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SECURITIES AND EXCHANGE COMMISSION
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Information Statement Pursuant to Section 14(c) of the
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(Amendment No. 1)
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¨ No fee required.

x Fee computed on table below per Exchange Act Rules 14c-5(g) and 0-11.
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(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
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x Fee paid previously with preliminary materials.
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which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or
the Form or Schedule and the date of its filing.

(1). Amount Previously Paid:
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Dear Shareholder:

We are furnishing the enclosed information statement to the holders of the Class A common stock of Gaiam, Inc., a
Colorado corporation (�Gaiam�), in connection with the shareholder approval by written consent of (i) the sale by
Gaiam of all of the assets and liabilities, primarily related to, or used in, Gaiam�s fitness, yoga and wellness consumer
products business, referred to in the enclosed information statement as the �Brand Business� (the �Brand Business Sale�),
(ii) by a non-binding advisory vote, certain compensation arrangements, as described in the enclosed information
statement, for Gaiam�s named executive officers in connection with the Brand Business Sale, and (iii) the amendment
of Gaiam�s Amended and Restated Articles of Incorporation to change its corporate name to �Gaia, Inc.,� effective
following the consummation of the Brand Business Sale and upon filing of the articles of amendment with the
Colorado Secretary of State.

Following the completion of the Brand Business Sale, we will continue to own and operate the streaming subscription
business �Gaia,� referred to in this information statement as our �Subscription Business.� The Subscription Business is a
global digital video streaming service and online community that provides curated conscious media content to its
subscribers in over 100 countries. Over 90% of its 7,000 titles are available for streaming exclusively on Gaia through
almost any device connected to the Internet and 80% of the views are generated by content produced or owned by
Gaia. The subscription also allows our subscribers to download and view files from the library without being actively
connected to the internet.

After careful consideration, the transactions described above have each been unanimously approved by our board of
directors and by the holders of a majority of the voting interests of our issued and outstanding common stock at the
time of such approval, acting by written consent in lieu of a meeting. Our board of directors believes the Brand
Business Sale is advisable and in the best interest of Gaiam and its shareholders. Shareholders holding shares of
common stock representing a majority of the voting interest of our issued and outstanding common stock have
approved each of the transactions by written consent.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND US A PROXY

Because the transactions described above have been approved by less than the unanimous consent of our shareholders,
we are providing the accompanying information statement to shareholders of record as of (i) May 10, 2016, the record
date for the written consent approving the Brand Business Sale, and (ii) May 16, 2016, the record date for the written
consent approving the non-binding advisory vote of certain compensation arrangements in connection with the Brand
Business Sale, and the change of Gaiam�s corporate name to �Gaia, Inc.� The accompanying information statement is for
informational purposes only. However, we urge you to read the information statement in its entirety for a more
complete description of the transactions referenced above, and the actions taken by our board of directors and the
holders of a majority of the voting interests of our issued and outstanding common stock at the time of the approval of
the transactions.

Gaiam expects to consummate the Brand Business Sale on or after                     , 2016, which is a date that is at least
20 days after the first mailing of the accompanying information statement to the holders of our common stock. We
intend to first mail or deliver the enclosed information statement to our shareholders on or around                     , 2016.

We thank you for your continued support of Gaiam, Inc.

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 4



By Order of the Board of Directors,

                     , 2016 John Jackson, Secretary
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Gaiam, Inc.

833 West South Boulder Road

Louisville, Colorado 80027

PRELIMINARY INFORMATION STATEMENT

REGARDING

SHAREHOLDER ACTION TAKEN BY WRITTEN CONSENT

IN LIEU OF A MEETING

WE ARE NOT ASKING YOU FOR A PROXY

AND YOU ARE REQUESTED NOT TO SEND US A PROXY

We are furnishing this information statement to the shareholders of Gaiam, Inc., a Colorado corporation (�we,� �us,� �our,�
�Gaiam�), to inform you of the adoption of resolutions by written consent of the holders of a majority of the voting
interests of our issued and outstanding common stock, approving the following actions:

1. Authorize the sale by Gaiam of all of the assets and liabilities primarily related to, or used in Gaiam�s fitness, yoga
and wellness consumer products business, referred to in this information statement as the �Brand Business,� in the
following two related transactions:

a. the sale by Gaiam of all of the issued and outstanding membership interests of Gaiam Brand Holdco, LLC, a
Delaware limited liability company (�Brand Holdco�), that, directly, and indirectly through its subsidiaries,
owns all of the assets and liabilities primarily related to, or used in Gaiam�s fitness, yoga and wellness
consumer products business, referred to in this information statement as the �Brand Business,� other than the
assets and liabilities transferred and assigned pursuant to the terms of the FFL Purchase Agreement (as
defined below), in accordance with the Membership Interest Purchase Agreement by and among Gaiam,
Stretch & Bend Holdings LLC, a Delaware limited liability company (�Brand Purchaser�), and Sequential
Brands Group, Inc., a Delaware corporation (�Sequential�), dated as of May 10, 2016 (the �Brand Purchase
Agreement�), as more fully described in this information statement (the �Brand Sale�);

b. the sale by Gaiam, by causing the Brand Companies (as defined below in � Matter No. 1: The Brand Business
Sale � The Brand Business Sale�), to sell (i) inventory, (ii) accounts receivable and (iii) all other physical
assets, including, without limitation, equipment, furniture and other operating assets, in each case, related to
the Brand Business (such assets, collectively, the �FFL Acquired Assets�), in accordance with the Asset
Purchase Agreement by and among Gaiam and Fit for Life LLC, a Delaware limited liability company (�FFL
Purchaser�), dated as of May 10, 2016 (the �FFL Purchase Agreement�), pursuant to which FFL Purchaser also
will assume (i) specified trade payables of the Brand Companies, (ii) all liabilities and obligations arising
from or related to the FFL Acquired Assets in respect of the period on or after the closing date, and (iii) all
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liabilities and obligations set forth on the closing statement, as more fully described in this information
statement (the �Working Capital Sale,� and, together with the Brand Sale, the �Brand Business Sale�);
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2. Approve, by non-binding, advisory vote, certain compensation arrangements, as described in this information
statement, for Gaiam�s named executive officers in connection with the Brand Business Sale (the �Change-in-Control
Compensation�); and

3. Approve an amendment of Gaiam�s Amended and Restated Articles of Incorporation to change our corporate name
from �Gaiam, Inc.� to �Gaia, Inc.,� effective following the consummation of the Brand Business Sale and upon filing of
articles of amendment with the Colorado Secretary of State.

This information statement is furnished by Gaiam to shareholders that are entitled to vote on the actions discussed
above, but who have not consented to such action, to comply with the requirement of Section 7-107-104 of Colorado
Business Corporation Act (the �CBCA�). This information statement has been prepared in compliance with Schedule
14C of the Securities Exchange Act of 1934, as amended (the �Exchange Act�). We intend to first mail or deliver this
information statement to our shareholders on or around                     , 2016.

The record dates for shareholders entitled to notice of action taken by written consent by less than unanimous consent
of all shareholders entitled to vote upon such action is the close of business on May 10, 2016 and May 16, 2016,
which are the dates that written consents upon which the actions are being taken were received by Gaiam. Only
shareholders of record at the close of business on May 10, 2016 and May 16, 2016, are entitled to receive a copy of
this information statement. As of May 10, 2016 and May 16, 2016, there were 19,141,888 and 19,146,709 shares of
our Class A common stock, par value $0.0001 per share, respectively, and 5,400,000 shares of our Class B common
stock, par value $0.0001 per share, outstanding and entitled to vote. Holders of our Class A common stock are entitled
to one vote for each share held, and holders of our Class B common stock are entitled to ten votes for each share held.

In accordance with the CBCA and Gaiam�s Amended and Restated Bylaws, approval by written consent of the matters
set forth herein requires the affirmative vote of shareholders holding a majority of the voting interests of Gaiam�s
issued and outstanding common stock.

WE URGE YOU TO READ THIS INFORMATION STATEMENT AND THE ATTACHED ANNEXES

Our board of directors unanimously approved the Brand Business Sale, the Brand Purchase Agreement, and the FFL
Purchase Agreement after determining that the Brand Business Sale and entering into the Brand Purchase Agreement
are in the best interest of Gaiam and our shareholders.

Together with the announcement of the Brand Business Sale, Gaiam announced that it intends, contingent upon the
closing of the Brand Business Sale, to use a portion of the proceeds received from the Brand Business Sale to conduct
an issuer cash tender offer for up to an aggregate of 12 million shares of Gaiam�s Class A common stock or vested
stock options, at a price equal to $7.75 per share, on the terms and subject to the conditions set forth in the Offer to
Purchase and other tender offer materials. This information statement is not an offer to purchase or a solicitation of an
offer to sell securities, and it not a substitute for any offer materials that Gaiam will file with the Securities and
Exchange Commission. Upon commencement of the tender offer, Gaiam will file with the Securities and Exchange
Commission a tender offer statement on Schedule TO (including an Offer to Purchase contained therein) relating to
the tender offer. GAIAM SHAREHOLDERS ARE URGED TO READ CAREFULLY THESE DOCUMENTS
WHEN THEY BECOME AVAILABLE BECAUSE THEY CONTAIN IMPORTANT INFORMATION ABOUT
THE TENDER OFFER. Copies of these documents will be available for free after they are filed with the Securities
and Exchange Commission by visiting EDGAR on the Securities and Exchange Commission�s website at
www.sec.gov and on Gaiam�s website at corporate.gaiam.com. Gaiam intends to use the remainder of the proceeds
received from the Brand Business Sale for general corporate purposes, including growing the Subscription Business.
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The transactions described in this information statement will not be consummated until at least 20 days after the
mailing of this information statement to our shareholders.

The date of this information statement is                     , 2016.
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SUMMARY TERM SHEET

The following is a summary of certain information contained elsewhere in this information statement or in its annexes.
Reference is made to, and this summary is qualified in its entirety by, the more detailed information contained
elsewhere in this information statement and in the attached annexes. You should review this information statement
and the annexes to it so that you can gain a more complete understanding of the approved transactions.

The Brand Business Sale

� The Brand Business Sale. Gaiam has agreed to sell all of Gaiam�s assets and liabilities primarily related to, or
used in, the Brand Business for $167,000,000 in cash, subject to closing and post-closing adjustments. We
will retain all of our other assets, mainly consisting of the assets related to our Subscription Business. See
�Matter No. 1: The Brand Business Sale � The Brand Business Sale.�

� Reasons for the Brand Business Sale. Our board of directors considered a number of factors before deciding
to enter into the Brand Purchase Agreement and the FFL Purchase Agreement, including among other
things: potential increase in shareholder value; the price to be paid by Brand Purchaser and the FFL
Purchaser; the impending retirement of Gaiam�s Chief Executive Officer; the challenges of executing Gaiam�s
long-term business strategy; the opinion provided by Gaiam�s financial advisor as to the fairness to Gaiam of
the aggregate consideration to be received by Gaiam from the Brand Purchaser and the FFL Purchaser from
a financial point of view; the extensive bidding and sale process with respect to the Brand Business that led
to entering into the Brand Purchase Agreement and the FFL Purchase Agreement; the expectation that the
operating loss carryforward tax assets will be available to offset a substantial portion of the gain realized by
Gaiam in connection with the Brand Business Sale; the high likelihood of consummation; the terms and
conditions of the Brand Purchase Agreement and the FFL Purchase Agreement; the strategic and financial
benefits the Brand Business Sale is expected to provide to Gaiam; the future business prospects of the Brand
Business and the Subscription Business, either operating together or separately; the lack of synergies
between the distinct business segments; and potentially negative factors concerning the Brand Business Sale.
See �Matter No. 1: The Brand Business Sale � Reasons for the Brand Business Sale.�

� Recommendation of the Board of Directors. Our board of directors has determined by a unanimous vote of
the directors present at a meeting of the board of directors on May 10, 2016 that the Brand Business Sale is
desirable and in the best interests of Gaiam and our shareholders, and directed that the Brand Business Sale
be submitted to our shareholders for their approval. You should read �Matter No. 1: The Brand Business Sale �
Reasons for the Brand Business Sale� for a discussion of factors that our board of directors considered in
deciding to recommend the Brand Business Sale to our shareholders.

� Opinion of Gaiam�s Financial Advisor. Gaiam�s board of directors received an opinion from Stifel,
Nicolaus & Company, Incorporated (�Stifel�), Gaiam�s financial advisor, that, based upon and subject to the
procedures followed, limitations on the review undertaken, assumptions made and qualifications and other
matters contained in Stifel�s opinion, as of the date of Stifel�s opinion, the aggregate consideration of
$167,000,000 in cash to be received by Gaiam from Brand Purchaser and FFL Purchaser in the Brand
Business Sale pursuant to the Brand Purchase Agreement and the FFL Purchase Agreement was fair to

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 12



Gaiam, from a financial point of view. See �Matter No. 1: The Brand Business Sale � Opinion of Gaiam�s
Financial Advisor.�

� Use of Proceeds. Gaiam intends to use a portion of the proceeds received from Brand Business Sale to
conduct an issuer cash tender offer for up to an aggregate of 12 million shares of Gaiam�s Class A common
stock or vested stock options, and the remainder for general corporate purposes, including growing the
Subscription Business. See �Matter No. 1: The Brand Business Sale � Use of Proceeds.�

1
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The Brand Purchase Agreement

The following is a summary of the principal terms of the Brand Purchase Agreement:

� The total consideration for the purchase and sale of the membership interests in Brand Holdco is
$145,700,000 in cash, subject to closing and post-closing adjustments. See �Matter No. 1: The Brand
Business Sale � The Brand Purchase Agreement � Purchase Price.�

� The Brand Purchase Agreement contains a number of representations and warranties of Gaiam, with respect
to both Gaiam and the Brand Companies (as defined below in Matter No. 1: The Brand Business Sale), as
applicable, to Brand Purchaser. The sole recourse for any damages with respect to any breach of, or
inaccuracy in, Gaiam�s representations and warranties contained in the Brand Purchase Agreement shall be
the representation and warranty insurance policy obtained by Brand Purchaser, subject to certain limited
exceptions. The representations and warranties made by Gaiam and relating to both Gaiam and the Brand
Business relate to, among other things: organization and standing; authority and delivery; execution;
capitalization of the Brand Companies; enforceability; lack of conflict with other agreements and applicable
law; financial statements of the Brand Companies; no undisclosed liabilities; absence of changes or events;
title to certain assets; real property; intellectual property; material contracts; insurance matters; taxes; legal
proceedings and judgments; benefit plans; employees and labor matters; compliance with applicable laws
and permits; agreements with related parties; absence of unlawful payments; brokers; no other operations;
environmental matters; information technology assets; privacy; inventory; product liability; suppliers and
customers; and accounts receivable. See �Matter No. 1: The Brand Business Sale � The Brand Purchase
Agreement � Representations and Warranties� and �Matter No. 1: The Brand Business Sale � Representations
and Warranties Insurance Policy.�

� The joint conditions precedent to the obligations of each party to complete the Brand Sale include, among
others: (i) the expiration or termination of the applicable waiting period under applicable antitrust laws,
including the HSR Act (as defined below in Matter No. 1: The Brand Business Sale); and (ii) obtaining the
written consent of Gaiam shareholders required to approve the Brand Purchase Agreement and the
transactions contemplated by the Brand Purchase Agreement, which consent was received from a majority of
the voting interest of our issued and outstanding shares of common stock on May 10, 2016. See �Matter
No. 1: The Brand Business Sale � The Brand Purchase Agreement � Conditions to Closing� and �Matter No. 1:
The Brand Business Sale � Approval of the Transactions.�

� The conditions precedent to the obligations of Brand Purchaser (each of which may be waived by Brand
Purchaser in whole or in part prior to closing) to complete the Brand Sale include: (i) the representations and
warranties of Gaiam in the Brand Purchase Agreement must be true and correct, subject to certain materiality
qualifiers; (ii) Gaiam�s performance of and compliance with, in all material respects, covenants and
conditions set forth in the Brand Purchase Agreement on or before the date of closing of the Brand Sale;
(iii) the absence of a Material Adverse Effect (as defined below in �Matter No. 1: The Brand Business Sale �
The Brand Purchase Agreement � Representations and Warranties), or any events that would be reasonably be
expected to cause a Material Adverse Effect; (iv) the delivery of the signatures, certificates, instruments,
agreements, and other deliverables by Gaiam and the Brand Companies, as applicable, that are contemplated
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by the Brand Purchase Agreement; and (v) either the consummation of the Working Capital Sale or the
transfer and assignment of the FFL Acquired Assets from the Brand Companies to Gaiam. �See Matter No. 1:
The Brand Business Sale � The Brand Purchase Agreement � Conditions to Closing.�

� The conditions precedent to the obligations of Gaiam (each of which may be waived by Gaiam in whole or
in part prior to closing) to complete the Brand Sale include: (i) the representations and warranties of Brand
Purchaser in the Brand Purchase Agreement must be true and correct, subject to certain materiality
qualifiers; (ii) Brand Purchaser�s performance of and compliance with, in all

2
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material respects, covenants and conditions set forth in the Brand Purchase Agreement on or before the date
of closing of the Brand Sale; (iii) the delivery of the signatures, certificates, instruments, agreements, and
other deliverables by Brand Purchaser that are contemplated by the Brand Purchase Agreement; and (iv) the
consummation of the Working Capital Sale. �See Matter No. 1: The Brand Business Sale � The Brand
Purchase Agreement � Conditions to Closing.�

� From and after the closing of the Brand Sale, Gaiam will indemnify, hold harmless and reimburse Brand
Purchaser and certain of its related parties for any damages arising out of or relating to: (i) any failure by
Gaiam to perform any of its covenants; (ii) any unpaid indebtedness or unpaid transaction expenses not paid
and discharged in full on or prior to the date of closing of the Brand Sale; (iii) any liabilities expressly
retained by Gaiam in accordance with the Contribution Agreement (described and defined in �Matter No. 1:
The Brand Business Sale � Contribution Agreement�); (iv) any taxes relating to or arising from the
contribution of the Brand Business to Brand Holdco; (v) certain taxes related to the pre-closing period;
(vi) any pre-closing liabilities of the Brand Companies unrelated to the operation of the Brand Business; and
(vii) any shareholder proceedings commenced in connection with the transactions contemplated by the
Brand Purchase Agreement. Brand Purchaser is obtaining a representation and warranty insurance policy
which will provide the sole recourse in the event of any breaches of representations or warranties made by
Gaiam in the Brand Purchase Agreement and with respect to certain tax liabilities, subject to certain limited
exceptions. �See Matter No. 1: The Brand Business Sale � The Brand Purchase Agreement � Indemnification.�

� The Brand Purchase Agreement may be terminated at any time before closing with the mutual written
consent of Brand Purchaser and Gaiam, or by either party if the transactions contemplated by the Brand
Purchase Agreement have not been completed within 90 days after the execution of the Brand Purchase
Agreement (subject to extension), or an order of a governmental entity of competent jurisdiction effectively
restrains or prohibits the transactions contemplated by the Brand Purchase Agreement. In addition, the Brand
Purchase Agreement may be terminated by Brand Purchaser upon the occurrence of certain events,
including, without limitation, the following:

� there has been an uncured breach, inaccuracy in, or failure to perform any representation, warranty,
covenant, or other agreement made by Gaiam under the Brand Purchase Agreement that would cause
the conditions to the obligations of Brand Purchaser at closing not to be satisfied by the Outside Date
(as defined below in �Matter No. 1: The Brand Business Sale � The Brand Purchase Agreement �
Termination of the Brand Purchase Agreement and Termination Fee);

� Gaiam or its subsidiaries, including the Brand Companies, take certain specified actions with respect to
pursuing or attempting to initiate, or taking an action that could reasonably be expected to lead to an
Alternative Transaction Proposal (as described and defined below in �Matter No. 1: The Brand Business
Sale � The Brand Purchase Agreement � Non-Solicitation�); or

� Gaiam, its board of directors, or any committee of the board of directors publicly make a
recommendation in favor of an Alternative Transaction Proposal or approve or adopt an Alternative
Transaction Proposal.
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See �Matter No. 1: The Brand Business Sale � The Brand Purchase Agreement � Termination of the Brand Purchase
Agreement.�

� Gaiam must pay to Brand Purchaser a termination fee equal to $5,010,000 (the �Termination Fee�) in the event
that the Brand Purchase Agreement is terminated (i) by Brand Purchaser, in connection with Gaiam�s breach
of its obligations regarding Alternative Transactions, (ii) by either Gaiam or Brand Purchaser, due to the
failure to close the Brand Business Sale by or before the Outside Date and Gaiam or Brand Purchaser not
having the right to terminate the Brand Purchase Agreement as a result of a breach or failure by the other
party to perform any of its representations, warranties, covenants or other agreements contained in the Brand
Purchase Agreement and Gaiam�s entering into a definitive

3
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agreement with any third party to consummate, or consummates, an Alternative Transaction, in some cases
up to nine months after termination of the Brand Purchase Agreement, or (iii) by Gaiam, if Gaiam receives a
Superior Proposal and enters into a definitive agreement with any third party with respect to such Superior
Proposal. See �Matter No. 1: The Brand Business Sale � The Brand Purchase Agreement � Termination of the
Brand Purchase Agreement.�

� From and after the execution of the Brand Purchase Agreement, Gaiam may not solicit or encourage any
proposal or offer that either is or would reasonably be expected to lead to an Alternative Transaction
Proposal. In the event that Gaiam or its board of directors receives an Alternative Transaction Proposal
which the board of directors reasonably believes to be a Superior Proposal (as defined below in �Matter
No. 1: The Brand Purchase Sale � The Brand Purchase Agreement � Non-Solicitation�), Gaiam may engage in
negotiations with the prospective purchaser who made the Superior Proposal and ultimately terminate the
Brand Purchase Agreement, subject to payment of the Termination Fee to Brand Purchaser.

The FFL Purchase Agreement

The following is a summary of the principal terms of the FFL Purchase Agreement:

� The total consideration for the purchase and sale of the FFL Acquired Assets is $21,300,000 in cash, subject
to closing and post-closing adjustments for working capital. See �Matter No. 1: The Brand Business Sale � The
FFL Purchase Agreement � Purchase Price.�

� The FFL Purchase Agreement contains a number of limited representations and warranties of Gaiam, with
respect to Gaiam only, to FFL Purchaser. Gaiam is not making any representations or warranties with respect
to the Acquired Assets (or the FFL Assumed Liabilities) and Gaiam will sell the FFL Acquired Assets �as-is�
and �where is.� The representations and warranties made by Gaiam relate to, among other things: organization;
authority and delivery; execution; enforceability; lack of conflict with other agreements and applicable law;
and brokers. The FFL Purchase Agreement contains a number of representations and warranties of FFL
Purchaser to Gaiam. The representations and warranties made by FFL Purchaser relate to, among other
things: organization; authority and delivery; execution; enforceability; lack of conflict with other agreements
and applicable law; brokers; solvency; availability of financing to FFL Purchaser to fund the purchase price;
and the lack of representations and warranties with respect to the FFL Acquired Assets and, among other
things, financial projections related to the FFL Acquired Assets. See �Matter No. 1: The Brand Business Sale �
The FFL Purchase Agreement � Representations and Warranties.�

� The closing of the Working Capital Sale shall occur immediately before the closing of the Brand Sale and
shall occur no earlier than three business days after Gaiam delivers a written notice to FFL Purchaser
containing (i) a statement that the closing conditions under the Brand Purchase Agreement have been
satisfied or waived and that Gaiam and Brand Purchase are ready and prepared to close the Brand Sale,
subject only to the occurrence of the closing of the Working Capital Sale, and (ii) the date on which the
closing under the Brand Purchase Agreement is to occur (which date will be at least three business days after
the delivery of the written notice). At the closing of the Working Capital Sale, Gaiam and FFL Purchaser
shall deliver the signatures, instruments, agreements, and other deliverables that are contemplated by the
FFL Purchase Agreement. �See Matter No. 1: The Brand Business Sale � The FFL Purchase Agreement �
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Conditions to Closing.�

� Either Gaiam or FFL Purchaser may terminate the FFL Purchase Agreement at any time before closing if the
Brand Purchase Agreement has been validly terminated in accordance with its terms. Gaiam may also
terminate the FFL Purchase Agreement if FFL Purchaser fails to fund the net closing consideration at the
closing of the Working Capital Sale. See �Matter No. 1: The Brand Business Sale � The FFL Purchase
Agreement � Termination of the FFL Purchase Agreement.�

4
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Voting Agreement

� On May 10, 2016, in connection with the execution of the Brand Purchase Agreement, one director, and an
entity controlled by a director, in their respective capacities as shareholders, each owning more than 10% of
Gaiam�s issued and outstanding common stock, entered into separate voting agreements with Gaiam,
pursuant to which each such shareholder agreed (among other things) to vote beneficially-owned shares of
Gaiam�s common stock in favor of the Brand Business Sale and against any Alternative Transaction
Proposal. Collectively, the shareholders party to the voting agreements beneficially owned 2,926,710 shares
of Gaiam�s Class A common stock and 5,400,000 shares of Gaiam�s Class B common stock, representing
approximately 77.8% of the voting interest of Gaiam�s common stock, as of May 10, 2016. See �Matter No. 1:
The Brand Business Sale � Voting Agreement.� On May 10, 2016, these shareholders executed a written
consent approving the Brand Business Sale, Brand Purchase Agreement and the FFL Purchase Agreement,
and the transactions contemplated by the Brand Purchase Agreement and the FFL Purchase Agreement. See
�Matter No. 1: The Brand Business Sale � Approval of the Transactions.�

No Dissenters� Right of Appraisal

� Under applicable law, our shareholders do not have dissenters� right of appraisal in connection with the
Brand Business Sale.

Tax Consequences of the Brand Business Sale

� Our U.S. shareholders will not realize any gain or loss for U.S. federal income tax purposes as a result of the
Brand Business Sale. See �Matter No. 1: The Brand Business Sale � U.S. Federal Income Tax Consequences
of the Brand Business Sale.�

Interests of Certain Persons in or Opposition to Matters to be Acted Upon

� Other than as set forth in this information statement, Gaiam is not aware of any material interest, direct or
indirect, by way of beneficial ownership of securities or otherwise, of any director, executive officer or any
associate or affiliate of any of the foregoing, in any of the matters to be acted upon.

� The Brand Business Sale may result in certain payments being payable to Gaiam�s executive officers. Gaiam
estimates that in connection with the Brand Business Sale, its executive officers will receive the following
change-in-control benefits (calculated assuming that the Brand Business Sale was consummated on May 10,
2016): transaction bonuses for each of Gaiam�s four executive officers of between $228,390 and $409,070,
severance payments for three of Gaiam�s executive officers of between $265,200 and $475,000, and
accelerated vesting of 18,000 and 23,250 outstanding options held by two of Gaiam�s executive officers. See
�Matter No. 1: The Brand Business Sale � Interests of Certain Persons in or Opposition to Matters to be Acted
Upon � Potential Payments Upon a Change-in-Control.�

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 20



� It is expected that following the closing of the Brand Business Sale, FFL Purchaser will offer employment to
95 of our employees, including certain of our executive officers.

Change-in-Control Compensation

In connection with the Brand Business Sale, certain of our named executive officers will be entitled to additional
compensation including:

� a transaction bonus in an amount not to exceed 150% of such named executive officer�s annual salary as of
the trigger date, net of each such officer�s operating bonus paid in connection with the prior fiscal year;
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� accelerated vesting of 50% of all unvested stock options held by such officer at the trigger date;

� each of our named executive officers that will be terminated in connection with the Brand Business Sale will
receive cash severance in a lump sum equal to such named executive officer�s current annual salary; and

� our Chief Executive Officer will continue to receive COBRA coverage at active-employee rates for one year
after the trigger date.

Gaiam estimates that in connection with the Brand Business Sale, its executive officers will receive the following
change-in-control benefits (calculated assuming that the Brand Business Sale was consummated on May 10, 2016):
transaction bonuses for each of Gaiam�s four executive officers of between $228,390 and $409,070, severance
payments for three of Gaiam�s executive officers of between $265,200 and $475,000, and accelerated vesting of 18,000
and 23,250 outstanding options held by two of Gaiam�s executive officers. See �Matter No. 1: The Brand Business Sale �
Change-in-Control Compensation.�

Name Change

� Immediately after the completion of the Brand Business Sale, in accordance with the Brand Purchase
Agreement, Gaiam will change its corporate name to �Gaia, Inc.� See �Matter No. 3: The Name Change.�

Approval of Transactions

� On May 10, 2016, shareholders owning, in the aggregate, a majority of the voting interest of our issued and
outstanding shares of common stock, executed and delivered to us, a written consent, approving the Brand
Business Sale, the Brand Purchase Agreement, and the FFL Purchase Agreement. On May 16, 2016,
shareholders owning, in the aggregate, a majority of the voting interest of our issued and outstanding shares
of common stock, executed and delivered to us, a written consent, approving (i) on advisory basis, the
Change-in-Control Compensation, and (ii) the Name Change (as defined below in �Matter No. 3: The Name
Change�). As a result, each of the matters and the transactions contemplated thereby were approved and
adopted by holders of a majority of the shares of Gaiam�s voting stock, as required by Section 7-112-102 of
the CBCA and Gaiam�s Amended and Restated Bylaws. No vote of any other shareholder is necessary to
approve and adopt (i) the Brand Business Sale, the Brand Purchase Agreement and the FFL Purchase
Agreement, (ii) on an advisory basis, the Change-in-Control Compensation, and (iii) the Name Change. See
�Approval of the Transactions.�

6
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This information statement contains forward-looking statements within the meaning of the U.S. Private Securities
Litigation Reform Act of 1995, Section 27A of the U.S. Securities Act of 1933, as amended, and Section 21E of the
U.S. Securities Exchange Act of 1934. Forward-looking statement relate to matters that are not historical facts and
provide our current expectations and forecasts about future events. Forward-looking statements may be identified by
the use of words such as �anticipate,� �believe,� �plan,� �estimate,� �expect,� �strive,� �future,� �intend,� and comparable terminology
or the negatives of those words, or by discussions of strategy. While we believe our assumptions and expectations
underlying forward-looking statements are reasonable, there can be no assurance that actual results will not be
materially different. Risks and uncertainties that could cause actual results to differ include, without limitation, failure
to consummate or delays in consummating the Brand Business Sale, transaction costs associated with the Brand
Business Sale, unexpected losses of economies of scope or scale, a decrease or adjustment in the purchase price or
other amendment to the Brand Purchase Agreement or the FFL Purchase Agreement, failure to obtain necessary
governmental approvals, and other risks and uncertainties included in reports we file with or furnish to the Securities
and Exchange Commission. We caution you that no forward-looking statement is a guarantee of future performance,
and you should not place undue reliance on these forward-looking statements which reflect our view only as of the
date of this information statement. We undertake no obligation to update any forward-looking information.

7
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APPROVAL OF THE TRANSACTIONS

On May 10, 2016 at a meeting, after consultation with Gaiam�s financial and legal advisors, and upon consideration of
a number of factors that the board of directors believed supported its decision, our board of directors unanimously
approved (i) the Brand Business Sale and the Brand Purchase Agreement, including the forms of ancillary documents
to be attached as exhibits to the Brand Purchase Agreement, (ii) on an advisory basis, the Change-in-Control
Compensation, and (iii) the Name Change. For a discussion of the factors considered by Gaiam�s board of directors see
�Matter No. 1: The Brand Business Sale � Reasons for the Brand Business Sale.�

Section 7-112-102 of the CBCA permits a Colorado corporation to sell all or substantially all of its assets if the sale is
approved by shareholders holding a majority of the votes entitled to be cast on the transaction. Each share of Gaiam�s
Class A common stock is entitled to one vote per share and each share of Gaiam�s Class B common stock is entitled to
ten votes per share. As of May 10, 2016 and May 16, 2016, the record dates for determining shareholders entitled to
receive notice of action taken without a meeting, there were approximately 19,141,888 and 19,146,709 shares of
Gaiam�s Class A common stock, respectively, and 5,400,000 shares of Gaiam�s Class B common stock issued and
outstanding.

On May 10, 2016, one of our directors, Jirka Rysavy, and Prentice Consumer Partners, LP (executed by Prentice
Capital Management, LP, its investment manager), in their respective capacities as shareholders, beneficially owning
in the aggregate, 2,926,710 shares of Gaiam�s Class A common stock and 5,400,000 shares of Gaiam�s Class B
common stock, (representing approximately 77.8% of the voting power of Gaiam�s issued and outstanding shares of
common stock as of May 10, 2016), each executed and delivered their written consent to us, approving and adopting
the Brand Business Sale, the Brand Purchase Agreement and the FFL Purchase Agreement. Michael Zimmerman, one
of our directors, shares voting and dispositive power over the securities beneficially owned by Prentice Consumer
Partners, LP. On May 16, 2016, the same shareholders approved by written consent (i) on an advisory basis, the
Change-in-Control Compensation, and (ii) the Name Change. As a result, the Brand Business Sale, the Brand
Purchase Agreement and the FFL Purchase Agreement were approved and adopted by holders of a majority of the
shares of Gaiam�s voting stock, as required by Section 7-112-102 of the CBCA and Gaiam�s Amended and Restated
Bylaws. No vote of any other shareholder is necessary to approve and adopt (i) the Brand Business Sale, the Brand
Purchase Agreement and the FFL Purchase Agreement, (ii) on an advisory basis, the Change-in-Control
Compensation, and (iii) the Name Change, and therefore we are not soliciting shareholder votes.

It is contemplated that the Brand Business Sale will be consummated 20 days after the mailing of this information
statement or as immediately thereafter as practicable once the other closing conditions contained in the Brand
Purchase Agreement and the FFL Purchase Agreement are satisfied or waived. See �Matter No. 1: The Brand Business
Sale � The Brand Purchase Agreement � Closing Conditions.� and �Matter No. 1: The Brand Business Sale � The FFL
Purchase Agreement � Closing Conditions.� It is expected that Gaiam will change its corporate name to �Gaia, Inc.�
immediately after the closing of the Brand Business Sale, or as soon as practicable thereafter, upon filing articles of
amendment with the Colorado Secretary of State.

8
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THE COMPANIES

Gaiam, Inc.

Gaiam, Inc., known in this information statement as �we,� �us,� �our,� or �Gaiam,� is a publicly traded Colorado corporation,
whose shares of Class A common stock are traded on the Nasdaq Capital Market under the symbol �GAIA.�

Since its start in 1996, Gaiam has built a consumer products business in the markets for yoga, fitness, and wellness
products and related content, which are sold through Gaiam�s websites as well as national retailers such as Target,
Kohl�s, Dick�s Sporting Goods, Whole Foods, Barnes and Noble, and Macy�s. Gaiam brands include: Gaiam, focused on
yoga and fitness; Gaiam Restore, focused on wellness; SPRI by Gaiam, focused on fitness; and Gaia, a global digital
video subscription service. Prior to 2015, Gaiam also produced and marketed eco-friendly products through catalogs
and Gaiam.com. The catalog business was phased out to focus on core yoga, fitness, and wellness products. While this
ultimately reduced revenues, profitability was greatly improved.

Gaia is a digital subscription service and online community focusing on personal transformation and longevity. It
provides members access to approximately 7,000 video titles, 90% of which are available exclusively to subscribers
for digital streaming on almost any internet-connected device anytime, anywhere. Approximately 80% of the views
are generated by content produced or owned by Gaia. The subscription also allows our subscribers to download and
view files from the library without being actively connected to the Internet.

On February 20, 2015, our wholly-owned subsidiary Gaia, Inc. filed a registration statement on Form 10 in connection
with the previously announced proposed separation of the Subscription Business segment from the Brand Business
segment into two separate publicly traded companies.

On May 4, 2016, Gaiam divested its majority interest in Natural Habitat, Inc. (�Natural Habitat�), which operates an
adventure travel and ecotourism travel business which provides eco-conscious expeditions and nature-focused
small-group tours led by renowned expedition leaders to explore the planet�s most remarkable natural destinations (the
�Travel Business�).

In order to effect the Name Change, our subsidiary will first release the corporate name �Gaia, Inc.� in the state of
Colorado by changing its name from Gaia, Inc. at or immediately following the closing of the Brand Business Sale.

The mailing address and telephone number of our principal executive office are:

833 West South Boulder Road

Building G

Louisville, CO 80027-2452

Tel: (303) 222-3600

We file annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K with the
Securities and Exchange Commission. These reports, any amendments to these reports, proxy and information
statements and certain other documents we file with the Securities and Exchange Commission are available through
the Securities and Exchange Commission�s website at www.sec.gov or free of charge on our website as soon as
reasonably practicable after we file the documents with the Securities and Exchange Commission. The public may
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also read and copy these reports and any other materials we file with the Securities and Exchange Commission at the
Securities and Exchange Commission�s Public Reference Room at 100 F Street, NE, Washington, D.C. 20549. You
may obtain information on the operation of the Public Reference Room by calling the Securities and Exchange
Commission at 1 (800) SEC-0330.
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Parties to the Brand Business Sale

Sequential Brands Group, Inc.

Sequential Brands Group, Inc. (�Sequential�) is a publicly traded Delaware corporation, whose shares of common stock
are traded on the Nasdaq Capital Market under the symbol �SQBG.� Sequential is the direct parent of Brand Purchaser.

Sequential owns, promotes, markets, and licenses a portfolio of consumer brands in the fashion, active, and lifestyle
categories. Sequential seeks to ensure that its brands continue to thrive and grow by employing strong brand
management, design and marketing teams. Sequential has licensed and intends to license its brands in a variety of
consumer categories to retailers, wholesalers and distributors in the United States and around the world.

Sequential�s objective is to build a diversified portfolio of lifestyle consumer brands by growing its existing portfolio
and by acquiring new brands. To achieve its objective, Sequential intends to increase licensing of existing brands by
adding additional product categories, expanding the brands� distribution and retail presence and optimizing sales
through innovative marketing that increases consumer awareness and loyalty; develop international expansion through
additional licenses, partnerships, joint ventures and other arrangements with leading retailers and wholesalers outside
the United States; and acquire consumer brands or the rights to such brands with high consumer awareness, broad
appeal, applicability to a range of product categories and an ability to diversify its portfolio. In assessing potential
acquisitions or investments, Sequential primarily evaluates the strength of the targeted brand as well as the expected
viability and sustainability of future royalty streams.

Sequential�s business strategy is designed to maximize the value of its brands through entry into licenses with partners
that are responsible for designing, manufacturing and distributing its licensed products. Sequential licenses its brands
with respect to a broad range of products, including apparel, eyewear, footwear and fashion accessories. Sequential
currently has more than 75 licensees, almost all of which are wholesale licensees. Each of Sequential�s licensees has a
stipulated territory or territories, as well as distribution channels in which the licensed products may be sold.
Currently, the majority of Sequential�s revenues are derived from U.S. based licenses.

On August 15, 2014, Sequential acquired four well-known consumer brands including fitness brand Avia and
basketball brand AND1. In connection with the transaction, The Carlyle Group L.P., of which Galaxy Brands, LLC
was a portfolio company, became a significant shareholder in Sequential, and received one seat on the Sequential
board of directors.

On April 8, 2015, Sequential acquired a majority interest in the intellectual property rights associated with the With
You brand and other rights. Founded in 2005, With You is a signature lifestyle concept inspired by and designed in
collaboration with Jessica Simpson. The growing brand offers 31 product categories including footwear, apparel,
fragrance, fashion accessories, maternity apparel, girl�s clothing and a home line. The brand is supported by nearly 20
best-in-class licensees and has strong department store distribution through Dillard�s, Macy�s, Belk, Lord & Taylor and
Nordstrom, among other independent retailers.

On September 11, 2015, Sequential purchased certain intellectual property assets used or held for use in Joe�s Jeans
Inc.�s business operated under the brand names �Joe�s Jeans,� �Joe�s,� �Joe�s JD� and �else.� Joe�s Jeans Inc. retained certain
branded retail stores and other assets. Sequential accounted for the acquisition as a business combination in
accordance with Financial Accounting Standards Board Accounting Standards Codification 805 Business
Combinations.
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On December 4, 2015, Sequential acquired Martha Stewart Living Omnidmedia, Inc. (�MSLO�). MSLO is a leading
provider of original, �how-to� information, inspiring and engaging consumers with unique lifestyle content and
beautifully designed, high-quality products. In connection with the transaction, Martha Stewart became a significant
shareholder and a member of the Sequential board of directors.
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The mailing address and telephone number of Sequential�s principal executive office are:

601 West 26th Street, 9th Floor

New York, NY 10001

Tel: (646) 564-2577

Stretch & Bend Holdings, LLC

Stretch & Bend Holdings, LLC, also known in this information statement as �Brand Purchaser,� is a Delaware limited
liability company and a wholly-owned subsidiary of Sequential. Brand Purchaser was formed on April 25, 2016 for
the purpose of effecting the Brand Business Sale. To date, Brand Purchaser has not conducted any activities other than
those activities incidental to its formation and the matters contemplated by the Brand Purchase Agreement in
connection with the Brand Business Sale. Effective June 2, 2016, Brand Purchaser changed its name to SBG-Gaiam
Holdings, LLC.

The mailing address and telephone number of Brand Purchaser�s principal executive office are:

c/o Sequential Brands Group, Inc.

601 West 26th Street, 9th Floor

New York, NY 10001

Tel: (646) 564-2577

Fit for Life LLC

Fit for Life LLC, also known in this information statement as �FFL Purchaser,� is a Delaware limited liability company
formed on September 28, 2015 for the purpose of effecting the Working Capital Sale. To date, FFL Purchaser has not
conducted any activities other than those activities incidental to its formation and the matters contemplated by the FFL
Purchase Agreement in connection with the Brand Business Sale. Brand Purchaser expects to license certain rights
and transfer certain assets and liabilities acquired under the Brand Purchase Agreement to FFL Purchaser upon
consummation of the Brand Sale.

The mailing address and telephone number of FFL Purchaser�s principal executive office are:

Fit For Life LLC

31 West 34th Street, 11th Floor

New York, NY 10001

(917) 359-3900

Gaiam Brand Holdco, LLC
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Gaiam Brand Holdco, LLC, also known in this information statement as �Brand Holdco,� is a Delaware limited liability
company and a wholly-owned subsidiary of Gaiam. Brand Holdco was formed on March 15, 2016, to hold all of the
assets and liabilities of the Brand Business, as described further in �Matter No. 1: The Brand Business Sale,� for the
purpose of effecting the Brand Business Sale. To date, Brand Holdco has not conducted any activities other than those
activities incidental to its formation and the matters contemplated by the Brand Purchase Agreement in connection
with the Brand Business Sale. After the completion of the Brand Sale, Brand Holdco will be wholly-owned by Brand
Purchaser.

The mailing address and telephone number of Brand Holdco�s principal executive office are:

833 West South Boulder Road

Building G

Louisville, CO 80027-2452

Tel: (303) 222-3600
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MATTER NO. 1: THE BRAND BUSINESS SALE

The Brand Business Sale

At closing, if the Brand Business Sale is completed, Brand Purchaser and FFL Purchaser would acquire substantially
all of the assets and assume substantially all of the liabilities, primarily related to, or used in, the Brand Business. The
assets and liabilities associated with the Brand Business are held by Brand Holdco, through its direct and indirect
subsidiaries (the �Brand Business Subsidiaries,� and together with Brand Holdco, each a �Brand Company� and
collectively, the �Brand Companies�).

The Brand Business develops and markets fitness and yoga accessories, apparel, and media. The Brand Business
includes the �Gaiam,� �Gaiam Restore,� and �SPRI� products. These products are sold primarily through major national
retailers in the United States, Canada, Europe, and other countries, with placement in over 38,000 retail doors
worldwide. The Brand Business products are also marketed and sold through branded websites and catalogs. The
products and services are targeted to all levels of yoga and fitness enthusiasts, including professionals. We believe that
consumers are attracted to our products because of their design, functional characteristics, and our unique brand
heritage. Accessories include yoga mats, bags, straps and blocks, media content including digital media and apps,
restorative and massage accessories such as rollers, resistance cords and balance balls, and various other offerings.
Apparel products include pants, shorts, tops and jackets designed around yoga.

We believe that the Brand Business� business activities have positioned the Brand Business� brands as trusted sources
for products that are relevant to consumers� active lifestyles. In the United States, the Brand Business has a broad
distribution network including top retail accounts such as Target, Kohl�s, Dick�s Sporting Goods, Whole Foods, Barnes
and Noble, and Macy�s. The Brand Business also sells through its own gaiam.com and spri.com websites, online
retailers such as Amazon, and digital channels such as iTunes. The Brand Business also operates internationally with
both the Gaiam and SPRI brands in Australia, Canada, the UK, other parts of Europe, and South Korea. The business
is vertically integrated from product design and content creation, to product development and sourcing, and ultimately
to customer service and distribution.

The Brand Business objective is to drive sustainable and profitable growth by leveraging its brands� market positions
and heritage to expand product offerings and distribution channels as well as utilize innovative marketing to increase
consumer engagement. Recent examples of Gaiam�s brand product extensions include the 2012 launch of Gaiam
Restore and SPRI Dynamic Recovery brands, at-home rehabilitative and restorative products, the 2013 launch of our
SPRI Cross Train line of high-intensity fitness accessories, the 2015 launch of apparel and upcoming lines of stress
relief and relaxation products and condition specific wellness products slated for 2016.

With the acquisition of Yoga Studio (a yoga app for mobile and tablet devices) in the fourth quarter of 2014, the
Brand Business launched an interactive digital strategy. The Brand Business has also invested in online branding and
digital offerings, developed emerging talent, utilized social media, and sponsored local events to increase consumer
engagement.

Gaiam directly owns all of the issued and outstanding membership interests of Brand Holdco, and immediately prior
to the execution of the Brand Purchase Agreement, Gaiam contributed all remaining assets of the Brand Business to
Brand Holdco. Upon the terms and subject to the conditions of the Brand Purchase Agreement, including the
satisfaction of the closing conditions, Brand Purchaser will purchase from Gaiam all of the issued and outstanding
membership interests of Brand Holdco for $145,700,000 in cash, subject to adjustments at closing and post-closing.
Upon the terms and subject to the conditions of the FFL Purchase Agreement, immediately before the closing of the
Brand Sale, FFL Purchaser will purchase from the Brand Companies, the FFL Acquired Assets for $21,300,000 in
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cash, subject to adjustments at closing and post-closing, and assume the FFL Assumed Liabilities. The Brand Business
Sale will constitute a sale of substantially all of Gaiam�s assets under Colorado law.
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Background of the Brand Business Sale

Gaiam has historically acquired and developed businesses and, when the board of directors determined it appropriate,
explored strategic alternatives to maximize the value of those businesses for the benefit of Gaiam and its shareholders.
For example, Gaiam owned and built Real Goods Solar, Inc. (�RGSI�), a residential and commercial solar energy power
system installer, from 1991 to the consummation of RGSI�s initial public offering in 2008. Gaiam monetized the
investment in RGSI during and after that initial public offering. Another example is Gaiam�s development of its
entertainment media distribution business segment, which it built through acquisitions and organic growth from 2005
to 2013, when it divested that business segment in a private sale.

Gaiam�s business has been principally comprised of two distinct business segments: (i) the Brand Business, and (ii) the
Subscription Business. As each of these segments has expanded, Gaiam�s board of directors and executive
management have become aware of several factors that suggest that the segments would benefit from operating
independently from each other. Those factors include, without limitation, the following:

� Business focus. The two business segments are very different and provide few, if any, synergies to each
other. Operating independently would permit each segment and its respective management team to focus on
the segment�s core business and growth opportunities

� Market value. Gaiam believes that the public markets and securities analysts have a difficult time evaluating
Gaiam because its business consists of a combination of two distinct business lines. The board of directors
believes that the public market participants may not fully understand each of the business lines and that it is
more difficult to compare Gaiam to companies that primarily operate in only one of Gaiam�s business lines.
As a result, Gaiam believes that the market prices of Gaiam�s Class A common stock do not accurately reflect
the total value of its two business lines.

� Better-defined investment option for investors. Operating the Brand Business and the Subscription Business
together makes it difficult for investors to define the investment opportunity that Gaiam represents. If Gaiam
limited its operations to one of these segments, it may provide investors with a better-defined investment
option that may be more attractive to investors than the investment option of one combined company. In
addition, the investment community, including analysts, shareholders and prospective investors, should be
able to better evaluate Gaiam�s merits and future prospects if operating only one segment, thereby enhancing
the likelihood that the company will receive appropriate market recognition of its performance and potential.

� Capital resources. Operating the Brand Business and the Subscription Business together means
that the two segments inevitably must compete internally for capital resources. This reality makes
it difficult to dedicate Gaiam�s capital resources in a way that maximizes the potential of each
segment.

� Management incentives. Each of the Brand Business and the Subscription Business operates with largely
different management personnel and employee bases. Gaiam�s Class A common stock currently represents an
interest in both the Brand Business and the Subscription Business, which makes it difficult to structure
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equity incentive compensation programs that are tied closely to the efforts and performance of each
segment�s respective management team and employees.

Over the last few years, Gaiam began to explore new strategies for growth in order to enhance its financial
performance and increase shareholder value. Gaiam�s board of directors and its senior leadership, in consultation with
its advisors, considered a wide range of transactions as alternatives to maximize shareholder value, including the
continuation of Gaiam�s current operating strategy, the issuance of a tracking stock and potential divestitures,
acquisitions and capital formation transactions. As a result of these evaluations, and after considering a variety of
factors surrounding the operations and financial results of the Subscription Business and the Brand Business, Gaiam�s
management and its board of directors concluded that pursuing the separation of the businesses into two independent
public companies in a spin-off structured to be tax-free to shareholders was the course most likely to best position the
Subscription Business and the Brand Business for success and create the greatest enhancement to shareholder value.
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In each of January, March and June of 2014, February, June, October and December of 2015, and February and April
of 2016, Gaiam�s board of directors met to discuss the spin-off. In these meetings, Gaiam�s board of directors
considered, among other things, the benefits to the businesses and to Gaiam�s shareholders that are expected to result
from the spin-off, the capital allocation strategies and dividend policies for the separated companies, the allocation of
Gaiam�s existing assets, liabilities and businesses between the separated companies, the terms of certain commercial
relationships between the separated companies that would exist following the spin-off, the corporate governance
arrangements that would be in place at each company following the spin-off and the appropriate members of senior
management at each company following the spin-off. In August of 2014, Gaiam�s board of directors approved a plan to
separate Gaiam into two independent publicly-traded companies by a tax-free spin-off of the Subscription Business.
The separation was to be effected by the pro rata distribution of the common stock of Gaia, Inc., one of Gaiam�s
wholly-owned subsidiaries which, at the time of the distribution, would hold the assets and liabilities associated with
the Subscription Business.

On February 20, 2015, Gaiam�s wholly-owned subsidiary Gaia, Inc. filed a registration statement on Form 10 as a step
in the spin-off process. Gaia, Inc. subsequently filed Amendment No. 1 to the Form 10 on May 29, 2015, Amendment
No. 2 to the Form 10 on September 9, 2015 and Amendment No. 3 to the Form 10 on February 17, 2016.

At a meeting on February 26, 2015, the board of directors agreed that since consummation of the spin-off process
would likely take a significant portion of 2015, it made sense to simultaneously consider other strategic alternatives
for Gaiam. After reviewing and discussing all of the reports, analyses and recommendations of management, the board
of directors unanimously concluded that it was in the best interests of Gaiam�s shareholders to actively explore the sale
of the Brand Business and Gaiam�s interest in Natural Habitat while the spin-off process continued.

During a telephonic meeting on March 6, 2015, the board of directors discussed the engagement of a qualified
investment bank to assist Gaiam with considering, evaluating and exploring various strategic alternatives with respect
to the potential divestment of Gaiam�s Brand Business, and determined that it was advisable to do so. The board of
directors authorized management to contact investment banks to discuss a potential engagement.

At a March 30, 2015 meeting, the board of directors met with representatives of Stifel to discuss Gaiam�s engagement
of Stifel as its investment bank to assist with the marketing, planning, execution and closing of the sale of the Brand
Business and Gaiam�s interest in Natural Habitat. The board of directors considered Stifel to be a good candidate for
the engagement because of Stifel�s reputation in the investment banking and merger/acquisition fields, its specific
experience and expertise in the consumer products, retail and travel categories, its experience representing
publicly-traded companies in general, and its ability to provide full-service investment banking capabilities. On
April 20, 2015, Gaiam and Stifel executed an engagement letter whereby Gaiam retained Stifel as its investment bank
and financial advisor to assist with the planning, execution and closing of sales, whether together or separate, of the
Brand Business and Gaiam�s interest in Natural Habitat.

Between April 20, 2015 and May 21, 2015, Stifel and Gaiam�s management began the process of soliciting interest in
the acquisition of the Brand Business and Gaiam�s interest in Natural Habitat, including contacting prospective
purchasers.

On May 22, 2015, Stifel representatives updated certain members of the board of directors on the process to date.

On June 2, 2015, at a meeting of the board of directors, Stifel representatives updated the board of directors regarding
the process of the potential transaction involving both the Brand Business and Gaiam�s interest in Natural Habitat and
reviewed initial bids and indications of interest. Following the update from Stifel, the board of directors resolved to
continue pursuing the transactions. At the same meeting, the board of directors formed a transaction committee
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with the assistance of Stifel on the same. The transaction committee was directed to monitor the progress of the
process, interact with Stifel and management and provide information and feedback to Stifel and management on a
more frequent basis than would be practical with the full board of directors. The transaction committee members have
not and will not receive any separate compensation in connection with their service on the transaction committee.

During the period from June 2, 2015 through the meeting of the board of directors on February 22, 2016, the members
of the transaction committee met among themselves 21 times to discuss the status of the transactions and, in some
cases, to receive periodical updates from Stifel.

Stifel representatives began the initial marketing phase and contacted 50 potential buyers, resulting in 31 executed
non-disclosure agreements and the delivery of 31 confidential information memoranda. Of the 31 potential acquirers
that executed the non-disclosure agreements, six submitted first round bids. Between June and August 2015, Gaiam
held management meetings with each of the bidders and provided each with access to a data room containing due
diligence information. On August 4, 2015, an initial draft of a purchase agreement was made available to the six
bidders. Stifel representatives sent process letters to five of the six bidders detailing a second round bid process with
an outside bid date of August 17, 2015 (the sixth bidder withdrew from the process). Stifel representatives received
four submissions in the second round.

On August 24, 2015, at a telephonic meeting of the board of directors, Stifel representatives updated the board of
directors on the status of the transaction process and summarized each of the four second-round proposals. The board
of directors instructed Stifel, after consulting with Stifel, to reject the lowest proposal outright, and to inform the
second lowest bidder that its bid was materially lower than the other two bidders. That bidder subsequently withdrew.
Two bidders remained, one of which was Brand Purchaser, with cash bids starting at $180,000,000 for the combined
purchase of both the Brand Business and the Travel Business.

On September 10, 2015, at a meeting of the board of directors, Stifel representatives updated the board of directors on
the process and the status of negotiations with the two remaining bidders, noting in particular that, since the last board
call on August 24, 2015, Gaiam�s executive management, with Stifel representatives in attendance, had held calls and
responded to diligence requests from both bidders. The board of directors discussed the comments to the purchase
agreements submitted by the final two bidders as well as the timing and financing constraints of each bidder. The
board of directors spent a portion of the meeting discussing alternatives to consummating a sale of either or both of
the Brand Business and Gaiam�s interest in Natural Habitat.

During the week of October 12, 2015, one of the final two bidders submitted a revised proposal for a reduced purchase
price contingent on debt and equity financing for which the bidder had not received financing commitments. After
consulting with Stifel, the board of directors instructed Stifel to inform the bidder that its proposal was rejected and
that it did not make sense for that bidder to move forward with the negotiations based on its revised proposal.

During the week of October 19, 2015, Stifel representatives reached out directly to potential acquirers� that had
previously expressed interest in the process, but that had not previously submitted a bid. Two such potential acquirers
indicated that they remained interested but did not desire to submit bids or reenter the process at that time.

During the period from October 20, 2015 through February 22, 2016, the board of directors met periodically with
Stifel representatives in attendance providing updates to Gaiam management, the board of director�s transaction
committee, and the board of directors as to the status of the ongoing sale process. During this period, at the instruction
of the board of directors, Stifel representatives began to explore alternative proposals, including a sale of Gaiam�s
interest in Natural Habitat in a transaction separate from the sale of the Brand Business and a separate sale of Gaiam�s
SPRI-branded business.
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Between September 10, 2015 and December 3, 2015, Brand Purchaser met with Gaiam�s management several times,
both at Gaiam�s headquarters in Louisville, CO and in New York, NY. Gaiam and Brand Purchaser had several
diligence and integration calls and continued to advance the negotiation of the Brand Purchase Agreement. During the
same period, Stifel representatives continued to update the transaction committee regarding the process of the
negotiations and potential alternative transactions.

On December 3, 2015 at a meeting of the board of directors, Stifel representatives updated the board of directors with
respect to the potential sale of Gaiam�s interest in Natural Habitat. Stifel representatives reported that they had
contacted seven potential acquirers, four of which signed confidentiality agreements and received marketing materials
and Natural Habitat financial information, and two of which submitted initial proposals. Stifel representatives
summarized the process and key financial terms of each of the initial proposals.

During the week of January 4, 2016, Gaiam and Brand Purchaser agreed that the sale to Brand Purchaser would not
include Gaiam�s interest in Natural Habitat. On January 25, 2016, taking into account (i) the removal of the Travel
Business, (ii) the negotiated allocation of assets and liabilities, (iii) business performance, (iv) financing and capital
market trends and (v) other major terms of the Brand Business Sale, the parties agreed to proceed with the Brand
Business Sale at a reduced price of $167,000,000.

On February 5, 2016, Brand Purchaser provided an initial draft of the Voting Agreement (as defined in �Matter No. 1:
The Brand Business Sale � Voting Agreement�) to be entered into by and between Gaiam and Jirka Rysavy. Gaiam�s
counsel, Mr. Rysavy�s counsel and Brand Purchaser�s counsel proceeded to negotiate the terms and conditions of the
Voting Agreement, including, among other things, Mr. Rysavy�s right to consent to certain material amendments to the
Brand Purchase Agreement and FFL Purchase Agreement, certain covenants of Mr. Rysavy relating to, among other
things, (i) the sale or transfer of, the creation of any lien or encumbrance on or entry into any agreement with respect
to Mr. Rysavy�s shares, (ii) the grant of any proxy, power-of-attorney or other authorization or consent with respect to
Mr. Rysavy�s shares and (iii) any other actions that would restrict, limit or interfere with the performance of Mr.
Rysavy�s obligations under the Voting Agreement. Other than the Voting Agreement, there are no contracts between
Gaiam and Mr. Rysavy related to the Brand Business Sale. See also �Matter No. 1: The Brand Business Sale � Interests
of Certain Persons in or Opposition to Matters to be Acted Upon.�

On February 22, 2016, at a meeting of the board of directors, Stifel representatives updated the board of directors on
the ongoing sale process. Stifel representatives also provided certain financial analyses with respect to the Brand
Business Sale.

On March 18, 2016, Gaiam approached Michael Zimmerman, one of its directors, about executing a voting agreement
in substantially the same form as the Voting Agreement finally negotiated between Gaiam, Brand Purchaser and Mr.
Rysavy with respect to Mr. Zimmerman�s beneficially owned shares. Without any material negotiations, Prentice
Capital Management, LP, on behalf of Prentice Consumer Partners, LP, ultimately executed a Voting Agreement with
respect to Prentice Consumer Partners, LP�s shares. Mr. Zimmerman shares voting and dispositive power over the
securities beneficially owned by Prentice Consumer Partners, LP. Other than the Voting Agreement, there are no
contracts between Gaiam and any of Mr. Zimmerman, Prentice Capital Management, LP or Prentice Consumer
Partners, LP related to the Brand Business Sale.

At the April 27, 2016 meeting of the board of directors, Stifel representatives presented its preliminary financial
analyses with respect of the Brand Business Sale and delivered Stifel�s preliminary view as to fairness. Stifel
representatives responded to a number of questions raised by the board of directors regarding its analyses and
methodology.
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Purchase Agreement and the open issues under the draft relating thereto. The open issues included, among other
things, the methodology of calculating the working capital adjustment to the purchase price,
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indemnification and employee matters. After hearing from Gaiam�s legal and financial advisors, the board of directors
discussed the terms of the transaction, including the open issues and determined that management, Stifel, and Gaiam�s
counsel should attempt to resolve open items and negotiate the final terms of the Brand Purchase Agreement. After
further discussion, the board of directors adopted resolutions declaring the Brand Business Sale and the Brand
Purchase Agreement, with such changes in the Brand Purchase Agreement as the officers of Gaiam executing the
same determined to be acceptable relating to the open points, and the Name Change to be advisable and the best
interest of Gaiam�s shareholders as an inducement for Brand Purchaser to enter into the Brand Purchase Agreement,
and recommending that the shareholders vote in favor of both.

Between April 27, 2016 and May 10, 2016, representatives of the board of directors, Stifel, Gaiam�s counsel, Brand
Purchaser and Brand Purchaser�s counsel, had a series of telephone calls during which the remaining open issues under
the Brand Purchase Agreement were resolved.

In early May 2016, Gaiam and Brand Purchaser agreed that the Brand Business Sale would be structured as a sale of
the Brand Holdco membership interest to Brand Purchaser and a sale of certain Brand Business assets to FFL
Purchaser, one of Brand Purchaser�s intended licensees, with FFL Purchaser to assume certain liabilities associated
with the Brand Business. On May 6, 2016, Brand Purchaser�s counsel circulated a revised draft of the Brand Purchase
Agreement and an initial draft of the FFL Purchase Agreement to reflect this structure. During the ensuing days,
Gaiam, Brand Purchaser, FFL Purchaser and their respective counsel negotiated the revised terms of the Brand
Purchase Agreement and the terms of the FFL Purchase Agreement.

On May 10, 2016, at a telephonic meeting of the board of directors, Gaiam�s management and counsel reviewed the
terms of the final drafts of the Brand Purchase Agreement and the FFL Purchase Agreement with the board of
directors and highlighted the material changes to the transaction terms that had occurred since the April 27, 2016
meeting. In addition, Stifel representatives presented its financial analyses with respect of the Brand Business Sale and
then delivered the firm�s fairness opinion, which was confirmed by a written opinion delivered after the meeting. The
fairness opinion concluded that, based upon and subject to the procedures followed, limitations on the review
undertaken and assumptions made and qualifications and other matters contained in Stifel�s opinion, Stifel was of the
opinion that, as of the date of its opinion, the aggregate consideration to be received by Gaiam from Brand Purchaser
and FFL Purchaser in the Brand Business Sale pursuant to the Brand Purchase Agreement and the FFL Purchase
Agreement was fair to Gaiam from a financial point of view. After hearing from Gaiam�s legal and financial advisors,
the board of directors discussed the terms of the transaction, and adopted resolutions declaring the Brand Business
Sale, the Brand Purchase Agreement and the FFL Purchase Agreement, and the Name Change to be advisable and the
best interest of Gaiam�s shareholders as an inducement for Brand Purchaser to enter into the Brand Purchase
Agreement, and recommending that the shareholders vote in favor of both.

On May 10, 2016, Gaiam, Brand Purchaser and Sequential executed the Brand Purchase Agreement and Gaiam and
FFL Purchaser executed the FFL Purchase Agreement, and Gaiam filed a Current Report on Form 8-K to announce
the parties� execution of the Brand Purchase Agreement and the FFL Purchase Agreement.

On May 10, 2016 and May 16, 2016, as applicable, shareholders beneficially owning, in the aggregate, a majority of
the voting interest in Gaiam�s issued and outstanding common stock, executed and delivered to Gaiam written consents
approving (i) the Brand Business Sale, the Brand Purchase Agreement and the FFL Purchase Agreement, (ii) on an
advisory basis, the Change-in-Control Compensation, and (iii) the Name Change.

As of the date of this information statement, Gaiam has not had any other offer from a different potential purchaser of
its business or assets since Gaiam first publicly announced the execution of the Brand Purchase Agreement and the
FFL Purchase Agreement on May 10, 2016.
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Reasons for the Brand Business Sale

In the course of reaching its decision to approve the Brand Business Sale, the Brand Purchase Agreement, the FFL
Purchase Agreement and the transactions contemplated thereby and recommend approval by Gaiam�s shareholders of
the Brand Business Sale, our board of directors consulted with senior management of Gaiam and Gaiam�s financial and
legal advisors, and considered a number of factors that the board of directors believed supported its decision,
including, but not limited to, the following factors:

Strategic and Financial Considerations. The board of director�s view that the Brand Business Sale will provide a
number of strategic and financial benefits to Gaiam, including the following:

� The board of directors believes that the Brand Business Sale would generate greater, and more certain,
shareholder value and be more favorable to shareholders than any other alternative reasonably available to
Gaiam, including, among others, retaining and operating the Brand Business and other potential acquisition
or disposition transactions relating to the Brand Business or the Brand Companies.

� The board of directors believes that the costs and time required to operate the two microcap public
companies that would result from the spin-off transaction could make it difficult for either to manage their
respective business as efficiently as other competitors.

� The fact that the share price of Gaiam�s Class A common stock has been at a discount to Gaiam�s
sum-of-the-parts value, and that the aggregate consideration of $167,000,000 to be paid by Brand Purchaser
and FFL Purchaser to acquire the Brand Business and the $12,850,000 of consideration received in
connection with the sale of the Travel Business collectively exceeded the market capitalization of Gaiam by
approximately 13%, based on the average closing prices of Gaiam�s stock during the 30 trading days
immediately preceding May 10, 2016, which is the trading day on which the Brand Purchase Agreement and
the transactions contemplated thereby were approved by the board of directors, and the number of shares
outstanding on such date.

� The all-cash proceeds from the Brand Business Sale would both better capitalize Gaiam and permit the board
of directors to consider options to provide immediate value to Gaiam�s shareholders, including through the
possible distribution of cash to Gaiam�s shareholders through the repurchasing of outstanding shares of
Gaiam�s Class A common stock, including by means of a tender offer.

� The sale of the Brand Business significantly reduces the execution risk implicit in a change in senior
management, including the need for Gaiam to find and hire a replacement for Lynn Powers, Gaiam�s Chief
Executive Officer, who previously announced her intention to retire. Ms. Powers currently dedicates
substantially all of her time to the Brand Business.

� The sale of the Brand Business and Gaiam�s interest in Natural Habitat would allow Gaiam to
focus its management�s attention and resources on one business (a primary goal of the proposed
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spin-off), while providing significantly better capitalization for that business than would have
been achieved from the spin-off transaction alone.

Opinion of Financial Advisor. The opinion of Stifel to Gaiam�s board of directors that, based upon and subject to the
procedures followed, limitations on the review undertaken, assumptions made and qualifications and other matters
contained in Stifel�s opinion, as of the date of Stifel�s opinion, the aggregate consideration of $167,000,000 in cash to
be received by Gaiam from Brand Purchaser and FFL Purchaser in the Brand Business Sale pursuant to the Brand
Purchase Agreement and the FFL Purchase Agreement was fair to Gaiam, from a financial point of view. See �Matter
No. 1: The Brand Business Sale � Opinion of Gaiam�s Financial Advisor.�

Scope and Scale of Process. Gaiam, with the assistance of Stifel, conducted an extensive sale process with respect to
the Brand Business, select divisions of the Brand Business, and Gaiam�s interest in Natural Habitat. This sale process
included communicating with a total of 50 potential purchasers, executing non-disclosure agreements with 31
potential purchasers, holding management meetings with six of the potential purchasers and
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receiving initial bids from six potential purchasers. Once the board of directors determined to separately market
Gaiam�s interest in Natural Habitat, Stifel representatives contacted an additional seven potential purchasers, executing
non-disclosure agreements with four of them, and receiving two bids. In addition, the board of director�s view was that
the Brand Purchaser�s proposal, as compared to the other proposals received for the Brand Business, was more
favorable than the alternatives available to Gaiam, including the other acquisition proposals submitted for the Brand
Business, the alternative of retaining the Brand Business and the spin-off of the Subscription Business.

Tax Treatment of the Proceeds from the Brand Business Sale. The board of director�s expectation that Gaiam�s current
tax attributes, including its net operating loss carry forward tax assets, will be available to offset a substantial portion
of the gain realized for U.S. federal income tax purposes by Gaiam as a result of the Brand Business Sale.

Familiarity with the Brand Business. The board of directors considered its knowledge of the business, operation,
financial condition, earnings, and prospects of the Brand Business, including management�s future projections for the
Brand Business.

High Likelihood of Consummation. The board of director�s view that the Brand Business Sale has a high likelihood of
being completed in a timely manner given the commitment of the parties to complete the Brand Business Sale
pursuant to their respective obligations under the Brand Purchase Agreement and the FFL Purchase Agreement, the
absence of any significant closing conditions under the Brand Purchase Agreement, other than shareholder approval
and expiration or termination of the applicable waiting period under U.S. antitrust laws, and the FFL Purchase
Agreement, Brand Purchaser�s obligation to close the Brand Sale under the Brand Purchase Agreement even if the
Working Capital Sale under the FFL Purchase Agreement has not closed, and the likelihood that director approval and
financing for Brand Purchaser and FFL Purchaser would be obtained.

Terms and Conditions of the Brand Purchase Agreement. The board of director�s view that the following terms and
conditions of the Brand Purchase Agreement and the FFL Purchase Agreement were favorable to Gaiam:

� an all-cash purchase price in an amount in excess of Gaiam�s market capitalization (when taking into account
the value of the consideration received in connection with the sale of the Travel Business);

� the absence of a financing condition for Brand Purchaser and FFL Purchaser;

� a guaranty by Sequential, a publicly-traded company with a market capitalization of approximately $344.7
million as of April 29, 2016, of Brand Purchaser�s obligations under the Brand Purchase Agreement;

� a cap on the amount of any post-closing adjustment to the working capital of the Brand Companies;

� Brand Purchaser�s willingness to obtain and solely rely on a representation and warranty insurance policy
with respect to any breach of, or inaccuracy in, Gaiam�s representations and warranties and with respect to
certain tax matters, subject to certain limited exceptions;
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� Brand Purchaser�s willingness to be liable for the deductible (if payable) for the representation and warranty
insurance policy;

� the absence of any significant representations and warranties by Gaiam in the FFL Purchase Agreement and
FFL Purchaser�s willingness to acquire the FFL Acquired Assets �as is,� �where is�;

� the limited survival of the majority of post-closing covenants in the Brand Purchase Agreement to 12
months;

� Brand Purchaser�s obligation to close the Brand Sale under the Brand Purchase Agreement even if the
Working Capital Sale under the FFL Purchase Agreement has not closed; and

� Gaiam�s right to terminate the Brand Purchase Agreement and accept a �superior proposal,� subject to Gaiam
paying to Brand Purchaser the Termination Fee.
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Analysis of the Spin-Off of the Subscription Business and other Strategic Alternatives. The board of director�s view that
the Brand Business Sale is superior to alternative transactions for a number of reasons, including the following:

� to preserve the tax free nature of Gaiam�s proposed spin-off of the Subscription Business, Gaiam would be
prohibited from selling the Brand Business for a period of two years following the effective date of the
spin-off, which could prevent Gaiam from completing a sale at the current purchase price, which the board
of directors has determined to be favorable to Gaiam, and in the best interests of Gaiam�s shareholders;

� the Brand Business Sale will immediately provide Gaiam with greater financial resources with which to
build the Subscription Business than would be immediately available if the proposed spin-off of the
Subscription Business was consummated; and

� the execution risk implicit in a change in senior management, including the need for Gaiam to find and hire a
replacement for Lynn Powers, Gaiam�s Chief Executive Officer, who previously announced her intention to
retire. Ms. Powers currently dedicates substantially all of her time to the Brand Business.

The board of directors also considered a variety of risks and other potentially negative factors concerning the Brand
Business Sale, the Brand Purchase Agreement, the FFL Purchase Agreement and the transactions contemplated by the
Brand Purchase Agreement and the FFL Purchase Agreement, including, among others, the following factors:

� the risks and contingencies relating to the announcement and pendency of the Brand Business Sale and the
risk and costs to Gaiam if the Brand Business Sale is not completed, including the effect of an announcement
of termination of the Brand Purchase Agreement or the FFL Purchase Agreement on the trading price of
Gaiam�s common stock, business, and relationships with its customers, suppliers and employees;

� if the Brand Purchase Agreement is terminated in connection with Gaiam entering into an Alternative
Transaction, the obligation of Gaiam to pay Brand Purchaser the Termination Fee;

� the provisions of the Brand Purchase Agreement placing restrictions on the operations of the Brand
Companies until the closing of the Brand Business Sale;

� the risk of diverting management focus, employee attention and resources from other strategic opportunities
and from operational matters while working to complete the Brand Business Sale;

� possible negative effects resulting from the uncertainty during the period from the public announcement of
the Brand Business Sale until the closing thereof, including, but not limited to, the potential departure of
officers and employees;
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� possible negative effects from the departure of officers and employees as a result of the closing of the Brand
Business Sale; and

� the substantial costs to be incurred in connection with the Brand Business Sale, including the transaction
expenses arising from the Brand Business Sale.

In addition to considering the factors described above, the board of directors considered the fact that some of Gaiam�s
executive officers have interests in the Brand Business Sale that are different from, or in addition to, the interests of
Gaiam�s shareholders generally, as discussed under �Matter No. 1: The Brand Business Sale � Interests of Certain
Persons in or Opposition to Matter to be Acted Upon.�

The above discussion of the factors considered by the board of directors is not intended to be exhaustive, but does set
forth the material factors that were considered by the board of directors. In view of the wide variety of factors
considered in connection with its evaluation of the Brand Business Sale, and the complexity of these matters, the
board of directors did not consider it practicable to, and did not attempt to, quantify or otherwise
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assign relative or specific weight or values to any of the factors discussed above. Individual directors may have held
varied views on the relative importance of the factors considered. The board of directors viewed its position and
recommendation as being based on an overall review of the totality of the information available to it, including
discussions with Gaiam�s senior management and legal and financial advisors, and overall considered these factors to
be favorable to, and to support the board of director�s determination regarding the Brand Business Sale.

This explanation of the board of director�s reasons for the Brand Business Sale and other information presented in this
section may be forward-looking in nature and should be read in light of the �Cautionary Statement Concerning
Forward-Looking Statements.�

The Brand Purchase Agreement

The following summary describes the material terms and provisions of the Brand Purchase Agreement. The terms and
provisions of the Brand Purchase Agreement are complicated and not easily summarized. The Brand Purchase
Agreement is attached to this information statement as Annex A and is incorporated by reference into this information
statement. You are encouraged to read it carefully in its entirety for a more complete understanding of the Brand
Purchase Agreement and the Brand Business Sale.

The Brand Purchase Agreement and the following summary have been included to provide you with information
regarding the material terms and provisions of the Brand Purchase Agreement and the transactions described in this
information statement. Gaiam does not intend that the Brand Purchase Agreement or any of its terms or provisions
will constitute a source of business or operational information related to Gaiam. The representations and warranties
of Gaiam and its subsidiaries contained in the Brand Purchase Agreement (i) were made for purposes of the Brand
Purchase Agreement, (ii) have been qualified by confidential disclosures made to the other parties to the Brand
Purchase Agreement in connection with the Brand Purchase Agreement that may contain some nonpublic information
that is not material under applicable securities laws (and shareholders should read the Brand Purchase Agreement in
the context of Gaiam�s other public disclosures in order to have a materially complete understanding of the Brand
Purchase Agreement disclosures), (iii) are subject to materiality qualifications contained in the Brand Purchase
Agreement which may differ from what may be viewed as material by shareholders, (iv) were made only as of the date
of the Brand Purchase Agreement or such other date as is specified in the Brand Purchase Agreement, and (v) have
been included in the Brand Purchase Agreement for the purpose of allocating risk between the contracting parties
rather than establishing matters as facts. Shareholders should not rely on the representations and warranties or any
descriptions thereof as characterizations of the actual state of facts or condition of Gaiam or any of its subsidiaries or
affiliates. Other than as disclosed in this information statement, as of the date of this information statement Gaiam is
not aware of any material facts that are required to be disclosed under the federal securities laws that would
contradict the representations and warranties in the Brand Purchase Agreement. Gaiam will provide additional
disclosure in its public reports to the extent that it is aware of the existence of any material facts that are required to
be disclosed under federal securities laws and that might otherwise contradict the terms and information contained in
the Brand Purchase Agreement and will update such disclosure as required by federal securities laws. Further,
information concerning the subject matter of these representation or warranties may have changed since the date of
the Brand Purchase Agreement. To the extent any such material change has occurred or occurs in the future, Gaiam
has included and will include in its public reports any material information necessary to provide shareholders a
materially complete understanding of the Brand Purchase Agreement disclosures. Accordingly, the Brand Purchase
Agreement should not be read alone, but should instead be read in conjunction with the other information regarding
Gaiam and its subsidiaries that has been, is or will be contained in, or incorporated by reference into, the Forms
10-K, Forms 10-Q, Forms 8-K, proxy statements, registration statements and other documents that Gaiam files with
the Securities and Exchange Commission. Business and operational information regarding Gaiam can be found
elsewhere in this information statement and in the other public documents that Gaiam files with the Securities and
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General

Under the Brand Purchase Agreement, Brand Purchaser will purchase from Gaiam all of Gaiam�s interest in Brand
Holdco, which, directly, and indirectly through its subsidiaries, holds substantially all of Gaiam�s assets, and assume
substantially all of the liabilities, primarily related to, or used in the Brand Business, other than the FFL Acquired
Assets and the FFL Assumed Liabilities which will be transferred and assigned pursuant to the terms of the FFL
Purchase Agreement immediately before the closing of the Brand Sale. The assets and liabilities associated with the
Brand Business are held by the Brand Companies and include such assets and liabilities as described in �Matter No. 1:
The Brand Business Sale � The Brand Business Sale.�

Purchase Price

The aggregate purchase price for the membership interest of Brand Holdco under the Brand Purchase Agreement will
be $145,700,000 in cash, subject to adjustments at closing and post-closing for cash and cash equivalents,
indebtedness and transaction expenses of the Brand Companies.

Adjustment Escrow Account

At the closing of the Brand Sale, a portion of the purchase price equal to $5,010,000 (the �Adjustment Escrow
Amount�) shall be deposited by Brand Purchaser into an escrow account to be held in escrow by an escrow agent in
accordance with the terms of an escrow agreement among Gaiam, the Brand Purchaser and such escrow agent.

Purchase Price Adjustment

Brand Purchaser will pay estimated net cash consideration to Gaiam at the closing of the Brand Sale and the parties
will determine the final net cash consideration after closing and reconcile any shortfall or excess.

Before the closing of the Brand Sale, Gaiam will provide Brand Purchaser with estimated closing amounts of the
Brand Companies� cash and cash equivalents, indebtedness and unpaid Brand Business Sale transaction expenses. At
closing of the Brand Sale, Brand Purchaser will pay to Gaiam an estimated net cash consideration equal to the
$145,700,000 purchase price, minus the Adjustment Escrow Amount, plus the estimated closing cash and cash
equivalents, minus estimated indebtedness and minus the estimated unpaid Brand Company transaction expenses.

As promptly as practicable after the closing of the Brand Sale, Brand Purchaser will calculate the final net cash
consideration, using the calculation for estimated net cash consideration described above, based on the actual closing
amounts of the Brand Companies� cash and cash equivalents, indebtedness and unpaid Brand Company transaction
expenses.

If the final net cash consideration is greater than the estimated net cash consideration paid at the closing of the Brand
Sale, within three business days of the determination of the final net cash consideration, Brand Purchaser shall pay a
cash amount equal to the excess to Gaiam, and Gaiam and Brand Purchaser shall deliver a joint instruction to the
escrow agent to distribute all funds remaining in the Adjustment Escrow Account to Gaiam.

If the final net cash consideration is less than the estimated net cash consideration paid at the closing of the Brand
Sale, within three business days of the determination of the final net cash consideration, Gaiam and Brand Purchaser
shall deliver a joint instruction to the escrow agent to distribute from the Adjustment Escrow Amount held in escrow
(a) to Brand Purchaser, a cash amount equal to the deficit (not to exceed the Adjustment Escrow Amount), and (b) to
Gaiam, any portion of the Adjustment Escrow Amount remaining thereafter.
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Any severance payments that are due and payable to any Brand Company employee upon their termination at any
time prior to the closing of the Brand Sale, as well as any applicable payroll taxes related to such severance payments,
will be part of the Brand Company transaction expenses and deducted from the purchase price as described above,
unless such termination was requested in writing by Brand Purchaser.

Representations and Warranties

The Brand Purchase Agreement contains representations and warranties made by each of the parties regarding aspect
of its business, financial condition and structure and other facts pertinent to the Brand Sale. The sole recourse for any
damages with respect to any breach of, or inaccuracy in, Gaiam�s representations and warranties contained in the
Brand Purchase Agreement, subject to certain limited exceptions, shall be the representation and warranty insurance
policy in favor of Brand Purchaser as discussed in greater detail under the heading �Matter No. 1: The Brand Business
Sale � Representations and Warranties Insurance Policy,� subject to certain limited exceptions. See disclaimer regarding
these representations and warranties under the heading �Matter No. 1: The Brand Business Sale � The Brand Purchase
Agreement.� The Brand Purchase Agreement contains certain representations and warranties made by Gaiam
regarding, among other things, the following subjects:

� Gaiam�s corporate organization and power, and good standing;

� absence of restrictions preventing the payment of dividends and other distributions by any of the Brand
Companies;

� the authorization, execution, delivery, performance, and enforceability of the Brand Purchase Agreement and
the documents, instruments, certificates and agreements executed in connection with the Brand Purchase
Agreement, including without limitation, an escrow agreement, an intellectual property license agreement
and a transition services agreement (the �Brand Collateral Agreements�);

� approval by Gaiam�s board of directors;

� the absence of conflicts with, or defaults under, Gaiam�s organizational documents, material contracts, and
applicable law;

� Gaiam�s good and valid title to the issued and outstanding equity securities of Brand Holdco, free and clear of
any liens other than permitted liens;

� no outstanding judgments impair the consummation of the transactions contemplated by the Brand Purchase
Agreement;

� solvency of Gaiam; and
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� broker fees and expenses.
In addition, the Brand Purchase Agreement contains certain representations and warranties made by Gaiam with
respect to the Brand Companies, regarding, among other things the following subjects:

� corporate organization and power, qualification, and good standing;

� the capitalization and due authorization and valid issuance of the outstanding equity securities of the Brand
Companies;

� absence of restrictions preventing the payment of dividends and other distributions by any of the Brand
Companies;

� the authorization, execution, delivery, performance, and enforceability of the Brand Collateral Agreements
by the Brand Companies;

� the absence of conflicts with, or defaults under, the Brand Companies� organizational documents, other
contracts, and applicable law;

� the financial statements and their compliance with U.S. generally accepted accounting principles;

� the absence of certain undisclosed liabilities, off-balance sheet arrangements, and pending claims entitling
any director or officer of Gaiam or any Brand Company to indemnification;
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� the absence of certain material adverse changes since December 31, 2015;

� good and valid title, or valid and enforceable leasehold interests, by the Brand Companies to tangible and
intangible personal property and assets included in the financial statements or thereafter acquired, as
applicable;

� leased real property;

� intellectual property;

� material contracts related to the Brand Business, including materiality requirements and thresholds related
thereto;

� insurance policies;

� tax compliance and related matters with respect to Gaiam and the Brand Companies;

� the absence of litigation proceedings and outstanding judgments;

� benefit plans, and employee and labor matters;

� compliance with applicable laws and possession of necessary permits;

� agreements with related parties;

� compliance with applicable anti-bribery and anti-corruption laws;

� broker fees and expenses;

� Brand Holdco�s status as a holding company, its operations, assets, contracts and liabilities, and the
assignment of assets and liabilities to Brand Holdco under the Contribution Agreement;

� environmental matters;
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� information technology assets;

� privacy matters;

� possession and characteristics of the Brand Business inventory;

� absence of material defects and absence of product liability claims since January 1, 2012;

� continuing relationships with certain existing suppliers and customers since December 31, 2015; and

� proper statement, validity and enforceability of the Brand Companies� accounts receivable.
In addition, Brand Purchaser made certain representations and warranties to us regarding, among other things, the
following subjects:

� the authorization, execution, delivery, performance, and enforceability of the Brand Purchase Agreement and
the Brand Collateral Agreements;

� the absence of conflicts with, or defaults under, Brand Purchaser�s organizational documents, material
contracts, and applicable law;

� solvency of Brand Purchaser after closing, assuming accuracy of representations and warranties of Gaiam;

� debt financing and debt commitment letter related to the financing of the purchase price;

� absence of outstanding judgements;

� non-reliance of Brand Purchaser and acknowledgment of no other representations or warranties;

� broker fees and expenses;
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� investment intention; and

� investigation and verification of the business, operations and financial conditions of the Brand Companies.
A number of our representations and warranties contained in the Brand Purchase Agreement are qualified by
materiality or include a material adverse effect standard. For the purposes of our representations and warranties in the
Brand Purchase Agreement, �Material Adverse Effect� is defined to mean any change, event, effect, condition or
circumstance, or series of related changes, events, effects, conditions or circumstances that, individually or when taken
together:

� has or would reasonably be likely to have a materially adverse effect on the business, assets, liabilities,
results of operations or condition (financial or otherwise) of the Brand Companies, taken as a whole; or

� would reasonably be expected to materially prevent the consummation of the transactions contemplated by
the Brand Purchase Agreement.

However, any change, event, effect, condition or circumstance that would satisfy the bullets above that occurred after
the date of the Brand Purchase Agreement will not be deemed to constitute a Material Adverse Effect if it is related to,
or arises from:

� actions or inactions expressly required or expressly permitted by the Brand Purchase Agreement;

� the announcement or pendency of the Brand Purchase Agreement and the transactions contemplated by the
Brand Purchase Agreement;

� the failure of the Brand Companies to meet their financial projections;

� a change in general political, economic, or financial market conditions;

� a change that affected the industries in which the Brand Companies operate generally;

� any changes after the date of the Brand Purchase Agreement in U.S. generally accepted accounting
principles or applicable law; and

� natural disaster, sabotage, acts of terrorism, war (whether or not declared) or other outbreak of hostilities.
However, with respect to each of the last four bullets, there will be a Material Adverse Effect if such change, event,
effect, condition or circumstance has a disproportionately adverse effect on the Brand Companies relative to others
operating in the industry in which the Brand Companies operate.
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Conditions to Closing

Gaiam and Brand Purchaser are not obligated to complete the Brand Sale unless a number of conditions are satisfied
or waived. The joint closing conditions include:

� the waiting periods (and all extensions thereof) under antitrust laws relating to the transactions contemplated
under the Brand Purchase Agreement will have expired or been terminated and all other material regulatory
and government approvals required under antitrust laws in connection with the transactions will have been
obtained;

� no governmental entity of competent jurisdiction will have issued any temporary restraining order,
preliminary, or permanent injunction or other order that has the effect of, or seeks to, prohibit or challenge
the consummation of the transactions contemplated by the Brand Purchase Agreement; and

� the approval by Gaiam�s shareholders of the Brand Purchase Agreement and the transactions contemplated by
the Brand Purchase Agreement has been obtained.
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In addition, the obligation of Brand Purchaser to effect the Brand Business Sale is subject to the satisfaction or waiver
of additional closing conditions, including:

� each of the representations and warranties of Gaiam shall be true and correct in all respects on and as of the
date of signing of the Brand Purchase Agreement and on the date of closing of the Brand Sale (subject to
certain exceptions and materiality requirements as set forth in the Brand Purchase Agreement);

� Gaiam must have performed or complied in all material respects with all covenants required by the Brand
Purchase Agreement, that are to be performed or complied with by Gaiam;

� since the date of execution of the Brand Purchase Agreement, no Material Adverse Effect has occurred and
no other events shall have occurred that would, in the aggregate, reasonably be expected to have a Material
Adverse Effect;

� Brand Purchaser must have received all of the items required to be delivered to it by Gaiam and the Brand
Companies, as applicable, at the closing of the Brand Sale, pursuant to the Brand Purchase Agreement; and

� either the consummation of the Working Capital Sale, or the transfer and assignment of the FFL Acquired
Assets from the Brand Companies to Gaiam.

In addition, the obligation of Gaiam to effect the Brand Sale is subject to the satisfaction or waiver of additional
closing conditions, including:

� each of the representations and warranties of Brand Purchaser shall be true and correct in all material
respects on and as of the date of signing of the Brand Purchase Agreement and on the date of closing of the
Brand Business Sale (subject to certain exceptions and materiality requirements as set forth in the Brand
Purchase Agreement).

� Brand Purchaser must have performed or complied in all material respects with all covenants required by the
Brand Purchase Agreement that are to be performed or complied with by Brand Purchaser;

� Gaiam must have received all of the items required to be delivered to it by Brand Purchaser at the closing of
the Brand Business Sale, pursuant to the Brand Purchase Agreement; and

� the consummation of the Working Capital Sale.
Covenants

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 59



The Brand Purchase Agreement contains numerous covenants of Brand Purchaser, Sequential, Gaiam and the Brand
Companies during the period up to and including the date of closing of the Brand Business Sale, and in some
instances, after the date of closing of the Brand Business Sale.

The Brand Purchase Agreement contains covenants of Brand Purchaser and Sequential, as applicable, relating to,
among other things:

� providing commercially reasonable access upon reasonable notice to information and documentation of the
Brand Companies for a period of time after the closing of the Brand Business Sale;

� maintaining books and records of the Brand Business for a period of time after the closing of the Brand
Business Sale;

� using commercially reasonable efforts to take such actions as are necessary to cause the conditions to the
obligations of the other party to be satisfied;

� using reasonable best efforts to take, or cause to be taken, all actions necessary to have fully bound by the
closing date the representation and warranty policy;
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� using best efforts to obtain debt financing to fund the purchase price for the Brand Business Sale;

� non-disparagement by Sequential, Brand Purchaser and their respective representatives;

� non-competition and non-interference by Sequential and Brand Purchaser for two years following the
closing of the Brand Business Sale; and

� non-solicitation of employees by Sequential and Brand Purchaser for two years following the closing of the
Brand Business Sale;

� Brand Purchaser paying to the Brand Companies� payroll provider an aggregate amount equal to $1,341,864,
subject to adjustment, in respect of the Brand Companies� severance obligations as of the closing date for
further distribution to the employees receiving severance; and

� Brand Purchaser paying an aggregate amount equal to the required payments in lieu of notice for the balance
of the applicable WARN notice period to the Brand Companies� payroll provider as of the closing date for
further distribution to certain employees, if the closing date occurs before 60 days following the date on
which WARN notices were delivered to those employees.

The Brand Purchase Agreement contains covenants of Gaiam and the Brand Companies relating to, among other
things:

� the conduct of Gaiam�s and the Brand Companies� business operations before the closing of the Brand
Business Sale, as discussed below in �Matter No. 1: The Brand Business Sale � The Brand Purchase
Agreement � Conduct of Business Pending the Consummation of the Brand Business Sale;�

� providing Brand Purchaser, its financing sources and their respective representatives with access to, and
deliveries of, certain information related to the Brand Companies prior to, and for a period of time after, the
closing of the Brand Business Sale;

� providing commercially reasonable access upon reasonable notice to information and documentation of
Gaiam for a period of time after the closing of the Brand Business Sale;

� the declaration and payment of dividends or distributions by the Brand Companies;

� reasonable cooperation with Brand Purchaser in connection with Brand Purchaser obtaining its debt
financing to fund the purchase price for the Brand Business Sale before the closing of the Brand Business
Sale;
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� keeping certain information concerning Gaiam�s and the Brand Companies� business and other matters
confidential;

� making public statements with respect to the Brand Purchase Agreement or the transactions contemplated by
the Brand Purchase Agreement;

� using commercially reasonable efforts to take such actions as are necessary to cause the conditions to the
obligations of the other party to be satisfied;

� complying with the notification and reporting requirements of the HSR Act within 10 business days after
execution of the Brand Purchase Agreement, and using commercially reasonable efforts to obtain early
termination of the waiting period under the HSR Act;

� using commercial reasonable efforts to obtain consents and approvals as necessary from governmental
entities in connection with the Brand Business Sale;

� using commercially reasonable efforts to obtain certain required third party consents;

� using reasonable efforts to assist Brand Purchaser in obtaining a fully bound buyer-side representations and
warranties policy, for which a portion of the premiums thereunder, estimated to be $2,246,357, shall be paid
by Gaiam;

27

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 62



Table of Contents

� providing prompt notification of certain matters including any material proceedings in connection with the
Brand Sale and related transactions, or the occurrence of any change, effect, condition or circumstance that
has had or would reasonably be expected to have a Material Adverse Effect;

� certain employee and employee benefits-related matters;

� the purchase and maintenance of an insurance tail policy with respect to director�s and officer�s insurance;

� using best efforts to obtain the required shareholder consent;

� payment of, and filings related, to taxes and fees incurred in connection with the Brand Business Sale and
other transactions contemplated by the Brand Purchase Agreement;

� non-disparagement by Gaiam and its representatives;

� non-competition and non-interference by Gaiam for two years following the closing of the Brand Sale,
subject to certain exceptions;

� non-solicitation of employees, clients, customers, suppliers, licensees and business relations by Gaiam for
two years following the date of closing of the Brand Sale, subject to certain exceptions;

� intellectual property title matters and Gaiam and its affiliates� use of intellectual property following the
closing;

� review and filing of this information statement with the Securities and Exchange Commission;

� alternative transactions, non-solicitation and superior proposals, as explained in greater detail in �Matter
No. 1: The Brand Business Sale � The Brand Purchase Agreement � Non-Solicitation;�

� delivering certain notifications to employees of the Brand Companies; and

� restrictions on termination, amendment, modification or supplement of the FFL Purchase Agreement in any
material respect.

Conduct of Business Pending the Consummation of the Brand Sale
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Except as expressly permitted or required by the terms of the Brand Purchase Agreement, or as required by applicable
law, Gaiam has agreed that, from the date of the Brand Purchase Agreement to the closing of the Brand Sale, Gaiam
shall cause the Brand Companies to conduct their respective businesses in the ordinary course consistent with past
practice, unless Brand Purchaser otherwise consents in writing. Without limiting the generality of the foregoing,
Gaiam has agreed that it shall not, and shall cause the Brand Companies not to, do any of the following, without
Brand Purchaser�s prior written consent (which consent shall not be unreasonably withheld or delayed):

� to amend any of the Brand Companies� organizational documents;

� authorize for issuance, issue, sell or deliver any equity securities of the Brand Companies;

� split, combine, redeem, reclassify, purchase or otherwise acquire, directly or indirectly, any equity securities
of the Brand Companies, or make any other change in the capital structure of the Brand Companies;

� allow any Brand Company to:

� incur or assume any debt for borrowed money or guarantee any such debt, in excess of $50,000 other
than in the ordinary course of business consistent with past practice;

� permit or allow any of its assets, including intellectual property, to become subjected to any lien which
is not released on or before the closing of the Brand Sale (other than liens permitted in the Brand
Purchase Agreement);
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� acquire by merger, consolidation, purchase or in any other manner any business or entity or other
business organization or division thereof;

� form any subsidiary;

� write off as uncollectible any notes or accounts receivable in excess of $250,000, except write-offs in
the ordinary course of business consistent with past practice;

� make or incur capital expenditures outside the ordinary course of business in excess of $100,000;

� other than pursuant to the FFL Purchase Agreement or the sale of inventory in the ordinary course of
business consistent with past practice, sell, lease, license, transfer, cancel or otherwise dispose of any
of its assets, including but not limited to intellectual property (other than non-exclusive licenses
granted in the ordinary course of business consistent with past practice), that are material, individually
or in the aggregate, to the Brand Business as a whole;

� purchase or enter into any lease of real property other than extensions of existing leases in the ordinary
course of business;

� except as required by U.S. generally accepted accounting principles, make any material change in any
method of accounting or auditing practice;

� (i) make, revoke or amend any tax election, change in any respect any accounting method for tax
purposes, file any tax return outside the ordinary course of business or amend any tax return, (ii) settle
any tax claim or enter into any tax sharing or similar, contract, (iii) surrender any right to claim a
material tax refund, or (iv) consent to any extension or waiver of the limitations period (other than one
resulting from obtaining a valid extension of time to file tax returns in the ordinary course) applicable
to any tax claim or assessment;

� settle or compromise any dispute regarding a tax liability outside the ordinary course of business;

� discharge or settle any material litigation or other proceeding, other than with respect to certain matters
disclosed in the Brand Purchase Agreement and payments, discharges, settlements or satisfactions in
the ordinary course of business and consistent with past practice;

� except in the ordinary course of business consistent with past practice, (i) increase the number of
Brand Business employees by more than 2% from that in effect as of the date of the Brand Purchase
Agreement or terminate any key employee, (ii) increase the base compensation, bonus opportunity,
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pension, welfare, fringe or other benefits payable to Brand Business employees, (iii) pay any bonus or
make any incentive awards to Brand Business employees, (iv) adopt or enter into, amend, modify or
terminate certain benefit plans with respect to Brand Business employees, (v) negotiate, assume,
amend, extend or renew or enter into any labor or collective bargaining agreement relating to the
Brand Business, or (vi) take any action to amend, waive or accelerate the vesting or payment of any
compensation or benefit under any benefit plan with respect to Brand Business employees (for the
avoidance of doubt, the Brand Purchase Agreement does not prohibit Gaiam from taking any such
actions with respect to benefit plans for Gaiam employees who are not also Brand Business
employees);

� plan, announce, implement or effect any reduction in force, lay off, early retirement program,
severance program or other program or effort concerning the termination of employment of employees
of the Brand Business (other than routine employee terminations for cause);

� allow any Brand Business insurance policies to lapse or any changes to be made to any such insurance
policies so as to adversely affect the insurance coverage of the Brand Companies or their properties
and assets following the closing of the Brand Business Sale; or

� enter into any contract, agree, commit or offer to take any of the foregoing actions.
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No Solicitation

Alternative Transaction Proposal

Gaiam shall not, and shall cause its subsidiaries (including the Brand Companies) and its and their respective
representatives to not, (i) solicit, initiate or knowingly facilitate, induce or encourage the making of any proposal or
offer that constitutes or would reasonably be expected to lead to an Alternative Transaction Proposal, or (ii) enter into,
continue or otherwise participate in any discussions or negotiations regarding, or furnish to any person any
information with respect to, or otherwise cooperate in any way that would otherwise reasonably be expected to lead
to, any Alternative Transaction Proposal.

Superior Proposal

In the event that Gaiam or any Brand Company receives after the date of the Brand Purchase Agreement an
unsolicited, bona fide written Alternative Transaction Proposal which the board of directors determines to be, or to be
reasonably likely to result in, a Superior Proposal, Gaiam may then take the following actions so long as (i) the board
of directors concludes in good faith, after consultation with its outside legal counsel, that the failure to take the
following actions would be inconsistent with its fiduciary duties under applicable law, (ii) Gaiam has given Brand
Purchaser prior written notice of its intention to take any of the following actions, the identity of the person or group
making such Alternative Transaction Proposal, and the material terms and conditions of such Alternative Transaction,
and (iii) Gaiam has not breached any of, and continues to comply with all of, its obligations under the Brand Purchase
Agreement with respect to an Alternative Transaction:

� furnish nonpublic information with respect to Gaiam and its subsidiaries and the Brand Business to the
person or group making the Alternative Transaction Proposal; provided, that prior to furnishing any such
nonpublic information, it receives from such person or group an executed confidentiality agreement at least
as restrictive as the terms contained in the confidentiality agreement entered into with Brand Purchaser in
connection with the Brand Business Sale and which shall not contain any exclusivity provision or other term
that would restrict, in any manner, Gaiam�s ability to consummate the transactions contemplated by the
Brand Purchase Agreement; and

� engage in discussions or negotiations with such person or group with respect to such Alternative Transaction
Proposal.

Changes of Recommendation

Except with respect to a Superior Proposal properly brought before Gaiam�s board of directors in compliance with the
Brand Purchase Agreement, neither the board of directors nor any committee thereof shall (i) (a) withdraw or qualify
(or amend or modify in a manner adverse to Brand Purchaser), or fail to make the approval, recommendation or
declaration of advisability by the board of directors or any committee thereof of the Brand Purchase Agreement, or the
transactions contemplated by the Brand Purchase Agreement, (b) recommend, adopt or approve any Alternative
Transaction Proposal, (c) publicly make any recommendation in connection with an Alternative Transaction Proposal
other than a recommendation against such proposal, or (d) if an Alternative Transaction Proposal shall have been
publicly announced or disclosed, if so requested by Brand Purchaser, fail to recommend against such Alternative
Transaction Proposal or fail to reaffirm the approval, recommendation and declaration of advisability of the Brand
Purchase Agreement and the transactions contemplated by the Brand Purchase Agreement, on or prior to the fourth
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business day after public announcement or disclosure of such Alternative Transaction Proposal (any action described
in this clause (i) being referred to as an �Adverse Recommendation Change�), or (ii) approve or recommend or allow
Gaiam or any of its affiliates to execute or enter into, any letter of intent, memorandum of understanding, agreement
in principle, merger agreement, acquisition agreement, option agreement, joint venture agreement, partnership
agreement or other similar agreement, arrangement or understanding (a) relating to any Alternative Transaction
Proposal or any offer or proposal that would reasonably be expected to lead to an Alternative Transaction Proposal or
(b) requiring it (or that would require it) to abandon, terminate or fail to consummate the transactions contemplated by
the Brand Purchase Agreement.
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Solely in response to a Superior Proposal, Gaiam�s board of directors may make an Adverse Recommendation Change
or terminate the Brand Purchase Agreement to enter into a definitive agreement with respect to such Superior Proposal
if all of the following conditions are met:

� a Superior Proposal has been made and has not been withdrawn and continues to be a Superior Proposal;

� Gaiam shall have (i) provided to Brand Purchaser four business days prior written notice, which notice shall
state expressly (a) that it has received a Superior Proposal, (b) the material terms and conditions of the
Superior Proposal (including the consideration offered therein (and the portion thereof attributable to the
Brand Business) and the identity of the person or group of persons making the Superior Proposal), and shall
have contemporaneously provided copies of the relevant proposed transaction agreements with the person or
group of persons making such Superior Proposal (the �Alternative Acquisition Agreement�) (any material
amendment to the financial terms or any other material term of such Superior Proposal require a new notice
and a new four business day period) and (c) that it intends to effect an Adverse Recommendation Change
and the manner in which it intends to do so or that it intends to terminate the Brand Purchase Agreement in
order to enter into the Alternative Acquisition Agreement, as applicable, and (ii) prior to making such
Adverse Recommendation Change or terminating the Brand Purchase Agreement, as applicable, to the
extent requested by Brand Purchaser, engaged in good faith negotiations with Brand Purchaser during such
four business day period to amend the Brand Purchase Agreement in such a manner that the Alternative
Acquisition Agreement ceases to constitute a Superior Proposal;

� the board of directors shall have determined in good faith, after consultation with its outside legal counsel,
that, in light of such Superior Proposal and taking into account any revised terms offered by Brand
Purchaser, the failure to make an Adverse Recommendation Change or terminate the Brand Purchase
Agreement is inconsistent with its fiduciary duties under applicable law; and

� Gaiam has complied with and has not breached any of the provisions under the Brand Purchase Agreement
with respect to Alternative Transactions.

An �Alternative Transaction� means any of the following transactions: (i) any acquisition or purchase of a majority of
either the voting power or economic value of the equity securities of Gaiam, Brand Holdco or the Brand Business
Subsidiaries by any person other than Brand Purchaser; provided, however, that for the purpose of determining a
Superior Proposal, the reference to �a majority of the equity securities� in the definition of �Alternative Transaction� shall
be deemed to be a reference to 80% or more of its total voting power or economic value; (ii) any merger,
consolidation, business combination or similar transaction involving Gaiam or Brand Holdco (after the contribution of
the Brand Business to the Brand Companies pursuant to the Contribution Agreement) and any person other than Brand
Purchaser; or (iii) any sale, lease, exchange, transfer, license, acquisition or disposition of (a) all or substantially all of
the consolidated assets of Gaiam, Brand Holdco and the Brand Business Subsidiaries (which shall include the Brand
Business) or (b) all or substantially all of the assets of the Brand Business, in each case, in any single transaction or
series of related transactions, in each case, other than the Brand Business Sale and the transactions contemplated by
the Brand Purchase Agreement; provided, however, that, for the purpose of determining a Superior Proposal,
subsections (a) and (b) shall be deemed to be a reference to �all or substantially all of the consolidated assets of Gaiam,
Brand Holdco and the Brand Business Subsidiaries (which shall include the Brand Business).� In no event will
�Alternative Transaction� include any transaction solely involving or solely relating to the business of the Subscription
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An �Alternative Transaction Proposal� means any offer, proposal, letter of intent or indication of interest, written or oral
(whether binding or non-binding), to Brand Holdco or Gaiam, relating to an Alternative Transaction.

A �Superior Proposal� means any unsolicited bona fide written Alternative Transaction Proposal not attributable to or
arising from a breach of the Brand Purchase Agreement, which Gaiam�s board of directors determines in good faith
(after consultation with its outside legal counsel and an independent financial advisor of nationally
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recognized reputation), taking into account all legal, financial, regulatory, timing and other aspects of the Alternative
Transaction Proposal (including financing and breakup fee provisions) and the person making such Alternative
Transaction Proposal, (i) is reasonably capable of being completed on substantially the same or superior terms and
conditions as set forth in the Brand Purchase Agreement; (ii) to the extent financing is required, is supported by fully
committed financing; (iii) results in Gaiam receiving a purchase price of which the portion attributable to the Brand
Business is at least 5% greater than the purchase price under the Brand Purchase Agreement; and (iv) is otherwise on
terms that Gaiam�s board of directors has determined would be, if such Alternative Transaction is consummated, more
favorable to the shareholders of Gaiam than the transactions contemplated by the Brand Purchase Agreement.

Termination of the Brand Purchase Agreement and Termination Fee

The Brand Purchase Agreement may be terminated at any time before the closing upon the mutual consent of Brand
Purchaser and Gaiam. In addition, either party may terminate the Brand Purchase Agreement at any time before the
closing if, subject to certain exceptions:

� the transactions contemplated by the Brand Purchase Agreement have not been completed within 90 days
after the execution of the Brand Purchase Agreement (the �Outside Date�); provided, however, that the parties
may mutually consent in writing to extend the Outside Date for any reason and, if any person shall initiate
litigation or other proceeding seeking to enjoin the transactions contemplated by the Brand Purchase
Agreement and succeeded in obtaining a temporary restraining order or injunction, the Outside Date shall be
automatically extended for an additional 30 days, and, thereafter at Gaiam�s or Brand Purchaser�s option, for
up to two additional 30 day period; or

� if a governmental entity of competent jurisdiction shall have issued a nonappealable final judgment or taken
any other action effectively and permanently restraining, enjoining or otherwise prohibiting the transactions
contemplated by the Brand Purchase Agreement, provided, however, that the terminating party has complied
with its obligation under the Brand Purchase Agreement to use commercially reasonable efforts to
consummate the Brand Business Sale.

Brand Purchaser may terminate the Brand Purchase Agreement upon the occurrence of certain events, including,
without limitation the following:

� if Gaiam has breached or failed to perform any of its representations, warranties, covenants, or other
agreements contained in the Brand Purchase Agreement (other than with respect to an Alternative
Transaction), which breach or failure to perform would cause the conditions to the obligations of Brand
Purchaser at closing of the Brand Business Sale to not be satisfied by the Outside Date and which breach or
failure , if capable of being cured, shall not have been cured prior to the earlier of (i) the Outside Date and
(ii) 10 calendar days following receipt by Gaiam of written notice of such breach or failure from Purchaser;

� if Gaiam breaches in any material respects its obligations with respect to an Alternative Transaction; or

�
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if Gaiam, its board of directors, or any committee of Gaiam�s board of directors (i) effects an Adverse
Recommendation Change, or (ii) approves or recommends any Alternative Transaction Proposal.

Gaiam may terminate the Brand Purchase Agreement upon the occurrence of certain events, including, without
limitation, the following:

� if Brand Purchaser shall have breached or failed to perform any of its representations, warranties, covenants,
or other agreements contained in the Brand Purchase Agreement, which breach or failure to perform would
cause the conditions to the obligations of Gaiam at closing of the Brand Business Sale to not be satisfied by
the Outside Date and which breach or failure, if capable of being cured, shall not have been cured prior to
the earlier of (i) the Outside Date or (ii) 10 calendar days following receipt by Brand Purchaser of written
notice of such breach or failure from Gaiam; or
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� if (i) Gaiam receives a Superior Proposal; (ii) Gaiam has complied in all material respects with its
obligations under the Brand Purchase Agreement with respect to an Alternative Proposal; (iii) Gaiam�s board
of directors approves, and Gaiam, concurrently with the termination of the Brand Purchase Agreement,
enters into, such Alternative Acquisition Agreement with respect to such Superior Proposal; and
(iv) concurrently with such termination, Gaiam pays to Brand Purchaser the Termination Fee (described and
defined below).

Gaiam must pay to Brand Purchaser a one-time termination fee equal to $5,010,000 (the �Termination Fee�) if the
Brand Purchase Agreement is terminated:

� by Brand Purchaser (i) in connection with Gaiam�s breach, in any material respects, of its obligations with
respect to an Alternative Transaction, or (ii) Gaiam, its board of directors, or any committee of Gaiam�s board
of directors (a) effected an Adverse Recommendation Change, or (b) approved or recommended an
Alternative Transaction Proposal;

� (i) by (a) either Brand Purchaser or Gaiam because the transactions contemplated by the Brand Purchase
Agreement have not been completed by the Outside Date and Gaiam did not have the right to terminate the
Brand Purchase Agreement due to an uncured breach of the Brand Purchase Agreement by Brand Purchaser;
or (b) Brand Purchaser if there has been an uncured breach, inaccuracy in, or failure to perform any
representation, warranty, covenant, or other agreement made by Gaiam and contained in the Brand Purchase
Agreement that would cause the conditions to the obligations of Brand Purchaser at closing not to be
satisfied by the Outside Date, and, in either case, prior to such termination, an Alternative Transaction
Proposal has been made, and (ii) within nine months after such termination, Gaiam or any of its subsidiaries
(including any Brand Company) enters into a definitive agreement with any third party to consummate, or
consummates, an Alternative Transaction;

� (i) by (a) either Brand Purchaser or Gaiam because the transactions contemplated by the Brand Purchase
Agreement have not been completed by the Outside Date and Gaiam did not have the right to terminate the
Brand Purchase Agreement due to an uncured breach of the Brand Purchase Agreement by Brand Purchaser,
or (b) by Brand Purchaser if there has been an uncured breach, inaccuracy in, or failure to perform any
representation, warranty, covenant, or other agreement made by Gaiam and contained in the Brand Purchase
Agreement that would cause the conditions to the obligations of Brand Purchaser at closing not to be
satisfied by the Outside Date and, in either case, prior to such termination, no Alternative Transaction
Proposal has been made, and (ii) within six months after such termination, Gaiam or any of its subsidiaries
(including any Brand Company) enters into a definitive agreement with any third party to consummate, or
consummates, an Alternative Transaction; or

� by Gaiam if (i) Gaiam receives a Superior Proposal; (ii) Gaiam complied in all material respects with its
obligations under the Brand Purchase Agreement with respect to an Alternative Proposal; (iii) Gaiam�s board
of directors approves, and Gaiam, concurrently with the termination of the Brand Purchase Agreement,
enters into, such Alternative Acquisition Agreement with respect to such Superior Proposal; and
(iv) concurrently with such termination, Gaiam pays to Brand Purchaser the Termination Fee.

The Termination Fee is the sole and exclusive remedy available at law or in equity to Brand Purchaser for termination
of the Brand Purchase Agreement in circumstances triggering payment of the Termination Fee.
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Indemnification

From and after the closing of the Brand Sale, Brand Purchaser will indemnify and hold harmless Gaiam and its
affiliates, representatives, successors and assigns (collectively, the �Gaiam Indemnified Parties�) from and against any
and all damages that any Gaiam Indemnified Party suffers, incurs or pays, directly or indirectly, resulting from, arising
out of or related to:

� any failure of any representation or warranty of Brand Purchaser contained in the Brand Purchase Agreement
to be true and correct (without giving effect to materiality and material adverse effect qualifiers);

� any breach by Brand Purchaser of any covenant in the Brand Purchase Agreement;

� any claim made by FFL Purchaser against Gaiam or any of its affiliates pursuant to the FFL Purchase
Agreement (excluding any breach by Gaiam thereunder), and subject to the parties� compliance with certain
covenants regarding the FFL Acquired Assets after giving effect to the sale or collection of any Acquired
Assets, any breach by FFL Purchaser of the FFL Purchase Agreement; and

� any damages imposed on, sustained, incurred or suffered by, or asserted against, any of them, whether in
respect of third-party claims, direct claims or otherwise, directly or indirectly relating to, arising out of or
resulting from the arrangement of Brand Purchaser�s debt financing to fund the purchase price for the Brand
Business Sale, any other financing and/or the provision of information utilized in connection therewith.

From and after the closing of the Brand Sale, Gaiam will indemnify and hold harmless Brand Purchaser, Sequential,
each Brand Company, and their respective affiliates, representatives, successors and assigns (collectively, the �Brand
Indemnified Parties�) from and against any and all damages that any Brand Purchaser Party suffers, incurs or pays,
directly or indirectly, resulting from, arising out of or related to:

� any breach by Gaiam of a covenant contained in the Brand Purchase Agreement;

� any indebtedness of the Brand Companies that is not paid and discharged in full on or prior to the date of
closing of the Brand Sale and has not been taken into account pursuant to the terms of the Brand Purchase
Agreement;

� any transaction expenses that are not paid and discharged on or prior to the date of closing of the Brand Sale
and have not been taken into account pursuant to the terms of the Brand Purchase Agreement;

� any liabilities expressly retained by Gaiam pursuant to the terms of the Contribution Agreement;
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� any taxes relating to a pre-closing period arising directly from: (i) taxes imposed on Brand Purchaser or the
Brand Companies resulting from the Section 338(h)(10) election; (ii) the contribution of the Brand Business
Subsidiaries to Brand Holdco; (iii) any liability of the Brand Business Subsidiaries under Treasury
Regulations Section 1.1502-6 for taxes reported on a tax return; (iv) Gaiam�s breach of any representations
and warranties relating to the Section 338(h)(10) election; (v) Gaiam�s breach of certain tax-related
covenants; and (vi) certain matters specifically disclosed in the disclosure schedule to the Brand Purchase
Agreement (collectively, the �Specified Taxes�);

� any taxes imposed on, asserted against or attributable to the properties, income or operations of Gaiam or the
Brand Companies or any taxes for which Gaiam or any Brand Company is otherwise liable with respect to
all pre-closing periods;

� any pre-closing liabilities of the Brand Companies relating to or arising from any events, circumstances or
matters unrelated to the operation of the Brand Business; and

� any litigation or other proceeding commenced or brought by any shareholder of Gaiam in connection with
the transactions contemplated by the Brand Purchase Agreement.

34

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 76



Table of Contents

The indemnification obligations are subject to the following limitations:

� The representations and warranties in the Brand Purchase Agreement generally survive for a 14 month
period following the closing of the Brand Business Sale; provided, however, (i) the representations and
warranties concerning title to the membership interests of Brand Holdco and capitalization will survive until
the expiration of the applicable statute of limitations, and (ii) representations and warranties concerning
taxes survive until 60 days after the expiration of the applicable statute of limitation.

� The covenants and the agreements in the Brand Purchase Agreement generally survive for a 12 month period
following the closing of the Brand Sale; provided, however, (i) that the covenants and agreements set forth
in the Brand Purchase Agreement which are to be performed after the closing of the Brand Sale survive until
such covenants or agreements have been fully performed, and (ii) with respect to Gaiam�s indemnification
obligations for taxes related to a pre-closing period, other than Specified Taxes, which shall survive until 60
days after the expiration of the applicable statute of limitations.

� Except with respect to �fundamental� representations and warranties of Brand Purchaser or fraud by Brand
Purchaser, Gaiam Indemnified Parties may not recover any amounts resulting from a breach of a
representation or warranty by Brand Purchaser unless the damages arising out of the same or related events,
sets of facts or circumstances is at least $50,000 and the aggregate damages actually incurred by Gaiam
Indemnified Parties exceeds $1,000,000, at which time the Gaiam Indemnified Parties may recover only
damages in excess of $1,000,000.

� Brand Purchaser�s aggregate indemnification obligation to any and all Gaiam Indemnified Parties under the
Brand Purchase Agreement is capped at $11,690,000; however, such cap amount will not apply to (i) fraud
in connection with any breach of a representation or warranty, and (ii) any indemnification claim in
connection with a breach by FFL Purchaser under the FFL Purchase Agreement or any claims by FFL
Purchaser against a Gaiam Indemnified Party (excluding any actual breach by a Gaiam Indemnified Party
under the FFL Purchase Agreement).

� Gaiam�s aggregate indemnification obligation to any and all Brand Indemnified Parties under the Brand
Purchase Agreement is capped at $11,690,000, however such cap amount will not apply to (i) any
indemnification claim in connection with the Specified Taxes, (ii) any liabilities expressly retained by Gaiam
pursuant to the terms of the Contribution Agreement, (iii) any pre-closing liabilities of the Brand Companies
relating to or arising from any events, circumstances or matters unrelated to the Brand Business, (iv) any
litigation or other proceeding commenced by any shareholder of Gaiam in connection with the transactions
contemplated by the Brand Purchase Agreement, and (v) fraud in connection with any breach of a
representation or warranty.

� The Brand Indemnified Parties� sole recourse with respect to (i) any breach of, or inaccuracy in, Gaiam�s
representations and warranties contained in the Brand Purchase Agreement, and (ii) indemnification claims
for taxes related to a pre-closing period, other than the Specified Taxes, is against a buyer-side representation
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and warranty insurance policy, and neither Gaiam nor its affiliates, representative, successors or assigns will
be liable for any damages with respect to (i) any breach of, or inaccuracy in, Gaiam�s representations and
warranties contained in the Brand Purchase Agreement, or (ii) indemnification claims for taxes related to a
pre-closing period, other than the Specified Taxes.

� From and after the first anniversary of the closing of the Brand Sale, no Brand Indemnified Party or Gaiam
Indemnified Party is entitled to indemnification, to sue for damages or to assert any other claim or remedy
under the Brand Purchase Agreement with respect to any damages, cause of action or other claim if such
Brand Indemnified Party or Gaiam Indemnified Party, as applicable, failed to give written notice of such
damages, cause of action or other claim within 90 days after the date on which such Brand Indemnified Party
learned of such damages, cause of action or other claim.

� In the event of a breach by any party of a covenant under the Brand Purchase Agreement, the right of each
party to assert and receive indemnification pursuant to the Brand Purchase Agreement, from and after the
closing date, is the sole and exclusive right and remedy of such party for any indemnifiable
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losses with respect to any breach by any other party of any covenant, representation, warranty or
otherwise under the Brand Purchase Agreement, relating to the Brand Purchase Agreement or
relating to the transactions contemplated by the Brand Purchase Agreement, except; (i) in the case of
fraud by representatives of Gaiam or by Brand Purchaser, in each case, with respect to a
representation or warranty under the Brand Purchase Agreement; (ii) the dispute resolution
provisions set forth in the Brand Purchase Agreement in respect of the calculation of the final net
closing cash consideration (as described in �Matter No. 1: The Brand Business Sale � The Brand
Purchase Agreement � Purchase Price Adjustment�); (iii) the right to the termination fee (as described
in �Matter No. 1: The Brand Business Sale � The Brand Purchase Agreement Termination of the Brand
Purchase Agreement and Termination Fee�); and (iv) the right to specific performance in the event of
a breach by any party of a covenant under the terms of the Brand Purchase Agreement.

Representation and Warranty Insurance Policy

Brand Purchaser is required to use reasonable best efforts to take, or cause to be taken, all actions necessary to have
fully bound by the closing of the Brand Sale a representation and warranty insurance policy in favor of the Brand
Purchaser. Brand Purchaser�s and the Brand Indemnified Parties� sole recourse with respect to (i) any breach of, or
inaccuracy in, Gaiam�s representations and warranties (including all fundamental representations) contained in the
Brand Purchase Agreement, subject to some limited exceptions, and (ii) indemnification claims for taxes related to a
pre-closing period, other than the Specified Taxes, shall be against the representation and warranty policy insurer,
pursuant to the terms of the policy. Neither Gaiam nor its affiliates shall be liable for any damages arising from any
breach or inaccuracy of Gaiam�s representations and warranties in the Brand Purchase Agreement or any
indemnification claims for taxes related to a pre-closing period, other than the Specified Taxes.

Parent Guaranty

Sequential, the owner of 100% of the outstanding membership interests of Brand Purchaser, is guaranteeing Brand
Purchaser�s performance of its payment obligations under the Brand Purchase Agreement. Gaiam may recover directly
from Sequential the full amount of any guaranteed obligation on demand to the extent that Brand Purchaser has
breached or defaulted on any guaranteed obligations.

Relationship Between the Brand Purchase Agreement and the FFL Purchase Agreement

Pursuant to the terms of the FFL Purchase Agreement, Gaiam and FFL Purchaser have agreed to consummate the
Working Capital Sale immediately before the closing of the Brand Sale. Pursuant to the terms of the Brand Purchase
Agreement, either (i) the consummation of the Working Capital Sale or (ii) the transfer and assignment of the FFL
Acquired Assets from the Brand Companies to Gaiam is a condition precedent to the consummation of the Brand Sale.

Gaiam may not, without the prior written consent of Brand Purchaser (which consent may be withheld in its
reasonable discretion), terminate, amend, modify or supplement the FFL Purchase Agreement in any material respect.
In the event FFL Purchaser fails to close the Working Capital Sale, or otherwise fails to fund the purchase price at the
closing of the Working Capital Sale, (i) Gaiam has the right to (A) terminate the FFL Purchase Agreement, and (B) to
cause the Brand Companies to transfer and assign the FFL Acquired Assets to Gaiam immediately before the Brand
Sale; (ii) during the 60 day period following the closing of the Brand Sale, Gaiam and Brand Purchaser will work
together in good faith to allow Gaiam to sell and/or collect the FFL Acquired Assets in the ordinary course of
business; and (iii) following the closing of the Brand Sale, the Brand Companies shall grant to Gaiam a limited
royalty-free, sublicensable, worldwide license to use, reproduce and display certain Brand Business trademarks solely
as necessary to market and sell and/or collect the FFL Acquired Assets and such license shall be sublicensable to any
subsequent purchaser or assignee of the FFL Acquired Assets solely as necessary to market and sell any FFL
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The FFL Purchase Agreement

The following summary describes the material terms and provisions of the FFL Purchase Agreement. The terms and
provisions of the FFL Purchase Agreement are complicated and not easily summarized. The FFL Purchase
Agreement is attached to this information statement as Annex B and is incorporated by reference into this information
statement. You are encouraged to read it carefully in its entirety for a more complete understanding of the FFL
Purchase Agreement and the Working Capital Sale.

The FFL Purchase Agreement and the following summary have been included to provide you with information
regarding the material terms and provisions of the FFL Purchase Agreement and the transactions described in this
information statement. Gaiam does not intend that the FFL Purchase Agreement or any of its terms or provisions will
constitute a source of business or operational information related to Gaiam. The representations and warranties of
Gaiam and its subsidiaries contained in the FFL Purchase Agreement (i) were made for purposes of the FFL
Purchase Agreement, (ii) are subject to materiality qualifications contained in the FFL Purchase Agreement which
may differ from what may be viewed as material by shareholders, (iii) were made only as of the date of the FFL
Purchase Agreement or such other date as is specified in the FFL Purchase Agreement, and (iv) have been included
in the FFL Purchase Agreement for the purpose of allocating risk between the contracting parties rather than
establishing matters as facts. Shareholders should not rely on the representations and warranties or any descriptions
thereof as characterizations of the actual state of facts or condition of Gaiam or any of its subsidiaries or affiliates.
Other than as disclosed in this information statement, as of the date of this information statement Gaiam is not aware
of any material facts that are required to be disclosed under the federal securities laws that would contradict the
representations and warranties in the FFL Purchase Agreement. Gaiam will provide additional disclosure in its
public reports to the extent that it is aware of the existence of any material facts that are required to be disclosed
under federal securities laws and that might otherwise contradict the terms and information contained in the FFL
Purchase Agreement and will update such disclosure as required by federal securities laws. Further, information
concerning the subject matter of these representation or warranties may have changed since the date of the FFL
Purchase Agreement. To the extent any such material change has occurred or occurs in the future, Gaiam has
included and will include in its public reports any material information necessary to provide shareholders a
materially complete understanding of the FFL Purchase Agreement disclosures. Accordingly, the FFL Purchase
Agreement should not be read alone, but should instead be read in conjunction with the other information regarding
Gaiam and its subsidiaries that has been, is or will be contained in, or incorporated by reference into, the Forms
10-K, Forms 10-Q, Forms 8-K, proxy statements, registration statements and other documents that Gaiam files with
the Securities and Exchange Commission. Business and operational information regarding Gaiam can be found
elsewhere in this information statement and in the other public documents that Gaiam files with the Securities and
Exchange Commission. See �The Companies � Gaiam, Inc.�

General

Under the FFL Purchase Agreement, FFL Purchaser will purchase from the Brand Companies, and Gaiam will cause
the Brand Companies to sell to FFL Purchaser, (i) inventory, (ii) accounts receivable, and (iii) other physical assets,
including, without limitation, furniture and other operating assets, in each case, related to each such Brand Company�s
business. In addition, FFL Purchaser will assume: (a) certain trade payables of the Brand Companies; (b) all liabilities
and obligations arising from or related to the acquired assets in respect of the period on or after the closing date; and
(c) all liabilities and obligations set forth on the closing statement. Brand Purchaser expects to license certain rights
and transfer certain assets and liabilities acquired under the Brand Purchase Agreement to FFL Purchaser upon
consummation of the Brand Purchase Sale.

Purchase Price
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at closing and post-closing for working capital. FFL Purchaser will pay estimated net cash
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consideration to Gaiam at the closing equal to the $21,300,000 purchase price, minus the Brand Companies� working
capital target amount, and plus the estimated working capital amount (which working capital estimate may not exceed
the working capital target plus $5,000,000).

Purchase Price Adjustment

FFL Purchaser will pay estimated net cash consideration to Gaiam at the closing of the Working Capital Sale and the
parties will determine the final net cash consideration after the closing of the Working Capital Sale, using the
calculation for estimated net cash consideration described above, based on the actual amounts of the Brand Companies�
working capital as of the closing of the Working Capital Sale, and reconcile any shortfall or excess.

Before the closing of the Working Capital Sale, Gaiam will provide FFL Purchaser with estimated closing working
capital amount. At closing of the Brand Sale, Brand Purchaser will pay to Gaiam an estimated net cash consideration
equal to the $21,300,000 purchase price, minus the working capital target, plus the estimated working capital amount,
minus the accrued liabilities credit amount.

After closing of the Working Capital Sale, the parties will calculate the final net cash consideration, using the
calculation for estimated net cash consideration described above, based on the actual closing amounts of the Brand
Companies� working capital amount.

If the final net cash consideration is greater than the estimated net cash consideration paid at the closing, FFL
Purchaser shall pay a cash amount equal to the excess to Gaiam within three business days of such determination. If
the final net cash consideration is less than the estimated net cash consideration paid at the closing, Gaiam and Brand
Purchaser shall deliver a joint instruction to the escrow agent to distribute from the escrow account established under
the Brand Purchase Agreement to FFL Purchaser a cash amount equal to the deficit (such deficit not to exceed the
amount in escrow) to the extent the funds in the escrow account established under the Brand Purchase Agreement are
not payable to Brand Purchaser under the terms of the Brand Purchase Agreement.

Representations and Warranties

The FFL Purchase Agreement contains limited representations and warranties made by each of the parties regarding
aspect of its ability to enter into the FFL Purchase Agreement, consummate the transactions contemplated in the FFL
Purchase Agreement and other facts pertinent to the Working Capital Sale. See disclaimer regarding these
representations and warranties under the heading �Matter No. 1: The Brand Business Sale � The FFL Purchase
Agreement.� The FFL Purchase Agreement contains certain representations and warranties made by Gaiam regarding,
among other things, the following subjects:

� Gaiam�s corporate organization and power, and good standing;

� the authorization, execution, delivery, performance, and enforceability of the FFL Purchase Agreement and
the documents, instruments, certificates and agreements executed in connection with the FFL Purchase
Agreement, including without limitation, a transition services agreement, a reception services agreement, an
amendment and assignment of lease agreement, and a bill of sale (the �FFL Collateral Agreements�);
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� approval by Gaiam�s board of directors;

� the absence of conflicts with, or defaults under, Gaiam�s organizational documents, material contracts, and
applicable law; and

� broker fees and expenses.
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In addition, FFL Purchaser made certain representations and warranties to us regarding, among other things, the
following subjects:

� the authorization, execution, delivery, performance, and enforceability of the FFL Purchase Agreement and
the FFL Collateral Agreements;

� the absence of conflicts with, or defaults under, FFL Purchaser�s organizational documents, material
contracts, and applicable law;

� broker fees and expenses;

� solvency of FFL Purchaser after closing;

� debt financing and debt commitment letter related to the financing of the purchase price; and

� non-reliance of FFL Purchaser and acknowledgment of no other representations or warranties.
Conditions to Closing

The closing of the Working Capital Sale shall occur immediately before the closing of the Brand Sale and shall occur
no earlier than three business days after Gaiam delivers a written notice to FFL Purchaser containing (i) a statement
that the closing conditions under the Brand Purchase Agreement have been satisfied or waived and that Gaiam and
Brand Purchase are ready and prepared to close the Brand Sale, subject only to the occurrence of the closing of the
Working Capital Sale, and (ii) the date on which the closing under the Brand Purchase Agreement is to occur (which
date will be at least three business days after the delivery of the written notice). At the closing of the Working Capital
Sale, Gaiam and FFL Purchaser shall deliver the signatures, instruments, agreements, and other deliverables that are
contemplated by the FFL Purchase Agreement.

Covenants

The FFL Purchase Agreement contains numerous covenants of FFL Purchaser and Gaiam during the period up to and
including the date of closing of the Working Capital Sale, and in some instances, after the date of closing of the
Working Capital Sale.

The FFL Purchase Agreement contains covenants of FFL Purchaser relating to, among other things:

� using best efforts to obtain debt financing to fund the purchase price for the Working Capital Sale;

�
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non-solicitation of employees by FFL Purchaser for two years following the closing of the Working Capital
Sale; and

� non-competition and non-interference by FFL Purchaser for two years following the closing of the Working
Capital Sale.

The FFL Purchase Agreement contains covenants of Gaiam relating to, among other things:

� non-competition and non-interference by Gaiam for two years following the closing of the Working Capital
Sale, subject to certain exceptions; and

� non-solicitation of employees, clients, customers, suppliers, licensees and business relations by Gaiam for
two years following the date of closing of the Working Capital Sale, subject to certain exceptions.

Termination of the FFL Purchase Agreement

Either Gaiam or FFL Purchaser may terminate the FFL Purchase Agreement by delivery of written notice to the other
party if the Brand Purchase Agreement has been validly terminated in accordance with its terms. In addition, Gaiam
may, at Gaiam�s election, terminate the FFL Purchase Agreement in the event that FFL Purchaser fails to fund the net
closing consideration on the date of closing of the Working Capital Sale.
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Voting Agreements

On May 10, 2016, Jirka Rysavy and Prentice Consumer Partners, LP (executed by Prentice Capital Management, LP,
its investment manager), in each case, in their respective capacity as a shareholder beneficially owning more than 10%
of Gaiam�s issued and outstanding common stock, entered into separate voting agreements with Gaiam (each a �Voting
Agreement,� and together, collectively the �Voting Agreements�). Mr. Rysavy, our founder, Chairman and a member of
our board of directors beneficially owned 348,682 shares of Gaiam�s Class A common stock and 5,400,000 shares of
Gaiam�s Class B common stock, representing approximately 74.3% of the voting interest of Gaiam�s common stock, as
of May 10, 2016. Prentice Consumer Partners, LP beneficially owned 2,566,323 shares of Gaiam�s Class A common
stock, representing approximately 13.4% of the voting interest of Gaiam�s common stock, as of May 10, 2016. Michael
Zimmerman, one of our directors, shares voting and dispositive power over the securities beneficially owned by
Prentice Consumer Partners, LP. Mr. Zimmerman disclaims beneficial ownership over the securities, except to the
extent of his pecuniary interest therein.

Pursuant to the Voting Agreements, each shareholder agreed to vote, subject to the conditions contained in the Voting
Agreements, at a shareholders� meeting or deliver a written consent with respect to beneficially owned shares of
Gaiam�s Class A common stock and Gaiam�s Class B common stock, as applicable, (i) in favor of (a) the approval and
adoption of the Brand Purchase Agreement, the FFL Purchase Agreement and the transactions contemplated thereby,
(b) any proposal to adjourn or postpone any meeting of Gaiam�s shareholder to a later date if there are not sufficient
votes to approve the adoption of the Brand Purchase Agreement and the FFL Purchase agreement on the date on
which such meeting is held, and (c) any other matter necessary for the consummation of the transactions contemplated
under the Brand Purchase Agreement and the FFL Purchase Agreement that is considered at any such meeting of the
shareholders, and (ii) against (a) any action or agreement that is intended or would reasonably be expected to result in
a breach of any covenant, representation or warranty or any other obligation or agreement of Gaiam under the Brand
Purchase Agreement or the FFL Purchase Agreement or of such shareholder under the Voting Agreement, (b) any
Alternative Transaction Proposal (as defined in the Voting Agreements), (c) any other action, agreement or transaction
involving Gaiam or any Brand Company that is intended or would reasonably be expected to impede, interfere with,
delay, postpone, adversely affect, inhibit or prevent the consummation of the transactions contemplated by the Brand
Purchase Agreement or the FFL Purchase Agreement or the performance by Gaiam of its obligations under the Brand
Purchase Agreement or the FFL Purchase Agreement or by the shareholder of its obligations under the Voting
Agreement, or (d) any amendment or change to Gaiam�s organizational documents as in effect as of the date of the
Voting Agreement except as contemplated or permitted by the Brand Purchase Agreement; provided, however,
nothing in the Voting Agreement prohibits, prevents or restricts such shareholder from voting (or causing to be voted)
or delivering (or causing to be delivered) a written consent with respect to beneficially owned shares of Gaiam�s
Class A and Class B common stock, as applicable, in favor of a Superior Proposal, if Gaiam has complied with its
obligations under the Brand Purchase Agreement with respect to such Superior Proposal and Gaiam and Brand
Purchaser shall have, at the request of the Brand Purchaser, engaged in good faith negotiations to amend the Brand
Purchase Agreement. Pursuant to the Voting Agreement, each shareholder irrevocably appoints Gaiam (or its
designees) as its proxy and attorney-in-fact, with full power of substitution and resubstitution, in place of such
shareholder and to the full extent of such shareholder�s voting rights, to vote and execute written consents to approve
the matters described in the Voting Agreements.

In the event there is an amendment to the Brand Purchase Agreement or the FFL Purchase Agreement that (a) reduces
the amount of the combined $167,000,000 purchase price of the Brand Business Sale, (b) changes the form of the
purchase price in either the Brand Purchase Agreement or the FFL Purchase Agreement to include or substitute
therefor any consideration other than cash, (c) amends the conditions precedent in the Brand Purchase Agreement
(except in the case of a waiver by Sequential), or (d) results in any additional liability or potential liability to Gaiam in
excess of $2,000,000, neither shareholder will be required to take the actions listed above unless such shareholder has
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Each of the Voting Agreements contains covenants of each shareholder relating to, among other things: (i) the sale or
transfer of, the creation of any lien or encumbrance on, or entry into any agreement with respect to the shareholder�s
shares; (ii) the grant of any proxy, power-of-attorney or other authorization or consent with respect to the shareholder�s
shares; (iii) the deposit of the shareholder�s shares into a trust or entry into a voting agreement; and (iv) any other
actions that would restrict, limit or interfere with the performance of the shareholder�s obligations under the Voting
Agreement or otherwise make any representation or warranty of the shareholder in the Voting Agreement untrue or
incorrect. Further, each shareholder has agreed to not (i) solicit, initiate or knowingly facilitate, induce or encourage
any inquiries or the making of any proposal or offer that constitutes or would reasonably be expected to lead to an
Alternative Transaction, (ii) enter into, continue or otherwise participate in any discussions or negotiations regarding,
or furnish to anyone any information with respect to, or otherwise cooperate in any way that would otherwise be
expected to lead to, any Alternative Transaction, or (iii) enter into any contract or other similar agreement with any
person relating to any Alternative Transaction.

The shareholders� obligations under the Voting Agreements terminate upon, (i) the termination of the Brand Purchase
Agreement or the FFL Purchase Agreement in accordance with their respective terms, (ii) the closing of the Brand
Business Sale, (iii) mutual consent of the parties to terminate a Voting Agreement, (iv) the date an Adverse
Recommendation Change has occurred, (v) the date of any amendment to or waiver of any provision of the Brand
Purchase Agreement, which any shareholder party to the Voting Agreement has rejected, that (a) reduces the purchase
price, (b) changes the form of the purchase price to include or substitute therefor any consideration other than cash,
(c) amends certain conditions precedent set forth in the Brand Purchase Agreement, or (d) results in any additional
liability or potential liability to Gaiam, and (vi) the close of business on August  10, 2016.

Contribution Agreement

In connection with the Brand Business Sale, Gaiam and Brand Holdco entered into a Contribution and Assignment
Agreement (the �Contribution Agreement�) to cause the separation of the Brand Business from the Subscription
Business, and any other businesses Gaiam or Gaiam�s subsidiaries may operate, and to facilitate the contribution of the
Brand Business into Brand Holdco. In accordance with the Contribution Agreement, immediately prior to the
execution of the Brand Purchase Agreement:

� Gaiam contributed to Brand Holdco, free and clear of all liens, all of Gaiam�s interest in the issued and
outstanding equity securities of Gaiam Americas, together with all of Gaiam�s other assets, properties,
privileges, claims, contracts, business and rights used primarily in the conduct of the Brand Business;

� Gaiam assigned to Brand Holdco, free and clear of all liens, all of Gaiam�s right, title and interest in and to,
and all of Gaiam�s liabilities, obligations and commitments in connection with the contracts used solely in
connection with Gaiam and Gaiam�s operation of the Brand Business; and

� Brand Holdco assumed all obligations and liabilities of Gaiam related solely to the conduct of the Brand
Business, and other liabilities related primarily to the conduct of the Brand Business to the extent set forth in
a schedule attached to the Contribution Agreement.

Treatment of Outstanding Stock Options in Connection with the Brand Business Sale

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 89



Pursuant to Gaiam�s form of employee stock option agreement, generally, vesting of stock options cease on the date
the grantee ceases to be employed by Gaiam. Thereafter, the grantee may exercise vested stock options within the
lesser of (i) the 30 day period commencing on the first day after the grantee�s last day of employment with Gaiam or
(ii) the remaining term of the option.

Upon the closing of the Brand Business Sale, 50% of all unvested stock options held by employees of the Brand
Business immediately prior to the Brand Business Sale will vest automatically. In addition, after the closing of
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the Brand Business Sale, but following the automatic vesting of 50% of the unvested stock options, it is expected that
all employees will be eligible to tender vested stock options in Gaiam�s planned tender offer at a purchase price per
vested stock option equal to the positive amount, if any, resulting when subtracting the exercise price of each option
from the per-share purchase price in Gaiam�s planned tender offer. See also �Matter No. 1: The Brand Business Sale �
Interest of Certain Persons in or Opposition to Matters to be Acted Upon� and �Matter No. 1: The Brand Business Sale �
Change-in-Control Compensation.�

Use of Proceeds

Together with the announcement of the Brand Business Sale, Gaiam announced that it intends, contingent upon the
closing of the Brand Business Sale, to use up a portion of the proceeds received from the Brand Business Sale to
conduct an issuer cash tender offer for up to an aggregate of 12 million shares of Gaiam�s Class A common stock or
vested stock options, at a price equal to $7.75 per share, on the terms and subject to the conditions set forth in the
Offer to Purchase and other tender offer materials. This information statement is not an offer to purchase or a
solicitation of an offer to sell securities, and it not a substitute for any offer materials that Gaiam will file with the
Securities and Exchange Commission. Upon commencement of the tender offer, Gaiam will file with the Securities
and Exchange Commission a tender offer statement on Schedule TO (including an Offer to Purchase contained
therein) relating to the tender offer. GAIAM SHAREHOLDERS ARE URGED TO READ CAREFULLY THESE
DOCUMENTS WHEN THEY BECOME AVAILABLE BECAUSE THEY CONTAIN IMPORTANT
INFORMATION ABOUT THE TENDER OFFER. Copies of these documents will be available for free after they are
filed with the Securities and Exchange Commission by visiting EDGAR on the Securities and Exchange Commission�s
website at www.sec.gov and on Gaiam�s website at corporate.gaiam.com. Gaiam intends to use the remainder of the
proceeds received from the Brand Business Sale will be used for general corporate purposes, including growing the
Subscription Business.

Gaiam, Inc. After the Brand Business Sale

On May 4, 2016, Gaiam Travel Inc., Gaiam�s wholly-owned subsidiary (�Gaiam Travel�), closed the sale of its entire
51.4% interest in the issued and outstanding capital stock of Natural Habitat for $12,850,000 in cash (the �Travel
Business Sale�). Natural Habitat directly, and indirectly through its subsidiaries, owns all of the assets and liabilities,
primarily related to, or used in the Travel Business.

Following the Travel Business Sale and the completion of the Brand Business Sale, Gaiam will continue to own and
operate the Subscription Business. The Subscription Business is a digital subscription service, providing members
access to approximately 7,000 video titles, 90% of which are available exclusively to subscribers for digital streaming
on virtually any internet-connected device anytime, anywhere. Gaiam will also continue to own through a subsidiary a
multi-tenant office complex in Louisville, Colorado where its principal offices are located.

In addition, promptly after the closing of the Brand Business Sale, we will cease to operate under the name Gaiam,
Inc. and will change our name to �Gaia, Inc.� See �Matter No.  3: The Name Change� for a description of the change of
Gaiam�s corporate name.

Governmental and Regulatory Matters

Under the Hart-Scott-Rodino Antitrust Improvement Act (the �HSR Act�) and the rules and regulations promulgated
thereunder, Brand Purchaser and Gaiam are required to make certain filings with the Antitrust Division of the U.S.
Department of Justice (the �DOJ�), and the U.S. Federal Trade Commission (the �FTC�). The Brand Sale may not be
consummated until the applicable waiting periods under the HSR Act have expired or have been terminated. Brand
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HSR Act on or around May 18, 2016.
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During or after the statutory waiting periods and clearance of the Brand Sale, and even after completion of the Brand
Business Sale, either the DOJ or the FTC could take action under the antitrust laws with respect to the Brand Business
Sale, including seeking to enjoin the completion of the Brand Sale, to rescind the Brand Sale or to conditionally
approve the Brand Sale upon the divestiture of assets of Brand Purchaser�s or Gaiam�s or to impose restrictions on the
operation of Brand Purchaser of Gaiam post-closing. Moreover, in some jurisdictions, a competitor, customer, state
Attorney General or other third party could initiate an action under the antitrust laws challenging or seeking to enjoin
the Brand Business Sale, before or after it is completed.

We believe we are not required to make any other material filings or obtain any material governmental consents or
approvals before the consummation of the Brand Sale. If any approvals, consents or filings are required to
consummate the Brand Business Sale, we will seek or make such consents, approvals or filings as promptly as
possible.

There can be no guarantee that the Brand Sale will not be challenged on antitrust grounds or, if such challenge is
made, that the challenge will not be successful. Similarly, there can be no assurance that Brand Purchaser or Gaiam
will obtain the regulatory approvals necessary to consummate the Brand Sale or that the granting of these approvals
will not involve the imposition of conditions to the consummation of the Brand Sale or require changes to the terms of
the Brand Sale. These conditions or changes could result in the conditions to the Brand Sale not being satisfied prior
to the Outside Date, which would allow Brand Purchaser to terminate the Brand Purchase Agreement. See �Matter
No. 1: The Brand Business Sale � The Brand Purchase Agreement � Termination of the Brand Purchase Agreement.�

Opinion of Financial Advisor

Gaiam�s board of directors requested Stifel�s opinion, as investment bankers, as to the fairness, from a financial point of
view and as of the date of such opinion, to Gaiam of the aggregate consideration of $167,000,000 in cash to be
received by Gaiam from Brand Purchaser and FFL Purchaser in the transactions contemplated under the Brand
Purchase Agreement and the FFL Purchase Agreement (the �Opinion�). On May 10, 2016, Stifel delivered to Gaiam�s
board of directors its written opinion that, as of the date of the Opinion and subject to and based on the assumptions
made, procedures followed, matters considered, limitations of the review undertaken, assumptions made and
qualifications and other matters contained in such Opinion, the aggregate consideration of $167,000,000 in cash to be
received by Gaiam from Brand Purchaser and FFL Purchaser in the Brand Business Sale pursuant to the Brand
Purchase Agreement and the FFL Purchase Agreement was fair to Gaiam, from a financial point of view.

Gaiam�s board of directors did not impose any limitations on Stifel with respect to the investigations made or
procedures followed in rendering the Opinion. In selecting Stifel, Gaiam�s board of directors considered, among other
things, Stifel�s reputation in the investment banking and merger/acquisition industries, its specific experience and
expertise in the consumer products, retail and travel categories, its experience representing publicly-traded companies
in general, and its ability to provide full-service investment banking capabilities.

The full text of the Opinion is attached to this information statement as Annex C and is incorporated herein by
reference. The summary of the Opinion contained in this information statement is qualified in its entirety by reference
to the full text of the Opinion. Gaiam�s shareholders are encouraged to read the Opinion carefully and in its entirety for
a discussion of the procedures followed, assumptions made, qualifications and other matters considered and limits of
the review undertaken by Stifel in connection with the Opinion.

In rendering the Opinion, Stifel, among other things:
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� discussed the Brand Business Sale and related matters with Gaiam�s counsel and reviewed a draft of the
Brand Purchase Agreement, dated May 9, 2016, and a draft of the FFL Purchase Agreement, dated May 9,
2016, such drafts being the last respective drafts of the Brand Purchase Agreement and the FFL Purchase
Agreement provided to Stifel;
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� reviewed unaudited consolidated financial results of the Brand Companies and the Brand Business for the
fiscal years ended on December 31, 2013, December 31, 2014 and December 31, 2015, respectively,
prepared by Gaiam�s management;

� reviewed information regarding estimated revenue and expenses of the Brand Companies and the Brand
Business for the fiscal year ending December 31, 2016 prepared by Gaiam�s management;

� reviewed and analyzed certain publicly available information concerning the terms of selected transactions
that Stifel considered relevant to its analysis;

� reviewed and analyzed certain publicly available financial and stock market data relating to selected public
companies that Stifel deemed relevant to its analysis;

� participated in certain discussions and negotiations between representatives of Gaiam, Brand Purchaser and
FFL Purchaser;

� considered the results of Stifel�s efforts, at the direction of Gaiam, to solicit indications of interest from
selected third parties with respect to a sale transaction relating to the Brand Companies and the Brand
Business;

� conducted such other financial studies, analyses and investigations and considered such other information as
Stifel deemed necessary or appropriate for purposes of the Opinion; and

� took into account its assessment of general economic, market and financial conditions and its experience in
other transactions, as well as its experience in securities valuations and its knowledge of the Brand
Companies� industry and the Brand Business generally.

In rendering the Opinion, Stifel relied upon and assumed, without independent verification, the accuracy and
completeness of all of the financial and other information that was provided to Stifel by or on behalf of Gaiam, or that
was otherwise reviewed by Stifel, and did not assume any responsibility for independently verifying any of such
information. With respect to the revenue and expense forecasts supplied to Stifel by Gaiam, Stifel assumed, at the
direction of Gaiam, that they were reasonably prepared on the basis reflecting the best currently available estimates
and judgments of Gaiam�s management, as to the revenues and expenses of the Brand Companies and the Brand
Business for the periods indicated, and that they provided a reasonable basis upon which Stifel could form its opinion.
The Opinion states that such forecasts were not prepared with the expectation of public disclosure, that all such
revenue and expenses forecasts are based on numerous variables and assumptions that are inherently uncertain,
including, without limitation, factors related to general economic and competitive conditions and that, accordingly,
actual results could vary significantly from those set forth in such forecasts. Stifel relied on this forecasted information
without independent verification or analyses and did not in any respect assume any responsibility for the accuracy or
completeness thereof. Stifel did not receive any internal financial analyses, financial forecasts, reports or other
information concerning the Brand Companies or the Brand Business prepared by Gaiam�s management of a nature that
would have enabled Stifel to perform a discounted cash flow analysis of the Brand Companies� and the Brand
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Stifel also assumed that there were no material changes in the assets, liabilities, financial condition, results of
operations, business or prospects of the Brand Companies or the Brand Business since the date of the last financial
results of the Brand Companies and the Brand Business made available to Stifel. Stifel did not make or obtain any
independent evaluation, appraisal or physical inspection of the Brand Companies� or the Brand Business�s assets or
liabilities, including, without limitation, the FFL Acquired Assets and the FFL Assumed Liabilities, nor was Stifel
furnished with any such evaluation or appraisal. The Opinion states that estimates of values of companies and assets
do not purport to be appraisals or necessarily reflect the prices at which companies or assets may actually be sold and
that because such estimates are inherently subject to uncertainty, Stifel assumes no responsibility for their accuracy.

Stifel assumed, with the consent of Gaiam�s board of directors, that there are no factors that would delay or subject to
any adverse conditions any necessary regulatory or governmental approval and that all conditions to
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the Brand Business Sale will be satisfied and not waived. In addition, Stifel assumed that the definitive Brand
Purchase Agreement and the definitive FFL Purchase Agreement would not differ materially from the drafts Stifel
reviewed. Stifel also assumed that the transactions contemplated under the Brand Purchase Agreement and the FFL
Purchase Agreement will be consummated simultaneously substantially on the terms and conditions described in the
Brand Purchase Agreement and the FFL Purchase Agreement, without any waiver of material terms or conditions by
Gaiam or any other party and without any anti-dilution or other adjustment to the consideration, and that obtaining any
necessary regulatory approvals or satisfying any other conditions for consummation of the Brand Business Sale will
not have an adverse effect on Gaiam, the Brand Companies, the Brand Business, or the Brand Business Sale. Stifel
assumed that the Brand Business Sale will be consummated in a manner that complies with the applicable provisions
of the Securities Act of 1933, as amended, the Exchange Act and all other applicable federal and state statutes, rules
and regulations. Stifel further assumed that Gaiam relied upon the advice of its counsel, independent accountants and
other advisors (other than Stifel) as to all legal, financial reporting, tax, accounting and regulatory matters with respect
to Gaiam, the Brand Companies, the Brand Business, the Brand Business Sale, the Brand Purchase Agreement and the
FFL Purchase Agreement.

Stifel�s Opinion was limited to whether the aggregate consideration was fair to Gaiam, from a financial point of view,
as of the date of the Opinion, and it does not address any other terms, aspects or implications of the Brand Business
Sale, including, without limitation, the form or structure of the Brand Business Sale, any consequences of the Brand
Business Sale on Gaiam, the Brand Companies, the Brand Business or Gaiam�s and the Brand Companies�
shareholders, creditors or otherwise, or any terms, aspects or implications of any voting, support, shareholder or other
agreements, arrangements or understandings contemplated or entered into in connection with the Brand Business Sale
or otherwise. The Opinion also does not consider, address or include: (i) any other strategic alternatives then (or which
were or may have been) contemplated by Gaiam�s board of directors or Gaiam; (ii) the legal, tax or accounting
consequences of the Brand Business Sale on Gaiam, the Brand Companies, the Brand Business or the respective
shareholders of Gaiam and the Brand Companies; (iii) the fairness of the amount or nature of any compensation to any
of Gaiam�s or the Brand Companies� officers, directors or employees, or class of such persons, relative to the
compensation to the holders of Gaiam�s securities; (iv) the effect of the Brand Business Sale on, or the fairness of the
consideration to be received by, holders of any class of securities of Gaiam or the Brand Companies, or any class of
securities of any other party to any transaction contemplated by the Brand Purchase Agreement and the FFL Purchase
Agreement; and (v) how the proceeds of the Brand Business Sale may be used or distributed.

Furthermore, Stifel does not express any opinion as to the prices, trading range or volume at which Gaiam�s securities
would trade following public announcement or consummation of the Brand Business Sale.

The Opinion is necessarily based on economic, market, financial and other conditions as they existed, and on the
information made available to Stifel by or on behalf of Gaiam or its advisors, or information otherwise reviewed by
Stifel, as of the date of the Opinion. The Opinion states that subsequent developments may affect the conclusion
reached in the Opinion and that Stifel does not have any obligation to update, revise or reaffirm the Opinion.

The Opinion was approved by Stifel�s fairness committee. The Opinion was for the information of, and directed to,
Gaiam�s board of directors for its information and assistance in connection with its consideration of the financial terms
of the Brand Business Sale. The Opinion does not constitute a recommendation to Gaiam�s board of directors as to
how Gaiam�s board of directors should vote on the Brand Business Sale or to any shareholder of Gaiam, Brand
Companies, Brand Purchaser or FFL Purchaser as to how any such shareholder should vote at any shareholders�
meeting at which the Brand Business Sale is considered, or whether or not any shareholder of Gaiam, Brand
Companies or Brand Purchaser should enter into a voting, shareholders�, or affiliates� agreement with respect to the
Brand Business Sale, or exercise any dissenters� or appraisal rights that may be available to such shareholder. In
addition, the Opinion does not compare the relative merits of the Brand Business Sale with any other alternative
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Business, and does not address the underlying business decision of Gaiam�s board of directors or Gaiam to proceed
with or effect the Brand Business Sale.
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The following represents a summary of the material financial analyses performed by Stifel in connection with the
Opinion. Some of the summaries of financial analyses performed by Stifel include information presented in tabular
format. In order to fully understand the financial analyses performed by Stifel, you should read the tables together
with the text of each summary. The tables alone do not constitute a complete description of the financial analyses.
Considering the information set forth in the tables without considering the full narrative description of the financial
analyses, including the methodologies and assumptions underlying the analyses, could create a misleading or
incomplete view of the financial analyses performed by Stifel.

The analyses described below do not purport to be indicative of actual future results, or to reflect the prices at which
any securities may trade in the public markets, which may vary depending upon various factors, including changes in
interest rates, dividend rates, market conditions, economic conditions and other factors that influence the price of
securities.

Selected Public Companies Analysis

Stifel reviewed the financial metrics of six publicly traded wholesale companies that manufacture and sell non-apparel
sports merchandise (�Hardlines Companies�) and three wholesale companies that manufacture and sell sports apparel,
accessories, and footwear (�Softlines Companies�), each with a market capitalization lower than $5 billion at the date of
Stifel�s opinion and deemed by Stifel to be relevant based on their business profiles and financial metrics, including
product portfolios, end-markets, customers, size, growth and profitability, among others. Stifel believes that the
groups of companies listed below have business models similar to those of the hardlines and softlines businesses
comprising the Brand Companies and the Brand Business, respectively, but noted that none of these companies has
the same management, composition, size, operations, financial profile or combination of businesses as the Brand
Companies and the Brand Business:

Hardlines Companies

� Accell Group NV

� Amer Sports Corp.

� Escalade Inc.

� Nautilus Inc.

� Performance Sports Group Ltd.

� Vista Outdoor Inc.
Softlines Companies
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� Columbia Sportswear Company

� Delta Apparel Inc.

� G-III Apparel Group, Ltd.
Stifel reviewed the last twelve months (�LTM�) financial results and the estimated calendar year 2016 financial results
of the Hardlines Companies and Softlines Companies which Stifel obtained from available public sources and
calculated the following multiples for each selected company:

� Enterprise value (�EV�), which Stifel defined as fully-diluted equity value calculated using the treasury stock
method, plus debt, preferred stock and minority interests, less cash and cash equivalents, to the LTM and the
estimated calendar year 2016 revenues (�EV/Revenues�); and

� EV to LTM and the estimated calendar year 2016 adjusted earnings before non-recurring charges, interest, taxes,
stock-based compensation, and depreciation and amortization (�EV/ EBITDA�).
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The following table sets forth the multiples indicated by this analysis, which reflects the first quartile, median, mean
and third quantile metrics of such companies:

Multiple:(1) 1st Quartile Median Mean 3rd Quartile
Hardlines Companies LTM EV/Revenues 1.2x 1.4x 1.3x 1.7x
Hardlines Companies CY2016E EV/Revenues 1.1x 1.3x 1.2x 1.3x
Hardlines Companies LTM EV/EBITDA 10.7x 11.1x 11.1x 11.5x
Hardlines Companies CY2016E EV/EBITDA 8.5x 8.8x 9.4x 9.1x
Softlines Companies LTM EV/Revenues 0.7x 0.8x 1.0x 1.2x
Softlines Companies CY2016E EV/Revenues 0.7x 0.7x 1.0x 1.1x
Softlines Companies LTM EV/EBITDA 9.4x 10.4x 10.1x 10.9x
Softlines Companies CY2016E EV/EBITDA 8.3x 8.3x 9.4x 9.9x

(1) Performance Sports Group Ltd. was excluded from the calculation of the multiples for Hardlines Companies
because it announced, in its most recent quarterly filing, a write down of its receivable balance of $24 million
related to a U.S. sporting goods retailer that had filed for bankruptcy.

Stifel applied the first and third quartile multiples of Hardlines Companies to the LTM and estimated calendar year
2016 revenue and EBITDA numbers of the Brand Companies and the Brand Business, as provided by Gaiam�s
management, to derive the following range of implied enterprise values for the Brand Companies and the Brand
Business:

Benchmark
Range of Implied Enterprise

Values(1) (in millions)
Hardlines Companies Revenue Multiples $ 160.6-206.8
Hardlines Companies EBITDA
Multiples(2),(3) $ 130.6-140.1

(1) Value range based on the average of values calculated from LTM multiples and values calculated from calendar
year 2016 multiples.

(2) LTM EBITDA of the Brand Companies and the Brand Business was adjusted to exclude for income received
from Cinedigm for transition services provided in connection with the sale of Gaiam�s non-branded entertainment
media distribution business, the minimum guarantee paid to Reebok during the last year of the contract, public
company expenses, inventory liquidation costs, software application startup costs, impairment charges, employee
severance costs resulting from a sales team restructuring and management changes, and costs related to the
integration of a new fulfillment system.

(3) Estimated calendar year 2016 EBITDA of the Brand Companies and the Brand Business was adjusted to exclude
public company expenses.

Stifel also derived the following range of blended multiples based on the first and third quartile multiples of Hardlines
Companies and Softlines Companies, after applying the relative percentages of hardlines business and softlines
business of the Brand Companies and the Brand Business on a revenue basis. According to Gaiam�s management, such
percentages were 81.1% and 18.9% for hardlines and softlines, respectively, in the calendar year 2015 and are
expected to be 85.9% and 14.1% for hardlines and softlines, respectively, in the calendar year 2016.
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Blended Hardlines and Softlines
Multiples:(1) Range of Blended Multiples Calculated
LTM EV/Revenues 1.1x-1.6x
CY2016E EV/Revenues 1.1x-1.3x
LTM EV/EBITDA 10.4x-11.4x
CY2016E EV/EBITDA 8.5x-9.2x

(1) Performance Sports Group Ltd. was excluded from the calculation of the multiples for Hardlines Companies
because it announced, in its most recent quarterly filing, a write down of its receivable balance of $24 million
related to a U.S. sporting goods retailer that had filed for bankruptcy.
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Stifel then applied such blended multiples to the LTM and estimated calendar year 2016 revenue and EBITDA
numbers of the Brand Companies and the Brand Business, as provided by Gaiam�s management, to derive the
following range of implied enterprise values for the Brand Companies and the Brand Business:

Benchmark
Range of Implied Enterprise

Values(1) (in millions)
Blended Hardlines and Softlines Companies Revenue Multiples $ 150.2-198.9
Blended Hardlines and Softlines Companies EBITDA Multiples(2),(3) $ 129.0-140.5

(1) Value range based on the average of values calculated from LTM multiples and values calculated from calendar
year 2016 multiples.

(2) LTM EBITDA of the Brand Companies and the Brand Business was adjusted to exclude for income received
from Cinedigm for transition services provided in connection with the sale of Gaiam�s non-branded entertainment
media distribution business, the minimum guarantee paid to Reebok during the last year of the contract, public
company expenses, inventory liquidation costs, software application startup costs, impairment charges, employee
severance costs resulting from a sales team restructuring and management changes, and costs related to the
integration of a new fulfillment system.

(3) Estimated calendar year 2016 EBITDA of the Brand Companies and the Brand Business was adjusted to exclude
public company expenses.

No company utilized in the selected company analysis is identical to Gaiam, the Brand Companies or the Brand
Business. In evaluating the selected companies, Stifel made judgments and assumptions with regard to industry
performance, general business, economic, market and financial conditions, and other matters, many of which are
beyond Gaiam�s control, such as the impact of competition on its business and the industry generally, industry growth
and the absence of any adverse material change in financial condition and prospects of the Brand Companies or the
Brand Business or the industry or in the financial markets in general. Mathematical analysis (such as determining the
mean or median) is not in itself a meaningful method of using peer group data.
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Selected Transactions Analysis

Based on public information available to Stifel, Stifel calculated the multiples of EV to LTM revenues and EBITDA
numbers implied in the following 10 precedent transactions involving public Hardlines Companies (�Hardlines
Precedent Transactions�) and 13 precedent transactions involving public Softlines Companies (�Softlines Precedent
Transactions�):

Hardlines Precedent Transactions

Announcement Date Acquirer Target
July 2015 Vista Outdoor Inc. CamelBak Products LLC
April 2014 Fox Factory Holding Corp. Race Face Performance Products Ltd.
February 2014 Performance Sports Group Ltd.

(formerly Bauer Performance Sports
Ltd.)

Easton Baseball/Softball

November 2013 Essilor International Costa Inc.
September 2013 Alliant Techsystems Inc. Bushnell Group Holdings
October 2012 UM Holdings, Ltd. Cybex International, Inc.
June 2012 Performance Sports Group Ltd.

(formerly Bauer Performance Sports
Ltd.)

Cascade Helmets Holdings, Inc.

March 2012 TaylorMade-adidas Golf Company Adams Golf, Inc.
September 2011 Pon Holdings B.V. Derby Cycle AG
August 2011 CamelBak Acquisitions Corp. (formerly

Elixir Acquisition Corp., a subsidiary of
Compass Diversified Holdings)

CamelBak Products LLC

Softlines Precedent Transactions

June 2014 Hanesbrands Inc. DBApparel
June 2014 Gildan Activewear Inc. Doris Inc.
April 2014 Columbia Sportswear Company prAna Living LLC
December 2013 Sycamore Partners The Jones Group Inc.
September 2013 Mill Road Capital R.G. Barry Corporation
July 2013 Hanesbrands Inc. Maidenform Brands Inc.
July 2013 Joe�s Jeans Inc. Hudson Clothing Holdings, Inc.
May 2013 TowerBrook Capital Partners True Religion Apparel, Inc.
October 2012 PVH Corporation The Warnaco Group, Inc.
July 2012 ABC-Mart, Inc. LaCrosse Footwear, Inc.
August 2012 G-III Apparel Group, Ltd. Vilebrequin
June 2011 VF Corporation The Timberland Company
May 2011 Kering S.A. (previously PPR S.A.) Volcom, Inc.
The following table sets forth the range of multiples reflecting the first quartile, median, mean and third quantile
metrics of the precedent transactions:
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Multiple: 1st Quartile Median Mean 3rd Quartile
Hardlines LTM EV/Revenues 0.9x 1.8x 1.7x 2.0x
Hardlines LTM EV/EBITDA 8.9x 10.7x 10.2x 11.5x
Softlines LTM EV/Revenues 1.2x 1.4x 1.4x 1.6x
Softlines LTM EV/EBITDA 8.6x 10.8x 10.4x 13.0x
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Stifel applied the first and third quartile multiples of Hardlines Precedent Transactions to the LTM revenue and
EBITDA numbers of the Brand Companies and the Brand Business, as provided by Gaiam�s management, to derive
the following range of implied enterprise values for the Brand Companies and the Brand Business.

Benchmark
Range of Implied Enterprise

Values (in millions)
Hardlines Companies Revenue Multiples $ 117.7-263.9
Hardlines Companies EBITDA
Multiples(1) $ 106.6-137.4

(1) LTM EBITDA of the Brand Companies and the Brand Business was adjusted to exclude for income received
from Cinedigm for transition services provided in connection with the sale of Gaiam�s non-branded entertainment
media distribution business, the minimum guarantee paid to Reebok during the last year of the contract, public
company expenses, inventory liquidation costs, software application startup costs, impairment charges, employee
severance costs resulting from a sales team restructuring and management changes, and costs related to the
integration of a new fulfillment system.

Stifel also derived the following range of blended multiples based on the first and third quartile multiples of Hardlines
Precedent Transactions and Softlines Precedent Transactions, after applying the relative percentages of hardlines
business and softlines business of the Brand Companies and the Brand Business on a revenue basis for the calendar
year 2015 as provided by Gaiam�s management. According to Gaiam�s management, such percentages were 81.1% and
18.9% for hardlines and softlines, respectively, in the calendar year 2015.

Blended Hardlines and
Softlines Multiples: Range of Blended Multiples Calculated
LTM EV/Revenues 1.0x-1.9x
LTM EV/EBITDA 8.9x-11.8x

Stifel then applied such blended multiples to the LTM revenue and EBITDA numbers of the Brand Companies and
the Brand Business, as provided by Gaiam�s management, to derive the following range of implied enterprise values
for the Brand Companies and the Brand Business.

Benchmark
Range of Implied Enterprise

Values (in millions)
Blended Hardlines and Softlines Companies Revenue
Multiples $ 126.1-252.9
Blended Hardlines and Softlines Companies EBITDA
Multiples(1) $ 105.8-140.8

(1) LTM EBITDA of the Brand Companies and the Brand Business was adjusted to exclude for income received
from Cinedigm for transition services provided in connection with the sale of Gaiam�s non-branded entertainment
media distribution business, the minimum guarantee paid to Reebok during the last year of the contract, public

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 106



company expenses, inventory liquidation costs, software application startup costs, impairment charges, employee
severance costs resulting from a sales team restructuring and management changes, and costs related to the
integration of a new fulfillment system.

No transaction used in the precedent transactions analyses is identical to the Brand Business Sale. Accordingly, an
analysis of the results of the foregoing is not mathematical; rather, it involves complex considerations and judgments
concerning differences in financial and operating characteristics of the companies and other factors that could affect
the public trading value of the companies involved in the precedent transactions which, in turn, affect the enterprise
value and equity value of the companies involved in the transactions to which the Brand Business Sale is being
compared. In evaluating the precedent transactions, Stifel made judgments and assumptions with regard to industry
performance, general business, economic, market and financial conditions, and other matters, such as the impact of
competition, industry growth and the absence of any adverse material change in the financial condition of the Brand
Companies or the Brand Business or the companies involved in the precedent transactions or the industry or in the
financial markets in general, which could affect the public trading value of the companies involved in the selected
transactions which, in turn, affect the enterprise value and equity value of the companies involved in the transactions
to which the Brand Business Sale is being compared.
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The preparation of a fairness opinion is a complex process and is not necessarily susceptible to a partial analysis or
summary description. In arriving at the Opinion, Stifel considered the results of all of its analyses as a whole and did
not attribute any particular weight to any analysis or factor considered by it. Stifel believes that the summary provided
and the analyses described above must be considered as a whole and that selecting portions of these analyses, without
considering all of them, would create an incomplete view of the process underlying Stifel�s analyses and the Opinion;
therefore, the range of valuations resulting from any particular analysis described above should not be taken to be
Stifel�s view of the actual value of the Brand Companies or the Brand Business.

Miscellaneous

Gaiam agreed to pay Stifel a fee (the �Retainer Fee�) of $100,000 upon its engagement to provide financial advisory
services to Gaiam and a fee (the �Opinion Fee�) of $500,000 for its services as financial advisor to the Gaiam�s board of
directors upon delivery of the Opinion (neither of which were contingent upon the consummation of the Brand
Business Sale), and an aggregate transaction fee (the �Transaction Fee�) for its services as financial advisor to Gaiam in
connection with the Brand Business and Travel Business transactions; provided that the Retainer Fee and the Opinion
Fee will be credited against the Transaction Fee. Gaiam expects to pay Stifel an aggregate Transaction Fee equal to
$3.84 million (including the Retainer Fee and the Opinion Fee) relating to the Brand Business Sale and the Travel
Business Sale based on an aggregate enterprise value for both transactions of $192.0 million. Gaiam paid Stifel $1.4
million in connection with the closing of the Travel Business Sale (a minimum $1.5 million Transaction Fee, minus
the previously-paid $100,000 Retainer Fee). Gaiam expects to pay Stifel an additional $1.84 million in connection
with the closing of the Brand Business Sale (based on the $167.0 million purchase price, taking into account
previously paid fees, including the $500,000 Opinion Fee, and assuming no working capital adjustments). Gaiam may,
at its discretion, pay Stifel an additional bonus fee in connection with the closing of the Brand Business Sale in an
amount to be determined.

In addition, Gaiam agreed to reimburse Stifel for its reasonable expenses in connection with its engagement, subject to
certain limitations, and to indemnify Stifel for certain liabilities arising out of its engagement. There were no other
material relationships that existed during the two years prior to the date of the Opinion or that were mutually
understood to be contemplated in which any compensation was received or was intended to be received as a result of
the relationship between Stifel and any party to the Brand Business Sale.

Stifel may seek to provide investment banking services to Gaiam, Brand Purchaser or FFL Purchaser or their
respective affiliates in the future, for which Stifel would seek customary compensation. In the ordinary course of its
business, Stifel and its clients may transact in the securities of each of Gaiam and Sequential and may at any time hold
a long or short position in such securities.

Past Contracts, Transactions or Negotiations

Transition Services Agreement

In connection with the Brand Business Sale, Gaiam and FFL Purchaser (which will operate the Brand Business on a
day-to-day basis, except with respect to the apparel business) will enter into a transition services agreement (the
�Transition Services Agreement�) to facilitate the sharing by the Subscription Business and the Brand Business of
access to certain facilities, systems and services during the period from the date of closing of the Brand Business Sale
through September 30, 2016 (the �TSA Term�). The Transition Services Agreement includes the following material
terms:
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� Production Studio Access: During the TSA Term, the Brand Business will have access to the two production
studios on Gaiam�s Louisville, Colorado campus for up to 14 days per calendar quarter and to the voiceover
studio on Gaiam�s Louisville, Colorado campus for up to 10 half-days per calendar quarter; at no charge. The
Brand Business may use the studios for additional days on a �space available� basis at a day rate of $1,000 and
$250, respectively.
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� Digital Asset Management System: During the period from the date of closing of the Brand Business Sale
through July 25, 2016 (the expiration date of Gaiam�s current digital asset management system agreement),
the Subscription Business and the Brand Business will continue to share access to the digital asset
management system provided under that agreement; at no charge because the license fees will have been
fully paid. After the expiration date, the Subscription Business and the Brand Business will each be
responsible for procuring its own digital asset management system.

� Information Technology Services and Access: During the TSA Term, the Brand Business�s information
technology (�IT�) staff (4 full-time employees) will provide IT services to the Subscription Business
(including access, maintenance and support), and the Subscription Business will also have access to certain
IT systems and platforms (including Microsoft Office, photocopiers and network and hosting infrastructure).
In return, the Subscription Business will pay to the Brand Business a monthly fee of $45,184.50, during the
TSA Term, subject to adjustment for reduced use by the Subscription Business.

The Transition Services Agreement also contains certain termination rights and confidentiality and indemnification
covenants.

SVOD Rights Assignment Agreement

In connection with the Brand Business Sale, Gaiam�s wholly-owned subsidiary Gaia, Inc. and Gaiam Americas will
enter into an SVOD Rights Assignment Agreement pursuant to which Gaiam Americas will convey (via assignment)
to Gaia, Inc. its ownership of the Subscription Video On Demand (�SVOD�) rights in the Brand Business�s existing
owned library of video content featuring instructional content related to yoga, fitness, wellness or personal
development (�YFW Content�). Under the SVOD Rights Assignment Agreement, Gaia, Inc. will also have an exclusive
option to acquire the SVOD rights in any future YFW Content intended for sale on DVDs or via digital distribution
produced by the Brand Business during the 2-year period after the closing of the Brand Business Sale. Upon exercise
of such option, Gaiam�s wholly-owned subsidiary Gaia, Inc. is required to pay to Gaiam Americas an amount equal to
(i) 10% of the production budget if the total budget is $20,000 or more, (ii) $2,000 if the total budget is less than
$20,000 but greater than $4,000, or (iii) 50% of the production budget if the total budget is less than $4,000. The
Subscription Business will be responsible for rendering accountings and paying all third party royalty obligations
associated with its exploitation of the assigned SVOD rights, and will indemnify the Brand Business for failure to
comply with such obligations. In addition, the SVOD Rights Assignment Agreement will impose certain restrictions
on the Brand Business�s distribution of its YFW Content by means of free video on demand or advertising-supported
video on demand (such as YouTube) � to protect the value of the SVOD rights owned by the Subscription Business.

SVOD Rights Sub-License Agreement

In connection with the Brand Business Sale, Gaiam�s wholly-owned subsidiary Gaia, Inc. and Gaiam Americas will
enter into an SVOD Rights Sub-License Agreement pursuant to which Gaiam Americas will convey (via sub-license)
to Gaia, Inc. the exclusive right to exploit via Gaia, Inc.�s subscription service the SVOD rights in 12 titles featuring
YFW Content which are owned by third parties and currently under license to the Brand Business. The Subscription
Business will be responsible for rendering accountings and paying all third party royalty obligations associated with
its exploitation of the sub-licensed SVOD rights, and will indemnify the Brand Business for failure to comply with
such obligations.

Intellectual Property License and Co-Existence Agreement
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In connection with the Brand Business Sale, Gaiam�s wholly-owned subsidiary Gaia, Inc. and Gaiam Americas, Inc.
will enter into an Intellectual Property License and Co-Existence Agreement to address a variety of issues relating to
trademarks and domain names used by the Subscription Business:

� The Subscription Business was previously known as �GaiamTV,� but now uses the brand name �gaia� and the
web address www.gaia.com. In the Intellectual Property License and Co-Existence Agreement, the Brand
Business acknowledges, ratifies and approves this new brand name and new web address.
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� In addition to its main internet-based service at www.gaia.com, the Subscription Service operates a version
of the Gaia subscription service which is focused on fitness and yoga content, and is marketed and sold
through third party partners such as Comcast, and Verizon FiOS. This version is currently known as
�GaiamTV Fit & Yoga.� In the Intellectual Property License and Co-Existence Agreement, the Brand Business
grants a license to Gaia, Inc., for a period of 24 months following the closing of the Brand Business Sale (the
�IP License Term�), to use certain names and trademarks related to this version of the Subscription Business.

� The agreement also includes a limited license, during the IP License Term, for the Subscription Business to
continue using a list of 13 domain names, which include the word �Gaiam� (such as gaiamchannel.com,
gaiamyoga.tv, etc.), solely for purposes of redirecting internet users to the gaia.com web address, but not in
any consumer-facing way.

� The agreement also includes an acknowledgement by the Brand Business that certain existing video content
owned by the Subscription Business may feature or display trademarks or domain names owned by the
Brand Business (such as �GaiamTV�, �Gaiam� or the �Flower of Life� logo) and that the Subscription Business
will have no obligation to edit any of that existing content to eliminate those Gaiam-related names or logos.

� The agreement also includes customary reciprocal provisions whereby each party acknowledges the other
party�s ownership of its respective trademarks, agrees that those trademarks can co-exist and consents to the
other party�s use and registration of those trademarks.

� The agreement also includes certain covenants and restrictions on the Subscription Business�s ability to bid
on the keywords �GaiamTV,� �Gaiam� or similar terms when engaging in keyword advertising on the internet � to
protect the Brand Business�s rights in the �Gaiam� trademark.

The Intellectual Property License and Co-Existence Agreement also contains indemnification covenants.

Officer Offers for Employment

Each of Lynn Powers, our Chief Executive Officer, Cyd Crouse, our Chief Operating Officer of the Brand Business,
and Herb Flentye, our Senior Vice President of sales of the Brand Business are currently negotiating with FFL
Purchaser for potential employment or independent contractor relationships, to be effective as of a date following the
closing of the Brand Business Sale. As of the date of this information statement, none of these officers has come to
any agreement with FFL Purchaser, and no terms have been agreed upon or are currently known. While we expect
these negotiations to continue, we do not know whether Ms. Powers, Ms. Crouse or Mr.  Flentye will enter into any
agreement or any arrangement either before or after the closing of the Brand Business Sale.

Accounting Treatment

Gaiam will contribute the legal entity comprised of the carved-out operations, assets and liabilities of the Brand
Business to a newly formed holding company. At the consummation of the sale of the holding company, Gaiam will
recognize a gain for the excess of the purchase price received over the net book value of the Brand Business sold, net
of the utilization of available net operating losses. Gaiam currently carries a full valuation allowance on its deferred
tax assets.
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Interest of Certain Persons in or Opposition to Matters to be Acted Upon

As described below, our executive officers may have interests in the Brand Business Sale that are different from, or
are in addition to, the interests of our shareholders generally. Our board of directors was aware of these interests and
considered them, among other matters, in approving the Brand Business Sale and the Brand Purchase Agreement.
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Offers for Employment

See �Matter No. 1: The Brand Business Sale � Past Contracts, Transactions or Negotiations � �Officer Offers for
Employment.�

Potential Option Repurchase in Planned Tender Offer

After the closing of the Brand Business Sale, following the automatic vesting of 50% of the unvested stock options, it
is expected that all employees will be eligible to tender vested stock options in Gaiam�s planned tender offer at a
purchase price per vested stock option equal to the positive amount, if any, resulting when subtracting the exercise
price of each option from the per-share purchase price in Gaiam�s planned tender offer.

The following table sets forth for each of our executive officers, (i) the number of vested stock options that would be
credited to them as of May 10, 2016 after giving effect to the 50% automatic vesting described below, and (ii) the
aggregate purchase price Gaiam would pay to them if they participated in Gaiam�s planned tender offer if it occurred
on such date and assuming a per-share purchase price of $7.75 in the tender offer.

Executive Officer
Vested Stock

Options at Closing Purchase Price
Jirka Rysavy �  $ �  
Lynn Powers 359,200 $ 893,040
John Jackson 71,750 $ 40,628
Stephen J. Thomas 97,000 $ 99,782

Retirement Compensation to our Chief Executive Officer

On May 13, 2016, our compensation committee reconfirmed and approved the following retirement benefits for our
chief executive officer in connection with her expected retirement:

� a cash payment of $1,650,000, which shall will be paid in one lump sum on January 1, 2017; and

� 18 months of COBRA coverage at active employee rates, commencing on the first day of the month
immediately following the month in which she retires, which will count toward and run concurrently with
any applicable COBRA coverage period and will not extend any other coverage period.

Potential Payments Upon a Change-in-Control

Our compensation committee has approved a change-in-control policy which provides for compensation to certain of
our executive officers in the event of a change-in-control transaction that results from either, (i) an investor or group
of investors acquiring a majority of the equity voting rights in Gaiam, or (ii) a sale of substantially all of the assets of
the Brand Business. Upon a change-in-control, (i) such officers will receive a transaction bonus in an amount not to
exceed 150% of the annual salary for such person during the applicable year, (ii) 50% of such officer�s unvested stock
options will immediately vest, (iii) each such officer who is terminated without �cause� in connection with such
transaction is entitled to receive a lump-sum cash severance payment equal to one year�s base salary, payable upon
termination, and (iv) our chief executive officer will continue to receive COBRA coverage at active-employee rates
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for one year after the trigger date. As a condition to participating in these change-in-control awards, our executive
officers are required to sign confidentiality agreements and a two-year non-compete agreement that commences the
date they leave our company. The payments that would be made upon a change-in-control are each described below,
and we have provided a tabular disclosure of each of the payments in �Matter No. 1: The Brand Business Sale �
Change-in-Control Compensation.�

Transaction Bonuses

If a change-in-control results from a sale of substantially all of the Brand Business� assets, Gaiam will pay to certain of
our executive officers cash transaction bonuses up to 2% of the gross sale price, in the aggregate. If the
change-in-control results from an investor or investor group acquiring a majority voting interest in Gaiam, the

54

Edgar Filing: GAIAM, INC - Form PRER14C

Table of Contents 115



Table of Contents

aggregate transaction bonus would be equal to up to 2% of the intrinsic enterprise value of Gaiam. The bonuses will
be distributed from the 2% transaction bonus pool pro rata based on the current salary of each executive officer for the
current year. In any event, no executive officer will receive a transaction bonus greater than 150% of that officer�s
current annual salary. Such transaction bonus will be reduced by the sum of each officer�s operating bonus earned or
paid in connection with the prior fiscal year.

Based on the aggregate $167,000,000 purchase price for the Brand Business Sale, Gaiam expects there will be a
transaction bonus pool of $3,340,000. As a result, upon consummation of the Brand Business Sale, after deducting
2015 operating bonuses, each executive officer will receive the maximum transaction bonus in the following amount:

Executive Officer Transaction Bonus
Jirka Rysavy $ 409,070
Lynn Powers $ 409,070
John Jackson $ 277,390
Stephen J. Thomas $ 228,390

Impact of a Change-in-Control on Equity Awards

Our executive officers will become fully vested in 50% of the unvested stock options held by them upon
consummation of a change-in-control. Each stock option represents the right to receive one share of our Class A
common stock. The following table sets forth, for each of our executive officers, (i) the number of unvested stock
options credited to them as of May 10, 2016, and (ii) the number of unvested stock options that would vest as a result
of the 50% automatic vesting described above if the closing of the Brand Business Sale had occurred on such date.

Executive Officer
Unvested

Stock Options
Stock Options

Vesting at Closing
Jirka Rysavy �  �  
Lynn Powers �  �  
John Jackson 46,500 23,250
Stephen J. Thomas 36,000 18,000

Severance Payments

The following table sets forth, for each of our executive officers, the severance payment amount each would be
entitled to if terminated as of May 10, 2016, in connection with the Brand Business Sale:

Executive Officer Severance
Jirka Rysavy $ �  
Lynn Powers $ 475,000
John Jackson $ 322,100
Stephen J. Thomas $ 265,200

It is contemplated that the Brand Purchaser will terminate the employment of Ms. Powers and Messrs. Jackson and
Thomas at the closing of the Brand Business Sale and pay the severance amounts described above to such individuals
(without reduction of the purchase price). It is expected that Mr. Rysavy will continue to be employed by Gaiam after
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the closing of the Brand Business Sale and that he will not receive any severance payments in connection with the
Brand Business Sale.
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Change-in-Control Compensation

The table below sets forth the estimated amounts of compensation that are based on, or otherwise relate to the Brand
Business Sale, that may become payable to each of our named executive officers who were listed in the �Summary
Compensation Table� included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2015.
These amounts have been calculated assuming the Brand Business Sale was consummated on May 10, 2016. The
Brand Business Sale constitutes a sale of substantially all of Gaiam�s assets and therefore triggers the
change-in-control payments discussed above in �Matter No. 1: The Brand Business Sale � Interest of Certain Persons in
or Opposition to Matter to be Acted Upon � Potential Payments Upon a Change-in-Control.� The amounts indicated
below are estimates of amounts that would be payable to the named executive officers and the estimates are based on
multiple assumptions that may or may not actually occur, including assumptions described in this information
statement. Some of the assumptions are based on information not currently available and as a result the actual
amounts, if any, received by a named executive officer may differ in material respects from the amounts set forth
below.

Name and Principal Position Cash ($)(1) Equity ($)(2)
Perquisites /
Benefits ($)(3) Total ($)(4)

Jirka Rysavy $ 409,070 $ �  $ �  $ 409,070
Lynn Powers $ 884,070 $ �  $ 8,100 $ 892,170
John Jackson $ 599,490 $ 12,023 $ �  $ 611,513
Stephen J. Thomas $ 493,590 $ 18,468 $ �  $ 512,058

(1) Cash. Represents transaction bonuses and severance payments, each approved by our compensation committee,
and in each case as more fully described in �Matter No. 1: The Brand Business Sale � Interests of Certain Persons
in or Opposition to Matters to be Acted Upon�. It is expected that Mr. Rysavy will continue to be employed by
Gaiam after the closing of the Brand Business Sale and that he will not receive any severance payments in
connection with the Brand Business Sale.

(2) Equity. Represents the value of accelerated vesting that will occur by reason of consummation of the Brand
Business Sale. The values shown are based on a per-share value of $7.75, the expected per share price in Gaiam�s
planned tender offer.

(3) Perquisites/Benefits. Represents the value of employee benefits for one year after the trigger date for Ms. Powers.
(4) Total. The following table shows, for each named executive officer, the amounts of change-in-control

compensation which are single trigger or double trigger in nature.

Named Executive Officer Single Trigger Double Trigger
Jirka Rysavy $ 409,070 $ �  
Lynn Powers $ 409,070 $ 475,000
John Jackson $ 289,413 $ 322,100
Stephen J. Thomas $ 246,858 $ 265,200

The Change-in-Control Compensation table above does not include any amounts (i) the named executive officer may
receive in connection with Gaiam�s planned tender offer described above in �Matter No. 1: The Brand Business Sale �
Interest of Certain Persons in or Opposition to Matter to be Acted Upon � Potential Option Repurchase in Planned
Tender Offer� because the tender offer is not triggered by the Brand Business Sale or by a change-in-control, or (ii) our
chief executive officer may receive in connection with her expected retirement after the closing of the Brand Business
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Sale because our chief executive officer is entitled to receive such amounts upon retirement, regardless of whether the
Brand Business Sale closes.

No Dissenters� Right of Appraisal

Under applicable law, our shareholders do not have dissenter�s right of appraisal in connection with the Brand
Business Sale.
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Certain U.S. Federal Income Tax Considerations

THE DISCUSSION OF CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS IN THIS INFORMATION
STATEMENT (�TAX DISCUSSION�) IS GENERAL IN NATURE AND DOES NOT CONSTITUTE A TAX
OPINION OR TAX ADVICE. THE TAX DISCUSSION WAS WRITTEN EXCLUSIVELY TO DESCRIBE
CERTAIN POTENTIAL TAX IMPLICATIONS OF THE TRANSACTIONS DESCRIBED HEREIN. A
SHAREHOLDER OF GAIAM MAY NOT RELY UPON THE TAX DISCUSSION FOR ANY PURPOSE OTHER
THAN THE PURPOSE EXPRESSED IN THE PRECEDING SENTENCE AND THEREFORE, BY WAY OF
ILLUSTRATION, MAY NOT RELY UPON THE TAX DISCUSSION FOR THE PURPOSE OF AVOIDING ANY
TAX PENALTIES THAT MAY BE ASSERTED BY THE INTERNAL REVENUE SERVICE AGAINST THE
SHAREHOLDER. EVERY SHAREHOLDER SHOULD CONSULT, AND MUST DEPEND UPON, ITS OWN
TAX ADVISER CONCERNING THE TAX CONSEQUENCES OF THE TRANSACTION CONTEMPLATED
HEREIN, INCLUDING THE APPLICATION OF STATE AND LOCAL, FOREIGN, ESTATE, GIFT, AND
OTHER TAX CONSIDERATIONS.

The following Tax Discussion is of the anticipated material U.S. federal income tax consequences of the sale of Brand
Holdco pursuant to the Brand Purchase Agreement as may be relevant to holders of Gaiam common stock and to us.
This Tax Discussion is based, in part, on the Internal Revenue Code of 1986, as amended (the �Code�) and the
administrative pronouncements, judicial decisions and final, temporary and proposed Treasury regulations, all as in
effect on the date hereof, and all of which are subject to change or differing interpretations, possibly on a retroactive
basis. We have not sought any ruling from the Internal Revenue Service (�IRS�) with respect to the statements made and
the conclusions reached in this Tax Discussion, and there can be no assurance that the IRS or a court will agree with
these statements and conclusions. This Tax Discussion does not address all aspects of U.S. federal income taxes that
may be relevant to the proposed transaction. For example, the Tax Discussion does not address other U.S. federal
taxes, including, but not limited to, estate and gift taxes, or foreign, state, local, or other tax considerations that may be
relevant to holders of Gaiam common stock. In addition, the Tax Discussion does not address U.S. federal income tax
consequences that may be applicable to persons or entities that are subject to special treatment under the U.S. federal
income tax laws (including, without limitation, U.S. expatriates, �controlled foreign corporations,� �passive foreign
investment companies,� corporations that accumulate earnings to avoid U.S. federal income tax, dealers in securities or
currencies, financial institutions, tax-exempt entities, persons who hold common stock as part of a risk reduction or
integrated investment transaction, or investors in pass-through entities).

Material U.S. Federal Tax Consequences to Gaiam of the Sale of Brand Holdco and the FFL Acquired Assets

As a result of the sale of FFL Acquired Assets pursuant to the FFL Purchase Agreement, we will realize (and be
required to recognize taxable) gain or loss, which will be determined on an asset-by-asset basis based upon the amount
of taxable consideration (including purchase price and certain liabilities assumed by the FFL Purchaser) allocated to
each FFL Acquired Asset and the adjusted tax basis of each of selling Brand Companies for that FFL Acquired Asset.

As a result of the sale of Brand Holdco pursuant to the Brand Purchase Agreement, we will realize (and be required to
recognize taxable) gain. Upon the request of Brand Purchaser, we have agreed to join with Brand Purchaser in making
an election under Section 338(h)(10) of the Code, and any corresponding or similar elections under state, local or
foreign tax law with respect to the sale of Brand Holdco pursuant to the Brand Purchase Agreement (a �Section
338(h)(10) Election�).

In the event we are not requested to join in a Section 338(h)(10) Election with Brand Purchaser, the amount of gain to
be reported will equal the excess of the purchase price over the aggregate adjusted basis of our ownership interest in
the Brand Business Subsidiaries. The purchase price, except as otherwise required in connection with a
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Section 338(h)(10) Election, will equal the amount of cash and the fair market value of any other consideration we
receive from Brand Purchaser.
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In the event we are requested to join in a Section 338(h)(10) Election with Brand Purchaser, the sale of Brand Holdco
for federal income tax purposes will be treated as a sale by each of the Brand Business Subsidiaries of all its
respective assets, immediately followed by the complete liquidation of the Brand Business Subsidiaries, respectively,
with our ownership of Brand Holdco being disregarded for such purpose. With respect to the deemed asset sale, each
of the Brand Business Subsidiaries is deemed to have sold each of its assets (rather than Gaiam having sold the
common stock of the Brand Business Subsidiaries) to Brand Purchaser for that asset�s allocable share of the purchase
price (which is grossed up for any liabilities of the Brand Business Subsidiaries in accordance with Treasury
Regulation Section 1.338(h)(10)-1(d)(3)). Each of the Brand Business Subsidiaries is then deemed to have distributed
its assets in liquidation to us under Section 332 of the Code. We, in turn, will not directly recognize any gain with
respect to the actual sale of the common stock of the Brand Business Subsidiaries. Our gains (or losses) will be
determined on an asset-by-asset basis based upon the amount of the deemed purchase price allocated to each asset and
the adjusted tax basis of each of the Brand Business Subsidiaries for that asset. It is anticipated that the deemed asset
sale by each of the Brand Business Subsidiaries will result in an aggregate gain. The deemed liquidation resulting
from a Section 338(h)(10) Election is generally a nontaxable event where the deemed distributee does not recognize
gain or loss if the requirements of Section 332 of the Code are satisfied.

The amount of gain realized from the sale of the common stock of each of the Brand Business Subsidiaries and the
amount of gain realized from the deemed asset sale pursuant to a Section 338(h)(10) Election may differ. This
difference in the amount of gain realized may be caused, in part, by the recognition of the excess loss account and/or
the difference between the amount of our adjusted basis in the common stock of each of the Brand Business
Subsidiaries and the adjusted basis of each of the Brand Business Subsidiaries, respectively, in its assets. It is
contemplated that any gain required to be recognized will be reported in accordance with the installment method. It is
further anticipated that we will have sufficient losses (including net operating loss carryovers) to offset the gain
expected and required to be recognized from the sale of Brand Holdco and from the sale of the FFL Acquired Assets,
whether such transaction for federal income tax purposes will be treated as a stock sale or a deemed asset sale
pursuant to a Section 338(h)(10) Election. However, under the alternative minimum tax only 90% of our alternative
minimum taxable income can be offset with net operating loss carryovers. This limitation may cause at least some of
the gain recognized in the proposed transaction to be subject to the alternative minimum tax.

Management Changes

It is anticipated that, conditioned upon the closing of the Brand Business Sale, FFL Purchaser will offer employment
to approximately 95 of our employees performing operations in connection with the Brand Business, including certain
of our executive officers as described in �Matter No. 1: The Brand Business Sale � Past Contracts, Transactions or
Negotiations � Officer Offers for Employment.�
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MATTER NO. 2: ADVISORY VOTE ON CHANGE-IN-CONTROL COMPENSATION

Section 14A of the Exchange Act, enacted as part of the Dodd-Frank Wall Street Reform and Consumer Protection
Act of 2010, requires that we provide our shareholders with the opportunity to vote to approve, on an advisory,
non-binding basis, the change-in-control compensation arrangements for our named executive officers in connection
with the Brand Business Sale.

Upon the recommendation of Gaiam�s board of directors, one director, and an entity controlled by a director, in their
respective capacity as a shareholder, in the aggregate hold shares of Gaiam�s common stock representing a majority of
the voting power of Gaiam�s common stock approved the various change-in-control payments which our named
executive officers will or may be eligible to receive in connection with the Brand Business Sale. These payments are
set forth in the section entitled �Matter No. 1: The Brand Business Sale � Change-in-Control Compensation� in this
information statement.

This non-binding advisory vote is not binding on Gaiam, our board of directors or Brand Purchaser. Further, the
underlying plans and arrangements are subject to company policies and not, by their terms, subject to shareholder
approval. As a result, the compensation committee of our board of directors may elect to recommend changes to the
compensation paid to our named executive officers at any time.
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MATTER NO. 3: THE NAME CHANGE

Upon the recommendation of Gaiam�s board of directors, one director, and an entity controlled by a director, who in
their respective capacity as a shareholder in the aggregate hold shares of Gaiam�s common stock representing a
majority of the voting power of Gaiam�s common stock approved an amendment to our Amended and Restated
Articles of Incorporation to change our corporate name from �Gaiam, Inc.� to �Gaia, Inc.� (the �Name Change�), at such
time as the articles of amendment to our Amended and Restated Articles of Incorporation is effective with the
Colorado Secretary of State.

Reasons for the Amendment

Under the Brand Purchase Agreement, we have agreed to sell to Brand Purchaser all rights to our name �Gaiam,� as well
as certain of our trade names, trademarks and other intellectual property. Accordingly, as a post-closing condition to
the Brand Business Sale, we must change our corporate name to a name other than �Gaiam.� See �Matter No. 1: The
Brand Business Sale.�

Effect of the Amendment

We do not expect the Name Change to have any material effect on our business, operations, reporting requirements or
stock price. The change in corporate name will not affect the validity or transferability of any existing stock
certificates that bear the name �Gaiam, Inc.� Shareholders with certificated shares should continue to hold their existing
stock certificates, and will not be required to submit their stock certificates for exchange. The rights of shareholders
holding certificated shares under existing stock certificates and the number of shares represented by those certificates
will remain unchanged. Shareholders will not be required to have new stock certificates reflecting the name change.
New stock certificates will be issued in due course as old certificates are tendered to our transfer agent. Direct
registration accounts and any new stock certificates that are issued after the Name Change becomes effective will bear
the name �Gaia, Inc.�

The Name Change will be effective at closing or promptly after closing of the Brand Business Sale, and will be
effected by filing articles of amendment to Gaiam�s Amended and Restated Articles of Incorporation with the
Colorado Secretary of State.

Currently, Gaiam�s Class A common stock is quoted on The Nasdaq Global Market under the symbol �GAIA.� The
stock will continue to trade on the Nasdaq Global Market under the symbol �GAIA.� A new CUSIP number will be
assigned to our Class A common stock following the name change, which will require any short interest in our stock
to be covered.

In the event the Brand Business Sale does not close, the Name Change will not be effective and our corporate name
will remain �Gaiam, Inc.�
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FINANCIAL INFORMATION

Financial Statements of Gaiam, Inc.

Gaiam�s audited financial statements for the fiscal years ended December 31, 2015 and 2014,1 and the notes thereto,
and the unaudited financial statements for the three-month period ended March 31, 2016, and the notes thereto, are
included in Annex D and incorporated by reference into this information statement.

Unaudited Pro Forma Condensed Consolidated Financial Information

Gaiam has prepared pro forma condensed consolidated financial statements for Gaiam, Inc., giving effect to the Travel
Business Sale and the Brand Business Sale, included in Annex E. The unaudited pro forma condensed consolidated
financial statements have been prepared from Gaiam�s historical consolidated financial statements and give effect to
the Travel Business Sale and the Brand Business Sale. There can be no assurance that the Brand Business Sale will be
consummated. The Unaudited Pro Forma Condensed Consolidated Statements of Operations for the fiscal year ended
December 31, 2015 and the three-month period ended March 31, 2016, have been prepared with the assumption that
the Brand Business Sale and the Travel Business Sale were each completed as of the beginning of the applicable
period. The Unaudited Pro Forma Condensed Consolidated Balance Sheet as of March 31, 2016 has been prepared
with the assumption that the Brand Business Sale and the Travel Business Sale were completed as of the balance sheet
date.

The unaudited pro forma condensed consolidated financial statements do not purport to present the financial position
or results of operations of Gaiam had the transactions and events assumed therein occurred on the dates specified, nor
are they necessarily indicative of the results of operations that may be achieved in the future. The unaudited pro forma
condensed consolidated financial statements should be read in conjunction with the historical financial statements of
Gaiam and the notes thereto contained Annex D to this information statement, which includes Gaiam�s audited
financials for the fiscal years ended December 31, 2015 and 20141, and Gaiam�s unaudited financials for the
three-month period ended March  31, 2016.

Unaudited Consolidated Carve-out Financial Statements for the Brand Business

Gaiam has prepared unaudited consolidated carve-out financial statements for the Brand Business, included in Annex
F. The Unaudited Consolidated Carve-out Balance Sheets were prepared as of March 31, 2016, December 31, 2015
and December 31, 2014. The Unaudited Consolidated Carve-out Statements of Operations, Unaudited Consolidated
Carve-out Statements of Comprehensive Income, Unaudited Consolidated Carve-out Statements of Changes in
Parent�s Equity and the Unaudited Consolidated Carve-out Statements of Cash Flows were prepared for the years
ended December 31, 2015 and 2014 and for the three-month period ending March 31, 2016.

1 Annex D includes Gaiam�s audited financial statement for the fiscal years ended December 31, 2015, 2014 and
2013, and the notes thereto, as they appeared in Gaiam�s Annual Report on Form 10-K filed with the Securities and
Exchange Commission March 15, 2016, however only Gaiam�s financial statements for the fiscal years ended
December 31, 2015 and 2014, and the notes thereto, are incorporated by reference into this information statement.
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BENEFICIAL OWNERSHIP OF SHARES

The following table sets forth information with respect to the beneficial ownership of our common stock as of June 1,
2016 (except as noted) for (i) each person (or group of affiliated persons) who, insofar as we have been able to
ascertain, beneficially owned more than 5% of the outstanding shares of our Class A common stock or Class B
common stock, (ii) each director, (iii) each �named executive officers,� as defined in Item 402(a)(3) of Regulation S-K,
and (iv) all current directors and executive officers as a group. We have based our calculation of the percentage of
beneficial ownership on 19,156,301 shares of our Class A common stock and 5,400,000 shares of our Class B
common stock outstanding on June 1, 2016.

Title of

Class of

Common

Stock Name and Address of Beneficial Owner

Amount and
Nature of
Beneficial

Ownership(1)
Percent of
Class(2)

Percent of
Class A
Assuming

Full
Conversion
of Class B

Ownership(3)
Class A Prentice Capital Management, LP(4) 2,566,323 13.40% 10.45% 

Royce & Associates, LLC(5) 2,104,281 10.98% 8.57% 
Financial & Investment Management Group, Ltd(6) 1,614,139 8.43% 6.57% 
Jirka Rysavy(7) 5,748,682 23.41% 23.41% 
Lynn Powers(8) 583,200 2.99% 2.34% 
John Jackson(9) 52,221 *% *% 
Stephen Thomas(10) 81,400 *% *% 
James Argyropoulos(11) 514,469 2.68% 2.09% 
Bart Foster �  �  % �  % 
Kristin E. Frank(12) 7,931 *% *% 
Chris Jaeb �  �  % �  % 
Wendy Lee Schoppert(13) 13,868 *% *% 
Paul Sutherland(6) 1,654,818 8.64% 6.74% 
Michael Zimmerman(4) 2,578,028 13.46% 10.50% 
All directors and officers as a group (11 persons) 11,234,617 44.81% 44.81% 

Class B Jirka Rysavy(7) 5,400,000 100.00% N/A
All directors and officers as a group (11 persons) 5,400,000 100.00% N/A

* Indicates less than one percent ownership.
(1) This table is based upon information supplied by officers, directors and principal shareholders directly to us or on

Schedules 13D and 13G and Forms 3, 4 and 5 filed with the Securities and Exchange Commission. All beneficial
ownership is direct and the beneficial owner has sole voting and investment power over the securities beneficially
owned unless otherwise noted. Share amounts and percent of class include securities convertible into or
exercisable for shares of our Class A common stock within 60 days after June 1, 2016. This table does not take
into account the automatic vesting of 50% of the unvested stock options that will occur upon the closing of the
Brand Business Sale.

(2) This column represents a beneficial owner�s percentage of ownership for a respective class of our common stock.
(3)
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This column represents a beneficial owner�s percentage of ownership of our Class A common stock, assuming
conversion of all 5,400,000 outstanding shares of our Class B common stock. One share of our Class B common
stock is convertible into one share of our Class A common stock.

(4) According to a report on Schedule 13D/A filed with the Securities and Exchange Commission on June 8, 2012 by
Prentice Capital Management, LP and Michael Zimmerman. According to the filing, the securities consist of
(a) 2,566,323 shares of our Class A common stock directly held by Prentice Consumer Partners, LP for which
Prentice Capital Management, LP serves as the investment manager and over which Prentice Capital
Management, LP and Michael Zimmerman share voting and dispositive power; and (b) 11,705 shares of our
Class A common stock directly held by The Michael & Holly Zimmerman Family Foundation,
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Inc. over which Michael Zimmerman shares voting and dispositive power. Prentice Capital Management, LP and
Michael Zimmerman disclaim beneficial ownership over the securities. The address for Prentice Capital
Management, LP and Mr. Zimmerman is 100 West Putnam Avenue, Slagle House, Greenwich, CT 06830.

(5) According to a report on Schedule 13G/A filed with the Securities and Exchange Commission on January 13,
2016. According to the filing, Royce & Associates, LLC, is an investment adviser. The address for Royce &
Associates, LLC is 745 Fifth Avenue, New York, NY 10151.

(6) According to a report on Schedule 13G filed with the Securities and Exchange Commission on January 14, 2016
by Financial & Investment Management Group, Ltd. (�FIMgroup�) and information provided by Mr. Sutherland as
of April 22, 2016. The securities consist of (a) 1,604,239 shares of our Class A common stock beneficially owned
by FIMgroup in its capacity as investment adviser to its clients other than Mr. Sutherland; (b) 5,900 shares of our
Class A common stock directly owned by FIMgroup; (c) 4,000 shares of our Class A common stock directly
owned by FIMgroup�s 401(k) plan for the benefit of Mr. Sutherland; (d) 19,487 shares of our Class A common
stock directly owned by Mr. Sutherland; (e) 150 shares jointly owned by Mr. Sutherland and his son; and
(f) 21,042 shares of our Class A common stock directly owned by a trust for which Mr. Sutherland serves as the
trustee. FIMgroup is an investment adviser and shares voting and dispositive power over the securities
beneficially owned with its clients. Mr. Sutherland, in his capacity as an officer of FIMgroup, has shared voting
and shared dispositive control over the securities beneficially owned by FIMgroup. FIMgroup and Mr. Sutherland
disclaim beneficial ownership of the shares of Class A common stock not directly owned by them, respectively.
The address for FIMgroup and Mr. Sutherland is 111 Cass St., Traverse City, MI 49684.

(7) According to a report on Schedule 13G/A filed with the Securities and Exchange Commission on February 16,
2016. Includes 5,400,000 shares of our Class A common stock issuable upon conversion of shares of our Class B
common stock.

(8) Consist of 224,000 shares of our Class A common stock, 359,200 shares of our Class A common stock issuable
upon exercise of stock options that are currently exercisable.

(9) Consist of 721 shares of our Class A common stock, 50,000 shares of our Class A common stock issuable upon
exercise of stock options that are currently exercisable, and 1,500 shares of our Class A common stock issuable
upon exercise of stock options exercisable within 60 days after June 1, 2016.

(10) Consist of 80,200 shares of our Class A common stock issuable upon exercise of stock options that are currently
exercisable, and 1,200 shares of our Class A common stock issuable upon exercise of stock options exercisable
within 60 days after June 1, 2016.

(11) Consist of 186,136 shares of our Class A common stock directly held by Mr. Argyropoulos, 303,333 shares of
our Class A common stock directly held by Argyropoulos Investors, GP and 25,000 shares of our Class A
common stock issuable upon exercise of stock options that are currently exercisable.

(12) Consists of 7,931 shares of our Class A common stock directly held by Ms. Frank.
(13) Consists of 13,868 shares of our Class A common stock directly held by Ms. Schoppert.
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DELIVERY OF MATERIALS

Securities and Exchange Commission rules permit a single set of information statements, to be sent to any household
at which two or more shareholders reside if they appear to be members of the same family. This procedure, referred to
as householding, reduces the volume of duplicate information shareholders receive and reduces mailing and printing
expenses. A number of brokerage firms have instituted householding. In accordance with a notice that is being sent to
certain beneficial shareholders (who share a single address) only one information statement will be sent to that address
unless any shareholder at that address gave contrary instructions. Upon written or oral request, we will promptly
deliver a copy of such materials to any shareholder requesting the same. However, if any such beneficial shareholder
residing at such an address wishes to receive a separate information statement or if any shareholders who share an
address are receiving multiple copies information statements and wish to receive a single set of information statements
in the future, please contact Broadridge Financial Solutions, Inc. in writing by mailing to Broadridge Financial
Solutions, Inc., Attention: Broadridge Householding Department, 51 Mercedes Way, Edgewood, New York 11717, or
calling (800) 542-1061. You can also contact us by calling (303) 222-3600.

COMMUNICATION WITH THE BOARD

Shareholders may communicate with our board of directors, including the non-management directors, by sending a
letter to the Gaiam, Inc. Board of Directors, c/o Corporate Secretary, Gaiam, Inc., 833 West South Boulder Road,
Louisville, Colorado 80027. Our corporate secretary has the authority to disregard any inappropriate communications
or to take other appropriate actions with respect to any such inappropriate communications. If deemed an appropriate
communication, our corporate secretary will submit your correspondence to the chairman of the board of directors or
to any specific director to whom the correspondence is directed.
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ANNEX A

BRAND PURCHASE AGREEMENT

[Remainder of Page Intentionally Blank]
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ANNEX A

MEMBERSHIP INTEREST PURCHASE AGREEMENT

by and among

STRETCH & BEND HOLDINGS LLC,

a Delaware limited liability company,

as Purchaser,

SEQUENTIAL BRANDS GROUP, INC.,

a Delaware corporation,

as Parent,

and

GAIAM, INC.,

a Colorado corporation,

as Seller

Dated as of May 10, 2016
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MEMBERSHIP INTEREST PURCHASE AGREEMENT

This Membership Interest Purchase Agreement, dated as of May 10, 2016 (this �Agreement�), is by and among
(i) STRETCH & BEND HOLDINGS, LLC, a Delaware limited liability company (�Purchaser�); (ii) SEQUENTIAL
BRANDS GROUP, INC., a Delaware corporation (�Parent�), solely for the purposes of Section 7.17 and Article XI, and
(iii) GAIAM, INC., a Colorado corporation (�Seller�). Certain terms used in this Agreement are defined in Section 1.01.

RECITALS

A. Seller directly owns all of the issued and outstanding Equity Securities of Gaiam Brand Holdco, LLC, a Delaware
limited liability company (the �Company�), and indirectly owns all of the issued and outstanding Equity Securities
of each of the Company�s Subsidiaries as set forth in Section 5.02 of the Disclosure Schedule (collectively, the
�Company Subsidiaries� and together with the Company, the �Brand Companies�).

B. Seller operates the business described on Annex A hereto (the �Brand Business�), in addition to its other business
described on Annex B hereto (the �Gaia Business�).

C. Prior to the date hereof, Seller contributed the assets of the Brand Business to the Company (the �Contribution�),
pursuant to that certain Contribution Agreement, a copy of which is attached hereto as Exhibit A (the
�Contribution Agreement�).

D. Concurrently with the execution and delivery of this Agreement, Seller entered into that certain Asset Purchase
Agreement, dated as of the date hereof (the �Gaiam-FFL APA�), pursuant to which, immediately prior to the
Closing, Seller will cause the Brand Companies to sell and transfer to Fit For Life LLC (�FFL�), and FFL will
purchase and assume from the Brand Companies, certain assets and liabilities relating to the Brand Business (the
�FFL Acquired Assets and Assumed Liabilities�) pursuant to the terms and conditions of the Gaiam-FFL APA.

E. Seller desires to sell and transfer to Purchaser, and Purchaser desires to purchase and acquire from Seller, the
Brand Business (other than the FFL Acquired Assets and Assumed Liabilities) and all of the issued and
outstanding Equity Securities of the Company (the �Purchased Interests�), on the terms and conditions and as more
specifically provided in this Agreement.

AGREEMENT

In consideration of the covenants and agreements contained herein and the other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Seller, Purchaser, and Parent (solely for purposes of
Article XI) agree as follows:

ARTICLE I

DEFINITIONS

1.01 Definitions. Capitalized terms and other terms used in this Agreement have the following respective meanings:
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�338(g) Subsidiaries� has the meaning set forth in Section 7.10(g).

�Accounting Referee� has the meaning set forth in Section 2.06(c)(i).

�Adjustment Escrow Account� has the meaning set forth in Section 2.03,

A-1
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�Adjustment Escrow Amount� means $5,010,000.

�Adverse Recommendation Change� has the meaning set forth in Section 7.21(d).

�Affiliate� of any Person, means another Person that directly or indirectly, through one or more intermediaries, controls,
is controlled by, or is under common control with, such first Person; provided, however, that an Affiliate of any
Person shall also include (a) any Person that directly or indirectly owns, or in which such Person directly or indirectly
owns more than fifteen percent (15%) of any class of capital stock or other equity interest of such Person, (b) in the
case of a corporation, any officer or director of such corporation, (c) in the case of a partnership, any general partner
of such partnership, (d) in the case of a trust, any trustee or beneficiary of such trust, (e) any spouse, parent, sibling or
child or lineal descendant of any individual described in clauses (a) through (d) above, and (f) any trust for the benefit
of any individual described in clauses (a) through (e) above. For purposes hereof, the term �control,� �under common
control with� or �controlled by� shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of any such Person or the power to veto major policy decisions of any such
Person, whether through the ownership of Equity Securities, by contract or otherwise.

�Affiliate Agreements� means each of the Contracts set forth on Schedule 1.01(d).

�Agreement� has the meaning set forth in the opening paragraph of this Agreement.

�Allocation� has the meaning set forth in Section 7.11.

�Alternate Debt Financing� has the meaning set forth in Section 7.14(e).

�Alternative Acquisition Agreement� has the meaning set forth in Section 7.21(e)(ii).

�Alternative Transaction� means any of the following transactions: (a) any acquisition or purchase of a majority of
either the voting power or economic value of the Equity Securities of Seller, the Company or the Company
Subsidiaries by any Person other than Purchaser; (b) any merger, consolidation, business combination or similar
transaction involving Seller or the Company (after the contribution of the Brand Business thereto pursuant to the
Contribution Agreement(s)) and any Person other than Purchaser; or (c) any sale, lease, exchange, transfer, license,
acquisition or disposition of (x) all or substantially all of the consolidated assets of Seller, the Company and the
Company Subsidiaries (which shall include the Brand Business) or (y) all or substantially all of the assets of the Brand
Business, in each case, in any single transaction or series of related transactions, in each case, other than pursuant to
this Agreement and the Contemplated Transactions; provided, however, that in no event shall �Alternative Transaction�
include any transaction solely involving or solely relating to the Gaia Business.

�Alternative Transaction Proposal� means any offer, proposal, letter of intent or indication of interest, written or oral
(whether binding or non-binding), to the Company or Seller, relating to an Alternative Transaction.

�Antitrust Authorities� means the Antitrust Division of the United States Department of Justice, the United States
Federal Trade Commission or the antitrust or competition law authorities of any other jurisdiction (whether federal,
state, foreign or multinational).

�Antitrust Laws� means any Applicable Law relating to antirust or competition, including the HSR Act.

�Applicable Law� means, with respect to any Person, any federal, state, local, municipal, foreign or other law, statute,
legislation, constitution, code, regulations, enacted, adopted, approved, promulgated, made,
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implemented or otherwise put into effect (and all judicial interpretations thereof), in each case, as of the date of this
Agreement, by any Governmental Entity that applies to such Person, its business and its properties.

�Australia Joint Venture� means Gaiam Pty, Ltd., an Entity formed under the laws of Australia.

�Banker� means Stifel Nicolaus & Company, Incorporated.

�Basket Amount� has the meaning set forth in Section 10.04(a).

�Board� means the board of directors of Seller.

�Boulder Road Lease� means that certain Lease Agreement, dated January 1, 2015, by and between Boulder Road LLC
and Gaiam Americas, as amended by that certain First Amendment to Lease dated as of September 3, 2015, as further
amended by that certain Second Amendment to Lease dated as of January 1, 2016 and as may be further amended,
modified, or supplemented from time to time.

�Brand Business� has the meaning set forth in the Recitals.

�Brand Companies� has the meaning set forth in the Recitals.

�Brand Directors� has the meaning set forth in Section 7.09.

�Brand Employees� has the meaning set forth in Section 5.16.

�Brand Insurance Policies� has the meaning set forth in Section 5.12.

�Business Day� means any day other than a Saturday, Sunday or a day on which commercial banks in Denver, Colorado
or New York, New York are required or authorized to be closed for business.

�Cap Amount� has the meaning set forth in Section 10.04(b).

�Cash on Hand� means the cash and cash equivalents of the Brand Companies as of the Closing Date, as determined in
accordance with GAAP; provided, however, that none of the cash and cash equivalents of the Australia Joint Venture
shall be included in the calculation of �Cash on Hand�.

�Change of Control Payment� means any bonus payment that is due and payable, or will become due and payable, by
any Brand Company to any current or former officer, director, manager, employee, consultant or independent
contractor of any Brand Company upon, or as a result of, the consummation of the Contemplated Transactions,
together with the portion of any applicable payroll Taxes for which any Brand Company is liable or gross-ups
incurred and any related matching contributions required to be made under any applicable retirement plans by any
Brand Company in respect thereof.

�Claim Expiration Date� has the meaning set forth in Section 10.03(c).

�Claim Notice� has the meaning set forth in Section 10.06(a).

�Closing� has the meaning set forth in Section 3.01.
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�Closing Indebtedness� means the Indebtedness of the Brand Companies as of the Closing Date.
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�Closing Statement� has the meaning set forth in Section 2.06(a).

�Code� means the U.S. Internal Revenue Code of 1986, as amended from time to time, or any successor statute, and the
rules and regulations promulgated thereunder. Any reference herein to a particular provision of the Code shall mean,
where appropriate, the corresponding provision in any successor statute.

�Collateral Agreements� means the documents, instruments, certificates and agreements executed in connection with
this Agreement, including without limitation, the Escrow Agreement and the Gaia Agreements.

�Colorado Facility� has the meaning set forth in Section 7.08(a).

�Company� has the meaning set forth in the Recitals.

�Company Benefit Plans� has the meaning set forth in Section 5.15(a).

�Company Intellectual Property� means any and all Intellectual Property that is owned by or licensed to the Brand
Companies or any of the Intellectual Property that is material to the operation of the Brand Business which is used by
or held for use by the Brand Companies.

�Company IT Assets� shall mean the Software (whether in object or source code form), hardware, databases, and
servers, and all other information technology equipment and assets, in each case owned by or licensed to the Brand
Companies solely for the purpose of operating the Brand Companies� e-commerce platforms.

�Company Material Adverse Effect� means any change, event, effect, condition or circumstance, or series of related
changes, events, effects, conditions, or circumstances, that, individually or when taken together, (a) has or would
reasonably be likely to have a materially adverse effect on the business, assets, Liabilities, results of operations or
condition (financial or otherwise) of the Brand Companies, taken as a whole; or (b) would reasonably be expected to
materially prevent the consummation of the Contemplated Transactions; provided, however, that such change, event,
effect, condition or circumstance or series of related changes, events, effects, conditions or circumstances shall not be
deemed to constitute a �Company Material Adverse Effect� to the extent that any change, event, effect, condition or
circumstance or series of related changes, events, effects, conditions or circumstances described in clause (a) or
(b) occurred after the date hereof is related to or arises from: (i) actions or inactions expressly required or expressly
permitted by this Agreement; (ii) a change in general political, economic, or financial market conditions (except if
such conditions have a disproportionately adverse effect on the Brand Companies relative to other Persons operating
in the industry in which the Brand Companies operate); (iii) a change that affected the industries in which the Brand
Companies operate generally (except if such change has a disproportionately adverse effect on the Brand Companies
relative to other Persons operating in the industry in which the Brand Companies operate); (iv) the announcement or
pendency of this Agreement and the Contemplated Transactions; (v) any changes after the date of this Agreement in
GAAP or Applicable Law (except if such changes have a disproportionately adverse effect on the Brand Companies
relative to other Persons operating in the industry in which the Brand Companies operate); (vi) natural disaster,
sabotage, acts of terrorism or war (whether or not declared) or other outbreak of hostilities, (except if such conditions
have a disproportionately adverse effect on the Brand Companies relative to other Persons operating in the industry in
which the Brand Companies operate); or (vii) the failure of the Brand Companies to meet their financial projections;
provided, however, that this clause (vii) shall not be construed as implying that Seller is making any representation or
warranty herein with respect to any financial projections for any period; and provided, further, that the underlying
reason for the failure of the Brand Companies to meet their financial projections shall not be excluded pursuant to this
clause (vii).
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�Company Transaction Expenses� means all Transaction Expenses incurred or otherwise payable by or on behalf of the
Brand Companies, including (a) any severance payments owed to employees of the Brand Companies whose
employment has been terminated by the Brand Companies in the period between the signing of this Agreement and
the Closing Date (including any Taxes relating to such severance payments) unless such termination(s) were requested
in writing by Purchaser, (b) any annual bonuses payable to employees of the Brand Companies with respect to the
fiscal year ended December 31, 2015 which have not been paid prior to the Closing Date (including any Taxes
relating to such annual bonus payments), (c) an amount equal to Seller�s Portion of the Representation and Warranty
Policy Premium Amount, and (d) any amounts paid pursuant to a voluntary disclosure agreement with any of the
Taxing Authorities detailed in Schedule 7.01.

�Confidential Information� means all information (written or oral) that is confidential or proprietary to the Brand
Companies or the Brand Business or is not otherwise generally available to the public regarding the Brand Companies
or the Brand Business. The term �Confidential Information� shall not include information that is or becomes generally
available to the public, other than as a result of disclosure by Seller or its Representatives in violation of this
Agreement.

�Confidentiality Agreement� means the Confidentiality Agreement dated as of July 15, 2015, between Gaiam, Inc. and
Sequential Brands Group, Inc., as modified, amended and supplemented from time to time.

�Contemplated Transactions� means Purchaser�s acquisition of the Purchased Interests and all other transactions
contemplated by this Agreement.

�Contract� means, with respect to any Person, any legally binding agreement, contract, lease, license, understanding,
arrangement, commitment or other instrument or obligation (whether written or oral) to which such Person is a party,
and any amendments thereto.

�Contributed Assets� means the assets contributed (directly or indirectly) to the Company pursuant to the terms of the
Contribution Agreement.

�Contributed Liabilities� means the liabilities contributed (directly or indirectly) to the Company pursuant to the terms
of the Contribution Agreement.

�Contribution Agreement� has the meaning set forth in the Recitals.

�Damages� of any Person means (a) any and all actual out-of-pocket claims, actions, causes of action, judgments,
awards, Liabilities, losses, costs and damages (including the reasonable fees and expenses of outside counsel,
accountants and other professional advisors), whether involving a dispute solely between the Parties hereto or
otherwise, incurred or suffered by such Person; and (b) any losses or costs incurred by such Person in investigating,
defending or settling any claim, action or cause of action described in clause (a), whether or not the underlying claim,
action or cause of action is actually asserted or is merely alleged or threatened; provided, however, that solely for
purposes of Section 10.01, exemplary, punitive, special, incidental, consequential damages (including any claim for
lost profits, diminution in value, loss of revenue, or income) speculative, treble, remote, indirect damages, and loss of
business reputation or opportunity are excluded from this definition of Damages (for the avoidance of doubt,
exemplary, punitive, special, incidental and consequential damages (including any claim for lost profits, diminution in
value, loss of revenue, or income) shall not be excluded from the definition of Damages for purposes of calculating
Damages arising out of or in connection with a breach the representations and warranties set forth in Article IV and
Article V); provided, further, that all exemplary, consequential, punitive and special damages actually paid to a third
party shall constitute direct Damages notwithstanding the characterization of such damages vis-à-vis the third party.
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equal to the amount of any insurance proceeds (other than proceeds from the Representation and Warranty Policy),
indemnification payments, contribution payments, or reimbursements directly or indirectly actually received by such
Person or
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any of such Person�s Affiliates as compensation specifically for such Damages or the circumstances giving rise thereto
(net of any reasonable costs and expenses incurred by such Person in investigating the underlying claim or collecting
such proceeds, payments or reimbursements), and (ii) any qualifications in the representations, warranties and
covenants with respect to a Company Material Adverse Effect, �materiality�, �material� or similar terms shall be
disregarded and will not have any effect with respect to the calculation of the amount of any Damages attributable to a
breach of any representation, warranty or covenant set forth in this Agreement.

�Debt Commitment Letters� has the meaning set forth in Section 6.04(a).

�Debt Financing� has the meaning set forth in Section 6.04(a).

�Designated Employee Accrued PTO Amount� means all accrued but unpaid and unused paid time off for all
Designated Employees as of the Closing Date.
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