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Item 1.01 Entry into a Material Definitive Agreement.

On June 29, 2006, Tempur-Pedic International Inc. (the “Company”) entered into an Employment and Non-Competition Agreement (the “Employment
Agreement”) with H. Thomas Bryant, President and Chief Executive Officer of the Company. On June 24, 2006, the Compensation Committee of the Board of
Directors granted Mr. Bryant an option to acquire up to seven hundred thousand (700,000) shares of Company’s common stock, $0.01 par value per share (the
“Option Award”).

The Employment Agreement supersedes the Amended and Restated Employment Agreement dated as of October 4, 2002 between the Company and Mr. Bryant.
The Employment Agreement is effective as of April 28, 2006, the date of Mr. Bryant’s appointment as Chief Executive Officer of the Company, for an initial two
year term and will automatically renew for one year periods subject to a ninety (90) days notice of decision not renew by either the Company or Mr. Bryant. The
Employment Agreement provides for, among other things, an initial base salary of $600,000 per year, eligibility to earn an annual performance based bonus
targeted to be an amount equal to one hundred percent (100%) of the base salary for that year, and a $600.00 per month automobile allowance. In addition,
Mr. Bryant 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.

The Option Award grants Mr. Bryant an option to purchase seven hundred thousand (700,000) shares of the Company’s common stock, $0.01 par value per share,
at an exercise price of $13.92, subject to the applicable vesting schedule. The vesting schedule provides that twenty-five percent (25%) of the shares shall become
exercisable on the first anniversary of the Option Award, and for every quarter thereafter, six and a quarter percent (6.25%) of such shares shall become
exercisable until all shares have vested. In the event of the termination of Mr. Bryant’s employment by the Company without Cause or by Mr. Bryant for Good
Reason (each as defined in the Employment Agreement), then any unvested shares that would have become exercisable within one year of the termination of his
employment will immediately become vested, and if Mr. Bryant’s employment terminates as a result of his death of disability, then 50% of his then unvested
options will immediately become vested.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits

None.
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