 2012 Credit Agreement for pseg of certa
financial covenants.

(in millions) As of June 30, 2015
Total debt $ 1,576.(
Plus:

Letters of credit outstanding 17.:
Consolidated funded debt 1,593.:
Less:

Domestic qualified cas® 9.C

Foreign qualified casf 15.¢
Consolidated funded debt less qualified cash $ 1,568

(1) Qualified cash as defined in the 2012 Credjte®ment equals 100.0% of unrestricted domestit glas 60.0% of unrestricted foreign cash. For
purposes of calculating leverage ratios, qualifiash is capped at $150.0 million.

Calculation of consolidated funded debt less giglitash to EBITDA in accordance with the Compa2@E2 Credit Agreement

The following table calculates our consolidateddieh debt less qualified cash to EBITDA in accor@éandith the Company's 20
Credit Agreement as of June 30, 2015 ;

(in millions, except ratio) As of June 30, 2015
Consolidated funded debt less qualified cash $ 1,568.
EBITDA in accordance with the Company's 2012 Crédgjteement 409.]
)
3.8z times®

(1) The ratio of consolidated debt less qualiftagh to EBITDA in accordance with the Company's220iedit Agreement was 3.83 times, within our
covenant, which requires this ratio be less th&@b fimes at June 30, 2015.

Debt Service

Our debt decreased to $1,576.0 million as of Jn€B15from $1,602.3 million as of December 31, 2014. Td&bt under our 20:
Credit Agreement decreased $28.6 million . Aftering effect to $34.5 milliorin borrowings under the revolver portion of the 20Qredi
Agreement and letters of credit outstanding of $willion , total availability under the revolveras $298.2 million as of June 30, 201As of
December 31, 2014, our ratio of funded debt legdifipd cash to EBITDA in accordance with the Comya 2012 Credit Agreement was
times, which decreased the applicable interess @tecertain credit facilities in our 2012 CrediicHity by 0.25%. Refer to Note 5, " Dehtin
our Condensed Consolidated Financial Statemenligdad in Part I, ITEM | for further discussion afirodebt and applicable interest rates.

As of June 30, 2015we were in compliance with all of the financiavenants in our debt agreements. In the first guaft 2015, w
were required to make prepayments of up to $19lkomion our Term A Facility and Term B Facilityplbectively, as a result of the exc
cash flow covenant in the 2012 Credit Agreement: [@anders have the option to decline their respeqpiortions of the prepayment, ther
reducing the amount required per the excess caghcibvenant. In the first quarter of 2015, certaimders elected to decline their portion ol
prepayment. Accordingly, the final prepayment wag.8 million.

As of June 30, 20150ur ratio of funded debt less qualified cash BATIDA in accordance with the Company's 2012 Crédjteemer
was 3.83 timeswhich is within the terms of the financial covataby quarter for the maximum consolidated totdlleverage ratio as set fc
in the 2012 Credit Agreement, which limited thitado 4.75 times as of June 30, 2015 .
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The maximum consolidated total net leverage ratiden our 2012 Credit Agreement is summarized irfdewing table:

Fiscal Quarter Maximum Consolidated Total Net Leverage Ratio
October 1, 2014 through September 30, 2015 4.75:1.00
October 1, 2015 through September 30, 2016 NG )
October 1, 2016 through December 31, 2017 4.25:1.00
January 1, 2018 and thereafter 4.00:1.00

For additional information, refer to the consolethfunded debt less qualified cash to EBITDA inardance with the Company's 2(
Credit Agreement reconciliation provided above unthdon-GAAP Financial Information." Both consolidated fuatddebt and EBITDA |
accordance with the Company's 2012 Credit Agreementerms that are not recognized under U.S. Ga#dPdo not purport to be alternati
to net income as a measure of operating performanttal debt.

Stockholder’ Equity
Future Liquidity Sources and Us

Our primary sources of liquidity are cash flow frasperations and borrowings under our debt facdlitiVe expect that ongoi
requirements for debt service and capital experabtwill be funded from these sources. As of Bhe2015 , we had $1,576.0 milliam total
debt outstanding, and our stockholders’ equity vi&52.7 million. Our debt service obligations could, under cer@mumstances, ha
material consequences to our security holders.| Tatsh interest payments related to our borrowsrgsexpected to be approximately $
million in 2015. Interest expense in the periodsspnted also includes noash amortization of deferred financing costs aratetion on th
8.0% Sealy Notes.

We have received income tax assessments from thistD@ax Authority ("SKAT"). The cumulative totadx assessment for all ye
for which an assessment has been received (2Q008) is approximately DKK 1,336.8 million, incling interest and penalties ($19
million, based on the DKK to USD exchange rate @neJ30, 2015). We expect to receive an assesswethtef year 2009 in the second ha
2015 (and we would expect to receive the 2010 ass® in 2016, and so forth). We expect the aggeegssessments for the years 2009
2015 to be in excess of the amounts assesseddoyeirs 2001 through 2008. If we are not successfdefending its position before 1
Tribunal or in the Danish courts, we could be reeglito pay significant amounts to SKAT, which coutdterially impair or reduce c
liquidity and profitability. Refer to Note 12 , itome Taxe$ in our Condensed Consolidated Financial Statesneriuded elsewhere in tl
Report for further discussion of the matter.

As of June 30, 2015 , the 8.0% Sealy Notes hadrgicg value of $107.4 million , which includes $2Imillion of accreted intere
less conversion payments made to holders of ceBt@ib Sealy Notes that were tendered for conver3iba 8.0% Sealy Notes mature on .
15, 2016. Holders of the 8.0% Sealy Notes may ahdosconvert to cash the amount outstanding at thecretion prior to maturity. Upe
conversion prior to maturity, we would be requitedpay the holders within 3 business days aftendeeipt of the notice of conversion. -
conversion of a significant number of the 8.0% $&&dtes prior to maturity could have a significampact on our liquidity.

Based upon the current level of operations, weelielthat cash generated from operations and amavaiisble under our 2012 Cre
Agreement will be adequate to meet our anticipatellt service requirements, capital expenditures, working capital needs for t
foreseeable future. There can be no assurance,veowhat our business will generate sufficienthcllew from operations or that futt
borrowings will be available under our debt fa@kt or otherwise enable us to service our indele®siror to make anticipated caf
expenditures.

We have variable rate debt of approximately $948ilion . In light of the continued favorable interest ratevironment and as \
approach our optimal consolidated total net levenagio under our 2012 Credit Agreement, we wiklleate opportunities to improve our ¢
structure and minimize our interest rate risk tiglothe issuance of fixed rate debt.

At June 30, 2015, total cash and cash equivaileats $35.4 million , of which $9.0 million wasgltl in the U.S. andb26.4 millior
was held by subsidiaries outside of the U.S. Tihewnt of cash and cash equivalents held by subidiautside of the U.S. and not rea
convertible into other major foreign currencies,tioe U.S. Dollar, is not material to our overafjuidity or financial position. AtJune 3(
2015, the tax basis in our top tier foreign subsidiexgeeded the book basis. Accordingly, no defermgds have been recorded related tc
basis difference as it is not apparent that thieidihce will reverse in the foreseeable future.
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Critical Accounting Policies and Estimates

For a discussion of our critical accounting p@gciand estimates, please refer to Part I, ITEMManagemens Discussion ar
Analysis of Financial Condition and Results of Ggiems" in our Annual Report on Form KOfor the year ended December 31, 2014. T
have been no material changes to our critical atttog policies and estimates in 2015.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Foreign Currency Exposures

We manage a portion of our exposure in foreignenay transactions through the use of foreign exghdorward contracts. Re
to Note 1 ," Summary of Significant Accountinglifies" to the accompanying consolidated financial st&tets for a summary of our forei
exchange forward contracts as of June 30, 2015 .

As a result of our global operations, our earniags exposed to changes in foreign currency exchaamtgs. Many of our forei
businesses operate in functional currencies othen the U.S. dollar. If the U.S. dollar strengtheemelative to the euro or other fore
currencies where we have operations, there would begative impact on our operating results upanstation of those foreign operat
results into the U.S. dollar. Foreign currency exdde rate changes negatively impacted our net iadnyrapproximately 11.8% and 18.1#6
the three and six months ended June 30, 2015,atasgg. We do not hedge the translation of foreaymrency operating results into the
dollar.

We hedge a portion of our currency exchange exgoselating to foreign currency transactions witlefgn exchange forwa
contracts. A sensitivity analysis indicates theeptiil loss in fair value on foreign exchange famveontracts outstanding at June 30, 201¢
resulting from a hypothetical 10.0% adverse chaingell foreign currency exchange rates againstWh®. dollar, is approximatel$15.t
million . Such losses would be largely offset by gains ftbenrevaluation or settlement of the underlyingets and liabilities that are be
protected by the foreign exchange forward contracts

Interest Rate Risk

We are exposed to changes in interest rates onaoiable rate debt. In order to manage this riskAagust 8, 2011, we entered int
four-year interest rate swap agreement to manage intass and the risk associated with changing estarates. As a result of this swap,
pay interest at a fixed rate and receive paymendsvariable rate. As of June 30, 2015 , the switgetevely fixed the floating LIBORbase!
interest rate to 1.25% plus the applicable margir$550.0 million of the outstanding balance asurfeJ30, 201%under our variable rate de
The interest rate swap expires on December 30,.20&5selected the LIBORased rate on the hedged portion of our varialiéedabt durin
the term of the swap. The effective portion of theinge in value of the swap is reflected as a coenoof comprehensive income
recognized as interest expense, net as paymenpsigrer accrued. The remaining gain or loss ireezx®f the cumulative change in the pre
value of the future cash flows of the hedged itédnany (i.e., the ineffective portion) or hedge qumnents excluded from the assessme
effectiveness are recognized as interest experseuning the current period.

Interest rate changes impact the amount of ourdastepayments and therefore, our future earningscash flows, assuming ot
factors are held constant. On June 30, 2015 , gitérg effect to our interest rate swap agreemaethad variableate debt of approximate
$943.6 million. Holding other variables constant, including levef indebtedness, a one hundred basis point iserigainterest rates on «
variable-rate debt would cause an estimated remtudti income before income taxes of approximat@yt$nillion . In light of the continue
favorable interest rate environment and as we a@mbrour optimal consolidated total net leveragm rader our 2012 Credit Agreement,
will evaluate opportunities to improve our debtsture and minimize our interest rate risk throtlghissuance of fixed rate debt.
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ITEM 4. CONTROLS AND PROCEDURES

An evaluation was performed under the supervigiod with the participation of our management, idielg our Chief Executi
Officer (principal executive officer) and Chief Rimcial Officer (principal financial officer), of ¢heffectiveness of our disclosure controls
procedures, as defined in Rules 13a-15(e) andLB%el)} under the Securities Exchange Act of 1934nasnded ("Exchange Act"), as of the
of the period covered by this report. Based on #watluation, our management, including our Chieédtrive Officer and Chief Financ
Officer, concluded that our disclosure controls gmdcedures were effective as of June 30, 2818 designed to ensure that informa
required to be disclosed by us in reports thatileeof submit under the Exchange Act, is recorgedcessed, summarized and reported w
the time periods specified in the Securities andnarnge Commission's ("SEC") rules and forms antsiheh information is accumulated i
communicated to our management, including our Chiefcutive Officer and Chief Financial Officer, agpropriate to allow timely decisic
regarding required disclosure.

There were no changes in the Comparigiternal control over financial reporting ider&t in connection with the evaluation requ
by paragraph (d) of Exchange Act Rules 13a-15 oI5 that was conducted during the last fiscal qudin@t have materially affected, or
reasonably likely to materially affect, the Companpternal control over financial reporting.

PART Il OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS

See Note 11 , " Commitments and Contingentjaés the "Notes to Condensed Consolidated Findrgtatements," in ITEM 1 und
Part | of this Report for a description of certigal proceedings.

We are involved in various other legal proceedimgglental to the operations of our business. Wiebe that the outcome of all st
pending other legal proceedings in the aggregalenat have a materially adverse effect on our bess, financial condition, liquidity
operating results.

ITEM 1A. RISK FACTORS
We could face adverse consequences as a resutbekBolder actions or abrupt changes in our managent or Board of Directors.

As previously disclosed, H Partners Management LtioGether with certain of its affiliates (colleatly, "H Partners"), has public
criticized our operation of our business, our besf strategy, corporate governance consideratindsother matters and has demar
immediate changes in our management and Board refcdrs. Although as described in the ForrK 8led May 13, 2015, the Compa
entered into an agreement with H Partners on May®Q@15 that includes a standstill that limits HtRars’ ability to take certain actions, th
can be no assurance that H Partners or anothdshstder will not make additional demands in theufet

As described in the Form 8-K filed on May 11, 2Gi the Form & filed on July 30, 2015, the Company announcedimber o
significant changes in its senior management anakdof Directors. Abrupt changes in our senior nganaent or Board of Directors co
adversely impact our ability to manage our busirass implement our key strategic priorities. In iidd, perceived uncertainties as to
future direction, or any abrupt changes in our ngenzent or Board of Directors, may lead to conceegarding the direction or stability of «
business, which may be exploited by our competitarsult in the loss of business opportunities,seaconcern to our current or poter
customers or suppliers, or make it more difficalrétain existing personnel or attract and reta@w personnel. Considering and respondir
future demands could be tineensuming and result in significant additional sdst us and could be disruptive of our operatiars @ivert thi
time and attention of management and our emplogees/ from our business operations and executingusnstrategic plan. These acti
could also cause our stock price to experiencegsmf volatility.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
(a) Not applicable.
(b) Not applicable.
(c) Issuer Purchases of Equity Securities

The following table sets forth purchases of our mam stock for the three months ended June 30, 2015
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(d) Maximum
number of shares (ot
approximate dollar
(c) Total number of value) of shares that
shares purchased may yet be

as part of publicly purchased under the
(a) Total number of (b) Average Price announced plans o1 plans or programs
Period shares purchased Paid per Share programs (in millions)
April 1, 2015 - April 30, 2015 309 @ $60.04 — $—
May 1, 2015 - May 31, 2015 — $— — $—
June 1, 2015 - June 30, 2015 — $— — $—
Total 309

(1) Represents shares withheld upon the vestingmdin equity awards to satisfy tax withholdindigditions. The shares withheld were valued a
closing price of the common stock on the New Yoairdc® Exchange on the vesting date or first busidegsthereafter.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM5. OTHER INFORMATION
(a) Not applicable.

(b) Not applicable.
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ITEM 6. EXHIBITS

The following is an index of the exhibits includiecthis report:

10.1

10.2

10.3

10.4

10.5

31.1

32.2

32.1*

101.0

Agreement by and among H Partners, other membeitsedfl Partners Group and the Company, dated &agfll, 201!
(filed as Exhibit 10.1 to the Registrant’'s Curr&#port on Form 8-K as filed on May 13,
2015.%

First Amendment to the Employment and NGompetition Agreement, by and between the CompaugyMark Sarvary
dated as of May 22, 2015 (filed as Exhibit 10.1h® Registrant's Current Report on Form 8-K asifie June 1, 2015{@

Letter Agreement, between the Company and Mark eéBgrwated as of May 22, 2015 (filed as Exhibit21@ the
Registrant’s Current Report on Formk8as filed on June 1, 2013y

Form of Letter Agreement Outlining Retention Pragréor United States Executive Officers (filed ashifit 10.3 to the
Registrant’s Current Report on Form 8-K as filedJane 1, 20159

Form of Letter Agreement Outlining Retention Pragrmr nonUnited States Executive Officer (filed as Exhibit4 to the
Registrant’s Current Report on Form 8-K as filedJane 1, 20159

Certification of Chief Executive Officer, pursuatat Securities Exchange Act Rules 13a-14(a) and 1¥8d), as adopte
pursuant to Section 302 of the Sarbanes-Oxley A2002.

Certification of Chief Financial Officer, pursuatt Securities Exchange Act Rules 13a-14(a) and 14g€), as adopte
pursuant to Section 302 of the Sarbanes-Oxley A2002.

Certification of Chief Executive Officer and Chieinancial Officer pursuant to 18 U.S.C. Section@,3%s adopted pursus
to Section 906 of the Sarbanes-Oxley Act of 2002.

The following materials from Tempur Sealy Interpatl, Inc.'s Quarterly Report on Form QOfor the quarter ended Ju
30, 2015, formatted in XBRL (Extensible Businesp®&®&ng Language): (i) the Condensed ConsolidatiedeSients c
Operations, (ii) the Condensed Consolidated StatewfeComprehensive Income (iii) the Condensed Glidated Balanc
Sheets, (iv) the Condensed Consolidated Statemé@@ash Flows, and (v) the Notes to Condensed Cidiased Financiz
Statements.

(1) Incorporated by reference.
(2) Indicates management contract or compensatorygslarrangement.
*

This exhibit shall not be deemed “filed" for purpef Section 18 of the Securities Exchange Adi934, as amended (15 U.S.C. 7
or otherwise subject to the liabilities of that &at, nor shall it be deemed incorporated by rafeeein any filings under the Securit
Act of 1933, as amended, or the Securities Exchakgeof 1934, as amended, whether made before ter #ie date hereof a
irrespective of any general incorporation languiagany filings.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its bel
by the undersigned thereunto duly authorized.

TEMPUR SEALY INTERNATIONAL, INC.

Date: August 7, 2015 By: /s/ BARRY A. HYTINEN

Barry A. Hytinen
Executive Vice President and Chief Financial Office
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-144), AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, W. Timothy Yaggi, certify that:
1. | have reviewed this quarterly report on FormQ@r the quarter ended June 30, 2015 of TempalySaternational, Inc.:

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or amgitate a material fact neces:
to make the statements made, in light of the cistances under which such statements were madepisigiading with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registran$ other certifying officer(s) and | are responsitae establishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange Act Rules 13¢
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaree designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by ot
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrigial reporting to be design
under our supervision, to provide reasonable amsareegarding the reliability of financial repogiand the preparation of financial statem
for external purposes in accordance with geneealbepted accounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtiis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such evaluation;

(d) Disclosed in this report any change in the segnts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit’'s internal control over financial reporting;dan

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cobotrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the registramst’
internal control over financial reporting.

Date: August 7, 2015 By: /sl W.TIMOTHY YAGGI

W. Timothy Yaggi
Interim President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-146), AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Barry A. Hytinen, certify that:
1. I have reviewed this quarterly report on FormraQ €or the quarter ended June 30, 2015, of Ter@gaty International, Inc.:

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or amgitate a material fact neces:
to make the statements made, in light of the cistances under which such statements were madepisigiading with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registran$ other certifying officer(s) and | are responsitae establishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange Act Rules 13¢
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaree designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by ot
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrigial reporting to be design
under our supervision, to provide reasonable amsareegarding the reliability of financial repogiand the preparation of financial statem
for external purposes in accordance with geneealbepted accounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtiis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such evaluation;

(d) Disclosed in this report any change in the segnts internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit’'s internal control over financial reporting;dan

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing theiveden:
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal comver financial reportin
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summaaizd report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifirole in th
registrant’s internal control over financial repogt

Date: August 7, 2015 By: /s/ BARRY A. HYTINEN
Barry A. Hytinen
Executive Vice President and Chief Financial Office




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Each of the undersigned hereby certifies, pursimh8 U.S.C. Section 1350, as adopted pursuargéd¢tdd 906 of the Sarban&sxley
Act of 2002, in his capacity as an officer of Tem@ealy International, Inc. (the “Companythat, to his knowledge, the Quarterly Repo
the Company on Form 10-Q for the period ended 30n2015, fully complies with the requirements of Sectid@(d) or 15(d) of the Securiti
Exchange Act of 1934 (15 U.S.C. 78m or 780(d)) trad the information contained in such report faptesents, in all material respects,
financial condition and results of operations oé tBompany. This written statement is being furrdshe the Securities and Excha
Commission as an exhibit to such FormQO0A signed original of this statement has beewiges to the Company and will be retained by
Company and furnished to the Securities and Exah&@ammission or its staff upon request.

Date: August 7, 2015 By: /sl W. TIMOTHY YAGGI

W. Timothy Yaggi
Interim President and Chief Executive Officer

Date: August 7, 2015 By: /sl BARRY A. HYTINEN

Barry A. Hytinen
Executive Vice President and Chief Financial Office




