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NETFLIX, INC.

Consolidated Statements of Operations
(unaudited)
(in thousands, except per share data)

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

Revenues $ 1,340,40 $1,069,37: $ 2,610,491 $ 2,093,33

Cost of revenues 914,84¢ 760,67: 1,784,03. 1,497,62

Marketing 120,76: 114,61: 257,86 233,69

Technology and development 115,18: 93,12¢ 225,49; 185,10:

General and administrative 60,01 43,84+ 115,91 87,97(
Operating income 129,60( 57,11° 227,19¢ 88,93¢
Other income (expense):

Interest expense (13,329 (7,529 (23,380) (14,26¢)

Interest and other income (expense) 1,10C (2,940 2,501 (1,967)

Loss on extinguishment of debt — — — (25,129
Income before income taxes 117,37. 46,64 206,31t 47,57¢
Provision for income taxes 46,35¢ 17,17¢ 82,18: 15,41¢
Net income $ 71,016 $ 2947. $ 124,130 $ 32,16(
Earnings per share:

Basic $ 1.18 $ 051 $ 207 $ 0.5¢

Diluted $ 118 % 04¢ % 20z $ 0.5¢
Weighted-average common shares outstanding:

Basic 59,99¢ 58,19: 59,901 57,08¢

Diluted 61,63¢ 60,59( 61,59: 60,36¢

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Statements of Comprehensive Income
(unaudited)
(in thousands)

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

Net income $ 71,016 $ 2947: $ 124130 $  32,16(
Other comprehensive income (loss):
Foreign currency translation adjustments 1,91¢ 30 2,37¢ (2,259
Change in unrealized gains (losses) on availablsdte securities, net of tax
of $51, $(1,239), $342, and $(1,451), respectively 81 (1,98Y) 54¢€ (2,329
Total other comprehensive income (loss) 1,99¢ (1,955 2,921 (4,587)

Comprehensive income

$ 73,017 % 27,51¢ $ 127,06( $ 27,57,

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Three Months Ended

Six Months Ended

June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Cash flows from operating activities:
Net income $ 71,01¢  $ 2947. $ 124,13 $ 32,16(
Adjustments to reconcile net income to net cashigea by operating activities:
Additions to streaming content library (813,319 (593,459 (1,562,71) (1,185,39)
Change in streaming content liabilities 78,35¢ 7,28¢ 120,60: 16,98
Amortization of streaming content library 639,03 510,25( 1,239,77. 995,99(
Amortization of DVD content library 16,92 17,70¢ 33,04« 35,94¢
Depreciation and amortization of property, equipt@erd intangibles 12,971 12,02¢ 25,35¢ 24,07;
Stock-based compensation expense 29,28t 17,95¢ 55,11( 35,70:
Excess tax benefits from stock-based compensation (14,62 (20,36¢) (47,360) (31,989
Other non-cash items 3,251 1,18¢ 5,44 2,93¢
Loss on extinguishment of debt — — — 25,12¢
Deferred taxes (16,569) (2,040 (29,677) (8,78¢)
Changes in operating assets and liabilities:
Other current assets (20,68 33,76: 14,38: 28,03t
Accounts payable (3,08¢) (5,139 19,72¢ 11,88:
Accrued expenses 59,00¢ 10,49¢ 58,56¢ 6,362
Deferred revenue 11,31¢ 7,69: 25,56 17,09¢
Other non-current assets and liabilities 3,13¢ 7,111 10,42: 15,557
Net cash provided by operating activities 56,02« 33,94 92,38 21,69
Cash flows from investing activities:
Acquisition of DVD content library (20,98) (14,029 (35,895 (35,21¢)
Purchases of property and equipment (19,869) (8,08¢) (33,209 (20,20¢)
Other assets 1,12¢ 1,08 1,424 5,137
Purchases of short-term investments (170,909 (146,05() (231,459 (381,679
Proceeds from sale of short-term investments 89,66: 33,97¢ 232, 71( 115,20
Proceeds from maturities of short-term investments 92,01« 5,41( 95,10¢ 9,83(
Net cash (used in) provided by investing activities (28,959 (127,68 28,68¢ (306,92)
Cash flows from financing activities:
Proceeds from issuance of common stock 14,46¢ 28,84¢ 46,91" 67,99:
Proceeds from issuance of debt — — 400,00( 500,00(
Issuance costs (359) — (7,080 (9,419
Redemption of debt — — — (219,365
Excess tax benefits from stock-based compensation 14,62¢ 20,36¢ 47,36( 31,98:
Principal payments of lease financing obligations (277) (25E) (53¢) (65€)
Net cash provided by financing activities 28,47: 48,95¢ 486,65¢ 370,54:
Effect of exchange rate changes on cash and casbatnts 1,25( (2,590 1,551 (4,92¢)
Net increase (decrease) in cash and cash equivalent 56,79« (47,379 609,27! 80,38
Cash and cash equivalents, beginning of period 1,157,45! 418,05: 604,96! 290,29:
Cash and cash equivalents, end of period $ 121424 $ 370,67t $ 121424 $ 370,67¢

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Consolidated Balance Sheets
(in thousands, except share and par value data)

As of
June 30, December 31,
2014 2013
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 1,214,24.  $ 604,96!
Short-term investments 500,12: 595,44(
Current content library, net 1,786,34 1,706,42
Other current assets 167,67- 151,93
Total current assets 3,668,38I 3,058,76:
Non-current content library, net 2,348,791 2,091,07.
Property and equipment, net 141,71! 133,60!
Other non-current assets 166,93: 129,12.
Total assets $ 6,325,82. $ 5,412,56:
Liabilities and Stockholders’ Equity
Current liabilities:
Current content liabilities $ 1,858,021 $ 1,775,98:
Accounts payable 137,22t 108,43!
Accrued expenses 98,54¢ 54,01¢
Deferred revenue 241,33( 215,76
Total current liabilities 2,335,12. 2,154,20:
Non-current content liabilities 1,390,77! 1,345,59
Long-term debt 900,00( 500,00(
Other non-current liabilities 90,22 79,20¢
Total liabilities 4,716,11 4,079,00:
Commitments and contingencies (Note 10)
Stockholders’ equity:
Common stock, $0.001 par value; 160,000,000 starg®rized at June 30, 2014 and Decemb
31, 2013; 60,091,015 and 59,607,001 issued antbodisg at June 30, 2014 and December
2013, respectively 60 6C
Additional paid-in capital 926,52! 777,44:
Accumulated other comprehensive income 6,50z 3,57¢
Retained earnings 676,61¢ 552,48!
Total stockholders’ equity 1,609,70! 1,333,56
Total liabilities and stockholders’ equity $ 6,325,82. $ 5,412 ,56:

See accompanying notes to the consolidated finbsteiements.
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NETFLIX, INC.

Notes to Consolidated Financial Statements
(unaudited)

1. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying consolidated interim financialesteents of Netflix, Inc. and its wholly owned subaries (the “Companyhave beei
prepared in conformity with accounting principlesngrally accepted in the United States (“U.S.”) arelconsistent in all material respects
with those applied in the Company’s Annual Reporform 10-K for the year ended December 31, 2048 with the Securities and Exchar
Commission (the “SEC”) on February 3, 2014. Theppration of consolidated financial statements imfeomity with U.S. generally accepted
accounting principles (“GAAP”) requires managemientake estimates and judgments that affect theiate@eported in the consolidated
financial statements and accompanying notes. Segnif items subject to such estimates and assungpticlude the amortization policy for
streaming content library; the recognition and raeament of income tax assets and liabilities; ddvialuation of stock-based compensation.
The Company bases its estimates on historical equr and on various other assumptions that thep@oynbelieves to be reasonable under
the circumstances. On a regular basis, the Comgaalyates the assumptions, judgments and estinfetasl results may differ from these
estimates.

The interim financial information is unaudited, laflects all normal recurring adjustments that arehe opinion of management,
necessary to fairly present the information setfberein. The interim financial statements shdiddead in conjunction with the audited
financial statements and related notes includédeérCompany’s Annual Report on Form 10-K for tharyended December 31, 2013 . Interim
results are not necessarily indicative of the tsdok a full year.

The Company is organized into three operating seggn®omestic streaming, International streaming) @aomestic DVD. A majority of
the Company’s revenues are generated in the USiises, and substantially all of the Company’s {tived tangible assets are held in the
United States. The Company’s revenues are derioed inonthly membership fees.

There have been no material changes in the Compaignificant accounting policies as compared #osilgnificant accounting policies
described in the Company’s Annual Report on ForaKX0r the year ended December 31, 2013 .

In May 2014, the Financial Accounting Standardsrassued Accounting Standards Update ("ASU") 2024Revenue from Contracts
with Customers (Topic 606) which amended the existing accounting standardsef@nue recognition. ASU 2014-09 establishes jpies for
recognizing revenue upon the transfer of promismmtlg or services to customers, in an amount tlflatte the expected consideration recei
in exchange for those goods or services. It iscéffe for annual reporting periods beginning afdecember 15, 2016. Early adoption is not
permitted. The amendments may be applied retraspécto each prior period presented or retrospettiwith the cumulative effect
recognized as of the date of initial applicatioheTCompany is currently in the process of evalgatie impact of adoption of the ASU on its
consolidated financial statements, but does noéexhe impact to be material.

2. Reclassifications
Certain prior year amounts have been reclassifiebhform to the current year presentation in thesolidated financial statements.

Costs of revenues in the amount of $7.1 million &§hd.2 millionfor the three and six months ended June 30, 2@%Bectively, related
free-trial periods that were previously allocatedMarketing” on the Consolidated Statements of @pens have been reallocated to “Cost of
revenues”. There was no impact to contributionipmfnet income in any period presented and tha® no impact to the Consolidated
Balance Sheets or Consolidated Statements of Gawls.F

3. Earnings Per Share

Basic earnings per share is computed using thehtegigaverage number of outstanding shares of constoah during the period.
Diluted earnings per share is computed using thighted-average number of outstanding shares of ammstock and, when dilutive, potential
common shares outstanding during the period. Rater@mmon shares consist of shares issuable Uymassumed conversion of the
Company'’s Senior Convertible Notes (prior to thevarsion of such notes in April 2013) and increrakshares issuable upon the assumed
exercise of stock options. The computation of emsiper share is as follows:

7
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Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

(in thousands, except per share data)
Basic earnings per share:

Net income $ 71,018 $ 2947 $ 124,130 $  32,16(

Shares used in computation:

Weighted-average common shares outstanding 59,99¢ 58,19: 59,90° 57,08¢
Basic earnings per share $ 1.1 % 051 $ 207 $ 0.5¢€

Diluted earnings per share:

Net income $ 71,01¢ $ 2947. $ 124,130 $ 32,16(
Senior Convertible Notes interest expense, nedof t — — — 49
Numerator for diluted earnings per share $ 71,018 $ 2947 $ 124,130 $ 32,20¢
Shares used in computation:
Weighted-average common shares outstanding 59,99¢ 58,19: 59,90° 57,08¢
Senior Convertible Notes shares — 564 — 1,44
Employee stock options 1,63¢ 1,83¢ 1,68t 1,83¢
Weighted-average number of shares 61,63 60,59( 61,59: 60,36¢
Diluted earnings per share $ 1.1t $ 04¢ $ 20z % 0.5

Employee stock options with exercise prices gretign the average market price of the common stark excluded from the diluted
calculation as their inclusion would have been-diititive. The following table summarizes the pdteincommon shares excluded from the
diluted calculation:

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
(in thousands)
Employee stock options 99 31¢ 70 384

4., Short-term Investments

The Company’s investment policy is consistent wlith definition of available-for-sale securities.ef@ompany does not buy and hold
securities principally for the purpose of sellilgin in the near future. The Company’s policy isued on the preservation of capital, liquidity
and return. From time to time, the Company maycaatiain securities but the objectives are generait to generate profits on short-term
differences in price. The following tables summeayiay major security type, the Compangssets that are measured at fair value on aireg
basis and are categorized using the fair valuatdby:
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As of June 30, 2014

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)

Cash $ 1,11385 ¢ — — $ 1,113,85
Level 1 securities:
Money market funds 106,09: — — 106,09«
Level 2 securities:
Corporate debt securities 309,32¢ 1,26¢ (17) 310,57
Government securities 163,87: 311 Q) 164,18:
Asset backed securities 1,53¢ 1 — 1,53t
Certificate of deposits and commercial paper 23,82¢ — — 23,82¢
Total (1) $ 1,71850! $ 157¢ $ (18 $ 1,720,06:

As of December 31, 2013

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(in thousands)
Cash $ 483,95¢ $ — — 483,95¢
Level 1 securities:
Money market funds 126,20¢ — — 126,20t
Level 2 securities:
Corporate debt securities 316,46! 1,24t (654) 317,05¢
Government securities 143,81 287 (18) 144,08:
Asset and mortgage-backed securities 93,11¢ 22¢ (41¢) 92,92¢
Certificate of deposits 23,42t — — 23,42¢
Agency securities 17,95: — 2 17,94¢
Total (2) $ 1,204,931 $ 1,761 % (1,099 $ 1,205,60
Q) Includes $1,214.2 million that is includedcash and cash equivalents, $500.1 million includeshort-term investments and $5.7
million of restricted cash that is included in atihen-current assets related to workers compemsdgposits.
2 Includes $605.0 million that is included irshaand cash equivalents, $595.4 million includeshiart-term investments and $5.2

million of restricted cash that is included in athen-current assets related to workers compemsegposits.

Fair value is a market-based measurement thatésrdimed based on the assumptions that marketjpantits would use in pricing an
asset or liability. The hierarchy level assigne@ach security in the Company’s available-for-galefolio and cash equivalents is based on its
assessment of the transparency and reliabilithefriputs used in the valuation of such instruna¢tihe measurement date. The fair value of
available-for-sale securities and cash equivali@atsided in the Level 1 category is based on quptexks that are readily and regularly
available in an active market. The fair value oditable-for-sale securities included in the Levela®egory is based on observable inputs, suct
as quoted prices for similar assets at the measumedate; quoted prices in markets that are notegair other inputs that are observable, ei
directly or indirectly. These values were obtaifr@in an independent pricing service and were evatlasing pricing models that vary by
asset class and may incorporate available tradegrid other market information and price quotemfveell-established independent pricing
vendors and broker-dealers. The Company's procgdéuckide controls to ensure that appropriatevaines are recorded, such as comparing
prices obtained from multiple independent sourSes Note 6 to the consolidated financial statenfentirther information regarding the fair
value of the Company’s debt instruments.

There were no investments in a material unrealiassl position as of June 30, 2014 or December @13.2There were no material other-
than-temporary impairments or credit losses reltdealailable-for-sale securities in the three simdnonths ended June 30, 2014 and 20b3
addition, there were no material gross realizedgar losses in the three and six months ended3wriz014 and 2013 .
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The estimated fair value of short-term investmémytsontractual maturity as of June 30, 2014 isodews:

(in thousands)

Due within one year $ 134,96!
Due after one year and through 5 years 365,15t¢

Total short-term investments $ 500,12:

5. Balance Sheet Components
Content Library

Content library consisted of the following:

As of
June 30, December 31,
2014 2013
(in thousands)

Total content library, gross $ 7,347,86° $ 6,474,68

Accumulated amortization (3,212,73)  (2,677,19)

Total content library, net 4,135,13 3,797,49:

Current content library, net 1,786,34. 1,706,42

Non-current content library, net $ 2,348,791 $ 2,091,07
Property and Equipment, Net

Property and equipment and accumulated depreciatinsisted of the following:
As of
June 30, December 31,
2014 2013
(in thousands)

Computer equipment 3yeart$ 125,26: $ 102,86

Operations and other equipment 5 year: 94,10¢ 96,36

Software 3 year: 36,24¢ 36,43¢

Furniture and fixtures 3 year: 24,01( 21,01:

Building 30 year: 40,68: 40,68:

Leasehold improvements Over life of leas 54,34: 51,19

Capital work-in-progress 12,14¢ 8,64:

Property and equipment, gross 386,80! 357,19t

Less: Accumulated depreciation (245,09() (223,59)

Property and equipment, net $ 141,71' $ 133,60

6. Long-term Debt
Senior Convertible Notes

In November 2011, the Company issued $200.0 mibiggregate principal amount of zero coupon Sendon€rtible Notes due on
December 1, 2018 (the “Convertible Notes”) in avate placement offering to TCV VII, L.P., TCV VIIJAL.P. and TCV Member Fund, L.P.
A general partner of these funds also serves oftimepany’s Board of Directors, and as such, theaisse of the notes was considered a
related party transaction. At any time following W28, 2012, the Company could have elected to ctngseonversion of the Convertible Nc
into shares of the Company’s common stock whenispgconditions were satisfied, including that thely volume weightedverage price ¢
the Company’s common stock was equal to or greélager $111.54 for at least 50 trading days durie® &rading day period prior to the
conversion date.

In April 2013, after all specified conditions wesatisfied, the Company elected to cause the coiowvess all outstanding Convertible
Notes with an aggregate principal amoun$200.0 million in accordance with the terms of thdenture governing such notes. Pursuant to
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this conversion, the Company issued 2.3 milliorreth@f common stock to the holders of the Convierfbtes at a conversion ratio of
11.6553 . The fair market value of one share ofroom stock on the date of conversion was $216.9%Ipere.

5.375% Senior Notes

In February 2013, the Company issued $500.0 mibiggregate principal amount of 5.375% Senior Ndtes2021 (the " 5.375%
Notes"). The5.375% Notes were issued at par and are seniocureskobligations of the Company. Interest is pyabmi-annually at a rate
of 5.375% per annum on February 1 and August hofi gear, commencing on August 1, 2013. The 5.3Xb%s are repayable in whole ot
part upon the occurrence of a change of contraheabption of the holders, at a purchase pricash equal to 101% of the principal plus
accrued interest. The Company may redeem the 5.3&®%s prior to maturity in whole or in part at@mount equal to the principal amount
thereof plus accrued and unpaid interest plus eemdlole payment equivalent to the present valubefemaining interest payments through
maturity.

The 5.375% Notes include, among other terms anditions, limitations on the Company's ability t@ate, incur or allow certain liens;
enter into sale and lease-back transactions; ¢r@séeme, incur or guarantee additional indebteddoiethe Company's subsidiaries; and
consolidate or merge with, or convey, transfereask all or substantially all of the Company's iésidubsidiaries assets, to another person. At
June 30, 2014 and December 31, 2013 the Companinwasnpliance with these covenants.

In the first quarter of 2013, the Company used $24illion of the net proceeds of the 5.375% Ndtesedeem the outstanding $200.0
million aggregate principal amount of 8.50% Semiotes due 2017 (the “ 8.50% Notes”) and pursuattieanake-whole provision in the
Indenture governing the 8.50% Notes, paid a $19lbmpremium and $5.1 milliomf accrued and unpaid interest. The Company reezedre
loss on extinguishment of debt of $25.1 milliorated to redemption of the 8.50% Notes which inciLithe write off of unamortized debt
issuance costs of $4.2 million .

Based on quoted market prices in less active mafketevel 2 input for this financial instrumerttje fair value of the 5.375%otes as ¢
June 30, 2014 and December 31, 2013 was approyn$s23.8 million and $506.3 million , respectively

5.750% Senior Notes

In February 2014, the Company issued $400.0 mitiggregate principal amount of 5.750% Senior Ndtes2024 (the " 5.750%
Notes"). The5.750% Notes were issued at par and are seniocuresktobligations of the Company. Interest is pyabmi-annually at a rate
of 5.750% per annum on March 1 and September aaf gear, commencing on September 1, 2014. Th@% MNotes are repayable in whole
or in part upon the occurrence of a change of ofrdt the option of the holders, at a purchaseepr cash equal to 101% of the principal plus
accrued interest. The Company may redeem the 5. N@t#s prior to maturity in whole or in part at@mount equal to the principal amount
thereof plus accrued and unpaid interest plus eemdlole payment equivalent to the present valubefemaining interest payments through
maturity.

The 5.750% Notes include, among other terms anditions, limitations on the Company's ability teeate, incur or allow certain liens;
enter into sale and lease-back transactions; ¢raséeme, incur or guarantee additional indebtexdoiethe Company's subsidiaries; and
consolidate or merge with, or convey, transfereasé all or substantially all of the Company's iésxdubsidiaries assets, to another person. At
June 30, 2014 the Company was in compliance wéhketttovenants.

Based on quoted market prices in less active mafketevel 2 input for this financial instrumeritje fair value of the 5.75094otes as ¢
June 30, 2014 was approximately $418.0 million .

7. Stockholders’ Equity

Stock Option Plan

In June 2011, the Company adopted the 2011 St@rk Phe 2011 Stock Plan provides for the granhoémtive stock options to
employees and for the grant of non-statutory stqations, stock appreciation rights, restricted lstaed restricted stock units to employees,
directors and consultants. As of June 30, 2014 p8llion shares were reserved for future grandeurthe 2011 Stock Plan.

11




Table of Contents

A summary of the activities related to the Comparstbck option plans is as follows:

Options Outstanding

Weighted-Average

Shares Weighted- Remaining Aggregate

Available Number of Average Contractual Term Intrinsic Value

for Grant Shares Exercise Price (in Years) (in Thousands)
Balances as of December 31, 2013 3,406,31 3,526,891 $ 95.2¢
Granted (265,149 265,14¢ 387.1¢t
Exercised (484,019 96.9:

Balances as of June 30, 2014 3,141,17. 3,308,03 118.4( 594 $ 1,066,05

Vested and exercisable at June 30, 2014 3,308,03 118.4( 594 $ 1.066.05

The aggregate intrinsic value in the table abopeesents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on the last trading day of the secamattgr of 2014 and the exercise price, multipligdie number of in-the-money options) that
would have been received by the option holdersdfiaaption holders exercised their options on J8®e2014 . This amount changes based or
the fair market value of the Company’s common stddie total intrinsic value of options exercisedtfte three months ended June 30, 2014
and 2013 was $46.2 million and $68.3 million , exdjvely. The total intrinsic value of options egised for the six months ended June 30,
2014 and 2013 was $147.7 million and $118.3 millioespectively.

Cash received from option exercises for the threaths ended June 30, 2014 and 2013 was $14.5 mdtid $28.8 million respectively
Cash received from option exercises for the sixtiended June 30, 2014 and 2013 was $46.9 mdhoan$68.0 million , respectively.

Stock-Based Compensation

The following table summarizes the assumptions teedlue stock option grants using the latticeshimal model:

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Dividend yield —% —% —% —%
Expected volatility 45% 53% 45% -48% 53% -54%
Risk-free interest rate 2.6€% 1.88% 2.66% -2.83% 1.87% -1.88%
Suboptimal exercise factor 2.68.2( 2.39 -3.61 2.66 -4.2(C 2.33-3.61

The Company bifurcates its option grants into twiplyee groupings (executive and non-executive)cmsiders several factors,
including the historical option exercise behavitbe contractual terms and vesting periods of th®og granted, in determining the suboptimal
exercise factor.

The weighted-average fair value of employee stgatloos granted during the three months ended Jon20@ 4 and 2013 was $196.93
and $110.67 per share, respectively. The weightedage fair value of employee stock options gradigihg the six months ended June 30,
2014 and 2013 was $207.85 and $87.87 per shapeatasely.

Stock-based compensation expense related to sptinglans was $29.3 million and $18.0 million fbe three months ended June 30,
2014 and 2013, respectively. Stock-based compensatpense related to stock option plans was $5filibn and $35.7 million for the six
months ended June 30, 2014 and 2013 , respectiMatytotal income tax benefit recognized in theme statement related to stock option
plans was $11.2 million and $6.9 million for thegd months ended June 30, 2014 and 2013 , resplgctihe total income tax benefit
recognized in the income statement related to stption plans was $21.1 million and $13.7 milliam thesix months ended June 30, 2014
2013, respectively.

8. Accumulated Other Comprehensive Income

The following tables summarize the changes in acdat®d balances of other comprehensive incomegfrtak for the three and six
months ended June 30, 2014 :
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Change in
unrealized gains on
available-for-sale

Foreign currency securities Total
(in thousands)

Balance as of March 31, 2014 $ 3,612 % 88¢ $ 4,50:
Other comprehensive income before reclassifications 1,91¢ 151 2,06¢
Amounts reclassified from accumulated other compmnsive income — (70 (70

Net increase in other comprehensive income 1,91¢ 81 1,99¢

Balance as of June 30, 2014 $ 553: § 97C § 6,502

Change in

unrealized gains on
available-for-sale

Foreign currency securities Total
(in thousands)

Balance as of December 31, 2013 $ 3,15: % 42z % 3,57¢
Other comprehensive income before reclassifications 2,37¢ 79¢ 3,177
Amounts reclassified from accumulated other comgmnsive income — (250) (250)

Net increase in other comprehensive income 2,37¢ 54¢ 2,92;

Balance as of June 30, 2014 $ 553: § 97C  $ 6,50z

All amounts reclassified from accumulated other poghensive income were related to gains on availiislsale securities. These
reclassifications impacted "Interest and other inedexpense)” on the Consolidated Statements ofaDpes.

9. Income Taxes

The effective tax rates for the three months enlded 30, 2014 and 2013 were 39% and 37% , resphctithe effective tax rates for the
six months ended June 30, 2014 and 2013 were 4@9%2% , respectively. The effective tax rates far three and six months ended June 30
2014 differed from the federal statutory rate prilgadue to state taxes, foreign taxes and nond@slaexpenses. The effective tax rates fol
three and six months ended June 30, 2013 diffeed the federal statutory rate primarily due tdestaxes, foreign taxes and nondeductible
expenses offset by a discrete benefit recorde8dderal R&D credit. On January 2, 2013, the AmeriCaxpayer Relief Act of 2012 (H.R. 8)
was signed into law which retroactively extendesl Federal R&D credit from January 1, 2012 througitémber 31, 2013. As a result, the
Company recognized the retroactive benefit of E22Federal R&D credit of approximately $3.1 mitlias a discrete item in the first quarter
of 2013, the period in which the legislation waa&ed.

The increase in our effective tax rates for theehmonths ended June 30, 2014 as compared toréeerttonths ended June 30, 2013 was
primarily attributable to the expiration of the leedl R&D tax credit on December 31, 2013. The iasesin our effective tax rates for the six
months ended June 30, 2014 as compared to thessithmended June 30, 2013 was primarily attribet&bthe expiration of the Federal R&D
tax credit on December 31, 2013 and from the disdgtem recorded in the first quarter of 2013 mdato the retroactive benefit of the 2012
Federal R&D credit.

Gross unrecognized tax benefits were $78.6 mitliod $68.2 million as of June 30, 2014 and Decer@beR013, respectively. The gross
unrecognized tax benefits, if recognized by the Gany, will result in a reduction of approximatel§gsh4 million to the provision for income
taxes thereby favorably impacting the Company’sdife tax rate. The Company’s unrecognized taxefisrare classified as “Other non-
current liabilities” on the Consolidated Balancee8ts. The Company includes interest and penaéilated to unrecognized tax benefits within
the "Provision for income taxes" on the ConsolideB¢atements of Operations. As of June 30, 2044 tdtal amount of gross interest and
penalties accrued was $4.4 million , and is classigs “Other non-current liabilities” on the Colidated Balance Sheets.

Deferred tax assets include $19.0 million and $21ilBon classified as “Other current assets” ad@&9 million and $69.1 million
classified as “Other non-current assets” on thesGlitlated Balance Sheets as of June 30, 2014 acehiier 31, 2013 , respectively. In
evaluating its ability to realize the net defertax assets, the Company considered all availald@iyp® and negative evidence, including its |
operating results and the forecast of future magkatvth, forecasted earnings, future taxable ingamd prudent and feasible tax planning
strategies. As of June 30, 2014 and December 3B ,20was considered more likely than not that saibsally all deferred tax assets would
realized, and no significant valuation allowanceswecorded.

Income tax benefits attributable to the exercisernployee stock options of $14.6 million and $2@iRion , during the three months
ended June 30, 2014 and 2013, respectively, werrded directly to "Additional paid-in capital" ¢ime Consolidated Balance Sheets. Incom:
tax benefits attributable to the exercise of emetogtock options of $47.1 million and $31.5 millicsuring the six months ended June 30,
2014 and 2013, respectively, were recorded direéctl Additional paid-in capital" on the ConsoligdtBalance Sheets.
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The Company files U.S. federal, state and forefgrréturns. The Company is currently under exariandiy the IRS for the years 2008
through 2011. The IRS has completed its Field Erfthe 2008 and 2009 federal tax returns and saetsa Revenue Agent Report with a
proposed assessment primarily related to the Copp&&D Credits claimed in those years. The Compzayfiled a protest against the
proposed assessment and is currently in the midsedRS Appeals process. The IRS Field Exam ef2610 and 2011 federal tax returns is ir
process. The 2012 federal tax return remains sutgjeexamination by the IRS.

The Company is also currently under examinatiothieystate of California for the years 2006 and 2@xifornia has completed its Field
Exam of the 2006 and 2007 California tax returrd laas issued a Notice of Proposed Assessment fisimalated to our R&D Credits claimt
in those years. The Company has filed a proteshsigne proposed assessment and is currentlyiagidlite commencement of the Protest
process with the Franchise Tax Board. The yearg 11@®ugh 2005, as well as 2008 through 2012, nemmalbject to examination by the stat
California.

The Company is currently not under examinationny freign jurisdiction. The years 2011 through 20&main subject to examination
by foreign jurisdictions.

Given the potential outcome of the current exanmmat as well as the impact of the current exaronain the potential expiration of the
statute of limitations, it is reasonably possilblattthe balance of unrecognized tax benefits csigidificantly change within the next twelve
months. However, at this time, an estimate of &mgje of reasonably possible adjustments to thebalaf unrecognized tax benefits cannot b
made.

10. Commitments and Contingencies

Streaming Content

At June 30, 2014 , the Company had $7.7 billiooldfgations comprised of $1.8 billion included @rrent content liabilities" and $1.4
billion of "Non-current content liabilities" on tHeéonsolidated Balance Sheets and $4.5 billion t§ations that are not reflected on the
Consolidated Balance Sheets.

At December 31, 2013, the Company had $7.3 billibabligations comprised of $1.8 billion included'Current content liabilities" and
$1.3 billion of "Non-current content liabilities'hahe Consolidated Balance Sheets and $4.2 bifii@bligations that are not reflected on the
Consolidated Balance Sheets.

The expected timing of payments for these streammimgent obligations is as follows:

As of
June 30, December 31,
2014 2013
(in thousands)
Less than one year $ 3,304,36° $ 2,972,322
Due after one year and through 3 years 3,732,38! 3,266,90
Due after 3 years and through 5 years 653,40t 929,64!
Due after 5 years 37,89 83,28«
Total streaming content obligations $ 7,728,051 $ 7,252,16

A streaming content obligation is incurred at tineetthe Company enters into a license agreemaestitiin future titles. Once a title
becomes available, a content liability is generedigorded on the Consolidated Balance Sheets.i@ageeements include the obligation to
license rights for unknown future titles, the uléite quantity and / or fees for which are not yéedrinable as of the reporting date. Because
the amount is not reasonably estimable, the Comgagesg not include any estimated obligation for éhfesure titles beyond the known
minimum amount. However, the unknown obligatiores expected to be significant and the expected jrofrpayments could range from less
than one year to more than five years.

The Company has entered into certain licensespeétforming rights organizations ("PROs"), and isrently involved in negotiations
with other PROSs, that hold certain rights to musid other entertainment works "publicly performadtonnection with streaming content it
various territories. Accruals for estimated licefeses are recorded and then adjusted based orhange in estimates. These amounts are
included in the streaming content obligations. Téslts of these negotiations are uncertain andbeapaterially different from management's
estimates.

Legal Proceedings

From time to time, in the normal course of its @ens, the Company is subject to litigation mattend claims, including claims relating
to employee relations, business practices and piatieimgement. Litigation can be expensive andugisive to normal business operations.
Moreover, the results of complex legal proceedemgsdifficult to predict and the Company's viewtltdse matters may change in the future ac
the litigation and events related thereto unfolde Tompany expenses legal fees as incurred. Thep&uonrecords a provision
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for contingent losses when it is both probable shiability has been incurred and the amount efltss can be reasonably estimated. An
unfavorable outcome to any legal matter, if matedauld have an adverse effect on the Companysatipns or its financial position, liquidi
or results of operations.

On January 13, 2012, the first of three purportetaholder class action lawsuits was filed in tinétédl States District Court for the
Northern District of California against the Compaamd certain of its officers and directors. Twoitiddal purported shareholder class act
lawsuits were filed in the same court on January?P12 and February 29, 2012 alleging substantsthylar claims. These lawsuits were
consolidated intdn re Netflix, Inc., Securities Litigation , Case No. 3:12-cv-00225€, and the Court selected lead plaintiffs. On 262012
lead plaintiffs filed a consolidated complaint winialleged violations of the federal securities laWse Court dismissed the consolidated
complaint with leave to amend on February 13, 2Q&3d plaintiffs filed a first amended consolidateanplaint on March 22, 2013. The Cc
dismissed the first amended consolidated compleitht prejudice on August 20, 2013, and judgment er@gred on September 27, 2013. Lea
plaintiffs filed a motion to alter or amend the gudent and requested leave to file a second ameradedlaint on October 25, 2013. On Jani
17, 2014, the Court denied that motion. On Febrd&\2014, plaintiffs appealed that decision tolimites States Court of Appeals for the
Ninth Circuit. Management has determined a potential loss is neabppossible however, based on its current kndgde management does
not believe that the amount of such possible logsrange of potential loss is reasonably estimable

On November 23, 2011, the first of six purportedrsholder derivative suits was filed in the Supe@ourt of California, Santa Clara
County, against the Company and certain of itcefé and directors. Five additional purported dhader derivative suits were subsequently
filed: two in the Superior Court of California, SarClara County on February 9, 2012 and May 2, 2atd three in the United States District
Court for the Northern District of California ontreiary 13, 2012, February 24, 2012 and April 2,201he purported shareholder derivative
suits filed in the Northern District of Californrave been voluntarily dismissed. On July 5, 204€ gurported shareholder derivative suits
in Santa Clara County were consolidated itare Netflix, Inc. Shareholder Derivative Litigation , Case No. 1-12-cv-218399, and lead counse
was appointed. A consolidated complaint was filad@cember 4, 2012, with plaintiffs seeking compémiyy damages and other relief. The
consolidated complaint alleges, among other thitiga,certain of the Company's current and fornficers and directors breached their
fiduciary duties, issued false and misleading statgs primarily regarding the Company's streamungjrtess, violated accounting rules
concerning segment reporting, violated provisiohthe California Corporations Code, and wasted o@fe assets. The consolidated comp
further alleges that the defendants caused the @oynje buy back stock at artificially inflated peicto the detriment of the Company and its
shareholders while contemporaneously selling peigoheld Company stock. The Company filed a desruo the consolidated complaint ¢
a motion to stay the derivative litigation in favafrthe related federal securities class actiofeoruary 4, 2013. On June 21, 2013, the Court
granted the motion to stay the derivative litigatmending resolution of the related federal seiagritlass action. Management has determir
potential loss is reasonably possible however,dasgéts current knowledge, management does n@veethat the amount of such possible
loss or a range of potential loss is reasonabiynaste.

The Company is involved in other litigation mattart listed above but does not consider the matibeloe material either individually or
in the aggregate at this time. The Company's viethe@matters not listed may change in the futgréha litigation and events related thereto
unfold.

Indemnification

In the ordinary course of business, the Companyehtered into contractual arrangements under wihitds agreed to provide
indemnification of varying scope and terms to bassipartners and other parties with respect tainartatters, including, but not limited to,
losses arising out of the Company’s breach of sugbements and out of intellectual property infeimgnt claims made by third parties. In
these circumstances, payment may be conditiontd@nther party making a claim pursuant to the @daces specified in the particular
contract.

The Company's obligations under these agreementdebmited in terms of time or amount, and in goimstances, the Company may
have recourse against third parties for certaimzays. In addition, the Company has entered irderimification agreements with its directors
and certain of its officers that will require ithang other things, to indemnify them against cerliaibilities that may arise by reason of their
status or service as directors or officers. Theaseof such obligations vary.

It is not possible to make a reasonable estimateeoimaximum potential amount of future paymen@eurthese or similar agreements
to the conditional nature of the Company’s obligas and the unique facts and circumstances invoivedch particular agreement. Bmoun
has been accrued in the accompanying consolidetaddial statements with respect to these inderatifin obligations.

11. Segment Information

The Company has three operating segments: Dongttizming, International streaming and Domestic D8Bgment information is
presented along the same lines that the Compahig$ @perating decision maker reviews the operatasylts in assessing performance and
allocating resources. The Company’s chief operafiejsion maker reviews revenues and contributrofitloss) for each of the reportable
segments. Contribution profit (loss) is definedegenues less cost of revenues and marketing expeirectly incurred by the segment.

The Domestic and International streaming segmestigelrevenues from monthly membership fees forises consisting solely of
streaming content. The Domestic DVD segment derigesnues from monthly membership fees for serdoesisting solely of DVD-by-
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mail. Revenues and the related payment card feeattibuted to the operating segment based onahee of the underlying membership
(streaming or DVD) and the geographic region frotrioh the membership originates. There are no iategvenue transactions between the
Company’s reporting segments.

Cost of revenues are primarily attributed to theraing segment based on the amounts directlyiedury the segment to obtain content
and deliver it to the specific region. Marketingperses are primarily comprised of advertising egpenvhich are generally included in the
segment in which the expenditures are directly rirezl

The Company's long-lived tangible assets were éatas follows:

As of
June 30, December 31,
2014 2013
(in thousands)
United States $ 13345 $ 126,45!
International 8,264 7,15(

The following tables represent segment informat@rthe quarter ended June 30, 2014 :

As of/ Three months ended June 30, 2014

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

Total members at end of period (1) 36,24+ 13,80: 6,261 —
Revenues $ 838,228 $ 307,46: $ 194,72. $ 1,340,40
Cost of revenues 546,22: 266,69 101,92¢ 914,84t
Marketing 64,72% 56,03¢ — 120,76:
Contribution profit (loss) $ 22727 $ (15,27) $  92,79¢ $ 304,79
Other operating expenses 175,19¢
Operating income 129,60(
Other income (expense) (12,229
Provision for income taxes 46,35¢
Net income $ 71,01¢

As of/ Six months ended June 30, 2014

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

Total members at end of period (1) 36,24+ 13,80: 6,261 —
Revenues $ 1,636,84. $ 57457¢ $ 399,07* $ 2,610,49
Cost of revenues 1,063,31 511,96 208,75: 1,784,03.
Marketing 144,98! 112,87t — 257,86:
Contribution profit (loss) $ 42854 $ (50,26) $ 190,32 $ 568,60:
Other operating expenses 341,40t
Operating income 227,19!
Other income (expense) (20,879
Provision for income taxes 82,18:
Net income $ 124,13
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The following tables represent segment informat@rthe quarter ended June 30, 2013 :

Total members at end of period (1)
Revenues
Cost of revenues
Marketing
Contribution profit (loss)
Other operating expenses
Operating income
Other income (expense)
Provision for income taxes
Net income

Total members at end of period (1)
Revenues
Cost of revenues
Marketing
Contribution profit (loss)
Other operating expenses
Operating income
Other income (expense)
Provision for income taxes
Net income

The following table represents the amortizatiothef content library:

Three months ended June 30,
2014

2013

Six months ended June 30,
2014

2013

The following table represents total content ligraret:

As of/ Three months ended June 30, 2013

Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)
29,80 7,74 7,50¢ —
$ 671,08 $ 16590: $ 232,38: $ 1,069,37.
452,59¢ 184,40( 123,67t 760,67-
67,17 47,33t 99 114,61:
$ 15131: $ (65,83) $ 108,60¢ $ 194,08
136,97(
57,117
(10,46¢)
17,17¢
$ 29,47
As of/ Six months ended June 30, 2013
Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)
29,80 7,74 7,50¢ —
$ 1,309,733t $ 307,922 $ 475,67 $ 2,093,33
892,93: 351,29: 253,40: 1,497,62
134,14. 99,38: 17¢ 233,69
$ 28266 $ (142,75) $ 222,09 $ 362,01
273,07:
88,93¢
(41,360
15,41¢
$ 32,16(
Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)
$ 409,89 $ 229,14. $ 16,92 $ 655,96(
344.,44: 165,80¢ 17,70¢ 527,95!
796,21: 443,56 33,04 1,272,811
680,18¢ 315,80: 35,94¢ 1,031,933



Domestic International Domestic

Streaming Streaming DVD Consolidated

(in thousands)
As of June 30, 2014 $ 3,196,271 $ 914,23¢ $ 24,62¢ $ 4,135,113
As of December 31, 2013 2,973,02: 804,69( 19,77¢ 3,797,49:
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(1) A membership (also referred to as a subsonptis defined as the right to receive either tleflik streaming service or Netflix DVD
service. Memberships are assigned to territorisedban the geographic location used at time of spas determined by the
Company's internal systems, which utilize industandard geo-location technology. The Company sfiee-trial memberships to
new and certain rejoining members. For inclusiothandefinition of a member in the above metricsyethod of payment is required
to be provided even during the free-trial periodtal members therefore include those who are oeetfial and have provided a
method of payment. A membership would be canceteldcaase to be reflected in the above metrics Hwedéffective cancellation
date. Voluntary cancellations become effectivéhatand of the monthly membership period, while iamtary cancellation of the
service, as a result of a failed method of paymeetpmes effective immediately.
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the fatisecurities laws. These
forward-looking statements include, but are noitkh to statements regarding: our core strategyirttpact of new accounting standards;
investments in content, including original conténternational expansion and investments relateteth; cash use in connection with content
acquisitions and licensing and international expansleferred tax assets; pricing; accessing atairtibg additional capital and future
contractual obligations. These forward-looking estia¢nts are subject to risks and uncertaintiescthat cause actual results and events to
differ materially from those included in forwardeking statements. These forward-looking statemegmisbe identified by our use of words
such as "anticipate," "expect,” "will," "may" andriations thereof. Factors that might cause otridmute to such differences include, but are
not limited to, those discussed in our Annual ReparForm 10K for the year ended December 31, 2013 filed with $ecurities and Exchar
Commission (“SEC”) on February 3, 2014, in partcuthe risk factors discussed under the headingk‘Ractors” in Part I, Item IA.

We assume no obligation to revise or publicly reéeany revision to any forwatdeking statements contained in this Quarterly Repo
Form 10-Q, unless required by law.

Investors and others should note that we annoumterial financial information to our investors ugiour investor relations website
(http://ir.netflix.com), SEC filings, press releaspublic conference calls and webcasts. We use ttieannels, as well as social media, to
communicate with our members and the public abautompany, our services and other issues. Itssipte that the information we post on
social media could be deemed to be material infaomaTherefore, we encourage investors, the mexdid,others interested in our company tc
review the information we post on the United StdteksS.") social media channels listed on our ingeselations website.

Overview

We are the world’s leading Internet television ratewith more than 50 million streaming memberswer 40 countries enjoying more
than two billion hours of TV shows and movies pamtf, including original series. Our members catctvas much as they want, anytime,
anywhere, on nearly any Internet-connected scidembers can play, pause and resume watching, gilbuti commercials or commitments.
Additionally, in the U.S., our members can recddx¢Ds delivered quickly to their homes.

We are a pioneer in the Internet delivery of TVw@h@nd movies, launching our streaming servicedbi72 Since this launch, we have
developed an ecosystem for Internet-connected dgand have licensed increasing amounts of cottitanénable consumers to enjoy TV
shows and movies directly on their TVs, computeid mobile devices. As a result of these effortshaee experienced growing consumer
acceptance of and interest in the delivery of Tevehiand movies directly over the Internet. Histaltic our acquisition of new members has
been seasonal with the first and fourth quartgeeeisenting our strongest net member additions andecond quarter representing the lowest
net member additions in a calendar year.

Our core strategy is to grow our streaming subsionbusiness domestically and internationally. &ve continuously improving our
members' experience - expanding our streaming ngméth a focus on programming an overall mix ohtent that delights our customers,
enhancing our user interface and extending ouastirey service to even more Intermenected devices while staying within the paransedi
our consolidated net income and operating segn@nitibution profit (loss) targets.

Results of Operations

The following represents our consolidated perforoeamghlights:

Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Revenues $ 1,340,40 $ 1,069,37 25%
Operating income 129,60( 57,115 127%
Net income 71,01¢ 29,471 141%

In the second quarter of 2014, we increased theedbmstreaming membership fee from $7.99 to $€d9month for new members who
choose our most popular streaming plan, which gretuaccess to high definition quality streamindgvem screens concurrently. Current
members will be grandfathered in at $7.99 per mémtlthis plan for two years, as long as they rensaimember. We also introduced a new
membership plan priced at $7.99 per month whiclref§tandard definition quality streaming on alsimevice at a time. In the second quarte
of 2013, we introduced membership plans pricedlat® per month under which members can streanegbah up to four devices
concurrently. Internationally, we rolled out sinmizhanges in pricing and plan offerings.
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Consolidated revenues for the three months endwsal 30, 2014 increased $271.0 million as compardidetdhree months ended June 30
2013 due to growth in streaming members, bothmationally and domestically. Operating income aatlincome increased $72.5 million and
$41.5 million, respectively, due to the increaseeivenues, partially offset by the increase indbet of revenues due to increased content
licensing expenses relating to our existing and saaming content.

The following represents the key elements to ognment results of operations:

»  We define contribution profit as revenues lesst ©f revenues and marketing expenses. We bdliévés an important measure of our
operating segment performance as it representssegghent's performance before discrete global catpaosts.

» For the Domestic and International streamingrsags, content licensing expenses, which includeathortization of the streaming
content library and other expenses associatedthéticensing and acquisition of streaming contegfiresent the vast majority of ¢
of revenues. Streaming content rights are genespligific to a geographic region and accordinglyioternational expansion will
require us to obtain additional streaming contienises to support new international markets. Gtbst of revenues such as content
delivery expenses, customer service and paymenepsing fees tend to be lower as a percentageabfctust of revenues as compa
to content licensing expenses. We utilize bothawan and third-party content delivery networks téphes efficiently stream a high
volume of content to our members over the Inter@etitent delivery expenses, therefore, also incegiépment costs related to our
streaming content delivery network ("Open Conneatly all third-party costs associated with deliwgrstreaming content over the
Internet. Cost of revenues in the Domestic DVD seginconsist primarily of content delivery, expensaated to the acquisition of
content, including amortization of DVD content Bloy and revenue sharing expenses, and other expasseciated with our DVD
processing and customer service centers. Conténedeexpenses for the Domestic DVD segment camdithe postage costs to m
DVDs to and from our members and the packagingla@mel costs for the mailers.

» For the Domestic and International streamingrsags, marketing expenses consist primarily of ebmeg expenses and payments
made to our affiliates and consumer electronictngas. Advertising expenses include promotionaviiets such as television and
online advertising. Payments to our affiliates degice partners include fixed fee and /or reveraisg payments. Marketing
expenses are primarily incurred by our Domestic latefnational streaming segments given our foeubuwlding consumer
awareness of the streaming offerings. Marketingeagps incurred by our International streaming segimave been significant and
will fluctuate dependent upon the number of Intéoral territories in which our streaming serviseoffered and the timing of the
launch of new territories. Marketing expenses anmaterial for the Domestic DVD segment.

* We have demonstrated our ability to grow conttifin margin as evidenced by the increase in doution margin from 12% when we
first began separately reporting Domestic streamisglts in the fourth quarter of 2011 to 27% ie #econd quarter of 2014. As a
result of our focus on growing the streaming segsjarontribution margins for the Domestic and In&gional streaming segments are
lower than for our Domestic DVD segment. Investrsentcontent and marketing associated with themat@nal streaming segment
will continue to fluctuate dependent upon the nundfénternational territories in which our streamgiservice is offered and the
timing of the launch of new territories.

» As we grow our streaming segments, we contioughift spending away from the Domestic DVD segntenihvest more in streaming
content and marketing for our streaming services.
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Domestic Streaming Segment
Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

As of/ Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Members:
Net additions 57C 633 (10)%
Members at end of period 36,24 29,80° 22%
Paid members at end of period 35,08t 28,62« 23%
Average monthly revenue per paying member $ 8.04 % 7.91 2%

Contribution profit:

Revenues $ 83822 $ 671,08 25%
Cost of revenues 546,22: 452 59! 21%
Marketing 64,72’ 67,17" (4)%
Contribution profit 227,27" 151,31 50 %
Contribution margin 27% 23%

In the Domestic streaming segment, we derive ree®imom monthly membership fees for services ctingisolely of streaming content
offered through a membership plan. The $167.1 onilincrease in our domestic streaming revenuegpwamsrily due to the 23% growth in the
average number of paid memberships as well aet@%hincrease in average monthly revenue per pagargber resulting from our price
increase and introduction of higher priced plans: o screen high definition plan continues tahee most popular plan choice for new
members.

The $93.6 million increase in domestic streamingt b revenues was primarily due to the $67.2 orillincrease in content licensing
expenses relating to our existing and new streamamgent, including more exclusive and originalgreanming. In addition, content delivery
expenses increased by $17.3 million and other cesth as payment processing fees and customécesenll centers, increased $9.1 million
due to our growing member base.

Marketing expenses decreased $2.5 million primatilg to a decrease in advertising partially offse&n increase in public relations
expenses.

Our Domestic streaming segment had a contributiargin of 27% for the three months ended June 304 28hich increased as
compared to the contribution margin of 23% for tivee months ended June 30, 2013, as a resulbwirgy memberships and revenue faster
than content and marketing spending.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

As of/ Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Members:

Net additions 2,82¢ 2,661 6%
Members at end of period 36,24+ 29,80" 22%
Paid members at end of period 35,08t 28,62+ 23%
Average monthly revenue per paying member $ 8.0 % 7.94 1%

Contribution profit:

Revenues $ 1,636,84 $ 1,309,73 25%
Cost of revenues 1,063,31 892,93. 19%
Marketing 144,98! 134,14. 8%
Contribution profit 428,54( 282,66 52%

Contribution margin 26% 22%



21




Table of Contents

The $327.1 million increasa our domestic streaming revenues was due to3Be @owth in the average number of paid membersis
well as to the 1% increase in the average monthigmue per paying member resulting from our pricegase and introduction of higher pri
plan.

The $170.4 million increase in domestic streamiogt of revenues was primarily due to the $117.%ioniincrease in content licensing

expenses relating to our existing and new streamamgent, including more exclusive and originalgreanming. In addition, content delivery
expenses increased by $32.4 million and other cesth as payment processing fees and customécesenll centers, increased $20.5 million

due to our growing member base.
Marketing expenses increased $10.8 million prigatile to an increase in advertising and publidicra spending.

Our Domestic streaming segment had a contributiargin of 26% for the six months ended June 30, 2@hich increased as compared
to the contribution margin of 22% for the six mantnded June 30, 2013, as a result of growing mestips and revenue faster than content
and marketing spending.

International Streaming Segment
Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

As of /Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Members:
Net additions 1,11¢ 60= 85 %
Members at end of period 13,80: 7,747 78 %
Paid members at end of period 12,901 7,01¢ 84%
Average monthly revenue per paying member $ 8.31 $ 8.2¢ — %

Contribution profit (loss):

Revenues $ 307,46: $ 165,90: 85%
Cost of revenues 266,69 184,40( 45%
Marketing 56,03¢ 47,33t 18 %
Contribution loss (15,277 (65,837 (7%
Contribution margin (5)% (40)%

In the International streaming segment, we demwenues from monthly membership fees for servioesisting solely of streaming
content offered through a membership plan. We laedour streaming service in Canada in Septemld 20d have continuously expanded
our services internationally with launches in Laimerica in September 2011, the U.K. and Irelandainuary 2012, Finland, Denmark,
Sweden and Norway in October 2012 and the NethéslanSeptember 2013. We plan to continue to expandervices internationally and
expect to launch in Germany, Austria, Switzerldfghnce, Belgium and Luxembourg in the third quanfe2014.

The $141.6 million increase in our internationalareues was primarily due to the 85% growth in therage number of paid international
memberships. Average paid international streamiagiberships account for 26% of total average paéhsting memberships as of June 30,
2014, as compared to 19% of total average paidrsireg memberships as of June 30, 2013.

The $82.3 million increase in international cost@fenues was primarily due to a $67.5 million @&ge in content licensing expenses
relating to our existing and new streaming contertiuding more exclusive and original programmi@gher costs increased $14.8 million
primarily due to increases in our content delivexpenses, costs associated with our customer seralccenters and payment processing fee
all driven by our growing member base.

International marketing expenses for the three hmoahded June 30, 2014 increased $8.7 million mpared to the three months ended
June 30, 2013 mainly due to expenses for terrgédaenched in the last twelve months, as well aseased marketing spend in the U.K. and
Ireland.

International contribution losses improved $50.8iam for the three months ended June 30, 2014awpared to the three months ended
June 30, 2013, as a result of growing membershigsevenues faster than content and marketing spgn@ur International streaming
segment does not benefit from the established meb@se that exists for the Domestic segments. résult of having to build a member base
from zero, investments in streaming content anckatarg programs for our International segment argdr initially relative to revenues,
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in particular as new territories are launched. @twtribution losses for our International segmeattehbeen significant due to investments in
streaming content and marketing programs to drigenbrership growth and viewing in our internationalrkets.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

As of /Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Members:

Net additions 2,871 1,62¢ 77 %
Members at end of period 13,80: 7,74 78 %
Paid members at end of period 12,901 7,01¢ 84%
Average monthly revenue per paying member $ 8.3( $ 8.3t (D%

Contribution profit (loss):

Revenues $ 574,57 $ 307,92: 87 %
Cost of revenues 511,96: 351,29: 46 %
Marketing 112,87¢ 99,38: 14%
Contribution loss (50,26) (142,75) (65)%
Contribution margin (9% (46)%

The $266.7 million increase in our internationalareues was primarily due to the 88% growth in therage number of paid international
memberships. The increase in average monthly revpaupaying member resulting from our price insee@&as offset by the impact of
unfavorable changes in foreign exchange rates.

The $160.7 million increase in international cdstavenues was primarily due to a $135.2 millioarease in content licensing expenses

relating to our existing and new streaming contrduding more exclusive and original programmi@gher costs increased $25.5 million
primarily due to increases in our content delivexpenses, costs associated with our customer saralccenters and payment processing fee:

all driven by our growing member base.

International marketing expenses for the six moetided June 30, 2014 increased $13.5 million apaced to the six months ended
June 30, 2013 mainly due to expenses for terrgédaenched in the last twelve months, as well aseased marketing spend in the U.K. and
Ireland.

International contribution losses improved $92.8iari for the six months ended June 30, 2014 as comparb@ six months ended Ju
30, 2013, as a result of growing memberships aneitges faster than content and marketing spending.

Domestic DVD Segment
Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

As of/ Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Members:
Net losses (397 (47%) (18)%
Members at end of period 6,261 7,50¢ AN%
Paid members at end of period 6,167 7,36¢ (16)%
Average monthly revenue per paying member $ 10.2¢ % 10.1¢ — %

Contribution profit:

Revenues $ 194,72: $ 232,38 (16)%
Cost of revenues 101,92¢ 123,671 (18)%
Marketing — 9¢ (100%
Contribution profit 92,79: 108,60t (15)%

Contribution margin 48% 47%
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In the Domestic DVD segment, we derive revenuesifoor DVD-by-mail membership services. The pricegan for DVD-by-mail
varies from $4.99 to $43.99 per month accordinthéoplan chosen by the member. DVD-by-mail plafieidby the number of DVDs that a
member may have out at any given point. Memberdiatpaccess to high definition Bhay discs in addition to standard definition DV e[z
surcharge ranging from $2 to $4 per month for oasinpopular plans.

The $37.7 million decrease in our domestic DVD rexes was due to a 17% decrease in the average nofrised memberships.

The $21.7 million decrease in domestic DVD costesenues was primarily due to a $6.0 million desega content acquisition expenses
and a $10.1 million decrease in content delivepyesmses resulting from a 21% decrease in the nuafligyDs mailed to members. The
decrease in shipments was driven by a declineeimtimber of DVD memberships coupled with a decreassage by these members. Other
costs, primarily those associated with content @ssing and customer service center expenses, dedr$8.6 million primarily due to a
decrease in hub operation expenses resulting fnendécline in DVD shipments.

Our Domestic DVD segment had a contribution maafia8% for the three months ended June 30, 20Xywas relatively flat as
compared to the three months ended June 30, 2013.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

As of/ Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Members:

Net losses (669) (71€) (7%
Members at end of period 6,261 7,50¢ AN%
Paid members at end of period 6,167 7,36¢ (16)%
Average monthly revenue per paying member $ 102t $ 10.21 — %

Contribution profit:

Revenues $ 399,07t $ 475,67 (16)%
Cost of revenues 208,75: 253,40. (18)%
Marketing — 17:¢ (100%
Contribution profit 190,32: 222,09 (14%
Contribution margin 48% 47%

The $76.6 million decrease in our domestic DVD rexes was due to a 17% decrease in the average nofrised memberships.

The $44.6 million decrease in domestic DVD costevenues was primarily due to a $10.8 million dasesin content acquisition
expenses and a $22.6 million decrease in contdimedeexpenses resulting from a 21% decreasedmtimber of DVDs mailed to members.
The decrease in shipments was driven by a dedlitieei number of DVD memberships coupled with a el@se in usage by these members.
Other costs, primarily those associated with cdrpenocessing and customer service center expetsessased $11.2 million primarily due to a
decrease in hub operation expenses resulting fnerdécline in DVD shipments.

Our Domestic DVD segment had a contribution maafid8% for the six months ended June 30, 2014 vaasdrelatively flat as
compared to the six months ended June 30, 2013.

Consolidated Operating Expenses

Technology and Devel opment

Technology and development expenses consist objpayrd related costs incurred in making improvetsa our service offerings,
including testing, maintaining and modifying oueugterface, our recommendation, merchandisingcamdent delivery technology, as well
our telecommunications systems and infrastructdreshnology and development expenses also inclosks associated with computer
hardware and software.

Three months ended June 30, 2014 as compared to the three months ended June 30, 2013
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Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Technology and development $ 115,18 $ 93,12¢ 24%
As a percentage of revenues 9% 9%

The $22.1 million increase in technology and depelent expenses was primarily due to a $20.2 milligrease in personnel-related
costs including stockased compensation expense resulting from a 10%tlyia average headcount supporting continued ingareents in ot
streaming service and our international expansionpled with an increase in average employee cosapiem.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Technology and development $ 22549 $ 185,10: 22%
As a percentage of revenues 9% 9%

The $40.4 million increase in technology and depelent expenses was primarily due to a $39.6 millierease in personnel-related
costs including stock-based compensation expessétirgy from a 9% growth in average headcount sttpmpcontinued improvements in our
streaming service and our international expansioapled with an increase in average employee cosapiem.

General and Administrative

General and administrative expenses consist ofoflaymd related expenses for corporate personaeliedl as professional fees and other
general corporate expenses. General and administetpenses also include the gain on disposaMB®

Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
General and administrative $ 60,01: $ 43,84+ 37%
As a percentage of revenues 4% 4%

General and administrative expenses increased #iifii@n primarily due to a $13.9 million increasepersonnel related costs including
stock-based compensation expense resulting frod¥@iBcrease in average headcount to support owthyeoupled with an increase in
average employee compensation.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
General and administrative $ 11591 $ 87,97( 32%
As a percentage of revenues 4% 4%

General and administrative expenses increased #alli®n primarily due to a $27.6 million increasepersonnel related costs including
stock-based compensation expense resulting froB¥aiBcrease in average headcount to support owthyeoupled with an increase in
average employee compensation.
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Interest Expense
Interest expense consists primarily of the inteassbciated with our outstanding long-term debigakibns, including the amortization of
debt issuance costs, as well as interest on ose li&@ancing obligations.

Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Interest expense $ (13,329 $ (7,52¢) 77%
As a percentage of revenues 1% 1%
Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013
Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Interest expense $ (2338) $ (14,269 64%
1% 1%

As a percentage of revenues

Interest expense for the three and six months edgee 30, 2014 consisted primarily of $12.5 millafnnterest accrued per quarter on
our notes. The increase in interest expense fathtiee and six months ended June 30, 2014 as cethfe three and six months ended June

30, 2013 was due to the higher aggregate prinoipiaterest bearing notes outstanding.

Interest and Other I ncome (Expense)

Interest and other income (expense) consists pityrarinterest earned on cash, cash equivalerdsshaort-term investments and foreign
exchange gains and losses on foreign currency deated balances.

Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

Three Months Ended Change
June 30, June 30,
2014 2013 Q2'14 vs. Q2'13
(in thousands, except percentages)
Interest and other income (expense) $ 1,10C % (2,940 137%
Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013
Six Months Ended Change
June 30, June 30, YTD'14 vs.
2014 2013 YTD'13
(in thousands, except percentages)
Interest and other income (expense) $ 2,501 $ (1,969 227%

Interest and other income (expense) increasedhéothree and six months ended June 30, 2014 asatechip the three and six months
ended June 30, 2013 primarily due to a decreaf@eign exchange losses on foreign currency denat@ihbalances.

Extinguishment of Debt

In connection with the redemption of the outstagd$200.0 million aggregate principal amount of 8%0% Notes, we recognized a loss
on extinguishment of debt of $25.1 million in tteee months ended March 31, 2013, which considtedpenses associated with the
redemption, including a $19.4 million premium payrpursuant to the make-whole provision in the itdee governing the 8.50% Notes.



Provision for Income Taxes
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The effective tax rates for the three months enlied 30, 2014 and 2013 were 39% and 37%, resplgctiee effective tax rates for the
six months ended June 30, 2014 and 2013 were 40982%b, respectively. The effective tax rates ferttiree and six months ended June 30,
2014 differed from the federal statutory rate prilgadue to state taxes, foreign taxes and nond@slaexpenses. The effective tax rates fol
three and six months ended June 30, 2013 diffeced the federal statutory rate primarily due tdestaxes, foreign taxes and nondeductible
expenses offset by a discrete benefit recordeBtdderal R&D credit. On January 2, 2013, the AmeriTaxpayer Relief Act of 2012 (H.R. 8)
was signed into law which retroactively extendesl Flederal R&D credit from January 1, 2012 througitémber 31, 2013. As a result, the
Company recognized the retroactive benefit of iE22Federal R&D credit of approximately $3.1 mitlias a discrete item in the first quarter
of 2013, the period in which the legislation waa&ed.

The increase in our effective tax rates for theg¢tmonths ended June 30, 2014 as compared torégerttonths ended June 30, 2013 was
primarily attributable to the expiration of the feedl R&D tax credit on December 31, 2013. The iaseein our effective tax rates for the six
months ended June 30, 2014 as compared to theosithmended June 30, 2013 was primarily attribetédothe expiration of the Federal R&D
tax credit on December 31, 2013 and from the disatem recorded in the first quarter of 2013 redatio the retroactive benefit of the 2012
Federal R&D credit.

Liquidity and Capital Resources

Cash, cash equivalents and short-term investmesns $4,714.4 million and $1,200.4 million at Jufe 2014 and December 31, 2013,
respectively. In February 2014, we issued $400lDomiaggregate principal amount of 5.750% Seniotd$ due 2024 (the "5.750% Notes")
February 2013, we issued $500.0 million aggregateipal amount of 5.375% Senior Notes due 202& (1375% Notes"). We used
approximately $224.5 million of the net proceedsaeem our outstanding 8.50% Notes, including@4smillion make-whole premium and
$5.1 million of accrued and unpaid interest.

Our primary uses of cash include content acquisitiod licensing, content delivery, marketing progsaand payroll. We expect to
continue to make significant investments to licesiseaming content both domestically and intermatily and to substantially increase our
investment in original content. We also expectigmificantly increase our investments in internatibexpansion, including substantial
expansion in Europe in the third quarter of 201arRent terms for certain content agreements require upfront cash payments relative to
the expense and therefore, future investments doydect our liquidity.

Our ability to obtain any additional financing tivae may choose to, or need to, obtain to financdrgarnational expansion, our
investment in original content or otherwise, wigigtnd on, among other things, our developmenttsffbusiness plans, operating performanci
and the condition of the capital markets at thestime seek financing. We may not be able to obtaih §inancing on terms acceptable to us or
at all. If we raise additional funds through theuiance of equity or debt securities, those seearitiay have rights, preferences or privileges
senior to the rights of our common stock, and eocldholders may experience dilution.

As of June 30, 2014 , $83.6 million of cash andhaapuivalents were held by our foreign subsidiatiethese funds are needed for our
operations in the U.S., we would be required toweand pay U.S. income taxes and foreign withimgldaxes on the amount associated with
undistributed earnings for certain foreign subsidma

Free Cash Flow

We define free cash flow as cash provided by operand investing activities excluding the non-@temnal cash flows from purchases,
maturities and sales of short-term investmentsbdlieve free cash flow is an important liquidity tniebecause it measures, during a given
period, the amount of cash generated that is daita repay debt obligations, make investmentsfandertain other activities. Free cash flow
is considered a non-GAAP financial measure andlghuat be considered in isolation of, or as a Stdistfor, net income, operating income,
cash flow provided by operating activities, or atlyer measure of financial performance or liquigitgsented in accordance with GAAP.

In assessing liquidity in relation to our resulfoperations, we compare free cash flow to netrimeonoting that the three major recurr
differences are excess content payments over egpras-cash stock-based compensation expense lagrdnwadrking capital differences which
include deferred revenue, taxes and semi-annugkisit payments on our outstanding debt. Our reloleisdrom members settle quickly and
deferred revenue is a source of cash flow. Foastheg content, we typically enter into multi-yei@ehses with various content providers that
may result in an increase in content library amdm@esponding increase in liabilities on the Coitltéd Balance Sheets. The payment tern
these license fees may extend over the term dfdbiese agreements, which typically range frommsoaths to five years.
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Three months ended June 30, 2014 as compared to the three months ended June 30, 2013

Three Months Ended

June 30, June 30,
2014 2013
(in thousands)

Net cash provided by operating activities $ 56,02: $ 33,94
Net cash used in investing activities (28,959 (127,68
Net cash provided by financing activities 28,47: 48,95¢
Non-GAAP free cash flow reconciliation:

Net cash provided by operating activities 56,02« 33,94
Acquisition of DVD content library (20,98)) (14,027
Purchases of property and equipment (19,869 (8,089
Other assets 1,12¢ 1,08
Non-GAAP free cash flow $ 16,30: $ 12,91¢

Cash provided by operating activities increased B2dllion, primarily due to an increase in subption revenues of $271.0 million or
25%. This increase was partially offset by increlgs@yments for content acquisition and licensidgeothan DVD library of $184.2 million or
29% as well as increased payments associated igitlethoperating expenses.

Cash used by investing activities decreased $98liom primarily due to an increase of $117.4 moifl in proceeds from the sale and
maturities of short-term investments, net of pusesa

Cash provided by financing activities decreased %$2tllion primarily due to a decrease of $14.4liwil in proceeds from the issuance
common stock.

Free cash flow was $54.7 million lower than nebme for the three months ended June 30, 2014 phyndare to $109.5 million of
content cash payments over expense, partiallytdifs€29.3 million of non-cash stock-based compgmsaxpense and $25.5 million
favorable other working capital differences.

Free cash flow was $16.6 million lower than nebme for the three months ended June 30, 2013 plyndare to $47.1 million of conte
cash payments over expense, partially offset byGbdfilion of non-cash stock-based compensatioreagp and $12.5 million favorable other
working capital differences.

Sx months ended June 30, 2014 as compared to the six months ended June 30, 2013

Six Months Ended

June 30, June 30,
2014 2013
(in thousands)
Net cash provided by operating activities $ 92,38: $ 21,69
Net cash provided by (used in) investing activities 28,68t (306,92)
Net cash provided by financing activities 486,65¢ 370,54:

Non-GAAP free cash flow reconciliation:

Net cash provided by operating activities 92,38: 21,69:
Acquisition of DVD content library (35,89 (35,216)
Purchases of property and equipment (33,209 (20,20¢)
Other assets 1,42¢ 5,13i
Non-GAAP free cash flow $ 24,70¢ $ (28,59
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Cash provided by operating activities increased B#tllion, primarily due to an increase in subption revenues of $517.2 million or
25%. This increase was partially offset by increlgs@yments for content acquisition and licensidgeothan DVD library of $317.0 million or
24% as well as increased payments associated igitlethoperating expenses.

Cash provided by investing activities increased5833nillion, primarily due to a decrease of $358ullion in purchases of short-term
investments, net of proceeds from sales and miasirit

Cash provided by financing activities increased@21 Inillion primarily due to the $392.9 million ngtoceeds from the issuance of the
5.750% Notes in the six months ended June 30, 20fd¥pared to the $490.6 million net proceeds froeissuance of the 5.375% Notes less
the $219.4 million redemption of our 8.50% Noteshia six months ended June 30, 2013.

Free cash flow was $99.4 million lower than nebme for the six months ended June 30, 2014 prigndué to $220.1 million of content
cash payments over expense, partially offset byl$gHllion of non-cash stock-based compensatiorergp, $25.6 million in deferred revenue
and $40.0 million favorable other working capitéfetences.

Free cash flow was $60.8 million lower than nebime for the six months ended June 30, 2013 prigndué to $144.3 million of content
cash payments over expense partially offset by&8#llion non-cash stock-based compensation expé&27 million favorable other
working capital differences and $25.1 million lassdebt extinguishment (a financing activity).

Contractual Obligations

For the purpose of this table, contractual oblmatifor purchases of goods or services are definedjreements that are enforceable anc
legally binding and that specify all significantrtes, including: fixed or minimum quantities to berphased; fixed, minimum or variable price
provisions; and the approximate timing of the teantion. The expected timing of payment of the adiligns discussed below is estimated b
on information available to us as of June 30, 20I4ning of payments and actual amounts paid magitberent depending on the time of
receipt of goods or services or changes to agrped-amounts for some obligations. The followingeatummarizes our contractual
obligations at June 30, 2014 :

Payments due by Period

Less than More than
Contractual obligations (in thousands): Total 1 year 1-3 years 3-5 years 5 years
Streaming content obligations (1) $ 7,728,051 $ 3,304,36 $ 3,732,38 $ 653,40¢ $ 37,89
Debt (2) 1,316,52. 50,51« 99,75( 99,75( 1,066,51
Lease obligations (3) 199,55¢ 27,55( 57,78 34,05: 80,16¢
Other purchase obligations (4) 358,25’ 163,55: 172,20t 22,50( —
Total $ 9,602,38 $ 3,54598 $ 4,062,12. $ 809,71. $ 1,184,57.

(1) Streaming content obligations are relatedr@esning content licenses. As of June 30, 2014h sbligations were comprised of $1.8
billion included in "Current content liabilities’hd $1.4 billion of "Non-current content liabilitteen the Consolidated Balance Sheets
and $4.5 billion of obligations that are not refegt on the Consolidated Balance Sheets as theptdgehmeet the criteria for asset
recognition.

A streaming content obligation is incurred at tineetwe enter into a license agreement. Once abib®mes available, a content liability
is generally recorded on the Consolidated Balate®. Certain agreements include the obligatidic¢ase rights for unknown future
titles, the ultimate quantity and / or fees for @fhare not yet determinable as of the reporting.d&cause the amount is not reasonabl;
estimable, we do not include any estimated obligafor these future titles beyond the known minimammount. However, the unknown
obligations are expected to be significant andetipected timing of payments could range primanbnf one year to more than five
years.

(2) Longterm debt obligations include our 5.375% Notes 2u7®0% Notes consisting of principal and interestments
(3) Lease obligations include lease financinggdiions of $10.9 million related to our current L®atos, California headquarters for which
we are the deemed owner for accounting purposes@ndhitments of $188.7 million for facilities undeon-cancelable operating leas

with various expiration dates through approximagdg5, including commitments of $121.2 million facilities lease agreements wh
will commence after the leased buildings have lmstructed.
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(4) Other purchase obligations include all othem4sancelable contractual obligations. These cotgrare primarily related to streaming
content delivery, DVD content acquisition, and mitmeous open purchase orders for which we hat/eeneived the related services
goods.

As of June 30, 2014 , we had gross unrecognizetaagfits of $78.6 million and an additional $4.4lion for gross interest and
penalties classified as “Other non-current lialgitit on the Consolidated Balance Sheets. At thig tiwe are not able to make a reasonably
reliable estimate of the timing of payments in indual years due to uncertainties in the timingaof audit outcomes; therefore, such amounts
are not included in the above contractual obligatable.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not engafgpeainy transactions with unconsolidated entigesh as entities often referred to as
structured finance or special purpose entities rellyewe have financial guarantees, subordinateded interests, derivative instruments, or
other contingent arrangements that expose us terialtontinuing risks, contingent liabilities, any other obligation under a variable interest
in an unconsolidated entity that provides financifguidity, market risk, or credit risk support tis.

I ndemnification

The information set forth under Note 10 in the sdtethe consolidated financial statements undec#ption “Indemnification” is
incorporated herein by reference.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesi@ntonformity with accounting principles geneyakccepted in the United States
requires management to make estimates and assms it affect the reported amounts of assetsiabitities, disclosures of contingent
assets and liabilities at the date of the finamstialements, and the reported amounts of revemaeexgpenses during the reported periods. The
SEC has defined a company'’s critical accountingcfasd as the ones that are most important to tiegyal of a company’s financial condition
and results of operations, and which require a @ypo make its most difficult and subjective judgits. Based on this definition, we have
identified the critical accounting policies and gmdents addressed below. We base our estimatestonital experience and on various other
assumptions that we believe to be reasonable uhdaircumstances. Actual results may differ frémese estimates.

Streaming Content

We license rights to stream TV shows, movies, aiglral content to members for unlimited viewindi€ge licenses are for a fixed fee
and specify license windows that generally rangefsix months to five years. Payment terms foratertontent agreements require more
upfront cash payments relative to the expense.

We capitalize the fee per title and record a cqasding liability at the gross amount of liabilgigvhen the license period begins, the cos
of the title is known and the title is accepted amdilable for streaming. The portion availablegtreaming within one year is recognized as
“Current content library” and the remaining portias “Non-current content library” on the Consol&thBalance sheets. The acquisition of
streaming content licenses rights and the chamgeddted liabilities, are classified within casged in operating activities on the Consolidated
Statements of Cash Flows.

We amortize the content library in “Cost of revesiten a straight line or on an accelerated basisppropriate:

» For content that does not premiere on the Nes#irvice (representing the vast majority of cot)ieme amortize on a straightie basis
over the shorter of each title's contractual winddavailability or estimated period of use, begngwith the month of first
availability. The amortization period typically iges from six months to five years.

» For content that premieres on the Netflix sexyiwe expect more upfront viewing due to the addél merchandising and marketing
efforts for this original content available only bietflix. Hence, we amortize on an acceleratedsbasér the amortization period,
which is the shorter of four years or the licensdq, beginning with the month of first availabililf a subsequent season is added,
the amortization period is extended by a year.

» Ifthe cost per title cannot be reasonably estéd, the license fee is not capitalized and arst®xpensed on a straight line basis ove
the license period. This typically occurs whenlibense agreement does not specify the numbeties tthe license fee per title or the
windows of availability per title.

The content library is stated at the lower of ungiimed cost or net realizable value. Streaming @onlicenses (whether capitalized or |
are reviewed in aggregate at the geographic rdgiai for impairment when an event or change inwinstances indicates a change in the
expected usefulness of the content. The level ofjiggphic aggregation is determined based on tharsing content rights which are generally
specific to a geographic region inclusive of seveoantries (such as Latin America). No materiakevdown from unamortized cost to a lower
net realizable value was recorded in any of theogdermpresented.
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We have entered into certain licenses with perfogmights organizations ("PROs"), and are curreimtplved in negotiations with other
PROs, that hold certain rights to music and otimergainment works "publicly performed" in connectiwith streaming content into various
territories. Accruals for estimated license feesracorded and then adjusted based on any changsmates. These amounts are included ir
the streaming content obligations. The resulthe$¢ negotiations are uncertain and may be mayadifferent from management's estimates.

Income Taxes

We record a provision for income taxes for the@péited tax consequences of our reported resutip@fations using the asset and
liability method. Deferred income taxes are recagdiby applying enacted statutory tax rates agpkc future years to differences between
the financial statement carrying amounts of exisissets and liabilities and their respective tseb as well as net operating loss and tax
carryforwards. The effect on deferred tax asseddliabilities of a change in tax rates is recogdizeincome in the period that includes the
enactment date. The measurement of deferred tatsasgeduced, if necessary, by a valuation allmedor any tax benefits for which future
realization is uncertain.

Although we believe our assumptions, judgmentsesiinates are reasonable, changes in tax lawsr éntegoretation of tax laws and t
resolution of any tax audits could significantlypgact the amounts provided for income taxes in ouasolidated financial statements.

In evaluating our ability to recover our deferrad aissets, in full or in part, we consider all &tkde positive and negative evidence,
including our past operating results, and our fastof future earnings, future taxable income andi@nt and feasible tax planning strategies.
The assumptions utilized in determining future tA®ancome require significant judgment and arestxtent with the plans and estimates we
are using to manage the underlying businessesalgperating results in future years could diff@nfi our current assumptions, judgments
estimates. However, we believe that it is moreljiklean not that substantially all deferred taxeassecorded on our Consolidated Balance
Sheets will ultimately be realized. In the eventwere to determine that we would not be able tbzeall or part of our net deferred tax asset:
in the future, an adjustment to the deferred taetswould be charged to earnings in the periadhich we make such determination.

We did not recognize certain tax benefits from utaie tax positions within the provision for incortexes. We may recognize a tax
benefit only if it is more likely than not the tawsition will be sustained on examination by thertg authorities, based on the technical merits
of the position. The tax benefits recognized infthancial statements from such positions are theasured based on the largest benefit that
has a greater than 50% likelihood of being realizeon settlement. At June 30, 201dur estimated gross unrecognized tax benefite %é8.¢
million of which $65.4 million , if recognized, wtdifavorably impact our future earnings. Due toentainties in any tax audit outcome, our
estimates of the ultimate settlement of our unraczagl tax positions may change and the actualeaefits may differ significantly from the
estimates. See Note 9 to the consolidated finastaééments for further information regarding ineotaixes.

Stock-Based Compensation

Stock-based compensation expense at the granisdadsed on the total number of options grantedaanelstimate of the fair value of the
awards.

We calculate the fair value of new stock-based camsption awards under our stock option plans usiladtice-binomial model. This
model requires the input of highly subjective asgtioms, including price volatility of the underlygrstock. Changes in the subjective input
assumptions can materially affect the estimataiofvialue of options granted and our results ofrafiens could be impacted.

»  Expected Volatility: Our computation of expected volatility is basedadsiend of historical volatility of our common skoand
implied volatility of tradable forward call optiorie purchase shares of our common stock. Our aecisiincorporate implied
volatility was based on our assessment that impl@dtility of publicly traded options in our commatock is more reflective of
market conditions and, therefore, can reasonabBxpected to be a better indicator of expectedtiitfahan historical volatility
of our common stock. We include the historical tititg in our computation due to low trade volumiour tradable forward call
options in certain periods thereby precluding sel@nce on implied volatility. An increase of 10four computation of expected
volatility would increase the total stock-based pemsation expense by approximately $2.6 milliorttierthree months ended
June 30, 2014 .

e Suboptimal Exercise Factor: Our computation of the suboptimal exercise facddydased on historical option exercise behavior ani
the terms and vesting periods of the options grhat®l is determined for both executives and nomgkees. An increase in the
suboptimal exercise factor of 10% would increasetttial stockeased compensation expense by approximately $0i6mfor the
three months ended June 30, 2014 .

Recent Accounting Pronouncements

The information set forth under Note 1 in the ndtethe condensed consolidated financial statemerder the caption “Basis of
Presentation and Summary of Significant AccounBgjcies” is incorporated herein by reference.

31




Table of Contents

Item 3. Quantitative and Qualitative Disclosures About Market Risk

For financial market risks related to changes tarigst rates and foreign currency, reference isenb@dtem 7A “Quantitative and
Qualitative Disclosures About Market Risk” contadria Part Il of our Annual Report on Form 10-K the year ended December 31, 2013 .
Our exposure to market risk has not changed sagmfly since December 31, 2013 .

Item 4. Controls and Procedure!
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer, &yated the effectiveness of our
disclosure controls and procedures (as definediiedRl3a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934, as amended) as of
the end of the period covered by this Quarterlyd®epn Form 10-Q. Based on that evaluation, oueCEkecutive Officer and Chief Financial
Officer concluded that our disclosure controls anacedures as of the end of the period coverethibyQuarterly Report on Form 10-Q were
effective in providing reasonable assurance tHatimation required to be disclosed by us in reptivés we file or submit under the Securities
Exchange Act of 1934, as amended, is (i) recorgaxtessed, summarized and reported within the pien®ds specified in the Securities and
Exchange Commissiositules and forms and (ii) accumulated and comnati@itto our management, including our Chief Exeeufficer ant
Chief Financial Officer, as appropriate, to allamely decisions regarding required disclosures.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls will preventeator and all fraud. A control system, no matiew well conceived and operated, can pro
only reasonable, not absolute, assurance thatdfeetves of the control system are met. Furthes,design of a control system must reflect the
fact that there are resource constraints, andehefits of controls must be considered relativéh&ir costs. Because of the inherent limitations
in all control systems, no evaluation of contras provide absolute assurance that all controéssind instances of fraud, if any, within the
Company have been detected.

Changesin Internal Control Over Financial Reporting

There were no changes in our internal control dwancial reporting that occurred during the quaeteded June 30, 2014 that have
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.
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Item 1.

PART Il. OTHER INFORMATION
Legal Proceeding

The information set forth under Note 10 in the sdtethe consolidated financial statements undec#ption “Legal Proceedings” is
incorporated herein by reference.

Item 1A.

Risk Factors

There have been no material changes from theaistofs as previously disclosed under the headinmgk“Ractors” in the Company’s
Annual Report on Form 10-K for the year ended Ddzeamn31, 2013 .

Item 6.

Exhibits

(a) Exhibits:

ExhibitNumber

Exhibit Description

3.1

3.2

3.3

3.5

4.1

4.2

4.3

10.1%

10.2t

10.3t

10.4t

10.5%

10.6%

10.7t

10.8

Amended and Restated Certificate of Incorporation
Amended and Restated Bylaws

Certificate of Amendment to the Amended and Redtate
Certificate of Incorporation

Certificate of Elimination of Rights, Preferencesl@rivileges
of Series A Participating Preferred Stock

Form of Common Stock Certificate

Indenture, dated as of February 1, 2013, by andd®t the
Company and Wells Fargo Bank, National Associata,
Trustee.

Indenture, dated as of February 19, 2014, by ahddsm the
Company and Wells Fargo Bank, National Associati,
Trustee.

Form of Indemnification Agreement entered into by t
registrant with each of its executive officers aictors

2002 Employee Stock Purchase Plan

Amended and Restated 2002 Stock Plan

2011 Stock Plan

Description of Director Equity Compensation Plan
Description of Director Equity Compensation Plan

Amended and Restated Executive Severance and Retent
Incentive Plan

Registration Rights Agreement, dated as of Febrliif2014

Filed
Incorporated by Reference Herewith
Form File No. Exhibit Filing Date
10-Q 00049802 31 August 2, 2004
8-K 00049802 3.1 March 20, 2009
10-Q 00049802 3.3 August 2, 2004
8-K 00135727 3.1 December 30, 201
S-1/A 33383878 4.1 April 16, 2002
8-K 00135727 4.1 February 1, 2013
8-K 00135727 4.1 February 19, 2014
S-1/A 33383878 10.1 March 20, 2002
Def 14A 00049802 A April 8, 2010
Def 14A 00049802 A March 31, 2006
Def 14A 00049802 A April 20, 2011
8-K 00049802 99.1 June 16, 2010
8-K 00049802 10.1 December 28, 20(
10-K 00135727 10.7 January 31, 2013
8-K 001-35727 10.1 February 19, 201



by and among the Company and Morgan Stanley & CQ, L
as representative of the Initial Purchasers ligi€sichedule 1

thereto
10.9t Performance Bonus Plan Def 14A 00135727 A April 28, 2014
31.1 Certification of Chief Executive Officer Pursuant$ection

302 of the Sarbanes-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection 30;

of the Sarbanes-Oxley Act of 2002 X

32.1* Certifications of Chief Executive Officer and Chlehancial
Officer Pursuant to Section 906 of the Sarbane®Akt of
2002 X

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter entlate 30,
2014 filed with the SEC on July 22, 2014, formatiekBRL
includes: (i) Consolidated Statements of Operatfonshe
Three and Six Months Ended June 30, 2014 and Z0113,
Consolidated Statements of Comprehensive Incomthéor
Three and Six Months Ended June 30, 2014 and 2013
(iii) Consolidated Balance Sheets as of June 304 2hd
December 31, 2013, (iv) Consolidated Statemenash
Flows for the Three and Six Months Ended June G804 2nd
2013 and (v) the Notes to the Consolidated Financia
Statements. X

* These certifications are not deemed filed by $iiC and are not to be incorporated by referena@yrfiling we make under the Securities
Act of 1933 or the Securities Exchange Act of 1984spective of any general incorporation languiagany filings.

t Indicates a management contract or compensatom
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to be signed on its behalf by
the undersigned thereunto duly authorized.

NETFLIX, INC.
Dated: July 22, 2014 By: /s/  REED H ASTINGS
Reed Hastings
Chief Executive Officer
(Principal executive officer)
Dated: July 22, 2014 By: /s DAVID W ELLS

David Wells
Chief Financial Officer
(Principal financial and accounting officer)
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EXHIBIT INDEX
Filed
ExhibitNumber Exhibit Description Incorporated by Reference Herewith
Form File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of Incorporation 10-Q 00049802 3.1 August 2, 2004
3.2 Amended and Restated Bylaws 8-K 00049802 3.1 March 20, 2009
3.3 Certificate of Amendment to the Amended and Redtate 10-Q 00049802 3.3 August 2, 2004
Certificate of Incorporation
3.5 Certificate of Elimination of Rights, Preferencesl@rivileges  8-K 00135727 3.1 December 30, 201
of Series A Participating Preferred Stock
4.1 Form of Common Stock Certificate S-1/A 33383878 4.1 April 16, 2002
4.2 Indenture, dated as of February 1, 2013, by andd®at the 8-K 00135727 4.1 February 1, 2013
Company and Wells Fargo Bank, National Associatan,
Trustee.
4.3 Indenture, dated as of February 19, 2014, by ahddem the 8-K 00135727 4.1 February 19, 2014
Company and Wells Fargo Bank, National Associatin,
Trustee.
10.1% Form of Indemnification Agreement entered into hg t S-1/A 33383878 10.1  March 20, 2002
registrant with each of its executive officers aictors
10.2t 2002 Employee Stock Purchase Plan Def 14A 00049802 A April 8, 2010
10.3t1 Amended and Restated 2002 Stock Plan Def 14A 00049802 A March 31, 2006
10.4% 2011 Stock Plan Def 14A 00049802 A April 20, 2011
10.5% Description of Director Equity Compensation Plan 8-K 00049802 99.1 June 16, 2010
10.6% Description of Director Equity Compensation Plan 8-K 00049802 10.1 December 28, 20(
10.7t Amended and Restated Executive Severance and Retent  10-K  001-35727 10.7 February 1, 2013
Incentive Plan
10.8 Registration Rights Agreement, dated as of Febrliarp014, 8-K 00135727 10.1 February 19, 2014
by and among the Company and Morgan Stanley & CQ, L
as representative of the Initial Purchasers ligi€sichedule 1
thereto
10.9t Performance Bonus Plan Def 14A 00135727 A April 28, 2014
311 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarbanes-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection 30:
of the Sarbanes-Oxley Act of 2002 X



32.1* Certifications of Chief Executive Officer and Chighancial
Officer Pursuant to Section 906 of the Sarbane®pAkt of
2002 X

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter entlate 30,
2014 filed with the SEC on July 22, 2014, formatiekBRL
includes: (i) Consolidated Statements of Operatfonshe
Three and Six Months Ended June 30, 2014 and Z0)L3,
Consolidated Statements of Comprehensive Incomnéor
Three and Six Months Ended June 30, 2014 and 2013
(iif) Consolidated Balance Sheets as of June 304 2(hd
December 31, 2013, (iv) Consolidated Statemen@ash
Flows for the Three and Six Months Ended June 8042nd
2013 and (v) the Notes to the Consolidated Financia
Statements. X

* These certifications are not deemed filed by $f#C and are not to be incorporated by refereneayrfiling we make under the Securities
Act of 1933 or the Securities Exchange Act of 1984spective of any general incorporation languiageny filings.

t Indicates a management contract or compensatom
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify that:
1. I have reviewed this Quarterly Report on FofivQlof Netflix, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd ave have:

a) designed such disclosure controls and procsdareaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanoggarting, or caused such internal control overrfagia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princijples

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on

such evaluation; and

d) disclosed in this report any change in thestegint’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter that hasenally affected, or is reasonably likely to maadly affect, the registrant’s

internal control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weaknsssahe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information;

and

b) any fraud, whether or not material, that ineslvmanagement or other employees who have a samtifiole in the registraist
internal control over financial reporting.

Dated: July 22, 2014 By: /'s/ REED H ASTINGS
Reed Hastings

Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David Wells, certify that:
1. I have reviewed this Quarterly Report on FofivQlof Netflix, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd ave have:

a) designed such disclosure controls and procsdareaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanoggarting, or caused such internal control overrfagia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princijples

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehis report based on

such evaluation; and

d) disclosed in this report any change in thestegint’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter that hasenally affected, or is reasonably likely to maadly affect, the registrant’s

internal control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weaknsssahe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information;

and

b) any fraud, whether or not material, that ineslvmanagement or other employees who have a samtifiole in the registraist
internal control over financial reporting.

Dated: July 22, 2014 By: /s/ DAvVID W ELLS
David Wells

Chief Financial Officer




EXHIBIT 32.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify, pursuant to 18 U.S.Gti®a 1350, as adopted pursuant to Section 90beoSarbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifiet the quarter ended June 30, 2014 fully compldigk the requirements of Section 13(a) or

15(d) of the Securities Exchange Act of 1934 arad ithformation contained in such report fairly gmets, in all material respects, the financial
condition and results of operations of Netflix, Inc

Dated: July 22, 2014 By: /s!/ REED HASTINGS

Reed Hastings
Chief Executive Officer

I, David Wells, certify, pursuant to 18 U.S.C. Sect1350, as adopted pursuant to Section 906 db#tbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifiet the quarter ended June 30, 2014 fully compligk the requirements of Section 13(a) or

15(d) of the Securities Exchange Act of 1934 arad ithformation contained in such report fairly gmets, in all material respects, the financial
condition and results of operations of Netflix, Inc

Dated: July 22, 2014 By: /s/ DAvVID W ELLS

David Wells
Chief Financial Officer




