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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q, including the information incorporated by reference herein, contains "forward
looking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amended, which includes information concerning one or more of our plans;
objectives; goals; strategies; future events; future revenues or performance; our implementation of our key strategic
priorities and anticipated resulting growth in our sales, earnings and cash flow; our ability to successfully integrate
Sealy Corporation ("Sealy") into the Company’s operations and realize cost and revenue synergies and other benefits
from the transaction and the anticipated level of our integration costs; our ability to realize the anticipated benefits
from our asset dispositions in 2014 and the acquisition in 2014 of brand rights in certain international markets; the
impact of the macroeconomic environment in both the U.S. and internationally on our business segments;
uncertainties arising from global events; general economic, financial and industry conditions, particularly in the retail
sector, as well as consumer confidence and the availability of consumer financing; competition in our industry;
consumer acceptance of our products; the ability to continuously improve and expand our product line, maintain
efficient, timely and cost-effective production and delivery of products, and manage growth; the ability to expand
brand awareness, distribution and new products; the efficiency and effectiveness of our advertising campaigns and
other marketing programs; the ability to increase sales productivity within existing retail accounts and to further
penetrate the retail channel, including the timing of opening or expanding within large retail accounts and the timing
and success of product launches; the effects of consolidation of retailers on revenues and costs; the effects of strategic
investments on our operations, including our efforts to expand our global market share; changing commodity costs;
changes in product and channel mix and the impact on the Company's gross margin; initiatives to improve gross
margin and operating margin; our capital structure and increased debt level, including our ability to meet financial
obligations and continue to comply with the terms and financial ratio covenants of our credit facilities; changes in
interest rates; changes in foreign tax rates and changes in tax laws generally, including the ability to utilize tax loss
carry forwards; effects of changes in foreign exchange rates on our reported earnings; the outcome of pending tax
audits or other tax, regulatory or litigation proceedings; the effect of future legislative or regulatory changes; litigation
and similar issues; financial flexibility; our expected sources of cash flow; changes in capital expenditures; and our
ability to effectively manage cash. Many of these statements appear, in particular, under the heading "Management’s
Discussion and Analysis of Financial Condition and Results of Operations" in ITEM 2 of Part I of this report. When
used in this report, the words "estimates," "expects," "guidance", "anticipates," "proposed," "projects," "plans,"
"intends," "believes" and variations of such words or similar expressions are intended to identify forward-looking
statements. These forward-looking statements are based upon our current expectations and various assumptions. There
can be no assurance that we will realize our expectations or that our beliefs will prove correct.

There are a number of risks and uncertainties that could cause our actual results to differ materially from the
forward-looking statements contained in this Report. There are important factors, many of which are beyond the
Company’s control, that could cause our actual results to differ materially from those expressed as forward-looking
statements in this report, including the risk factors discussed under the heading "Risk Factors" under ITEM 1A of Part
1 of our Annual Report on Form 10-K for the year ended December 31, 2014 and the risks identified in Item 1A of
this Report. There may be other factors that may cause our actual results to differ materially from the forward looking
statements.

All forward-looking statements attributable to us apply only as of the date of this Report and are expressly qualified in
their entirety by the cautionary statements included in this Report. Except as may be required by law, we undertake no
obligation to publicly update or revise any of the forward-looking statements, whether as a result of new information,
future events, or otherwise.
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When used in this Report, except as specifically noted otherwise, the term "Tempur Sealy International" refers to
Tempur
Sealy International, Inc. only, and the terms "Company," "we," "our," "ours" and "us" refer to Tempur Sealy
International, Inc. and its consolidated subsidiaries. When used in this Report, the term "Sealy" refers to Sealy
Corporation and its historical subsidiaries.
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PART I.     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
March 31,
2015 2014

Net sales $739.5 $701.9
Cost of sales 460.8 432.4
Gross profit 278.7 269.5
Selling and marketing expenses 153.8 143.0
General, administrative and other 77.7 70.3
Equity income in earnings of unconsolidated affiliates (3.0 ) (1.7 )
Royalty income, net of royalty expense (4.2 ) (4.5 )
Operating income 54.4 62.4

Other expense, net:
Interest expense, net 20.4 22.2
Other (income) expense, net (1.3 ) 1.0
Total other expense 19.1 23.2

Income before income taxes 35.3 39.2
Income tax provision (10.3 ) (11.5 )
Net income before non-controlling interest 25.0 27.7
Less: Net income attributable to non-controlling interest(1) 1.6 0.3
Net income attributable to Tempur Sealy International, Inc. $23.4 $27.4

Earnings per common share:
Basic $0.38 $0.45
Diluted $0.38 $0.44

Weighted average common shares outstanding:
Basic 60.9 60.7
Diluted 62.2 61.9

(1)

Income attributable to the Company's redeemable non-controlling interest in Comfort Revolution, LLC for the
three months ended March 31, 2015 and 2014 represented $0.6 million and $0.3 million, respectively.
Additionally, the Company recorded a $1.0 million redemption value adjustment, net of tax, to increase the
carrying value of the redeemable non-controlling interest as of March 31, 2015. For more information on the
carrying value of the redeemable non-controlling interest, please refer to Note 1, "Summary of Significant
Accounting Policies" in the Notes to the Condensed Consolidated Financial Statements.

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

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions)
(unaudited)

Three Months Ended 
 March 31,
2015 2014

Net income before non-controlling interest $25.0 $27.7
Other comprehensive (loss) income before tax, net of tax
Foreign currency translation adjustments (37.6 ) 0.8
Net change in unrecognized gain on interest rate swap, net of tax 0.1 0.1
Unrealized gain on cash flow hedging derivatives, net of tax 1.3 0.9
Other comprehensive (loss) income, net of tax (36.2 ) 1.8
Comprehensive (loss) income (11.2 ) 29.5
Less: Comprehensive income attributable to non-controlling interest (1) 1.6 0.3
Comprehensive (loss) income attributable to Tempur Sealy International, Inc. $(12.8 ) $29.2

(1)

Income attributable to the Company's redeemable non-controlling interest in Comfort Revolution, LLC for the
three months ended March 31, 2015 and 2014 represented $0.6 million and $0.3 million, respectively.
Additionally, the Company recorded a $1.0 million redemption value adjustment, net of tax, to increase the
carrying value of the redeemable non-controlling interest as of March 31, 2015. For more information on the
carrying value of the redeemable non-controlling interest, please refer to Note 1, "Summary of Significant
Accounting Policies" in the Notes to the Condensed Consolidated Financial Statements.

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

CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions)

March 31, 
 2015

December 31,
2014

(Unaudited)
ASSETS

Current Assets:
Cash and cash equivalents $45.0 $62.5
Accounts receivable, net 390.1 385.8
Inventories, net 226.9 217.2
Prepaid expenses and other current assets 55.9 56.5
Deferred income taxes 53.8 44.4
Total Current Assets 771.7 766.4
Property, plant and equipment, net 353.1 355.6
Goodwill 718.3 736.5
Other intangible assets, net 715.6 727.1
Deferred income taxes 8.7 8.6
Other non-current assets 87.7 68.4
Total Assets $2,655.1 $2,662.6

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current Liabilities:
Accounts payable $236.6 $226.4
Accrued expenses and other current liabilities 220.0 233.3
Deferred income taxes 0.2 0.2
Income taxes payable 9.2 12.0
Current portion of long-term debt 70.1 66.4
Total Current Liabilities 536.1 538.3
Long-term debt 1,532.5 1,535.9
Deferred income taxes 259.9 258.8
Other non-current liabilities 117.3 114.3
Total Liabilities 2,445.8 2,447.3

Commitments and contingencies—see Note 11

Redeemable non-controlling interest 14.8 12.6

Total Stockholders’ Equity 194.5 202.7
Total Liabilities, Redeemable Non-Controlling Interest and Stockholders' Equity $2,655.1 $2,662.6

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
(unaudited)

Three Months Ended
March 31,
2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income before non-controlling interest $25.0 $27.7
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization 17.8 19.9
Amortization of stock-based compensation 4.0 4.1
Amortization of deferred financing costs 2.2 2.3
Bad debt expense 1.1 1.8
Deferred income taxes (6.7 ) (1.9 )
Dividends received from unconsolidated affiliates 1.9 —
Equity income in earnings of unconsolidated affiliates (3.0 ) (1.7 )
Non-cash interest expense on convertible notes 1.3 1.2
Loss on sale of assets 0.1 0.3
Foreign currency adjustments and other 0.1 0.1
Changes in operating assets and liabilities (50.2 ) (55.4 )
Net cash used in operating activities (6.4 ) (1.6 )

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property, plant and equipment (15.4 ) (7.8 )
Other — (0.8 )
Net cash used in investing activities (15.4 ) (8.6 )

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings under long-term debt obligations 97.9 74.5
Repayments of borrowings under long-term debt obligations (98.8 ) (66.5 )
Proceeds from exercise of stock options 1.6 1.7
Excess tax benefit from stock based compensation — 0.9
Treasury shares repurchased (1.1 ) (2.2 )
Other 0.2 0.1
Net cash (used in) provided by financing activities (0.2 ) 8.5
NET EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS 4.5 0.4

Decrease in cash and cash equivalents (17.5 ) (1.3 )
CASH AND CASH EQUIVALENTS, beginning of period 62.5 81.0
CASH AND CASH EQUIVALENTS, end of period $45.0 $79.7

Supplemental cash flow information:
Cash paid during the period for:
Interest $10.1 $12.3
Income taxes, net of refunds 34.4 10.2

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited)

(1) Summary of Significant Accounting Policies 

(a) Basis of Presentation and Description of Business. Tempur Sealy International, Inc., a Delaware corporation,
together with its subsidiaries is a U.S. based, multinational company. The term "Tempur Sealy International" refers to
Tempur Sealy International, Inc. only, and the term "Company" refers to Tempur Sealy International, Inc. and its
consolidated subsidiaries.

The Company develops, manufactures, markets and sells bedding products, which include mattresses, foundations and
adjustable bases, and other products, which include pillows and other accessories. The Company also derives income
from royalties by licensing Sealy® and Stearns & Foster® brands, technology and trademarks to other manufacturers.
The Company sells its products through two sales channels: Retail and Other.

The Company’s Condensed Consolidated Financial Statements include the results of Comfort Revolution, LLC
("Comfort Revolution"), a 45.0% owned joint venture. Comfort Revolution constitutes a variable interest entity
("VIE") for which the Company is considered to be the primary beneficiary due to the Company's disproportionate
share of the economic risk associated with its equity contribution, debt financing and other factors that were
considered in the related-party analysis surrounding the identification of the primary beneficiary. The operations of
Comfort Revolution are not material to the Company's Condensed Consolidated Financial Statements.

The Company also has ownership interests in a group of Asia-Pacific joint ventures to develop markets for Sealy®
branded products in those regions. The equity method of accounting is used for these joint ventures, over which the
Company has significant influence but does not have effective control, and consolidation is not otherwise required.
The Company’s Asia-Pacific joint ventures are more fully described in Note 6, "Unconsolidated Affiliate Companies".

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with
the instructions to Form 10-Q and Article 10 of Regulation S-X and include all of the information and disclosures
required by generally accepted accounting principles in the United States ("U.S. GAAP" or "GAAP") for interim
financial reporting. These unaudited Condensed Consolidated Financial Statements should be read in conjunction with
the Consolidated Financial Statements of the Company and related footnotes for the year ended December 31, 2014,
included in the Company’s Annual Report on Form 10-K filed on February 13, 2015.

The results of operations for the interim periods are not necessarily indicative of results of operations for a full year. It
is the opinion of management that all necessary adjustments for a fair presentation of the results of operations for the
interim periods have been made and are of a recurring nature unless otherwise disclosed herein.

(b) Inventories. Inventories are stated at the lower of cost or market, determined by the first-in, first-out method, and
consist of the following:
(in millions) March 31, December 31,

2015 2014
Finished goods $141.9 $134.0
Work-in-process 8.6 11.4
Raw materials and supplies 76.4 71.8

$226.9 $217.2
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(c) Accrued Sales Returns. The Company allows product returns through certain sales channels and on certain
products. Estimated sales returns are provided at the time of sale based on historical sales channel return rates.
Estimated future obligations related to these products are provided by a reduction of sales in the period in which the
revenue is recognized. Accrued sales returns are included in accrued expenses and other current liabilities in the
accompanying Condensed Consolidated Balance Sheets.

The Company had the following activity for sales returns from December 31, 2014 to March 31, 2015:
(in millions)
Balance as of December 31, 2014 $32.3
Amounts accrued 28.5
Returns charged to accrual (29.4 )
Balance as of March 31, 2015 $31.4

(d) Warranties. The Company provides warranties on certain products, which vary by segment, product and brand.
Estimates of warranty expenses are based primarily on historical claims experience and product testing. Estimated
future obligations related to these products are charged to cost of sales in the period in which the related revenue is
recognized. In estimating its warranty obligations, the Company considers the impact of recoverable salvage value on
warranty costs in determining its estimate of future warranty obligations.

The Company provides warranties on mattresses with varying warranty terms. Tempur mattresses sold in the North
America segment and all Sealy mattresses have warranty terms ranging from 10 to 25 years, generally non-prorated
for the first 10 to 15 years and then prorated for the balance of the warranty term. Tempur mattresses sold in the
International segment have warranty terms ranging from 5 to 15 years, non-prorated for the first 5 years and then
prorated on a straight-line basis for the last 10 years of the warranty term. Tempur pillows have a warranty term of
three years, non-prorated.

The Company had the following activity for warranties from December 31, 2014 to March 31, 2015:
(in millions)
Balance as of December 31, 2014 $31.3
Amounts accrued 6.5
Warranties charged to accrual (6.4 )
Balance as of March 31, 2015 $31.4

As of March 31, 2015 and December 31, 2014, $16.3 million and $16.1 million are included as a component of
accrued expenses and other current liabilities and $15.1 million and $15.2 million are included in other non-current
liabilities on the Company’s accompanying Condensed Consolidated Balance Sheets, respectively.

(e) Revenue Recognition. Sales of products are recognized when persuasive evidence of an arrangement exists, title
passes to customers and the risks and rewards of ownership are transferred, the sales price is fixed or determinable and
collectability is reasonably assured. The Company extends volume discounts to certain customers, as well as
promotional allowances, floor sample discounts, commissions paid to retail associates and slotting fees, and reflects
these amounts as a reduction of sales at the time revenue is recognized based on historical experience. The Company
also reports sales net of tax assessed by qualifying governmental authorities. The Company extends credit based on
the creditworthiness of its customers. No collateral is required on sales made in the normal course of business.
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The allowance for doubtful accounts is the Company’s best estimate of the amount of probable credit losses in the
Company’s accounts receivable. The Company regularly reviews the adequacy of its allowance for doubtful accounts.
The Company determines the allowance based on historical write-off experience and current economic conditions and
also considers factors such as customer credit, past transaction history with the customer and changes in customer
payment terms when determining whether the collection of a customer receivable is reasonably assured. Account
balances are charged off against the allowance after all reasonable means of collection have been exhausted and the
potential for recovery is considered remote. The allowance for doubtful accounts included in accounts receivable, net
in the accompanying Condensed Consolidated Balance Sheets was $19.7 million and $19.5 million as of March 31,
2015 and December 31, 2014, respectively.

9
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(f) Cooperative Advertising, Rebate and Other Promotional Programs. The Company enters into agreements with
customers to provide funds for advertising and promotions. The Company also enters into volume and other rebate
programs with customers. When sales are made to these customers, the Company records liabilities pursuant to these
agreements. The Company periodically assesses these liabilities based on actual sales and claims to determine whether
all of the cooperative advertising earned will be used by the customer or whether the customer will meet the
requirements to receive rebate funds. The Company generally negotiates these agreements on a customer-by-customer
basis. Some of these agreements extend over several periods. Significant estimates are required at any point in time
with regard to the ultimate reimbursement to be claimed by the customers. Subsequent revisions to such estimates are
recorded and charged to earnings in the period in which they are identified. Rebates and cooperative advertising are
classified as a reduction of revenue and presented within net sales on the accompanying Condensed Consolidated
Statements of Income. Certain cooperative advertising expenses are reported as components of selling and marketing
expenses in the accompanying Condensed Consolidated Statements of Income because the Company receives an
identifiable benefit and the fair value of the advertising benefit can be reasonably estimated.

(g) Derivative Financial Instruments. Derivative financial instruments are used in the normal course of business to
manage interest rate and foreign currency exchange risks. The financial instruments used by the Company are
straight-forward, non-leveraged, instruments. The counterparties to these financial instruments are financial
institutions with strong credit ratings. The Company maintains control over the size of positions entered into with any
one counterparty and regularly monitors the credit ratings of these institutions. For all transactions designated as
hedges, the hedging relationships is formally documented at the inception and an ongoing basis in offsetting changes
in cash flows of the hedged transaction.

The Company records derivative financial instruments on the consolidated balance sheets as either an asset or liability
measured at its fair value. Changes in a derivative's fair value (i.e., unrealized gains or losses) are recorded each
period in earnings or other comprehensive loss ("OCL"), depending on whether the derivative is designated and is
effective as a hedged transaction, and on the type of hedging relationship.

For derivative financial instruments that are designated as a hedge, unrealized gains and losses related to the effective
portion are either recognized in income immediately to offset the realized gain or loss on the hedged item, or are
deferred and reported as a component of accumulated OCL in stockholders' equity and subsequently recognized in net
income when the hedged item affects net income. The change in fair value of the ineffective portion of a derivative
financial instrument is recognized in net income immediately. For derivative instruments that are not designated as
hedges, the gain or loss related to the change in fair value is also recorded to net income immediately.

The Company manages the changes in interest rates on its variable rate debt through a four-year interest rate swap
agreement that was entered into on August 8, 2011. The Company designated this interest rate swap agreement as a
cash flow hedge of floating rate borrowings and expects the hedge to be highly effective in offsetting fluctuations in
the designated interest payments resulting from changes in the benchmark interest rate. The gains and losses on the
designated interest rate swap agreement will offset losses and gains on the transactions being hedged. As a result of
this interest rate swap agreement, the Company pays interest at a fixed rate and receives payments at a variable rate
which began on December 30, 2011. As of December 30, 2011, the interest rate swap agreement effectively fixed the
floating LIBOR-based interest rate to 1.25% plus the applicable margin on $250.0 million of the outstanding balance
under the Company's variable rate debt. On December 30, 2013, the outstanding notional principal amount of the
interest rate swap agreement reduced to $150.0 million. The interest rate swap agreement expires on December 30,
2015. The Company has selected the LIBOR-based portion of the hedged portion of the Company's variable rate debt
during the term of the interest rate swap agreement. The effective portion of the change in value of the interest rate
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swap agreement is reflected as a component of comprehensive (loss) income and recognized as interest expense, net as
payments are paid or accrued. The remaining gain or loss in excess of the cumulative change in the present value of
the future cash flows of the hedged item, if any (i.e., the ineffective portion) or hedge components excluded from the
assessment of effectiveness are recognized as interest expense, net during the current period. The fair value of the
interest rate swap agreement is calculated as described in Note 7, "Fair Value Measurements". These amounts are
immaterial to the Condensed Consolidated Financial Statements.
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TEMPUR SEALY INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

The Company manages a portion of the risk associated with fluctuations in foreign currencies related to intercompany
and third party inventory purchases denominated in foreign currencies through foreign exchange forward contracts
designated as cash flow hedges. As of March 31, 2015, the Company had foreign exchange forward contracts
designated as cash flow hedges to buy U.S dollars and to sell Canadian dollars with a notional amount outstanding
of $50.4 million. These foreign exchange forward contracts have maturities ranging from April 2015 to March
2016. The effectiveness of the cash flow hedge contracts, including time value, is assessed prospectively and
retrospectively on a monthly basis using regression analysis, as well as using other timing and probability criteria. The
effective portion of the cash flow hedge contracts' gains or losses resulting from changes in the fair value of these
hedges is initially reported, net of tax, as a component of accumulated OCL until the underlying hedged item is
reflected in the Company's accompanying Condensed Consolidated Statements of Income, at which time the effective
amount in accumulated OCL is reclassified to cost of sales in the accompanying Condensed Consolidated Statements
of Income. The Company expects to reclassify a gain of approximately $2.7 million, net of tax, over the next 12
months based on March 31, 2015 exchange rates. These amounts are immaterial to the Condensed Consolidated
Financial Statements.

The Company is also exposed to foreign currency risk related to intercompany debt and associated interest payments
and certain intercompany accounts receivable and accounts payable. To manage the risk associated with fluctuations
in foreign currencies related to these assets and liabilities, the Company enters into foreign exchange forward
contracts. The Company considers these contracts to be economic hedges. Accordingly, changes in the fair value of
these instruments affect earnings during the current period. These foreign exchange forward contracts protect against
the reduction in value of forecasted foreign currency cash flows resulting from payments in foreign currencies. The
fair value of the foreign exchange forward contracts are estimated as described in Note 7, "Fair Value Measurements".
These amounts are immaterial to the Condensed Consolidated Financial Statements.

(h) Income Taxes. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
temporary differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. Deferred tax
assets are also recognized for the estimated future effects of tax loss carry forwards. The effect of changes in tax rates
on deferred taxes is recognized in the period in which the enactment dates change. Valuation allowances are
established when necessary on a jurisdictional basis to reduce deferred tax assets to the amounts expected to be
realized. The Company accounts for uncertain foreign and domestic tax positions utilizing a proscribed recognition
threshold and measurement attributes for the financial statement recognition and measurement of a tax position taken
or expected to be taken in a tax return.

(i) Redeemable Non-controlling Interest. The Company is party to a put and call arrangement with respect to the
common securities that represent the 55.0% non-controlling interest in Comfort Revolution. The call arrangement may
be exercised by the Company on or after June 12, 2017. The put arrangement may be exercised by Comfort
Revolution on or after June 12, 2018. The redemption value for both the put and the call arrangement is equal
to 7.5 times earnings before interest, tax, depreciation and amortization ("EBITDA"), as defined in the related LLC
agreement, of Comfort Revolution for the preceding 12 months, adjusted for net debt outstanding and multiplied by
the 55.0% ownership interest not held by the Company. Due to the existing put and call arrangements, the
non-controlling interest is considered to be redeemable and is recorded on the balance sheet as a redeemable
non-controlling interest outside of permanent equity. The redeemable non-controlling interest is recognized at the
higher of 1) the accumulated earnings associated with the non-controlling interest or 2) the contractually-defined
redemption value as of the balance sheet date.
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Income attributable to the Company's redeemable non-controlling interest in Comfort Revolution for the three months
ended March 31, 2015 and 2014 represented $0.6 million and $0.3 million, respectively. As of March 31, 2015, the
redemption value exceeded the accumulated earnings associated with the redeemable non-controlling interest.
Therefore, the Company recorded a $1.0 million redemption value adjustment, net of tax, to increase the carrying
value of the redeemable non-controlling interest as of March 31, 2015. For all prior periods, the accumulated earnings
exceeded the redemption value and, accordingly, the redeemable non-controlling interest was measured using its
accumulated earnings. 

(j) Subsequent Events. On May 11, 2015, the Company’s Board of Directors terminated its President and Chief
Executive Officer and has named an interim CEO, effective May 12, 2015. The Company is currently evaluating the
effects of this termination, including but not limited to obligations for severance as required under the associated
employment agreements and impacts on outstanding stock-based compensation awards.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(2) Recently Issued Accounting Pronouncements 

In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
No. 2014-09, Revenue From Contracts With Customers, that outlines a single comprehensive model for entities to use
in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition
guidance, including industry-specific guidance. The ASU is based on the core principle that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange for those goods or services. This ASU also requires disclosures
sufficient to enable users to understand the nature, amount, timing, and uncertainty of revenue and cash flows arising
from contracts with customers, including qualitative and quantitative disclosures about contracts with customers,
significant judgments and changes in judgments, and assets recognized from the costs to obtain or fulfill a contract.
Entities have the option of using either a full retrospective or a modified retrospective approach for the adoption of the
new standard. This ASU is effective for fiscal years beginning after December 15, 2016 including interim periods
within that reporting period; however, the FASB recently issued a proposal to defer the effective date and thus the
Company's adoption to the first quarter of 2018. The Company is currently evaluating the new guidance to determine
the Company's adoption method and the effect it will have on the Company's Condensed Consolidated Financial
Statements. 

In April 2015, the FASB issued ASU No. 2015-03, Interest- Imputation of Interest- Simplifying the Presentation of
Debt Issuance Costs, which requires debt issuance costs related to a recognized debt liability to be presented in the
balance sheet as a direct deduction from the carrying amount of that debt liability. This ASU is effective on a
retrospective basis for annual reporting periods beginning after December 15, 2015, however early adoption is
permitted. The Company is currently evaluating the effect that the adoption of this ASU will have on the Company's
Condensed Consolidated Financial Statements.
(3) Acquisitions and Divestitures 
Effective July 1, 2014, the Company acquired certain assets from a third party licensee in Japan. The total purchase
price was $8.5 million, subject to customary working capital adjustments. The Company accounted for this acquisition
using the acquisition method. The preliminary allocation of the purchase price was based on estimates of the fair value
of assets acquired as of July 1, 2014. The excess of the purchase price over the estimated fair value of the assets and
identifiable intangible assets acquired was recorded as goodwill, which is non-deductible for income tax purposes.
The Company finalized the allocation of the purchase price during the first quarter of 2015, which did not result in any
material measurement period adjustments.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(4) Goodwill 

Effective January 1, 2015, the Company realigned its organizational structure and updated its segments in light of the
progress made in 2013 and 2014 integrating Sealy into its business. The Company's updated operating segments are
North America and International. For additional information regarding the Company's realignment and business
segment determination, see Note 15, "Segment Information".

As a result of the Company's segment realignment, the composition of the Company's reporting units for the
evaluation of goodwill impairment also changed. Historically, the Company's reporting units were the same as the
operating segments: Tempur North America, Tempur International, and Sealy. Effective January 1, 2015, the
Company identified three reporting units for purposes of evaluating goodwill impairment: Tempur Sealy U.S. and
Tempur Sealy Canada reporting units within the North America segment and one reporting unit comprising the
International segment.

As the composition of the reporting units changed, the Company reassigned historical goodwill to the new reporting
units based on a relative fair value allocation approach. The relative fair value allocation approach yielded the
reassignment of total Sealy goodwill as of December 31, 2014 of $521.9 million. The following summarizes the
reassignment of goodwill from the historical segments to the new segments:

(in millions) 
Reassigned
Goodwill by
Segment

North America segment:
Tempur North America segment goodwill as of January 1, 2015 $106.2
Sealy goodwill as of January 1, 2015 reassigned to the North America segment 468.3
Total North America segment goodwill as of January 1, 2015 $574.5

International segment:
Tempur International segment goodwill as of January 1, 2015 $108.4
Sealy segment goodwill as of January 1, 2015 reassigned to International segment 53.6
Total International segment goodwill as of January 1, 2015 $162.0

The following summarizes changes to the Company’s goodwill, by segment:
(in millions) North America International Consolidated
Balance as of January 1, 2015 $574.5 $162.0 $736.5
Purchase price allocation adjustments from acquisition — (1.4 ) (1.4 )
Foreign currency translation adjustments (6.0 ) (10.8 ) (16.8 )
Balance as of March 31, 2015 $568.5 $149.8 $718.3
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(5) Debt 

Debt for the Company consists of the following:

(in millions) March 31, 
 2015

December 31,  
 2014

Debt:
Revolving credit facility, interest at Base Rate plus applicable margin of 1.75% or
LIBOR plus applicable margin of 2.75% as of March 31, 2015 and Base Rate plus
applicable margin of 2.00% or LIBOR plus applicable margin of 3.00% as of
December 31, 2014, commitment through and due March 18, 2018

$43.0 $16.0

Term A Facility, interest at LIBOR plus applicable margin of 2.00% as of March 31,
2015 and 2.25% as of December 31, 2014, commitment through and due March 18,
2018

462.5 484.5

Term B Facility, interest at LIBOR, subject to a 0.75% floor plus applicable margin
of 2.75% as of March 31, 2015 and as of December 31, 2014, commitment through
and due March 18, 2020

584.0 594.4

$375.0 million Senior Notes, interest at 6.875%, due December 15, 2020 375.0 375.0
8.0% Sealy Notes, due July 15, 2016 106.0 104.7
Capital lease obligations and other 32.1 27.7

$1,602.6 $1,602.3
Less: current portion (70.1 ) (66.4 )
Long-term debt $1,532.5 $1,535.9

On December 12, 2012, Tempur Sealy International and certain subsidiaries of Tempur Sealy International as
borrowers and guarantors, entered into a credit agreement (as amended, the “2012 Credit Agreement”) with a syndicate
of banks. The 2012 Credit Agreement requires compliance with certain financial covenants providing for maintenance
of a minimum consolidated interest coverage ratio and maintenance of a maximum consolidated total net leverage
ratio. The consolidated total net leverage ratio is calculated using consolidated funded debt less qualified cash (as
defined in the 2012 Credit Agreement). Consolidated funded debt includes debt recorded on the Condensed
Consolidated Balance Sheets as of the reporting date, plus letters of credit outstanding and certain other debt and
obligations. The Company is allowed to exclude 100.0% of the domestic qualified cash and 60.0% of foreign qualified
cash, the aggregate of which cannot exceed $150.0 million at the end of the reporting period. As of March 31, 2015,
domestic qualified cash was $15.7 million and foreign qualified cash was $17.6 million.

The Company is in compliance with all applicable covenants as of March 31, 2015.

(6) Unconsolidated Affiliate Companies 

The Company has ownership interests in a group of Asia-Pacific joint ventures, to develop markets for Sealy®
branded products in those regions. The Company’s ownership interest in these joint ventures is 50.0% and is accounted
for under the equity method. The Company's investment of $14.0 million and $12.9 million at March 31, 2015 and
December 31, 2014, respectively, are recorded in other non-current assets within the accompanying Condensed
Consolidated Balance Sheets. The Company’s share of earnings is recorded in equity income in earnings of
unconsolidated affiliates in the accompanying Condensed Consolidated Statements of Income.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (unaudited) (continued)

(7) Fair Value Measurements 

The classification of fair value measurements within the established three-level hierarchy is based upon the lowest
level of input that is significant to the measurement. There were no transfers between levels for the three months
ended March 31, 2015 and year ended December 31, 2014. At March 31, 2015 and December 31, 2014, the Company
had an interest rate swap and foreign exchange forward contracts recorded at fair value. The fair value of the interest
rate swap is calculated using standard industry models based on observable forward yield curves and takes into
consideration current interest rates and the current creditworthiness of the counterparties or the Company, as
applicable. The fair value of the foreign exchange forward contracts is calculated using standard industry models
based on observable forward points and discount curves. The fair values of all derivative instruments are adjusted for
credit risk and restrictions and other terms specific to the contracts. The fair value of the interest rate swap and the
foreign exchange forward contracts were based on Level 2 inputs and were not material at March 31, 2015 or
December 31, 2014.

The carrying value of cash and cash equivalents, accounts receivable and accounts payable approximate fair value
because of the short-term maturity of those instruments. Borrowings under the 2012 Credit Agreement are at variable
interest rates and accordingly their carrying amounts approximate fair value. The fair value of the Senior Notes was
approximately $401.3 million and $398.4 million at March 31, 2015 and December 31, 2014, respectively. The fair
value of Sealy's 8.0% Senior Secured Third Lien Convertible Notes due 2016 ("Sealy 8.0% Notes") was
approximately $111.8 million and $110.7 million at March 31, 2015 and December 31, 2014, respectively. The fair
value of the Senior Notes and the 8.0% Sealy Notes were based on Level 2 inputs estimated using discounted cash
flows and market-based expectations for interest rates, credit risk, and the contractual terms of the debt instruments.
(8) Stockholders' Equity 

(a) Common Stock. Tempur Sealy International has 300.0 million authorized shares of common stock with $0.01 per
share par value and 0.01 million shares of preferred stock. Subject to preferences that may be applicable to any
outstanding preferred stock, holders of the common stock are entitled to receive ratably such dividends as may be
declared from time to time by the Board of Directors out of funds legally available for that purpose. In the event of
liquidation, dissolution or winding up, the holders of the common stock are entitled to share ratably in all assets
remaining after payment of liabilities, subject to prior distribution rights of preferred stock, if any, then outstanding.
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(b) Accumulated Other Comprehensive Loss ("OCL"). Accumulated OCL consisted of the following:
(in millions) Three Months Ended

March 31,
2015 2014

Foreign Currency Translation
Balance at beginning of period $(54.0 ) $(15.6 )
Other comprehensive (loss) income:
Foreign currency translation adjustments (1) (37.6 ) 0.8
Balance at end of period $(91.6 ) $(14.8 )

Interest Rate Swap
Balance at beginning of period $(0.7 ) $(1.4 )
Other comprehensive income:
Net change from period revaluations: 0.7 0.7
Tax expense(2) (0.3 ) (0.3 )
Total other comprehensive income before reclassifications, net of tax $0.4 $0.4
Net amount reclassified to earnings (3) (0.5 ) (0.5 )
Tax benefit (2) 0.2 0.2
Total amount reclassified from accumulated other comprehensive loss, net of tax $(0.3 ) $(0.3 )
Total other comprehensive income 0.1 0.1
Balance at end of period $(0.6 ) $(1.3 )

Pension Benefits
Balance at beginning of period $(2.4 ) $3.2
Other comprehensive income:
Net change from period revaluations: — —
Tax expense — —
Total other comprehensive income before reclassifications, net of tax $— $—
Net amount reclassified to earnings — —
Tax benefit — —
Total amount reclassified from accumulated other comprehensive loss, net of tax $— $—
Total other comprehensive income — —
Balance at end of period $(2.4 ) $3.2

Foreign Exchange Forward Contracts
Balance at beginning of period $1.3 $—
Other comprehensive income:
Net change from period revaluations: 3.7
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