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Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. YES ☐ NO ☒

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or 15(d) of the
Act. YES ☐ NO ☒

Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES ☒ NO ☐

Indicate by check mark whether the Registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the Registrant was required to submit such files). YES ☒ NO ☐

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405) is not
contained herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ☐ 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ☐ Accelerated filer ☒

Non-accelerated filer ☐  Smaller reporting company ☒

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.  ☐

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). YES ☐ NO ☒

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the Registrant,
based on the closing price of the shares of common stock on The NASDAQ Stock Market on June 30, 2018, was
$231,990,000. The registrant does not have non-voting common equity.

The number of shares of Registrant’s Common Stock outstanding as of February 28, 2019 was 12,500,139 shares of
the registrant’s Class A common stock and 5,400,000 shares of the registrant’s Class B common stock.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents (or portions thereof) are incorporated by reference into the Parts of this Form 10-K noted:

Part III incorporates by reference from the definitive proxy statement for the registrant’s 2019 Annual Meeting of
Shareholders to be filed with the Commission pursuant to Regulation 14A not later than 120 days after the end of the
fiscal year covered by this Form.
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PART I

Item 1.Business
Our Business

Gaia, Inc. was incorporated under the laws of the State of Colorado on July 7, 1988 and operates a global digital video
subscription service and on-line community that caters to a unique and underserved subscriber base. Our digital
content library includes approximately 8,000 English language titles as well as a growing selection of titles available
in French, German and Spanish. Our subscribers have unlimited access to this vast library of inspiring films, cutting
edge documentaries, interviews, yoga classes, transformation-related content, and more – 85% of which is exclusively
available to our subscribers for digital streaming on most internet-connected devices anytime, anywhere, commercial
free.

Our mission is to create a transformational network that empowers a global conscious community. Content on our
network is currently curated into four channels, Yoga, Transformation, Alternative Healing, and Seeking Truth, and
delivered directly to our subscribers through our streaming platform. We curate programming for these channels by
producing content in our in-house production studios with a staff of media professionals. This produced and owned
content currently represents over 80% of our viewership. We complement our produced and owned content through
long term, predominately exclusive, licensing agreements.

Our Content Channels

From the beginning, we have focused on establishing exclusive rights to unique content through in-house productions,
licensing and strategic content acquisitions. Today, our network includes the following channels:

Yoga – Through our Yoga channel, our subscribers enjoy unlimited access to streaming yoga, Eastern arts, and other
movement-based classes. Currently, we are one of the world’s largest providers of streaming yoga classes. Blending
ancient philosophy with anytime, anywhere access through modern technology, our classes on Eastern arts like T’ai
Chi, Qigong, Ayurveda and more encourage the holistic integration of body, mind and spirit.

Transformation and Alternative Healing – Through our Transformation and Alternative healing channels, we feature a
wealth of content in the niche areas of alternative and integrative medicines, holistic healing, longevity, spiritual
growth and expanded consciousness. Our original and licensed content empowers subscribers to live stronger,
healthier, more productive and enlightened lives.

Seeking Truth – As an alternative to mainstream media, our Seeking Truth channel provides new and enlightening
perspectives for today’s changing world. Through thought-provoking questions like who are we and why are we here,
and topics that include ancient wisdom and metaphysics, we go beyond the boundaries of mainstream media, and
encourage our viewers to find empowerment through knowledge and awareness. Through this channel, our subscribers
have access to top names in the genre who conduct exclusive interviews and presentations not found anywhere else.

The Streaming Video Market and Gaia

Consumption of streaming video is expanding rapidly as more and more people augment their use of, or replace
broadcast television with, streaming video to watch their favorite content on services like Netflix, Amazon Prime,
Hulu, HBO Now and Gaia. The streaming video market includes various free, ad-supported and subscription service
offerings focused on various genres, including films, broadcast and original series, fitness and educational content.
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Gaia’s position in the streaming video landscape is firmly supported by its wide variety of exclusive and unique
content, which provides a complementary offering to other mostly entertainment-based streaming video services. Our
original content is developed and produced in-house in our production studios near Boulder, Colorado. Over 85% of
our content is available for streaming exclusively on Gaia to most internet-connected devices. By offering exclusive
and unique content over a streaming service, we believe we will be able to significantly expand our target subscriber
base. Gaia believes the current size of our potential target market represents approximately 15% of internet users that
currently pay for a streaming video service.

1
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Competitive Strengths

We believe that we differentiate ourselves from our competition and have been able to grow our business through the
following demonstrated competitive strengths:

Exclusive Content and Ubiquitous Access – We have amassed a library of unique content for which we hold exclusive
worldwide streaming distribution rights and have established exclusive relationships with certain key talent in our
areas of focus. Over 85% of our titles are available to our subscribers for streaming on virtually any
internet-connected device exclusively on Gaia.

Gaia Unplugged – We are able to leverage our content licensing and ownership advantage to enable “subscriber
download” as part of our subscription. A Gaia subscription allows subscribers to download and view titles in our
library without being actively connected to the internet as long as they remain a paying subscriber.

Proprietary and Curated Content – Proprietary and curated content lies at the core of our business model. Our media
offerings introduce customers to us and help establish us as an authority in the conscious media market. Our in-house
produced and owned content represents over 80% of our subscribers’ viewing time. Our licensed content has initial
terms ranging from 3 to 10 years. With the growth in demand for digital rights, we expect that our large library of
produced and acquired content combined with our internal production capabilities will be a key driver in our ability to
grow efficiently and act as a hedge against the rising costs of digital rights.

International Rights – The strength of our proprietary content library created by our original content production strategy
and our unique approach to content licensing have provided us with a library of niche content to which we hold
exclusive worldwide distribution rights that we believe would be difficult to acquire in today’s market. By obtaining
these rights, we have created a significant barrier to entry for competitors in our content niches and have given
ourselves the potential to reach a worldwide subscriber base with no additional licensing costs. Based on viewership,
over 95% of our library is available worldwide.

Unique Subscriber Base – We believe that our unique and exclusive content allows us to cater to a subscriber base that
traditional media companies have mostly ignored. We believe this subscriber base can be significantly expanded as
more and more people enter our niche categories and begin accessing streaming content over the internet.

Unique Content Strength – We believe that our unique focus, combined with our content exclusivity, positions us as a
complementary service to larger streaming video providers who are primarily entertainment driven. In addition, this
focus has allowed an opportunity for significant advantages:

•Yoga, we have an established consumer brand, a vast library of popular content, and knowledge and expertise on
developing new content.
•Transformation and Alternative Healing, we bring a unique focus to an otherwise crowded field. These channels
empower subscribers through programs about alternative and integrative medicines, holistic healing, longevity,
meditation, and other shows on conscious topics that puts Gaia in the center of a rapidly growing market.
•Seeking Truth, Gaia offers category-leading talent that enables us to draw the most popular and authentic speakers,
authors and experts in the alternative media world.

Growth Drivers

Our core strategy is to grow our streaming subscription business domestically and internationally using the following
drivers:
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Investment in Streaming Content – We believe that our investment in streaming content leads to more awareness and
viewership of our unique content. This leads to subscriber acquisition and revenue growth, allowing us to invest more
into our content library and enabling the growth cycle to continue. By investing in our in-house studios, digital asset
management system and digital delivery platforms, we can produce and distribute new digital content at low
incremental costs. With our end-to-end production capabilities and unique, exclusive, relationships with thought
leaders in our areas of focus, we believe we can develop content much more efficiently than our competitors.

2
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Continuous Service Improvements – We have found that incremental improvements in our service and quality enhance
our subscriber satisfaction and retention. We have built our platform to optimize the speed and performance of
streaming video playback, provide a unique and customized site experience for every subscriber and provide the
foundation for our expansion into foreign languages. We continue to refine our technology, user interfaces,
recommendation algorithms and delivery infrastructure to improve the customer experience.

Overall Adoption and Growth of Internet TV on Every Screen – Domestically, cable TV subscribers have been
declining, while the demand for digital content services accessible on various devices has continued to grow. Gaia is
accessible on a broad array of devices, including, but not limited to: Apple TV, iPad, iPhone, Roku, Chromecast,
Android devices including phones, tablets and Amazon Fire, laptops, desktop computers and TVs through an HDMI
cord. Through this accessibility, we believe that we enhance the value of our service to subscribers as well as position
ourselves for continued growth as internet and mobile delivery of content becomes more popular.

International Market Expansion – We believe the international streaming segment represents a significant long-term
growth opportunity for us as people around the world begin to adopt the viewing behaviors of the U.S. market. Our
exclusive worldwide streaming rights have allowed us to expand internationally by adding foreign language support to
our service without having to invest in local foreign operations. Today, approximately 30% of our direct subscribers
are outside of the United States.

Complement our Existing Business with Selective Strategic Acquisitions – Our growth strategy is not solely dependent
on acquisitions. However, we will consider strategic acquisitions that complement our existing business, increase our
content library, expand our geographical reach, and add to our subscriber base. We will focus on companies with
unique media content, a strong brand identity and subscribers that augment our existing subscriber base.

Marketing

We are building awareness and demand for the Gaia brand through various channels focusing on mobile and video.
Organic search, paid search, digital and social media, email marketing, ambassador marketing, as well as various
strategic partnerships make up our continually optimized portfolio of subscriber acquisition and retention tools.
Rejoining subscribers are an important source of subscriber additions, many of which come back to Gaia after
receiving special communications via email.

We maintain a website at www.gaia.com. The website address has been included only as a textual reference. Our
website and the information contained on the website, or connected to the website, are not incorporated by reference
into this Form 10-K.

History

We started as a conscious media and products company distributing conscious and non-theatrical media, with a
maximum reach of approximately 70,000 retail doors in the United States. We divested several businesses in 2016,
including our DVD distribution business and our Gaiam Brand consumer products business, for combined gains of
over $150 million.

We also expanded the number of conscious media titles with our 2007 acquisition of the entire content library of
Wisdom Television. Wisdom operated for 20 years as a cable and satellite channel. Wisdom was the only TV channel
that remained dedicated, year after year, to conscious media. With our acquisition of their digital media library we
expanded our unique library of content directed at independent and progressive thinkers.
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In October 2012, we launched our streaming video service and focused our efforts on growing domestically and
internationally by expanding our streaming content, enhancing our user interface and extending our streaming content
to even more internet-connected devices.
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In 2013, we further expanded the digital yoga content available to our subscribers and expanded our presence and
subscriber base in the yoga community through our acquisition of My Yoga Online, the largest streaming yoga media
service in Canada.

In 2016, we relaunched gaia.com with an entirely new technology stack at its core. The new site was built to optimize
the speed and performance of streaming video playback, provide a unique and customized site experience for every
subscriber and provide the foundation for our planned expansion into foreign languages.

During 2017 and 2018, we launched French, German and Spanish language offerings. We have continued to invest in
our international offerings, including original programming in French, German and Spanish.

In March 2018, we completed an underwritten public offering of 2,683,333 shares of our Class A common stock,
which included 350,000 shares of Class A common stock issued pursuant to the over-allotment option granted to our
underwriters, at a public offering price of $15.00 per share. We received net proceeds of approximately $37.1 million
after deducting underwriting discounts and commissions and offering costs. A majority of our board of directors and
executive management participated in the offering.

These investments in our subscription business have been instrumental in our ability to grow by expanding our
streaming video on demand capabilities and increasing our library of unique content of transformational media,
intended to awaken and inspire viewers around the world.

Regulatory Matters

A number of existing and proposed laws restrict disclosure of consumers’ personal information, which may make it
more difficult for us to generate additional names for our direct marketing and restrict our ability to send unsolicited
electronic mail. Although we believe we are generally in compliance with current laws and regulations and that these
laws and regulations have not had a significant impact on our business to date, it is possible that existing or future
regulatory requirements will impose a significant burden on us.

Competition

While our content offering is unique, the market for subscription-based content delivered over the internet is intensely
competitive and subject to rapid change. Many consumers maintain simultaneous relationships with multiple
providers and can easily shift spending from one provider to another. We are a focused provider within the streaming
video market that is able to compete by providing exclusive content available on almost any device. Our principal
competitors vary by world geographic region and include multichannel video programming distributors and
internet-based movie and TV content providers, including those that provide legal and illegal (pirated) streaming
video content. We believe that due to the exclusivity of our content, we are positioning ourselves as a complementary
service to large general content providers such as television broadcasters, cable television channels, and streaming
services such as Netflix, Amazon Prime, Hulu and HBO Now. Based on internal surveys of our subscribers, a
majority of our U.S. subscribers also subscribe to Netflix.

Seasonality

Our subscriber growth exhibits a seasonal pattern that reflects variations when consumers typically spend more time
indoors and, as a result, tend to increase their viewing, similar to those of traditional TV and cable networks. Our
subscriber growth is generally greatest during October through February and slowest in the May through August
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period. As we continue to expand internationally, we expect regional seasonality trends to demonstrate more
predictable seasonal patterns as our service offering in each market becomes more established and we have a longer
history to assess such patterns.

Employees

As of February 28, 2019, we had approximately 150 employees, all of which are full-time employees. None of our
employees are covered by a collective bargaining agreement.

4
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Intellectual Property and Other Proprietary Rights

We regard our trademarks, service marks, copyrights, domain names, trade secrets, proprietary technologies and
similar intellectual property as important to our success. We use a combination of trademark, copyright and trade
secret laws and confidentiality agreements to protect our proprietary intellectual property. Our ability to protect and
enforce our intellectual property rights is subject to certain risks, and from time to time we encounter disputes over
rights and obligations concerning intellectual property. We cannot provide assurance that we will prevail in any
intellectual property disputes.

Website and Available Information

Our corporate website at www.gaia.com provides information about us, our history, goals and philosophy, as well as
certain financial reports and corporate press releases. Our www.gaia.com website also features a library of information
and articles on personal development and healthy lifestyles, along with an extensive offering of video content. We
believe our website provides us with an opportunity to deepen our relationships with our customers and investors,
educate them on a variety of issues, and improve our service. As part of this commitment, we have a link on our
corporate website to our Securities and Exchange Commission filings, including our reports on Forms 10-K, 10-Q and
8-K and amendments thereto. We make those reports available through our website, free of charge, as soon as
reasonably practicable after these reports are filed with the Securities and Exchange Commission.

We have included our website address only as inactive textual reference, and the information contained on our website
is not incorporated by reference into this Form 10-K.

Item 1A.Risk Factors
We caution you that there are risks and uncertainties that could cause our actual results to be materially different from
those indicated by forward looking statements that we make from time to time in filings with the Securities and
Exchange Commission, news releases, reports, communications to shareholders and other written and oral
communications. These risks and uncertainties include those risks described below of which we are presently aware.
Historical results are not necessarily an indication of future results. The risk factors below discuss important factors
that could cause our business, financial condition, operating results and cash flows to be materially adversely affected.

If our efforts to attract and retain subscribers are not successful, our business will be adversely affected.

We have experienced significant subscriber growth since we began our digital subscription business in 2013. Our
ability to continue to attract subscribers will depend in part on our ability to consistently provide our subscribers with
a valuable and quality streaming experience. Furthermore, the relative service levels, content offerings, pricing and
related features of our competitors may adversely impact our ability to attract and retain subscribers. We compete for
screen viewing time with multichannel video programming distributors providing free-on-demand content through
authenticated internet applications, internet-based movie and TV content providers, including both those that provide
legal and illegal (or pirated) streaming video content, and streaming video retail stores, among others. If consumers do
not perceive our service offering to be of value, or if we introduce new or adjust existing features or change the mix of
content in a manner that is not favorably received by them, we may not be able to attract and retain subscribers.

In addition, many of our subscribers originate from word-of-mouth advertising from existing subscribers. If our efforts
to satisfy our existing subscribers are not successful, we may not be able to attract new subscribers, and as a result, our
ability to maintain and/or grow our business will be adversely affected. Subscribers cancel our service for many
reasons, including a perception that they do not use the service sufficiently, the need to cut household expenses,
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unsatisfactory availability of content, competitive services providing a better value or experience and customer service
issues not satisfactorily resolved. We must continually add new subscribers both to replace subscribers who cancel
and to grow our business beyond our current subscriber base. If too many of our subscribers cancel our service, or if
we are unable to attract new subscribers in numbers sufficient to sustain and grow our business, our operating results
will be adversely affected. If we are unable to successfully compete with current and new competitors in both
retaining our existing subscribers and attracting new subscribers, our business will be
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adversely affected. Further, if excessive numbers of subscribers cancel our service, we may be required to incur
significantly higher marketing expenditures than we currently anticipate in order to replace these subscribers with new
subscribers.

If we are unable to compete effectively, our business will be adversely affected.

The market for streaming content is intensely competitive and subject to rapid change. New technologies and evolving
business models for delivery of streaming content continue to develop at a fast pace. Through new and existing
distribution channels, consumers are afforded various means for consuming streaming content. The various economic
models underlying these differing means of streaming content delivery include subscription, transactional,
ad-supported and piracy-based models. All of these have the potential to capture meaningful segments of the
streaming content market. Several competitors have longer operating histories, larger customer bases, and stronger
brand recognition than we do and have significant financial, marketing and other resources. They may secure better
terms from suppliers, adopt more aggressive pricing and devote more resources to technology and marketing. New
entrants may enter the market with unique service offerings or approaches to providing streaming content and other
companies also may enter into business combinations or alliances that strengthen their competitive positions. If we are
unable to successfully compete with current and new competitors, programs and technologies, our business will be
adversely affected, and we may not be able to increase market share and revenues, and achieve profitability.

We could be harmed by data loss or other security breaches.

As a result of our services being internet-based and the fact that we process, store, and transmit data, including
personal information, for our customers, failure to prevent or mitigate data loss or other security breaches, including
breaches of our suppliers’ technology and systems, could expose us or our customers to a risk of loss or misuse of such
information, adversely affect our operating results, result in litigation or potential liability for us, and otherwise harm
our business. We use third-party technology and systems for a variety of reasons, including, without limitation,
encryption and authentication technology, employee email, content delivery to customers, back-office support, and
other functions. Although we have implemented systems and processes that are designed to protect customer
information and prevent data loss and other security breaches, including systems and processes designed to reduce the
impact of a security breach at a third-party supplier, such measures cannot provide absolute security.

We have had operating losses, and we cannot assure future profitability.

As a result of our continued investment in subscription acquisition efforts to drive revenue growth, we reported losses
from continuing operations of $33.8 million and $23.7 million for fiscal years 2018 and 2017, respectively. We cannot
assure you that we will operate profitably in future periods and, if we do not, we may not be able to meet any future
debt service requirements, working capital requirements, capital expenditure plans, production slate, acquisition plans
or other cash needs. Our inability to meet those needs could have a material adverse effect on our business, financial
condition, operating results, liquidity and prospects.

If we are not able to manage change and growth, our business could be adversely affected.

We are expanding our operations internationally, scaling our streaming service to effectively and reliably handle
anticipated growth in both subscribers and features related to our service, as well as continuing to provide our
Spiritual Cinema Circle monthly DVD subscription offerings for an additional fee. As we expand internationally, we
are managing our business to address varied content offerings, consumer customs and practices, in particular those
dealing with e-commerce and internet video, as well as differing legal and regulatory environments. As we scale our
streaming service, we are developing technology and utilizing third-party internet-based or “cloud” computing services.
If we are not able to manage the growing complexity of our business, including improving, refining or revising our
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systems and operational practices related to our streaming operations, our business could be adversely affected.
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If our efforts to build unique brand identity and improve subscriber satisfaction and loyalty are not successful, we may
not be able to attract or retain subscribers, and our operating results may be adversely affected.

We must continue to build and maintain a unique brand identity. We believe that a unique brand identity will be
important in attracting and retaining subscribers who have a number of choices from which to obtain streaming
content. To build a unique brand identity we believe we must continue to offer content and service features that our
subscribers value and enjoy. We also believe that these must be coupled with effective consumer communications,
such as marketing, customer service and public relations. If our efforts to promote and maintain our brand identity are
not successful, our ability to attract and retain subscribers may be adversely affected. Such a result may adversely
affect our operating results.

With respect to our expansion into international markets, we will also need to establish our brand identity in new
markets and languages, and to the extent we are not successful, our business in new markets may be adversely
impacted.

Changes in our subscriber acquisition sources could adversely affect our marketing expenses and subscriber levels
may be adversely affected.

We utilize a broad mix of marketing and public relations programs, including social media websites such as Facebook
and Youtube, to promote our service to potential new subscribers. We may limit or discontinue use or support of
certain marketing sources or activities if advertising rates increase or if we become concerned that subscribers or
potential subscribers deem certain marketing practices intrusive or damaging to our brand. If available marketing
channels are limited or curtailed, our ability to attract new subscribers may be adversely affected.

Companies that currently promote our services may cease promoting our services, may determine to compete more
directly with our business or enter a similar business, or may decide to exclusively support our competitors. If we no
longer have access to such marketing channels, our marketing efforts may be adversely affected. If we are unable to
maintain or replace our sources of subscribers with similarly effective sources, or if the cost of our existing sources
increases, our subscriber levels and marketing expenses may be adversely affected.

We face risks, such as unforeseen costs, and potential liabilities in connection with content we produce, license and/or
distribute through our service.

As a distributor of content, we face potential liability for negligence, copyright or trademark infringement or other
claims based on the nature and content of materials that we produce, license and/or distribute. We also face potential
liability for content used in promoting our service, including marketing materials and features on our website such as
subscriber reviews.

We are responsible for production costs and other expenses related to our original content. We also take on risks
associated with this production, such as completion and key talent risk. To the extent we do not accurately anticipate
costs or mitigate risks, or if we become liable for content we produce, license and/or distribute, our business may
suffer. Litigation to defend these claims could be costly and the expenses and damages arising from any liability or
unforeseen production risks could harm our results of operations. We may not be indemnified to cover claims or costs
of these types and we may not have insurance coverage for these types of claims.

We rely upon a number of partners to offer instant streaming of content to various devices.

We currently offer subscribers the ability to receive streaming content through a host of internet-connected devices,
including internet-enabled TVs, digital video players and mobile devices. We intend to continue to broaden our
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capability to instantly stream content to other platforms over time. If we are not successful in maintaining existing and
creating new relationships, or if we encounter technological, content licensing or other impediments to our streaming
content, our ability to grow our business could be adversely impacted.

We have entered into agreements with certain consumer electronics partners, pursuant to which each makes available
an “app” for viewing our content on its hardware platform. Our agreements with our consumer electronics
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partners are typically between one and three years in duration and our business could be adversely affected if, upon
expiration, our partners do not continue to provide access to our service or are unwilling to do so on terms acceptable
to us, which terms may include the degree of accessibility and prominence of our service.

Furthermore, the devices consumers use to access our content are manufactured and sold by entities other than Gaia
and the devices’ performance and the connection between these devices and our service may result in consumer
dissatisfaction that could result in claims against us or otherwise adversely impact our business. In addition,
technology changes to our streaming functionality may require that partners update their devices. If partners do not
update or otherwise modify their devices, our service and our subscribers’ use and enjoyment could be negatively
impacted.

Any significant disruption in our network or information systems or those of third parties that we utilize in our
operations could result in a loss or degradation of service and could adversely impact our business.

Our reputation and ability to attract, retain and serve our subscribers is dependent upon the reliable performance of our
network and information systems and those of third parties that we utilize in our operations. We experience occasional
system interruptions and delays that make our websites and services unavailable or slow to respond and prevent us
from efficiently providing services to our customers, which may reduce the attractiveness of our services. If we are
unable to effectively upgrade our systems and network infrastructure, and take other steps to improve the efficiency of
our systems, it could cause system interruptions or delays and adversely affect our operating results.

Our systems may be subject to damage or interruption from adverse weather conditions, natural disasters, terrorist
attacks, power loss, telecommunications failures, computer viruses, computer denial of service attacks, or other
attempts to harm these systems. Interruptions in these systems, or to the internet in general, could make our service
unavailable or degraded or otherwise hinder our ability to deliver content to our subscribers. Service interruptions,
errors in our software or the unavailability of network or information systems used in our operations could diminish
the overall attractiveness of our subscribership service to existing and potential subscribers.

We utilize third-party internet-based or “cloud” computing services in our business operations. We also utilize
third-party content delivery networks to help us stream content in high volume to our subscribers over the internet.
Problems with these systems faced by us or our service providers, including technological or business-related
disruptions, could adversely impact the experience of our subscribers.

Any significant disruption in or unauthorized access to our network or information systems or those of third parties
that we utilize in our operations arising from cyber-attacks could result in a loss or degradation of service,
unauthorized disclosure of data (including subscriber and corporate information), or theft of intellectual property,
including digital content assets, which could adversely impact our business.

Our network and information systems and those of third parties we use in our operations are vulnerable to
cybersecurity threats, including cyber-attacks such as computer viruses, denial of service attacks, physical or
electronic break-ins and similar disruptions. These systems may experience directed attacks intended to lead to
interruptions and delays in our service and operations as well as loss, misuse or theft of data or confidential
information. Additionally, outside parties may attempt to fraudulently induce employees or users to disclose sensitive
or confidential information in order to gain access to data. Any successful attempt by hackers to obtain our data
(including subscribers and corporate information) or intellectual property (including digital content assets), disrupt our
service, or otherwise access our systems (or those of third parties we use), could harm our business, be expensive to
remedy and damage our reputation. We have implemented certain systems and processes to thwart hackers and protect
our data and systems, but techniques used to gain unauthorized access to data and software are constantly evolving,
and we may be unable to anticipate or prevent unauthorized access. To date hackers have not had a material impact on
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our service or systems, although a risk remains that hackers may be successful in the future. Our insurance does not
cover expenses related to such disruptions or unauthorized access. Efforts to prevent hackers from disrupting our
service or otherwise accessing our systems are expensive to develop, implement and maintain. These efforts require
ongoing monitoring and updating as technologies change and efforts to overcome security measures become more
sophisticated and may limit the functionality of or otherwise negatively impact our service offering and systems. Any
significant disruption to our service or access to our systems could result in a loss of subscribers and adversely affect
our business and results
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