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Item 5.02 Departure of Directors of Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain
Officers

On June 30, 2008, the Board of Directors of Tempur-Pedic International Inc. (the “Company”) appointed Mark A. Sarvary as the Chief Executive Officer
and President of the Company, effective as of August 4, 2008. Since January 2008, Mr. Sarvary has been an Industrial Partner with CVC Capital Partners, a
global private equity firm. Prior to CVC Capital Partners, from 2004 to 2007, Mr. Sarvary was the President of Campbell Soup Company’s North America
division, responsible for $6 billion of businesses including Campbell Soup, Pepperidge Farm, Pace, Prego and V8 as well as Godiva’s global business. From 2002
until 2004, Mr. Sarvary was the President of Campbell’s Pepperidge Farm division. Prior to joining Campbell’s, from 1999 to 2002, he was the Chief Executive
Officer of J. Crew Group, Inc., and from 1993 to 1999 he worked for Nestle, most recently as the President of the Stouffer’s Frozen Food division. Earlier in his
career, Mr. Sarvary worked as a strategy consultant with Bain & Company and in sales and marketing roles with IBM in Europe. Mr. Sarvary, age 49, received a
BSc (Physics) from Kent University in the United Kingdom and an MBA from INSEAD Business School in France.

On June 30, 2008, the Company entered into an Employment and Non-Competition Agreement with Mr. Sarvary (the “Employment Agreement”) to reflect
his appointment as Chief Executive Officer and President. The Employment Agreement provides for Mr. Sarvary’s employment during the transition period
between June 30, 2008 and August 3, 2008 and thereafter as Chief Executive Officer and President. The Employment Agreement has an initial term of one year
and a perpetual one-year renewal term. Either party may elect not to renew the Employment Agreement, upon written notice, 90 days prior to the expiration of the
initial or renewal term. The Employment Agreement currently provides for an annual base salary of $750,000, subject to annual adjustment by the Board of
Directors, and a variable performance bonus set to a target of 100% of Mr. Sarvary’ base salary if certain criteria are met as established by the Company’s
Compensation Committee or Board of Directors. In the event Mr. Sarvary’s employment is terminated without Cause (as defined in the Employment Agreement)
by the Company or for Good Reason (as defined by the Employment Agreement) by Mr. Sarvary, then Mr. Sarvary is entitled to receive any earned and unpaid
portion of his base salary and the value of any unused vacation, continued payment of his base salary for two years, continuation of welfare benefits for two years,
additional severance in a lump sum in an amount equal to a pro rata portion (based on the number of days in the year prior to the date of his termination of
employment) of his base salary as then in effect, any previously earned performance bonus and vesting acceleration of his next annual installment of stock
options. Upon his death or disability, Mr. Sarvary is entitled to receive any earned and unpaid portion of his base salary and the value of any unused vacation,
additional severance in a lump sum in an amount equal to a pro rata portion (based on the number of days in the year prior to the date of his termination of
employment) of his base salary as then in effect, any previously earned performance bonus and vesting acceleration of his next annual installment of stock
options. Mr. Sarvary will also receive a hiring bonus of $200,000, fifty percent which is payable upon the commencement of his employment and fifty percent
which is payable on his first anniversary date of employment, provided the Employment Agreement is still in effect. In addition, Mr. Sarvary agreed not to
compete with the Company during his employment with the Company and for two years following his termination of employment and not to solicit any
employees of the Company for two years after the termination of employment.

On June 30, 2008, the Company granted to Mr. Sarvary an option award for nine hundred thousand (900,000) shares of the Company’s common stock,
$0.01 par value per share, at an exercise price of $7.81, vesting in four equal annual installments starting on the first anniversary date of his employment. In
addition, if a change of control of the Company occurs and Mr. Sarvary’s employment is terminated but not for Cause or if Mr. Sarvary resigns for Good Reason
within twelve (12) months after the occurrence of a change of control, Mr. Sarvary’s next installment of 225,000 shares will accelerate and vest as of the date of
his termination of employment. The Company entered into a Stock Option Agreement (the “Option Agreement”) with Mr. Sarvary to reflect the terms of this
grant.



A copy of the Employment Agreement and the Option Agreement are attached to this current report on Form 8-K and are incorporated herein by reference.

The Board of Directors also increased the size of the Board of Directors to ten (10) members and appointed Mr. Sarvary to the Board of Directors to fill the
vacancy, effective as of August 4, 2008. Mr. Bryant will continue to serve on the Company’s Board of Directors through his current term, which expires at the
next annual meeting of stockholders in 2009.

TEMPUR® and Tempur-Pedic® are the Company’s trademarks, trade names and service marks. All other trademarks, trade names and service marks used
in this press release are the property of their respective owners.

Item 7.01 Regulation FD Disclosure

On June 30, 2008, Tempur-Pedic International Inc. issued a press release with respect to the appointment of Mark Sarvary as its Chief Executive Officer
and President. A copy of this press release is furnished as Exhibit 99.1 to this current report on Form 8-K and is incorporated by reference herein.

The information in this report (including Exhibit 99.1) shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”), or otherwise subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits
 
Exhibit  Description
10.1  Employment and Non-Competition Agreement by and between Tempur-Pedic International Inc. and Mark A. Sarvary dated as of June 30, 2008

10.2  Stock Option Agreement by and between Tempur-Pedic International Inc. and Mark A. Sarvary dated as of June 30, 2008

99.1  Press Release dated June 30, 2008, entitled “Tempur-Pedic Names Mark Sarvary as Chief Executive Officer and President”
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undersigned hereunto duly authorized.

Date: June 30, 2008
 

Tempur-Pedic International Inc.
 
By:  /s/ Dale E. Williams
Name:  Dale E. Williams
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EXHIBIT 10.1

EMPLOYMENT AND NON-COMPETITION AGREEMENT
(Mark A. Sarvary)

THIS EMPLOYMENT AND NON-COMPETITION AGREEMENT (the “Agreement”) is executed as of this 30th day of June, 2008 (the “Effective
Date”), by and between Tempur-Pedic International Inc., a Delaware corporation (the “Company”), and Mark A. Sarvary, an individual (“Employee”).

In consideration of the mutual agreements and covenants contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged by the Company and Employee, it is hereby agreed as follows:

ARTICLE I

EMPLOYMENT

1.1 Term of Employment. As of the Effective Date, the Company agrees to employ Employee as an employee of the Company and as the Chief Executive
Officer and President of the Company as further set forth in Section 1.2, and Employee accepts employment by the Company, for the period commencing on the
Effective Date and ending on June 30, 2009 (the “Initial Term”), subject to earlier termination as set forth in Article III below. Unless earlier terminated in
accordance with Article III, following the expiration of the Initial Term, this Agreement shall be automatically renewed for successive one-year periods
(collectively, the “Renewal Terms”; individually, a “Renewal Term”) unless, at least ninety (90) days prior to the expiration of the Initial Term or the then current
Renewal Term, either party provides the other party with a written notice of intention not to renew, in which case the Employee’s employment with the Company,
and the Company’s obligations hereunder, shall terminate as of the end of the Initial Term or said Renewal Term, as applicable. Except as otherwise expressly
provided herein, the terms and conditions of this Agreement during any Renewal Term shall be the same as the terms in effect immediately prior to such renewal,
subject to any such changes or modifications as mutually may be agreed between the parties as evidenced in a written instrument signed by both the Company
and Employee.

1.2 Position and Duties.

(a) From the Effective Date through August 3, 2008 (the “Transition Period”), Employee shall be employed as an employee of the Company. In his
capacity as an employee, Employee shall be subject to the authority of, and shall report to, the Company’s Board of Directors. During the Transition Period,
Employee shall be engaged in transition activities with respect to the assumption of the Chief Executive Officer and President position.

(b) Effective August 4, 2008, Employee shall be employed in the position of Chief Executive Officer and President. In such capacity, Employee shall
be subject to the authority of, and shall report to, the Company’s Board of Directors. Employee shall devote Employee’s entire business time, loyalty, attention
and energies exclusively to the business interests of the Company while employed by the Company, and shall perform his duties and responsibilities diligently
and to the best of his ability.



ARTICLE II

COMPENSATION AND OTHER BENEFITS

2.1 Base Salary. The Company shall pay Employee an annual salary of $750,000 (“Base Salary”), payable in accordance with the normal payroll practices
of the Company. The Employee’s Base Salary will be reviewed and be subject to adjustment by the Board of Directors or its Compensation Committee at their
discretion each fiscal year on or about July 1 or earlier in the fiscal year in accordance with the Company’s annual review policy, commencing with the fiscal year
2009.

2.2 Performance Bonus. Employee will be eligible to earn an annual performance-based bonus based on a formula approved by the Company’s Board of
Directors or its Compensation Committee and incorporated herein by this reference for the pro-rata portion of 2008 during which the Employee is employed by
the Company and each subsequent full or pro-rata portion of the fiscal year during which Employee is employed by the Company (a “Bonus Year”), the terms and
conditions of which as well as Employee's entitlement thereto shall be determined annually in the sole discretion of the Company's Board of Directors or its
Compensation Committee (the “Performance Bonus”). The amount of the Performance Bonus will vary based on the pro-rata portion or full portion of the
applicable Bonus Year during which the Employee is employed by the Company and the achievement of individual or Company performance criteria in the
formula established by the Company’s Board of Directors or Compensation Committee, but the formula will be set to target a Performance Bonus equal to 100%
of Base Salary as of December 31st of the Bonus Year (the “Target Bonus”) if the performance criteria in the formula are met, and the actual bonus awarded based
on the performance criteria may be more or less than the target amount of 100%. Any Performance Bonus due with respect to a Bonus Year will be paid on or
before March 15 of the following calendar year.

2.3 Hiring Bonus. As additional consideration for Employee’s agreement to accept employment with the Company, the Company will pay to Employee a
one-time bonus of two hundred thousand dollars ($200,000) (the “Hiring Bonus”). Within ten (10) days after the Effective Date, the Company shall pay
Employee $100,000 of the Hiring Bonus and on the commencement date of the first Renewal Term, the Company shall pay Employee the additional $100,000 of
the Hiring Bonus, provided that, as of the date payment would otherwise be made, this Agreement has not been terminated (including by non-renewal).

2.4 Benefit Plans. Employee will be eligible to participate in the Company’s retirement plans that are qualified under Section 401(a) of the Internal
Revenue Code of 1986, as amended (the “Code”), and in the Company’s employee welfare benefit plans that are generally applicable to all executive employees
of the Company (the “Plans”), in accordance with the terms and conditions thereof. A summary of the Company’s Plans applicable to senior executives as
currently in effect has been provided to the Employee.

2.5 Expenses. The Company shall reimburse Employee for all authorized and approved expenses incurred in the course of the performance of Employee’s
duties and responsibilities pursuant to this Agreement and consistent with the Company’s policies with respect to travel, entertainment and miscellaneous
expenses, and the requirements with respect to the reporting of such expenses.

2.6 Automobile Allowance. The Company shall pay to Employee an automobile allowance of $600.00 per month.

2.7 Vacation. Employee shall be entitled to vacation in any calendar year in accordance with the Company’s general vacation policies for senior executive
employees.

2.8 Grant of Stock Options. On the Effective Date, the Company will grant Employee options to purchase 900,000 shares of the Company’s common stock
pursuant to the form of stock option agreement attached as Exhibit A to this Agreement, with the grant price set at the fair market value on the date of grant (the
“Option Agreement”).



2.9 Relocation Expenses. The Company shall reimburse Employee for customary out-of-pocket relocation expenses in accordance with the Company’s
senior management relocation policy as currently in effect.

ARTICLE III

TERMINATION

3.1 Right to Terminate; Automatic Termination.

(a) Termination by Company Without Cause. Subject to Section 3.2, the Company may terminate Employee’s employment and all of the Company’s
obligations under this Agreement at any time and for any reason.

(b) Termination by Employee for Good Reason. Subject to Section 3.2, Employee may terminate his employment obligation hereunder (but not his
obligations under Article IV hereof) for “Good Reason” (as hereinafter defined) if Employee gives written notice thereof to the Company within thirty (30) days
of the event he deems to constitute Good Reason (which notice shall specify the grounds upon which such notice is given) and the Company fails, within thirty
(30) days of receipt of such notice, to cure or rectify the grounds for such Good Reason termination set forth in such notice. “Good Reason” shall mean any of the
following: (i) relocation of Employee’s principal workplace over 60 miles from the Company’s existing workplaces without the consent of Employee (which
consent shall not be unreasonably withheld, delayed or conditioned), (ii) after the Transition Period, the Employee is demoted from the position of Chief
Executive Officer or President of the Company or (iii) the Company’s material breach of this Agreement which is not cured within thirty (30) days after receipt
by the Company from Employee of written notice of such breach.

(c) Termination by Company For Cause. Subject to Section 3.2, the Company may terminate Employee’s employment and all of the Company’s
obligations under this Agreement at any time “For Cause” (as defined below) by giving notice to Employee stating the basis for such termination, effective
immediately upon giving such notice or at such other time thereafter as the Company may designate. “For Cause” shall mean any of the following: (i) Employee’s
willful and continued failure to substantially perform the reasonably assigned duties with the Company which are consistent with Employee’s position and job
description referred to in this Agreement, other than any such failure resulting from incapacity due to physical or mental illness, after a written notice is delivered
to Employee by the Board of Directors of the Company which specifically identifies the manner in which Employee has not substantially performed the assigned
duties, (ii) material breach of this Agreement which is not cured within 30 days after receipt by the Employee from the Company of written notice of such breach,
(iii) any material violation of any material written policy of the Company, (iv) Employee’s willful misconduct which is materially and demonstrably injurious to
the Company, (v) Employee’s conviction by a court of competent jurisdiction of, or his pleading guilty or nolo contendere to, any felony, or (vi) Employee’s
commission of an act of fraud, embezzlement, or misappropriation against the Company or any breach of fiduciary duty or breach of the duty of loyalty,
including, but not limited to, the offer, payment, solicitation or acceptance of any unlawful bribe or kickback with respect to the Company’s business. For
purposes of this paragraph, no act, or failure to act, on Employee’s part shall be considered “willful” if it was expressly authorized by a resolution duly adopted by
the Board of Directors or based upon the written advice of counsel for the Company. Notwithstanding the foregoing, Employee shall not be deemed to have been
terminated For Cause unless and until there shall have been delivered to Employee a copy of a resolution, duly adopted by the Board of Directors at a meeting of
the Board called



and held for such purpose (after reasonable notice to Employee and an opportunity for Employee, together with Employee’s counsel, to be heard before the Board
at a duly called meeting at which a quorum is present), finding that in the good faith opinion of the Board of Directors Employee committed the conduct set forth
above in (i), (ii), (iii), (iv), (v) or (vi) of this Section 3.1(c) and specifying the particulars thereof in detail.

(d) Termination Upon Death or Disability. Subject to Section 3.2, Employee’s employment and the Company’s obligations under this Agreement
shall terminate: (i) automatically, effective immediately and without any notice being necessary, upon Employee’s death; and (ii) in the event of the disability of
Employee, by the Company giving notice of termination to Employee. For purposes of this Agreement, “disability” means the inability of Employee, due to a
physical or mental impairment, for 90 days (whether or not consecutive) during any period of 360 days, to perform, with reasonable accommodation, the essential
functions of the work contemplated by this Agreement. In the event of any dispute as to whether Employee is disabled, the matter shall be determined by the
Company’s Board of Directors in consultation with a physician selected by the Company’s health or disability insurer or another physician mutually satisfactory
to the Company and the Employee. The Employee shall cooperate with the efforts to make such determination or be subject to immediate discharge. Any such
determination shall be conclusive and binding on the parties. Any determination of disability under this Section 3.1 is not intended to alter any benefits any party
may be entitled to receive under any long-term disability insurance policy carried by either the Company or Employee with respect to Employee, which benefits
shall be governed solely by the terms of any such insurance policy. Nothing in this subsection shall be construed as limiting or altering any of Employee’s rights
under State workers compensation laws or State or federal Family and Medical Leave laws.

3.2 Rights Upon Termination.

(a) Section 3.1(a) and 3.1(b) Termination. If Employee’s employment terminates pursuant to Section 3.1(a) or 3.1(b) hereof, Employee shall have no
further rights against the Company hereunder, except for the right to receive, subject to execution of a release and waiver in form satisfactory to the Company in
the case of clauses (ii) - (vi) and (viii) below, (i) any earned but unpaid Base Salary and the value of any accrued but unused vacation, (ii) any previously earned
Performance Bonus for a prior Bonus Year which has not been paid, (iii) payment of Base Salary for a period of two years from the effective date of termination
(the “Severance Period”), payable in accordance with the normal payroll practices of the Company and reduced by any salary continuation benefit paid under any
of the Plans maintained pursuant to Section 2.4, (iv) additional severance (“Additional Severance”) payable in a lump sum in an amount equal to a pro rata
portion (based on the number of days of the calendar year prior to the effective date of termination) of the Employee’s Base Salary as in effect at the date of
termination, (v) vesting acceleration of the Employee’s next annual installment of any unvested stock options issued pursuant to the Option Agreement (as set
forth in more detail in the Option Agreement), (vi) continued participation in the Plans pursuant to Section 2.4 for the duration of the Severance Period to the
extent such continued participation is permitted under the terms of the Plans, (vii) reimbursement of expenses to which Employee is otherwise entitled under
Sections 2.4, 2.5 or 2.9 hereof, and (viii) whatever rights as to stock options the Employee may have pursuant to any other stock option agreements with the
Company.

(b) Section 3.1(c) and 3.1(d) Termination; Voluntary Termination by Employee not for Good Reason. If Employee’s employment is terminated
pursuant to Sections 3.1(c) or 3.1(d) hereof, or if Employee quits employment (other than for Good Reason) notwithstanding the terms of this Agreement,
Employee or Employee’s estate shall have no further rights against the Company hereunder, except for the right to receive, subject to execution of a release and
waiver in form satisfactory to the Company in the case of clauses (iii), (w), (x), (y) and (z) below, (i) any earned but unpaid Base Salary and the value of any
accrued but unused vacation, (ii) reimbursement of expenses to which Employee is entitled under



Sections 2.4, 2.5 or 2.9 hereof, and (iii) in the case of a termination pursuant to Section 3.1(d) hereof, (w) any previously earned Performance Bonus for a prior
Bonus Year which has not been paid, (x) Additional Severance payable in a lump sum (calculated in the same manner as provided in Section 3.2(a)(iv) above),
(y) vesting acceleration of the Employee’s next annual installment of any unvested stock options issued pursuant to the Option Agreement (as set forth in more
detail in the Option Agreement) and (z) whatever rights as to stock options the Employee may have pursuant to any other stock option agreement with the
Company.

(c) Non-Renewal. In the event that the Company elects not to renew the term of this Agreement as provided in Section 1.1, for purposes of this
Section 3.2 this will be treated as a termination by the Company not For Cause and the Employee will have the rights set forth in Section 3.2(a) above. If the
Employee elects not to renew the term of this Agreement as provided in Section 1.1, for purposes of this Section 3.2 this will be treated as a voluntary termination
by the Employee and the Employee will have the rights set forth in Section 3.2(b)(i) and (ii) above.

ARTICLE IV

CONFIDENTIALITY; NON-COMPETITION; NONSOLICITATION

4.1 Covenants Regarding Confidential Information, Trade Secrets and Other Matters. Employee covenants and agrees as follows:

(a) Definitions. For purposes of this Agreement, the following terms are defined as follows:

(1) “Trade Secret” means all information possessed by or developed for the Company or any of its subsidiaries, including, without limitation,
a compilation, program, device, method, system, technique or process, to which all of the following apply: (i) the information derives independent economic
value, actual or potential, from not being generally known to, and not being readily ascertainable by proper means by, other persons who can obtain economic
value from its disclosure or use and (ii) the information is the subject of efforts to maintain its secrecy that are reasonable under the circumstances.

(2) “Confidential Information” means information, to the extent it is not a Trade Secret, which is possessed by or developed for the
Company or any of its subsidiaries and which relates to the Company’s or any of its subsidiaries’ existing or potential business or technology, which information
is generally not known to the public and which information the Company or any of its subsidiaries seeks to protect from disclosure to its existing or potential
competitors or others, including, without limitation, for example: business plans, strategies, existing or proposed bids, costs, technical developments, existing or
proposed research projects, financial or business projections, investments, marketing plans, negotiation strategies, training information and materials, information
generated for client engagements and information stored or developed for use in or with computers. Confidential Information also includes information received
by the Company or any of its subsidiaries from others which the Company or any of its subsidiaries has an obligation to treat as confidential.

(b) Nondisclosure of Confidential Information. Except as required in the conduct of the Company’s or any of its subsidiaries’ business or as
expressly authorized in writing on behalf of the Company or any of its subsidiaries, Employee shall not use or disclose, directly or indirectly, any Confidential
Information during the period of his employment with the Company. In addition, following the termination for any reason of Employee’s employment with the
Company, Employee shall not use or disclose, directly or indirectly, any Confidential Information. This prohibition does not apply to Confidential Information
after it has become generally known in the industry in which the Company



conducts its business. This prohibition also does not prohibit Employee’s use of general skills and know-how acquired during and prior to employment by the
Company, as long as such use does not involve the use or disclosure of Confidential Information or Trade Secrets.

(c) Trade Secrets. During Employee’s employment by the Company, Employee shall do what is reasonably necessary to prevent unauthorized
misappropriation or disclosure and threatened misappropriation or disclosure of the Company’s or any of its subsidiaries’ Trade Secrets and, after termination of
employment, Employee shall not use or disclose the Company’s or any of its subsidiaries’ Trade Secrets as long as they remain, without misappropriation, Trade
Secrets.

(d) The provisions of paragraphs (b) and (c) above will not be deemed to prohibit any disclosure that is required by law or court order, provided that
Employee has not intentionally taken actions to trigger such required disclosure and the Company is given reasonable prior notice and an opportunity to contest or
minimize such disclosure.

4.2 Non-Competition.

(a) During Employment. During Employee’s employment hereunder, Employee shall not engage, directly or indirectly, as an employee, officer,
director, partner, manager, consultant, agent, owner (other than a minority shareholder or other equity interest of not more than 1% of a company whose equity
interests are publicly traded on a nationally recognized stock exchange or over-the-counter) or in any other capacity, in any competition with the Company or any
of its subsidiaries.

(b) Subsequent to Employment. For a two year period following the termination of Employee’s employment for any reason or without reason,
Employee shall not in any capacity (whether in the capacity as an employee, officer, director, partner, manager, consultant, agent or owner (other than a minority
shareholder or other equity interest of not more than 1% of a company whose equity interests are publicly traded on a nationally recognized stock exchange or
over-the-counter)), directly or indirectly advise, manage, render or perform services to or for any person or entity which is engaged in a business competitive to
that of the Company or any of its subsidiaries within any geographical location wherein the Company or any of its subsidiaries produces, sells or markets its
goods and services at the time of such termination or within a one-year period prior to such termination.

4.3 Non-Solicitation. For a two year period following the termination of Employee’s employment for any reason or without reason, Employee shall not,
without the Company’s express written consent, solicit or induce any person who was an employee of the Company or any of its subsidiaries on the date of
Employee’s termination, or within three months prior to leaving his or her employment with the Company or any of its subsidiaries, to leave the employ of the
Company or its subsidiaries.

4.4 Return of Documents. Immediately upon termination of employment, Employee will return to the Company, and so certify in writing to the Company,
all the Company’s or any of its subsidiaries’ papers, documents and things, including information stored for use in or with computers and software applicable to
the Company’s and its subsidiaries’ business (and all copies thereof), which are in Employee’s possession or under Employee’s control, regardless whether such
papers, documents or things contain Confidential Information or Trade Secrets.

4.5 No Conflicts. To the extent that they exist, Employee will not disclose to the Company any of Employee’s previous employer’s confidential information
or trade secrets. Further, Employee represents and warrants that Employee has not previously assumed any obligations inconsistent with those of this Agreement
and that employment by the Company does not conflict with any prior obligations to third parties.



4.6 Agreement on Fairness. Employee acknowledges that: (i) this Agreement has been specifically bargained between the parties and reviewed by
Employee, (ii) Employee has had an opportunity to obtain legal counsel to review this Agreement, and (iii) the covenants made by and duties imposed upon
Employee hereby are fair, reasonable and minimally necessary to protect the legitimate business interests of the Company, and such covenants and duties will not
place an undue burden upon Employee’s livelihood in the event of termination of Employee’s employment by the Company and the strict enforcement of the
covenants contained herein.

4.7 Equitable Relief and Remedies. Employee acknowledges that any breach of this Agreement will cause substantial and irreparable harm to the Company
for which money damages would be an inadequate remedy. Accordingly, notwithstanding the provisions of Article V below, the Company shall in any such event
be entitled to obtain injunctive and other forms of equitable relief to prevent such breach and the prevailing party shall be entitled to recover from the other, the
prevailing party’s costs (including, without limitation, reasonable attorneys’ fees) incurred in connection with enforcing this Agreement, in addition to any other
rights or remedies available at law, in equity, by statute or pursuant to Article V below.

ARTICLE V

AGREEMENT TO SUBMIT ALL EXISTING OR FUTURE DISPUTES
TO BINDING ARBITRATION

The Company and Employee agree that any controversy or claim arising out of or related to this Agreement or Employee’s employment with or termination
by the Company that is not resolved by the parties shall be settled by arbitration administered by the American Arbitration Association under its National Rules
for the Resolution of Employment Disputes. Any such arbitration shall be conducted in Lexington, Kentucky. The parties further agree that the arbitrator may
resolve issues of contract interpretation as well as law and award damages, if any, to the extent provided by the Agreement or applicable law. The parties agree
that the costs of the arbitrator’s services shall be borne by the Company. The parties further agree that the arbitrator’s decision will be final and binding and
enforceable in any court of competent jurisdiction. In addition to the A.A.A.’s Arbitration Rules and unless otherwise agreed to by the parties, the following rules
shall apply:

(a) Each party shall be entitled to discovery exclusively by the following means: (i) requests for admission, (ii) requests for production of documents,
(iii) up to fifteen (15) written interrogatories (with any subpart to be counted as a separate interrogatory), and (iv) depositions of no more than six individuals.

(b) Unless the arbitrator finds that delay is reasonably justified or as otherwise agreed to by the parties, all discovery shall be completed, and the
arbitration hearing shall commence within five months after the appointment of the arbitrator.

(c) Unless the arbitrator finds that delay is reasonably justified, the hearing will be completed, and an award rendered within thirty (30) days of
commencement of the hearing.

The arbitrator’s authority shall include the ability to render equitable types of relief and, in such event, any aforesaid court may enter an order enjoining
and/or compelling such actions or relief ordered or as found by the arbitrator. The arbitrator also shall make a determination regarding which party’s legal position
in any such controversy or claim is the more substantially correct (the “Prevailing Party”) and the arbitrator shall require the other party to pay the legal and other
professional fees and costs incurred by the Prevailing Party in connection with such arbitration proceeding and any necessary court action.



Notwithstanding the foregoing provisions of this Article V, the parties expressly agree that a court of competent jurisdiction may enter a temporary
restraining order or an order enjoining a breach of Article IV of this Agreement without submission of the underlying dispute to an arbitrator. Such remedy shall
be cumulative and nonexclusive, and shall be in addition to any other remedy to which the parties may be entitled.

ARTICLE VI

GENERAL PROVISIONS

6.1 Notices. Any and all notices provided for in this Agreement shall be given in writing and shall be deemed given to a party at the earlier of (i) when
actually delivered to such party, or (ii) when mailed to such party by registered or certified mail (return receipt requested) or sent to such party by courier,
confirmed by receipt, and addressed to such party at the address designated below for such party as follows (or to such other address for such party as such party
may have substituted by notice pursuant to this Section 6.1):
 

(a) If to the Company:   Tempur-Pedic International Inc.
  1713 Jaggie Fox Way
  Lexington, KY 40511

  

Attention: Board of Directors
 

(b) If to Employee:   Mark A. Sarvary
  c/o Tempur-Pedic International Inc.
  1713 Jaggie Fox Way
  Lexington, KY 40511

6.2 Entire Agreement. This Agreement contains the entire understanding and the full and complete agreement of the parties and supersedes and replaces
any prior understandings and agreements among the parties with respect to the subject matter hereof.

6.3 Amendment. This Agreement may be altered, amended or modified only in writing, signed by both of the parties hereto. Headings included in this
Agreement are for convenience only and are not intended to limit or expand the rights of the parties hereto. References to Sections herein shall mean sections of
the text of this Agreement, unless otherwise indicated.

6.4 Assignability. This Agreement and the rights and duties set forth herein may not be assigned by either of the parties without the express written consent
of the other party. This Agreement shall be binding on and inure to the benefit of each party and such party’s respective heirs, legal representatives, successors
and assigns.

6.5 Severability. If any court of competent jurisdiction determines that any provision of this Agreement is invalid or unenforceable, then such invalidity or
unenforceability shall have no effect on the other provisions hereof, which shall remain valid, binding and enforceable and in full force and effect, and such
invalid or unenforceable provision shall be construed in a manner so as to give the maximum valid and enforceable effect to the intent of the parties expressed
therein.



6.6 Waiver of Breach. The waiver by either party of the breach of any provision of this Agreement shall not operate or be construed as a waiver of any
subsequent breach by either party.

6.7 Governing Law; Construction. This Agreement shall be governed by the internal laws of the State of Kentucky, without regard to any rules of
construction that would require application of the laws of another jurisdiction. The parties hereto agree that they have been represented by counsel during the
negotiation and execution of this Agreement and, therefor waive the application of any law, holding or rule of construction providing that ambiguities in an
agreement or other document will be construed against the party drafting such agreement or document.

6.8. Tax Compliance.

(a) The Company may withhold from any amounts payable hereunder any amounts required to be withheld under federal, state or local law and any
other deductions authorized by Employee. The Company and the Employee agree that they will execute any and all amendments to this Agreement as they
mutually agree in good faith may be necessary to ensure compliance with the provisions of Section 409A (together with any implementing regulations, “Section
409A”) of the Code while preserving insofar as possible the economic intent of the respective provisions, so that Employee will not be subject to any tax
(including interest and penalties) under Section 409A.

(b) For purposes of Section 409A, the right to a series of installment payments under this Agreement shall be treated as a right to a series of separate
payments.

(c) With respect to any reimbursement of expenses of, or any provision of in-kind benefits to, the Employee, as specified under this Agreement, such
reimbursement of expenses or provision of in-kind benefits shall be subject to the following conditions: (1) the expenses eligible for reimbursement or the amount
of in-kind benefits provided in one taxable year shall not affect the expenses eligible for reimbursement or the amount of in-kind benefits provided in any other
taxable year, except for any medical reimbursement arrangement providing for the reimbursement of expenses referred to in Section 105(b) of the Code; (2) the
reimbursement of an eligible expense shall be made no later than the end of the year after the year in which such expense was incurred; and (3) the right to
reimbursement or in-kind benefits shall not be subject to liquidation or exchange for another benefit.

(d) Notwithstanding anything to the contrary in this Agreement, if Employee is a “specified employee” as determined pursuant to Section 409A as of
the date of Employee’s “separation from service” as defined in Treasury Regulation Section 1.409A-1(h) (or any successor regulation) and if any payments or
entitlements provided for in this Agreement constitute a “deferral of compensation” within the meaning of Section 409A and cannot be paid or provided in the
manner provided herein without subjecting Employee to additional tax, interest or penalties under Section 409A, then any such payment or entitlement which is
payable during the first six months following Employee’s “separation from service” shall be paid or provided to Employee in a cash lump-sum on the first
business day of the seventh calendar month immediately following the month in which Employee’s “separation from service” occurs or, if earlier, upon the
Employee’s death. In addition, any payments or benefits due hereunder upon a termination of Employee’s employment which are a “deferral of compensation”
within the meaning of Section 409A shall only be payable or provided to Employee (or Employee’s estate) upon a “separation from service” as defined in
Section 409A. Finally, for the purposes of this Agreement, amounts payable under Section 3.2 shall be deemed not to be a “deferral of compensation” subject to
Section 409A to the extent provided in the exceptions in Treasury Regulation Sections 1.409A-1(b)(4) (“short-term deferrals”) and (b)(9) (“separation pay plans,”
including the exception under subparagraph (iii)) and other applicable provisions of Treasury Regulation Section 1.409A-1 – A-6.



6.9. Expenses. The Company agrees to reimburse the Employee for the reasonable fees and expenses of Employee’s legal counsel in connection with the
negotiation and preparation of this Agreement.
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and year written above.
 

COMPANY:
 
TEMPUR-PEDIC INTERNATIONAL INC.
 
/S/ P. Andrews McLane
By:  P. Andrews McLane
Title:  Chairman of the Board of Directors
 
EMPLOYEE:
 
/s/ Mark A. Sarvary
Mark A. Sarvary
 
WITNESSED BY:
 
/s/ JM Sarvary

Date: June 30, 2008



EXHIBIT 10.2

TEMPUR-PEDIC INTERNATIONAL INC.
AMENDED AND RESTATED 2003 EQUITY INCENTIVE PLAN

Stock Option Agreement
Mark A. Sarvary

This Agreement dated as of June 30, 2008, between Tempur-Pedic International Inc., a corporation organized under the laws of the State of Delaware (the
“Company”), and the individual identified below, residing at the address there set out (the “Optionee”).

1. Grant of Option. Pursuant and subject to the Company’s Amended and Restated 2003 Equity Incentive Plan (as the same may be amended from time to
time, the “Plan”), the Company grants to the Optionee an option (the “Option”) to purchase from the Company all or any part of a total of nine hundred thousand
(900,000) shares (the “Optioned Shares”) of the Company’s common stock, par value $0.01 per share (the “Stock”), at a price of $7.81 per share. The Grant Date
of this Option is June 30, 2008. This Agreement is being entered into pursuant to that certain Employment and Non-Competition Agreement dated as of June 30,
2008 by and between the Company and Optionee (the “Employment Agreement”).

2. Character of Option. This Option is not to be treated as an “incentive stock option” within the meaning of Section 422 of the Internal Revenue Code of
1986, as amended.

3. Duration of Option. Subject to the following sentence, this Option shall expire at 5:00 p.m. on ten years from the Grant Date. However, if the
Optionee’s employment with the Company and its Affiliates ends before that date (including because the Optionee’s employer ceases to be an Affiliate), this
Option shall expire on the earlier date specified in whichever of the following applies:

(a) If the termination of the Optionee’s employment is on account of the optionee’s death or disability, the first anniversary of the date the Optionee’s
employment ends; or

(b) If the termination of the Optionee’s employment is due to any other reason, three (3) months after the Optionee’s employment ends.

This Option shall expire as described above based on the Optionee’s termination of employment notwithstanding that the Optionee continues in association
with the Company or an Affiliate in another capacity.

4. Exercise of Option.

(a) Until this Option expires, the Optionee may exercise it as to the number of Optioned Shares identified in the table below, in full or in part, at any
time on or after the applicable exercise date or dates identified in the table. However, during any period that this Option remains outstanding after the Optionee’s
employment with the Company and its Affiliates ends, including because the Optionee’s employer ceases to be an Affiliate, the Optionee may exercise it only to
the extent it was exercisable immediately prior to the end of the Optionee’s employment. The procedure for exercising this Option is described in Section 7.1(e)
of the Plan. The Optionee may pay the exercise price due on exercise by delivering other shares of Stock of equivalent Market Value provided the Optionee has
owned such shares of Stock for at least six months.



Number of Shares
in Each Installment  

Percentage of
Optioned Shares  

Initial Exercise Date
for Shares in Installment

225,000  25%  June 30, 2009
225,000  25%  June 30, 2010
225,000  25%  June 30, 2011
225,000  25%  June 30, 2012

(b) In lieu of the Change of Control provisions of Section 9 (a) - (c) of the Plan, if (i) a Change of Control occurs and (ii) within twelve (12) months
after the occurrence of a Change of Control, the Optionee’s employment is terminated by the Company, but not For Cause (as defined in the Employment
Agreement), pursuant to Section 3.1(a) of the Employment Agreement or if the Optionee resigns for Good Reason (as defined in the Employment Agreement)
pursuant to Section 3.1(b) of the Employment Agreement, the Optionee’s next annual installment of 225,000 Optioned Shares will Accelerate as of the date
immediately preceding the date of his termination of employment. For example, if a Change of Control occurs on December 1, 2010, and on January 31, 2011 the
Optionee’s employment is terminated by the Company pursuant to Section 3.1(a) of the Employment Agreement, then the Optioned Shares that would have
vested on June 30, 2011 will automatically vest and become exercisable on January 30, 2011, but the Optioned Shares that would have vested on June 30, 2012
will not vest and will not become exercisable.

(c) In the event the Optionee’s employment with the Company is terminated (i) by the Company, but not For Cause, pursuant to Section 3.1(a) of the
Employment Agreement, (ii) by Optionee for Good Reason pursuant to Section 3.1(b) of the Employment Agreement, (iii) pursuant to Section 3.1(d) of the
Employment Agreement as a result of death or disability or (iv) by the Company’s election not to renew the term of the Employment Agreement pursuant to
Section 1.1 of the Employment Agreement, then the next annual installment of 225,000 Optioned Shares that would have vested on the next succeeding June 30
following such termination of employment will Accelerate as of the date immediately preceding the date of his termination of employment. For example, if the
Optionee’s employment is terminated by the Company on January 31, 2010 pursuant Section 3.1(a) of the Employment Agreement, then the Optioned Shares that
would have vested on June 30, 2010 will automatically vest and become exercisable on January 30, 2010, but the Optioned Shares that would have vested on
June 30, 2011 and June 30, 2012 will not vest and will not become exercisable.

5. Transfer of Option. Except as provided in Section 6.4 of the Plan, this Option may not be transferred except by will or the laws of descent and
distribution, and during the Optionee’s lifetime, only the Optionee may exercise this Option.

6. Incorporation of Plan Terms. Except as otherwise provided herein in Section 4(b) above, this Option is granted subject to all of the applicable terms
and provisions of the Plan, including but not limited to the limitations on the Company’s obligation to deliver Optioned Shares upon exercise set forth in
Section 10 of the Plan, “Settlement of Awards”. Capitalized terms used but not defined herein shall have the meaning assigned under the Plan.

7. Miscellaneous. This Agreement shall be construed and enforced in accordance with the laws of the State of Delaware, without regard to the conflict of
laws principles thereof, and shall be binding upon and inure to the benefit of any successor or assign of the Company and any executor, administrator, trustee,
guardian, or other legal representative of the Optionee. This Agreement may be executed in one or more counterparts all of which together shall constitute one
instrument.

8. Tax Consequences. The Company makes no representation or warranty as to the tax treatment of this Option, including upon the exercise of this Option
or upon the Optionee’s sale or other disposition of the Optioned Shares. The Optionee should rely on his/her own tax advisors for such advice.



9. Certain Remedies.

(a) If at any time within two years after termination of the Optionee’s employment with the Company and its Affiliates any of the following occur:

(i) the Optionee unreasonably refuses to comply with lawful requests for cooperation made by the Company, its board of directors, or its
Affiliates;

(ii) the Optionee accepts employment or a consulting or advisory engagement with any Competitive Enterprise of the Company or its
Affiliates or the Optionee otherwise engages in competition with the Company or its Affiliates;

(iii) the Optionee acts against the interests of the Company and its Affiliates, including recruiting or employing, or encouraging or assisting
the Optionee’s new employer to recruit or employ an employee of the Company or any Affiliate without the Company’s written consent;

(iv) the Optionee fails to protect and safeguard while in his/her possession or control, or surrender to the Company upon termination of the
Optionee’s employment with the Company or any Affiliate or such earlier time or times as the Company or its board of directors or any Affiliate may specify, all
documents, records, tapes, disks and other media of every kind and description relating to the business, present or otherwise, of the Company and its Affiliates
and any copies, in whole or in part thereof, whether or not prepared by the Optionee;

(v) the Optionee solicits or encourages any person or enterprise with which the Optionee has had business-related contact, who has been a
customer of the Company or any of its Affiliates, to terminate its relationship with any of them; or

(vi) the Optionee breaches any confidentiality obligations the Optionee has to the Company or an Affiliate, the Optionee fails to comply with
the policies and procedures of the Company or its Affiliates for protecting confidential information, the Optionee uses confidential information of the Company or
its Affiliates for his/her own benefit or gain, or the Optionee discloses or otherwise misuses confidential information or materials of the Company or its Affiliates
(except as required by applicable law); then

(1) this Option shall terminate and be cancelled effective as of the date on which the Optionee entered into such activity, unless terminated or cancelled
sooner by operation of another term or condition of this Agreement or the Plan;

(2) any stock acquired and held by the Optionee pursuant to the exercise of this Option during the Applicable Period (as defined below) may be
repurchased by the Company at a purchase price of $7.81 per share; and

(3) any gain realized by the Optionee from the sale of stock acquired through the exercise of this Option during the Applicable Period shall be paid by the
Optionee to the Company;

(b) The term “Applicable Period” shall mean the period commencing on the later of the date of this Agreement or the date which is one year prior to
the Optionee’s termination of employment with the Company or any Affiliate and ending two years from the Optionee’s termination of employment with the
Company or any Affiliate.



(c) The term “Competitive Enterprise” shall mean a business enterprise that engages in, or owns or controls a significant interest in, any entity that
engages in, the manufacture, sale or distribution of mattresses or pillows or other bedding products or other products competitive with the Company’s products.
Competitive Enterprise shall include, but not be limited to, the entities set forth on Appendix A hereto, which may be amended by the Company from time to time
upon notice to the Optionee. At any time the Optionee may request in writing that the Company make a determination whether a particular enterprise is a
Competitive Enterprise. Such determination will be made within 14 days after the receipt of sufficient information from the Optionee about the enterprise, and the
determination will be valid for a period of 90 days from the date of determination.

10. Right of Set Off. By executing this Agreement, the Optionee consents to a deduction from any amounts the Company or any Affiliate owes the
Optionee from time to time, to the extent of the amounts the Optionee owes the Company under Section 9 above, provided that this set-off right may not be
applied against wages, salary or other amounts payable to the Optionee to the extent that the exercise of such set-off right would violate any applicable law. If the
Company does not recover by means of set-off the full amount the Optionee owes the Company, calculated as set forth above, the Optionee agrees to pay
immediately the unpaid balance to the Company upon the Company’s demand.

11. Nature of Remedies.

(a) The remedies set forth in Sections 9 and 10 above are in addition to any remedies available to the Company and its Affiliates in any non-
competition, employment, confidentiality or other agreement, and all such rights are cumulative. The exercise of any rights hereunder or under any such other
agreement shall not constitute an election of remedies.

(b) The Company shall be entitled to place a legend on any certificate evidencing any stock acquired upon exercise of this Option referring to the
repurchase right set forth in Section 9(a) above. The Company shall also be entitled to issue stop transfer instructions to the Company’s stock transfer agent in the
event the Company believes that any event referred to in Section 9(a) has occurred or is reasonably likely to occur.
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In Witness Whereof, the parties have executed this Agreement as of the date first above written.
 
TEMPUR-PEDIC INTERNATIONAL INC.
   
/s/ P. Andrews McLane   /s/ Mark A. Sarvary
By:  P. Andrews McLane   Signature of Optionee
Title:

 

Chairman of the Board of Directors
   

Mark A. Sarvary
 



EXHIBIT 99.1

 

TEMPUR-PEDIC NAMES MARK SARVARY AS CHIEF EXECUTIVE OFFICER AND PRESIDENT

LEXINGTON, KY, June 30, 2008 – Tempur-Pedic International Inc. (NYSE: TPX), the leading manufacturer, marketer and distributor of premium mattresses
and pillows worldwide, today announced that it has named Mark Sarvary as Chief Executive Officer and President, succeeding H. Thomas Bryant, who as
previously announced will retire from the role, effective August 4, 2008. Until then, Mr. Sarvary will be working with Mr. Bryant to ensure a smooth transition.

Mr. Sarvary is currently an Industrial Partner with CVC Capital Partners, a global private equity firm. Prior to CVC, from 2004 to 2007, Mr. Sarvary was the
President of Campbell Soup Company’s North America division, responsible for $6 billion of businesses including Campbell Soup, Pepperidge Farm, Pace, Prego
and V8 as well as Godiva’s global business. From 2002 until 2004, Mr. Sarvary was the President of Campbell’s Pepperidge Farm division.

Prior to joining Campbell’s, from 1999 to 2002 he was the CEO of J. Crew Group, Inc., and from 1993 to 1999 he worked for Nestle, most recently as the
President of the Stouffer’s Frozen Food division. Earlier in his career, Mr. Sarvary worked as a strategy consultant with Bain & Company and in sales and
marketing roles with IBM in Europe.

Tempur-Pedic’s Chairman, P. Andrews McLane stated: “Mark Sarvary is exceptionally well-qualified for the CEO role and has the ability and experience to lead
Tempur-Pedic beyond the $1 billion sales level into its next phase of growth and development. He has a track record of driving sales and earnings growth. He also
understands the value of brands, the need to exceed customer and consumer expectations, and the importance of employee engagement to achieve superior
business performance. Mark is an accomplished business leader who brings a great breadth of skills in sales, marketing, product innovation, strategy and
operations.”

Commenting on his appointment, Mr. Sarvary stated: “I am very excited to be appointed as CEO of Tempur-Pedic. I am looking forward to building on the
incredible brand and unique technology. I am also thrilled to be joining the Tempur-Pedic family. The Company has a strong culture, an excellent leadership team
and a dedicated board.”

Mr. Sarvary was raised in Europe, and received a BSc (Physics) from Kent University in the United Kingdom and an MBA from INSEAD Business School in
France.

Mr. Sarvary will assume his role as Chief Executive Officer and President and will join the Tempur-Pedic Board of Directors on August 4, 2008. Mr. Bryant will
continue to serve on Tempur-Pedic’s Board of Directors through the current term expiring in 2009.

Mr. McLane concluded “I would also like to thank Tom Bryant for all his efforts and significant achievements at Tempur-Pedic, and we wish him well on his
retirement.”

Forward-looking Statements

This release contains “forward-looking statements,” within the meaning of federal securities laws, which include information concerning one or more of the
Company’s plans, objectives, goals, strategies, and other information that is not historical information. When used in this release, the words “estimates,”
“expects,” “anticipates,” “projects,” “plans,” “intends,” “believes,” and variations of such words or similar expressions are intended to identify forward-looking
statements. All forward-looking statements, including without limitation, statements relating to Mr. Sarvary and Tempur-Pedic’s



anticipated growth and development, are based upon current expectations and beliefs and various assumptions. There can be no assurance that the Company will
realize these expectations or that these beliefs will prove correct.

There are a number of risks and uncertainties that could cause actual results to differ materially from the forward-looking statements contained in this release.
Numerous factors, many of which are beyond the Company’s control, could cause actual results to differ materially from those expressed as forward-looking
statements. These risk factors include general economic and industry conditions, particularly in the retail sector, as well as consumer confidence; the Company’s
ability to reduce expenses to align with reduced sales levels; uncertainties arising from global events; the effects of changes in foreign exchange rates on the
Company’s reported earnings; consumer acceptance of the Company’s products; industry competition; the efficiency and effectiveness of the Company’s
advertising campaigns and other marketing programs; the Company’s ability to increase sales productivity within existing retail accounts and to further penetrate
the US retail channel, including the timing of opening or expanding within large retail accounts; the Company’s ability to address issues in certain
underperforming international markets; the Company’s ability to continuously improve and expand its product line, maintain efficient, timely and cost-effective
production and delivery of its products, and manage its growth; changes in foreign tax rates, including the ability to utilize tax loss carry forwards; and rising
commodity costs. Additional information concerning these and other risks and uncertainties are discussed in the Company’s filings with the Securities and
Exchange Commission, including without limitation the Company’s annual report on Form 10-K under the headings “Special Note Regarding Forward-Looking
Statements” and “Risk Factors.” Any forward-looking statement speaks only as of the date on which it is made, and the Company undertakes no obligation to
update any forward-looking statements for any reason, including to reflect events or circumstances after the date on which such statements are made or to reflect
the occurrence of anticipated or unanticipated events or circumstances.

About the Company

Tempur-Pedic International Inc. (NYSE: TPX) manufactures and distributes mattresses and pillows made from its proprietary TEMPUR® pressure-relieving
material. It is the worldwide leader in premium sleep, the fastest growing segment of the estimated $13 billion global mattress market. The Company is focused
on developing, manufacturing and marketing advanced sleep surfaces that help improve the quality of life for people around the world. The Company’s products
are currently sold in over 70 countries under the TEMPUR® and Tempur-Pedic® brand names. World headquarters for Tempur-Pedic International is in Lexington,
KY. For more information, visit http://www.tempurpedic.com or call 800-805-3635.

TEMPUR® and Tempur-Pedic® are the Company’s trademarks, trade names and service marks. All other trademarks, trade names and service marks used in this
press release are the property of their respective owners.
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