














                    

Risks Related to Our Business  

Deteriorating economic conditions could negatively affect our revenues and profitability.  

General U.S. and world economic conditions have weakened significantly, and we expect this weakness to continue for the 
balance of 2009. The unemployment rate is expected to continue to rise, consumer confidence and spending, including spending 
on larger homes or second homes, has decreased dramatically and the stock market remains extremely volatile. In addition, in an 
economic recession or under other adverse economic conditions, customers and vendors may be more likely to fail to meet 
contractual terms or their payment obligations. Such failures will impact our cash flow and ability to repay our indebtedness. A 
further decline in economic conditions may have continued material adverse effect on our business.  

We operate in the highly competitive bedding industry, and if we are unable to compete successfully, we may lose 
customers and our sales may decline.  

The bedding industry is highly competitive. There are approximately 550 bedding manufacturers in the U.S. The top six 
manufacturers (including us) accounted for approximately 67% of the conventional bedding industry’s wholesale revenues in 
2008 and the top 15 accounted for 81% of wholesale revenues, according to Furniture/Today, an industry publication. The 
highly competitive nature of the bedding industry means we are continually subject to the potential loss of market share or the 
inability to gain market share, difficulty in raising prices, and margin reductions. We may not be able to compete effectively in 
the future. In addition, some of our principal competitors may be less highly-leveraged, have greater access to financial or other 
resources, have lower cost operations and/or be better able to withstand changing market conditions.  

Regulatory requirements relating to our products may increase our costs, alter our manufacturing processes and impair 
our product performance.  

Our products are and will continue to be subject to regulation in the U.S. and Canada by various federal, state, provincial 
and local regulatory authorities. In addition, other governments and agencies in other jurisdictions regulate the sale and 
distribution of our products. Compliance with these regulations may negatively impact our business. For example, the products 
manufactured, distributed and sold by the Company come within the scope of several provisions of the Consumer Product Safety 
Improvement Act of 2008 (“CPSIA”), which was signed into law on August 14, 2008. CPSIA Section 102 requires that as of 
November 12, 2008, a Certificate of Compliance (“COC”) issued by the manufacturer accompany all products subject to 
regulation by the CPSC, that the COC be provided to all distributors and retailers to whom such regulated product is shipped, 
and that the COC be available for inspection upon request of the CPSC. All of the products subject to regulation by the CPSC 
that we manufacture were accompanied by a COC in advance of the November 12, 2008 deadline, and we are able to produce the
COCs upon request, in accordance with current federal law. Further, CPSIA Section 101 establishes limitations on the levels of 
lead that may be present in certain products intended for use by children; similarly, CPSIA Section 108 regulates the levels of 
certain phthalates which may be present in certain products intended for use by children. Many of the juvenile products 
manufactured or distributed by us are subject to and comply with these regulations. We are currently preparing to meet the 
requirements of CPSIA Section 104 at such time as a final rule becomes effective. CPSIA Section 104 will require registration of 
certain children’s products. We will continue to monitor rulemaking by the CPSC and to work toward compliance with 
additional requirements of the CPSIA, particularly with respect to juvenile products sold by us, and expect to be in full 
compliance in advance of the respective effective dates. We incurred and will continue to incur significant costs related to the 
new standards. In addition, the CPSC and other regulatory agencies may also adopt new laws, rules and regulations relating to 
other standards. Our product solutions will not necessarily meet all future standards. Compliance with such new laws, rules and 
regulations may increase our costs, alter our manufacturing processes and impair the performance of our products. Further, any 
bankruptcy filing by or against us could adversely affect our ability to comply with new laws, rules or regulations on a timely 
basis.  

Legal and regulatory requirements may impose costs or charges on us that impair our business and reduce our 
profitability.  

Our marketing and advertising practices could become the subject of proceedings before regulatory authorities or the 
subject of claims by other parties which could require us to alter or end these practices or adopt new practices that are not as 
effective or are more expensive. In addition, our operations are subject to federal, state, provincial and local laws and regulations 
relating to pollution, environmental protection, occupational health and safety and labor and employee relations. We may not be 
in complete compliance with all such requirements at all times. Under various environmental laws, we may be held liable for the 
costs of remediation of releases of hazardous substances at any properties currently or previously owned or operated by us or at 
any site to which we sent hazardous substances for disposal. Such liability may be imposed without fault, and the amount of such 
liability could be material. We are subject to investigation under various labor and employment laws and regulations by both 
governmental entities and employees and former employees. Should liability be imposed as a result of such activity, particularly 
in the context of class or multi-plaintiff litigation, our profitability could be reduced. Further, any bankruptcy filing by or against 
us or our affiliates would result in significant expense for legal counsel and professional advisors.  
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Our new product launches may not be successful, which could cause a decline in our market share and our level of 
profitability.  

Each year we invest significant time and resources in research and development to improve our product offerings. In 
addition, we incur increased costs in the near term associated with the introduction of new product lines, including training of our 
employees in new manufacturing, sales processes, and the production and placement of new floor samples for our customers. We 
are subject to a number of risks inherent in new product introductions, including development delays, failure of new products to 
achieve anticipated levels of market acceptance, and costs associated with failed product introductions. In addition, we have a 
limited ability to increase prices on existing products, and any failure of new product introductions may reduce our ability to sell 
our products at appropriate price levels. Further, any bankruptcy filing by or against us or our affiliates could adversely affect our 
ability to improve our product offerings.  

We may experience further fluctuations in our operating results due to seasonality, which could make sequential quarter 
to quarter comparison an unreliable indication of our performance.  

We have historically experienced and expect to continue to experience seasonal and quarterly fluctuations in net sales and 
operating income. Our third quarter sales are typically higher than our other fiscal quarters. We attribute this seasonality 
principally to retailers’ sales promotions related to the 4th of July and Labor Day holidays. This seasonality means that a 
sequential quarter to quarter comparison may not be a good indication of our performance or how we will perform in the future.  

We rely on a relatively small number of suppliers and third-party providers, and if we experience difficulty with a major 
supplier or a major third-party provider, we may have difficulty finding alternative sources. This could disrupt our business.  

We purchase substantially all of our conventional bedding raw materials centrally to obtain volume discounts and achieve 
economies of scale. We obtain a large percentage of our raw materials from a small number of suppliers. For the year ended 
December 27, 2008, we purchased approximately 74% of our raw materials from ten suppliers. As a result of the current 
economic climate, our suppliers have experienced and may in the future experience disruptions in their relationships with their 
suppliers, which disrupt their ability to provide us with requisite supplies and negatively impact our manufacturing. Any future 
supply disruptions could adversely affect our ability to manufacture our products and sales.  

We have supply agreements with several suppliers including L&P, Foamex, and National Standard Company. However, 
there is no guarantee that we will be able to renew these agreements. With the exception of certain products of L&P, Foamex and 
National Standard Company, we believe that we can readily replace our supply, if or when the need arises, within 90 days as we 
have already identified and use alternative resources.  

L&P supplies the majority of certain bedding components (including certain spring components, insulator pads, wire, fiber, 
quilt backing and flange material) to the U.S. bedding industry. In 2008, we purchased approximately 30% of our raw materials 
from L&P. To ensure an adequate supply of various components, we have entered into agreements with L&P, generally expiring 
in the year 2010, for the supply of certain spring components. Among other things, these agreements generally require us to 
purchase a majority of our requirements of several components from L&P. National Standard Company is our exclusive supplier 
for the stranded wire used in our Advanced Pocketed Coil™ products. Foamex is our exclusive supplier for NxG™ visco-foam 
used in all of our Comforpedic® and Beautyrest NxG™ products.  

Because we may not be able to find alternative sources for some of these components on terms as favorable to us as we 
currently receive, or at all, our business, financial condition and results of operations could be impaired if we lose L&P, Foamex 
or National Standard Company as a supplier. Further, if we do not reach committed levels of purchases, certain sales volume 
rebates or exclusivity to certain products could be lost.  

Additionally, our domestic operations primarily utilize three third-party logistics providers which, in the aggregate, 
accounted for approximately 62% of our outbound wholesale shipments for the year ended December 27, 2008.  

Any bankruptcy filing by or against us or our affiliates could adversely affect our ability to obtain new or maintain existing 
relationships with suppliers and logistics providers. Any instability of, or change in our relationship with, these providers could 
materially disrupt our business.  
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We are subject to fluctuations in the cost and availability of raw materials, which could increase our costs or disrupt our 
production.  

The major raw materials that we purchase for production are foam, wire, spring components, lumber, cotton, insulator pads, 
innersprings, foundation constructions, fabrics and roll goods consisting of fiber, ticking and non-wovens. The price and 
availability of these raw materials, as well as the cost of fuel to transport our products to market, are subject to market conditions 
affecting supply and demand. During 2007 and 2008, the cost of these components remained elevated above historical averages. 
Further, the price of lumber we obtain from Canada has increased as a result of increased tariffs and may increase due to adverse 
fluctuations in exchange rates. Additionally, during 2007 and 2008, our distribution costs were negatively impacted by the rapid 
rise in diesel prices. Our financial condition and results of operations may be impaired by further increases in raw material and 
diesel costs to the extent we are unable to pass those higher costs on to our customers. In addition, if these materials are not 
available on a timely basis or at all, we may not be able to produce our products, and our sales may decline. 

Because we depend on our significant customers, a decrease or interruption in their business with us could reduce our 
sales and profits.  

Our top five customers collectively accounted for approximately 26% of our bedding shipments for the year ended 
December 27, 2008. Most of our customer arrangements are by purchase order or are terminable at will. Several of our customer 
arrangements are governed by long-term supply agreements. A substantial decrease or interruption in business from our 
significant customers could result in a reduction in net sales, an increase in bad debt expense or the loss of future business, any of 
which could impair our business, financial condition or results of operations. Additionally, the expiration of a long-term supply 
agreement could result in the loss of future business, or the payment of additional amounts to secure a contract renewal or an 
increase in required advertising support, any of which could impair our business, financial condition or results of operations. 
Further, if our customers seek bankruptcy protection, they could act to terminate all or a portion of their business with us, 
originate new business with our competitors and terminate or assign our long-term supply agreements, which could impair our 
results of operations. Any loss of revenue from our major customers, including the non-payment or late payment of our invoices, 
could materially adversely affect our business, results of operations and financial condition.  

Retailers may, and in the past some of our retailers did, consolidate, undergo restructurings or reorganizations, or realign 
their affiliations. These events may result, and have temporarily resulted, in a decrease in the number of stores that carry or 
carried our products, an increase in the ownership concentration in the retail industry, and/or our being required to record 
significant bad debt expense and write-off the unamortized portion of expenditures for customer supply agreements. Retailers 
may decide to carry only a limited number of brands of mattress products, which could affect our ability to sell our products to 
them on favorable terms, if at all, and could negatively impact our business, financial condition or results of operations. Any 
bankruptcy by or against us or our affiliates could adversely affect our relationship with retailers, which could impair our 
business, financial condition or results of operations.  

If our cost cutting measures are not successful, we may become less competitive.  

A variety of factors could prevent us from achieving our goal of better aligning our product offerings and cost structure 
with customer needs in the current business environment through reducing our operating expenses and eliminating redundancies. 
For example, our efforts to consolidate our plants could cause our other facilities to have to operate above optimal capacity and 
could increase distribution expenses. If we receive unanticipated orders, these incremental volumes could be unprofitable due to 
the higher costs of operating above our optimal capacity. In addition, we may not be able to sufficiently increase capacity to meet 
any increased demand. As a result, we may not achieve our expected cost savings in the time anticipated, or at all. In such case, 
our results of operations and profitability may be negatively impacted, making us less competitive and potentially causing us to 
lose market share.  

A change or deterioration in labor relations or the inability to renew our collective bargaining agreements could disrupt 
our business operations and increase our costs, which could negatively impact sales and decrease our profitability.  

At eight of our 21 manufacturing facilities our employees (approximately 56% of our workforce at December 27, 2008) are 
represented by various labor unions with separate collective bargaining agreements. Our collective bargaining agreements are 
typically negotiated for two- to five-year terms. We may not be able to renew these contracts on a timely basis or on favorable 
terms. It is possible that labor union efforts to organize employees at additional non-union facilities may be successful. It is also 
possible that we may experience labor-related work stoppages in the future. Any of these developments could disrupt our 
business operations or increase costs, which could negatively impact our sales and profitability.  

The loss of the services of any member of our executive leadership team could impair our ability to execute our business 
strategy and negatively impact our business, financial condition and results of operations.  

We depend on the continued services of our executive leadership team, including Stephen Fendrich, our President and Chief 
Operating Officer; Dominick Azevedo, our Executive Vice President — Sales; William Creekmuir, our Executive Vice President 
and Chief Financial Officer; Kristen McGuffey, our Executive Vice President and General Counsel; Timothy Oakhill, our 
Executive Vice President — Marketing and Licensing; and Kimberly Samon, our Executive Vice President — Human 
Resources. The loss of any of our key officers could impair our ability to execute our business strategy and negatively impact our 
business, financial condition and results of operations. We have non-compete agreements with our executive leadership team. 
We do not carry key man insurance for any of our management executives. Any bankruptcy filing by or against us or our 
affiliates could adversely affect our ability to retain and motivate our executive leadership team or other key employees.  
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Our international operations are subject to foreign exchange, tariff and tax risks and our ability to expand in certain 
international markets is limited by the terms of licenses we have granted to manufacture and sell Simmons products.  

We currently conduct significant operations in Canada. Our Canadian operations are subject to fluctuations in currency 
exchange rates, the potential imposition of trade restrictions, and tariff and other tax increases. We have also limited our ability 
to independently expand in certain international markets where we have granted licenses to manufacture and sell Simmons 
products. Fluctuations in the currency exchange rate between the U.S. dollar and the Canadian dollar may affect our shareholders 
equity and our financial condition or results of operations. In addition, as a result of a recent tax treaty between the United States 
and Canada, the withholding tax on transfers of cash from our Canadian operations to our U.S. operations has increased 
substantially which could impact our results of operations.  

We have substantial funds held at few financial institutions that exceed the insurance coverage offered by the FDIC, the 
loss of which would have a severe negative affect on our operations and liquidity.  

As of June 27, 2009, we had approximately $67.3 million held in accounts at few financial institutions in the United States, 
Canada and Puerto Rico. Although the FDIC insures deposits in banks and thrift institutions up to $250,000 per eligible account, 
the amount that we have deposited at these banks substantially exceeds the FDIC limit. If any of the financial institutions where 
we have deposited funds were to fail, we may lose some or all of our deposited funds that exceed the FDIC’s $250,000 insurance 
coverage limit. Such a loss would have a severe negative effect on our operations and liquidity.  

We have retirement plans that are currently under funded and we will be required to make cash payments to the plans, 
reducing the cash available for our business.  

We have a registered combined non-contributory defined benefit and defined contribution pension plan for substantially all 
of the employees of Simmons Canada and a retirement compensation arrangements (“RCA”) for certain senior officials of 
Simmons Canada. As of December 27, 2008, the projected benefit obligation exceeded the fair value of the plan assets of the 
defined benefit segment of the pension plan (“Pension Plan”) by $2.9 million. As of December 27, 2008, the fair value of the 
plan assets exceeded the projected benefit obligation of the RCA by $0.7 million. We expect to make estimated minimum 
funding contributions totaling approximately $1.1 million in 2009 related to the Pension Plan. No contributions are expected for 
the RCA in 2009. We also have unfunded supplemental executive retirement plans (“SERP”) for certain former executives. As of 
December 27, 2008, we had a liability of $3.1 million related to the SERP and anticipate making contributions to the SERP of 
$0.2 million in 2009. If the performance of the assets in the Pension Plan do not meet our expectations, or if other actuarial 
assumptions are modified, our future cash payments to the Pension Plan could be higher than we expected.  

If we are not able to protect or maintain our trademarks, patents, trade secrets and other intellectual property, we may 
not be able to prevent competitors from developing similar products or from marketing in a manner that capitalizes on our 
trademarks, patents and other intellectual property.  

Brands and branded products are very important to our business. We have a large number of well-known trademarks and 
service marks registered in the U.S., Canada and abroad, and we continue to pursue many pending applications to register marks 
domestically and internationally. We also have a significant portfolio of patents and patent applications that have been issued or 
are being pursued both domestically and abroad. In addition, certain marks, trade secrets, know-how and other proprietary 
materials that we use in our business are not registered or subject to patent protection. Our intellectual property is important to 
the design, manufacture, marketing and distribution of our products and services.  

To compete effectively with other companies, we must maintain the proprietary nature of our owned and licensed 
intellectual property and maintain our trade secrets, know-how and other proprietary materials. Despite our efforts, we cannot 
eliminate the following risks:  
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 •  it may be possible for others to circumvent our trademarks and service marks, patents and other rights;

 •  our products and promotional materials, including trademarks, service marks, may now or in the future violate the 
proprietary rights of others;

 •  we may be prevented from using our own trademarks, service marks, product designs or manufacturing technology, if 
challenged;

 •  it may be cost prohibitive to enforce or defend our trademarks, service marks, patents and other rights;

 •  our pending applications regarding trademarks, service marks and patents may not result in marks being registered or 
patents being issued;

 •  we may be unable to protect our technological advantages when our patents expire; and

 •  our trade secrets, know-how and other proprietary materials may be revealed to the public or our competitors and no 
longer provide protection for the related intellectual property.



  

The nature and value of our intellectual property may be affected by a change in law domestically or abroad. In light of the 
political and economic circumstances in certain foreign jurisdictions, our rights may not be enforced or enforceable in foreign 
countries even if they are validly issued or registered.  

While we do not believe that our overall success depends upon any particular intellectual property rights, any inability to 
maintain the proprietary nature of our intellectual property could have a material negative effect on our business. For example, 
an action to enforce our rights, or an action brought by a third party challenging our rights, could impair our financial condition 
or results of operations, either as a result of a negative ruling with respect to our use, the validity or enforceability of our 
intellectual property or through the time consumed and legal costs involved in bringing or defending such an action.  

We may face exposure to product liability claims, which could reduce our liquidity and profitability and reduce 
consumer confidence in our products.  

We face an inherent business risk of exposure to product liability claims if the use of any of our products results in personal 
injury or property damage. In the event that any of our products prove to be defective or if they are determined not to meet state 
or federal legal requirements, we may be required to recall or redesign those products, which could be costly and impact our 
profitability. We maintain insurance against product liability claims, but such coverage may not continue to be available on terms
acceptable to us and such coverage may not be adequate to cover types of liabilities actually incurred. A successful claim 
brought against us if not fully covered by available insurance coverage, or any claim or product recall that results in significant 
adverse publicity against us, could have a material negative effect on our business and/or result in consumers purchasing fewer 
of our products, which could also reduce our liquidity and profitability.  

An increase in our return rates or an inadequacy in our warranty reserves could reduce our liquidity and profitability.  

Our return rates may not remain within our historical levels. An increase in return rates could significantly impair our 
liquidity and profitability. We also generally provide our customers with a limited warranty against manufacturing defects on our 
conventional innerspring and specialty bedding products of ten and 20 to 25 years, respectively. Our juvenile bedding products 
generally have warranty periods ranging from five years to a lifetime. The historical costs to us of honoring warranty claims have 
been within management’s expectations. However, as we have released new products in recent years, many new products are 
fairly early in their product life cycles. Because our products have not been in use by our customers for the full warranty period, 
we rely on the combination of historical experience and product testing for the development of our estimate for warranty claims. 
However, our actual level of warranty claims could prove to be greater than the level of warranty claims we estimated based on 
our products’ performance during product testing. We have also experienced non-warranty returns for reasons generally related 
to order entry errors, shipping damage, and to accommodate customers. If our warranty and non-warranty reserves are not 
adequate to cover future claims, their inadequacy could reduce our liquidity and profitability.  

Additional terrorist attacks in the U.S. or against U.S. targets or actual or threats of war or the escalation of current 
hostilities involving the U.S. or its allies could negatively impact our business, financial condition or results of operations.  

Additional terrorist attacks in the U.S. or against U.S. targets, or threats of war or the escalation of current hostilities 
involving the U.S. or its allies, or military or trade disruptions impacting our domestic or foreign suppliers of components of our 
products, may impact our operations, including, but not limited to, causing supply chain disruptions and decreased sales of our 
products. These events could also cause an increase in oil or other commodity prices, which could adversely affect our raw 
materials or transportation costs. More generally, any of these events could cause consumer confidence and spending to decrease.
These events also could cause or act to prolong an economic recession in the U.S. or abroad. Any of these occurrences could 
have a significant impact on our business, financial condition or results of operations.  

An outbreak of swine flu or a pandemic, or the threat of a pandemic, may adversely impact our ability to produce and 
deliver our products or may adversely impact consumer demand.  

A significant outbreak of swine flu, or a similar pandemic, or even a perceived threat of such an outbreak, could cause 
significant disruptions to our supply chain, manufacturing capability, corporate support infrastructure or distribution system that 
could adversely impact our ability to produce and deliver products. Similarly, such events could cause significant adverse 
impacts on consumer confidence and consumer demand generally. Any of these occurrences could have a significant impact on 
our business, financial condition or results of operations.  

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds  

None.  
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Item 3. Defaults Upon Senior Securities  

See Part I, Item 2 “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity 
and Capital Resources.”  

Item 4. Submission of Matters to a Vote of Security Holders  

None.  

Item 5. Other Information  

Amendments to Articles of Incorporation.  

On August 18, 2009, Simmons Bedding amended its amended and restated certificate of incorporation to provide for three 
classes of directors, as nearly equal in number as possible. Accordingly, the current members of the Board of Directors of 
Simmons Bedding will be divided into three classes. The term of office of the first class of directors will expire in 2009, the term 
of office of the second class of directors will expire in 2010 and the term of the third class of directors will expire in 2011. The 
amended and restated certificate of incorporation of Simmons Bedding is filed herewith as Exhibit 3.1.  

On August 20, 2009, THL-SC Bedding Company filed a certificate of amendment of certificate of incorporation to change 
its name to Bedding Holdco Incorporated. On August 20, 2009, Simmons Holdco, Inc., Holdings’ parent company, also filed a 
certificate of amendment of certificate of incorporation to change its name to Bedding Superholdco Incorporated. The certificates 
of amendment of certificate of incorporation are filed herewith as Exhibits 3.2 and 3.3.  

Item 6. Exhibits  
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 3.1  Third Amended and Restated Certificate of Incorporation of Simmons Bedding.
      
 3.2  Certificate of Amendment of Certificate of Incorporation of THL-SC Bedding Company. 
      
 3.3  Certificate of Amendment of Certificate of Incorporation of Simmons Holdco Inc.
      
 10.1 

 

Second Amendment to Second Forbearance Agreement and Fifth Amendment to the Second Amended and Restated 
Credit and Guaranty Agreement dated as of May 27, 2009, by and among Simmons Bedding, Bedding Holdco and 
certain subsidiaries of Simmons Bedding, and the senior lenders.

      
 10.2 

 
Amendment No. 2 to Forbearance Agreement to Indenture dated May 27, 2009, by and among Simmons Bedding 
Company, the Guarantors (as defined in the Indenture) and the Amending Holders.

      
 31.1  President and Chief Operating Officer Certification of the Type Described in Rule 13a — 14(a) and Rule 15d — 14(a).
      
 31.2  Chief Financial Officer Certification of the Type Described in Rule 13a — 14(a) and Rule 15d — 14(a). 
      
 32.1  Certification of President and Chief Operating Officer pursuant to 18 U.S.C. Section 1350 (furnished herewith).
      
 32.2  Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350 (furnished herewith). 



                    

SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, Simmons Company has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized.  

Date: August 21, 2009  
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SIMMONS COMPANY
      
By:  /s/ William S. Creekmuir 

  

 
    William S. Creekmuir
    Executive Vice President & Chief Financial Officer



                    

Exhibit C

EXHIBIT C  

PROJECTED FINANCIAL INFORMATION OF SERTA HOLDINGS  

Serta Holdings has prepared its projected financial results on a consolidated basis for the calendar years 2009, 2010, 
2011, 2012 and 2013 (the “Projections”). Estimates for 2009 comprise unaudited actual results from management accounts for 
the nine months ended September 30, 2009 and projections for the period October 1, 2009 to December 31, 2009. The financial 
information discussed herein includes certain statements that may be deemed to be “forward-looking statements” within the 
meaning of the Private Securities Litigation Reform Act of 1995. See “Cautionary Statement Regarding Forward Looking 
Statements” in the Disclosure Statement.  

The Projections included in this document have been prepared by, and are the responsibility of, Serta Holdings’ 
management. The Projections were not prepared to comply with the guidelines for prospective financial statements published by 
the American Institute of Certified Public Accountants and the Rules and Regulations of the Securities and Exchange 
Commission. Serta Holdings’ independent auditors have neither examined, compiled nor performed any procedures with respect 
to the Projections and accordingly do not express any opinion or any other form of assurance with respect to the Projections, 
assume no responsibility for the Projections and disclaim any association with the projections. Results set forth in the financial 
projections should not be viewed as indicative of future results. Except for purposes of the Disclosure Statement, Serta Holdings 
does not publish projections of its anticipated financial position or results of operations.  

SIGNIFICANT ASSUMPTIONS FOR FINANCIAL PROJECTIONS  

SERTA HOLDINGS HAS PREPARED THESE FINANCIAL PROJECTIONS BASED UPON THE FOLLOWING 
ASSUMPTIONS THAT THEY BELIEVE TO BE REASONABLE UNDER THE CIRCUMSTANCES. MANY OF THE 
ASSUMPTIONS ON WHICH THE FINANCIAL PROJECTIONS ARE BASED ARE SUBJECT TO SIGNIFICANT 
UNCERTAINTIES. INEVITABLY, SOME ASSUMPTIONS WILL NOT MATERIALIZE AND UNANTICIPATED EVENTS 
AND CIRCUMSTANCES MAY AFFECT THE ACTUAL FINANCIAL RESULTS. THEREFORE, THE ACTUAL RESULTS 
ACHIEVED THROUGHOUT THE PROJECTION PERIOD MAY VARY FROM THE PROJECTED RESULTS AND THE 
VARIATIONS MAY BE MATERIAL. ALL HOLDERS OF CLAIMS AND INTERESTS THAT ARE ENTITLED TO VOTE 
TO ACCEPT OR REJECT THE PLAN ARE URGED TO EXAMINE CAREFULLY ALL OF THE ASSUMPTIONS ON 
WHICH THE FINANCIAL PROJECTIONS ARE BASED IN EVALUATING THE PLAN.  

General  

   

Exhibit C-1

 •  Methodology. The Projections were developed based on assumptions of macroeconomic and industry 
factors, as well as factors specific to Serta Holdings’ brands, products and customers. These assumptions 
were developed by Serta Holdings’ management using their best business judgment. The Projections were 
prepared in good faith by Serta Holdings’ management using the same accounting policies, to the extent 
applicable, as those used to prepare its historical financial statements.

 •  Fiscal Years. Financial projections are presented on a calendar year end.

 •  Effective Date. The Financial Projections assume an Effective Date of March 15, 2010.

 •  Macroeconomic and Industry Environment. The projections reflect management’s expectation of the 
bedding industry reverting to historical levels of unit and AUSP growth going forward, driven by a broader 
economic recovery beginning in late 2010 and 2011.



                    

Projected Income Statement  

   

Exhibit C-2

 •  Revenues. Net revenues are projected to increase 7.4% in 2010, 7.6% in 2011 and 5.9% in 2012 and 2013. 
Management expects Serta Holdings’ unit sales to grow in line with the rest of the bedding industry and 
AUSP to increase as a result of inflation and changes in product mix toward higher-end products.

 •  Cost of Goods Sold. Cost of goods sold primarily includes raw material costs (steel, foams, fabric and 
others) with labor and overhead being a smaller portion of the total cost. Annual inflation factors were 
applied to various material categories as well as variable overhead based on expected commodity price 
increases and product mix shifts and adjusted for anticipated productivity and efficiency gains such as 
reduced pounds of scrap per piece and reduced direct labor hours per piece. Fixed manufacturing overhead 
is projected to increase in line with inflation.

 •  Gross Margins. Gross margins are expected to remain flat at 40.5% driven primarily by commodity price 
inflation adjusted for improvements in manufacturing efficiency and labor productivity.

 •  Selling, General and Administrative Expenses. SG&A expenses primarily consist of variable expenses, such 
as distribution costs which are expected to remain flat as a percentage of revenue going forward and selling 
and advertising costs which are expected to increase moderately as a percentage of revenue over the 
projection period. SG&A expenses also include fixed expenses, such as salaries and fringe benefits which 
are expected to grow in line with inflation.

 •  Other Operating Expenses. Other operating expenses include the amortization of intangible assets, non-cash 
stock-based compensation, plant closure costs and a goodwill impairment charge in 2008. The projections 
reflect management’s expectation that there will be no goodwill impairment charges and plant closure costs. 
Non-cash stock-based compensation expense and amortization reflect scheduled amounts through 2013.

 •  Tax Shield. Prior to the acquisition of NBC and certain of its affiliates by AOT in 2005, NBC was a limited 
liability company that was treated as partnership for tax purposes. As a result of the acquisition by AOT of 
100% of the NBC interests and subsequent acquisitions, the tax basis of the company’s assets were 
increased to their fair market values, resulting in additional tax deductible amortization over a 15-year 
period. The amortization associated with the increase in tax basis reduces Serta Holdings’ taxable income by 
approximately $48 million annually. On a present value basis assuming blended U.S. federal and state 
income tax rate of 40% and a discount rate equal to 11%, the value of this tax shield is expected to be 
approximately $123 million as of December 31, 2009. As of December 31, 2008, Serta Holdings had 
approximately $40 million of net operating losses that may be available to reduce taxable income 
throughout the projection period and beyond.

 •  Capital Expenditures. Serta Holdings expects to spend approximately $7 million per annum on maintenance 
and expansion capital expenditures, based on historical maintenance capital spending requirements and 
project-level budgets for expansion capex.
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 •  Working Capital. Accounts Receivable and Accounts Payable levels are projected to fluctuate with 
Revenues and throughout the year based on historical seasonality and levels. Inventory turns are projected to 
remain constant going forward.

 •  Capital Structure and Interest Expense. Interest expense projections are based on Serta Holdings’ existing 
capital structure using the forward LIBOR curve (adjusted for hedges currently in place). The projections 
assume that upon maturity the capital structure is refinanced by another facility with substantially similar 
terms.

 •  Adjusted Earnings before Interest, Taxes, Depreciation and Amortization (“Adjusted EBITDA”). For 
purposes of the projections, Adjusted EBITDA is a pro forma measure defined as operating income 
(loss) plus the amortization of intangible assets, depreciation, goodwill impairment charge, non-cash stock-
based compensation, gains and losses on property and equipment, management fees, plant closure costs and 
other credit agreement related adjustments. Adjusted EBITDA is presented because it is used by Serta 
Holdings’ lenders for purposes of compliance with provisions of its credit agreements and assessment of 
credit evaluation, by management and the investors in assessing the operating performance of the company 
and the determination of management incentive compensation.
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  Actual   9ME   LTM   Estimated  Forecast  
($ in millions)  2007   2008   Sep-08   Sep-09   Sep-09   2009E   2010P   2011P   2012P   2013P  
                                          
Net Sales  $ 756.4  $ 812.2  $ 649.8  $ 573.9  $ 736.3  $ 742.3  $ 797.0  $ 857.3  $ 908.2  $ 962.2 
                                          
Cost of Goods Sold   450.0   524.0   419.5   335.2   439.7   434.7   474.3   510.0   540.6   572.6 
                              

Gross Profit   306.4   288.2   230.3   238.7   296.6   307.6   322.7   347.2   367.6   389.5 
                                          
Selling & Advertising Expense   141.5   145.9   122.3   105.3   128.9   132.1   145.5   157.2   166.2   176.2 
Delivery Expense   31.7   38.9   31.7   24.1   31.4   34.2   38.5   40.4   41.7   43.1 
Administrative Expense   38.3   42.6   31.4   33.4   44.6   48.4   42.7   44.2   45.7   47.3 
Other Operating Expenses   12.1   90.1   7.6   8.8   91.4   9.6   9.0   5.8   5.8   5.8 
                              

Operating Income / (Loss)  $ 82.8  $ (29.3)  $ 37.4  $ 67.0  $ 0.2  $ 83.4  $ 86.9  $ 99.6  $ 108.2  $ 117.2 
                                          
Reconciliation to Adjusted EBITDA                                         
Operating Income / (Loss)  $ 82.8  $ (29.3)  $ 37.4  $ 67.0  $ 0.2  $ 83.4  $ 86.9  $ 99.6  $ 108.2  $ 117.2 
Amortization of Intangibles   7.4   7.4   5.6   5.6   7.4   7.4   6.9   5.8   5.8   5.8 
Severance & Restructuring (Plant 

Closures)   2.2   2.5   0.2   0.4   2.8   —   —   —   —   — 
Goodwill Impairment   —   77.8   —   —   77.8   —   —   —   —   — 
Depreciation Expense   8.5   8.4   6.5   6.5   8.4   8.5   8.5   8.5   8.5   8.5 
Other Credit Agreement Adjustments   4.1   3.4   2.2   3.2   4.4   2.7   2.7   0.5   0.5   0.5 
   

 
  

 
  

 
  

 
  

 
  

 
  

 
    

 
   

Adjusted EBITDA  $ 105.0  $ 70.2  $ 51.9  $ 82.7  $ 101.0  $ 102.0  $ 105.0  $ 114.4  $ 123.0  $ 132.0 
   

 

  

 

  

 

  

 

  

 

  

 

  

 

    

 

   

                                     
  Actual   Estimated   Forecast  
($ in millions)  2007   2008   Sep-09   Dec-09   Mar-10  2010P   2011P   2012P   2013P  
                                      
Cash  $ 53.3  $ 29.1  $ 97.3  $ 100.6  $ 104.9  $ 116.8  $ 133.3  $ 149.3  $ 166.8 
Current Assets exc. Cash   113.8   126.5   121.2   91.0   111.9   98.7   121.7   129.2   137.1 
Current Liabilities exc. Debt   105.3   104.9   109.3   81.6   101.5   88.9   110.4   117.3   124.5 
Total Long-Term Debt   631.8   627.6   624.4   613.5   599.6   560.8   507.0   454.6   397.9 
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EXHIBIT D  

PROJECTED FINANCIAL INFORMATION OF NEW PARENT  

Set forth below are the pro forma and projected financial results for New Parent on a combined basis for calendar 
years 2009, 2010, 2011, 2012 and 2013 (the “New Parent Projections”). The financial information discussed herein includes 
certain statements that may be deemed to be “forward-looking statements” within the meaning of the Private Securities 
Litigation Reform Act of 1995. See “Cautionary Statement Regarding Forward Looking Statements” in the Disclosure 
Statement.  

The New Parent Projections included in this document have been prepared by, and are the responsibility of, the 
management of Serta Holdings and Simmons Company. The New Parent Projections were not prepared to comply with the 
guidelines for prospective financial statements published by the American Institute of Certified Public Accountants and the Rules
and Regulations of the Securities and Exchange Commission. Serta Holdings’ independent auditors and the Company’s 
independent registered public accounting firm have neither examined, compiled nor performed any procedures with respect to 
the New Parent Projections and accordingly do not express any opinion or any other form of assurance with respect to the New 
Parent Projections, assume no responsibility for the New Parent Projections and disclaim any association with the projections. 
Results set forth in the financial projections should not be viewed as indicative of future results. Except for purposes of the 
Disclosure Statement, the Purchasers do not publish projections of the anticipated financial position or results of operations of 
New Parent.  

SIGNIFICANT ASSUMPTIONS FOR FINANCIAL PROJECTIONS  

THE FINANCIAL PROJECTIONS FOR NEW PARENT ARE BASED UPON THE FOLLOWING ASSUMPTIONS THAT 
THEY BELIEVE TO BE REASONABLE UNDER THE CIRCUMSTANCES. MANY OF THE ASSUMPTIONS ON WHICH 
THE PROJECTIONS ARE BASED ARE SUBJECT TO SIGNIFICANT UNCERTAINTIES. INEVITABLY, SOME 
ASSUMPTIONS WILL NOT MATERIALIZE AND UNANTICIPATED EVENTS AND CIRCUMSTANCES MAY AFFECT 
THE ACTUAL FINANCIAL RESULTS. THEREFORE, THE ACTUAL RESULTS ACHIEVED THROUGHOUT THE 
PROJECTION PERIOD MAY VARY FROM THE PROJECTED RESULTS AND THE VARIATIONS MAY BE 
MATERIAL. ALL HOLDERS OF CLAIMS AND INTERESTS THAT ARE ENTITLED TO VOTE TO ACCEPT OR 
REJECT THE PLAN ARE URGED TO EXAMINE CAREFULLY ALL OF THE ASSUMPTIONS ON WHICH THE 
FINANCIAL PROJECTIONS ARE BASED IN EVALUATING THE PLAN.  

Assumptions  
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 •  Equity Capitalization. The equity capitalization of New Parent will consist of approximately $310 million of 
Class B membership interests issued in return for new capital invested as part of this transaction; up to 
$15 million of Class A Units issued to Eligible Investors in accordance with the Plan; and $200 million of 
Class A membership interests issued to the Sponsors and their affiliates and co-investors who are currently 
equity holders of Serta Holdings as well as management, employees and independent directors of Serta 
Holdings in exchange for all of the outstanding stock of Serta Holdings. Additional Class B Membership 
interests may be issued to fund additional working capital needs or strategic transactions.

 •  Operations. The combined financial projections assume that Simmons Company and Serta Holdings will 
continue to operate as separate and independent entities. Any transactions between the two entities, whether 
to realize synergies or for any other reason, will be negotiated at arm’s length in accordance with the 
provisions of the master services agreement between the two companies. Only nominal incremental tax, 
audit and board fees are expected to be incurred at the New Parent. 
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 •  Cost Savings. Run-rate cost savings totaling approximately $50 million annually are expected to be achieved 
within 18 to 36 months after the closing. Cost savings are primarily expected to be derived from 
improvements in raw material sourcing through volume purchasing and vendor best-pricing, optimization of 
logistics including expansion of in-house logistics capabilities and implementation of manufacturing best 
practices. Based on a detailed investigation of cost-savings opportunities, it is expected that approximately 
51% of the total cost savings will be realized by Simmons Company and 49% will be realized by Serta 
Holdings and its subsidiaries.

 •  Cost to Achieve Synergies. Aggregate cost of achieving the aforementioned synergies is expected to be in 
the $30-40 million range. These expenses will be incurred in the form of capital expenditures and non-
recurring restructuring costs.

 •  Effective Date. The New Parent Projections assume an Effective Date of March 15, 2010.

 •  Pro Forma. The 2009 financial information presented below is pro forma to assume an Effective Date as of 
the beginning of 2009. The March 15, 2010 balance sheet presented below is pro forma to assume an 
Effective Date as of March 15, 2010. The pro forma information does not purport to be indicative of the 
financial position and results that actually would have been obtained had the transactions been completed as 
of the assumed Effective Date and for the period presented or that may be obtained in the future.

         
 Pro Forma  Forecast
($ in millions) 2009E  2010P 2011P 2012P   2013P
          
Net Sales $ 1,645.4 $ 1,861.5 $ 2,017.0 $ 2,104.1  $ 2,248.0
          
Cost of Goods Sold  949.0 1,136.5 1,232.8 1,293.6   1,377.3
Gross Profit $ 696.4 $ 725.0 $ 784.2 $ 810.5  $ 870.6
          
SG&A  561.3 565.5 571.5 591.5   632.6
Operating Income / (Loss)  $ 135.1  $ 159.5  $ 212.7  $ 219.0  $ 238.1 
   

 
  

 
  

 
    

 
 

          
Adjusted EBITDA $ 232.5 $ 225.6 $ 260.2 $ 268.6  $ 286.6
   

 

  

 

  

 

    

 

 

          
Run-Rate Cost Savings  50.0      
          
Adj. EBITDA w/ Run-Rate Cost 

Savings $ 282.5      
         
 Pro Forma  Forecast
($ in millions) Mar-10  2010P 2011P 2012P   2013P
          
Cash $ 119.3 $ 182.0 $ 254.4 $ 342.1  $ 443.4
Current Assets  272.0 266.1 303.1 314.9   332.7
Current Liabilities  211.7 220.0 253.5 265.5   283.3
Total Long-Term Debt  1,047.6 1,005.0 947.7 885.2   815.8
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  PF
$ in millions  Mar-10
     
Cash  $ 104.9
     
1st Lien Term Loan   389.6
2nd Lien Term Loan   210.0

Total Net Debt  $ 494.7
      
Common Equity   200.0

TEV inc. Tax Shield  $ 694.7
      
(-) PV of Serta Tax Shield   (122.9)
   

 
 

TEV exc. Tax Shield  $ 571.8
   

 

 

    
  PF
$ in millions  Mar-10
      
Cash  $ 14.4
     
Existing IRB’s   13.0
New ABL Revolver (1)   10.0 
New Sr. Sec. Notes   425.0

Total Net Debt  $ 433.6
      
New Preferred (2)   314.5
New Common Equity — Holdco   15.0
   

 
 

TEV  $ 763.2
   

 

 

   

(1)  Such amount may not be drawn if LC’s can be rolled to new ABL facility.
 

(2)  Assumes all Holdco Noteholders elect to purchase common equity and includes purchaser fees and expenses.
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  PF
$ in millions  Mar-10
     
Simmons Cash  $ 14.4
Serta Holdings Cash   104.9
     
Serta Holdings 1st Lien Term Loan   389.6
Serta Holdings 2nd Lien Term Loan   210.0

Serta Holdings Net Debt  $ 494.7 
     
Existing Simmons IRB’s   13.0
New Simmons ABL Revolver   10.0
New Simmons Sr. Sec. Notes   425.0

Simmons Net Debt  $ 433.6
     
Total Net Debt  $ 928.4
     
New Preferred   314.5
New Common Equity — HoldCo   15.0 
Common Equity — Serta Holdings Contributed Equity   200.0

TEV inc. Tax Shield  $ 1,457.9
     
(-) PV of Serta Holdings Tax Shield   (122.9)
   

 
 

TEV exc. Tax Shield  $ 1,335.0
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EXHIBIT E  

DESCRIPTION OF CLASS A UNITS  

The following is a summary of the material terms of the Class A Units being offered to Eligible Investors and certain 
related provisions of the Amended and Restated Operating Agreement of New Parent (the “Operating Agreement”) and of the 
Delaware Limited Liability Company Act (“DLLCA”). In addition to reviewing this description, Eligible Investors 
contemplating a purchase of Class A Units should review SECTION XII — “CERTAIN FACTORS TO BE CONSIDERED” of 
the Disclosure Statement for a discussion of some of risks that should be considered prior to making any investment decision.  
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Issuer   New Parent, the direct or indirect owner of the Company and AOT after effectiveness of the Plan.
    
Class A Units  

 

Class A units in New Parent having a subscription price of $1,000 per unit (“Class A Units”). Upon 
effectiveness of the Plan, Class A Units will be held by: (i) the Sponsors and their affiliates and co-
investors who currently are the equity holders of AOT, (ii) the owners of other assets contributed to 
New Parent at or prior to effectiveness of the Plan, (iii) management, employees and independent 
directors pursuant to a management and employee compensation and stock ownership plan 
approved by the Sponsors, and (iii) any Eligible Investors holding allowed Holdco Note Claims 
that elect to use cash distributions under the Plan to purchase Class A Units in accordance with the 
Plan (the “Permitted Class A Units” and, together with the Permitted Class B Units, the “Permitted 
Initial Interests”).

    
   

 

Class A Units shall be subscribed for and purchased at par. The aggregate subscription price for the 
initial Class A Units issued in exchange for the capital stock of AOT and other assets contributed 
to New Parent at or prior to Closing in connection with the transactions contemplated by the Plan 
shall be $200 million, provided that such amount shall be increased by the aggregate amount 
received by AOT after September 24, 2009 representing the exercise price for any options to 
acquire AOT stock exercised during such period.

    
   

 

New Parent reserves the right to divide the Class A Units for purposes of the definitive Operating 
Agreement into two sub-classes, Class A-1 Units and Class A-2 Units. Only Ontario Teachers (for 
a portion of its Units) will hold Class A-2 Units. The Class A-1 Units and Class A-2 Units would 
be identical, except that the Class A-2 Units shall not vote with respect to election of the Board of 
Managers (“Board”) of New Parent and shall be entitled to receive supplemental distributions in an 
amount equal to the management fees payable to Ares and its affiliates provided that the aggregate 
of management fees and the supplemental distributions referenced above payable to the Sponsors 
and their affiliates shall not exceed $2 million annually, plus documented out-of-pocket expenses. 
Such supplement distributions will be payable prior to the application of the Distribution Waterfall 
described below.
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Class B Units  

 

New Parent also is issuing upon effectiveness of the Plan Class B units in New Parent having a 
subscription price of $1,000 per unit (“Class B Units”), to finance a portion of the costs of 
acquiring the Company pursuant to the Plan Sponsor Agreement, together with related fees and 
expenses of New Parent, and potentially to finance other acquisitions of assets by New Parent and 
its subsidiaries from licensees or other parties. New Parent estimates that the aggregate 
subscription price of Class B Units initially issued will be less than $365 million, although the final 
amount of Class B Units to be issued will depend upon the financial requirements of New Parent. 
New Parent does not intend to raise indebtedness to finance the Plan, but reserves the right to do so 
or to raise indebtedness at any time thereafter.

    
   

 

New cash investments by the Sponsors, their affiliates and co-investors in New Parent at 
effectiveness of the Plan will be made by purchasing Class B Units. The Sponsors may subscribe 
for the necessary Class B Units themselves or may seek to obtain acquisition financing 
commitments from others. For example, New Parent has obtained acquisition financing 
commitments from DDJ Capital Management, LLC, Farallon Capital Management, LLC, Sola Ltd, 
and Solus Core Opportunities Master Fund Ltd. (the “New Parent Financing Parties”) to purchase 
$55 million of the Class B Units. However, the Sponsors have agreed with the Debtors that, 
regardless of the commitments from the New Parent Financing Parties or any other person, each 
Sponsor remains obligated with respect to its guarantee of the purchase price due at Closing under 
the Plan Sponsor Agreement to the extent described under “SECTION IV.D. — EVENTS 
LEADING TO THE CHAPTER 11 CASES — GUARANTEE” in the Disclosure Statement, 
subject to the terms and conditions of the Plan Sponsor Agreement.

    
Initial Capitalization  

 

Other than the Class A Units and the Class B Units upon confirmation of the Plan, New Parent will 
have no other outstanding equity or equity-like securities or instruments or options, rights, 
convertible securities or similar securities providing for the issuance of any additional equity or 
equity-like securities or instruments.

    
   

 

There is no limit on the number of Class A Units or Class B Units that may be issued upon 
effectiveness of the Plan. In addition, subject to the preemptive rights in favor of Class B Units (but 
not Class A Units), the Operating Agreement authorizes the Board to issue additional units at any 
time and from time to time, whether of an existing class or series or a new class or series, in each 
case on such terms and conditions as the Board may determine.

    
Liquidation Preference  

 

Class A Units have no liquidation preference. Class B Units are entitled to a “Liquidation 
Preference” equal to the initial subscription price per share as reduced from time to time by the 
aggregate amount of all distributions paid per share of Class B Units. The then outstanding 
Liquidation Preference shall accrete at a 6% rate, compounded annually. The Liquidation 
Preference shall never be less than zero.
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Distributions  

 

All cash or non-cash dividends or distributions paid with respect to the equity securities of New 
Parent (other than supplemental distributions with respect to Class A-2 Units or pursuant to 
management and employee compensation and stock ownership plans approved by the Sponsors) 
shall be applied as follows (the “Distribution Waterfall”):

    
   

 
first, to make distributions on a pro rata basis on the Class B Units until such time as their 

Liquidation Preference has been reduced to zero;
    
   

 

second, to make distributions on a pro rata basis on the Class A Units other than those issued 
pursuant to an equity incentive or ownership plan until such time as there has been paid 
$1,000 per such unit;

    
   

 

third, to make distributions on a pro rata basis on certain Class A Units issued pursuant to an 
equity incentive or ownership plan until such time as there has been paid $1,000 per such 
unit; 

    
   

 

fourth, to make “catch-up” distributions on a pro rata basis to all Class A Units until the 
aggregate amount of distributions for each such Class A Unit since the Closing equals the 
aggregate amount of distributions for each Class B Units since the Closing; and 

    
    fifth, to make distributions on Class A Units and Class B Units on a pro rata basis. 
    
   

 

100% of all distributable net cash and non-cash proceeds received by New Parent arising from a 
“Sale of the Company”, defined as the sale of all or substantially all of the consolidated assets of 
New Parent (whether held by New Parent or one or more of its subsidiaries and whether by way of 
an asset sale, security sale, tender offer, merger or other similar transaction) shall be distributed to 
New Parent’s equity holders in accordance with the Distribution Waterfall, unless New Parent and 
each holder of Class B Units other than those held by the Sponsors or their affiliates consent in 
writing.

    
Conversion Upon IPO  

 

In connection with an initial public offering of common stock by New Parent (an “IPO”), the 
Class A Units and the Class B Units shall automatically convert, without any action by the holders 
thereof, into fully paid and nonassessable shares of common stock or other similar equity securities 
(the “Converted Securities”). The amount of Converted Securities to be issued to any holder of 
Class A or Class B Units shall be determined by applying the Distribution Waterfall to the market 
value of all Class A and Class B Units pursuant to such procedure as the Board shall approve.
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Management; Limited 
Voting Rights  

 

The Board will have the exclusive right and full power and authority to manage and control the 
business and affairs of New Parent. The Board will be elected by the holders of Class A-1 Units 
holding a plurality of the Class A-1 Units present in person or represented by proxy and entitled to 
vote on the election of managers at any meeting of members.

    
   

 

As of the effective date of the Plan, because of the level of their holdings of Class A-1 Units, the 
Sponsors will control the vote with respect to the election of managers. It is not anticipated that 
other holders of Class A-1 Units, whether individually or in the aggregate, other than the Sponsors, 
will have any representation on the Board or influence in the manner in which New Parent is 
managed.

    
   

 

The Operating Agreement also will specify that the members of the Board are subject to fiduciary 
duties to the members of New Parent to the extent of the fiduciary duties owed by directors of a 
Delaware corporation to its stockholders; provided, however, that the corporate opportunity 
doctrine will not apply and that the Operating Agreement may eliminate or limit the personal 
liability of the managers to the extent permitted under Section 102(b)(7) of the Delaware General 
Corporation Law. These are important limitations on investors’ rights, and Eligible Investors 
considering an investment in the Class A-1 Units should consult with their own legal counsel prior 
to making an investment decision.

    
   

 

The Class A Units do not have special voting or approval rights or other minority protections 
available in some other private companies. However, the majority in interest of the Class B Units 
which are not held by the Sponsors or any of their affiliates or co-investors do have the right to 
approve the entrance into or material amendment or modification of any related party transactions 
among New Parent and/or its controlled subsidiaries, on the one hand, and the Sponsors and/or any 
of their affiliates (other than New Parent and/or its controlled affiliates), on the other hand (other 
than (x) management fees to Ares or its affiliates pursuant to a management agreement and 
supplemental distributions to Ontario Teachers with respect to its Class A-2 Units which in the 
aggregate shall not exceed $2 million in the aggregate during any calendar year, plus reasonable 
documented out-of-pocket expenses, and (y) the participation by the Sponsors and/or their affiliates 
in the financing of the transactions contemplated by the Plan), to the extent any such transaction is 
not at least as favorable to New Parent or the applicable controlled subsidiary as a transaction with 
a third party on arm’s-length terms.

    
Reporting  

 

New Parent will provide to each holder of Class A or Class B Units annual and quarterly 
consolidated financial statements, including a balance sheet, income statement and statement of 
cash flows. In addition, New Parent has agreed to provide the New Parent Financing Parties and 
their affiliates committing to invest in Class B Units with the following additional information so 
long as they maintain a certain minimum holding of Class B Units: (a) such quarterly reporting as 
AOT Bedding Holdings Corp. (or its subsidiaries), Holdco (or its subsidiaries) and/or New Parent 
provides to its debt investors from time to time, and (b) reasonable access to Sponsor directors and 
officers on the Board. New Parent may or may not agree to provide additional financial 
information from time to time. The provision of all information shall be subject to such 
confidentiality restrictions as New Parent or the Sponsors may reasonably require.
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Drag and Tag Rights  

 

The Sponsors will have the right to drag-along holders of the Class A or Class B Units in a 
transaction (a “Change of Control Transaction”) involving (i) a Sale of the Company to any person 
or entity other than a Sponsor or any of its affiliates or (ii) a sale to any person or entity other than 
a Sponsor or any of its affiliates of a majority of the equity interests in New Parent. In the case of 
any drag-along sale, holders of Class A or Class B Units shall be entitled to participate in the net 
cash or non cash proceeds of the sale in accordance with the Distribution Waterfall as provided in 
“Distributions” above, and shall only be required to sell their units (a) in proportion to the sale by 
the Sponsors of their Class A and/or Class B Units in such sale, (b) on no less favorable terms and 
conditions as the Sponsors and (c) without giving any representations or warranties (or otherwise 
having liability) to the purchaser other than as to clear title, due authority, required approvals and 
absence of conflicts. Notwithstanding the foregoing, drag-along rights shall expire upon an IPO.

    
   

 

Following the disposition of one-third, in the aggregate, taking into consideration all prior 
transfers, of the outstanding Class A Units by the Sponsors, the holders of Class A or Class B Units 
will have the right to tag-along, in connection with any disposition of Class A Units by the 
Sponsors, provided that the holders of Class B Units will tag on an as converted basis and without 
separate payment of the Liquidation Preference. Following the disposition of one-third, in the 
aggregate, taking into consideration all prior transfers, of the outstanding Class B Units by the 
Sponsors, the holders of Class B Units will have the right to tag-along in connection with any 
disposition of Class B Units by the Sponsors. Notwithstanding the foregoing, tag-along rights will 
not apply to transfers among the Sponsors and/or their affiliates and/or limited partners. Subject to 
the drag-along outlined above, the holders of Class A and Class B Units shall also be permitted to 
tag-along in any Change of Control transaction and all proceeds from the sale of interests in such 
Change of Control transaction shall be distributed pursuant to the Distribution Waterfall. In 
addition, tag-along rights shall expire upon an IPO.

    
Transfer Restrictions   The Class A Units are subject to significant restrictions on transfer.
    
   

 
Prior to an initial public offering of New Parent, no member shall transfer any Class A Units, other 
than in one of the following transactions:

   
   

 
•     with respect to a transfer by Ares or Ontario Teachers, a transfer with the prior written 

consent of the other;
    
   

 
•     a transfer pursuant to the drag-along or tag-along provisions described in “Drag and Tag 

Rights” above; 
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    •     a transfer to a Permitted Transferee (as defined below);
    
   

 
•     a transfer to a person that is also a member immediately prior to the consummation of such 

transfer or to its Permitted Transferee;
    
   

 

•     a transfer of Class A Units with the prior written consent of New Parent, which shall not be 
unreasonably withheld, conditioned or delayed, subject to a right of first refusal in favor of 
the Sponsors and New Parent providing for a five business day period in which the 
Sponsors and New Parent may elect to accept or reject the offer and, if the offer is rejected, 
a 60-day selling period for the transferring member; or 

    
   

 

•     if a member holds Class A Units and Class B Units, a transfer of all or a portion of the 
Class B Units and all of the Class A Units held by such member, if any, with the prior 
written consent of New Parent, which shall not be unreasonably withheld, conditioned or 
delayed, subject to a right of first offer in favor of the Sponsors and New Parent providing 
for a five business day period in which the Sponsors and New Parent may elect to accept or 
reject the offer and, if the offer is rejected, a 60-day selling period for the transferring 
member. 

    
    “Permitted Transferee” means:
    
   

 

•     with respect to any member who is a natural person, (a) such member’s spouse, parents, 
grandparents and descendents, including adopted relationships and the spouses of all such 
persons (the foregoing persons being a “Family Group”) and (b) any trust which is for the 
primary benefit of such Member and/or such Member’s Family Group (a “Trust”) or a 
charitable organization which is controlled by such member; 

    
   

 

•     with respect to any member that is a Trust, such Trust’s beneficiaries, the members of the 
Trust’s beneficiaries’ respective Family Groups, and any corporation, partnership, limited 
liability company or other entity in which the beneficial owners of all the equity interests 
are members of such Trust’s beneficiaries’ respective Family Groups and/or the Trust; and

    
   

 

•     with respect to any member that is a fund, (a) any investment manager, investment advisor 
or general partner of such member, (b) any investment fund, investment account or 
investment entity whose investment manager, investment advisor or general partner is such 
member or (c) any investment fund, investment account or investment entity whose 
investment manager, investment advisor or general partner is the same entity as such 
member’s investment manager, investment advisor or general partner, provided that in no 
event shall the limited partners of such member constitute Permitted Transferees.
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    Notwithstanding the foregoing, a proposed transfer of units will not be effective:
    
   

 
•     if the proposed transferee is any of New Parent’s competitors, customers or suppliers or 

any of their respective controlled, commonly controlled or controlling affiliates; 
    
   

 

•     until the proposed transferee, if not already a party to the Operating Agreement, has 
executed a joinder and any other standard and customary documentation as may be 
required by New Parent form time to time;

    
   

 

•     if such transfer is for units in minimum denominations of less than $5 million in initial 
subscription price, unless such units represent all of the units held by the transferring 
member; 

    
   

 

•     if the proposed transferee is not a “qualified institutional buyer” (as defined in Rule 144A 
under the Securities Act of 1933) or a fund or account under common management with a 
“qualified institutional buyer”;

   
    •     if such transfer does not comply with applicable securities laws; and 
    
   

 

•     if, after giving effect to such transfer, more than 400 persons (excluding the Sponsors, their 
respective affiliates, and the managers, officers and employees of New Parent and its 
subsidiaries) would hold of record equity securities of any class of New Parent for purposes 
of Section 12(g) of the Exchange Act. 

    
   

 

In addition, the Operating Agreement limits the total number of record holders that may hold any 
class of equity securities of New Parent at any one time to 400 (excluding the Sponsors, their 
respective affiliates, and the managers, officers and employees of New Parent and its subsidiaries) 
(or such larger number established by the Board) and authorizes New Parent (i) to notify an 
Affected Member (as defined below) that it has 10 days to (x) rescind the transaction causing such 
member to become an Affected Member or (y) otherwise reconfigure its ownership of the units to 
cause such member to no longer be an Affected Member and (ii) if the member remains an 
Affected Member after such 10-day period, to (xx) require that the Affected Member transfer its 
units to an existing member (not affiliated with any Sponsor) in the event that the limit is exceeded 
or (yy) if no transfer is practicable in a timely manner to avoid the registration requirements of 
Section 12(g), New Parent may redeem an Affected Member’s units to reduce the number 
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of record holders to 400 (or such larger number established by the Board). The price at which such 
transfer or redemption shall be effected will not be less than the greater of (x) the fair market value 
of the units as determined in good faith by the Board and (y) the subscription price of the units. 
Pending such a compulsory transfer or redemption, the Affected Member whose units are to be 
transferred or redeemed shall not have the right to vote or receive distributions in respect of such 
units. The Board may from time to time, without the approval of the members, increase the 
maximum number of record holders that may hold any class of equity securities of New Parent at 
any one time. “Affected Member” shall mean (i) a member which is the purported transferee of 
units pursuant to a transfer which causes the record holders that hold any class of equity securities 
of New Parent at any one time to exceed 400 (or such larger number established by the Board) as 
calculated for purposes of Section 12(g) of the Securities Exchange Act of 1934 (excluding the 
Sponsors, their respective affiliates, and the managers, officers and employees of New Parent and 
its subsidiaries) or (ii) (x) if New Parent concludes that record holders that held any class of equity 
securities of New Parent on the Effective Date of the Plan exceeded 400 (or such larger number 
established by the Board) as calculated for purposes of Section 12(g) (excluding the Sponsors, their 
respective affiliates, and the managers, officers and employees of New Parent and its subsidiaries), 
those members holding the smallest number of units of such class of equity securities of New 
Parent on the Effective Date of the Plan required to transfer their units to cause the record holders 
of such class of equity securities of New Parent at such time to equal 400 (or such larger number 
established by the Board) as calculated for purposes of Section 12(g) (excluding the Sponsors, their 
respective affiliates, and the managers, officers and employees of New Parent and its subsidiaries) 
or (y) if New Parent concludes that record holders that held any class of equity securities of New 
Parent exceeded 400 (or such larger number established by the Board) as calculated for purposes of 
Section 12(g) (excluding the Sponsors, their respective affiliates, and the managers, officers and 
employees of New Parent and its subsidiaries) after the Effective Date of the Plan as the result of a 
change in the nature of the ownership of a member’s units, the member the nature of whose 
ownership so changed.

    
Preemptive Rights  

 
Holders of Class A Units will not benefit from preemptive rights. The Sponsors and other holders 
of Class B Units will have preemptive rights as they may agree from time to time.

    
Registration Rights  

 

The Class A Units will be issued to Eligible Investors will be offered and sold in reliance on the 
exemption afforded under section 1145(a)(1) of the Bankruptcy Code and deemed to be made in a 
public offering under section 1145(c) of the Bankruptcy Code. Accordingly, as a general matter, 
Eligible Holders, other than underwriters or affiliates of the issuer, should be free to resell such 
securities without registration under the Securities Act and New Parent is not undertaking to 
provide registration rights to all of its members. New Parent reserves the right to grant to 
underwriters, affiliates or purchasers of larger positions, whether in Class A Units, Class B Units or 
other interests, such registration rights as may be separately agreed from time to time.
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Tax Matters  

 

New Parent will elect to be classified as a corporation for U.S. federal income tax purposes 
effective as of the date of its formation; provided, however, that if New Parent subsequently elects 
to be classified as a partnership for U.S. federal income tax purposes, New Parent shall comply 
with the tax covenants set forth below.

    
   

 

Neither New Parent nor Holdings shall engage, directly or indirectly through any entity owned by 
New Parent or Holdings that is treated as a pass-through entity for U.S. federal income tax 
purposes, in any activity that could result in unrelated business taxable income within the meaning 
of Section 512 of the Internal Revenue Code of 1986, as amended (the “Code”) (including by 
reason of Section 514 of the Code) or income effectively connected with a U.S. trade or business 
for U.S. federal income tax purposes being allocated to any of the members of New Parent or 
Holdings, or that could result in a member of New Parent or Holdings being treated as engaged in a 
U.S. trade or business for U.S. federal income tax purposes by reason of its investments.

    
   

 

The Operating Agreement shall include such other provisions relating to tax matters as investors in 
the Class B Units or as New Parent may determine from time to time, subject to the rights of the 
Sponsors and other investors in New Parent.

    
Dissolution   New Parent will be dissolved and liquidated upon the earliest to occur of the following events:
    
   

 
•     the determination by the Board that continued operation of New Parent is not in the best 

interest of the members;
    
    •     any event which makes it unlawful for New Parent to be continued; or 
    
    •     the entry of a decree of judicial dissolution pursuant to the DLLCA. 
    
   

 

The proceeds of sale and all other assets of New Parent will be applied in accordance with the 
provisions described under “—Distributions” above after the prior payment with respect to the 
debts and liabilities of New Parent and the expenses of liquidation or distribution, as may be 
determined by the Board, and the setting up of any reserves which the Board shall determine to be 
reasonably necessary for contingent, unliquidated or unforeseen liabilities or obligations of New 
Parent or the members arising out of or in connection with New Parent.



  

   

Exhibit E-10

   
Amendments  

 

Except as expressly provided in the Operating Agreement, any provision of the Operating 
Agreement may be amended from time to time by the Board. Notwithstanding the foregoing, 
(a) any amendment or modification to the Operating Agreement which adversely affects the rights 
or privileges of the Class B Units shall require the affirmative vote by members holding at least a 
majority of the issued and outstanding Class B Units, other than those held by the Sponsors, their 
respective affiliates or Ares’ co-investors, and (b) any amendment or modification of the 
preemptive rights in favor of holders of Class B Units which adversely affects the rights or 
privileges of the Class B Units shall require the affirmative vote by each member holding Class B 
Units.
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Liquidation Analysis and Best Interests Test  

Please see attached.  
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Simmons Company 
Liquidation Analysis Assumptions 
As of August 2009 Unaudited Balance Sheet  

General Assumptions  

The Liquidation analysis reflects the estimated cash proceeds, net of liquidation related costs, which would be 
realized if the debtors were to be liquidated in a Chapter 7 proceeding. Underlying the liquidation analysis are a 
number of assumptions that, although considered to be reasonable and accurate, are inherently subject to 
significant business, economic and competitive uncertainties and contingencies outside the control of the 
debtors and management. Given the preceding, there can be no assurance that the values reflected in the 
liquidation analysis would be realized in the event of such liquidation, and actual results could vary materially 
from those shown here. The liquidation analysis is based upon assumptions with respect to certain liquidation 
decisions which could be subject to change. The liquidation period would allow for the collection of accounts 
receivables, sale of inventory and the sale of fixed assets. The duration of the process is estimated to be 9 
months.  

Below provides additional information related to assumptions used to generate the liquidation analysis. Specific 
recovery percentages are provided in the following pages of this report.  

Cash and cash equivalents are presented on a consolidated basis as represented by the Debtors’ August 2009 
unaudited financial statements. Cash and cash equivalents are assumed to be 100% recoverable.  

The liquidation assumes recovery of A/R balances in the 0 — > 90 days level and is adjusted for risks of charge 
backs, non collection, cash discounts and other normal and ordinary course customer deductions. Based on the 
estimated aged recovery percentages the blended recovery ranges are from 57% — 69%.  

The company has little work in process (WIP) inventory given its just in time manufacturing process. Value 
would be recovered from raw materials and to a lesser extent finished goods. The inventory reserve of $7.3mm 
(company currently buying materials below standard cost) is an accounting adjustment and will have no 
recovery value. Based on the inventory classes the blended recovery ranges are from 10% — 20%  

Some prepaid deposits and royalty receivables are assumed to have a liquidation recovery value or off - set to 
wind down expenses. Deferred financing fees, deferred taxes and other current assets are assumed to have no 
liquidation recovery value. The recovery ranges from 0% — 3%.  

The sale process of PP&E may take up to a year and value would be impacted for the carrying costs and 
changes in the market value of the property. The blended recovery ranges from 18% to 33%.  

Confidential 
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(1)  Cash

(2)  Accounts Receivable

(3)  Inventories

(4)  Other Current Assets

(5)  Property Plant and Equipment



                    

It is assumed that Goodwill will have no Liquidation recovery value.  

It is assumed that Trademarks will have some recovery value based on the strong brand name. The ranges of 
recovery are from 10% — 40%.  

It is assumed that Patents & Customer Relations will have some recovery value based on the Pocketed-Coil® 
process. The ranges of recovery are from 10% — 40%.  

It is assumed that Deferred Fees will have no Liquidation recovery value.  

Fees related to product placement payments to customers are assumed to have no liquidation recovery value.  

Operating expenses, including rent and personnel costs were estimated and assumed to decrease after the first 
three months of the nine month wind down. The wind down costs also include estimates for the final tax return 
preparation, the Trustee’s legal counsel and the Trustee’s financial advisors.  

Secured claims are bank debt, outstanding letters of credit and industrial revenue bonds currently totaling 
$553,216. The liquidation analysis illustrates that after secured claims and the cost to administer the Chapter 7 
process, all of the proceeds are exhausted. Given this analysis, no estimate was made for Administrative, 
Priority or Other classes of claims.  

Source: Internal unaudited financial statements and trial balance as of August 2009  

Confidential 
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(6)  Goodwill

(7)  Trademarks

(8)  Patents & Customer Relations

(9)  Deferred Fees

(10) Other Assets

(11) Wind Down Costs

(12) Claims — Administrative, secured, priority, unsecured



                    

Simmons Company — Including Canada and Puerto Rico 
Summary of Assets, Liabilities, & Estimated Recovery 

Amounts in Thousands  
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  August 2009 Balance Recovery Percentage  Recovery Amount
  Notes Sheet Value   Low   High   Low   High  
Cash  (1) $ 66,168 100% 100% $ 66,168  $ 66,168
Accounts Receivable  (2) $ 112,092 57% 69% $ 64,362  $ 77,064
Inventory  (3)  $ 27,893   10%   20% $ 2,789  $ 5,579 
Other Current Assets  (4) $ 31,939 0% 3% $    $ 958
                    

 
Total Current Assets  $ 238,091    $ 133,319  $ 149,768

          
                        
Property, Plant, & Equipment  (5) $ 79,340 18% 33% $ 14,564  $ 26,547
Goodwill  (6) $ 230,856 0% 0% $    $
Trademarks  (7) $ 213,969 10% 40% $ 21,397  $ 85,587
Patents & Customer Relations  (8) $ 126,781 10% 40% $ 12,678  $ 50,712
Deferred Fees  (9)  $ 538   0%   0% $    $   
Other Assets  (10) $ 13,872 0% 0% $    $
   

 
           

 
  

 
 

          
Long-Term Assets, Net  $ 665,355    $ 48,639  $ 162,847

   
 

           
 
  

 
 

          
Total Proceeds Available for Distribution  $ 903,447    $ 181,958  $ 312,615

   

 

           

 

  

 

 

                        
Wind Down Costs         
Wind Down Costs (Operating Expenses & Other Professional 

Fees)  (11)              -$ 13,638  -$ 13,638 
Trustee Fees  3%    -$ 5,459  -$ 9,378

Commissions/cost of liquidation PP&E of equipment  10%    -$ 1,456  -$ 2,655
   

 
             

 
  

 
 

Total Wind Down Costs     -$ 20,553  -$ 25,671
          

Net Proceeds Available after Wind Down Costs     $ 161,405  $ 286,944
   

 

             

 

  

 

 

                        
Claims of Secured Creditors         

Revolving Credit Facility due 12/2009  $ 64,532        
Letters of Credit  $ 10,277        
Sr. Sec Term Loan due 12/2011  $ 465,000        
IRB’s    $ 13,407                 

   
 

                  

Subtotal  $ 553,216        
Recovery Dollars for Secured Creditors                $ 161,405  $ 286,944 
Recovery Percentage for Secured Creditors      29.2% 51.9%

   
 

             
 
  

 
 

                        
Net Proceeds Available after Claims of Secured 

Creditors     $ 0.0  $ 0.0
                      

          
Administrative and Other Priority Claims  (12)        

Recovery Dollars for Administrative and Other Priority 
Claims     $ 0.0  $ 0.0

Recovery Percentage for Administrative and Other Priority 
Claims      0.0% 0.0%

   
 

             
 
  

 
 

          
Net Proceeds Available after Administrative and 

Priority Claims                $ 0.0  $ 0.0 
   

 
             

 
  

 
 

          
General Unsecured Claims                       

Recovery Dollars for Unsecured Claims     $ 0.0  $ 0.0
Recovery Percentage for Unsecured Claims      0.0% 0.0%

                      

 
Net Proceeds Available after General Unsecured 

Claims     $ 0.0  $ 0.0
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EXHIBIT G  

PROJECTED FINANCIAL INFORMATION OF SIMMONS COMPANY  

Simmons Company has prepared their projected financial results on a consolidated basis for the 52 weeks ended 
December 26, 2009, 52 weeks ended December 25, 2010, the 53 weeks ended December 31, 2011, 52 weeks ended 
December 29, 2012 and 52 weeks ended December 28, 2013 (the “Projections”). The consolidated entity includes operations in 
the United States, Puerto Rico, and Canada. This projected financial information has been prepared for Simmons Company on a 
consolidated basis that includes all of the Debtors; however, if the Plan is approved and consummated, the Purchasers will 
acquire the Company, which excludes Simmons Company. Because Simmons Company does not have operations independent of 
Bedding Holdco and its other consolidated subsidiaries, the only differences between the consolidated financial information of 
Simmons Company and Bedding Holdco are items related to Simmons Company’s ownership of Bedding Holdco. As a result, 
the Debtors do not believe the differences between the projected financial information for Simmons Company and for Bedding 
Holdco, in each case on a consolidated basis, are material to a decision to accept or reject the Plan or, if applicable, to purchase 
Class A Units. The financial information discussed herein includes certain statements that may be deemed to be “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. See “Cautionary Statement 
Regarding Forward Looking Statements” in the Disclosure Statement.  

The Projections included in this document have been prepared by, and are the responsibility of, Simmons Company’s 
management. The Projections were not prepared to comply with the guidelines for prospective financial statements published by 
the American Institute of Certified Public Accountants and the Rules and Regulations of the Securities and Exchange 
Commission. Simmons Company’s registered public accounting firm have neither examined, compiled nor performed any 
procedures with respect to the Projections contained herein and, accordingly, do not express an opinion or any other form of 
assurance with respect to the Projections, assume no responsibility for the Projections and disclaim any association with the 
Projections. The PricewaterhouseCoopers LLP report included in this document relates to the Company’s historical financial 
information. It does not extend to the projections and should not be read to do so. The information contained in the Projections is 
furthermore different from that required to be included in the reports filed by Simmons Company pursuant to the securities and 
exchange act of 1934, as amended and might not be indicative of Simmons Company’s financial condition or operating results 
that would be reflected in the financial statements of Simmons Company or in its reports pursuant to the exchange act. Results 
set forth in the financial projections should not be viewed as indicative of future results. Except for purposes of the Disclosure 
Statement, Simmons Company does not publish projections of their anticipated financial position or results of operations.  

SIGNIFICANT ASSUMPTIONS FOR FINANCIAL PROJECTIONS  

SIMMONS COMPANY HAS PREPARED THESE FINANCIAL PROJECTIONS BASED UPON THE FOLLOWING 
ASSUMPTIONS THAT THEY BELIEVE TO BE REASONABLE UNDER THE CIRCUMSTANCES. MANY OF THE 
ASSUMPTIONS ON WHICH THE FINANCIAL PROJECTIONS ARE BASED ARE SUBJECT TO SIGNIFICANT 
UNCERTAINTIES. INEVITABLY, SOME ASSUMPTIONS WILL NOT MATERIALIZE AND UNANTICIPATED EVENTS 
AND CIRCUMSTANCES MAY AFFECT THE ACTUAL FINANCIAL RESULTS. THEREFORE, THE ACTUAL RESULTS 
ACHIEVED THROUGHOUT THE PROJECTION PERIOD MAY VARY FROM THE PROJECTED RESULTS AND THE 
VARIATIONS MAY BE MATERIAL. ALL HOLDERS OF CLAIMS AND INTERESTS THAT ARE ENTITLED TO VOTE 
TO ACCEPT OR REJECT THE PLAN ARE URGED TO EXAMINE CAREFULLY ALL OF THE ASSUMPTIONS ON 
WHICH THE FINANCIAL PROJECTIONS ARE BASED IN EVALUATING THE PLAN.  
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 •  Methodology. The Projections were prepared on a bottom-up basis by brand/sub-brand taking into 
consideration macroeconomic and industry forecasts, brand launch assumptions, Simmons’ historical 
performance and management’s business judgment. The Projections were prepared in good faith by 
Simmons Company’s management using the same accounting policies, to the extent applicable, as those 
used to prepare its historical financial statements. The Projections assume the Company’s current 
restructuring plan is implemented through a consensual and short chapter 11 process.

 •  Fiscal Years. Simmons Company has a 52 or 53 week fiscal year. The 2009 fiscal year ends on 
December 26, 2009, the 2010 fiscal year ends on December 25, 2010, the 2011 fiscal year ends on 
December 31, 2011, the 2012 fiscal year ends on December 29, 2012, and the 2013 fiscal year ends on 
December 28, 2013.

 •  Effective Date. The Financial Projections assume an Effective Date of March 15, 2010.

 •  Macroeconomic and Industry Environment. The Projections reflect management’s judgment for the bedding 
industry based on the International Sleep Products Association “ISPA” forecasts and general inflation 
estimates. Economic recovery expected to begin midyear 2010 and the Company begins to benefit from a 
similar sales spike as the industry experienced in 1983 (post recession). Economic recovery continues in 
2011 and the Company continues to benefit from a similar sales spike as the industry experienced in 1983 
(post 1980 — 1982 recession). In 1983, after the last consumer-led recession, the bedding industry 
experienced dollar sales growth of ~16% (unit growth of ~14%). The Company projects similar dollar sales 
growth to occur in Q4 2010 and into 2011. Company projects in 2012 and 2013 industry growth rates revert 
to historical average of 6%, which is based on ISPA’s long-term compound annual growth rate since 1974.

 •  Bonding Capacity. The projections of the Debtors’ financial performance assume that the Debtors will be 
able to achieve a successful arrangement with their surety providers for the continued provision of bid and 
performance bonds. Even if the Debtors are able to obtain sufficient bonding capacity, they will likely be 
required to secure such bonds with a significant amount of cash collateral.

 
   
1  The projected income statements for 2010 — 2013 were originally prepared in late 2008 and updated in early 2009 for the 

launch of the BeautySleep product line. The original projections exclude the effects of potential changes in the capital 
structure of the Company following the restructuring. The Company has commenced its budgeting process for 2010 but the 
budget will not be complete until late in 2009. Based on preliminary analysis, including year-to-date 2009 performance and 
updated assumptions for the 2010 budget, management believes:

 •  2010 net sales will be in the range of approximately $950 — $960 million
 
 •  2010 gross margins will be approximately two percentage points better than previously projected, but 

approximately 3 percentage points less than 2009 estimated results due to anticipated inflation, pricing 
pressures and sales mix

 
 •  2010 adjusted EBITDA will be in the range of $120 — $125 million



                    

Projected Income Statement  

The Company has not updated its projections for 2011 — 2013. However, based upon year-to-date 2009 results and initial 
budget assumptions for 2010, management believes:  
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 •  Revenues. Total revenues are projected to increase 17.9% in 2010, 8.9% in 2011, 3.1% in 2012, and 7.5% in 
20131. The Financial Projections are based on maintaining key relationships with all major customers and 
continuing operations with current business segments. Significant line launches are planned in 2010 and 
limited line launches in 2012. Typical unit lift and changes in AUSP assumptions, associated with a new 
line roll-out, were applied to each sub-brand in its scheduled time period. The out year assumptions for 
overall company unit and AUSP growth were modeled after long term industry averages and Simmons 
results versus the industry. It is forecasted that the anticipated economic recovery will drive an increase in 
unit sales as consumers re-enter the market for consumer durables and it will also lead to an increase in 
AUSP due to mix as consumers traded up to higher price point mattresses both within a sub-brand and 
between sub-brands.

 •  Cost of Goods Sold. Cost of goods consists primarily of raw material costs, principally steel, polyurethane 
and latex foams, wood and fabric. Labor and overhead represent a smaller percentage of cost of goods. 
Material prices are influenced by various supply and demand factors as well as the underlying prices of 
certain commodities, such as steel and petro-chemical prices. Annual material, labor and variable overhead 
inflation factors were applied to each of the sub-brand cost per unit amounts to determine the cost per unit 
for the following year. The overall material inflation factor was calculated by using a weighted average 
percent of total material cost by raw material category times the estimated annual inflation percent of each 
raw material category. These raw material inflation factors by category looked at average historical inflation 
rates for each category and were normalized for major supply disruptions. It was assumed that any major 
unplanned raw material inflation would be offset by unplanned price increases. Annual labor and variable 
overhead inflation were estimated based on historical average inflation. Fixed overhead costs were built 
each year based on known rent increases and a fixed cost inflation factor applied to the fixed cost base.

 •  Gross Margins. Gross margins are expected to remain relatively constant at 37.5% in 2010, 37.7% in 2011, 
37.0% in 2012 and 37.4% in 20131. Execution of line launches is an important part to maintaining gross 
margins. Gross margins for 2010 are negatively impacted by an estimated $3.3 million write-up of inventory 
to fair market value less the cost to dispose as a result of the assumed acquisition of Bedding Holdco and its 
subsidiaries on March 15, 2010.

 •  Selling, General and Administrative Expenses. SG&A expenses primarily consist of volume variable 
expenses, such as selling and distribution costs. SG&A expenses also include fixed expenses, such as 
salaries and fringe benefits. SG&A expense as a percentage of total revenue is expected to decline from 
30.6% in 2010 to 27.7% in 2011, 27.5% in 2012 and 27.8% in 2013. The SG&A spending assumptions 
include an increase in volume variable expenses as a percentage of total revenue in 2011, 2012 and 2013 
compared to 2010 due to inflation in diesel costs and a shift in sales mix.

 

   

• Although year over year growth estimates remain unchanged, net sales levels are forecasted to be lower than 
presented due to lower sales levels in 2009 and 2010

 

• Gross margins will be better than plan as a result of greater than expected decreases in commodity costs in 
2009 benefiting future years

 

• Forecasted adjusted EBITDA for 2010 — 2013 will remain in the range originally planned
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 •  Adjusted EBITDA. For purposes of the Financial Projections, Adjusted EBITDA is a pro forma measure 
defined as earnings before interest and taxes plus depreciation and amortization, certain other expenses and 
other non-recurring costs as defined by the Company’s senior credit facility. Adjusted EBITDA is a metric 
used by the Company’s management, and is frequently used by the financial community to provide insight 
into an organization’s operating trends and facilitate comparisons between peer companies, since interest, 
taxes, depreciation and amortization can differ greatly between organizations as a result of differing capital 
structures and tax strategies. Adjusted EBITDA can also be a useful measure of a company’s ability to 
service debt and is one of the measures used for determining the Company’s debt covenant compliance. 
Adjusted EBITDA does not represent net income (loss) or cash flow from operations as those terms are 
defined by GAAP and does not necessarily indicate whether cash flows will be sufficient to fund cash 
needs. The Adjusted EBITDA detail should be read in conjunction with the reconciling GAAP detail 
provided below.

 •  Interest Expense. Based on the transaction contemplated by the Plan, interest expense is assumed to be 
approximately $49 million annually in the projection period based on the 11.25% interest rate on the exit 
financing and the stated interest rates on the Janesville and Kansas City IRBs and Banco Santander Loan.

 •  Income Taxes. The Financial Projections assume a weighted-average annual effective income tax rate of 
37% for Simmons Company. The income tax projections assume that in connection with the Plan, the 
Company’s NOL carryforwards and other tax attributes will be eliminated.

 •  Capital Expenditures. Simmons Company has assumed annual capital expenditures requirements of 
approximately $12 million for maintenance and expansion for 2010, 2012 and 2013 and assumed 
approximately $16 million for maintenance and expansion for 2011. The capital expenditure assumptions 
were built bottom-up by project or segment including replacement, capacity, automation, innovation, 
information technology, Canada, Juvenile and other as yet unidentified projects.

 •  Working Capital. Accounts Receivable levels fluctuate with overall revenues, with the assumption that 
Simmons Company will approximately maintain its current average day’s sales outstanding. Inventory 
values are generally flat based on the assumption of maintaining optimal operation levels for production. 
Accounts Payable assumes historical credit terms with major suppliers consistent with normal terms prior to 
the filing date.

 •  Pro Forma Balance Sheet. The unaudited pro forma consolidated balance sheet of Simmons Bedding 
Company as of March 15, 2010 has been adjusted to give effect to the transactions as if it had occurred on 
such date (the “Pro Forma Consolidated Balance Sheet”). The Pro Forma Consolidated Balance Sheet 
reflects the financial position of the ongoing enterprise. The Pro Forma Consolidated Balance Sheet for 
March 15, 2010 is based on the latest currently available information, and on certain assumptions that 
Simmons Company’s management believe are reasonable under the circumstances. The Pro Forma 
Consolidated Balance Sheet does not purport to be indicative of the financial position and results that 
actually would have been obtained had the transactions been competed as of the date and for the period 
presented or that may be obtained in the future.



                    

Simmons Company Financial Information  
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  Actual   8ME   LTM   Estimated  Forecast  
($ in millions)  2007   2008   Aug-08   Aug-09   Aug-09   2009E   2010P   2011P   2012P   2013P  
                                          
Net sales  $ 1,126.8  $ 1,028.7  $ 743.7  $ 608.2  $ 893.2  $ 903.1  $ 1,064.4  $ 1,159.7  $ 1,195.9  $ 1,285.8 
                                          
Cost of goods sold   676.3   648.8   456.6   346.8   539.0   514.3   662.2   722.8   753.0   804.7 
                             

Gross profit  $ 450.6  $ 379.9  $ 287.1  $ 261.4  $ 354.2  $ 388.8  $ 402.3  $ 436.9  $ 442.9  $ 481.1 
                                          
SG&A   336.2   329.7   221.3   198.8   307.3   330.9   325.9   320.7   328.9   357.1 
Impairment of goodwill & intangibles   —   547.6   —   —   547.6   —   —   —   —   — 
Amortization of intangibles   6.1   6.3   4.2   4.1   6.2   6.2   3.8   3.1   3.1   3.2 
   

 
  

 
  

 
    

 
  

 
  

 
    

 
   

Operating income / (loss)  $ 108.3  $ (503.6)  $ 61.6  $ 58.5  $ (506.8)  $ 51.7  $ 72.6  $ 113.1  $ 110.8  $ 120.9 
                                          
Interest expense, net   75.7   73.1   47.7   65.9   91.2   82.2   61.3   50.0   50.1   50.1 
                             

Earnings (loss) before taxes   32.6   (576.7)   13.9   (7.4)   (598.0)   (30.5)   11.3   63.1   60.8   70.8 
Income tax expense (benefit)   8.7   (84.5)   7.3   0.3   (91.4)   (13.1)   4.2   23.3   22.5   26.2 
                             

Net income (loss)  $ 23.9  $ (492.2)  $ 6.6  $ (7.8)  $ (506.6)  $ (17.4)  $ 7.1  $ 39.7  $ 38.3  $ 44.6 
                                          
Reconciliation to Adjusted EBITDA                                         
Net income / (loss)  $ 23.9  $ (492.2)  $ 6.6  $ (7.8)  $ (506.6)  $ (17.4)  $ 7.1  $ 39.7  $ 38.3  $ 44.6 
Interest expense, net   75.7   73.1   47.7   65.9   91.2   82.2   61.3   50.0   50.1   50.1 
Income tax expense (benefit)   8.7   (84.5)   7.3   0.3   (91.4)   (13.1)   4.2   23.3   22.5   26.2 
Depreciation   13.9   17.4   11.2   10.7   17.0   15.7   18.0   18.8   19.6   19.5 
Amortization of intangibles   6.1   6.3   4.2   4.1   6.2   6.2   3.8   3.1   3.1   3.2 
Amortization of upfront fees   10.6   16.1   9.2   6.2   13.1   9.5   10.4   10.8   12.1   11.2 
Impairment charges   —   547.6   —   —   547.6   —   —   —   —   — 
Interest income   0.5   0.4   0.3   0.1   0.2   0.1   —   —   —   — 
Management fee   1.7   1.8   1.2   1.1   1.7   1.6   —   —   —   — 
Restructuring expenses   1.7   10.8   2.5   18.6   26.8   45.6   15.9   —   —   — 
Other   14.1   18.9   4.7   (0.1)   14.2   0.1   (0.1)   (0.1)   (0.0)   (0.0)
   

 
  

 
  

 
    

 
  

 
  

 
    

 
   

Adjusted EBITDA  $ 156.9  $ 115.7  $ 94.9  $ 99.2  $ 120.0  $ 130.5  $ 120.6  $ 145.7  $ 145.6  $ 154.6 
   

 

  

 

  

 

    

 

  

 

  

 

    

 

   

                
  Actual     Pro Forma Forecast
($ in millions)  2007   2008   Aug-09   Mar-10   2010P   2011P   2012P   2013P  
                 
Cash  $ 27.5 $ 54.9  $ 66.2 $ 14.4 $ 61.6 $ 107.2  $ 155.6  $ 210.4
Current assets exc. cash   180.5   162.6   171.9   160.1   167.5   181.4   185.7   195.6 
Current liabilities   168.9   128.1   124.9   110.2   131.1   143.1   148.2   158.8 
Total long-term debt   901.5   988.2   1004.4   448.0   447.5   447.1   446.6   446.2 



                    

Exhibit H

EXHIBIT H  

List of Subsidiaries  

SIMMONS COMPANY  

Bedding Holdco Incorporated  

BEDDING HOLDCO INCORPORATED  

Simmons Bedding Company  

SIMMONS BEDDING COMPANY  

The Simmons Manufacturing Co., LLC 
Windsor Bedding Co, LLC 

World of Sleep Outlets, LLC 
Simmons Contract Sales, LLC 

Dreamwell, Ltd. 
Simmons Capital Management, LLC 

Simmons Export Co.  

   



                    

EXHIBIT I  

Organizational Chart of the Debtors  

   



                    

EXHIBIT I 
 

Organizational Chart of the Debtors 

   

   



                    

EXHIBIT J  

Debt Commitment Letter  

Please see attached.  

   



                    

Exhibit J

EXECUTION COPY 

PROPRIETARY AND CONFIDENTIAL 
NOT FOR FURTHER DISTRIBUTION  

September 24, 2009  

AOT Bedding Intermediate Holdings, LLC 
c/o National Bedding Company, L.L.C. 
2600 Forbs Avenue 
Hoffman Estates, IL 60192 
Attention: Robert Sherman  

   

 
Ares Management LLC DDJ Capital Management, LLC

on behalf of certain funds and/or accounts that  
it manages and/or advises  
2000 Avenue of the Stars  

12th Floor  
Los Angeles, CA 90067 

on behalf of certain funds and/or accounts that 
it manages and/or advises 

130 Turner Street 
Building #3, Suite 600 
Waltham, MA 02144

 
Farallon Capital Management, LLC 

One Maritime Plaza Suite 2100 
San Francisco, CA 94111 

 

Fixed Income Group of J.P. Morgan 
Investment Management Inc. 

383 Madison Avenue 
New York, NY 10179

 
MSD SBI, L.P. 

645 Fifth Avenue, 21st Floor  
New York, NY 10022 

Oak Hill Advisors, L.P. 
on behalf of certain funds and/or accounts that 

it manages and/or advises 
1114 Avenue of the Americas, 27th Floor 

New York, NY 10036
   

Oaktree Capital Management, L.P. 
As agent on behalf of certain funds and  

accounts  
333 South Grand Avenue, 28th Floor  

Los Angeles, CA 90071 

Sola Ltd 
Solus Core Opportunities Master Fund Ltd 
c/o Solus Alternative Asset Management LP 

430 Park Avenue, 9th Floor 
New York, NY 10022

 
Waddell & Reed Investment  

Management Company 
6300 Lamar Avenue  

P.O. Box 29217 
Shawnee Mission, KS 66201 

Ivy Investment Management Company 
6300 Lamar Avenue 

P.O. Box 29217 
Shawnee Mission, KS 66201



                    

Commitment to Purchase  

Ladies and Gentlemen:  

We are pleased to confirm the arrangements under which each of the entities set forth on Exhibit A hereto (as may be novated in 
accordance with the assignment provisions of this Commitment Letter, each a “Commitment Party” and collectively the 
“Commitment Parties”), severally and not jointly, commits to AOT Bedding Intermediate Holdings, LLC (“Holdings”) to 
purchase, and Holdings commits to cause Issuer (as defined below) to issue, notes to provide financing for the transactions 
described below on the terms and subject to the conditions set forth in this letter and in Exhibits A, B and C attached hereto 
(collectively, as amended from time to time in accordance with the terms hereof, the “Commitment Letter”).  

You have informed us that AOT Bedding Super Holdings, LLC (“SuperHoldings”), a newly formed entity directly or indirectly 
controlled by one or more affiliated funds of Ares Management LLC (“Ares”) and Ontario Teachers’ Pension Plan Board 
(“Teachers” and, together with Ares and their respective affiliates, the “Sponsor”), and Holdings, a newly formed, wholly 
owned subsidiary of SuperHoldings, intend to acquire, directly or indirectly, all of the newly issued capital stock of Bedding 
Holdco Incorporated (the “Company”), the direct parent company of Simmons Bedding Company (“Opco” or “Borrower”, 
together with the Company and its subsidiaries, the “Acquired Business”) pursuant to the plan of reorganization (the “Plan”) 
described in the Plan Sponsor Agreement (as defined below) with respect to the Acquired Business to be confirmed and 
consummated in one or more voluntary cases (the “Bankruptcy Cases”) under Chapter 11 of Title 11 of the United States 
Bankruptcy Code, 11 U.S.C. §§101, et seq., (the “Bankruptcy Code”) to be commenced by the Company and Borrower in the 
United States Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”). Concurrently herewith, you are entering 
into that certain Plan Sponsor Agreement (as amended or otherwise modified from time to time in accordance with Exhibit C, the 
“Plan Sponsor Agreement”) by and among SuperHoldings, Holdings, Simmons Company, the Company, Opco, and its direct 
and indirect domestic subsidiaries. For purposes of this Commitment Letter, the “Acquisition” refers to any direct or indirect 
acquisition of all or substantially all the common stock or assets of the Company pursuant to the Plan Sponsor Agreement and a 
plan of reorganization approved by the class of holders of Opco Notes and Holdco Notes (each as defined below) in accordance 
with Section 1126(b) of the Bankruptcy Code.  

You have also informed us that the Acquisition pursuant to the Plan Sponsor Agreement and the working capital requirements of 
the Acquired Business after consummation of the Acquisition will be financed from the following sources:  
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 •  $425 million of aggregate principal amount of the initial series of senior secured term notes to be issued by the
Borrower (the “Issuer”) and guaranteed by the “Guarantors” described in Exhibit B (the “Guarantors”) having 
the terms set forth in Exhibit B (the “Notes”);

 
 •  up to $75 million under a senior secured revolving credit facility (the “ABL Facility”) having terms and 

conditions which are permitted by the description of the Notes, attached as Exhibit B or as otherwise are
reasonably satisfactory



                    

Commitment  

Each Commitment Party is pleased to confirm its several, but not joint, commitment (each, a “Commitment” and collectively, 
the “Commitments”) to Holdings to purchase, directly or through one or more of its affiliates, and Holdings is pleased to confirm 
its commitment (the “Issue Commitment”) to cause Issuer to issue and sell to such Commitment Party, at the closing of the 
Acquisition (the “Closing Date”), the percentage specified for each such Commitment Party on Exhibit A hereto of the 
$425 million in aggregate principal amount of the Notes, in each case, on the terms, and subject to the conditions, set forth in this 
Commitment Letter.  

It is anticipated that the Notes will be issued in a private placement and will not be eligible for resale without restrictions. The 
note purchase agreement for the Notes (the “Note Purchase Agreement”) will contain (a) a covenant for the Issuer to deliver on 
the Closing Date any and all documentation and information necessary to satisfy the requirements of Rule 144A(d)(4) 
promulgated under the Securities Act of 1933, as amended (the “Securities Act”), (b) a customary representation and warranty 
(with customary materiality qualifiers) with respect to the most recent financial information described in Legal and Documentary 
Conditions (attached as Exhibit C hereto) #6 and 7 and a customary 10b-5 representation and warranty regarding the Disclosure 
Statement (as defined in the Plan Sponsor Agreement), the Information Statement (as defined below), Rule 144A(d)(4) 
information and any supporting information prepared by the Company to describe the Company to potential purchasers of Notes, 
and (c) a customary securities law indemnity for the Commitment Parties by the Company with respect thereto. The Notes will 
not benefit from registration rights.  

The payment price for the purchase of the Notes shall be equal to 100% of the aggregate principal amount of the notes listed on 
Exhibit A and each Commitment Party shall pay, and Holdings directs such Commitment Party to pay, the amount indicated in 
Exhibit A as the commitment amount (the “Commitment Amount”) of such Commitment Party to the Issuer in cash at closing of 
the Acquisition, without setoff or counterclaim, in partial satisfaction of the purchase price payable under the Plan Sponsor 
Agreement and, as part of a simultaneous transaction, netted against such Commitment Party’s and its affiliates’ distributions to 
be made simultaneously under the Plan pursuant to a standard set of closing date payment instructions.  

This Commitment Letter, the Plan, the Plan Sponsor Agreement, the Equity Contribution, the Acquisition and all of the 
transactions contemplated hereby or thereby are referred to herein as the “Transactions”.  

There are and shall be no titles awarded to any Commitment Party or any Eligible Purchaser (as defined below) and no fees shall 
be payable in connection with any Commitment except as expressly provided otherwise herein.  
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   to (i) Holdings and (ii) Commitment Parties holding more than 50% of total Commitments (“Majority 
Commitment Parties”); and 

 
 •  common equity investments in Holdings in an amount of gross proceeds of not less than $300 million (the

“Equity Contribution”) that do not constitute Disqualified Stock (as defined in Exhibit B). 



                    

Placement of the Notes  

The assignment by any Commitment Party of any portion of its Commitment is subject to the Section entitled “Limitation on 
Assignments;” provided that, except as provided therein or if Holdings consents to novation (such consent not to be 
unreasonably withheld), no such assignment shall relieve the Commitment Party of its obligations hereunder at any time prior to 
the funding of such Commitment Party’s Commitment. You have agreed that the Note Purchase Agreement (for the period 
ending on the date of the issuance of the Notes) and the indenture that will govern the Notes (the “Indenture”) (as of and after 
the date of the issuance of the Notes) will require the Issuer to deliver on the Closing Date any and all documentation and 
information necessary to satisfy the requirements of Rule 144A(d)(4) promulgated under the Securities Act. Any future offers by 
the Commitment Parties to potential purchasers of the Notes must be to “qualified institutional buyers” as defined in Rule 144A
(a)(1) under the Securities Act or to persons who are not “U.S. persons” as defined in Rule 902(k) under the Securities Act or 
institutions that are institutional “accredited investors” as defined in Rule 501(a)(1), (2), (3) or (7) under the Securities Act 
(“Eligible Purchasers”) and in each case, be subject to customary provisions of the Indenture to be part of the definitive 
documentation and otherwise in accordance with applicable law. Each Commitment Party hereby represents and warrants that it 
is acquiring the Notes for its own account (or for accounts over which it exercises investment authority) and not with a view to 
distribution thereof.  

In addition, the Note Purchase Agreement shall include an obligation of the Company to use commercially reasonable efforts 
(a) to provide to the Commitment Parties within 60 days of the date of issuance of the Notes an information statement (the 
“Information Statement”) including (i) the financial statements referenced in Legal and Documentary Conditions (attached as 
Exhibit C hereto) #6 and 7, (ii) the information required by Rule 144A(d)(4), (iii) a description of the Notes and related 
definitive documentation, (iv) a discussion of ‘risk factors’, and (v) such other information as the Company, in consultation with 
the initial Commitment Parties, reasonably believes appropriate to describe the Notes, the Company and the business of the 
Company to secondary purchasers of Notes, (b) to obtain a rating of the Notes by at least two nationally recognized statistical 
rating organizations within 60 days of the date of issuance of the Notes, and (c) to make the Notes DTC eligible within 60 days 
of the date of issuance of the Notes. If the Company shall have failed to take any of the actions set forth in clauses (a), (b) and 
(c) above (for the avoidance of doubt, regardless of the Company’s commercially reasonable efforts) on or prior to the 60th day 
following the date of issuance, the Indenture for the Notes shall provide that the Notes shall bear supplemental interest from (but 
excluding) such 60th day until the first date on which all such actions have been taken at a rate per annum equal to 0.50%.  

Specific Performance  

Notwithstanding anything in this Commitment Letter or the Plan to the contrary, each Commitment Party hereby acknowledges 
and agrees that Holdings and the Issuer would be irreparably damaged by any breach of this Commitment Letter by such 
Commitment Party (including, without limitation, the failure of such Commitment Party to fund its Commitment hereunder) and, 
without prejudice to the rights and remedies otherwise available to Holdings or the Issuer, each Commitment Party agrees that 
Holdings, or in the case of a Condition Failure (as defined below) the Issuer, shall be entitled to equitable relief, including an 
injunction or specific  
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performance, in the event of any breach or threatened breach of the provisions of this Commitment Letter. Such remedies shall 
not be deemed to be exclusive remedies but shall be in addition to all other remedies available at law or equity to Holdings or the 
Issuer.  

Liquidated Damages  

If Holdings breaches either (i) its obligation to cause Issuer to issue and sell the Notes to any Commitment Party in order to 
consummate the Acquisition or (ii) its obligations under the second paragraph of the “Termination; Survival” Section below, you 
agree to pay upon consummation of the Acquisition to such Commitment Party as liquidated damages, as its sole and exclusive 
remedy in the case of such breach and in lieu of any other right, claim, cause of action, loss or damages (including specific 
performance) that could be asserted by such Commitment Party against you in connection with this Commitment Letter or the 
debt financing transaction contemplated hereby, an amount (the “Liquidated Damages”) equal to 7.0% of such Commitment 
Party’s Commitment Amount.  

Notwithstanding the foregoing, no amounts shall be payable to any Commitment Party pursuant to this paragraph if such 
Commitment Party has been offered, and failed to purchase, notes having terms and conditions substantially similar to those set 
forth in this Commitment Letter (it being understood that any notes being offered to such Commitment Party will not be 
substantially similar to those set forth in this Commitment Letter unless (A) each financial term of such notes (including, without 
limitation, the interest rate, maturity and call protections thereof) is identical except for variations that, with respect to such 
financial term, are de minimis or more favorable to such Commitment Party, (B) the rights and remedies of the holders of such 
notes and any agent or trustee in respect thereof are identical in all material respects to those set forth in this Commitment Letter, 
(C) the ranking, guarantors and secured status of the notes is identical or more favorable to such Commitment Party (other than 
de minimis changes in the scope and nature of collateral), and (D) any other divergence from the terms and conditions set forth 
in this Commitment Letter, taken as a whole with all such divergences, would not be materially adverse to such Commitment 
Party solely in its capacity as a provider of its Commitment hereunder).  

Confidentiality  

This Commitment Letter is delivered to you on the understanding that neither this Commitment Letter nor any of its terms or 
substance shall be disclosed, directly or indirectly, to any other person except (i) to (A) the persons party to the Plan Sponsor 
Agreement, (B) the persons party to the preferred equity investment anticipated to be consummated concurrently with the 
purchase of the Notes, (C) the persons party to the Second Amended and Restated Credit and Guaranty Agreement, dated as of 
May 25, 2006 (as has been amended, restated, supplemented or otherwise modified from time to time), among Opco, as 
borrower, the Company and the domestic subsidiaries of Opco, as guarantors, Deutsche Bank AG, New York Branch, as 
administrative agent, and other lenders, issuing banks, and parties thereto (the “Senior Debt Credit Agreement”), (D) the persons 
party to the ABL Facility, (E) the trustee and/or the holders of Opco’s $200 million aggregate principal amount of 7.875% Senior 
Subordinated Notes due January 15, 2014 (the “Opco Notes”), (F) the trustee and/or the holders of the Simmons Company’s 
$269 million aggregate principal amount of 10% Senior Discount Notes due 2014  
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(the “Holdco Notes”), and (G) Holdings’ and each of Holdings’ and Simmons Company and its subsidiaries’ respective 
directors, officers, employees, attorneys, accountants, agents, advisors and other representatives who need to know such 
information and are informed of the confidential nature of such information and such attorneys, accountants, agents, advisors and 
other representatives are or have been advised of their obligation to keep information of this type confidential, (ii) in any legal, 
judicial, administrative or other regulatory proceeding, including, without limitation, the Bankruptcy Cases, or as otherwise 
required by law or regulation or as requested by a governmental or regulatory authority (in which case Holdings agrees, to the 
extent permitted by law, to inform the Commitment Parties promptly in advance thereof), and (iii) the existence and contents of 
this Commitment Letter may be disclosed in the Plan, the disclosure statement for the Plan or any prospectus or offering 
memorandum relating to the Notes or in connection with any public filing requirement.  

Each of the Commitment Parties shall use all nonpublic information received by it in connection with its Commitment and the 
Transactions solely in connection with the Commitment, the investment contemplated by this Commitment Letter or in 
connection with the Transactions and in compliance with securities laws and regulations and shall treat confidentially all such 
information and the terms and contents of this Commitment Letter; provided, however, that nothing herein shall prevent such 
Commitment Party from disclosing any such information (i) in any legal, judicial, administrative or other regulatory proceeding, 
including, without limitation, the Bankruptcy Cases, or otherwise as required by applicable law or regulation (in which case such 
Commitment Party shall promptly notify Holdings, in advance, to the extent permitted by law), (ii) prior to the Closing Date, to 
the persons party to the Plan Sponsor Agreement, the persons party to the Senior Debt Credit Agreement, the persons party to the 
ABL Facility, the trustee and/or the holders of the Opco Notes and the trustee and/or the holders of the Holdco Notes and their 
respective directors, officers, employees, attorneys, accountants, agents, advisors and other representatives, (iii) upon the request 
or demand of any governmental or regulatory authority having jurisdiction over such Commitment Party or its affiliates (in 
which case such Commitment Party shall notify Holdings as soon as reasonably practicable if such notification does not violate 
the terms of such request or demand or applicable law), (iv) to the employees, legal counsel, independent auditors, professionals 
and other experts or agents of such Commitment Party who need to know such information and are informed of the confidential 
nature of such information and are or have been advised of their obligation to keep information of this type confidential, (v) to 
any of its affiliates solely in connection with the Commitments and the related transactions (provided that such affiliate is 
advised of its obligation to retain such information as confidential, and such Commitment Party shall be responsible for their 
affiliates’ compliance with this paragraph), (vi) to the extent any such information becomes publicly available other than by 
reason of disclosure by any Commitment Party in breach of this Commitment Letter or from a source not known by such 
Commitment Party (or not known by such Commitment Party to be bound by confidentiality obligations to the Issuer), (vii) to 
the extent applicable, and only in respect of the information received in connection with the Commitment, for purposes of 
establishing a “due diligence” defense and (viii) following the Closing Date, in connection with the trading of the Notes to third 
parties to the extent permitted by law.  
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Conditions to Commitment  

The Commitment of each Commitment Party hereto is subject to the following conditions precedent:  

The Issue Commitment with respect to each Commitment Party is subject to the satisfaction or waiver by Holdings of the 
following conditions precedent:  

Each Commitment Party shall work in good faith with Holdings to prepare and agree on the forms of all definitive 
documentation and other legal and documentary conditions relating to its investment as promptly as practicable after the 
approval of the Plan Sponsor Order (as defined in the Plan Sponsor Agreement), in each case on terms consistent with this 
Commitment Letter. The parties agree that this Commitment includes all material terms for the purchase of the Notes by the 
Commitment Parties and is intended to be a binding commitment of purchase and sale effective as of the date hereof.  

Limitation of Liability  

Except as set forth in the “Liquidated Damages” section, in no event will any party hereto or any of its affiliates or any of their 
respective officers, directors, partners, trustees, employees, affiliates, stockholders, advisors, agents, attorneys in fact, 
representatives or controlling persons be liable for consequential, indirect, punitive or special damages as a result of any failure 
to issue or purchase the Notes or otherwise in connection with the transactions contemplated by this  
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 1.  The Equity Contribution shall have been funded or shall be funded contemporaneously with the purchase of the Notes
and the funding of the Commitment and Holdings shall have contributed, or shall contribute contemporaneously with
the purchase of the Notes such Equity Contribution to the Issuer; and

 
 2.  The legal and documentary conditions described in Exhibit C shall, subject to the “Amendment” section set forth 

below, have been satisfied.

 1.  Such Commitment Party shall have provided or given adequate assurances of its readiness to provide at closing of the
Acquisition gross cash proceeds to the Issuer in an amount equal to the amount of its Commitment in exchange for the
Notes to be purchased by such Commitment Party;

 
 2.  The consummation of the Acquisition; and 
 
 3.  Such Commitment Party shall have executed and delivered (or be willing to execute and deliver) the documents set

forth in the condition described in #3 to Exhibit C and shall have made (or be willing to make) any representation
reasonably required to be made in the documents set forth in the condition described in #3 in Exhibit C relating to
securities law exemptions, provided that each Commitment Party shall be permitted to represent that it is either a
“qualified institutional buyer”, non-“U.S. persons” or an institution that is an institutional “accredited investor,” each 
as defined in the Securities Act. 



                    

Commitment Letter. Except in the case of gross negligence, willful misconduct or bad faith of such person, no such person will 
be liable for any damages arising from the use by unauthorized persons of any written information, any financial projections or 
any other materials sent through electronic, telecommunications or other information transmission systems.  

Termination; Survival  

Each Commitment Party’s Commitment, Holdings’ Issue Commitment and all other obligations under this Commitment Letter 
will be terminated upon the earlier of (x) the date of termination of the Plan Sponsor Agreement; and (y) March 15, 2010 (any 
such date, the “Termination Date”).  

This Commitment Letter may at any time (whether before or after its scheduled expiration or termination in accordance with its 
terms) be amended by an instrument in writing signed by Holdings and the Supermajority Commitment Parties (as defined 
below) to extend the Termination Date if it would otherwise terminate pursuant to clause (y) of the preceding paragraph, for one 
or more consecutive 30 day periods, so long as there continues to be a confirmed or confirmable Plan involving the Acquisition; 
provided that if Supermajority Commitment Parties have requested and Holdings has refused to consent to any such extension, 
Holdings agrees that it shall not consummate the Acquisition pursuant to the Plan Sponsor Agreement.  

Upon any expiration or termination of this Commitment Letter, there shall be no liability under this Commitment Letter on the 
part of any Commitment Party or Holdings or any of its subsidiaries, other than any liability arising out of or relating to any 
breach prior to or upon termination. Notwithstanding the foregoing, the following Sections shall remain in full force and effect 
until the execution and delivery of Definitive Documentation (as defined below): “Confidentiality;” “Termination; Survival;”
“Liquidated Damages;” “Limitation of Liability;” “Specific Performance;” and “Additional Matters.”  

“Supermajority Commitment Parties” shall mean the Commitment Parties (other than any Commitment Party affiliated with 
Ares Management LLC (together, “Ares Capital Markets Affiliates”)) holding more than 66 2/3% of the total Commitments 
(excluding from total Commitments for the purpose of such calculation the Commitments of Ares Capital Markets Affiliates).  

Limitation on Assignments; Funding Failure  

This Commitment Letter may not be assigned by you to any person other than to an affiliate of Holdings who becomes the 
purchaser of the Acquired Business under the Plan Sponsor Agreement and has assumed and agreed to perform for the 
Commitment Parties’ benefit all of Holdings’ obligations to the Commitment Parties under this Commitment Letter. Each 
Commitment Party may not assign its Commitment and agreements hereunder, in whole or in part, to any person other than an 
affiliate of such Commitment Party or a fund or account on whose behalf such Commitment Party acts as an agent or manager, 
or a fund that is under common investment management, provided that no such assignment shall release such Commitment Party 
from its obligations to Holdings hereunder unless (i) such assignee has  
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assumed in writing all obligations of such Commitment Party hereunder and (ii) such assignee is a fund with assets under 
management of at least twenty times the Commitment Amount being assigned. Any purported assignment made other than in 
accordance with this paragraph shall be void.  

Notwithstanding any other provision of this Commitment Letter, Holdings shall have the right to require any Defaulting 
Commitment Party or Adverse Commitment Party, as applicable, to assign its Commitment to either (i) another Commitment 
Party (with the consent of such Commitment Party who is the assignee of such Commitment) or (ii) another entity that assumes 
in writing all of such Commitment hereunder. For the avoidance of doubt, such assignee may be any affiliate of Holdings or any 
Sponsor and Holdings may pay to such assignee such fees or other consideration as it determines appropriate in consideration 
with such assignment. For purposes of the foregoing, (a) a Commitment Party shall be a “Defaulting Commitment Party” if a 
deficit has arisen from the failure of such Commitment Party to fund or provide adequate assurances of its readiness to fund its 
commitment amount on the Closing Date and such failure is not otherwise remedied (whether through the exercise of specific 
performance rights provided herein or otherwise), and (b) a Commitment Party shall be an “Adverse Commitment Party” if such 
Commitment Party, its controlled, controlling or commonly controlled affiliates or their respective officers, directors, agents or 
representatives shall have (i) materially breached any obligations under the Restructuring Support Agreement, dated as of the 
date hereof (as amended or otherwise modified from time to time, the “Restructuring Support Agreement”), by and among 
Simmons Company, the Company, Opco, Holdings and SuperHoldings, on the one hand, and certain lenders under the Senior 
Secured Credit Facility and certain holders of the Opco Notes and Holdco Notes, on the other hand, while a party thereto and 
such breach remains uncured for a period of 3 business days following written notice from the Purchaser (as defined in the Plan 
Sponsor Agreement) or (ii) directly or indirectly, filed or joined in the filing of any motion, pleading or notice in the Bankruptcy 
Case (as defined in the Plan Sponsor Agreement) or any related appellate proceeding that objects to or challenges the Plan, the 
Plan Sponsor Order, the Confirmation Order, the Disclosure Statement (in each case, as defined in the Plan Sponsor Agreement) 
or the transactions contemplated by the Plan Sponsor Agreement, provided that no Commitment Party shall become an Adverse 
Commitment Party (1) because of any action taken or motion, pleading or notice filed (X) to object to or oppose any proposed 
Restructuring Document (as defined in the Restructuring Support Agreement), or amendments, modifications or supplements to 
any Restructuring Document that are inconsistent with the terms and conditions of any other Restructuring Document to which it 
is a party or beneficiary or to this Commitment Letter or the Equity Commitment Letter or (Y) to enforce its rights under the 
Restructuring Support Agreement or any Restructuring Document to which it is a party; or (2) if any of the Plan Proponents (as 
defined in the Plan) shall have amended or modified any of the provisions of the Plan specified in Section 2.3 of the 
Restructuring Support Agreement in violation of Section 2.3 of the Restructuring Support Agreement but only to the extent such 
Commitment Party is a beneficiary thereof. For the avoidance of doubt, the Commitment of an Adverse Commitment Party shall 
remain in full force and effect until the Commitment of such Adverse Commitment Party is assumed and assigned in accordance 
herewith.  
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Third Party Beneficiaries  

This Commitment Letter is intended to be solely for the benefit of the parties hereto and, except as set forth in this paragraph, is 
not intended to confer any benefits upon, or create any rights in favor of, any person other than the parties hereto and any 
purported assignment not in conformity herewith shall be null and void and of no force and effect; provided that the Issuer is 
intended to be, and shall be, a third party beneficiary of, and of Holdings’ rights and remedies under, this Commitment Letter, it 
being understood that the Issuer shall not be entitled to exercise any rights or remedies hereunder unless the Acquisition is not 
consummated as a result of the failure of the condition precedent set forth in Section 8.1(g) of the Plan Sponsor Agreement (as in 
effect on the date hereof except as amended in accordance with the terms of Exhibit C) as it relates to Exit Financing (as defined 
in the Plan Sponsor Agreement) to be satisfied (such event, a “Condition Failure”).  

Amendment  

Except as provided under the “Termination; Survival” Section with respect to extensions of the term of this Commitment Letter, 
this Commitment Letter may not be amended or any term or provision hereof waived or otherwise modified except by an 
instrument in writing signed by Holdings and the Majority Commitment Parties, provided that, (i) Holdings’ and each 
Commitment Party’s consent shall be required with respect to (A) a decrease in the stated interest rate of the Notes, (B) an
extension of the maturity date of the Notes, (C) a change in the call provision in a manner that is adverse to the Commitment 
Parties, (D) an increase in the principal amount of the Notes in excess of $425 million, (E) an increase in the commitments under 
the ABL Facility in excess of $75 million, (F) a material reduction in the collateral or a change in the priority of the liens 
securing the Notes, (G) a change in the identity of the Sponsor under the Plan Sponsor Agreement, (H) to the extent affected, a 
change in the Commitment Amount of such Commitment Party, (I) an amendment to the definition of Majority Commitment 
Parties or Supermajority Commitment Parties, (J) any waiver or amendment to the assignability of this Commitment Letter, 
(K) any modification, amendment or waiver of the covenants, representations and warranties and indemnities to be included in 
the Note Purchase Agreement as set forth above under “Commitments”, (L) any modification, amendment or waiver of the 1st 
condition set forth under “Conditions to Commitment”, the first sentence of the 1st condition set forth on Exhibit C or the 2nd 
condition set forth on Exhibit C with respect to a default in respect of covenants to be included in the Note Purchase Agreement 
as set forth above under “Commitments” (together, the “Unanimous Closing Conditions”), or (M) any amendment to clause (i), 
(iii) or (iv) of this proviso to the Section “Amendment”; (ii) the Issuer’s consent shall be required with respect to any 
modifications to the conditions set forth in this Commitment Letter; bankruptcy court jurisdiction in the event of a Condition 
Failure; an amendment to the “Specific Performance” Section; the Issuer’s status as a third party beneficiary as set forth above; 
the definition of a Condition Failure; an amendment to the “Termination; Survival” Section and an amendment to the “Limitation 
on Assignments; Funding Failure” Section; (iii) except as specifically set forth therein, the consent of Holdings and 
Supermajority Commitment Parties shall be required with respect to any amendments to the “Termination; Survival” Section; 
and (iv) the consent of Supermajority Commitment Parties, (such consent not to be unreasonably withheld or delayed in the case 
of any waiver under Legal and Documentary Conditions  
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(attached as Exhibit C hereto) #2, 3(B), 5 and 11 that is reasonably necessary for the consummation of the transactions specified 
in the Plan), shall be required to modify, amend or waive any closing condition set forth herein, including under “Conditions to 
Commitment” and Exhibit C hereto, other than the Unanimous Closing Conditions.  

Additional Matters  

The Commitment Parties hereby notify the Sponsor, Holdings and the Acquired Business that pursuant to the requirements of the 
USA PATRIOT Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), they and each Eligible 
Purchaser may be required to obtain, verify and record information that identifies the Sponsor, the Issuer and each of the 
Guarantors, which information includes the name and address of the Sponsor, the Issuer and each of the Guarantors and other 
information that will allow the Commitment Parties and each Eligible Purchaser to identify the Sponsor, the Issuer and each of 
the Guarantors in accordance with the Patriot Act. This notice is given in accordance with the requirements of the Patriot Act and 
is effective for each Commitment Party and each Eligible Purchaser.  

The Commitment Parties and Holdings and their respective equity holders and affiliates may have economic interests that are in 
conflict or that conflict with those of the Issuer, the Acquired Business, or the equity holders or affiliates or any of the foregoing. 
Each Commitment Party and Holdings agree that each Commitment Party and Holdings each has acted and will continue to act 
under this Commitment Letter and in connection with the Transactions for its own account as an independent actor and that 
nothing in this Commitment Letter or otherwise creates or will be deemed to create an advisory, fiduciary or agency relationship 
or fiduciary or other implied duty as among the Commitment Parties or between any Commitment Party and Holdings or 
between any Commitment Party or Holdings and any of the Issuer, the Acquired Business, or any of the equity holders or 
affiliates of any of the foregoing. Each of Holdings and each Commitment Party acknowledge and agree that it has consulted its 
own legal and financial advisors to the extent it deems it appropriate to do so and that it is responsible for making its own 
independent judgment with respect to this Commitment Letter, all Transactions and the process leading thereto. Each of 
Holdings and each Commitment Party agrees that it will not claim that any of Holdings or any Commitment Party, or any equity 
owner or affiliate of Holdings or any Commitment Party, has rendered advisory services of any nature or respect with respect to 
the Transactions, or owes a fiduciary or similar duty to it in connection with the Transactions or the process leading thereto.  

Each party hereto agrees for itself and its affiliates that any suit or proceeding arising in respect to this Commitment 
Letter or the purchase and sale of the Notes contemplated hereby will be tried exclusively in the U.S. District Court for 
the Southern District of New York, or if that court does not have subject matter jurisdiction, in any state court located in 
the City and County of New York; provided that if the Condition Failure occurs, the parties agree that the Bankruptcy 
Court shall have sole and exclusive jurisdiction with respect to any suit or proceeding arising in respect to this 
Commitment Letter and the purchase and sale of the Notes contemplated hereby, and each party hereto agrees for itself 
and its affiliates to submit to the exclusive jurisdiction of, and to venue in, such courts. Any right to trial by jury with 
respect to any action or proceeding arising in connection with, or as a result of, this Commitment Letter or the purchase 
and sale of the Notes  

   

- 11 -



                    

contemplated hereby is hereby waived by the parties hereto. This Commitment Letter shall be governed by and 
construed in accordance with the laws of the State of New York; provided that the “Material Adverse Change” condition 
set forth in Exhibit C shall be governed by and construed in accordance with the laws of the State of Delaware.  

This Commitment Letter may be executed in any number of counterparts, each of which when executed will be an original, and 
all of which, when taken together, will constitute one agreement. Delivery of an executed counterpart of a signature page of this 
Commitment Letter by facsimile transmission or electronic transmission (in .pdf format) will be effective as delivery of a 
manually executed counterpart hereof. This Commitment Letter is the only agreement that has been entered into among the 
parties hereto with respect to the Notes and sets forth the entire understanding of the parties with respect thereto and supersedes 
any prior written or oral agreements among the parties hereto with respect to the Notes.  
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Please confirm that the foregoing is in accordance with your understanding by signing and returning to Commitment Parties the 
enclosed copy of this Commitment Letter, on or before the close of business on September 24, 2009, whereupon this 
Commitment Letter will become binding between us. If this Commitment Letter has not been signed and returned as described in 
the preceding sentence by such date, this offer will terminate on such date. We look forward to working with you on this 
transaction.  
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 Very truly yours, 

 
ARES MANAGEMENT LLC 
on behalf of certain funds and/or accounts that it 
manages and/or advises 

 

 By:  /s/ Seth J. Brufsky   
 Name:  Seth J. Brufsky  
 Title:  Authorized Signatory  
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 DDJ CAPITAL MANAGEMENT, LLC, 

on behalf of certain funds and/or accounts that it 
manages and/or advises 
 

 

 By:  /s/ David J. Breazzano   
  Name:  David J. Breazzano  
  Title:  President 
  

SPRINGBOK, L.L.C. 
 

 

 By:  Farallon Capital Management, L.L.C., its  
  manager and attorney in fact 
   
 By:  /s/ Rajiv A. Patel   
  Name:  Rajiv A. Patel 
  Title:  Managing Member 
  

J.P. MORGAN INVESTMENT MANAGEMENT INC., 
on behalf of certain accounts set forth on Exhibit A 
 

 

 By:  /s/ Robert L. Cook   
  Name:  Robert L. Cook 
  Title:  Managing Director 
  

MSD SBI, L.P. 
 

 

 By:  /s/ Marc R. Lisker   
  Name:  Marc R. Lisker 
  Title:  Manager and General Counsel 
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 OAK HILL ADVISORS, L.P., 

on behalf of certain private funds and separate accounts that it 
manages set forth on Exhibit A 
 

 

 By:  Oak Hill Advisors GenPar, L.P.  
  its general partner
 
 By:  Oak Hill Advisors MGP, Inc.  
  its managing general partner
  
 By:  /s/ Scott D. Krase   
  Name:  Scott D. Krase 
  Title:  Authorized Signatory  
  

OAKTREE CAPITAL MANAGEMENT, L.P. 
 

 

 By:  /s/ Desmund Shirazi   
  Name:  Desmund Shirazi 
  Title:  Managing Director  
  
 By:  /s/ Frances Nelson   
  Name:  Frances Nelson 
  Title:  Managing Director 
  

SOLA LTD 
 

 

 By:  /s/ Christopher Pucillo   
  Name:  Christopher Pucillo 
  Title:  Director 
  

SOLUS CORE OPPORTUNITIES MASTER FUND LTD 
 

 

 By:  /s/ Christopher Pucillo   
  Name:  Christopher Pucillo 
  Title:  Director 
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 Waddell & Reed Investment 

Management Company  

 By:  /s/ William Nelson   
 Name:  William Nelson  
  Title:  Senior Vice President  
  

Ivy Investment Management Company  

 By:  /s/ Bryan C. Krug   
 Name:  Bryan C. Krug  
  Title:  Vice President  



                    

ACCEPTED AND AGREED AS OF SEPTEMBER 24, 2009:  

AOT BEDDING INTERMEDIATE HOLDINGS, LLC  

   

- 17 -

     

       
By: AOT Bedding Super Holdings, LLC,   
  its sole member   
        
By: Ares Corporate Opportunities Fund III, L.P.,   
  its member   
        
By: ACOF Operating Manager III LLC,   
  its manager   
        
By: /s/ Nav Rahemtulla   
  

 
  

    Name:  Nav Rahemtulla   
    Title:  Authorized Signatory   
        
and   
        
By: Ontario Teachers’ Pension Plan Board,   
  its member   
        
By: /s/ Romeo Leemrijse   
  

 
  

    Name:  Romeo Leemrijse   
    Title:  Director   



                    

Exhibit A  

[REDACTED]  

   



                    

Exhibit B  

[REDACTED]  

   



                    

Exhibit C  

Legal and Documentary Conditions  

In addition to the conditions described in the body of the Commitment Letter, the obligations of each Commitment Party under 
the Commitment Letter are subject to the satisfaction or waiver (in accordance with the “Amendments” Section thereof) of the 
following additional conditions precedent (capitalized terms used and not otherwise defined in this Exhibit C having the meaning 
attributed thereto in the Commitment Letter or Exhibit B):  

1. Consummation of Plan Sponsor Agreement; Plan. The Acquisition shall be consummated pursuant to the Plan Sponsor 
Agreement concurrently with the purchase of the Notes and no provision thereof shall have been amended or waived and no 
consent shall have been granted thereunder by any Purchaser Entity (with such term, for purposes of this Exhibit C, having the 
meaning attributed thereto in the Plan Sponsor Agreement and, for the avoidance of doubt, including any affiliate of Holdings 
who becomes a purchaser of the Acquired Business under the Purchase Agreement), in each case, in any respect materially 
adverse to the Commitment Parties, solely in their capacity as providers of their respective Commitment. No Purchaser Entity 
shall have consented to any amendment or modification of the Plan attached as Exhibit A to the Plan Sponsor Agreement that 
would require the consent of such Purchaser Entity (including pursuant to the Plan or Plan Sponsor Agreement) other than one 
that would not be materially adverse to the Commitment Parties, solely in their capacity as providers of their respective 
Commitment.  

2. Absence of Defaults. There shall not exist any default or event of default under the Indenture after giving effect to the use 
of the proceeds of the Notes and the Equity Contribution. There shall not exist any default or event of default under the Note 
Purchase Agreement (other than with respect to representations and warranties) and the Specified Representations of the Issuer 
set forth therein shall be true and complete in all material respects.  

3. Definitive Documentation; Customary Closing Documents. (A) The other relevant parties shall have executed and 
delivered (or be willing to execute and deliver) (a) the Note Purchase Agreement, containing terms consistent in all material 
respects with this Commitment Letter and otherwise substantially similar to the Note Purchase Agreement dated as of 
December 10, 2003, by and among the Issuer and the other parties thereto (including a representation by each purchaser 
thereunder that it is an Eligible Purchaser), except that the Note Purchase Agreement (i) shall not contain any closing conditions 
other than as specified in this Commitment Letter; (ii) shall not contain any representations and warranties by the Issuer or 
Holdings other than with respect to corporate power and authority, due authorization, execution and delivery, in each case as 
they relate to the entering into and performance of the relevant definitive documentation, the enforceability of the relevant 
definitive documentation, Federal Reserve margin regulations, the Investment Company Act and, in the case of the Notes, the 
status of the Notes as senior debt and the creation of security interests (such representations and warranties, the “Specified 
Representations”) and the representation to be included in the Note Purchase Agreement and described in the Commitment 
Letter under “Commitment” and (iii) as the Commitment Parties are not underwriters, shall not contain a requirement for an 
offering memorandum or other offering documentation beyond the documentation and information  

   



                    

necessary to satisfy the requirements of Rule 144A(d)(4) promulgated under the Securities Act and the Information Statement; 
(b) the Indenture consistent with the terms set forth in Exhibit B and otherwise containing customary terms for senior secured 
high yield notes issued in a private placement and eligible for resale on a “144A-for-life” basis; and (c) a pledge and security 
agreement covering the Collateral; in each of cases (a) through (c) in form and substance reasonably satisfactory to the 
Supermajority Commitment Parties and Holdings (collectively, the “Definitive Documentation”); and (B) the Commitment 
Parties shall have received customary closing certificates (including a solvency certificate of a financial officer as to the solvency 
of the Borrower and its subsidiaries, taken as a whole, after giving effect to the Plan), customary legal opinions (for the 
avoidance of doubt, other than a 10b-5 letter), corporate records, financing statements, good standing certificates and other 
customary closing documents for the closing for a private placement of senior secured high yield notes.  

4. Discharge of Existing Debt. After giving effect to the Transactions, the Borrower and its subsidiaries shall have 
(A) outstanding no material indebtedness for borrowed money or preferred stock, other than (i) up to $75 million of indebtedness 
under the ABL Facility, (ii) up to $425.0 million of indebtedness under the Notes, and (iii) certain other indebtedness and 
preferred stock permitted under the Plan or the Plan Sponsor Agreement, including, without limitation, the IRB Debt and (B) no 
liens in respect of borrowed money, other than liens permitted by or expressly provided for under the ABL Facility, the Plan, the 
Plan Sponsor Agreement or the Indenture.  

5. Intercreditor Agreement. To the extent an ABL Facility shall have been entered into, the agent, on behalf of itself and the 
lenders, under the ABL Facility shall have entered into an intercreditor agreement (the “Intercreditor Agreement”) with the 
trustee on behalf of the purchasers of the Notes (the “Trustee”) that is not materially less favorable to the holders of Notes than 
the terms described on Exhibit B.  

6. Audited Financial Statements. The Commitment Parties shall have received audited consolidated balance sheets and 
related statements of operations, stockholder’s equity and cash flows, together with all related notes and schedules thereto, 
accompanied by the reports thereon of the accountants of Simmons Company and its subsidiaries as of and for the three most 
recently completed fiscal years ended at least ninety days before the Closing Date, which (x) were prepared in all material 
respects in accordance with the books of account and other financial records of Simmons Company, (y) except as disclosed in 
the notes and schedules thereto, have been prepared in accordance with generally accepted accounting principles in the United 
States (“GAAP”), consistently applied without modification of the accounting principles used in the preparation thereof 
throughout the periods presented, and (z) present fairly in all material respects the consolidated financial condition, results of 
operations and cash flows of Simmons Company, as applicable, as at the dates and for the periods indicated therein, except to the 
extent any failure of the foregoing clauses to be true and correct (without giving effect to any materiality qualification) does not 
result in or constitute a Company Material Adverse Effect (as defined in the Plan Sponsor Agreement as of the date hereof).  

7. Unaudited Financial Statements. The Commitment Parties shall have received (a) unaudited consolidated balance sheets 
and related statements of operations, stockholder’s equity and cash flows of Simmons Company and its subsidiaries for each 
fiscal quarter ended  

   



                    

after the date of this Commitment Letter and at least sixty (60) days before the Closing Date, which were prepared in accordance 
with GAAP, subject to the absence of footnotes and normal year-end adjustments, and (b) a pro forma consolidated balance sheet 
and related pro forma consolidated statement of operations of Simmons Company and its subsidiaries for the twelve-month 
period ending on the last day of the most recently completed four-fiscal quarter period ended at least sixty (60) days prior to the 
Closing Date, prepared after giving effect to the Transactions, as if such Transactions had occurred as of such date (in the case of 
such balance sheet) or at the beginning of such period (in the case of such other financial statements).  

8. PATRIOT Act. The Issuer shall have delivered all documentation and other information reasonably required by 
regulatory authorities under applicable “know-your-customer” and anti-money laundering rules and regulations, including the 
PATRIOT Act, in any case, requested in writing by the Commitment Parties at least three business days prior to the Closing 
Date.  

9. Confirmation Order. The Confirmation Order (as defined in the Plan Sponsor Agreement) shall have been entered on the 
docket of the Bankruptcy Court in a form that is substantially similar to the form attached to the Plan Sponsor Agreement, with 
such amendments or modifications as are not materially adverse to the Commitment Parties, solely in their capacity as providers 
of their respective Commitment. The Confirmation Order shall not be stayed or vacated.  

10. Material Adverse Change. Except as otherwise contemplated by the Plan Sponsor Agreement or the Plan, since 
December 27, 2008, no Company Material Adverse Effect has occurred which would excuse the Purchaser from its obligation to 
consummate the Acquisition.  

11. Collateral. All filings, recordations, searches and other actions reasonably necessary or desirable to create and perfect 
the first priority and second priority (as applicable) liens and security interests in respect of the collateral securing the Notes shall 
have been duly made (including, without limitation, the filing of financing statements under the Uniform Commercial Code), 
customary short-form security agreements with respect to intellectual property shall have been executed and delivered to the 
Notes Collateral Agent for filing with the U.S. Patent and Trademark Office and the U.S. Copyright Office and certificates 
representing the capital stock and membership interests of the Borrower and Guarantors shall have been delivered to the 
collateral agent under the Indenture; provided, that, to the extent the creation of any lien on any collateral or perfection of such 
lien requires any action on the part of any third party (including, without limitation, delivery of reasonably satisfactory 
mortgages, title insurance policies, surveys and other customary documentation in connection with real estate collateral) and is 
not provided on the Closing Date after the Issuer’s use of commercially reasonable efforts to do so (other than in respect of the 
filing of financing statements and the delivery of short-form security agreements and, if in existence, certificates representing 
capital stock and membership interests, in each case as set forth above), the creation or perfection (as applicable) of such lien 
shall not constitute a condition precedent to the issuance of the Notes on the Closing Date but such action shall be required to 
have been taken within a commercially reasonable time after the Closing Date and in any event within 90 days thereafter; 
provided, further, that (1) no control agreement will be required with respect to any deposit or securities accounts (x) so long as 
the ABL Collateral Agent shall have entered into a control agreement with respect to such accounts  

   



                    

serving as agent with respect to the perfection of the Notes Collateral Agent’s security interest therein or (y) with respect to 
which the ABL Collateral Agent has not required a control agreement and that are (A) payroll, trust or tax withholding accounts 
funded in the ordinary course of business or required by applicable law, (B) deposit or concentration accounts funded in the 
ordinary course of business the average daily balance of which for the most recently completed period of twelve consecutive 
months does not aggregate more than $3,000,000 or (C) checking or demand deposit accounts used solely for disbursements in 
the ordinary course of business and subject to automatic ACH or wire transfer on each banking day of all funds on deposit 
therein to a concentration account subject to an account control agreement with the ABL Collateral Agent or the Notes Collateral 
Agent (subject to clause (B) above) and (2) the Collateral Documents will not require scheduling or notice to the Notes Collateral 
Agent in respect of Commercial Tort Claims (as such term is defined in the Uniform Commercial Code for the State of New 
York) unless the aggregate claimed damages thereunder exceeds $5,000,000.  

   



                    

EXHIBIT K  

ABL Commitment Letter  

Please see attached.  

   



                    

Exhibit K 

EXECUTION COPY 

October 8, 2009  

AOT Bedding Intermediate Holdings, LLC 
c/o National Bedding Company, L.L.C. 
2600 Forbs Avenue 
Hoffman Estates, IL 60192 
Attn: Robert Sherman  

COMMITMENT LETTER 
$75 MILLION SENIOR SECURED CREDIT FACILITY  

Dear Mr. Sherman:  

As we, Wells Fargo Foothill, LLC (“WFF” or “we” or “us”), understand, AOT Bedding Super Holdings, LLC 
(“SuperHoldings”), a newly formed entity directly or indirectly controlled by an investor group consisting of an affiliated fund 
of Ares Management, LLC (“Ares”) and Ontario Teachers’ Pension Plan Board (“Teachers” and, together with Ares and their 
respective affiliates and any other stockholders of AOT Bedding Holdings Corp. who become co-investors hereunder, the 
“Sponsor”) and AOT Bedding Intermediate Holdings, LLC (“Holdings” or “you”), a newly formed, wholly owned subsidiary of 
SuperHoldings, intend to acquire (the “Acquisition”), directly or indirectly, all of the newly issued capital stock of Bedding 
Holdco Incorporated (the “Company”), the direct parent company of Simmons Bedding Company (the “Borrower”, together 
with the Company and its subsidiaries, the “Acquired Business”) pursuant to a plan of reorganization (the “Plan of 
Reorganization”) with respect to the Acquired Business to be confirmed and consummated in one or more voluntary cases (the 
“Bankruptcy Case”) commenced under chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the 
District of Delaware (the “Bankruptcy Court”). WFF further understands that Holdings is desirous of obtaining financing for the 
Borrower in order to (a) to repay the Borrower’s secured working capital indebtedness on the effective date (the “Effective 
Date”) of the Plan of Reorganization, (b) to otherwise enable the Acquired Business to consummate the Plan of Reorganization 
on the Effective Date, (c) finance general corporate purposes of the Acquired Business, and (d) pay fees and expenses associated 
with the transaction contemplated hereby (the “Transaction”).  

We are pleased to confirm our commitment to provide the Borrower a $75,000,000 senior secured credit facility (the “Facility”) 
on the terms and conditions set forth in this commitment letter and the exhibits attached hereto (the “Commitment Letter”) and 
the term sheet and the annexes attached thereto (the “Term Sheet”). The parties acknowledge that the Term Sheet and this 
Commitment Letter (a) summarize all of the substantive conditions precedent to the Facility,  

   



                    

and (b) do not purport to summarize all of the covenants, representations, warranties and other provisions that will be contained 
in the definitive documentation for the Facility. The parties agree that such covenants, representations, warranties and other 
provisions (to the extent not already addressed in the Term Sheet or this Commitment Letter) will be customary and 
commercially reasonable for transactions of this type or as otherwise reasonably acceptable to Holdings and WFF.  

Capitalized terms used herein and the accompanying Annexes shall have the meanings set forth herein and therein unless 
otherwise defined herein or therein.  

Syndication  

The parties agree that the syndication provisions shall be as set forth on Exhibit A hereto. Notwithstanding anything to the 
contrary in this Commitment Letter or the Term Sheet, neither the completion nor the success of syndication is a condition to the 
closing or funding of the Facility.  

Expenses and Indemnification  

You agree (a) to pay or reimburse all reasonable and documented out-of-pocket fees, costs, and expenses (including, without 
limitation, reasonable fees and disbursements of counsel except as set forth herein, filing and recording fees, and reasonable 
costs and expenses associated with due diligence, travel, appraisals, valuations, audits, and syndication, but limited to reasonable 
fees and disbursements of one law firm to WFF and one law firm in each relevant foreign jurisdiction) (the “Expenses”) 
incurred by or on behalf of WFF (whether before, on, or after the date hereof) in connection with (i) legal and business due 
diligence, (ii) the preparation, negotiation, execution, and delivery of this Commitment Letter and the Term Sheet and any and 
all documentation for the Facility, (iii) the syndication of the Facility, and (iv) the enforcement of any of WFF’s rights and 
remedies under this Commitment Letter, in each case irrespective of whether the Transaction is consummated, and (b) to 
indemnify, defend, and hold harmless WFF, each of its affiliates, and each of their officers, directors, employees, agents, 
advisors, attorneys, and representatives (each, an “Indemnified Person”) as set forth on Exhibit B hereto. In order to enable 
Holdings to understand the extent of its obligations under this paragraph, WFF agrees to advise Holdings if Expenses are at or 
about $75,000 (the “Expense Amount”). Except as set forth in this and the next sentence, the Expense Amount is not a cap or
limitation on Holdings’ obligations under this paragraph, except that at any time that Holdings receives such updated information 
as to the amount of Expenses accrued or advice relative to the Expenses being at or about the Expense Amount from WFF, 
Holdings shall have the right to request in writing that WFF cease pursuing the financing for the Transaction and cease incurring 
new Expenses and Holdings’ obligations under this paragraph shall terminate with respect to any Expenses first incurred by WFF 
after the date of its receipt of such request. If WFF does not advise Holdings if its Expenses are at or about the Expense Amount 
promptly after they reach such level and in the absence of any further written agreement by the parties hereto, the obligation of 
Holdings with respect to Expenses shall be limited to the Expense Amount.  

Fees  
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You agree to pay or cause Company to pay the fees set forth on Annex A-I and Annex A-II to the Term Sheet to WFF, in 
immediately available funds, as and when indicated therein.  

Conditions  

The commitment of WFF to provide the Facility shall be subject to (a) the negotiation, execution and delivery of definitive 
documentation customary for transactions of this type and consistent with the terms and conditions set forth herein and in the 
Term Sheet (the “Loan Documents”), in form and substance reasonably satisfactory to WFF, (b) since the date of the Plan 
Sponsor Agreement relative to the Acquisition dated September 24, 2009 (such agreement, as in effect on the date hereof, the 
“Plan Sponsor Agreement”), there has not occurred any Company Material Adverse Effect (as that term is defined in the Plan 
Sponsor Agreement), and (c) the performance of your obligations set forth herein and in the Term Sheet, and the satisfaction or 
waiver of the conditions set forth herein and in Annex B of the Term Sheet.  

Confidentiality  

(a) You agree that this Commitment Letter (including the Term Sheet) is for your confidential use only and that neither its 
existence, nor the terms hereof, will be disclosed by you to any person other than the Sponsor’s and Holdings’ respective 
officers, directors, employees, accountants, attorneys, affiliates and other agents and advisors who have been advised of the 
confidential nature of the matter, and then only on a “need-to-know” basis in connection with the Transaction contemplated 
hereby. The foregoing notwithstanding, you may (i) provide a copy hereof (including the Term Sheet) to the Acquired Business 
(so long as it has been advised not to disclose this Commitment Letter other than to its officers, directors, employees, 
accountants, attorneys, and other agents and advisors who have been advised of the confidential nature of the matter, and then 
only on a “need-to-know” basis in connection with the Transaction contemplated hereby), (ii) following your acceptance of this
Commitment Letter in accordance herewith and your return of an executed counterpart of this Commitment Letter to us, make 
public filings or other disclosures of the terms and conditions hereof (including the Term Sheet, but redacting Exhibit A and 
Annex A-II to the Term Sheet to exclude the flex provisions and the provisions pertaining to pricing and fees), (x) to the office of
the U.S. Trustee, to any ad-hoc or statutorily appointed committee of unsecured creditors, and to their respective representative 
and professional advisors and (y) as you are required by law to make, (iii) disclose this Commitment Letter (including the Term 
Sheet) (x) as required by law or compulsory legal process in any legal, judicial, administrative or other regulatory proceeding, 
including, without limitation, the Bankruptcy Case, or otherwise, (y) (A) to the agents and lenders under the credit facility in 
existence on the date hereof and available to the debtors during the pendency of the Bankruptcy Case (redacting Annex A-II to 
the Term Sheet to exclude the provisions pertaining to pricing and fees) or (B) otherwise in connection with the Bankruptcy Case 
(redacting Annex A-II to the Term Sheet to exclude the provisions pertaining to pricing and fees) or (z) as requested by a 
governmental or regulatory authority (in each case Holdings agrees to inform WFF promptly to the extent practicable to do so 
and permitted by law), (iv) disclose the Term Sheet to Moody’s Investors Service, Inc. and Standard & Poor’s Ratings Services, 
a division of The McGraw Hill Companies, Inc. (redacting Annex A-II to the Term Sheet to exclude the provisions pertaining to 
pricing and fees), (v) disclose the Commitment Letter and the Term Sheet to (x) Bank of America, N.A. (“BofA”), in connection 
with BofA evaluating WFF’s offer to assign a portion of its commitments hereunder pursuant to the terms hereof and (y) the 
purchasers of the Senior  
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Secured Notes (as defined in the Term Sheet) of the Borrower to be issued prior to or concurrently with the closing of the 
Facility and (vi) disclose the Commitment Letter and the Term Sheet in connection with any litigation or other adverse 
proceeding involving parties to this Commitment Letter; provided that prior to any disclosure to a party other than Holdings, 
Company, the Lenders (as defined in the Term Sheet), their respective affiliates and their respective counsel under this clause 
(vi) with respect to litigation involving a party other than Holdings, Company, the Lenders, and their respective affiliates, the 
disclosing party agrees to provide WFF with prior notice thereof.  

(b) WFF agrees that non-public, confidential information regarding Holdings, the Acquired Business and their respective 
subsidiaries, their operations, assets, and existing and contemplated business plans shall be treated by WFF in a confidential 
manner, and shall not be disclosed by WFF to persons who are not parties to this Commitment Letter, except: (i) to WFF’s 
officers, directors, employees, attorneys, advisors, accountants, auditors, and consultants to WFF on a “need to know” basis in 
connection with Transaction contemplated hereby and on a confidential basis, (ii) to subsidiaries and affiliates of WFF, provided 
that any such subsidiary or affiliate shall have agreed to receive such information hereunder subject to the terms of this clause 
(b), (iii) as may be required by regulatory authorities so long as such authorities are informed of the confidential nature of such 
information, (iv) as may be required by statute, decision, or judicial or administrative order, rule, or regulation, provided that 
prior to any disclosure under this clause (iv), the disclosing party agrees to provide Holdings with prior notice thereof, to the 
extent that it is practicable to do so and to the extent that the disclosing party is permitted to provide such prior notice to 
Holdings pursuant to the terms of the applicable statute, decision, or judicial or administrative order, rule, or regulation, (v) as 
may be agreed to in advance by Holdings, (vi) as requested or required by any governmental authority pursuant to any subpoena 
or other legal process, provided that prior to any disclosure under this clause (vi) the disclosing party agrees to provide Holdings 
with prior notice thereof, to the extent that it is practicable to do so and to the extent that the disclosing party is permitted to 
provide such prior notice to Holdings pursuant to the terms of the subpoena or other legal process, (vii) as to any such 
information that is or becomes generally available to the public (other than as a result of prohibited disclosure by WFF), (viii) in 
connection with any proposed assignment or participation of WFF’s interest in the Facility, provided that any such proposed 
assignee or participant shall have agreed to receive such information subject to the terms of this clause (b), and (ix) in connection 
with any litigation or other adverse proceeding involving parties to this Commitment Letter; provided that prior to any disclosure 
to a party other than Holdings, Company, the Lenders (as defined in the Term Sheet), their respective affiliates and their 
respective counsel under this clause (ix) with respect to litigation involving a party other than Holdings, Company, the Lenders, 
and their respective affiliates, the disclosing party agrees to provide Holdings with prior notice thereof.  

(c) Anything to the contrary in this Commitment Letter notwithstanding you agree that (i) WFF shall have the right to provide 
information concerning the Facility to loan syndication and reporting services, and (ii) the projections, any marketing materials 
and all other information provided by or on behalf of you and your and the Company’s affiliates to WFF regarding Sponsor, 
Holdings and their respective affiliates, the Transaction and the other transactions contemplated hereby in connection with the 
Facility may be disseminated by or on behalf of WFF to prospective lenders and other persons, who have agreed to be bound by 
customary confidentiality undertakings (including, “click-through” agreements), all in accordance with WFF’s standard loan 
syndication practices (whether transmitted electronically by means of a  
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website, e-mail or otherwise, or made available orally or in writing, including at potential lender or other meetings). You (and 
you will use commercially reasonable efforts to cause the Borrower to) hereby further authorize WFF to download copies of 
Sponsor’s and the Borrower’s logos from their respective websites and post copies thereof on an Intralinks® or similar 
workspace and use the logos on any confidential information memoranda, presentations and other marketing materials prepared 
in connection with the syndication of the Facility.  

Information  

In issuing this Commitment Letter, WFF is relying on the accuracy of the information furnished to it by or on behalf of Sponsor 
and/or Holdings and their affiliates, without independent verification thereof. Holdings acknowledges that it is a condition 
precedent to the funding of the Facility that (a) all written information (other than forward looking information and projections of 
future financial performance (collectively, the “Projections”)) concerning Company and its subsidiaries (the “Information”) that 
has been, or is hereafter, made available by or on behalf of Sponsor or Holdings or their affiliates in connection with the 
Transaction is, or when delivered shall be, when considered as a whole, complete and correct in all material respects and does 
not, or shall not when delivered, contain any untrue statement of material fact or omit to state a material fact necessary in order 
to make the statements contained therein not misleading in any material respect in light of the circumstances under which such 
statements have been made, and (b) all Projections that have been or are hereafter made available by or on behalf of Sponsor or 
Holdings or their affiliates in connection with the Transaction are, or when delivered shall be, prepared in good faith on the basis 
of information and assumptions that are believed by Sponsor or Holdings to be reasonable at the time such Projections were 
prepared (you hereby acknowledge that the most recent Projections delivered by or on behalf of Sponsor or Holdings to WFF 
were prepared on August 15, 2009); it being recognized by WFF that projections of future events are not to be viewed as facts 
and actual results may vary significantly from projected results.  

Sharing Information; Absence of Fiduciary Relationship; Affiliate Activities  

You acknowledge that WFF or one or more of its affiliates may be providing debt financing, equity capital or other services 
(including financial advisory services) to other companies in respect of which you may have conflicting interests regarding the 
transactions described herein or otherwise. You also acknowledge that we do not have any obligation to use in connection with 
the transactions contemplated by this Commitment Letter, or to furnish to you, confidential information obtained by us from 
other companies.  

You further acknowledge and agree that (a) no fiduciary, advisory or agency relationship between you, on the one hand, and 
WFF, on the other hand, is intended to be or has been created in respect of any of the transactions contemplated by this 
Commitment Letter, irrespective of whether WFF or one or more of its affiliates has advised or is advising you on other matters, 
(b) WFF, on the one hand, and you, on the other hand, have an arms-length business relationship that does not directly or 
indirectly give rise to, nor do you rely on, any fiduciary duty on the part of WFF, (c) you are capable of evaluating and 
understanding, and you understand and accept, the terms, risks and conditions of the transactions contemplated by this 
Commitment Letter, (d) you have been advised that WFF or one or more of its affiliates is engaged in a broad range of 
transactions that may involve interests that differ from your interests and that WFF does not have  
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any obligation to disclose such interests and transactions to you by virtue of any fiduciary, advisory or agency relationship, and 
(e) you waive, to the fullest extent permitted by law, any claims you may have against WFF for breach of fiduciary duty or 
alleged breach of fiduciary duty in respect of any of the transactions contemplated by this Commitment Letter and agree that 
WFF shall not have any liability (whether direct or indirect) to you in respect of such a fiduciary duty claim or to any person 
asserting a fiduciary duty claim on behalf of or in right of you, including your stockholders, employees or creditors. For the 
avoidance of doubt, the provisions of this paragraph apply only to the transactions contemplated by this Commitment Letter and 
the relationships and duties created in connection with the transactions contemplated by this Commitment Letter.  

You further acknowledge that one or more of WFF’s affiliates are full service securities firm engaged in securities trading and 
brokerage activities as well as providing investment banking and other financial services. In the ordinary course of business, 
WFF or one or more of WFF’s affiliates may provide investment banking and other financial services to, and/or acquire, hold or 
sell, for their respective own accounts and the accounts of customers, equity, debt and other securities and financial instruments 
(including bank loans and other obligations) of, you, and Company and other companies with which you or Company may have 
commercial or other relationships. With respect to any debt or other securities and/or financial instruments so held by WFF or 
one or more of its affiliates or any of their respective customers, all rights in respect of such securities and financial instruments, 
including any voting rights, will be exercised by the holder of the rights, in its sole discretion.  

Break-Up Fee  

You agree that if Holdings or Sponsor or any of your affiliates consummate the Acquisition and, in connection with the 
Acquisition, obtain an asset-backed revolving debt financing alternative to the Facility (other than a debt financing (i) provided 
by Holdings, Ares, Teachers or any of their affiliates or (ii) in which WFF holds not less than 50% of the commitments and has 
pricing and other economic terms either substantially similar to the Facility or more favorable to WFF), then you immediately 
shall pay to WFF, in immediately available funds, a fee equal to $375,000 (which amount is in addition to any other amount paid 
or payable hereunder).  

Governing Law, Etc.  

This Commitment Letter, the Term Sheet, and any claim or dispute concerning the subject matter hereof or thereof shall be 
governed by, and construed in accordance with, the law of the State of New York. Each of the parties hereto consents to the 
exclusive jurisdiction and venue of the federal and/or state courts located in New York, New York. This Commitment Letter 
(together with the Term Sheet) sets forth the entire agreement between the parties with respect to the matters addressed herein, 
supersedes all prior communications, written or oral, with respect hereto, and may not be amended, supplemented, or modified 
except in a writing signed by the parties hereto. This Commitment Letter may be executed in any number of counterparts, each 
of which, when so executed, shall be deemed to be an original and all of which, taken together, shall constitute one and the same 
agreement. Delivery of an executed counterpart of a signature page to this Commitment Letter by telecopier or other electronic 
transmission shall be equally effective as delivery of a manually executed counterpart of this Commitment Letter. This 
Commitment Letter shall not be assignable by you (except to an affiliate of Holdings that is  
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directly or indirectly controlled by Ares and Teachers) without the prior written consent of WFF (any purported assignment 
without such consent shall be null and void), is intended to be solely for the benefit of the parties hereto, and is not intended to 
confer any benefits upon, or create any rights in favor of, any person other than the parties hereto and the Indemnified Persons. 
Notwithstanding any other provision of this Commitment Letter, WFF agrees to offer to assign 50% of the commitments under 
this Commitment Letter to BofA upon the following terms and subject to the following conditions: (a) the assignment must be 
for at least 30% of the total commitments under the Facility; (b) BofA and WFF shall be co-lead arrangers under this 
Commitment Letter, in each case with WFF as the lead loan arranger; and (c) BofA shall be entitled to a pro rata percentage of 
the fees otherwise payable to WFF under Annex A-I to the Term Sheet and the Closing Fee under Annex A-II to the Term Sheet. 
In the event that this Commitment Letter is terminated or expires, the Expenses and Indemnification, Fees, Confidentiality, 
Sharing Information; Absence of Fiduciary Relationship; Affiliate Transactions, Governing Law, Etc., and Waiver of Jury Trial 
provisions hereof shall survive such termination or expiration. Anything contained herein to the contrary notwithstanding, your 
obligations under this Commitment Letter, other than your obligations under the paragraph captioned “Syndication”, shall 
terminate at the time of the execution and delivery of the Loan Documents relative to the Facility.  

Waiver of Jury Trial  

To the maximum extent permitted by applicable law, each party hereto irrevocably waives any and all rights to a trial by jury in 
any action or proceeding (whether based on contract, tort, or otherwise) arising out of or relating to this Commitment Letter or 
the Transaction contemplated hereby or the actions of WFF or any of its affiliates in the negotiation, performance, or 
enforcement of this Commitment Letter.  

Patriot Act  

WFF hereby notifies you that pursuant to the requirements of the USA PATRIOT Act, Title III of Pub. L. 107-56 (signed into 
law October 26, 2001) (the “PATRIOT Act”), WFF may be required to obtain, verify and record information that identifies the 
Loan Parties (as defined in the Term Sheet), which information includes the name, address, tax identification number and other 
information regarding the Loan Parties that will allow WFF to identify the Loan Parties in accordance with the PATRIOT Act. 
This notice is given in accordance with the requirements of the PATRIOT Act. You agree to use commercially reasonable efforts 
to cause Company to provide WFF, prior to the Closing Date, with all documentation and other information required by bank 
regulatory authorities under “know your customer” and anti-money laundering rules and regulations, including, without 
limitation, the PATRIOT Act.  
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This Commitment Letter shall expire at 3:00 p.m. (New York time) on October 9, 2009, unless prior thereto WFF has received a 
copy of this Commitment Letter signed by Holdings. In the event the initial funding under the Facility does not occur on or prior 
to March 15, 2010 then WFF’s commitment to provide the Facility shall automatically expire on such date. If you elect to deliver 
your signed counterpart of this Commitment Letter by telecopier or other electronic transmission, please arrange for the executed 
original to follow by next-day courier.  
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 Very truly yours, 

 
WELLS FARGO FOOTHILL, LLC 

 

 By:  /s/ David A. Ernst   
 Name:  David A. Ernst  
 Title:  Vice President  
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ACCEPTED AND AGREED TO   
this 8th day of October, 2009   
        
AOT BEDDING INTERMEDIATE HOLDINGS, 
LLC  

 

        
By: AOT Bedding Super Holdings, LLC,   
  its sole member   
        
By: Ares Corporate Opportunities Fund III, L.P.,   
  its member   
        
By: ACOF Operating Manager III LLC,   
  its manager   
        
By: /s/ Nav Rahemtulla   
  

 
  

    Name:  Nav Rahemtulla   
    Title:  Authorized Signatory   
        
and   
        
By: Ontario Teachers’ Pension Plan Board,   
  its member   
        
By: /s/ Romeo Leemrijse   
  

 
  

    Name:  Romeo Leemrijse   
    Title:  Director   



                    

EXHIBIT A  

Syndication Provisions  

WFF may syndicate the financing for the Transaction to additional lenders with a corresponding reduction in WFF’s share of the 
Facility. Any assignment by WFF of its commitment under the Commitment Letter will be made with the prior written consent 
of Holdings (prior to the closing of the Facility), and the Borrower (after the closing of the Facility), in each case, such consent 
shall not be required in connection with an assignment to Bank of America, N.A. and shall not be unreasonably withheld, 
conditioned or delayed. WFF will manage all aspects of any syndication, including the timing of all offers to potential lenders 
and the acceptance of commitments, the amount offered, and the compensation provided; provided, that WFF shall notify and 
consult with Holdings (prior to the closing of the Facility) and Borrower (after the closing of the Facility) regarding each 
potential lender and the amount offered to such lender.  

If WFF elects to syndicate the Facility, Holdings agrees to use commercially reasonable efforts to assist WFF in forming a 
syndicate acceptable to WFF and Holdings. Such assistance shall include but not be limited to (a) using commercially reasonable 
efforts to make senior management and representatives of Borrower available to participate in meetings and to provide 
information to potential lenders and participants at such times and places as WFF may reasonably request; and (b) using 
commercially reasonable efforts to provide all information reasonably deemed necessary by WFF to complete the syndication, 
subject to confidentiality agreements in form and substance reasonably satisfactory to Holdings and WFF. In addition, Holdings 
agrees that WFF shall have the right to provide information concerning the Facility to loan syndication and reporting services.  

[REDACTED]  
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EXHIBIT B  

Indemnification Provisions  

Capitalized terms used herein shall have the meanings ascribed to them in the commitment letter, dated October 8, 2009 (the 
“Commitment Letter”) addressed to AOT Bedding Intermediate Holdings, LLC (the “Indemnifying Party”) from Wells Fargo 
Foothill, LLC (“WFF”).  

To the fullest extent permitted by applicable law, the Indemnifying Party agrees that it will indemnify, defend, and hold harmless 
each of the Indemnified Persons from and against (i) any and all losses, claims, damages, obligations, penalties, judgments, 
awards, liabilities, costs, expenses and disbursements, (ii) any and all actions, suits, proceedings and investigations in respect 
thereof, and (iii) any and all legal or other costs, expenses or disbursements in giving testimony or furnishing documents in 
response to a subpoena or otherwise (including, without limitation, the costs, expenses and disbursements, as and when incurred, 
of investigating, preparing or defending any such action, proceeding or investigation (whether or not in connection with litigation 
in which any of the Indemnified Persons is a party) and including, without limitation, any and all losses, claims, damages, 
obligations, penalties, judgments, awards, liabilities, costs, expenses and disbursements, resulting from any act or omission of 
any of the Indemnified Persons), directly or indirectly, caused by, relating to, based upon, arising out of or in connection with 
(a) the Transaction, (b) the Commitment Letter or the Facility, or (c) any untrue statement or alleged untrue statement of a 
material fact contained in, or omissions or alleged omissions in, information furnished by Indemnifying Party or Company, or 
any of their subsidiaries or affiliates, or any other person in connection with the Transaction or the Commitment Letter; 
provided, however, such indemnity agreement shall not apply to any portion of any such loss, claim, damage, obligation, penalty,
judgment, award, liability, cost, expense or disbursement of an Indemnified Person to the extent it is found in a final judgment by 
a court of competent jurisdiction (not subject to further appeal) to have resulted primarily and directly from the gross negligence 
or willful misconduct of such Indemnified Person.  

These Indemnification Provisions shall be in addition to any liability which the Indemnifying Party may have to the Indemnified 
Persons.  

If any action, suit, proceeding or investigation is commenced, as to which any of the Indemnified Persons proposes to demand 
indemnification, it shall notify the Indemnifying Party with reasonable promptness; provided, however, that any failure by any of 
the Indemnified Persons to so notify the Indemnifying Party shall not relieve the Indemnifying Party from its obligations 
hereunder. WFF, on behalf of the Indemnified Persons, shall have the right to retain counsel of its choice to represent the 
Indemnified Persons, and the Indemnifying Party shall pay the reasonable and documented fees, expenses, and disbursement of 
such counsel, and such counsel shall, to the extent consistent with its professional responsibilities, cooperate with the 
Indemnifying Party and any counsel designated by the Indemnifying Party. The Indemnifying Party shall be liable for any 
settlement of any claim against any of the Indemnified Persons made with its written consent, which consent shall not be 
unreasonably withheld. Without the prior written consent of WFF, the Indemnifying Party shall not settle or compromise any 
claim, permit a default or consent to the entry of any judgment in respect thereof.  
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In order to provide for just and equitable contribution, if a claim for indemnification pursuant to these Indemnification Provisions 
is made but is found by a judgment of a court of competent jurisdiction (not subject to further appeal) that such indemnification 
may not be enforced in such case, even though the express provisions hereof provide for indemnification in such case, then the 
Indemnifying Party, on the one hand, and the Indemnified Persons, on the other hand, shall contribute to the losses, claims, 
damages, obligations, penalties, judgments, awards, liabilities, costs, expenses and disbursements to which the Indemnified 
Persons may be subject in accordance with the relative benefits received by the Indemnifying Party, on the one hand, and the 
Indemnified Persons, on the other hand, and also the relative fault of the Indemnifying Party, on the one hand, and the 
Indemnified Persons collectively and in the aggregate, on the other hand, in connection with the statements, acts or omissions 
which resulted in such losses, claims, damages, obligations, penalties, judgments, awards, liabilities, costs, expenses and 
disbursements and the relevant equitable considerations shall also be considered. No person found liable for a fraudulent 
misrepresentation shall be entitled to contribution from any other person who is not also found liable for such fraudulent 
misrepresentation. Notwithstanding the foregoing, none of the Indemnified Persons shall be obligated to contribute any amount 
hereunder that exceeds the amount of fees previously received by such Indemnified Person pursuant to the Commitment Letter.  

Neither expiration nor termination of WFF’s commitments under the Commitment Letter or funding or repayment of the loans 
under the Facility shall affect these Indemnification Provisions which shall remain operative and continue in full force and effect. 
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TERM SHEET  

This Term Sheet is part of the commitment letter, dated October 8, 2009 (the “Commitment Letter”), addressed to AOT Bedding 
Intermediate Holdings, LLC by Wells Fargo Foothill, LLC (“WFF”) and is subject to the terms and conditions of the 
Commitment Letter. Capitalized terms used herein and the accompanying Annexes shall have the meanings set forth in the 
Commitment Letter unless otherwise defined herein or therein.  

   

   
Borrower:  

 

Simmons Bedding Company (“Simmons”), reorganized debtor under a plan of 
reorganization (the “Plan of Reorganization”) confirmed in a case (the “Bankruptcy 
Case”) commenced under chapter 11 of the Bankruptcy Code in the United States 
Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”), and certain of 
Simmons’ present and future domestic subsidiaries as are reasonably acceptable to WFF 
(Simmons and such subsidiaries, collectively, the “US Borrowers”) and present and future 
subsidiaries organized under the laws of Canada as are acceptable to WFF (collectively, 
the “Canadian Borrowers” and, together with the US Borrowers, collectively, the 
“Borrowers”).

   
Guarantors:  

 

Bedding Holdco Incorporated (“Parent”) and all of Parent’s present and future United 
States and Canadian subsidiaries (other than Borrowers and unrestricted subsidiaries); 
provided, that, any Canadian Subsidiary that is characterized as a corporation for US 
federal income tax purposes shall only guaranty the obligations of the Canadian 
Borrowers. Such Guarantors, together with Borrowers, each a “Loan Party” and 
collectively, the “Loan Parties”).

   
Lenders and Agent:  

 

WFF and such other lenders (the “Lenders”) as Agent, Holdings and the Borrowers elect 
to include within the syndicate in accordance with Exhibit A to the Commitment Letter. 
WFF shall act as the sole agent for the Lenders (in such capacity, the “Agent”).

   
Facility:  

 

A senior secured credit facility (the “Facility”) with a maximum credit amount 
(“Maximum Credit Amount”) of $75,000,000. Under the Facility, Lenders will provide 
Borrowers with a revolving credit facility (the “Revolver”).
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Closing Date:  

 
The date on or before March 15, 2010 on which the borrowings under the Facility are 
made and the Acquisition is consummated (the “Closing Date”).

   
Revolver:  

 

Advances under the Revolver (“Advances”) will be available up to a maximum amount 
outstanding at any one time of $75,000,000 (the “Maximum Revolver Amount”). In 
addition, Advances under the Revolver may not, at any time, exceed the Borrowing Base 
(as hereinafter defined).

   
   

 

A portion of the Revolver shall be made available to the US Borrowers (the “US 
Revolver”) and a portion of the Revolver shall be made available to the Canadian 
Borrowers in an amount to be determined based on further diligence (the “Canadian 
Revolver”).

   
Borrowing Base:  

 

85% of the amount of Borrowers’ eligible accounts (including eligible “Other 
Receivables”, as defined in the description of notes with respect to the Senior Secured 
Notes), not older than 90 days from invoice date and net of customary reserves including a
reserve of 1% for each incremental percentage in dilution over 5%, and 95% of the 
amount of cash held in Blocked Deposit Accounts (as defined below). 
 
In addition, the Borrowing Base would include availability based upon Borrowers’ 
inventory up to the least of the following: (i) 65% of eligible inventory, net of customary 
reserves, (ii) 85% times the net orderly liquidation value of Borrowers’ eligible inventory, 
and (iii) 33% of the amount of credit availability created by Borrowers’ eligible accounts.
 
The Borrowing Base with respect to the US Revolver shall be based solely on accounts 
and inventory of the US Borrowers and the Borrowing Base with respect to the Canadian 
Revolver shall be based solely on accounts and inventory of the Canadian Borrowers. 
 
“Blocked Deposit Accounts” will mean deposit accounts maintained at Wells Fargo Bank, 
N.A. or Wachovia Bank, N.A. that are the subject of control agreements among the 
applicable Borrower, Agent and the depository. Agent shall not be required to release 
deposits held in such Blocked Deposit Accounts to the Borrowers if (i) an event of default 
has occurred and is continuing or (ii) if after giving effect to the release of 
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such deposits, the outstanding revolving loans and letters of credit would exceed 
availability under the Revolver.

 
Letter of Credit Subfacility:  

 

Under the Revolver, Borrowers will be entitled to request that Agent issue guarantees of 
payment (“Letters of Credit”) with respect to letters of credit issued by Wells Fargo Bank, 
N.A. in an aggregate amount not to exceed $30,000,000 at any one time outstanding; 
which sublimit may be divided between the US Revolver and the Canadian Revolver to be 
determined based on further diligence. The aggregate amount of outstanding Letters of 
Credit will be reserved against the credit availability created under the Borrowing Base 
and the Maximum Revolver Amount.

   
Optional Prepayment:  

 

The Advances may be prepaid in whole or in part from time to time and without penalty 
or premium. The Facility may be prepaid and the commitments terminated in whole at any 
time upon 3 business days prior written notice.

   
Use of Proceeds:  

 

To (i) repay Borrowers’ secured working capital indebtedness on the effective date (the 
“Effective Date”) of the Plan of Reorganization, (ii) otherwise enable Borrowers to 
consummate the Plan of Reorganization on the Effective Date, (iii) fund certain fees and 
expenses associated with the Facility and the Transaction, and (iv) finance the ongoing 
general corporate needs of Borrowers.

   
Fees and Interest Rates:   As set forth on Annex A-I and A-II.
   
Term:  

 
4 years from the Closing Date but not to exceed 90 days prior to the maturity of the Senior 
Secured Notes (as defined below) (“Maturity Date”).

 
Collateral:  

 

A (a) first priority perfected security interest in all of the Loan Parties’ now owned or 
hereafter acquired (i) accounts (but excluding such accounts for equipment sold or leased) 
and certain royalty and licensing receivables, (ii) inventory, (iii) to the extent evidencing 
or governing any of the items referred to in the preceding clauses, general intangibles, 
documents, contract rights, chattel paper (including tangible chattel paper and electronic 
chattel paper) and instruments (including promissory notes), (iv) to the extent relating to 
any of the items referred to in the preceding clauses, guarantees, letters of credit, security 
and other credit enhancements,
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letter-of-credit rights and supporting obligations, (v) cash and cash equivalents from 
whatever source derived, all lockboxes (excluding safe deposit boxes), deposit accounts 
and, solely to the extent constituting cash or cash equivalents or representing a claim to 
cash equivalents, securities accounts as original collateral, (vi) all intercompany loans and 
advances among the Loan Parties, (vii) to the extent relating to any of the items referred to 
in the preceding clauses, books and records and (viii) proceeds of any of the foregoing to 
the extent they would otherwise constitute Working Capital Assets, including proceeds 
received in respect of Working Capital Assets from casualty insurance or condemnation, 
and excluding all Asset Sale Proceeds Accounts (as defined below) and all cash, Cash 
Equivalents, Money, Instruments, Securities, Investment Property and Financial Assets 
(as each such term is defined in the Uniform Commercial Code for the State of New 
York) held in or credited to any Asset Sale Proceeds Account (collectively, the “Working 
Capital Assets”) and (b) second priority perfected security interest in (i) substantially all 
of the Loan Parties’ now owned or hereafter acquired property and assets (other than 
Working Capital Assets) and all proceeds and products thereof to the extent they would 
otherwise constitute Senior Secured Notes Assets and any proceeds received upon an asset
sale or event of loss with respect to the Senior Secured Notes Assets to the extent they are 
held in an Asset Sale Proceeds Account, including proceeds received in respect of Senior 
Secured Notes Assets from casualty insurance or condemnation (collectively, the “Senior 
Secured Notes Assets”), in each case subject to permitted liens and customary excluded 
collateral (including special purpose and de-minimus deposit accounts acceptable to 
Agent in its reasonable discretion) and other exceptions (to be mutually agreeable to 
Agent and Borrowers), and (ii) in all of the stock (or other ownership interests in) of each 
Loan Party other than Parent and all proceeds and products thereof. “Asset Sales Proceeds 
Accounts” means deposit and/or securities accounts maintained exclusively for the 
purpose of holding proceeds of identifiable cash proceeds received upon an asset sale or 
event of loss with respect to any Senior Secured Notes Assets and any proceeds and any 
investment of such Cash Proceeds, in each case, constituting cash, Cash Equivalents, 
Money, Instruments, Securities, Investment Property and/or Financial Assets. 
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The priority of the security interests and related creditor rights between the Facility and 
the $425 million of senior secured notes (the “Senior Secured Notes”) will be set forth in 
an intercreditor agreement (the “Intercreditor Agreement”).

 
Representations and Warranties:  

 

The credit agreement governing the Facility will include such representations and 
warranties to be made by the Loan Parties and their respective subsidiaries as are usual 
and customary for financings of this type, including representations and warranties 
(certain of which will be subject to materiality thresholds, baskets and customary or 
bankruptcy-related exceptions and qualifications to be negotiated in the definitive Loan 
Documents) regarding: due organization and qualification; subsidiaries; due authorization; 
no conflict; governmental consents; binding obligations; perfected liens; title to assets; no 
encumbrances; jurisdiction of organization; location of chief executive office; 
organizational identification number; commercial tort claims; litigation; compliance with 
laws; no material adverse change; fraudulent transfer; employee benefits; environmental 
condition; intellectual property; leases; deposit accounts and securities accounts; complete 
disclosure; material contracts; Patriot Act and OFAC; indebtedness; payment of taxes; 
margin stock; governmental regulation; Parent as holding company; acquisition 
documents; eligible accounts; eligible inventory; location of inventory and equipment; 
inventory records, entry of the Confirmation Order (as defined in Annex B) and 
satisfaction of the conditions to effectiveness of the Plan of Reorganization, or as may be 
agreed.

   
Affirmative Covenants:  

 

The credit agreement governing the Facility will include such affirmative covenants 
(certain of which will be subject to materiality thresholds, baskets and customary 
exceptions and qualifications to be negotiated in the definitive Loan Documents) 
applicable to the Loan Parties and their respective subsidiaries as are usual and customary 
for financings of this type, including covenants regarding: financial statements, reports, 
and certificates; collateral reporting; existence; maintenance of properties; taxes; 
insurance; inspection; compliance with laws; environmental; disclosure updates; 
formation of subsidiaries; further assurances; lender meetings; material contracts; 
employee benefits, location of inventory and equipment and satisfaction of the ongoing 
obligations under the Plan of Reorganization, or as may
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    be agreed.
 
Negative Covenants:  

 

The credit agreement governing the Facility will include such negative covenants (certain 
of which will be subject to materiality thresholds, baskets and customary exceptions and 
qualifications to be negotiated in the definitive Loan Documents) applicable to the Loan 
Parties and their respective subsidiaries as are usual and customary for financings of this 
type, including covenants regarding: limitations on: indebtedness; liens; fundamental 
changes; disposal of assets; change of name; nature of business; prepayments and 
amendments; change of control; distributions; accounting methods; investments; 
transactions with affiliates; use of proceeds; Parent as a holding company; consignments; 
and inventory and equipment with bailees, or as may be agreed.

    
Financial Covenants:  

 

If at any time excess availability falls below $14,000,000 (a “Covenant Event”), 
Simmons, on a consolidated basis, shall be required to maintain fixed charge coverage 
ratio of not less than 1.1:1.0; provided, that, no default or event of default shall occur as a 
result of Simmons failing to maintain such fixed charge coverage ratio if within 15 days 
after the applicable Covenant Event Simmons receives a cash equity contribution (an 
“Equity Contribution”) resulting in excess availability being equal to or greater than 
$14,000,000; provided, further, that Agent and Lenders shall not be obligated to make any 
loans or issue any letters of credit during the period from the occurrence of such Covenant 
Event until Simmons receives such Equity Contribution.

   
Collection:  

 

The Borrowers would direct all of their customers to remit all payments either to 
(i) deposit accounts that are the subject of springing control agreements among the 
applicable Borrower, Agent, and the depository bank, or (ii) Blocked Deposit Accounts, 
and would be required promptly to remit any payments received by them to one of these 
deposit accounts. All collections received would be subject to a one business day 
clearance charge.

 
Events of Default:  

 

The credit agreement governing the Facility will include such events of default applicable 
to the Loan Parties and their respective subsidiaries as are usual and customary for 
financings of this type, including (and certain of 
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which will be subject to materiality thresholds, exceptions and grace periods to be 
negotiated in the definitive Loan Documents): non-payment of obligations; non-
performance of covenants and obligations; material judgments; bankruptcy or insolvency; 
any restrainment against all or a material portion of business affairs; default on other 
material debt (including secured hedging agreements); breach of any representation or 
warranty; limitation or termination of any guarantee with respect to the Facility; 
impairment of security; employee benefits; and actual or asserted invalidity or 
unenforceability of any Facility documentation or liens securing obligations under the 
Facility documentation.

   
Conditions Precedent to Closing:   The conditions set forth on Annex B.
   
Assignments:  

 

Each Lender shall be permitted to assign, in an amount not less than $1.0 million, its 
rights and obligations under the Loan Documents, or any part thereof, to any person or 
entity with the consent of Agent and Borrowers (such consent not to be unreasonably 
withheld, delayed or conditioned); provided that no consent by Borrowers shall be 
required for assignments (a) to another Lender, an affiliate of a Lender or an approved 
fund under common control with a Lender, or (b) after the occurrence and during the 
continuance of a default or an event of default. Subject to customary voting limitations, 
each Lender shall be permitted to sell participations in such rights and obligations, or any 
part thereof to any person or entity without the consent of Borrowers.

   
Governing Law and Forum:   State of New York
   
Counsel to Agent:   Goldberg Kohn
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Interest Rate Options   Borrowers may elect that the loans bear interest at a rate per annum equal to:
   
    (i) the Base Rate plus 4.50%; or
   
    (ii) the LIBOR Rate plus 3.50% (the “LIBOR Margin”).
    
    As used herein:
   
   

 

The “Base Rate” means the greatest of (a) the prime lending rate as publicly announced 
from time to time by Wells Fargo Bank, N.A., (b) the Federal Funds Rate plus 1/2% and 
(c) the three-month LIBOR rate (which shall be determined daily) plus 1.00%.

   
   

 

The “LIBOR Rate” means the rate per annum appearing on Bloomberg L.P.’s (the 
“Service”) Page BBAM (official BBA USD Dollar Libor Fixings) (or on any successor or 
substitute page of such Service or any successor to or substitute for such Service 2 
Business Days prior to the commencement of the requested Interest Period, adjusted by 
the reserve percentage prescribed by governmental authorities as determined by Agent. 
The LIBOR Rate shall be available for interest periods of 1, 2 and 3 months.

   
Interest Payment Dates  

 
In the case of loans bearing interest based upon the Base Rate (“Base Rate Loans”), 
monthly in arrears.

   
   

 
In the case of Loans bearing interest based upon the LIBOR Rate (“LIBOR Rate Loans”), 
on the last day of each relevant interest period.

    
Letter of Credit Fees  

 

An amount equal to the LIBOR Margin per annum times the undrawn amount of each 
Letter of Credit, payable in cash monthly in arrears, plus the charges imposed by the letter 
of credit issuing bank; provided however, that if the Default Rate is in effect, the Letter of 
Credit Fee shall be increased by an additional 2.0% per annum.

    
Default Rate  

 
At any time when an event of default has occurred and is continuing and upon written 
election of 
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Required Lenders (to be defined in the Loan Documents) all amounts due under the 
Facility shall bear interest at 2.0% above the interest rate otherwise applicable thereto.

   
Rate and Fee Basis  

 
All per annum rates shall be calculated on the basis of a year of 360 days and the actual 
number of days elapsed.

   
Unused Revolver Fee  

 
A fee in an amount equal to 0.50% per annum times the unused portion of the Revolver 
shall be due and payable monthly in arrears.



                    

Annex A-II  

Fees  

[REDACTED]  

   

-10-



  

Annex B  

The initial availability of the Facility is subject to the satisfaction of each of the following conditions precedent:  

(a) Delivery of Loan Documents customary for transactions of this type duly executed by the Loan Parties (or 
applicable third parties as the case may be) including a credit agreement, security agreements, control agreements, landlord 
waivers, mortgages, pledge agreements, intercreditor agreements and intercompany subordination agreements, and receipt of 
other documentation customary for transactions of this type including legal opinions, officers’ certificates, governing documents, 
evidence of corporate authority and certificates of status, payoff letters, instruments necessary to perfect the Agent’s first priority 
security interest in the Collateral, and certificates of insurance policies and/or endorsements naming Agent as additional insured 
or loss payee, as the case may be, all in form and substance consistent with the terms set forth in the Commitment Letter and 
otherwise on customary and commercially reasonable terms as may be agreed by the parties hereto; provided, that, to the extent 
the any landlord agreement, mortgage, certificates of insurance policies and/or endorsements naming Agent as additional insured 
or loss payee, as the case may be, or control agreement is not provided on the Closing Date after the Borrowers’ use of 
commercially reasonable efforts to do so, the delivery of such document shall not constitute a condition precedent to the 
availability of the Facility on the Closing Date but (i) such item shall be required to be delivered within a commercially 
reasonable time after the Closing Date and in any event within 90 days thereafter and (ii) to the extent certificates of casualty 
insurance and/or endorsements covering inventory are not received on the Closing Date, Agent may exclude inventory from the 
Borrowing Base until such certificates and/or endorsements are delivered;  

(b) Receipt of all documentation and other information required by bank regulatory authorities in connection with the 
Facility under “know your customer” and anti-money laundering rules and regulations, including, without limitation, the 
PATRIOT Act;  

(c) Minimum availability under the Facility plus unrestricted cash and cash equivalents of the Loan Parties (excluding 
cash and cash equivalents included in the Borrowing Base) at closing, after giving effect to the initial use of proceeds (including 
the payment of all fees and expenses (including Expenses), of not less than $35,000,000;  

(d) The following transactions shall have occurred prior to or concurrently with the initial extension of credit under the 
Facility:  

(i) There shall have been contributed to the equity of Parent at least $275,000,000 in cash from Sponsor and its 
respective affiliates and any other co-investors in AOT Bedding Holdings Corp., on terms and conditions reasonably satisfactory 
to Agent;  

(ii) The Acquisition shall be consummated in accordance with all applicable requirements of law;  

(iii) The Plan Sponsor Agreement, and the Restructuring Support Agreement (as defined in the Plan Sponsor 
Agreement and all other material documentation associated with the Acquisition (collectively, the “Acquisition 
Documentation”) shall be in form  
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and substance reasonably satisfactory to Agent (Agent hereby confirms that the terms of the Plan Sponsor Agreement and 
Restructuring Support Agreement provided to it on or prior to that date of the Commitment Letter are satisfactory); and  

(iv) the Acquisition shall be completed on the closing date in all material respects in accordance with the terms 
and conditions of the Acquisition Documentation, and no such terms or conditions shall have been amended or waived in any 
respect (other than amendments and waivers not adverse to Agent and/or Lenders in any respect) without the prior written 
consent of the Agent, which consent shall not be unreasonably withheld, conditioned or delayed.  

(e) Receipt of documentation evidencing the offering of the Senior Secured Notes in an aggregate principal amount 
not to exceed $425,000,000 by the Borrowers, all in form and substance reasonably satisfactory to Agent (Agent hereby confirms 
that the terms expressly set forth in the Description of Notes most recently provided to it on or prior to that date of the 
Commitment Letter are satisfactory), and delivery of intercreditor agreements in respect of the Senior Secured Notes, in form 
and substance reasonably satisfactory to Agent;  

(f) There has been no material change in Simmons’ corporate structure since the date of the Commitment Letter except 
as contemplated by the Plan (as defined below) and, after giving effect to the Transactions, the Borrowers and their subsidiaries 
shall not have outstanding any material indebtedness for borrowed money or preferred stock, other than (i) this Facility, (ii) up to 
$425 million of indebtedness under the Senior Secured Notes and (iii) certain other indebtedness and preferred stock expressly 
permitted under the Plan (as defined below) or the Plan Sponsor Agreement, including, without limitation, the Borrowers’ IRB 
loans and the Loan Agreement, dated December 12, 1997, between Banco Santander Puerto Rico and Simmons Caribbean 
Bedding, Inc. (which is guaranteed by Simmons Bedding Company);  

(g) Completion by Agent of the initial Borrowing Base, the results of which are reasonably satisfactory to Agent;  

(h) Either (1) the “Confirmation Order” (as defined in the Plan Sponsor Agreement) shall have become a “Final 
Order” as defined in the Plan (as defined below) or (2) an order approving the Facility pursuant to sections 364(c), (d), and (e) of 
the Bankruptcy Code, in form and substance reasonably satisfactory to Agent and based on a motion heard on not less than 
15 days’ notice, shall have been entered by the Bankruptcy Court (“Replacement DIP Order”); and  

(i) The “Confirmation Order” (as defined in the Plan Sponsor Agreement) shall have been entered and effective no 
fewer than 10 days prior to the Closing Date and shall not be subject to stay. The approved plan of reorganization attached to the 
Plan Sponsor Agreement (as in effect on the date hereof) as Exhibit A (the “Plan”) and entered Confirmation Order shall be in 
substantially identical form and substance as are attached to the Plan Sponsor Agreement as in effect on the date hereof, except 
for any amendment, modification, supplement or waiver made to the Confirmation Order or the Plan with the consent of the 
Agent, which consent shall not be unreasonably withheld, conditioned or delayed, and except for such modifications reasonably 
required by Agent to reflect and approve the assumption by the Reorganized Debtors of the Facility authorized by the 
Replacement DIP Order, if applicable. All  
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conditions precedent to the effectiveness of the Plan shall have been satisfied (or, with the prior written consent Agent, waived) 
in the reasonable judgment of Agent; provided, however, that except as consented to by Agent, the Bankruptcy Court’s retention 
of jurisdiction under the Confirmation Order shall not govern the enforcement of the Loan Documents or any rights or remedies 
related thereto.  

   

-13-  




