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Year Ended December 31, 2007 Compared to Year Ended December 31, 2006 
 
Net revenue. Net revenue increased $43.5 million, or 19.8%, to $262.9 million during 2007 from $219.5 million during 2006. During 
the year, we added distribution to over 2,000 new retail doors, bringing the total number of retail doors in the United States to 
approximately 70,000. Net revenue in our direct to consumer segment increased $23.6 million, or 21.7%, to $132.5 million during 
2007 from $108.9 million during 2006. This increase in the direct to consumer segment net revenue primarily reflects the continued 
success of our direct response marketing revenues and increased revenues from businesses acquired during 2007.  Net revenue in our 
business segment increased $17.7 million, or 18.9%, to $111.5 million during 2007 from $93.8 million during 2006, primarily 
reflecting our success in the international market.  Net revenue in our solar segment increased $2.1 million, or 12.6%, to $18.9 million 
during 2007 from $16.8 million during 2006, primarily due to the acquisition of Marin Solar in November 2007 and increased 
penetration in existing markets. 
 
Gross profit. Gross profit increased $28.0 million, or 20.0%, to $168.4 million during 2007 from $140.3 million during 2006. As a 
percentage of net revenue, gross profit increased slightly to 64.0% during 2007 from 63.9% during 2006. Gross profit in our direct to 
consumer segment increased $14.9 million, or 19.6%, to $90.6 million during 2007 from $75.8 million during 2006 and, as a 
percentage of net revenue, increased to 68.4% during 2007 from 59.6% during 2006, primarily reflecting our investment in higher 
margin online community businesses.  Gross profit in our business segment increased $12.6 million, or 21.5%, to $71.2 million during 
2007 from $58.6 million during 2006 and, as a percentage of net revenue, increased to 63.9% during 2007 from 62.5% during 2006.  
Gross profit in our solar segment increased $0.5 million, or 9.2%, to $6.5 million during 2007 from $6.0 million during 2006 and, as a 
percentage of net revenue, decreased to 34.3% during 2007 from 35.4% during 2006, primarily reflecting the acquisition of Marin 
Solar, which historically has produced lower margins. 
 
Selling and operating expenses. Selling and operating expenses increased $22.0 million, or 18.4%, to $141.7 million during 2007 from 
$119.7 million during 2006, resulting primarily from increased sales and investments made in community, branding, personnel, 
advertising, and marketing programs.  As a percentage of net revenue, selling and operating expenses decreased to 53.9% during 2007 
from 54.6% during 2006. 
 
Corporate, general and administration expenses. Corporate, general and administration expenses increased $1.2 million, or 7.9%, to 
$16.2 million during 2007 from $15.0 million during 2006, primarily due to our planned investments to support the increased revenue 
base.  As of percentage of net revenue, corporate, general and administration expenses decreased to 6.1% during 2007 from 6.8% 
during 2006, primarily reflecting the leverage on the higher revenue base. 
 
Other income. Other income increased $0.2 million, or 6.2%, to $4.1 million during 2007 from $3.9 million during 2006.  As a 
percentage of net revenue, other income deceased to 1.5% during 2007 from 1.8% during 2006. The increase reflects the interest 
earnings from proceeds of our sale of our Class A common stock in our secondary offering during May 2006, partially offset by our 
use of cash to repurchase 2.5 million shares of our Class A common stock during 2007. 
 
Minority interest in net income of consolidated subsidiaries, net of income taxes. Minority interest in net income of consolidated 
subsidiaries, net of income taxes, increased by $0.2 million, or 142.2%, to $0.3 million during 2007 from $0.1 million during 2006. 
 
Net income.  Net income increased $2.9 million, or 51.0%, to $8.5 million during 2007 from $5.6 million during 2006. Earnings per 
share increased 47.8% to $0.34 per share during 2007 from $0.23 per share during 2006. The above factors improved our financial 
performance over 2006. 
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Quarterly and Seasonal Fluctuations 
 
The following table sets forth our unaudited results of operations for each of the quarters in 2008 and 2007. In our opinion, this 
unaudited financial information includes all adjustments, consisting solely of normal recurring accruals and adjustments, necessary for 
a fair presentation of the results of operations for the quarters presented. You should read this financial information in conjunction 
with our consolidated financial statements and related notes included elsewhere in this Form 10-K. The results of operations for any 
quarter are not necessarily indicative of future results of operations. 

 
  Year 2008 Quarters Ended 
(in thousands, except per share data)  March 31  June 30  September 30  December 31 
         
Net revenue.................................................................................   $ 65,173  $ 57,217  $ 60,285  $ 74,497 
Gross profit .................................................................................   40,978  36,153  33,845  38,269 
Income (loss) before income taxes and minority interests (a).....   3,135  4,184  (16,922) (45,524)
Net income (loss) ........................................................................   2,213  2,581  (10,115) (30,302)
Diluted net income (loss) per share.............................................   $ 0.09  $ 0.10  $ (0.42) $ (1.26)
Weighted average shares outstanding-diluted.............................   25,352  24,895  24,020  23,980 
 
  Year 2007 Quarters Ended 
(in thousands, except per share data)  March 31  June 30  September 30  December 31 
         
Net revenue.................................................................................   $ 58,458  $ 52,361  $ 70,318  $ 81,806 
Gross profit .................................................................................   37,476  33,631  46,144  51,127 
Income (loss) before income taxes and minority interests ..........   2,828  (783) 5,224  7,332 
Net income (loss) ........................................................................   1,752  (346) 2,918  4,200 
Diluted net income (loss) per share.............................................   $ 0.07  $ (0.01) $ 0.12  $ 0.17 
Weighted average shares outstanding-diluted.............................   25,813  24,655  24,970  25,154 
 

 
(a) During 2008, we recognized gains on the issuance of our subsidiary’s stock and charges for impaired goodwill, intangibles, 

and other related assets and expenses, resulting in a net gain of $4.6 million in the second quarter of 2008 and net losses of 
$13.9 million and $40.8 million in the third and fourth quarters of 2008, respectively.  See Note 6, Asset Impairment and 
Other General Expenses and Income. 

 
Quarterly fluctuations in our revenues and operating results are due to a number of factors, including changes in market conditions, the 
timing of new product introductions and mailings to customers, advertising, acquisitions (including costs of acquisitions and expenses 
related to integration of acquisitions), competition, pricing of products by vendors and expenditures on our systems and infrastructure. 
The impact on revenue and operating results due to the timing and extent of these factors can be significant. Our sales are also affected 
by seasonal influences. On an aggregate basis, we generate our strongest revenues in the fourth quarter due to increased holiday 
spending and retailer fitness purchases. 
 
Liquidity and Capital Resources 
 
Our capital needs arise from working capital required to fund operations, capital expenditures related to acquisition and development 
of media content, development of our Internet and community platforms and new products, acquisitions of new businesses, 
replacements, expansions and improvements to our infrastructure, and future growth. These capital requirements depend on numerous 
factors, including the rate of market acceptance of our product offerings, the ability to expand our customer base, the cost of ongoing 
upgrades to our product offerings, the level of expenditures for sales and marketing, the level of investment in distribution systems and 
facilities and other factors. The timing and amount of these capital requirements are variable and we cannot accurately predict them. 
Additionally, we will continue to pursue opportunities to expand our media libraries, evaluate possible investments in businesses, 
products and technologies, and increase our sales and marketing programs and brand promotions as needed. 
 
We have a revolving line of credit agreement with a financial institution that expires in October  2009.  The credit agreement permits 
borrowings up to the lesser of $15 million or our borrowing base which is calculated based upon the collateral value of our accounts 
receivable, inventory, and certain property and equipment. Borrowings under this agreement bear interest at the lower of prime rate 
less 75 basis points or LIBOR plus 275 basis points. Borrowings are secured by a pledge of certain of our assets, and the agreement 
contains various financial covenants, including those requiring compliance with certain financial ratios. At December 31, 2008, we 
had no amounts outstanding under this agreement; however, $1.4 million was reserved for outstanding letters of credit.  We believe 
we have complied with all of the financial covenants under this credit agreement. 
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Cash Flows 
 
The following table summarizes our primary sources (uses) of cash during the periods presented: 
 
  Years ended December 31, 
(in thousands)  2008  2007  2006 
Net cash provided by (used in):       

Operating activities ..............................................................................  $ (20,414) $ 13,445  $ (504)
Investing activities ...............................................................................  (43,858) (22,787) (9,742)
Financing activities ..............................................................................  29,996  (29,432) 99,270 
Effects of exchange rates on cash and cash equivalents ......................  (17) 156  824 

Net (decrease) increase in cash and cash equivalents ......................................  $ (34,293) $ (38,618) $ 89,848 
 
Operating activities. Our operating activities used net cash of $20.4 million during 2008. Of this amount, $19.0 million is attributable 
to $8.4 million of income tax benefits that we expect to be refunded in 2009 primarily as a result of the impairment of assets in 2008 
and $10.6 million of liabilities assumed in business acquisitions which are shown in operating activities in accordance with GAAP.  
The remaining purchase price for these acquisitions is shown in investing activities.  Also included in the net decrease of cash from 
operating activities are additional inventory purchases of $3.5 million, partially offset by other net sources of cash of $2.1 million. Our 
net cash generated from operating activities during 2007 of $13.4 million was primarily attributable to net income of $8.5 million, net 
non-cash expenses of $13.1 million, and other net increases of $0.6 million, partially offset by additional inventory of $5.5 million and 
increased accounts receivable of $3.3 million. 
 
Investing activities. Our investing activities used net cash of $43.9 million and $22.8 million during 2008 and 2007, respectively. The 
net cash used in investing activities during 2008 was used primarily to acquire our new corporate headquarters and related property 
and equipment for $19.4 million, purchase other property and equipment for $3.1 million, acquire businesses and other investments 
for $13.9 million, and purchase and produce media rights for $6.0 million. The net cash used in investing activities during 2007 was 
used primarily to acquire businesses, property, equipment and other investments for $20.3 million and purchase media for $6.3 
million, partially offset by proceeds from the sale of our investment in LIME for $1.4 million and prepayment of a related promissory 
note for $2.4 million. 
 
Financing activities. Our financing activities provided net cash of $30.0 million during 2008 and used net cash of $29.4 million during 
2007. Our net cash provided by financing activities during 2008 primarily reflected net proceeds from Real Goods’ IPO of $48.2 
million and issuances of our common stock and related tax benefits of $1.5 million, partially offset by the use of funds to repurchase 
approximately 1.3 million shares of our Class A common stock for $18.4 million and payoff of $1.3 million on a line of credit of an 
acquired solar business. We used net cash in financing activities during 2007 primarily to repurchase 2.5 million shares of our Class A 
common stock for $32.9 million, which was partially offset by net proceeds and income tax benefits of $3.5 million from the exercise 
of stock options under our 1999 Long-Term Incentive Plan. 
 
On November 8, 2007, we filed a shelf registration statement on Form S-3 with the Securities and Exchange Commission for 
5,000,000 shares of our Class A common stock.  During the year ended December 31, 2008, we issued 221,152 of these shares to 
acquire business ownership interests. 

 
We believe our available cash, cash expected to be generated from operations, cash generated by the sale of our stock, and borrowing 
capabilities should be sufficient to fund our operations on both a short-term and long-term basis. However, our projected cash needs 
may change as a result of acquisitions, product development, unforeseen operational difficulties or other factors. 
 
In the normal course of our business, we investigate, evaluate and discuss acquisition, joint venture, minority investment, strategic 
relationship and other business combination opportunities in the LOHAS market. For any future investment, acquisition or joint 
venture opportunities, we may consider using then-available liquidity, issuing equity securities or incurring additional indebtedness. 
 
Contractual Obligations 
 
We have commitments pursuant to operating lease obligations, but do not have any outstanding commitments pursuant to purchase 
agreements. The following table shows our commitments to make future payments under operating leases: 

 
(in thousands)  Total  < 1 year  1-3 years  3-5 years  > 5 yrs 
       
Operating lease obligations...............................  $ 9,903  $ 2,802  $ 3,418  $ 2,387  $ 1,296 
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Off-Balance Sheet Arrangements 
 
We do not participate in transactions that generate relationships with unconsolidated entities or financial partnerships, such as special 
purpose entities or variable interest entities, which have been established for the purpose of facilitating off-balance sheet arrangements 
or other limited purposes. 
 
Item 7A. Quantitative and qualitative disclosures about market risk 
 
We are exposed to market risks, which include changes in U.S. interest rates and foreign exchange rates. We do not engage in 
financial transactions for trading or speculative purposes, but do have forward contracts for foreign currency transactions for which 
historically the gains and losses have been immaterial. 
 
Any borrowings we might make under our bank credit facility would bear interest at the lower of prime rate less 75 basis points or 
LIBOR plus 275 basis points. We do not have any amounts outstanding under our credit line, so any unfavorable change in interest 
rates would not have a material impact on our results from operations or cash flows unless we make borrowings in the future. 
 
We purchase a significant amount of inventory from vendors outside of the U.S. in transactions that are primarily U.S. dollar 
denominated transactions. A decline in the relative value of the U.S. dollar to other foreign currencies has and may continue to lead to 
increased purchasing costs. 
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Report of independent registered public accounting firm 
 
To the Board of Directors and Shareholders of 
Gaiam, Inc. 
Louisville, Colorado 
 
We have audited the accompanying consolidated balance sheets of Gaiam Inc. and subsidiaries (the “Company”) as of December 31, 
2008 and 2007, and the related consolidated statements of operations, shareholders’ equity and cash flows for each of the three years 
in the period ended December 31, 2008. Our audits also included the financial statement schedule II for each of the three years in the 
period ended December 31, 2008.  We also have audited the Company’s internal control over financial reporting as of December 31, 
2008, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations 
of the Treadway Commission (the “COSO Criteria”). The Company’s management is responsible for these consolidated financial 
statements, for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal 
control over financial reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting 
included in Item 9A. Our responsibility is to express an opinion on these consolidated financial statements and an opinion on the 
Company’s internal control over financial reporting based on our audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all 
material respects. Our audits of the consolidated financial statements included examining, on a test basis, evidence supporting the 
amounts and disclosures in the consolidated financial statements, assessing the accounting principles used and significant estimates 
made by management, and evaluating the overall financial statement presentation. Our audit of internal control over financial 
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also 
included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a 
reasonable basis for our opinions. 
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with accounting principles generally 
accepted in the United States. A company’s internal control over financial reporting includes those policies and procedures that 
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the 
assets of the Company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are being 
made only in accordance with authorizations of management and directors of the Company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a 
material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections 
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 
 
As discussed in Note 2 to the consolidated financial statements, in 2006, Gaiam, Inc. and subsidiaries changed its method of 
accounting for share-based payments in accordance with the guidance provided in Statement of Financial Accounting Standards 
No. 123(R), Share-Based Payment. As discussed in Note 10 to the consolidated financial statements, in 2007, Gaiam, Inc. and 
subsidiaries adopted Financial Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an 
interpretation of FASB Statement No.109. 
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of 
Gaiam Inc. and subsidiaries as of December 31, 2008 and 2007, and the results of their operations and their cash flows for each of the 
three years in the period ended December 31, 2008 in conformity with accounting principles generally accepted in the United States of 
America. Also, in our opinion, the related financial statement schedule II for each of the three years in the period ended December 31, 
2008, when considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the 
information set forth therein. Also in our opinion, Gaiam Inc. and subsidiaries maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2008, based on the COSO Criteria. 
 
 /s/ Ehrhardt Keefe Steiner & Hottman PC 
  
March 12, 2009  
Denver, Colorado  

 



 

28 

 
GAIAM, INC. 
Consolidated balance sheets 
 
  December 31, 
(in thousands, except share and per share data)  2008  2007 

ASSETS     
Current assets:     

Cash and cash equivalents ...................................................................................................   $ 31,965  $ 66,258 
Accounts receivable, net ......................................................................................................   33,664  30,157 
Inventory, less allowances ...................................................................................................   35,736  29,839 
Deferred advertising costs....................................................................................................   2,578  3,602 
Income taxes receivable.......................................................................................................   8,410  — 
Deferred tax assets ...............................................................................................................   7,038  6,005 
Other current assets..............................................................................................................   9,841  5,205 

Total current assets ..........................................................................................................   129,232  141,066 
     
Property and equipment, net ....................................................................................................   27,381  9,509 
Media library, net.....................................................................................................................   12,102  37,566 
Deferred tax assets, net ............................................................................................................   6,076  4,057 
Goodwill ..................................................................................................................................   23,180  42,856 
Other intangibles, net ...............................................................................................................   880  1,554 
Notes receivable and other assets.............................................................................................   3,247  4,104 

Total assets.......................................................................................................................   $ 202,098  $ 240,712 
     

LIABILITIES AND SHAREHOLDERS’ EQUITY     
Current liabilities:     

Accounts payable .................................................................................................................   $ 26,567  $ 23,620 
Accrued liabilities ................................................................................................................   6,885  10,631 

Total current liabilities .....................................................................................................   33,452  34,251 
     
Minority interest ......................................................................................................................   15,178  6,073 
     
Commitments and contingencies .............................................................................................      
     
Shareholders’ equity:     

Class A common stock, $.0001 par value, 150,000,000 shares authorized, 18,541,201 
and 19,553,631 shares issued and outstanding at December 31, 2008 and 2007, 
respectively ......................................................................................................................   2  2 

Class B common stock, $.0001 par value, 50,000,000 shares authorized, 5,400,000 
shares issued and outstanding at December 31, 2008 and 2007.......................................   1  1 

Additional paid-in capital ....................................................................................................   163,652  174,046 
Accumulated other comprehensive income .........................................................................   88  991 
(Accumulated deficit) retained earnings ..............................................................................   (10,275) 25,348 

Total shareholders’ equity................................................................................................   153,468  200,388 
Total liabilities and shareholders’ equity .........................................................................   $ 202,098  $ 240,712 

 
See accompanying notes to the consolidated financial statements. 
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GAIAM, INC. 
Consolidated statements of operations 
 
  Years Ended December 31, 
(in thousands, except per share data)  2008  2007  2006 
       
Net revenue......................................................................................................  $ 257,172  $ 262,943  $ 219,480 
Cost of goods sold............................................................................................  107,927  94,565  79,150 
Gross profit ......................................................................................................  149,245  168,378  140,330 
       
Expenses:       

Selling and operating ...................................................................................  142,401  141,749  119,700 
Corporate, general and administration .........................................................  13,059  16,176  14,989 
Other general income and expense ..............................................................  82,928  —  — 

Total expenses..................................................................................................  238,388  157,925  134,689 
       
Income (loss) from operations .........................................................................  (89,143) 10,453  5,641 
       
Gain from issuance of subsidiary stock ...........................................................  32,800  —  — 
Interest and other income.................................................................................  1,216  4,148  3,905 
       
Income (loss) before income taxes and minority interest.................................  (55,127) 14,601  9,546 
       
Income tax expense (benefit) ...........................................................................  (7,542) 5,767  3,774 
Minority interest in net (income) loss of consolidated subsidiaries, net of 

income taxes ................................................................................................  11,962  (310) (128)
Net income (loss) .............................................................................................  $ (35,623) $ 8,524  $ 5,644 
       
Net income (loss) per share:       

Basic ............................................................................................................  $ (1.46) $ 0.34  $ 0.23 
Diluted .........................................................................................................  $ (1.46) $ 0.34  $ 0.23 

       
Weighted average shares outstanding:       

Basic ............................................................................................................  24,452  24,962  24,349 
Diluted .........................................................................................................  24,452  25,214  24,617 

 
See accompanying notes to consolidated financial statements. 
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GAIAM, INC. 
Consolidated statement of shareholders’ equity 
 

  

Class A 
Common 

Stock  

Class B 
Common 

Stock  
Additional

Paid-In  

Accumulated 
Other 

Comprehensive  

Retained 
Earnings 

(Accumulated  
(in thousands, except share data)  Shares  Amount  Shares  Amount  Capital  Income  Deficit) Total 
                 
Balance at December 31, 2005.........   15,010,736  $ 1   5,400,000  $ 1  $ 95,840  $ 264  $ 11,180  $ 107,286 
                 
Sale of common stock in 

underwritten offerings .................   5,690,000  1  —  —  93,601  —  —  93,602 
Issuance of common stock in 

conjunction with acquisitions 
and compensation ........................   1,049,200  —  —  —  11,465  —  —  11,465 

Comprehensive income:                 
Net income...................................   —  —  —  —  —  —  5,644  5,644 
Foreign currency translation 

adjustment, net of income 
taxes of $393 ..........................   —  —  —  —  —  609  —  609 

Comprehensive income ....................   —  —  —  —  —  —  —  6,253 
                 
Balance at December 31, 2006.........   21,749,936  2  5,400,000  1  200,906  873  16,824  218,606 
                 
Issuance of common stock in 

conjunction with acquisitions 
and compensation ........................   303,695  —  —  —  6,047  —  —  6,047 

Repurchase of stock..........................   (2,500,000) —  —  —  (32,907) —  —  (32,907)
Comprehensive income:                 

Net income...................................   —  —  —  —  —  —  8,524  8,524 
Foreign currency translation 

adjustment, net of income 
taxes of $77 ............................   —  —  —  —  —  118  —  118 

Comprehensive income ....................   —  —  —  —  —  —  —  8,642 
Balance at December 31, 2007.........   19,553,631  2  5,400,000  1  174,046  991  25,348  200,388 
                 
Issuance of common stock and 

other equity changes related to 
acquisitions, compensation, 
and affiliate transactions..............   359,855  —  —  —  8,883  —  —  8,883 

Repurchase of stock..........................   (1,372,285) —  —  —  (19,277) —  —  (19,277)
Comprehensive loss:                 

Net loss ........................................   —  —  —  —  —  —  (35,623) (35,623)
Foreign currency translation 

adjustment, net of 
reclassification and related 
tax benefit of $590..................   —  —  —  —  —  (903) —  (903)

Comprehensive loss..........................   —  —  —  —  —  —  —  (36,526)
Balance at December 31, 2008.........   18,541,201  $ 2  5,400,000  $ 1  $ 163,652  $ 88  $ (10,275) $ 153,468 

 
See accompanying notes to consolidated financial statements. 
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GAIAM, INC. 
Consolidated statements of cash flows 
 
  Years ended December 31,  
(in thousands)  2008  2007  2006  
Operating activities:        
Net income (loss).......................................................................................................   $ (35,623) $ 8,524  $ 5,644  
Adjustments to reconcile net income (loss) to net cash provided by (used 

in) operating activities:        
Depreciation..........................................................................................................   3,110  2,120  1,926  
Amortization .........................................................................................................   5,525  10,169  5,883  
Share-based compensation expense ......................................................................   1,506  1,024  623  
Minority interest in consolidated subsidiaries, net of tax ......................................   (11,962) 310  128  
Net (gain) loss on investments and property .........................................................   (579) 265  —  
Noncash gain from equity method investment ......................................................   —  (127) (680) 
Deferred and stock option income tax (benefit) expense.......................................   (15,358) (701) 730  
Gain on issuance of subsidiary stock, net of tax....................................................   (20,138) —  —  
Impairment loss.....................................................................................................   80,021  —  —  
Changes in operating assets and liabilities, net of effects from acquisitions and 

dispositions:        
Accounts receivable, net ...................................................................................   (922) (3,330) 3,319  
Inventory, net....................................................................................................   (3,629) (5,546) (5,373) 
Deferred advertising costs.................................................................................   (1,564) (1,230) (531) 
Income tax receivable .......................................................................................   (7,751) —  —  
Other assets.......................................................................................................   (5,240) (771) (1,413) 
Accounts payable..............................................................................................   (856) 345  (6,859) 
Accrued liabilities.............................................................................................   (6,954) 2,393  (3,901) 

Net cash (used in) provided by operating activities ...................................................   (20,414)(a) 13,445  (504) 
        
Investing activities:        
Purchase of property, equipment and media rights ....................................................   (28,585) (9,536) (3,412) 
Proceeds from sale of property and equipment..........................................................   —  —  668  
Purchase of acquisitions, investments, and note, net of cash acquired ......................   (13,892) (17,122) (6,998) 
Disposition of investments, net..................................................................................   (1,381) 3,871  —  
Net cash used in investing activities ..........................................................................   (43,858) (22,787) (9,742) 
        
Financing activities:        
Proceeds from Real Goods stock issuances, net ........................................................   48,154  —  —  
Repurchase of Class A common stock, including related costs .................................   (18,411) (32,907) —  
Net proceeds from issuance of common stock and tax benefits from option    

exercises................................................................................................................   1,556  3,475  99,270  
Net payments on acquired business’ line of credit.....................................................   (1,303) —  —  
Net cash provided by (used in) financing activities ...................................................   29,996  (29,432) 99,270  
        
Effects of exchange rates on cash and cash equivalents ............................................   (17) 156  824  
        
Net (decrease) increase in cash and cash equivalents ................................................   (34,293) (38,618) 89,848  
Cash and cash equivalents at beginning of year.........................................................   66,258  104,876  15,028  
Cash and cash equivalents at end of year...................................................................   $ 31,965  $ 66,258  $ 104,876  
        
Supplemental cash flow information:           
Interest paid ...............................................................................................................   $ 41  $ 174  $ 23  
Income taxes paid ......................................................................................................   3,006  6,746  949  
Liabilities assumed from acquisitions........................................................................   10,624  4,683  284  
Common stock issued for acquisitions ......................................................................   16,187  1,504  4,943  
 

 
(a) 

 

Cash used in 2008’s operating activities includes $19.0 million that is attributable to $8.4 million of income tax benefits 
that we expect to be refunded in 2009 primarily as a result of the impairment of assets in 2008 and $10.6 million of 
liabilities assumed in business acquisitions which are shown in operating activities in accordance with GAAP. The 
remaining purchase price for these acquisitions is shown in investing activities. 

 
See accompanying notes to consolidated financial statements. 
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Notes to consolidated financial statements 
 
1. Organization, Nature of Operations, and Principles of Consolidation 
 
References in this report to “we”, “us”, “our” or “Gaiam” refer to Gaiam, Inc. and its consolidated subsidiaries, unless we indicate 
otherwise. We are a lifestyle media company providing a broad selection of information, media, products and services to customers 
who value personal development, wellness, ecological lifestyles, responsible media and conscious community. We were incorporated 
under the laws of the State of Colorado on July 7, 1988. 
 
We have prepared the accompanying consolidated financial statements in accordance with accounting principles generally accepted in 
the United States, or GAAP, and they include our accounts and those of our subsidiaries.  Intercompany transactions and balances 
have been eliminated. 
 
2.  Significant Accounting Policies 
 
No changes were made to our significant accounting policies during the year ended December 31, 2008, except for the adoption of 
Financial Accounting Standards Board, or FASB, Statement No. 157, Fair Value Measurement for items that are recognized or 
disclosed at fair value in the financial statements on a recurring basis (at least annually) and the adoption of Staff Accounting Bulletin 
No. 51, Accounting for Sales of Stock by a Subsidiary, whereby we elected the income statement approach for the recognition of gains 
and losses resulting from the issuance of subsidiary stock .  SFAS 157 defines fair value, establishes a framework for measuring fair 
value in GAAP, and expands disclosures about fair value measurements. The implementation of SFAS 157 did not have a material 
impact on our consolidated financial statements for the year ended December 31, 2008. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include demand deposit accounts with financial institutions and highly liquid investments, which mature 
within three months of date of purchase. The fair value of the cash and cash equivalents approximates their carrying value due to their 
short maturities. 
 
Concentration of Risk and Allowances for Doubtful Accounts 
 
We have potential concentration of credit risk in our accounts receivable in that two of our top customers, Target and Walmart, 
accounted for 30.2% of accounts receivable, net as of December 31, 2008.  These customers are major retailers in the United States to 
which we made significant sales during the calendar year end holiday season. 
 
We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our customers to make required 
payments. We make estimates of the collectibility of our accounts receivable by analyzing historical bad debts, specific customer 
creditworthiness, and current economic trends. The allowance for doubtful accounts was $2.7 million and $1.3 million as of 
December 31, 2008 and 2007, respectively. If the financial condition of our customers were to deteriorate such that their ability to 
make payments to us was impaired, additional allowances could be required. 
 
Product Returns 
 
We record allowances for product returns to be received in future periods at the time we recognize the original sale. We base the 
amounts of the returns allowances upon historical experience and future expectations. 
 
Inventory 
 
Inventory consists primarily of finished goods held for sale and is stated at the lower of cost (first-in, first-out method) or market. We 
identify the inventory items to be written down for obsolescence based on the item’s current sales status and condition. We write down 
discontinued or slow moving inventories based on an estimate of the markdown to retail price needed to sell through our current stock 
level of the inventories. As of December 31, 2008 and 2007, we estimated obsolete or slow-moving inventory to be $1.6 million and 
$3.5 million, respectively. 
 
Advertising Costs 
 
Deferred advertising costs relate to the preparation, printing, advertising and distribution of infomercials and catalogs. We defer such 
costs for financial reporting purposes until the catalogs and infomercials are distributed and advertised, then we amortize these costs 
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over succeeding periods on the basis of estimated direct relationship sales. We amortize seasonal catalogs within six months and our 
annual catalogs within one year. Forecasted sales statistics are the principal factor we use in estimating the amortization rate. We 
expense other advertising and promotional costs as incurred. Amounts recorded as advertising expense were $43.3 million, $39.9 
million, and $35.5 million for the years ended December 31, 2008, 2007, and 2006, respectively, and we include these amounts in 
selling and operating expense. 

 
We record sales discounts or other sales incentives as a reduction to revenues. We identify and record as expense those cooperative 
advertising expenses we pay, which are for advertisements meeting the separable benefit and fair value tests, as part of selling and 
operating expense. 
 
Property and Equipment 
 
We state property and equipment at cost less accumulated depreciation and amortization. We included in property and equipment the 
cost of internal-use software, including software used in connection with our websites. We expense all costs related to the 
development of internal-use software other than those incurred during the application development stage. We capitalize the costs we 
incur during the application development stage and amortize them over the estimated useful life of the software, which is typically 
three years. We compute depreciation of property and equipment on the straight-line method over estimated useful lives, generally 
three to forty-five years. We amortize leasehold and building improvements over the shorter of the estimated useful lives of the assets 
or the remaining term of the lease or remaining life of the building, respectively. 
 
Investments 
 
We account for investments in limited liability companies in which we have the ability to exercise significant influence or control, or 
in which we hold a five percent or more membership interest, under the equity method. We account for investments in corporations in 
which we have the ability to exercise significant influence or control, or in which we hold a twenty percent or more ownership, under 
the equity method. Under the equity method, we record our share of the income or losses of the investment by increasing or decreasing 
the carrying value of our investment and recording the income or expense through the consolidated statement of operations. Under the 
cost method of accounting, we carry investments in private companies at cost and adjust only for other-than-temporary declines in fair 
value. We include investments under the cost and equity methods in notes receivable and other assets. 
 
Purchase Accounting 
 
We account for the acquisition of a controlling interest in a business using the purchase method. In determining the estimated fair 
value of certain acquired assets and liabilities, we make assumptions based upon many different factors, such as historical and other 
relevant information and analysis performed by independent parties. Assumptions may be incomplete, and unanticipated events and 
circumstances may occur that could affect the validity of such assumptions, estimates, or actual results. The estimated fair value of 
assets and liabilities acquired in recent business combinations are preliminary as of December 31, 2008. We expect to obtain 
information necessary to finalize the estimated values during 2009. 
 
Media Library 
 
The media library asset represents the estimated fair value of our library of produced videos acquired through business combinations, 
the purchase price of media rights to both video and audio titles, and the capitalized cost to produce media products, all of which we 
market to retailers and to direct-mail and online customers. We have presented the media library net of accumulated amortization of 
approximately $19.1 million and $23.2 million at December 31, 2008 and 2007, respectively, which is being amortized over the 
estimated useful life of the titles, which range from five to fifteen years. Additionally, we anticipate incurring during 2009 
approximately $1.6 million in participation expenses, primarily royalties, related to acquired and produced media content. 
 
Media library costs to produce media content consist of costs incurred to produce the media content, net of accumulated amortization. 
We recognize these costs, as well as participation costs, as operating expenses on an individual film basis in the ratio that the current 
year’s gross revenues bear to our estimate of total ultimate gross revenues from all sources to be earned over a seven-year period. We 
state capitalized production costs at the lower of unamortized cost or estimated fair value on an individual film basis. We continually 
review revenue forecasts, based primarily on historical sales statistics, and revise these forecasts when warranted by changing 
conditions. When estimates of total revenues and other events or changes in circumstances indicate that a film has an estimated fair 
value that is less than its unamortized cost, we recognize an impairment loss in the current period for the amount by which the 
unamortized cost exceeds the film’s estimated fair value. 

 
During 2008, capitalized production cost for released films was approximately $2.9 million, and for those films not yet released was 
approximately $1.6 million. Additionally, as of December 31, 2008, we estimate that approximately $1.4 million or 20.0% of the 
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unamortized costs for released films will be amortized during 2009, and approximately 60.3% of the unamortized costs for released 
films will be amortized within the next three years. Accumulated amortization for produced media content at December 31, 2008 and 
2007 was approximately $19.1 million and $11.0 million, respectively. Amortization expense for produced media content for the years 
ended December 31, 2008, 2007 and 2006 was $2.0 million, $2.9 million and $1.4 million, respectively. 
 
The acquired media rights have $4.9 million of remaining unamortized costs as of December 31, 2008 that will be amortized on a 
straight-line basis over 12 to 96 months. Amortization expense for acquired and purchased media rights for the years ended 
December 31, 2008, 2007, and 2006 was $3.1 million, $4.7 million, and $4.1 million, respectively. Based upon the acquired media 
titles and rights at December 31, 2008, we expect the annual amortization expense for the next five years to approximate $1.0 million 
per annum. 
 
Based on total media library costs at December 31, 2008 and assuming no subsequent impairment of the underlying assets or a 
material increase in the video productions or media acquired, we expect the amortization expense for the next five years to be 
approximately $2.4 million per annum. 
 
Goodwill and Other Intangibles 
 
Goodwill represents the excess of the purchase consideration over the estimated fair value of assets acquired less liabilities assumed in 
a business acquisition. Our other intangibles mainly consist of customer and marketing related assets. We no longer amortize 
goodwill, but instead we review it for impairment annually or more frequently if impairment indicators arise, on a reporting unit level. 
We compare the estimated fair value of a reporting unit with its carrying amount, including goodwill. If the estimated fair value of a 
reporting unit exceeds its carrying amount, we consider the goodwill of the reporting unit not impaired. If the carrying amount of a 
reporting unit exceeds its estimated fair value, we perform the goodwill impairment test to measure the amount of impairment loss. 
We use a traditional present value method for the purposes of testing for potential impairment. The process of evaluating the potential 
impairment of goodwill is highly subjective and requires significant judgment at many points during the analysis. Application of 
alternative assumptions and definitions could yield significantly different results. 
 
We have allocated the entire goodwill balance of $23.1 million at December 31, 2008 to our three segments: direct to consumer, 
business and solar.  The following table sets forth the changes in goodwill for the period December 31, 2006 through December 31, 
2008 by segment. 

 

(in thousands)  

Direct to 
Consumer 
Segment  

Business 
Segment  

Solar 
Segment  Total 

         
Balance at December 31, 2006 ...................................................   $ 8,555  $ 17,035  $ 2,759  $ 28,349 

Acquisitions ............................................................................   7,400  3,871  3,168  14,439 
Foreign currency rate change..................................................   —  68  —  68 

Balance at December 31, 2007 ...................................................   15,955  20,974  5,927  42,856 
Acquisitions ............................................................................   939  7,044  20,484  28,467 
Impairment losses recognized.................................................   (14,192) (3,835) (26,411) (44,438)
Business dispositions ..............................................................   —  (3,705) —  (3,705)

Balance at December 31, 2008 ...................................................   $ 2,702  $ 20,478  $ —  $ 23,180 
 

The gross carrying amount of our domain name intangibles, which were not subject to amortization, at December 31, 2007 was $0.3 
million.  These domain name intangibles were fully impaired during the third quarter of 2008.  The following table represents our 
other intangibles subject to amortization by major class as of December 31, 2008 and 2007. 

 
  As of December 31, 
(in thousands)  2008  2007 
     
Customer related:     

Gross carrying amount.........................................................................................................   $ 250  $ 1,434 
Accumulated amortization ...................................................................................................   (52) (727)

  $ 198 $ 707 
Marketing related:     

Gross carrying amount.........................................................................................................   $ 817  $ 638 
Accumulated amortization ...................................................................................................   (135) (41)

  $ 682 $ 597 
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The amortization periods range from 36 to 84 months. Amortization expense for the years ended December 31, 2008 and 2007 was 
$1.1 million and $0.6 million, respectively. Based on the December 31, 2008 balance of other intangibles, we estimate amortization 
expense to be $0.2 million each year for 2009 through 2011, $0.1 million in 2012, and $0.04 million in 2013. 
 
Long-Lived Assets 
 
We evaluate the carrying value of long-lived assets held and used, other than goodwill, when events or changes in circumstances 
indicate the carrying value may not be recoverable. We consider the carrying value of a long-lived asset impaired when the total 
projected undiscounted cash flows from such asset are separately identifiable and are less than the carrying value. We recognize a loss 
based on the amount by which the carrying value exceeds the estimated fair value of the long-lived asset. We determine the estimated 
fair value primarily using the projected cash flows from the asset discounted at a rate commensurate with the risk involved. 
 
Income Taxes 
 
We provide for income taxes pursuant to the liability method as prescribed in SFAS No. 109, Accounting for Income Taxes. The 
liability method requires recognition of deferred income taxes based on temporary differences between financial reporting and income 
tax bases of assets and liabilities, using current enacted income tax rates and regulations. These differences will result in taxable 
income or deductions in future years when the reported amount of the asset or liability is recovered or settled, respectively. 
Considerable judgment is required in determining when these events may occur and whether recovery of an asset is more likely than 
not. 
 
Revenues 
 
Revenue consists of sales of products, media licensing, and solar energy integration contract fees. We recognize revenue from the sale 
of products and the licensing of media when the following four basic criteria are met: (1) persuasive evidence of an arrangement 
exists; (2) delivery has occurred or services rendered; (3) the seller’s price to the buyer is fixed and determinable; and (4) collectibility 
is reasonably assured. We recognize revenue from fixed price contracts using either the completed contract or percentage-of-
completion method, based on the energy size of the solar energy integration project. We had two solar energy integration contracts 
accounted for under the percentage-of-completion method as of December 31, 2008 and none for 2007 and 2006. We present revenues 
net of taxes collected from customers. We recognize amounts billed to customers for postage and handling as revenue at the same time 
we recognize the revenues arising from the product sale. We include postage and handling costs, which were approximately $13.1 
million for 2008, $12.0 million for 2007, and $13.0 million for 2006, in selling and operating expense along with other fulfillment 
costs. 
 
Share-Based Compensation 
 
As of January 1, 2006, we adopted the provisions of SFAS No. 123(R), Share-Based Payment, which requires companies to recognize 
compensation cost for share-based awards based on the estimated fair value of the award on date of grant. We measure compensation 
cost at the grant date based on the estimated fair value of the award and recognize compensation cost upon the probable attainment 
of a specified performance condition or over a service period. We use the Black-Scholes option valuation model to estimate the fair 
value of the award. In estimating this fair value, we use certain assumptions, as disclosed in Note 12, Share-Based Compensation, 
consisting of the expected life of the option, risk-free interest rate, dividend yield, and volatility. The use of a different estimate for 
any one of these components could have a material impact on the amount of calculated compensation expense. We elected the 
modified-prospective method, under which prior periods are not revised for comparative purposes. The valuation provisions of SFAS 
123(R) apply to new grants and to grants that were outstanding as of the effective date and are subsequently modified. We will 
recognize estimated compensation for grants that were outstanding as of the effective date over the remaining service periods using 
the compensation cost estimated for the SFAS 123(R) pro forma disclosures. 
 
Use of Estimates and Reclassifications 
 
The preparation of financial statements in accordance with GAAP requires us to make estimates and assumptions that affect the 
amounts reported in the accompanying financial statements and disclosures. Although we base these estimates on our best knowledge 
of current events and actions that we may undertake in the future, actual results may be different from the estimates. We have made 
certain reclassifications to prior period amounts to conform to the current period presentations. 
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Defined Contribution Plan 
 
In 1999, we adopted a defined contribution retirement plan under Section 401(k) of the Internal Revenue Code, which covers 
substantially all employees. Eligible employees may contribute amounts to the plan, via payroll withholding, subject to certain 
limitations. The 401(k) plan permits, but does not require, us to make additional matching contributions to the 401(k) plan on behalf of 
all participants in the 401(k) plan. Effective June 1, 2007, we began matching 50% of an employee’s contribution, up to an annual 
maximum matching contribution of $1,500, and during the year ended December 31, 2008, we made matching contributions of $0.3 
million to the 401(k) plan. 
 
Foreign Currency Translation 
 
Our foreign subsidiaries use their local currency as their functional currency. We translate assets and liabilities into U.S. dollars at 
exchange rates in effect at the balance sheet date. We translate income and expense accounts at the average monthly exchange rates 
during the year. We record resulting translation adjustments, net of income taxes, as a separate component of accumulated other 
comprehensive income. 
 
Comprehensive Income (Loss) 
 
Our comprehensive income (loss) is comprised of net income (loss) and foreign currency translation adjustments, net of income taxes. 
The disposition of our investment in our UK operations during the year ended December 31, 2008 resulted in a net loss which lowered 
our net income.  The foreign currency translation amount attributable to that entity and accumulated in the translation adjustment 
component of equity was removed from the other comprehensive income component of equity and reported as part of the loss on the 
sale of the investment. 
 
Net Income (Loss) Per Share 
 
Basic net income (loss) per share excludes any dilutive effects of options. We compute basic net income (loss) per share using the 
weighted average number of common shares outstanding during the period. We compute diluted net income (loss) per share using the 
weighted average number of common and common stock equivalent shares outstanding during the period. We excluded common 
equivalent shares of 717,000, 186,000 and 262,000 from the computation of diluted net income (loss) per share for 2008, 2007 and 
2006, respectively, because their effect was antidilutive. 
 
The following table sets forth the computation of basic and diluted net income (loss) per share: 
 

  For the Years Ended December 31, 
(In thousands, except per share data)  2008  2007  2006 
      
Numerator for basic and diluted net income (loss) per share...........................  $ (35,623) $ 8,524  $ 5,644  
      
Denominator:      

Weighted average shares for basic net income (loss) per share ...................  24,452  24,962  24,349  
      
Effect of dilutive securities:      

Weighted average of common stock and stock options ...............................  —  252  268  
      
Denominators for diluted net income (loss) per share .....................................  24,452  25,214  24,617  
      
Net income (loss) per share—basic .................................................................  $ (1.46) $ 0.34  $ 0.23  
Net income (loss) per share—diluted...............................................................  $ (1.46) $ 0.34  $ 0.23  
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Recently Issued Accounting Pronouncements 
 
In December 2007, the FASB issued FASB Statement No. 141 (Revised 2007), Business Combinations. Under SFAS 141(R), an 
acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a transaction at the acquisition-date fair 
value with limited exceptions. SFAS 141(R) will change the accounting treatment for certain specific items, including the following: 
 

•  acquisition costs will be generally expensed as incurred; 
• 

 
noncontrolling interests (formerly known as “minority interests”—see SFAS 160 discussion below) will be valued at fair 
value at the acquisition date; 

• 
 

acquired contingent liabilities will be recorded at fair value at the acquisition date and subsequently measured at either the 
higher of such amount or the amount determined under existing guidance for non-acquired contingencies; 

• 
 

in-process research and development will be recorded at fair value as an indefinite-lived intangible asset at the acquisition 
date; 

•  restructuring costs associated with a business combination will be generally expensed subsequent to the acquisition date and
• 

 
changes in deferred tax asset valuation allowances and income tax uncertainties after the acquisition date generally will 
affect income tax expense. 

 
Also included in SFAS 141(R) are a substantial number of new disclosure requirements. SFAS 141(R) applies prospectively to 
business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or 
after December 15, 2008. Earlier adoption is prohibited. Consequently, we will adopt the provisions of SFAS 141(R) for our fiscal 
year beginning January 1, 2009. We believe that SFAS 141(R) is applicable to us, but such impact will be dependent on the nature of 
future acquisitions, if any. 
 
In December 2007, FASB issued FASB Statement No. 160, Noncontrolling Interests in Consolidated Financial Statements—An 
Amendment of ARB No. 51. SFAS 160 establishes new accounting and reporting standards for a noncontrolling interest in a subsidiary 
and for the deconsolidation of a subsidiary. Specifically, this statement requires the recognition of a noncontrolling interest (minority 
interest) as equity in the consolidated financial statements and separate from the parent’s equity. The amount of net income 
attributable to the noncontrolling interest will be included in consolidated net income on the face of the income statement. SFAS 160 
clarifies that changes in a parent’s ownership interest in a subsidiary that do not result in deconsolidation are equity transactions if the 
parent retains its controlling financial interest. In addition, SFAS 160 requires that a parent recognize a gain or loss in net income 
when a subsidiary is deconsolidated. Such gain or loss will be measured using the estimated fair value of the noncontrolling equity 
investment on the deconsolidation date. SFAS 160 also includes expanded disclosure requirements regarding the interests of the parent 
and its noncontrolling interest. SFAS 160 is effective for fiscal years, and interim periods within those fiscal years, beginning on or 
after December 15, 2008. Earlier adoption is prohibited. We will adopt SFAS 160 at the beginning of our fiscal year commencing 
January 1, 2009. We believe SFAS 160 will be applicable to us in that minority interest will be listed separately in shareholders’ 
equity, but we cannot yet reasonably estimate the other impacts to our consolidated financial statements. 
 
In September 2006, FASB issued FASB Statement No. 157, Fair Value Measurements. SFAS 157 defines fair value, establishes a 
framework for measuring fair value in GAAP, and expands disclosures about fair value measurements. SFAS 157 applies under other 
accounting pronouncements that require or permit fair value measurements, the FASB having previously concluded in those 
accounting pronouncements that fair value is the relevant measurement attribute. Accordingly, SFAS 157 does not require any new 
fair value measurements. SFAS 157 is effective for non-recurring nonfinancial assets and nonfinancial liabilities for financial 
statements issued for fiscal years beginning after November 15, 2008, and interim periods within those fiscal years. Earlier application 
is encouraged, provided that the reporting entity has not yet issued financial statements for that fiscal year, including financial 
statements for an interim period within that fiscal year. We will adopt the provisions of SFAS 157 for non-recurring nonfinancial 
assets and nonfinancial liabilities in our fiscal year commencing January 1, 2009. We currently believe that adoption of the provisions 
of SFAS 157 will not have a material impact on our consolidated financial statements. 
 
On March 19, 2008, the FASB issued FASB Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities – 
an Amendment of FASB Statement 133.  SFAS 161 enhances required disclosures regarding derivatives and hedging activities, 
including enhanced disclosures regarding how: (a) an entity uses derivative instruments; (b) derivative instruments and related hedge 
items are accounted for under FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities; and 
(c) derivative instruments and related hedged items affect an entity’s financial position, financial performance, and cash flows.  
Specifically, SFAS 161 requires: 

 
• disclosure of the objectives for using derivative instruments be disclosed in terms of underlying risk and accounting 

designation; 
• disclosure of the fair values of derivative instruments and their gains and losses in a tabular format; 
• disclosure of information about credit-risk-related contingent features; and 
• cross-reference from the derivative footnote to other footnotes in which derivative-related information is disclosed. 



 

38 

 
SFAS 161 is effective for fiscal years and interim periods beginning after November 15, 2008.  We will adopt the provisions of SFAS 
161 in our fiscal year commencing January 1, 2009. We currently believe that adoption of the provisions of SFAS 161 will not have a 
material impact on our consolidated financial statements. 

 
3. Notes Receivable and Other Assets 
 
As of December 31, 2008, our notes receivable and other assets consisted of $2.7 million in notes and $0.3 million in investments, and 
$0.2 million in other long-term assets. 
 
As of December 31, 2007, our notes receivable and other assets consisted of $2.7 million in notes, $0.3 million in investments, and 
$1.1 million in other long-term assets.  On November 7, 2007, we entered into a cooperative business arrangement with 
Care2.com, Inc., whereby Care2 agreed that we will become the e-commence provider for Care2 in return for a percentage of our 
revenue generated from such customer leads.  Additionally, Care2 agreed to promote Gaiam subscriptions to Care2 customers and to 
not pursue subscription business.  We loaned Care2 $2.7 million, evidenced by a 6% interest bearing senior secured promissory note 
due November 7, 2011, purchased 254,237 shares of Care2 Series D-1 Preferred Stock for cash of $300,000, and received warrants to 
subscribe for and purchase from Care2 additional stock.  The warrants had no estimated fair value as of December 31, 2008 and 2007. 
 
4. Mergers and Acquisitions 
 
We include results from operations of acquired companies in our consolidated financial statements from their respective effective 
acquisition dates. 
 
During 2007 and 2008, we acquired businesses in all of our reporting segments.  The acquisitions in our direct to consumer segment 
strengthened our online community and expanded our offline distribution through print media.  Our business segment acquisitions 
broadened our professional fitness product line and increased our distribution channels in the professional markets.  Our solar segment 
acquisitions allowed us to expand our geographic presence in Northern California and establish a sales office in the sizable Southern 
California solar installation market.  The factors that contributed to purchase prices that resulted in recognition of goodwill were the 
target companies’ new and varied product and service offerings, anticipated and historical revenue and increased market share 
potential through broadened geographical reach and new market channels. 
 
During the first quarter of 2008, Real Goods’ subsidiary, Real Goods Carlson, acquired certain assets of Carlson Solar, Inc., and we 
acquired 100% ownership interest of SPRI and the remaining 49.9% ownership interest of Conscious Enlightenment.  On May 23, 
2008, Real Goods exchanged 280,000 shares of its Class A common stock for Real Goods’ current Chief Financial Officer’s 11.6% 
ownership in Real Goods Carlson, Inc.  Consideration paid for the minority interest of Real Goods Carlson was the same relative fair 
value as the equity received.  The assets acquired from Carlson Solar were determined to have all inputs and processes necessary for 
the transferred assets to continue to conduct normal operations after acquisition; accordingly, the purchase was treated as a business 
combination.  Also during 2008, Real Goods acquired 100% ownership of Independent Energy Systems and Regrid Power, Inc.  The 
total initial cost of all the 2008 business acquisitions was $32.6 million, including direct acquisition costs, consisting of $14.2 million 
in cash, $5.1 million in our Class A common stock, $11.1 million in Real Goods Class A common stock, and $2.2 million in assumed 
liabilities. We used a period beginning two days before and two days after the date that the terms of the acquisition were agreed and 
announced in determining the estimated fair value of the securities issued in connection with these business acquisitions. 
 
As additional consideration for Carlson Solar, Real Goods’ granted to the sellers warrants to purchase 30,000 shares of Real Goods’ 
Class A common stock at an exercise price of $3.20 per share.  The warrants commenced vesting upon the initial public offering of 
Real Goods’ Class A common stock.  In addition, the Regrid Power acquisition has contingent share consideration up to a maximum 
of 800,000 shares of Real Goods’ Class A common stock, based on Regrid Power’s revenue and earnings performance over its first 12 
months following acquisition, but in no event will total consideration paid exceed one times the trailing twelve months revenues as of 
September 30, 2009. 
 
For these acquisitions, we preliminarily recognized $20.3 million, $7.0 million, and $0.9 million of solar, business, and direct to 
consumer segment goodwill, respectively, of which $2.5 million is expected to be deductible for tax purposes, and $1.6 million of 
intangibles subject to amortization (50 month weighted-average useful life).  The marketing related intangibles were $1.3 million (51 
month weighted-average useful life) and the customer related intangibles were $0.3 million (45 month weighted-average useful life). 
 
Also during 2008, we vested 50% of the contingent consideration warrants related to the Marin Solar and Carlson Solar acquisitions as 
a result of the consummation of Real Goods’ initial public offering on May 13, 2008, for a total additional cost of $0.2 million, which 
we allocated to the solar segment goodwill. We are still in the process of finalizing our assessment of the estimated fair value of the 
net assets acquired during 2008 and, thus, the amount of goodwill and other intangibles is subject to refinement. 
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In 2008, we sold our investment in the non-LOHAS business publications that were acquired as part of a previous acquisition and sold 
our 51% ownership interest in Gaiam Limited, our UK subsidiary.  We received 50,000 shares of Gaiam Class A common stock, 
valued at $0.9 million, as part of the consideration for our UK subsidiary.  We also closed one of our direct to consumer segment 
businesses. 
 
The following is supplemental unaudited pro forma information for the aggregated 2008 acquisitions and dispositions as if they had 
occurred on January 1, 2007. The pro forma adjustments are based on currently available information and upon assumptions that we 
believe are reasonable in order to reflect, on a pro forma basis, the impact of these 2008 acquisitions on our historical financial 
information.  The unaudited pro forma information should not be relied upon as being indicative of our results of operations had the 
acquisitions occurred on the dates assumed.  The unaudited pro forma financial information also does not project the results of 
operations for any future period or date. 
 

  Pro forma 
  Year Ended December 31, 

(in thousands, except per share data)  2008  2007 
  (unaudited) 
Net revenue (a).........................................................................................................................   $ 267,259  $ 285,747  
Income before income taxes and minority interest ..................................................................   $ (50,795) $ 16,617  
Net income...............................................................................................................................   $ (33,675) $ 9,663  
     
Net income per share:     

Basic ................................................................................................................................   $ (1.38) $ 0.38  
Diluted .............................................................................................................................   $ (1.38) $ 0.38  

 
 

(a) 

 

International revenues, excluding our disposed UK operation, were $2.9 million during 2008 and $25.3 million during 2007.  
This supplemental pro forma information has not been adjusted for our change in the first quarter of 2008 from traditional 
product sales to licensing arrangements for our international operations.   

 
During 2007, we, and our solar subsidiary, acquired varying amounts of controlling ownership interest in several entities for a total 
initial cost of approximately $17.9 million, including direct acquisition costs and other liabilities, of which $14.5 million was paid in 
cash, $1.5 million in shares of our Class A common stock, and $1.9 million in assumed liabilities.  We used a period beginning two 
days before and two days after the date that the terms of the acquisition were agreed and announced in determining the estimated fair 
value of the securities issued in connection with these business acquisitions. Three of the acquisitions call for additional consideration, 
payable in cash or shares of our Class A common stock (up to a maximum of 50,000 shares), contingent upon the achievement of a 
certain membership threshold within the next two years or our sale of the acquired business or its assets, the amount of revenue 
generated from certain potential customers and the collection of certain rebates, or the attaining of a certain level of pre-tax profits in 
our community business over its first twelve months of operations.  As additional consideration for the Marin Solar acquisition, Real 
Goods, granted to the sellers warrants to purchase 40,000 shares of Real Goods’ Class A common stock at an exercise price of $3.20 
per share.  The warrants commenced vesting upon the initial public offering of Real Goods’ Class A common stock. 
 
The acquired companies included Zaadz, a leading social networking site in the LOHAS space; Lime, a multimedia lifestyle company; 
Conscious Enlightenment, an on-line and off-line community; and a solar system integration company. With regards to the 
acquisitions, we assumed liabilities for severance ($0.2 million) due to downsizing of the workforce, facility lease obligations ($0.2 
million) as a result of relocation, and a noncancellable contract ($0.6 million) which obligated us to perform services with no future 
benefit to the combined companies.  During 2007, we charged $0.1 million to the severance liability, $0.1 million to the facility lease 
obligation liability, and $0.5 million to the noncancellable contract liability.  As of December 31, 2007, the remaining balances were 
immaterial.  In connection with the 2007 acquisitions, we recognized $7.3 million, $3.8 million and $3.2 million of direct to 
consumer, business and solar segment goodwill, respectively, of which we expect $3.8 million to be deductible for tax purposes, $1.4 
million of intangibles subject to amortization (37 month weighted-average useful life), and $0.3 million of indefinite life domain 
names.  The amortizable intangibles are customer related of $0.8 million (23 month weighted-average useful life) and marketing 
related of $0.6 million (53 month weighted-average useful life). 

 
At the time any the of remaining contingent consideration becomes determinable beyond a reasonable doubt, we will recognize it as 
additional purchase price and allocate it to goodwill and other intangibles, as appropriate. 
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5. Property and Equipment 
 
Property and equipment, stated at lower of cost or estimated fair value, consists of the following as of December 31: 
 
(in thousands)  2008  2007 
Land .........................................................................................................................................   $ 8,533  $ 3,100 
Buildings..................................................................................................................................   13,875  1,587 
Furniture, fixtures and equipment............................................................................................   6,112  6,198 
Leasehold improvements .........................................................................................................   1,668  1,754 
Website development costs and other software .......................................................................   6,656  5,962 
Studio, computer and telephone equipment .............................................................................   7,655  8,842 
Vehicles ...................................................................................................................................   731  191 
Warehouse and distribution equipment....................................................................................   1,406  1,730 
  46,636  29,364 
Accumulated depreciation and amortization............................................................................   (19,255) (19,855)
  $ 27,381  $ 9,509 
 
6. Asset Impairment and Other General Expense and Income 
 
As a result of changes in the retail business climate, we impaired $44.4 million of goodwill, $27.1 million of media libraries, $1.5 
million of other intangibles, $2.2 million of property and equipment (primarily web site development), $1.5 million of deferred 
advertising costs, and $3.3 million of other related assets during year ended December 31, 2008.  The impairment of goodwill, 
resulting from the application SFAS No. 142, Goodwill and Other Intangible Assets, was primarily driven by adverse financial market 
conditions that reduced our market capitalization below the net carrying value of our assets on our consolidated balance sheet as of 
December 31, 2008.  The impairment takes into account the deteriorating macro-economic environment, the reduced accessibility to 
the credit markets for customers, and the high degree of uncertainty about the eventual return to normalcy.  These noncash, partially 
tax deductible impairments (mostly goodwill) reduced the carrying value of these assets on our consolidated balance sheet for our 
business,  direct to consumer, and solar segments by $33.7 million, $19.1 million, and $27.2 million, respectively.  We estimated the 
fair value of each impaired asset category using a traditional present value technique, relying upon various sources of information for 
our assumptions, such as estimated future sales, internal budgets and projections, and judgment about existing brand potential.  Other 
general expense and income on our consolidated statement of operations for the year ended December 31, 2008 included these asset 
impairment losses of $80.0 million, and operating expenses related to the consummation of the Real Goods initial public offering and 
guaranteed payments that we are obligated to make, but for which we expect to receive no benefit, including reduction of force costs, 
totaling $2.9 million. 

 
7. Commitments and Contingencies 
 
We lease office and warehouse space through operating leases.  Some of the leases have renewal clauses, which range from 1 to 10 
years. 
 
The following schedule represents the annual future minimum payments under these commitments, as of December 31, 2008: 
 
(in thousands)  Operating 
2009 ........................................................................................................................................................................   $ 2,802 
2010 ........................................................................................................................................................................   2,027 
2011 ........................................................................................................................................................................   1,391 
2012 ........................................................................................................................................................................   1,211 
2013 ........................................................................................................................................................................   1,176 
2014 ........................................................................................................................................................................   1,042 
2015 ........................................................................................................................................................................   254 
Total minimum lease payments ..............................................................................................................................   $ 9,903 
 
We incurred rent expense of $3.8 million, $4.2 million and $4.3 million for the years ended December 31, 2008, 2007 and 2006, 
respectively. 
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8. Accrued Liabilities 
 
Accrued liabilities consist of the following as of December 31: 
 
(in thousands)  2008  2007 
Accrued royalties .....................................................................................................................   $ 1,572  $ 3,242 
Accrued compensation.............................................................................................................   3,652  4,348 
Income taxes payable...............................................................................................................   —  832 
Other accrued liabilities ...........................................................................................................   1,661  2,209 
  $ 6,885  $ 10,631 
 
9. Line of Credit 
 
We have a revolving line of credit agreement with a financial institution, which expires in October 2009.  The credit agreement 
permits borrowings up to the lesser of $15 million or our borrowing base which is calculated based upon the collateral value of our 
accounts receivable, inventory, and certain property and equipment. Borrowings under this agreement bear interest at the lower of 
prime rate less 75 basis points or LIBOR plus 275 basis points. Borrowings are secured by a pledge of certain of our assets, and the 
agreement contains various financial covenants, including those requiring compliance with certain financial ratios. At December 31, 
2008, we had no amounts outstanding under this agreement; however, $1.4 million was reserved for outstanding letters of credit.  We 
believe we have complied with all of the financial covenants. 
 
10. Income Taxes 
 
Our provision for income tax expense (benefit) is comprised of the following: 

 
  For the Years Ended December 31, 
(in thousands)  2008  2007  2006 
Current:       

Federal .........................................................................................................  $ (5,099) $ 5,404  $ 2,115 
State .............................................................................................................  122  1,196  474 
International .................................................................................................  —  (132) (362)

  (4,977)  6,468  2,227 
Deferred:       

Federal .........................................................................................................  (1,321) (624) 916 
State .............................................................................................................  (1,048) (138) 207 
International .................................................................................................  (196) 61  424 

  (2,565) (701) 1,547 
Total.................................................................................................................  $ (7,542) $ 5,767  $ 3,774 

 
Variations from the federal statutory rate are as follows: 
 
(in thousands)  2008  2007  2006 
       
Expected federal income tax expense (benefit) at statutory rate of 34% .........  $ (18,743) $ 4,944  $ 3,246 
Effect of permanent impairment differences....................................................  13,766  —  — 
Effect of permanent other differences..............................................................  (139) 92  48 
State income tax expense (benefit), net of federal benefit ...............................  (2,165) 721  433 
Federal tax credits ............................................................................................  (315) —  — 
Other ................................................................................................................  (26) —  — 
Effect of differences between U.S. taxation and foreign taxation....................  80  10  47 
Income tax expense (benefit) ...........................................................................  $ (7,542) $ 5,767  $ 3,774 
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Deferred income taxes reflect net tax effects of temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for income tax purposes. The components of the net accumulated deferred income 
tax assets as of December 31, 2008 and 2007 are as follows: 

 
  December 31, 
(in thousands)  2008  2007 
Deferred tax assets (liabilities):     
Current:     

Provision for doubtful accounts ...........................................................................................   $ 1,049  $ 491 
Inventory-related expense....................................................................................................   781  1,322 
Accrued liabilities ................................................................................................................   3,866  4,365 
Worthless investment...........................................................................................................   1,598  — 
Net operating loss, or NOL, carryforward ...........................................................................   —  337 
Prepaid and deferred catalog costs.......................................................................................   (256) (584)
Charitable carryforward .......................................................................................................   —  44 
Foreign tax credit .................................................................................................................   —  30 

Total current deferred tax assets ..............................................................................................   $ 7,038  $ 6,005 
Non-current:     

Depreciation and amortization .............................................................................................   $ (764) $ 420 
Section 181 qualified production expense ...........................................................................   (3,071) (2,770)
NOL carryforward ...............................................................................................................   11,871  6,891 
Charitable carryforward .......................................................................................................   592  — 
Gain from issuance of subsidiary stock ...............................................................................   (12,662) — 
Impairment of assets ............................................................................................................   10,291  — 
Tax credits............................................................................................................................   863  30 
Foreign exchange rate gain ..................................................................................................   (590) (551)
Other ....................................................................................................................................   (454) 37 

Total non-current deferred tax assets .......................................................................................   $ 6,076  $ 4,057 
Total net deferred tax assets.....................................................................................................   $ 13,114  $ 10,062 
 
The sources of income (loss) before income taxes and minority interests are as follows: 

 
(in thousands)  2008  2007  2006 
Domestic ..........................................................................................................  $ (53,999) $ 14,841  $ 9,339 
International .....................................................................................................  (1,128) (240) 207 
  $ (55,127) $ 14,601  $ 9,546 
 
At December 31, 2008, we had made no provision for U.S. federal and state income taxes on approximately $331,000 of undistributed 
foreign losses, which are expected to remain outside of the U.S. indefinitely. Upon any future distribution of foreign earnings in the 
form of dividends or otherwise, we would be subject to U.S. income taxes (subject to an adjustment for foreign tax credits), state 
income taxes, and withholding taxes payable to the various foreign countries. Determination of the amount of unrecognized deferred 
U.S. income tax liability is not practicable because of the complexities associated with its hypothetical calculation. Our foreign 
subsidiaries generated losses before minority interest and income taxes of approximately $473,000 during 2008. 

 
At December 31, 2008 and 2007, we had NOL carryforwards of approximately $22.7 million and $18.7 million, respectively, which 
may be used to offset future taxable income. These carryforwards expire between 2019 and 2028. The Internal Revenue Code contains 
provisions that limit the NOL available for use in any given year upon the occurrence of certain events, including significant changes 
in ownership interest. A change in ownership of a company of greater than 50% within a three-year period results in an annual 
limitation on the utilization of NOL carryforwards from tax periods prior to the ownership changes. Our NOL carryforwards as of 
December 31, 2008 are subject to annual limitations due to changes in ownership. 

 
An alternative minimum tax credit carryforward of approximately $480,000 is available to offset future regular tax liabilities and has 
no expiration date.  We also have general business tax credit carryforwards for federal income tax purposes at December 31, 2008 of 
approximately $238,000, which are available to reduce future federal income taxes, if any, and expire through 2028. 
 
We expect all the deferred tax assets at December 31, 2008 to be fully recoverable through the reversal of taxable temporary 
differences in future years as a result of normal business activities. We had no valuation allowance as of December 31, 2008 or 2007.  
We realized $0.2 million and $0.7 million in tax benefits recorded to additional paid-in capital as a result of the exercise of stock 
options for the years ended December 31, 2008 and 2007, respectively. 
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Effective January 1, 2007, we adopted the provisions of the Financial Accounting Standards Board (“FASB”) Interpretation No. 48, 
Accounting of Uncertainty in Income Taxes—An Interpretation of FASB Statement No. 109. Under FIN 48, we must recognize the tax 
benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by the 
taxing authorities, based on the technical merits of the position. We measure the tax benefits recognized in the consolidated financial 
statements from such a position based on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate 
resolution. The application of income tax law is inherently complex. Laws and regulations in this area are voluminous and are often 
ambiguous. As such, we are required to make many subjective assumptions and judgments regarding our income tax exposures. 
Interpretations of and guidance surrounding income tax law and regulations change over time and may result in changes to our 
subjective assumptions and judgments which can materially affect amounts recognized in our Consolidated balance sheets and 
Consolidated statements of operations. The result of the reassessment of our tax positions in accordance with FIN 48 did not have a 
material impact on our consolidated financial statements. Our federal tax returns for all years after 2004 and our state tax returns after 
2003 are subject to future examination by tax authorities for all our tax jurisdictions.  We recognize interest and penalties related to 
income tax matters in other income (expense) and corporate, general and administration expenses, respectively. 

 
11. Shareholders’ Equity 
 
During 2008, we issued a total of 2,810 shares of our Class A common stock to our independent directors, in lieu of cash 
compensation, for services rendered in 2007 and 2008; issued 221,152 shares of our Class A common stock as part of the 
consideration to acquire the remaining and controlling ownership interests in two businesses (see Note 4, Mergers and Acquisitions); 
and issued 133,360 shares of our Class A common stock upon exercise of options under our 1999 Long-Term Incentive Plan, 
including 110,000 shares exercised and held by our President. 
 
Additionally, during 2008, we repurchased 1,372,285 shares of our Class A common stock for a total cost of $19.3 million.  See also 
Note 4, Mergers and Acquisitions.  We recorded these repurchases of our shares in accordance with the cost method of accounting for 
treasury stock.  Since we have not yet decided the ultimate disposition of the re-acquired shares, their combined cost is reflected in the 
consolidated balance sheet at December 31, 2008 as a $19.3 million reduction to additional paid-in capital. 
 
During 2008, Real Goods completed an initial public offering of 5.5 million shares resulting in net proceeds of $48.2 million to Real 
Goods, issued 280,000 shares valued at $1.9 million to acquire a minority interest in one of its subsidiaries and issued 2,094,679 
shares valued at $9.2 million as partial consideration to acquire 100% ownership of two businesses (see Note 4, Mergers and 
Acquisitions), issued an additional 15,297 shares valued at $94,000 to compensate nonemployee board members for services rendered, 
and made other non-stock related equity transactions, for a net gain of $33.7 million to us.  Real Goods uses a period beginning two 
days before and two days after the date that the terms of the acquisition are agreed to and announced in determining the estimated fair 
value of the securities issued.  Following these transactions we owned 55.9% of Real Goods.  The Real Goods shares are generally 
valued based upon the closing price of Real Goods’ Class A common stock, which has ranged from $3.65 to $7.50 per share during 
the period from May 13, 2008 to December 31, 2008.  The portion of our gain resulting from Real Goods selling new shares, $32.8 
million, is reflected in gain from issuance of subsidiary stock on our consolidated statements of operations for the year ended 
December 31, 2008 and has been tax affected.  The remaining net gain resulting from other Real Goods non-stock related equity 
transactions, which consisted of the assumption by Real Goods’ minority interest shareholders of their respective portion of Real 
Goods’ tax sharing agreement obligation to us, the recognition of the Carlson Solar and Marin Solar contingent warrant consideration 
upon consummation of Real Goods’ IPO (see Note 4, Mergers and Acquisitions), and stock option share-based compensation expense, 
none of which were tax effected, are recorded as increases to additional paid-in capital on our consolidated balance sheet at 
December 31, 2008. 
 
As of December 31, 2008, we had the following Class A common shares reserved for future issuance: 
 
Conversion of Class B common shares...................................................................................................................   5,400,000 
Awards under the 1999 Long-Term Incentive Plan:   

Stock options outstanding ...................................................................................................................................   1,219,310 
Shares reserved for issuance to directors in lieu of cash compensation for 2008 services rendered...................   2,543 

Total shares reserved for future issuance ................................................................................................................   6,621,853 
 
Each holder of shares of our Class A common stock is entitled to one vote for each share held on all matters submitted to a vote of 
shareholders. Each share of our Class B common stock is entitled to ten votes on all matters submitted to a vote of shareholders. There 
are no cumulative voting rights. All holders of shares of our Class A common stock and shares of our Class B common stock vote as a 
single class on all matters that are submitted to the shareholders for a vote. Accordingly, holders of a majority of the shares of our 
Class A common stock and shares of our Class B common stock entitled to vote in any election of directors may elect all of the 
directors who stand for election. Shareholders may consent to an action in writing and without a meeting under certain circumstances. 
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Shares of our Class A common stock and shares of our Class B common stock are entitled to receive dividends, if any, as may be 
declared by the board of directors out of legally available funds. In the event of a liquidation, dissolution or winding up of our 
Company, the shares of our Class A common stock and shares of our Class B common stock are entitled to share ratably in our assets 
remaining after the payment of all of our debts and other liabilities. Holders of shares of our Class A common stock and shares of our 
Class B common stock have no preemptive, subscription or redemption rights, and there are no redemption or sinking fund provisions 
applicable to the shares of our Class A common stock and our Class B common stock. 
 
Our Class B common stock may not be transferred unless converted into shares of our Class A common stock, other than certain 
transfers to affiliates, family members, and charitable organizations. The shares of our Class B common stock are convertible one-for-
one into shares of our Class A common stock, at the option of the holder of the shares of our Class B common stock. 
 
As part of additional consideration for the acquisition of solar energy integrator businesses, Real Goods issued, during 2007 and 2008, 
seven-year warrants to purchase 70,000 shares of Real Goods’ Class A common stock at an exercise price of $3.20 per share. See 
Note 4, Mergers and Acquisitions. 
 
During 2007, we issued a total of 4,955 shares of our Class A common stock to our independent directors, in lieu of cash 
compensation, for services rendered in 2006 and 2007; issued 1,875 restricted shares of our Class A common stock to two of our 
named executive officers as bonus compensation; issued 80,795 shares of our Class A common stock as part of the consideration to 
acquire controlling ownership interests in two businesses (see Note 4, Mergers and Acquisitions); and issued 216,070 shares of our 
Class A common stock upon exercise of options under our 1999 Long-Term Incentive Plan. 
 
On February 6, 2007, we entered into a stock repurchase agreement with Revolution Living and Alps, whereby we repurchased 2.5 
million of our Class A common stock from Revolution Living for $13.14 per share or $32.8 million in cash, Alps prepaid its 
promissory note principal plus accrued interest in the amount of $2.4 million, Alps acquired our investment in Lime for $1.5 million in 
cash, and David Golden, Chief Financial Officer of Revolution, resigned from the Board of Directors of Gaiam. Also as part of the 
Agreement, Jirka Rysavy, our Chairman and largest shareholder, purchased for $7.2 million Revolution Living’s option to acquire 
approximately 2.3 million of his Gaiam shares at $10 per share. The price to repurchase the option was calculated as the spread 
between the negotiated $13.14 share price for our purchase of the shares from Revolution Living and the $10 option exercise price. 
The $13.14 per share price agreed to by the parties was the average price over the last 90 days of our shares prior to the closing. We 
accounted for the re-acquired stock under the cost method. Since we have not yet decided the ultimate disposition of the re-acquired 
stock, we reflected its cost at December 31, 2007 as a $32.9 million reduction to additional paid-in capital. 
 
During 2006, we issued a total of 7,692 shares of our Class A common stock to our independent directors, in lieu of cash 
compensation, for services rendered in 2005 and 2006 and issued 671,784 shares of our Class A common stock upon exercise of 
options granted under our 1999 Long-Term Incentive Plan. On May 24, 2006, we sold 5,000,000 shares of our Class A common stock 
and on June 13, 2006 we sold 690,000 shares of our Class A common stock in an underwritten offering. The combined sale generated 
gross proceeds of $99.6 million. We issued 149,698 and 220,026 shares of our Class A common stock on September 29, 2006 and 
November 8, 2006, respectively, to acquire additional ownership of Conscious Media. See Note 4, Mergers and Acquisitions. 
 
12. Share-Based Compensation 
 
Our share-based compensation program is a long-term retention program that is intended to attract, retain and provide incentives for 
talented employees, officers, and directors, and to align shareholder and employee interests. We grant options under our 1999 Long-
Term Incentive Plan, which provides for the granting of options to purchase up to 3 million shares of our Class A common stock and 
terminates no later than June 1, 2009. We generally grant options under our Plan with an exercise price equal to the closing market 
price of our stock at the date of the grant and the options normally vest and become exercisable at 2% per month for the 50 months 
beginning in the eleventh month after date of grant. We recognize the compensation expense related to share-based payment awards 
on a straight-line basis over the requisite service periods of the awards, which are generally five years for employee options and two 
years for Board members’ options and named executive officers’ restricted stock awards. Grants typically expire seven years from the 
date of grant. 
 
The determination of the estimated fair value of share-based payment awards on the date of grant using the Black-Scholes option-
pricing model is affected by our stock price as well as assumptions regarding a number of complex and subjective variables. We 
derive the expected terms from the historical behavior of participant groupings.  We base expected volatilities on the historically 
realized volatility of our stock over the expected term. Our use of historically realized volatilities is based upon the expectation that 
future volatility over the expected term is not likely to differ from historical results. We base the risk-free interest rate used in the 
option valuation model on U.S. Treasury zero-coupon issues with remaining terms similar to the expected term on the options. We do 
not anticipate paying any cash dividends in the foreseeable future and, therefore, we use an expected dividend yield of zero in the 
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option valuation model. In accordance with SFAS No. 123R, we are required to estimate forfeitures at the time of grant and revise 
those estimates in subsequent periods if actual forfeitures differ from those estimates. We use historical data by participant groupings 
to estimate option forfeitures and record share-based compensation expense only for those awards that are expected to vest. 
 
  2008  2007  2006  
        
Expected volatility ...........................................................................................  52% - 60% 49% - 59% 51% - 61%
Weighted-average volatility.............................................................................  56% 57% 59%
Expected dividends ..........................................................................................  0% 0% 0%
Expected term (in years) ..................................................................................  5.0 – 6.5  2.0 – 5.8  1.5 – 5.9  
Risk-free rate....................................................................................................  2.50% - 4.13% 4.13% - 4.88% 4.27% - 5.13%
 
The table below presents a summary of option activity under the Plan as of December 31, 2008, and changes during the year then 
ended: 

 

  Shares  

Weighted-
Average 
Exercise 

Price  

Weighted- 
Average 

Remaining 
Contractual

Term  

Aggregate 
Intrinsic 

Value 
         
Outstanding at January 1, 2008...................................................   883,670  $ 11.02     
Granted .......................................................................................   509,500  9.15     
Exercised.....................................................................................   (133,360) 10.00     
Forfeited or expired.....................................................................   (40,500) 18.35     
Outstanding at December 31, 2008.............................................   1,219,310  $ 10.17  4.8  $ — 
Exercisable at December 31, 2008..............................................   424,700  $ 8.37  2.6  $ — 
 
We issue new shares upon the exercise of options. We received $1.3 million and $2.7 million in cash from stock options exercised 
during 2008 and 2007, respectively. The weighted-average grant-date fair value of options granted during the years 2008, 2007, and 
2006 was $4.67, $8.28, and $8.06, respectively.  The total intrinsic value of options exercised during the years ended December 31, 
2008, 2007, and 2006, was $0.6 million, $2.1 million, $6.3 million, respectively. The total fair value of shares vested during the years 
ended December 31, 2008, 2007, and 2006 was and $0.9 million, $0.7 million, and $0.4 million, respectively. 
 
Our share-based compensation cost charged against income was $1.5 million, $1.1 million, and $0.7 million during 2008, 2007, and 
2006, respectively, and is shown in corporate, general and administration expenses. The total income tax benefit recognized for share-
based compensation was $0.2 million, $0.4 million, and $0.3 million for 2008, 2007, and 2006, respectively.  As of December 31, 
2008, there was $3.7 million of unrecognized cost related to nonvested shared-based compensation arrangements granted under the 
Plan.  We expect that cost to be recognized over a weighted-average period of 3.33 years. 
 
During 2008, Real Goods granted 257,000 new stock options and cancelled 69,000 stock options under the Real Goods 2008 Long-
Term Incentive Plan. Some of the stock options vest 2% per month commencing on the eleventh month following date of grant and 
the remainder commence vesting 2% over 50 months only upon the attainment of a certain amount of pre-tax income for the year 
ended December 31, 2008. For the performance based stock options, the performance condition was not attained and therefore no 
compensation expense for those grants was recorded. 
 
In 2007, Real Goods’ predecessor granted stock options at $0.20 per share that Real Goods assumed on January 31, 2008 at an 
exercise price of $3.20 per share. The options assumed are for Real Goods Class A common stock and have a total cost of $0.5 
million. These options vested 50% on May 13, 2008 when Real Goods’ initial public offering was consummated (see Note 11 , 
Shareholders’ Equity) and this vested portion was recorded as an offering cost. The remaining options vest 2% each month after 
May 2008. 
 
13. Segment and Geographic Information 
 
Segment Information 
 
We manage our business and aggregate our operational and financial information in accordance with three reportable segments. The 
direct to consumer segment contains direct response marketing programs, catalogs, Internet, and subscription community sales 
channels, the business segment comprises retailers, media and corporate account channels, and the solar segment reflects solar energy 
businesses. 
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Although we are able to track revenues by sales channel, the management, allocation of resources and analysis and reporting of 
expenses is presented on a combined basis, at the reportable segment level. Prior period amounts have been recast to reflect the 
addition of our solar reporting segment.  Contribution margin is defined as net revenue less cost of goods sold and total operating 
expenses. 

 
Financial information for our segments is as follows: 
 
  Year Ended December 31, 
(in thousands)  2008  2007  2006 
Net revenue:       

Direct to consumer.......................................................................................  $ 129,832  $ 132,540  $ 108,896 
Business .......................................................................................................  88,912  111,481  93,772 
Solar.............................................................................................................  38,428  18,922  16,812 

Consolidated net revenue.........................................................................  257,172  262,943  219,480 
Contribution margin (loss):       

Direct to consumer.......................................................................................  (29,871)(a) (3,091) (2,710)
Business .......................................................................................................  (28,277)(a) 13,358  7,932 
Solar.............................................................................................................  (30,995)(a) 186  419 

Consolidated contribution margin (loss) ..................................................  (89,143) 10,453  5,641 
Reconciliation of contribution margin (loss) to net income (loss):       

Gain from issuance of subsidiary stock .......................................................  32,800  —  — 
Interest and other income.............................................................................  1,216  4,148  3,905 
Income tax expense (benefit) .......................................................................  (7,542) 5,767  3,774 
Minority interest in net (income) loss of consolidated subsidiaries, net of 

income taxes ............................................................................................  11,962  (310) (128)
Net income (loss) .............................................................................................  $ (35,623) $ 8,524  $ 5,644 
 

 
(a) 

 

For the year ended December 31, 2008, the contribution margins for the direct to consumer, business and solar segments 
include asset impairment and related charges of $20.4 million, $35.3 million and $27.2 million, respectively. See Note 6, 
Asset Impairment and Other General Expenses and Income. 

 
The following is a reconciliation of reportable segments’ assets to our consolidated total assets.  The amounts as of December 31, 
2007 and 2006 have been recast for our new solar segment and unallocated corporate amounts.  Other unallocated corporate amounts 
are comprised of cash, current and deferred taxes and property and equipment. 
 
  As of December 31, 
(in thousands)  2008  2007  2006 
Total assets:       

Direct to consumer.......................................................................................  $ 30,857  $ 61,235  $ 35,119 
Business .......................................................................................................  90,133  115,940  108,553 
Solar.............................................................................................................  38,954  4,701  8,691 
Other unallocated corporate amounts...........................................................  42,154  58,836  98,605 

  $ 202,098  $ 240,712  $ 250,968 
 

Major Customer 
 
Sales to our largest customer for 2008, 2007 and 2006 accounted for less than 8.9%, 10.0% and 10.1% of total revenue, respectively, 
during these periods and are reported in our business segment. 
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Geographic Information 
 
We sell and distribute essentially the same products in the United States and several foreign countries. The major geographic 
territories are the U.S., Canada, Mexico, Japan, and the U.K., and are based on the location of the customer. The following represents 
geographical data for our operations as of and for the years ended December 31, 2008, 2007 and 2006: 

 
(in thousands)  2008  2007  2006 
Revenue:       

United States ................................................................................................  $ 250,062  $ 229,279  $ 206,584 
International .................................................................................................  7,110  33,664  12,896 

  $ 257,172  $ 262,943  $ 219,480 
Long-Lived Assets:       

United States ................................................................................................  $ 39,855  $ 47,794  $ 44,172 
International .................................................................................................  555  1,521  1,750 

  $ 40,410  $ 49,315  $ 45,922 
 

  As of December 31, 
(in thousands)  2008  2007  2006 
Components of Long-Lived Assets (a):       

Property and equipment, net ........................................................................  $ 27,381  $ 9,509  $ 7,784 
Media Library, net .......................................................................................  12,102  37,566  37,201 
Other Intangibles, net...................................................................................  880  1,554  530 
Notes receivable and other assets.................................................................  47  686  407 

  $ 40,410  $ 49,315  $ 45,922 
 

 
(a) 

 
Excludes other non-current assets (non-current deferred tax assets, net, goodwill, investments, notes receivable, and security 
deposits) of $32,456, $50,331, and $38,199 for 2008, 2007, and 2006, respectively. 

 
14. Quarterly Results of Operations (Unaudited) 
 
The following is a summary of the quarterly results of operations for the years ended December 31, 2008 and 2007: 

 
  Fiscal Year 2008 Quarters Ended 
(in thousands, except per share data)  March 31  June 30  September 30  December 31 
         
Net revenue.................................................................................   $ 65,173  $ 57,217  $ 60,285  $ 74,497 
Gross profit .................................................................................   40,978  36,153  33,845  38,269 
Income (loss) before income taxes and minority interests (a).....   3,135  4,184  (16,922) (45,524)
Net income (loss) ........................................................................   2,213  2,581  (10,115) (30,302)
Diluted net income (loss) per share.............................................   $ 0.09  $ 0.10  $ (0.42) $ (1.26)
Weighted average shares outstanding-diluted.............................   25,352  24,895  24,020  23,980 
 
  Fiscal Year 2007 Quarters Ended 
(in thousands, except per share data)  March 31  June 30  September 30  December 31 
         
Net revenue.................................................................................   $ 58,458  $ 52,361  $ 70,318  $ 81,806 
Gross profit .................................................................................   37,476  33,631  46,144  51,127 
Income (loss) before income taxes and minority interests ..........   2,828  (783) 5,224  7,332 
Net income (loss) ........................................................................   1,752  (346) 2,918  4,200 
Diluted net income (loss) per share.............................................   $ 0.07  $ (0.01) $ 0.12  $ 0.17 
Weighted average shares outstanding-diluted.............................   25,813  24,655  24,970  25,154 
 

 
(a) 

 

During 2008, we recognized gains on the issuance of our subsidiary’s stock and charges for impaired goodwill, intangibles, 
and other related assets and expenses, resulting in a net gain of $4.6 million in the second quarter of 2008 and net losses of 
$13.9 million and $40.8 million in the third and fourth quarters of 2008, respectively. See Note 6, Asset Impairment and 
Other General Expenses and Income. 
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GAIAM, INC. 
 
Financial Statement Schedule II 
 
Consolidated valuation and qualifying accounts 

 

(in thousands)  

Balance at 
Beginning of 

Year  

Additions 
Charged to 
Costs and 

Expenses (a)  Deductions  

Balance at 
End of 

Year (a) 
         
Allowance for Doubtful Accounts:         

2008 .......................................................................  $ 1,279  $ 2,592  $ 1,167  $ 2,704 
2007 .......................................................................  $ 1,443  $ 312  $ 476  $ 1,279 
2006 .......................................................................  $ 826  $ 2,917  $ 2,300  $ 1,443 

         
Allowance for Product Returns:         

2008 .......................................................................  $ 6,759  $ 22,245  $ 24,604  $ 4,400 
2007 .......................................................................  $ 6,891  $ 30,216  $ 30,348  $ 6,759 
2006 .......................................................................  $ 4,819  $ 17,457  $ 15,385  $ 6,891 

 
 

(a) Includes reserves associated with acquired assets/companies. 
 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 
 
None. 
 
Item 9A. Controls and Procedures. 
 
Evaluation of Disclosure Controls and Procedures 
 
Our principal executive officer and principal financial officer conducted an evaluation of the effectiveness of the design and operation 
of our disclosure controls and procedures, as defined in Rules 13a-15(e) and Rule 15d-15(e) under the Exchange Act. Based upon their 
evaluation as of December 31, 2008, they have concluded that those disclosure controls and procedures are effective. 

 
Changes in Internal Control over Financial Reporting 
 
There have been no changes in our internal control over financial reporting during the quarter ended December 31, 2008 that have 
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 
 
Management’s Report on Internal Control over Financial Reporting 
 
We are responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rule 13a-15(f) 
under the Exchange Act. Our internal control over financial reporting is a process designed to provide reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with accounting 
principles generally accepted in the United States of America. Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to 
the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 
 
We assessed the effectiveness of our internal control over financial reporting as of December 31, 2008. In making the assessment, we 
used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in “Internal Control-
Integrated Framework.”  Based on that assessment, we concluded that, as of December 31, 2008, our internal control over financial 
reporting is effective based on those criteria. 
 
The operating effectiveness of our internal control over financial reporting as of December 31, 2008 has been audited by Ehrhardt 
Keefe Steiner & Hottman PC, an independent registered public accounting firm, as stated in their report, which is included herein. 
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Item 9B. Other Information 
 
Not applicable. 
 
PART III 
 
Item 10. Directors, Executive Officers and Corporate Governance 
 
We incorporate herein the information required by this Item by reference to our Proxy Statement for our Annual Meeting of 
Shareholders, to be held on April 23, 2009, to be filed with the Commission pursuant to Regulation 14A. 
 
On March 9, 2009, Lynn Powers, Gaiam’s President and Chief Executive Officer of North American operations, assumed the position 
of Chief Executive Officer and President.  Jirka Rysavy, Gaiam’s Chairman of the Board, Previously held the title of Chief executive 
Officer and will continue to serve as Chairman. 
 
Code of Ethics 
 
We have adopted a Code of Ethics applicable to our employees, including our principal executive officer, principal financial officer, 
principal accounting officer and persons performing similar functions. We have posted a copy of our Code of Ethics on the corporate 
section of our Internet website at www.gaiam.com/corporate. Our full Board of Directors must approve in advance any waivers of the 
Code of Ethics. We will post any amendments or waivers from our Code of Ethics that apply to our executive officers and directors on 
the “Code of Ethics” section of our Internet website located at www.gaiam.com/corporate. 
 
Item 11. Executive Compensation 
 
We incorporate herein the information required by this Item by reference to our Proxy Statement for our Annual Meeting of 
Shareholders, to be held on April 23, 2009, to be filed with the Commission pursuant to Regulation 14A. 
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 
 
We incorporate herein the information required by this Item by reference to our Proxy Statement for our Annual Meeting of 
Shareholders, to be held on April 23, 2009, to be filed with the Commission pursuant to Regulation 14A. 
 
Item 13. Certain Relationships and Related Transactions, and Director Independence 
 
We incorporate herein the information required by this Item by reference to our Proxy Statement for our Annual Meeting of 
Shareholders, to be held on April 23, 2009, to be filed with the Commission pursuant to Regulation 14A. 
 
Item 14. Principal Accountant Fees and Services 
 
We incorporate herein the information required by this Item by reference to our Proxy Statement for our Annual Meeting of 
Shareholders, to be held on April 23, 2009, to be filed with the Commission pursuant to Regulation 14A. 
 
PART IV 
 
Item 15. Exhibits and Financial Statement Schedules 
 

Documents filed as part of this report are as follows: 
 

1. Consolidated Financial Statements. 
 

See listing of Consolidated Financial Statements included as part of this Form 10-K in Item 8 of Part II. 
 

2. Financial Statement Schedules. 
 

Schedule II Consolidated Valuation and Qualifying Accounts. 



 

50 

 
3. Exhibits: 

  
 The following exhibits are incorporated by reference or are filed or furnished with this report as indicated below: 
 
Exhibit 
No.  Description 
   

3.1 
 

Amended and Restated Articles of Incorporation of Gaiam, Inc. (incorporated by reference to Exhibit 3.1 of Gaiam’s 
registration statement on Form S-1 (No. 333- 83283)). 

   
3.2 

 
Amendment to Amended and Restated Articles of Incorporation of Gaiam, Inc. (incorporated by reference to Exhibit 3.1 of 
Gaiam’s quarterly report on Form 10-Q for the quarter ended June 30, 2006). 

   
3.3 

 
Amended and Restated Bylaws of Gaiam, Inc. (incorporated by reference to Exhibit 3.1 of Gaiam’s current report on 
Form 8-K dated November 29, 2007). 

   
4.1 

 
Form of Gaiam, Inc. Stock Certificate (incorporated by reference to Exhibit 4.1 of Gaiam’s registration statement on 
Form S-1 (No. 333-83283). 

   
10.1 

 

Amended and Restated Credit Agreement dated July 29, 2005 between Gaiam, Inc. and Wells Fargo Bank, National 
Association (incorporated by reference to Exhibit 10.2 of Gaiam’s quarterly report on Form 10-Q for the quarter ended 
June 30, 2005). 

   
10.2 

 

First Amendment to Credit Agreement executed October 22, 2007 between Gaiam, Inc. (and other Gaiam subsidiaries 
identified therein) and Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.2 of Gaiam’s annual report on 
Form 10-K for the year ended December 31, 2008). 

   
10.3 

 
Gaiam, Inc. 1999 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.1 of Gaiam’s quarterly report on 
Form 10-Q for the quarter ended June 30, 2006).* 

   
10.4 

 
Lease, dated December 16, 1999, between Gaiam, Inc. and Duke-Weeks Realty Limited Partnership (incorporated by 
reference to Exhibit 10.2 of Gaiam’s registration statement on Form S-4 (No. 333-50560). 

   
10.5 

 

First Lease Amendment, dated April 12, 2000 and effective March 1, 2000, between Gaiam, Inc. and Duke-Weeks Realty 
Limited Partnership (incorporated by reference to Exhibit 10.4 of Gaiam’s annual report on Form 10-K for the year ended 
December 31, 2002). 

   
10.6 

 

Second Lease Amendment, dated October 5, 2005 and effective October 1, 2005, between Gaiam, Inc. and Dugan 
Financing LLC (successor to Duke-Weeks Realty Limited Partnership) (incorporated by reference to Exhibit 10.5 of 
Gaiam’s annual report on Form 10-K for the year ended December 31, 2005). 

   
10.7 

 
Lease Agreement, dated October 5, 2005, between Gaiam, Inc. and Dugan Realty L.L.C. (incorporated by reference to 
Exhibit 10.6 of Gaiam’s annual report on Form 10-K for the year ended December 31, 2005). 

   
10.8 

 
Form of Employment Agreement between Gaiam, Inc. and Jirka Rysavy (incorporated by reference to Exhibit 10.3 of 
Gaiam’s current report on Form 8-K dated August 3, 2005).* 

   
10.9 

 
Form of Employment Agreement between Gaiam, Inc. and Lynn Powers (incorporated by reference to Exhibit 10.4 of 
Gaiam’s current report on Form 8-K dated August 3, 2005).* 

   
10.10 

 
Insurance and Stock Redemption Agreement dated as of August 4, 2005 between Gaiam, Inc. and Jirka Rysavy 
(incorporated by reference to Exhibit 10.5 of Gaiam’s current report on Form 8-K dated August 3, 2005). 

   
10.11 

 
Form of Stock Option Agreement under Gaiam’s 1999 Long-Term Incentive Plan (incorporated by reference to 
Exhibit 10.1 of Gaiam’s quarterly report on Form 10-Q for the quarter ended June 30, 2005).* 

   
21.1  List of Gaiam Subsidiaries (filed herewith). 
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Exhibit 
No.  Description 

23.1  Consent letter from Ehrhardt Keefe Steiner & Hottman PC (filed herewith). 
   

31.1  Certification of the Chairman pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934 (filed herewith). 
   

31.2 
 

Certification of the Chief Financial Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934 (filed 
herewith). 

   
32.1 

 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
(furnished herewith). 

   
32.2 

 
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
(furnished herewith). 

 
 

* Indicates management contract or compensatory plan or arrangement. 
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SIGNATURES 
 
Pursuant to the requirements of Section 13 or 15(d) of the Securities and Exchange Act of 1934, the Registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 
 
 GAIAM, INC. 
   
   
 By: /s/ Jirka Rysavy 
  Jirka Rysavy 
  Chairman 

March 3, 2009 
 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on 
behalf of the registrant and in the capacities and on the dates indicated. 
 
 
Signature  Title  Date 
     
/s/ Jirka Rysavy  Chairman of the Board and Chairman  March 3, 2009 
Jirka Rysavy  (Principal Executive Officer)   
     
/s/ Lynn Powers  Chief Executive Officer,  March 3, 2009 
Lynn Powers  President and Director   
     
/s/ James Argyropoulos  Director  March 3, 2009 
James Argyropoulos     
     
/s/ Barnet M. Feinblum  Director  March 3, 2009 
Barnet M. Feinblum     
     
/s/ Barbara Mowry  Director  March 3, 2009 
Barbara Mowry     
     
/s/ Paul H. Ray  Director  March 3, 2009 
Paul H. Ray     
     
/s/ Vilia Valentine  Chief Financial Officer  March 3, 2009 
Vilia Valentine  (Principal Accounting Officer)   

 



 

 

Exhibit 21.1 
 

GAIAM, INC. 
 
SUBSIDIARIES 
 

Subsidiaries  
State or Country of Incorporation or 

Registration 
Conscious Enlightenment, Inc ..................................................................   State of Delaware
Conscious Media, Inc................................................................................   State of Colorado
Gaiam Americas, Inc. ...............................................................................   State of Colorado
Gaiam.com, Inc.........................................................................................   State of Colorado
Gaiam Direct, Inc......................................................................................   State of Colorado
Gaiam Holdings, Inc. ................................................................................   State of Colorado
Gaiam International B.V.(1) .....................................................................   The Netherlands
Gaiam International C.V.(2) .....................................................................   The Netherlands
Gaiam International, Inc. ..........................................................................   State of Colorado
Gaiam International II, Inc........................................................................   State of Colorado
Gaiam International III, Inc. .....................................................................   State of Colorado
Gaiam Shared Services, Inc. .....................................................................   State of Colorado
Gaiam Travel, Inc. ....................................................................................   State of Colorado
GT Direct, Inc. ..........................................................................................   State of Colorado
Lime, Inc...................................................................................................   State of Colorado
Natural Habitat, Inc. (7) ............................................................................   State of Colorado
Newmark Media, Ltd. ...............................................................................   State of Illinois
Real Goods Carlson, Inc.(3)......................................................................   State of California
Real Goods Energy Tech, Inc. (3).............................................................   State of Colorado
Real Goods Marin, Inc.(3) ........................................................................   State of California
Real Goods Solar, Inc. (5).........................................................................   State of Colorado
Real Goods Trading Corporation(3) .........................................................   State of California
Regrid Power, Inc. (4)...............................................................................   State of California
Spiritual Cinema, Inc.(6)...........................................................................   State of Colorado
SPRI Products, Inc. ...................................................................................   State of Illinois
Zaadz, Inc. ................................................................................................   State of California
 

 
All subsidiaries are 100% owned by Gaiam, Inc. except as noted: 
 
(1) 100% owned by Gaiam International CV 
(2) 80% owned by Gaiam International, Inc., 10% owned by Gaiam International II, Inc., 10% owned by Gaiam International III, Inc. 
(3) 100% owned by Real Goods Energy Tech, Inc. 
(4)  100% owned by Real Goods Solar, Inc. 
(5) 56% owned by Gaiam, Inc. 
(6) 85% owned by Gaiam, Inc. 
(7) 50.1% owned by Gaiam Travel, Inc. 
 
This list omits subsidiaries which, considered in the aggregate, would not constitute a significant subsidiary. 
 





 

 

 
Exhibit 23.1 

 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
We consent to the incorporation by reference in each of the following Registration Statements of Gaiam, Inc.  of our report dated 
March 12, 2009, with respect to the consolidated financial statements and schedule of Gaiam, Inc. and subsidiaries included in the 
Annual Report on Form 10-K for the year ended December 31, 2008. 
 
Form  Registration Statement  Description 
S-8....... 

 
333-37700 

 
Gaiam, Inc. Long-Term Incentive Plan 
Gaiam, Inc. 1999 Employee Stock Purchase 

     
S-8.......  333-89726  Gaiam, Inc. Long-Term Incentive Plan 
     
S-3.......  333-147237  Registration Statement 
 

 
  /s/ Ehrhardt Keefe Steiner & Hottman PC 
March 12, 2009   
Denver, Colorado   

 
 





 

 

 
Exhibit 31.1 

 
CERTIFICATION 

 
I, Jirka Rysavy, certify that: 
 
1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2008, of Gaiam, Inc.; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report; 
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15((f)) for the registrant and have: 
 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 

under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

   
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with the generally accepted accounting 
principles; 

   
 (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

   
 (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; 
and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions): 
 
 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

   
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 
 
Date: March 12, 2009 

 
 /s/ Jirka Rysavy 
 Jirka Rysavy 
 Chairman 

(Principal Executive Officer) 
 

 





 

 

 
Exhibit 31.2 

 
CERTIFICATION 

 
I, Vilia Valentine, certify that: 
 
1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2008, of Gaiam, Inc.; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report; 
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15((f)) for the registrant and have: 
 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with the generally accepted accounting principles; 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions 

about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions): 
 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; 
and 

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 
 

Date: March 12, 2009 
 

 /s/ Vilia Valentine 
 Vilia Valentine 
 Chief Financial Officer 
 

 





 

 

 
Exhibit 32.1 

 
CERTIFICATION OF CEO PURSUANT TO 

 
18 U.S.C. SECTION 1350 

 
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

 
In connection with the report of Gaiam, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2008, as filed with 

the U.S. Securities and Exchange Commission on the date hereof (the “Report”), I, Jirka Rysavy, Chairman of the Company, certify, 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge: 

 
(1) The Report fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934; and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 
 
Date:  March 12, 2009 
 
 /s/ Jirka Rysavy 
 Jirka Rysavy 
 Chairman 
 (Principal Executive Officer) 
 

 





 

 

 
Exhibit 32.2 

 
CERTIFICATION OF CFO PURSUANT TO 

 
18 U.S.C. SECTION 1350 

 
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

 
In connection with the report of Gaiam, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2008, as filed with 

the U.S. Securities and Exchange Commission on the date hereof (the “Report”), I, Vilia Valentine, Chief Financial Officer of the 
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to 
my knowledge: 

 
(1) The Report fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934; and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 
of the Company. 
 
Date:  March 12, 2009 

 
 /s/ Vilia Valentine 
 Vilia Valentine 
 Chief Financial Officer 
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