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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETAND MAY BE CHANGED. WE MAY NOT SELL THESE
SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WH THE SECURITIES AND EXCHANGE COMMISSION IS
EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SEIHMESE SECURITIES AND IS NOT SOLICITING AN OFFER TBUY
THESE SECURITIES IN ANY STATE WHERE THE OFFER OR BAIS NOT PERMITTED.

SUBJECT TO COMPLETION
PRELIMINARY PROSPECTUS DATED , 2002

PROSPECTUS
SHARES
[LOGO] NETFLIX, INC.

COMMON STOCK

This is Netflix, Inc.'s initial public offering afommon stock. We are selling all of the shares.

We expect the public offering price to be betweem@ $ per share. Currently, no public market eXist the shares. After pricing of the
offering, we expect that the shares will be quatedhe Nasdaq National Market under the symbol "XIFL

INVESTING IN OUR COMMON STOCK INVOLVES RISKS THAT A RE DESCRIBED IN THE

"RISK FACTORS" SECTION BEGINNING ON PAGE 5 OF THIS PROSPECTUS.

P ER SHARE TOTAL
Public offering price........c...ccccevveuneae.. $ $
Underwriting discount.............c..ccocv.... $ $
Proceeds, before expenses, to Netflix, Inc....... $ $

The underwriters may also purchase up to an additishares from us at the public offering priceslthe underwriting discount, within 30
days from the date of this prospectus to cover-alletments.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved of these securities
determined if this prospectus is truthful or contlé\ny representation to the contrary is a crirhafense.

The shares will be ready for delivery on or abd2@02.

MERRILL LYNCH & CO.

THOMAS WEISEL PARTNERS LLC

U.S. BANCORP PIPER JAFFRAY

The date of this prospectus is , 20
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SUMMARY

THIS SUMMARY HIGHLIGHTS INFORMATION CONTAINED ELSEWHERE IN THIS PROSPECTUS. YOU SHOULD READ THE
ENTIRE PROSPECTUS CAREFULLY, INCLUDING "RISK FACTGR AND OUR FINANCIAL STATEMENTS AND THE NOTES TO
THOSE FINANCIAL STATEMENTS APPEARING ELSEWHERE INHIS PROSPECTUS BEFORE YOU DECIDE TO INVEST IN Ol
COMMON STOCK.

OUR COMPANY

We are the largest online entertainment subscrig@vice in the United States providing more t6@8,000 subscribers access to a
comprehensive library of more than 11,500 movikevision and other filmed entertainment titles. Gtandard subscription plan allows
subscribers to have three titles out at the same Wwith no due dates, late fees or shipping chaae®l9.95 per month. Subscribers can view
as many titles as they want in a month. Subscribelet titles at our Web site (WWW.NETFLIX.COMyad by our proprietary CineMatch
technology, receive them on DVD by firdiass mail and return them to us at their conver@iersing our prepaid mailers. Once a title has
returned, we mail the next available title in asariber's queue. In 2001, our total revenues wébsedmillion and our net loss was $38.6
million. For the three months ended March 31, 2@Q2 total revenues were $30.5 million and ourlogs was $3.6 million.

In 2001, domestic consumers spent more than $8@rbdn in-home filmed entertainment, representaipgroximately 80% of total filmed
entertainment expenditures, according to Adams MBdisearch. Consumer video rentals and purchasgwised the largest portion of in-
home filmed entertainment, representing $23 billimn73% of the market in 2001, according to Adaneslia Research.

The home video segment of the in-home filmed eai@mient market is undergoing a rapid technologysitaon away from VHS to DVD.
The DVD player is the fastest selling consumerteteics device in history, according to DVD Ent@rtaent Group. In September 2001,
standalone set-top DVD player shipments outpaceR ¥kipments for the first time in history, and ttrend continued throughout the
remainder of 2001. At the end of 2001, approxinya®& million U.S. households had a standalonegeBV/D player, representing an
increase of 97% in 2001. Adams Media Research atgsithat the number of U.S. households with a pl4yer will grow to 67 million in
2006, representing approximately 60% of U.S. tsiewi households in 2006.

Our subscription service has grown rapidly sinsdatinch in September 1999. We believe our growthteen driven primarily by our
unrivalled selection, consistently high levels nftomer satisfaction, rapid customer adoption obayers and our increasingly effective
marketing strategy. We primarily use pay-for-pemfance marketing programs and free trial offerscguare new subscribers. In the San
Francisco Bay area, where the U.S. Postal Sergigerake one- or two-day deliveries from our Same dtistribution center, approximately
2.8% of all households subscribe to Netflix.

Our proprietary CineMatch technology enables usr¢ate a customized store for each subscribercagdrterate personalized
recommendations which effectively merchandize aumgrehensive library of titles. We provide morerti® million personal
recommendations daily. In March 2002, more tha®Qad of our more than 11,500 titles were selectedunsubscribers.

We currently provide titles on DVD only. We are fsed on rapidly growing our subscriber base andmees and utilizing our proprietary
technology to minimize operating costs. Our techgyplis extensively employed to manage and integratéousiness, including our Web site
interface, order processing, fulfilment operatiamsl customer service. We believe our technology allows us to maximize our library
utilization and to run our fulfillment operations & flexible manner with minimal capital requirerten
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Our scalable infrastructure and online interfadeiglate the need for expensive retail outlets dlmvaus to service our large and expanding
subscriber base from one primary distribution ceatel a series of low-cost regional distributiontees. We utilize proprietary technology
developed in-house to manage the shipping andviageif a total of 5.3 million DVDs per month. Osoftware automates the process of
tracking and routing titles to and from each of digtribution centers and allocates order respdlitib among them. We plan to operate low-
cost regional distribution centers throughout thitéd States to reduce delivery times and incrébsay utilization.

We were incorporated in Delaware in August 1997 @mhged our name from NetFlix.com, Inc. to Nefflnc. in March 2002. Our execut|
offices are located at 970 University Avenue, L@d3, California 95032, and our telephone numb#rataddress is (408) 399-3700. Our
Web site is located at http://www.netflix.com. Tihnormation contained in our Web site does not titute a part of this prospectus.
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THE OFFERING

Common stock offered by Netflix........ sha res

Common stock to be outstanding after

the offering.......cccccccceeeeenn. sha res
Use of proceeds...........cceeeennnne We estima te that our net proceeds
from this offering will be
approxima tely $ million. We intend

to use the net proceeds for:

. repayment of approximately $13.9 million of intktiness under our subordinated promissory notelsidimg accrued interest as of March
31, 2002; and

. general corporate purposes, including workingtahp

Risk factors..........ccccoeevvveeenne See "Risk Factors" and other
informati on included in this
prospectu s for a discussion of
factors y ou should carefully consider
before de ciding to invest in shares
of our co mmon stock.

Proposed Nasdaqg National Market symbol. NFLX

Unless we indicate otherwise, all information irsthrospectus: (1) assumes no exercise of theal@ment option granted to the
underwriters;

(2) assumes the conversion into common stock df eatstanding share of our preferred stock, whithoscur automatically upon the
completion of this offering; (3) is based upon 4,271 shares outstanding as of March 31, 200Rjdimgy shares to be issued to certain
studios immediately prior to this offering basedoam capitalization as of March 31, 2002; (4) gie#fect to a proposed for reverse stock split
to be effected prior to the completion of this afig; and (5) excludes:

. 12,861,856 shares of common stock issuable uppmxercise of stock options outstanding as of M&d; 2002, with a weighted average
exercise price of $1.00 per share and 3,400,59%slwd common stock available for future optionngsaunder our 1997 Stock Plan and 2002
Stock Plan, as of March 31, 2002;

. 21,053,931 shares of common stock issuable upertise of warrants with a weighted average exengitce of $1.07 per share; and
. 1,750,000 shares of common stock reserved foaisse under our 2002 Employee Stock Purchase Plan.
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SUMMARY FINANCIAL AND OTHER DATA

The summary financial data below should be readttmy with "Management's Discussion and AnalysiBinancial Condition and Results of
Operations" and the consolidated financial statésand the related notes included elsewhere irptioispectus.

STATEMENT OF OPERATIONS DATA:
Total reVeNUES.......cccvveeeiieeieeieeeeans $
Gross profit (I0SS)......ccveeeevieveeeenninn.
Operating loss
Nt 10SS...eviviiiiiiieeiee e
Net loss per share:

Basic and diluted..............cccceeeienne $

Pro forma--basic and diluted/(2)/.............

Supplemental pro forma/(2)/...................
Number of shares used in computing per shares
amounts:

Basic and diluted..............cccceeennnns

Pro forma--basic and diluted/(1)/.............

Supplemental pro forma/(2)/...................

BALANCE SHEET DATA:

Cash and cash equivalents...........ccccco....... $
Working capital (deficit)
Total aSSetS.....oovviiieeiiiiiiieeiiiieeee

Long-term debt, less current portion.............
Redeemable convertible preferred stock...........
Stockholders' equity (deficit)...................

OTHER DATA:
EBITDA/(4)/ (unaudited)...........cccccuvrnne. $
Number of subscribers (unaudited)................
Net cash provided by (used in):
Operating activities
Investing activities.....
Financing activities

THREE MONTHS
YEAR ENDED DECEMBER 31, ENDED MARCH 31,

1999 2000 2001 2001 2002

(IN THOUSANDS EXCEPT PER SHARE DATA)

5,006 $ 35,894 $75,912 $ 17,057 $30,527
633 11,033 26,005 (1,120) 15,369
(30,031) (57,557) (37,227) (20,417) (3,151)
(29,845) (57,363) (38,618) (20,598) (3,605)

(7.13) $ (13.52) $ (7.05) $ (4.09) $ (0.59)
$ (0.91) $ (0.08)

4,183 4,243 5,479 5,039 6,141
42,296 44,503

AS OF MARCH 31, 2002

PRO FORMA
ACTUAL PRO FORMA/(1)/ AS ADJUSTEDI/(3)/

(IN THOUSANDS)

15,671 $15,671 $
(9,547)  (9,547)
44,306 44,306
4117 4117
101,830 -
(91,306) 10,524

THREE MONTHS
YEAR ENDED DECEMBER 31, ENDED MARCH 31,

1999 2000 2001 2001 2002

(IN THOUSANDS EXCEPT PER SHARE DATA)

(21,223) $(28,179) $ (1,716) $(3,600) $ 3,583
107 292 456 303 603

(16,529) $(22,706) $ 4,847 $(2,805) $ 6,505
(19,742) (24,972) (12,670) (4,087) (5,798)
49,408 48,375 9,059 (927) (1,167)

(1) The pro forma balance sheet data, pro formdosstper share--basic and diluted, and pro foramlrer of shares--basic and diluted give
effect to the conversion of all outstanding sharfesur preferred stock, including the Series F Namting Preferred Stock to be issued to
studios immediately prior to this offering, intoashs of common stock automatically upon completibthnis offering.

(2) The supplemental pro forma net loss per shaasie and diluted gives effect to the repaymemiusfsubordinated promissory notes with
the proceeds from the offering for the shares galeld to repay these subordinated promissory notes

(3) The pro forma as adjusted column gives effethé sale of shares of common stock offered kgt @ assumed initial public offering
price of $ per share and the application of thepneteeds from the offering, after deducting undging discounts and commissions and
estimated offering expenses, including repaymewuofsubordinated promissory notes.

(4) EBITDA consists of operating loss before defatien, amortization, non-cash charges for equistruments granted to non-employees
and stock-based compensation. EBITDA provides tmradtive measure of cash flow from operations. ¥lould not consider EBITDA as a
substitute for operating loss, as an indicatorwfaperating performance or as an alternative $b @aws from operating activities as a
measure of liquidity. We may calculate EBITDA dikatly from other companies.



RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBEDEHROW BEFORE BUYING SHARES IN THIS OFFERING. IF
ANY OF THE FOLLOWING RISKS ACTUALLY OCCUR, OUR BUSESS, FINANCIAL CONDITION AND RESULTS OF
OPERATIONS COULD BE HARMED. IN THAT CASE, THE TRAING PRICE OF OUR COMMON STOCK COULD DECLINE, AND
YOU COULD LOSE ALL OR PART OF YOUR INVESTMENT.

RISKS RELATED TO OUR BUSINESS

WE HAVE A LIMITED OPERATING HISTORY AND HISTORY OF NET LOSSES, AND WE ANTICIPATE THAT WE WILL
EXPERIENCE NET LOSSES FOR THE FORESEEABLE FUTURE.

You should consider our business and prospecighndf the risks, expenses and difficulties endetad by companies in their early stage of
development. We have experienced significant restds since our inception and, given the signifiopetating and capital expenditures
associated with our business plan, anticipate ooimg net losses for the foreseeable future. Itivachieve profitability, we cannot be cer
that we will be able to sustain or increase suditability. We incurred net losses of $38.6 miflifor the year ended 2001. As of March 31,
2002, we had total stockholders' deficit of $91iBiom. Only recently, beginning in 2001, have wengrated positive cash flow from
operations, and we cannot be certain that we withlble to sustain or increase such positive cashffom operations from period to period
the future. To achieve and sustain profitabilitg must accomplish numerous objectives, includidgstntially increasing the number of
paying subscribers to our service. We cannot aggurehat we will be able to achieve these objestiv

IF OUR EFFORTS TO ATTRACT SUBSCRIBERS ARE NOT SUCCESSFUL, OUR REVENUES WILL BE AFFECTED
ADVERSELY.

We must continue to attract and retain subscriB@succeed, we must continue to attract a largebeu of subscribers who have
traditionally used video retailers, video rentallets, pay cable channels, such as HBO and Showtintepay-per-view and video-on-
demand, or VOD, for in-home filmed entertainmenar @bility to attract and retain subscribers wépend in part on our ability to
consistently provide our subscribers a high quaitgerience for selecting, viewing, receiving aetiming titles, including providing
accurate recommendations through our CineMatchmtdohy. If consumers do not perceive our serviderafg to be of high quality, or if we
introduce new services that are not favorably remkby them, we may not be able to attract ormetabscribers. In addition, many of our
new subscribers originate from word-of-mouth adsarg and referrals from existing subscribers.uf efforts to satisfy our existing
subscribers are not successful, we may not betalalgract new subscribers, and as a result, mentee will be affected adversely.

WE RELY HEAVILY ON OUR PROPRIETARY TECHNOLOGY TO RRCESS DELIVERIES AND RETURNS OF OUR DVDS AND
TO MANAGE OTHER ASPECTS OF OUR OPERATIONS, AND THRRAILURE OF THIS TECHNOLOGY TO OPERATE
EFFECTIVELY COULD ADVERSELY AFFECT OUR BUSINESS.

We use complex proprietary software to procesveiéis and returns of our DVDs and to manage ahpects of our operations. Our
proprietary technology is intended to allow oumnpairy distribution center in San Jose, Californid anr recently opened regional distribut
centers to be operated on an integrated basis.ae dnly recently begun shipping DVDs from our oegil distribution centers, and we are
continuing to modify the software used to managed#livery and return process for these regiorsatidution centers as our utilization of
these facilities increases and as we open andtepedditional distribution centers. If we are umaisl maintain and enhance our technoloc
manage the processing of DVDs among our distributeEnters in a timely and efficient manner, oufigitio retain existing subscribers and
to add new subscribers may be impaired.

IF WE ARE NOT ABLE TO MANAGE OUR GROWTH, OUR BUSINE SS COULD BE AFFECTED ADVERSELY.

We have expanded rapidly since we launched our $telin April 1998. We anticipate that further empon of our operations will be
required to address any significant growth in alrssriber base and to take
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advantage of favorable market opportunities. Artyriel expansion will likely place significant demareh our managerial, operational,
administrative and financial resources. If we aveable to respond effectively to new or increadechands that arise because of our growth,
or, if in responding, our management is materidibtracted from our current operations, our busimeay be affected adversely. In addition,
if we do not have sufficient breadth and depthheftitles necessary to satisfy increased demasih@rirom growth in our subscriber base,
our subscriber satisfaction may be affected adixerse

The increased utilization of our regional distributcenters is intended to decrease the delivedlyr@turn times for DVDs. We anticipate that
subscribers will exchange more titles as a redutt@reduced time that DVDs spend in transit, shipping and delivery costs and revenue
sharing expenses will increase, which would advgisféect our operating results if not offset bglieased subscriber retention and other
mitigating factors.

We have no experience offering our subscriptiomiseroutside the United States. If we offer ouvsm outside the United States, we will
need to focus substantial resources to handlingatipaes in a foreign environment, including addiegsssues related to foreign labor marl
and the regulatory environments. As a result, camagerial, operational, administrative and finan@aources may be strained. Any
international expansion may not achieve the supison acquisition or operating results anticipatgdis at the time we determine to expand
our operations internationally.

IF WE EXPERIENCE EXCESSIVE RATES OF SUBSCRIBER CHURN, OUR REVENUES AND BUSINESS WILL BE HARMED.

We must minimize the rate of loss of existing suibers while adding new subscribers. For the 12thmended March 31, 2002, an average
of approximately 8% of our total subscribers calecktheir subscriptions each month. Subscribersealgheir subscription to our service for
many reasons, including a perception that theyalase the service sufficiently, delivery takes lmug, the service is a poor value and
customer service issues are not satisfactorilylvedoWe must continually add new subscribers hbotteplace subscribers who cancel and to
continue to grow our business beyond our currel$aiber base. If too many of our subscribers damaeservice, or if we are unable to
attract new subscribers in numbers sufficient tismgour business, our operating results will be askly affected. Further, if excessive
numbers of subscribers cancel our service, we reagduired to incur significantly higher marketiexpenditures than we currently anticig

to replace these subscribers with new subscribers.

OUR OPERATING RESULTS ARE EXPECTED TO BE DIFFICULT TO PREDICT BASED ON A NUMBER OF FACTORS
THAT ALSO WILL AFFECT OUR LONG-TERM PERFORMANCE.

We expect our operating results to fluctuate sigaiftly in the future based on a variety of factonsiny of which are outside our control and
difficult to predict. As a result, period-to-pericdmparisons of our operating results may not geaal indicator of our future or long-term
performance. The following factors may affect umirperiod-to-period and may affect our long-termfgenance:

. our ability to manage our fulfillment processe$aindle significant increases in the number ofsribers and subscriber selections;
. our ability to improve or maintain gross margim®ur business;

. changes by our competitors to their product amdise offerings;

. price competition;

. our ability to maintain an adequate breadth athdof titles;

. our ability to manage our inventory levels;

. changes in promotional support offered by studios

. our ability to maintain, upgrade and develop &b site, our internal computer systems and ofitlfaént processes and utilize efficiently
our distribution centers;



. fluctuations in consumer spending on DVD play&¢Ds and related products;

. fluctuations in the use of the Internet for theghase of consumer goods and services such asdffesed by us;

. technical difficulties, system downtime or Intetmlisruptions;

. our ability to attract new and qualified persdnnea timely and effective manner and retain engsipersonnel;

. the amount and timing of operating costs andtabpkpenditures relating to expansion of our bessn operations and infrastructure;
. our ability to effectively manage the developmeihew business segments and markets;

. our ability to maintain and develop new and éxgstnarketing relationships;

. our ability to successfully manage the integratid operations and technology resulting from asijons;

. governmental regulation and taxation policiesl an

. general economic conditions and economic contit&pecific to the Internet, online commerce amdntiovie industry.

In addition to these factors, our operating resuléy fluctuate based upon seasonal fluctuatio®™b player sales and in the use of the
Internet. During our limited operating history, Wwave experienced greater additions of new subsesrihging late fall and the winter months,
and these seasonal fluctuations may continue urdyeriods.

IF OUR EFFORTS TO BUILD STRONG BRAND IDENTITY, ANDIMPROVE SUBSCRIBER SATISFACTION AND LOYALTY ARE
NOT SUCCESSFUL, WE MAY NOT BE ABLE TO ATTRACT OR RRIN SUBSCRIBERS, AND OUR OPERATING RESULTS WIL
BE AFFECTED ADVERSELY.

The Netflix brand is only four years old, and wesincontinue to build strong brand identity. To sext, we must continue to attract and
retain a large number of owners of DVD players whwe traditionally relied on store-based rentaletsitand persuade them to subscribe to
our service through our Web site. We may be reduimencur significantly higher advertising and prational expenditures than we currently
anticipate to attract large numbers of new subsecsib/Ve believe that the importance of brand Igyaitl increase with a proliferation of

DVD subscription services and other means of dhisting titles, such as VOD. If our branding effaate not successful, our operating results
and our ability to attract and retain subscribeitshve affected adversely.

In addition, DVD players have become availablegiorchase for under $100. Purchasers of DVD plagelow price levels may be less
inclined than earlier purchasers of DVD playerfyoour subscription service or may not be willitmgcommit to a monthly subscription fee.
If we are unable to attract similar interest froewnpurchasers of DVD players as we have from pwetsaof DVD players to date, our
revenues may be affected adversely.

IF WE EXPERIENCE DELIVERY PROBLEMS OR IF OUR SUBS@EERS OR POTENTIAL SUBSCRIBERS LOSE CONFIDENCE IN
THE U.S. MAIL SYSTEM, WE COULD LOSE SUBSCRIBERS, WEH COULD ADVERSELY AFFECT OUR OPERATING RESULTS.

We rely exclusively on the U.S. Postal Servicedativeer DVDs from our distribution centers and fabscribers to return DVDs to us. We are
subject to risks associated with using the pubkdl system to meet our shipping needs, includingydecaused by bioterrorism, potential
labor activism and inclement weather. For examipléhe fall of 2001 terrorists used the U.S. PoStlvice to deliver envelopes containing
Anthrax, following which mail deliveries around thiited States experienced significant delays. @DVDs also are
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subject to risks of breakage during delivery anadtiag by the U.S. Postal Service. Our failureitoey deliver DVDs to our subscribers
could cause them to become dissatisfied and cancelervice, which could adversely affect our ofiegaresults.

INCREASES IN THE COST OF DELIVERING DVDS COULD ADVE RSELY AFFECT OUR GROSS PROFIT AND MARKETING
EXPENSES.

Increases in postage delivery rates will adveraéflyct our gross profit if we elect not to raise subscription rates to offset the increase. The
U.S. Postal Service has announced that it willease the rate for first-class postage from $0.30t87 in June 2002. In addition, the U.S.
Postal Service has announced long-term plans taeeitis costs and make its service more efficiétite U.S. Postal Service curtails its
services, such as by the discontinuation of Sayudétivery service, our ability to timely deliveMDs could diminish, and our subscriber
satisfaction could be affected adversely.

Currently, most filmed entertainment is package@a@mgle lightweight

DVD. Our delivery process is designed to accomnmtfa delivery of one DVD to fulfill a selectioneBause of the lightweight nature of a
DVD, we generally mail one envelope containingla tising standard first-class postage, howevadie$ occasionally provide additional
content on a second DVD, or may package a titlsmanDVDs. If packaging of filmed entertainment omltiple DVDs were to become more
prevalent, or if the weight of DVDs were to increasur costs of delivery and fulfillment processimguld increase. In addition, we expense
shipping costs of free trial programs to new subscs as marketing expense. Therefore, if the @bdelivering titles were to increase, our
marketing expense would be adversely affected.

IF WE ARE UNABLE TO EFFECTIVELY UTILIZE OUR CINEMAT CH TECHNOLOGY, OUR BUSINESS
MAY SUFFER.

Based on proprietary algorithms, our CineMatch netbgy enables us to predict and recommend titielsedfectively merchandize our libre
to our subscribers. We believe that in order fareBdatch to function most effectively, it must accadarge database of user ratings. We
cannot assure you that the proprietary algorithmeur CineMatch technology will continue to functieffectively to predict and recommend
titles, or that we will continue to be successfuénticing subscribers to rate enough titles fordatabase to effectively predict and
recommend new or existing titles.

If CineMatch does not enable us to predict andmenend titles that our subscribers will enjoy oursp@al movie recommendation service
will be less useful, in which event:

. our subscriber satisfaction may decrease, suiessrmay perceive our service to be of lower vahe our ability to attract and retain
subscribers may be affected adversely;

. our ability to effectively merchandise and ugliaur library will be affected adversely; and

. our subscribers may default to choosing titlesnfflamong new releases or other titles that costare to provide, and our margins may be
affected adversely.

IF WE DO NOT CORRECTLY ANTICIPATE OUR SHORT AND LOBITERM NEEDS FOR TITLES THAT WE ACQUIRE
PURSUANT TO REVENUE SHARING AGREEMENTS, OUR SUBS@EHR SATISFACTION AND RESULTS OF OPERATIONS MA
BE AFFECTED ADVERSELY.

Under our revenue sharing agreements, we gengraprder titles prior to their release on DVD lzhsa our anticipated needs. If we
anticipate inaccurately and we acquire insufficieopy depth for specific titles, it is generallygracticable for us to acquire additional copy
depth for such titles while such titles are subjeatvenue sharing. If we do not acquire suffitiawpies of titles, we may not satisfy
subscriber demand and our subscriber satisfactidmesults of operations could be affected adver§snversely, if we attempt to mitigate
this risk and acquire more copies than neededtigfisaur subscriber demand, then our inventorlzatiion would become less effective and
our gross margins would be affected adversely.



IF OUR SUBSCRIBERS SELECT TITLES THAT ARE MORE EXPE NSIVE FOR US TO ACQUIRE AND DELIVER ON A MORE
FREQUENT BASIS, OUR EXPENSES WOULD INCREASE.

Certain titles cost us more to acquire or resufireater revenue sharing expenses depending @otinee from whom they are acquired and
the terms on which they are acquired. If subscsilsefect these more costly titles more often oropgtional basis compared to all titles
selected, our revenue sharing and other DVD ad@priséxpenses could increase, and our gross margird be adversely affected.

IF WE ARE UNABLE TO OFFSET INCREASED DEMAND FOR TLES WITH INCREASED SUBSCRIBER RETENTION OR
OPERATING MARGINS, OUR OPERATING RESULTS MAY BE AHETED ADVERSELY.

Subscribers to our service can view as many titgethey want every month and, depending on thécgeplan, may have out between two
eight titles at a time. With our use of regionatdbution centers, there will be a reduction ia ttansit time of DVDs. As a result, we
anticipate that our subscribers will exchange ntidless per month which will increase our operataugts. If our subscriber retention does not
increase or our operating margins do not improvantextent necessary to offset the effect of irswdaperating costs, our operating results
will be adversely affected.

In addition, subscriber demand for titles may iaseefor a variety of other reasons beyond our obritrcluding promotion by studios and
seasonal variations in movie watching. Our subscrfiowth and retention may be affected advergelgiattempt to increase our monthly
subscription fees to offset any increased cos&qfiiring or delivering titles.

IF WE ARE UNABLE TO COMPETE EFFECTIVELY, OUR BUSINE SS WILL BE AFFECTED ADVERSELY.

The market for in-home filmed entertainment is irsely competitive and subject to rapid change. Mamsumers maintain simultaneous
relationships with multiple in-home filmed entertaient providers and can easily shift spending foo provider to another. For example,
consumers may subscribe to HBO, rent a DVD froncRBbuster, buy a DVD from Wal-Mart and subscribégtflix, or some combination
thereof, all in the same month. Competitors magtie to launch new businesses at relatively low. &¢Ds represent only one of many
existing and potential new technologies for viewiimed entertainment. In addition, the growth goation of DVD technology is not
mutually exclusive from the growth of other techowiés. If we are unable to successfully competh witrrent and new competitors and
technologies, we may not be able to achieve adedgunatket share, increase our revenues, or achigmaintain profitability. Our principal
competitors include, or could include:

. video rental outlets, such as Blockbuster Vided Hollywood Entertainment;
. movie retail stores, such as Best Buy, Wal-Mad Amazon.com;

. subscription entertainment services, such as lB®DShowtime;

. pay-per-view and video-on-demand services;

. online DVD sites, such as dvdovernight and Rentvdycom;

. Internet movie providers, such as Movielink, leEtky Columbia TriStar, Warner Bros. and a few o#tedios, Movies.com, backed by
Walt Disney and Twentieth Century Fox, CinemaNowgcbacked by Blockbuster and Microsoft, and MoMig;F

. cable providers, such as AOL Time Warner and Ganhand
. direct broadcast satellite providers, such asdi®vV and Echostar.

Many of our competitors have longer operating hie&) larger customer bases, greater brand re¢ogrihd significantly greater financial,
marketing and other resources than we do. Somarof o



competitors have adopted, and may continue to adggtessive pricing policies and devote substifyntizore resources to marketing and
Web site and systems development than we do. Isedeeompetition may result in reduced operatinggmar loss of market share and
reduced revenues. In addition, our competitors foay strategic alliances with studios and distridratthat could affect adversely our ability
to obtain filmed entertainment on favorable terms.

IF CONSUMER ADOPTION OF DVD PLAYERS SLOWS, OUR BUSINESS COULD BE ADVERSELY AFFECTED.

The rapid adoption of DVD players has been fuelgdtbong retail support, strong studio support fatichg DVD player prices. If retailers or
studios reduce their support of the DVD formatif onanufacturers raise prices, continued DVD adopbty consumers could slow. If new or
existing technologies, such asMHS, were to become more popular at the expensegeadidoption or use of DVD technology, consumerg
delay or avoid purchasing a DVD player. Our sultwargrowth will be substantially influenced by fréiconsumer adoption of DVD players,
and if such adoption slows, our subscriber grow#ly mso slow.

WE DEPEND ON STUDIOS TO RELEASE TITLES ON DVD FOR AN EXCLUSIVE TIME PERIOD FOLLOWING
THEATRICAL RELEASE.

Our ability to attract and retain subscribers latexl to our ability to offer new releases of fillnentertainment on DVD prior to their release
to other distribution channels. Except for theatrielease, DVD and VHS currently enjoy a significeompetitive advantage over other
distribution channels, such as pay-per-view and Y@é¢zause of the early timing of the distributicimndow for DVD and VHS. The window
for DVD and VHS rental and retail sales is gengrakclusive against other forms of non-theatricalvia distribution, such as pay-per-view,
premium television, basic cable and network andigated television. The length of the exclusiveduaw for movie rental and retail sales
varies, typically ranging from 30 to 90 days.

Our business could suffer increased competition if:
. the window for rental were no longer the firdtdwing the theatrical release; or
. the length of this window were shortened.

The order, length and exclusivity of each windowdach distribution channel is determined solelyHgystudio releasing the title, and we
cannot assure you that the studios will not chahgg policies in the future in a manner that wolbddadverse to our business and results of
operations.

In addition, any conditions that adversely afféset ovie industry, including constraints on capifialncial difficulties, regulatory
requirements and strikes, work stoppages or oftisentions involving writers, actors or other edgdrpersonnel, could affect adversely the
availability of new titles, consumer demand fomfédd entertainment and our business.

IF WE ARE UNABLE TO RENEGOTIATE OUR REVENUE SHARINBGREEMENTS WHEN THEY EXPIRE ON TERMS
FAVORABLE TO US, OR IF THE COST TO US OF PURCHASINGTLES ON A WHOLESALE BASIS INCREASES, OUR GROSS
MARGINS MAY BE AFFECTED ADVERSELY.

Since 2000, we have entered into over 50 revenaiengharrangements with studios and distributar0d01, we acquired approximately 8
of our titles through revenue sharing agreementts studios and distributors, including our agreetaevith Columbia TriStar Home
Entertainment and Warner Home Video. These revehaeng agreements generally have terms of uvéoyars. The length of time we
share revenue on each title ends after a fixea@eAs our revenue sharing agreements expire, webmaequired to negotiate new terms
could be disadvantageous to us.

Titles that we do not acquire under a revenue sgagreement are purchased on a wholesale basisftalios or other distributors. If the
price of titles that we purchase wholesale increaser gross margin will be affected adversely.
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IF THE SALES PRICE OF DVDS TO RETAIL CONSUMERS DECR EASES, OUR ABILITY TO ATTRACT NEW SUBSCRIBERS
MAY BE AFFECTED ADVERSELY.

The cost of manufacturing DVDs is substantiallyslésan the price for which new DVDs are generathg $n the retail market. Thus, we
believe that studios and other resellers of DVDgelsgnificant flexibility in pricing DVDs for reihsale. If the retail price of DVDs were to
become significantly lower, consumers may choogautchase DVDs rather than subscribe to our service

IF DISPOSABLE DVDS ARE DEVELOPED, ADOPTED AND SUPPORTED AS A METHOD OF CONTENT DELIVERY BY THE
STUDIOS, OUR BUSINESS COULD BE ADVERSELY AFFECTED.

We are currently aware that certain entities atlengiting to develop disposable DVDs. As currentigtemplated, disposable DVDs would
allow a consumer to view a DVD for an unlimited riugm of times during a given time period, followingich the DVD becomes unplayable
by a chemical reaction, and is then disposabldisgosable DVDs become a viable alternative metifantent delivery supported by the
studios, our business could be adversely affected.

IF WE FAIL TO MAINTAIN OR ADEQUATELY REPLACE OUR OUSIDE SOURCES OF NEW SUBSCRIBERS OR ARE UNABLE
TO CONTINUE TO MARKET OUR SERVICE IN THE MANNER CURENTLY CONDUCTED, OUR SUBSCRIBER LEVELS MAY BE
AFFECTED ADVERSELY AND OUR MARKETING EXPENSES MAYNCREASE.

We obtain a large portion of our new subscribersugh incentive-based online marketing programs ehgage third parties to solicit new
subscribers through the use of banner ads, popramdiepop-over placements, direct links and e-m¥ils also have an active affiliate
program by which third parties register with us aithin particular advertisements from us for use¢heir Web sites or through other online
marketing forums. In addition, we have engagedainous offline incentive-based marketing prograf. example, we obtain subscribers
through solicitations placed inside the packagihgtand alone DVD players through arrangements ave lwith DVD player manufacturers,
including ApexDigital, JVC Corporation of AmericBanasonic Consumer Electronics Company, Philips@uoer Electronics, RCA,
Samsung, Sanyo-Fisher, Sharp, Sony Electronic§ asliba. We have recently explored other incenti@sed advertising channels including
newspaper and television advertising. These thartigs may not continue to participate in our ménkeprograms if the programs do not
provide sufficient value for their participationyrocompetitors offer better terms or the marketificentive-based advertising decreases. If we
are unable to maintain or replace these sourceshscribers, our subscriber levels may be affeatlv@rsely and our cost of marketing may
increase.

We also may not be able to continue to supportrtheketing of our service in the manner currentlyketed if such activities are adverse to
our business. Laws or regulations may be enactéchvgmohibit use of mass emails or similar markgtctivities. Even if no relevant law or
regulation is enacted, we may discontinue use jgpat of certain activities if we become concertieat subscribers or potential subscribers
deem them intrusive or they otherwise adverselgcafbur goodwill and brand. For example, we regeetiminated our relationship with
certain third party online exail brokers who were unwilling or unable to compligh our standards for solicitation which incluaimong othe
things that all recipients have "opted-in" to reeethe solicitation. If these marketing activite® curtailed, our ability to attract new
subscribers may be affected adversely.

In addition, while the DVD player manufacturerstwithom we have promotional relationships are regiio include our promotional
materials with every DVD player they sell, we caneffectively control what portion of DVD playersld by them actually include the
promotional materials. If these DVD player manufiaets do not fully comply with the terms of our prational relationships, our ability to
attract new subscribers may be affected adversely.

FOLLOWING THE OFFERING, WE MAY NEED ADDITIONAL CAPI  TAL, AND WE CANNOT BE SURE THAT ADDITIONAL
FINANCING WILL BE AVAILABLE.

Historically, we have funded our operating lossed eapital expenditures through proceeds from peieguity and debt financings and
equipment leases. Although we currently anticiplase the proceeds of
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this offering, together with our available fundglarash flow from operations, will be sufficientrteeet our cash needs for the foreseeable
future, we may require additional financing. Ouilibto obtain financing will depend, among otltings, on our development efforts,
business plans, operating performance and condifitime capital markets at the time we seek finaguciWe cannot assure you that additional
financing will be available to us on favorable termhen required, or at all. If we raise additiofuelds through the issuance of equity, equity-
linked or debt securities, those securities mayehahts, preferences or privileges senior to ihlets of our common stock, and our
stockholders may experience dilution.

ANY SIGNIFICANT DISRUPTION IN SERVICE ON OUR WEB SI TE OR IN OUR COMPUTER SYSTEMS COULD RESULT IN
A LOSS OF SUBSCRIBERS.

Subscribers and potential subscribers access otics¢hrough our Web site, where the title setatirocess is integrated with our delivery
processing systems and software. Our reputatiorabititly to attract, retain and serve our subseshg dependent upon the reliable
performance of our Web site, network infrastructame fulfillment processes. Interruptions in thegstems could make our Web site
unavailable and hinder our ability to fulfill setems. Much of our software is proprietary, andnely on the expertise of members of our
engineering and software development teams focthénued performance of our software and compaytetems. Service interruptions or
unavailability of our Web site could diminish theevall attractiveness of our subscription servizxexisting and potential subscribers.

Our servers are vulnerable to computer virusessiphi/or electronic break-ins and similar disrupsipwhich could lead to interruptions and
delays in our service and operations and loss,suaisu theft of data. Our Web site periodically aigreces directed attacks intended to cat
disruption in service. Any attempts by hackersisoupt our Web site service or our internal systeafrmuccessful, could harm our business,
be expensive to remedy and damage our reputationg€éneral business disruption insurance doesowar@xpenses related to direct attacks
on our Web site or internal systems. Efforts tovpre hackers from entering our computer systemsxensive to implement and may limit
the functionality of our services. Any significatisruption to our Web site or internal computertegss could result in a loss of subscribers
and adversely affect our business and results efabipns.

Our communications hardware and the computer haslused to operate our Web site are hosted aatiléiés of a third party provider.
Hardware for our delivery systems is maintainedun distribution centers. Fires, floods, earthqsak®wer losses, telecommunications
failures, break-ins and similar events could dantagse systems and hardware or cause them tafapletely. Problems faced by our third
party Web hosting provider, with the telecommuriarad network providers with whom it contracts otlwihe systems by which it allocates
capacity among its subscribers, including us, caulghct adversely the experience of our subscrilferg of these problems could result in a
loss of subscribers.

OUR EXECUTIVE OFFICES AND PRIMARY DISTRIBUTION CENHR ARE LOCATED IN THE SAN FRANCISCO BAY AREA. IN
THE EVENT OF AN EARTHQUAKE, OTHER NATURAL OR MAN-MME DISASTER OR POWER LOSS, OUR OPERATIONS
WOULD BE AFFECTED ADVERSELY.

Our executive offices and primary distribution aardre located in the San Francisco Bay area. Gsinbss and operations could be
materially adversely affected in the event of aleat blackouts, fires, floods, earthquakes, polesses, telecommunications failures, break-
ins or similar events. We may not be able to eiffety shift our fulfillment and delivery operatiomie to disruptions in service in the San
Francisco Bay area or any other facility. BecahgeSan Francisco Bay area is located in an eaitkggensitive area, we are particularly
susceptible to the risk of damage to, or totalrdesion of, our primary distribution center and gwrounding transportation infrastructure.
We are not insured against any losses or expenaearise from a disruption to our business dusatthquakes. Further, the State of
California has experienced deficiencies in its posupply over the last year, resulting in occasioolling black-outs. If rolling blackouts or
other disruptions in power occur, our business@etations would be disrupted, and our businesddimeiaffected adversely.
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THE LOSS OF ONE OR MORE OF OUR KEY PERSONNEL, ORROBAILURE TO ATTRACT, ASSIMILATE AND RETAIN OTHER
HIGHLY QUALIFIED PERSONNEL IN THE FUTURE, COULD SEHRUSLY HARM OUR EXISTING BUSINESS AND NEW SERVIC
DEVELOPMENTS.

We depend on the continued services and performafrmer key personnel, including Reed Hastings,©hief Executive Officer, President
and Chairman of the Board, W. Barry McCarthy, dur, Chief Financial Officer and Secretary, Thoma®H®Ron, our Vice President of
Operations, Leslie J. Kilgore, our Vice Presidentiarketing, and Neil Hunt, our Vice President efd®mmerce. In addition, much of our
key technology and systems are custom made fobuginess by our personnel so that the loss of eytéchnology personnel could disrupt
the operation of our title selection and fulfillmesystems and have an adverse effect on our atnligyow and expand our systems.

PRIVACY CONCERNS COULD LIMIT OUR ABILITY TO LEVERAG E OUR SUBSCRIBER DATA.

In the ordinary course of business, and in pamicuh connection with providing our personal mosgeommendation service, we collect and
utilize data supplied by our subscribers. We culyeace certain legal obligations regarding thenmer in which we treat such information.
Other businesses have been criticized by privaoypg and governmental bodies for attempts to lersgnal identities and other information
to data collected on the Internet regarding useosiising and other habits. Increased regulatiosiatd utilization practices, including self-
regulation, as well as increased enforcement aitiexj laws could have an adverse effect on oumessi

OUR REPUTATION AND RELATIONSHIPS WITH SUBSCRIBERS W OULD BE HARMED IF OUR BILLING DATA WERE TO
BE ACCESSED BY UNAUTHORIZED PERSONS.

To secure transmission of confidential informatidmained by us for billing purposes, including striizers' credit card data, we rely on
licensed encryption and authentication technoldygonjunction with the credit card companies, aleetmeasures to protect against
unauthorized intrusion into our subscribers' credid and other data. If, despite these measurmexperienced any unauthorized intrusion
into our subscribers' data, current and potentia$sribers may become unwilling to provide the linfation to us necessary for them to
become subscribers, and our business could baedfadversely. Similarly, if a well-publicized bokeof the consumer data security of any
other major consumer Web site were to occur, thetdd be a general public loss of confidence inube of the Internet for commerce
transactions, which could adversely affect our hesss.

In addition, because we obtain subscribers' bilinigrmation on our Web site, we do not obtain asigmes from subscribers in connection
with the use of credit cards by them. Under curceatlit card practices, to the extent we do nagiobtardholders' signatures, we are liable
fraudulent credit card transactions, even wherafisaciated financial institution approves paynoéihe orders. We do not currently carry
insurance against the risk of fraudulent creditideainsactions. A failure to adequately controlifhalent credit card transactions would harm
our business and results of operations.

OUR RELATIONSHIP WITH SUBSCRIBERS AND CREDIT CARD C OMPANIES COULD BE HARMED IF OUR BILLING
SOFTWARE FAILS.

We have in the past experienced problems with vlsaiber billing software, causing us to overbilbscribers. Although we have and will
continue to credit the accounts of the subscribvereverbill, problems with our billing software mhgve an adverse effect on our subscriber
satisfaction and may cause one or more of the neagalit companies to disallow our continued usthelr payment products. In addition, if
our billing software fails and we fail to bill sutribers our cash flow and results of operation$ lvélaffected adversely.

IF OUR TRADEMARKS AND OTHER PROPRIETARY RIGHTS AREOT ADEQUATELY PROTECTED TO PREVENT USE OR
APPROPRIATION BY OUR COMPETITORS, THE VALUE OF OUBRAND AND OTHER INTANGIBLE ASSETS MAY BE
DIMINISHED, AND OUR BUSINESS MAY BE ADVERSELY AFFETED.

We rely and expect to continue to rely on a comtimneof confidentiality and license agreements vaitit employees, consultants and third
parties with whom we have relationships, as wetrademark, copyright,
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patent and trade secret protection laws, to pratgcproprietary rights. We have filed trademarklaations in the United States for the
Netflix, Netflix.com, CineMatch and Mr. DVD namead have filed a U.S. patent application for asgpetour technology. We intend to f

an amended trademark application for the Netflisigle logo responsive to a denial of our initial kgagion for the Netflix design logo. From
time to time we expect to file additional trademarid patent applications. Nevertheless, theseagtigihs may not be approved, third parties
may challenge any patents issued to or held bthird, parties may knowingly or unknowingly infringeir patents, trademarks and other
proprietary rights, and we may not be able to pneiringement without substantial expense toluthe protection of our proprietary rights
is inadequate to prevent use or appropriation lvg fharties, the value of our brand and other igille assets may be diminished, competi
may be able to more effectively mimic our serviod anethods of operations, the perception of ouiness and service to subscribers and
potential subscribers may become confused in th&etace and our ability to attract subscribery to@ adversely affected.

INTELLECTUAL PROPERTY CLAIMS AGAINST US COULD BE COTLY AND RESULT IN THE LOSS OF SIGNIFICANT RIGHTS
RELATED TO, AMONG OTHER THINGS, OUR WEB SITE, CINEMITCH TECHNOLOGY AND TITLE SELECTION PROCESSES.

Trademark, patent and other intellectual propediyts are becoming increasingly important to us aetiér Internet companies. If there is a
successful claim of patent infringement againsang we are unable to develop non-infringing tecbgglor license the infringed or similar
technology on a timely basis, our business

and competitive position may be affected adverddhny companies are devoting significant resoutceteveloping patents that could
potentially affect many aspects of our businesgré&tare numerous patents that broadly claim mezhsn@thods of conducting business on
the Internet. We may be accused of infringing d¢ertéthese patents. In addition, other parties assgert infringement or unfair competition
claims against us that could relate to any asdemtiotechnology, business processes or otheléatell property. We have not exhaustively
searched patents relative to our technology. Wadatgpredict whether third parties will assert claiof infringement against us, the subject
matter of any of these claims or whether thesertigss or prosecutions will adversely affect ousimess. If we are forced to defend ourse
against any of these claims, whether they are evitlithout merit or are determined in our favor, may face costly litigation, diversion of
technical and management personnel, inability ®aws current Web site or CineMatch technologyrodpct shipment delays. As a result of
a dispute, we may have to develop non-infringirgt®logy or enter into royalty or licensing agreaitseThese royalty or licensing
agreements, if required, may be unavailable ongexaceptable to us, or at all.

IF WE ARE UNABLE TO PROTECT OUR DOMAIN NAMES, OUR R EPUTATION AND BRAND COULD BE AFFECTED
ADVERSELY.

We currently hold various domain names relatinguobrand, including Netflix.com. Failure to protecr domain names could affect
adversely our reputation and brand, and make ierddficult for users to find our Web site and @arvice. The acquisition and maintenance
of domain names generally are regulated by govemtehagencies and their designees. The regulafidormain names in the United States
may change in the near future. Governing bodies estgblish additional top-level domains, appoirditiohal domain name registrars or
modify the requirements for holding domain names aAesult, we may be unable to acquire or maim&@vant domain names. Furthermu
the relationship between regulations governing domames and laws protecting trademarks and siipitaprietary rights is unclear. We nr
be unable to prevent third parties from acquiriogndin names that are similar to, infringe upontbeowvise decrease the value of our
trademarks and other proprietary rights.

BECAUSE OUR BUSINESS IS ACCESSED OVER THE INTERNET,IF THE INTERNET INFRASTRUCTURE IS NOT
DEVELOPED OR MAINTAINED, WE WILL LOSE SUBSCRIBERS.

The Internet may not become a viable commerciakatptace for many potential subscribers due toenadte development of network
infrastructure and enabling technologies that askloensumer concerns about:

. hetwork performance;
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. security;

. reliability;

. speed of access;

. ease of use; and

. bandwidth availability.

The Internet has experienced a variety of outagdsialays as a result of damage to portions drfifitastructure, and it could face outages
delays in the future. These outages and delaysl dnudtrate public use of the Internet, includirsg wf our Web site offerings. In addition,
Internet could lose its viability due to delaydfie development or adoption of new standards aoib@ols to handle increased levels of
activity or due to governmental regulation.

IF WE BECOME SUBJECT TO LIABILITY FOR THE INTERNET CONTENT THAT WE PUBLISH OR UPLOAD FROM OUR
USERS, OUR RESULTS OF OPERATIONS WOULD BE AFFECTEDADVERSELY.

As a publisher of online content, we face potenigddility for negligence, copyright, patent ordemark infringement or other claims base:
the nature and content of materials that we puldistiistribute. We also may face potential liagifior content uploaded from our users in
connection with our communitselated content or movie reviews. If we becomeldéiathen our business may suffer. Litigation toethef thes:
claims could be costly and harm our results of afy@ns. We cannot assure you that we are adequatelyed to cover claims of these types
or to indemnify us for all liability that may be pused on us.

WE MAY NEED TO CHANGE THE MANNER IN WHICH WE CONDUT OUR BUSINESS, OR INCUR

GREATER OPERATING EXPENSES, IF GOVERNMENT REGULATN3DF THE INTERNET OR OTHER AREAS OF OUR BUSINE
CHANGES OR IF CONSUMER ATTITUDES TOWARD USE OF THETERNET CHANGE.

The adoption or modification of laws or regulatioefating to the Internet or other areas of ouiirmss could limit or otherwise adversely
affect the manner in which we currently conduct lousiness. In addition, the growth and developroéttte market for online commerce n
lead to more stringent consumer protection lawsclvinay impose additional burdens on us. If werageired to comply with new
regulations or legislation or new interpretatiofgxisting regulations or legislation, this compli could cause us to incur additional
expenses or alter our business model.

The manner in which Internet and other legislatitay be interpreted and enforced cannot be predistgrmined and may subject either us
or our customers to potential liability, which i could have an adverse effect on our business|ts of operations and financial condition.
The adoption of any laws or regulations that adslgraffect the popularity or growth in use of tiernet could decrease the demand for our
subscription service and increase our cost of dbirginess.

In addition, if consumer attitudes toward use @&f lthternet change, consumers may become unwillirsglect their entertainment online or
otherwise provide us with information necessarytfiem to become subscribers. Further, we may nableeto effectively market our
services online to users of the Internet. If welarable to interact with consumers because of dwimgtheir attitude toward use of the
Internet, our subscriber acquisition and retenséind operating results may be affected adversely.

RISKS RELATED TO THIS OFFERING
OUR OFFICERS AND DIRECTORS AND THEIR AFFILIATES WIL L EXERCISE SIGNIFICANT CONTROL OVER NETFLIX.

After the completion of this offering, our execwiofficers and directors, their immediate familymieers and affiliated venture capital funds
will beneficially own, in the aggregate, approxielgt% of
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our outstanding common stock. In addition, Jay Hoag of our directors, will beneficially own apgimately % of our outstanding common
stock, Reed Hastings, our president, chief exeeuflicer, and chairman of our board of directoib beneficially own approximately % of
our outstanding common stock and Michael Schuh,obreir directors, will beneficially own approxinedy % of our outstanding common
stock. These stockholders may have individual @dirthat are different from yours and will be ablexercise significant control over all
matters requiring stockholder approval, including €élection of directors and approval of significeorporate transactions, which could de
or prevent someone from acquiring or merging wih u

PROVISIONS IN OUR CHARTER DOCUMENTS AND UNDER DELAW ARE LAW COULD DISCOURAGE A TAKEOVER
THAT STOCKHOLDERS MAY CONSIDER FAVORABLE.

Following this offering, our charter documents naigcourage, delay or prevent a merger or acquisitiat a stockholder may consider
favorable because they:

. authorize our board of directors, without stodkleo approval, to issue up to 10,000,000 sharemdésignated preferred stock;
. provide for a classified board of directors;

. prohibit our stockholders from acting by writteonsent;

. establish advance notice requirements for progosiatters to be approved by stockholders at stddkh meetings; and

. prohibit stockholders from calling a special negbf stockholders.

As a Delaware corporation, we are also subjecettam Delaware anti-takeover provisions. Undera&lre law, a corporation may not
engage in a business combination with any holdé5é6 or more of its capital stock unless the holdes held the stock for three years or,
among other things, the board of directors hasamul the transaction. Our board of directors coelg on Delaware law to prevent or delay
an acquisition of us. For a description of our tafstock, see "Description of Capital Stock."

OUR STOCK PRICE COULD BE VOLATILE AND COULD DECLINE FOLLOWING THIS OFFERING.

Prior to this offering, there has been no publicketfor shares of our common stock. An active rearkay not develop following completi
of this offering, or if developed, may not be mained.

The market prices of the securities of Internet tmathnology-related companies have been extrenodhtile. The price at which our common
stock will trade after this offering could be extrely volatile and may fluctuate substantially da¢he following factors, some of which are
beyond our control:

. Variations in our operating results;

. variations between our actual operating resultsthe expectations of securities analysts, investnd the financial community;

. announcements of developments affecting our legsirsystems or expansion plans by us or others;

. market volatility in general; and

. the operating results of our competitors.

As a result of these and other factors, investorsur common stock may not be able to resell tiegres at or above the initial offering price.
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In the past, securities class action litigatiorenfhas been instituted against companies followargpds of volatility in the market price of
their securities. This type of litigation, if dited at us, could result in substantial costs adidersion of management's attention and
resources.

WE WILL RECORD SUBSTANTIAL EXPENSES RELATED TO OURSSUANCE OF STOCK OPTIONS THAT MAY HAVE A
MATERIAL NEGATIVE IMPACT ON OUR OPERATING RESULTS 6GR THE FORESEEABLE FUTURE.

We are required to recognize, as a reduction akbtaders' equity, deferred compensation equaiedifference between the deemed fair
market value of our common stock for financial néjngy purposes and the exercise price of thes@wptt the date of grant. This deferred
compensation is amortized over the vesting perfdti@applicable options, generally three to foeans, using the graded vesting method. At
December 31, 2001, approximately $5.7 million diedeed compensation related to employee stock nptiemained unamortized. The
resulting amortization expense will have a matar@jative impact on our operating results in fupggods. In addition, in August and
September 2001 we repriced options to purchasggmegate of 2,741,386 shares of our common stok 0 per share. We cannot predict
the amount of compensation expense that we wikhawvecognize on a quarterly basis for these cegroptions, and it could materially
negatively impact our operating results for futpegiods. See further disclosure of variable awambanting on pages 27 and 28 under
"Management's Discussion and Analysis of Finar€@idition and Results of Operations--Operating Esps--Stock-Based Compensation.

FUTURE SALES OF OUR COMMON STOCK, INCLUDING THE SHA RES PURCHASED IN THIS OFFERING, MAY DEPRESS
OUR STOCK PRICE.

Sales of substantial amounts of our common stotkdrpublic market following this offering by ouxisting stockholders or upon the
exercise of outstanding options or warrants to lpase shares of our common stock may adverselyt éffeenarket price of our common
stock. Such sales could create public perceptiadiffi€ulties or problems with our business. Asesult, these sales might make it more
difficult for us to sell securities in the futureatime and price that we deem necessary or agatep

Upon completion of this offering, we will have otaisding shares of common stock, assuming no exeofithe underwriters' over-allotment
option and no exercise of outstanding options aadants after March 31, 2002. Holders of of ourently outstanding shares and warrants
and options to acquire shares have entered inkeupagreements with the underwriters of this afigrWith limited exceptions, these lock-
up agreements prohibit a stockholder from selloamtracting to sell or otherwise disposing of anynmon stock or any securities that are
convertible into or exercisable for common stoakX80 days from the date of this prospectus, aljhdderrill Lynch may, in its sole
discretion and at any time without notice, relealser any portion of the securities subject tosthéock-up agreements. As a result of these
lock-up agreements, notwithstanding possible aagligibility for sale under the provisions of Rulé4, 144(k) or 701, none of these shares
may be sold until 181 days after the date of thispectus.

Of the outstanding shares subject to lock-up agestésn
. of these shares will be tradable without resoicpursuant to Rule 144(k) 181 days after the dathis prospectus; and
. of these shares will be tradable, subject tdithigations imposed by Rule 144 181 days afterdhte of this prospectus.

FINANCIAL FORECASTING BY US AND FINANCIAL ANALYSTSWHO MAY PUBLISH ESTIMATES OF OUR FINANCIAL
RESULTS WILL BE DIFFICULT BECAUSE OF OUR LIMITED OPRATING HISTORY, AND OUR ACTUAL RESULTS MAY
DIFFER FROM FORECASTS.

As a result of our recent growth and our limite@@ing history, it is difficult to accurately farast our revenues, gross profit, operating
expenses, number of paying subscribers, numbelN@f<shipped per day and other financial and opsgadata. The inability by us or the
financial community to accurately forecast our epi@g results could cause our net losses in a giuanter to be greater than expected, w
could cause a
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decline in the trading price of our common stocle Wéave a limited amount of meaningful historicahficial data upon which to base plan
operating expenses. We base our current and faegcaspense levels and DVD acquisitions on ouratpey plans and estimates of future
revenues, which are dependent on the growth ofwloscriber base and the demand for titles by dascsibers. As a result, we may be uni
to make accurate financial forecasts or to adjustspending in a timely manner to compensate fgnaexpected shortfalls in revenues. We
believe that these difficulties in forecasting aven greater for financial analysts that may phltlieir own estimates of our financial results.

OUR MANAGEMENT MAY NOT USE THE PROCEEDS OF THIS OFF ERING EFFECTIVELY.

Our management has broad discretion over the ugmoéeds of this offering. In addition, our marragat has not designated a specific use
for a substantial portion of the proceeds of tlfiisrang. Accordingly, it is possible that our mameagent may allocate the proceeds in ways
do not improve our operating results. In addititrese proceeds may not be invested to yield a &errate of return.

WE HAVE NO INTENTION TO PAY CASH DIVIDENDS ON OUR OMMON STOCK FOR THE FORESEEABLE FUTURE, AND Ol
LEASE FINANCING AGREEMENTS PROHIBIT US FROM DOINGCs

We currently expect to retain future earningsnif o finance the growth and development of owgifiess and do not anticipate paying any
cash dividends for the foreseeable future. Furlease financing agreements to which we are a paudypursuant to which we have
outstanding indebtedness, prohibit us from paymgdividends. Therefore, you will not receive asyurn on an investment in our common
stock unless you sell your common stock for a pgieater than which you paid for it.
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FORWARD-LOOKING STATEMENTS

You should not place undue reliance on forward-leglstatements in this prospectus. This prospeaxintains forward-looking statements
that involve risks and uncertainties. These statesnelate to our future plans, objectives, exgamia and intentions. We use words such as
"anticipates,” "believes," "plans," "expects," titg," "intends" and similar expressions to idensifich forward-looking statements. Forward-
looking statements include statements regardinduosiness strategy, future operating performameesize of the market for our services
our prospects. You should not place undue reliamcinese forward-looking statements, which apply as of the date of this prospectus.
Our actual results could differ materially from slgoanticipated in these forwalabking statements for many reasons, includingigies face:
by us described in "Risk Factors" starting on pagéd elsewhere in this prospectus. We cautiompbdo rely on these statements without
also considering the risks and uncertainties aatetiwith these statements and our business thaidairessed in this prospectus.

This prospectus contains various estimates retatdte Internet, e-commerce and the filmed entamant industry. These estimates have
been included in studies published or produced askat research and other firms including Adams MdRisearch, DVD Entertainment
Group and the National Cable Television Associatidrese estimates have been produced by industitysis based on trends to date, their
knowledge of technologies and markets, and custoaeserarch, but these are forecasts only and ajecstid inherent uncertainty.

USE OF PROCEEDS

The net proceeds to us from the sale of shareg loéiared by us at an assumed initial public offgrprice of $ per share, after deducting
estimated underwriting discounts and commissionkesmtimated offering expenses, are estimated &ppeoximately $ million, or
approximately $ million if the underwriters' ovdteément option is exercised in full.

The principal purposes of this offering are to teempublic market for our common stock, to faatét our future access to the public capital
markets and to provide us with flexibility in thatdire, including to acquire additional businesgesducts or technologies either with the net
proceeds from this offering or through the publithded common stock we create through this offgr@fthough we have no present inten

to acquire any such businesses, products or teotiies! at this time. We intend to use a portiorhefriet proceeds of this offering to repay all
outstanding indebtedness under our subordinatedipsory notes, which was approximately $13.9 millis of March 31, 2002, including
accrued interest and for general corporate purpasgading working capital. Our subordinated presgry notes, issued in July 2001, accrue
interest at a stated rate of 10% per year compabadeually and mature upon the earlier of July2Dd,1 and the completion of this offering.
The proceeds we received from the issuance ofudwordinated promissory notes have been used fdrimgcapital, capital expenditures &
general corporate purposes.

We have not allocated a specific amount of oupneteeds from this offering to any particular pupoother than repayment of indebtedness
under our subordinated promissory notes. The reete@ds that we actually expend for general corpgratposes may vary significantly
depending on a number of factors, including fut@neenue growth, if any, and our cash flows. Assaltewe will retain broad discretion over
the allocation of the net proceeds from this offgriPending use of the net proceeds from thisiaffewe intend to invest the net proceeds in
short-term, investment-grade securities.

DIVIDEND POLICY

We have never declared or paid any cash dividendsiocapital stock. We currently expect to refainire earnings, if any, to finance the
growth and development of our business and domatipate paying any cash dividends in the foresksetuture. Our existing lease financi
agreements prohibit us from paying any dividends.
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CAPITALIZATION
The following table sets forth our cash, cash egjents and capitalization as of March 31, 2002:

. on an actual basis;

. on a pro forma basis assuming the conversiotl shares of our preferred stock into shares ofroam stock automatically upon completion
of this offering and the filing of our amended ardtated certificate of incorporation upon completdf this offering, including shares to be
issued to certain studios immediately prior to tffering; and

. on a pro forma as adjusted basis to reflectafeaf shares of our common stock at an assumtal ipiiblic offering price of $ per share,
less the underwriting discounts and commissionseatichated offering expenses, and the applicatidheonet proceeds from this offering.

This information should be read in conjunction wianagement's Discussion and Analysis of Finar@aldition and Results of Operations
and our financial statements and notes to thosenséants appearing elsewhere in this prospectus.

AS OF MA RCH 31, 2002
PRO PRO FORMA
ACTUAL F ORMA  AS ADJUSTED
(NT HOUSANDS)
Cash and cash eqUIVAIENTS......cccoccvvceercnees $ 15,671 $ 15,671 $
Subordinated promissory notes, net of unamortized d iscount of $10.8 million............ $ 3,158 $ 3,158 $--
Capital lease obligations, net of current portion.. L, 959 959
Total long-term debt......ccccocvveeeecees s 4,117 4,117
Redeemable convertible preferred stock and warrants :
Series B, C, D, E and E-1 Convertible Preferred Stock: 26,925,014 shares
authorized; 20,316,909 shares issued and outst anding (actual); no shares issued
OF OUESEANAING.eveeiviieciiie s e 101,479 -
Convertible preferred stock warrants............ L 351 -
Total redeemable convertible preferred stock and warrantS...........ceeeeeennn. 101,830
Stockholders' equity (deficit):
Preferred stock, $0.001 par value: 10,000,000 s hares authorized (pro forma and
pro forma as adjusted); no shares issued and o utstanding.........ccceeeveeenns - -
Series A Convertible Preferred Stock, $0.001 pa r value: 5,000,000 shares
authorized; 4,444,545 shares issued and outsta nding (actual); no shares issued
or outstanding (pro forma and pro forma as adj usted)....coveeeiieieiiee e, 4 -
Series F Convertible Preferred Stock, $0.001 pa r value: 3,500,000 shares
authorized; 1,712,954 outstanding (actual); no shares issued and outstanding
(pro forma and pro forma as adjusted)........ s 2 -
Common stock, $0.001 par value: 100,000,000 sha res authorized (actual);
150,000,000 shares authorized (pro forma and p ro forma as adjusted);
6,575,750 shares issued and outstanding (actua 1); 45,197,271 shares issued and
outstanding (pro forma) and shares is sued and outstanding (pro forma
as adjusted).......ccccevvviiiniiieeiiinens 7 45
Additional paid-in capital..............ccceee.. 62,105 1 63,903
Deferred stock-based compensation.................. (12,553) ( 12,553)
Accumulated defiCit.........cccoeevveiiiiieanins (140,871) (1 40,871)
Total stockholders' equity (deficit)........ $(91,306) $ 10,524 $
Total capitalization.......ccocvvvceveeee s $ 14,641 $ 14,641 $



DILUTION

If you invest in our stock, your interest will béuted to the extent of the difference betweenghblic offering price per share of our comn
stock and the pro forma net tangible book valuespare of our common stock after this offering.

The pro forma net tangible book value of our comratmtk on March 31, 2002 was $ million or $ perrsta common stock. Pro forma net
tangible book value per share represents the anodunir total tangible assets less total liabisitidivided by the number of shares of comi
stock outstanding, after giving effect to the auatimconversion of our preferred stock into comrstatk upon the completion of this
offering at an assumed initial public offering griof $ per share. Dilution in net tangible bookueaper share represents the difference
between the amount per share paid by purchaseisaoés of our common stock in this offering andrtéetangible book value per share of
our common stock immediately afterwards. After giyeffect to our sale of million shares of commtock offered by this prospectus at an
assumed initial public offering price of $ per shand after deducting the underwriting discourasymissions and estimated offering
expenses payable by us, and the application oftaop®f the net proceeds to repay all outstandinigbtedness under our subordinated
promissory notes, our pro forma net tangible boalke would have been $ million, or approximatelye$ share. This represents an
immediate increase in pro forma net tangible boalke of $ per share to existing stockholders anidnamediate dilution in pro forma net
tangible book value of $ per share to new investbing following table illustrates the per shareitidn:

Estimated public offering price per share......... L $
Pro forma net tangible book value per share as o f March 31, 2002 $
Increase per share attributable to new investors

Pro forma net tangible book value per share after t his offering............. -

Dilution in pro forma net tangible book value per s hare to new investors-.- ...... $

This table excludes all options and warrants thltremain outstanding upon completion of this oififg). See Notes 4, 6 and 7 to Notes to
Financial Statements. The exercise of outstandatigios and warrants having an exercise price less the offering price would increase the
dilutive effect to new investors.

The following table sets forth on a pro forma baagsof March 31, 2002, the differences betweemtimeber of shares of common stock
purchased from us, the total price and average jpéc share paid by existing stockholders and éyéw investors, before deducting
expenses payable by us, using the estimated peffiicng price of $ per share.

SHARES PUR CHASED TOTAL CONSIDERATION AVERAGE
----------------------------------- PRICE PER
NUMBER PERCENTAGE AMOUNT PERCENTAGE SHARE
Existing stockholders.................. % $ % %
New investors.........cccceveeeeeennn..
Total........ccooeeeiiiiiiiees 100.0% $ 100.0%

If the underwriter's over-allotment option is exeed in full, the number of shares held by new jublestors will be increased to or
approximately % of the total number of shares afammmon stock outstanding after this offering.
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SELECTED FINANCIAL AND OTHER DATA

The following selected financial data should balregaconjunction with "Management's Discussion andlysis of Financial Condition and
Results of Operations,” and are qualified by rafeeeto our financial statements and notes thepgtearing elsewhere in this prospectus. The
audited statement of operations data set forthwb&o the years ended December 31, 1999, 2000 @ddl 2nd the audited balance sheet data
as of December 31, 2000 and 2001 are derived faoehare qualified by reference to, the financialesnents of Netflix included elsewhere
this prospectus. The statement of operations daté years ended December 31, 1998 and for thedofeom August 29, 1997 (inception)

to December 31, 1997 and the balance sheet dafeDescember 31, 1997, 1998 and 1999 are derived,famd are qualified by reference to,
the financial statements of Netflix not includedeathere in this prospectus. The statement of dpesatlata for the three months ended
March 31, 2001 and 2002 and the balance sheeadatBMarch 31, 2002, are derived from, and quealifiy reference to, the unaudited
financial statements of Netflix included elsewhigr¢his prospectus and include all adjustments seay for a fair presentation on the same
basis as the annual financial statements. Therldatoesults are not necessarily indicative ofilissto be expected for any future period.

PERIOD FROM
AUGUST 29, 1997 THREE MONTHS
(INCEPTION) TO YEAR ENDED DECEMBER 31, ENDED MARCH 31,
DECEMBER 31, ---------mmmmmmomemmmmeeee e e
1997 1998 1999 2000 2001 2001 2002
(IN THOUSANDS, EXCEPT PER SHA RE DATA)
STATEMENT OF OPERATIONS DATA:
Revenues:
SUDSCHPLON. ....eeiiiiiiieiieeeeeeee $-- $ 585 % 4,854 $35894 $ 74,255 $ 17,057 $30,069
SaleS. .. -- 754 152 -- 1,657 -- 458
Total reVeNUES........cccueeiieiiiieiieeeieene -- 1,339 5,006 35,894 75,912 17,057 30,527
Cost of revenues:
SUDSCHPLON. ....eeiiiiiiieeeceeeeeee -- 535 4,217 24,861 49,088 18,177 14,872
SaleS. i -- 776 156 -- 819 - 286
Total cost of revenues............ccocceeeinnnns - 1,311 4,373 24,861 49,907 18,177 15,158
Gross profit........ccccvveviiiiniiiiiienne, - 28 633 11,033 26,005 (1,120) 15,369
Operating expenses:
Fulfillment*..........ccocviiiiiiiiiis - 763 2,446 10,247 13,452 3,613 4,155
Technology and development*....................... 100 3,857 7,413 16,823 17,734 5,474 3,181
Marketing™........c.occoevvninninnn. 103 4,052 14,070 25,727 21,031 6,653 7,938
General and administrative*....................... 158 1,358 1,993 6,990 4,658 1,514 1,309
Restructuring charges...... . - - - - 671 -- -
Stock-based compensation*.................cc.e... - 1,151 4,742 8,803 5,686 2,043 1,937
Total operating eXpenses............cccceevenne. 361 11,181 30,664 68,590 63,232 19,297 18,520
Operating l0SS........cccovviiiiiiiiiee, (361)  (11,153) (30,031) (57,557) (37,227) (20,417) (3,151)
Interest and other income (expense), net........... 2 72 186 194 (1,391) (181) (454)
NE 0SS ...veevreeereeeeeeeeeeee e .. $(359) $(11,081) $(29,845) $(57,363) $ (38,618) $(20,598) $(3,605)
Basic and diluted net loss per share............... e $ - $(1227)% (7.13)$(13.52) $ (7.05) $ (4.09) $ (0.59)
Weighted average shares outstanding used in computi ng
net loss per share.........cocccevceenicnneen. -- 903 4,183 4,243 5,479 5,039 6,141
* Amortization of stock-based compensation not
included in expense line-item:
Fulfillment..........ccccovveiiiiiiene, $-- $ 1059% 624 $ 2,298 $ 1,201 $ 429 $ 294
-- 223 1,141 2,871 1,930 724 855
-- 253 351 1,886 1,403 498 596
-- 570 2,626 1,748 1,152 392 192
$-- $ 1151 % 4,742 $ 8,803 $ 5,686 $ 2,043 $1,937
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BALANCE SHEET DATA:

Cash and cash equivalents............ccccccee.....
Working capital (deficit)
Total aSSetsS......coevivieieeiiiiieee e

Capital lease obligations, less current portion....
Notes payable, less current portion................
Subordinated notes payable...........c.ccceeen.
Redeemable convertible preferred stock.............
Stockholders' equity (deficit)............c.eueee.

OTHER DATA:

EBITDA/(1)/ (unaudited)...........ccovveruennnne.
Number of subscribers (unaudited)..................
Net cash provided by (used in):

Operating activities
Investing activities.. .
Financing activities..........ccccccoeerieeenenne

AS OF DECEMBER 31,
M
1997 1998 1999 2000 2001

(IN THOUSANDS)

..$1,582$ 1,061 $ 14,198 $14,895 $16,131 $
. 1,360 (4,704) 11,028 (1,655) (6,656)
. 1,001 4,849 34,773 52,488 41,630
~ 172 811 2,024 1,057
~ - 3959 1843 -
- - - - 2799
.. - 6321 51,819 101,830 101,830
. 1,636 (8,044) (32,028) (73,267) (90,504)

PERIOD FROM
AUGUST 29, 1997
(INCEPTION) TO
DECEMBER 31,

1997 1998 1999 2000

YEAR ENDED DECEMBER 31,

$ (356) $(9,575) $(21,223) $(28,179) $
. - 107 292

$ (261) $(5,408) $(16,529) $(22,706) $
(152) (2,363) (19,742) (24,972) (
(1,995) (7,250) 49,408 48,375

THREE MONTHS
ENDED
MARCH 31,

2001 2001 2002

RE DATA)

(1,716) $ (3,600) $ 3,583
456 303 603

4,847 $(2,805) $ 6,505
12,670) (4,087) (5,798)
9,059 (927) (1,167)

(1) EBITDA consists of operating loss before defatan, amortization, non-cash charges for equistruments granted to non-employees
and stock-based compensation. EBITDA provides tmradtive measure of cash flow from operations. ¥lould not consider EBITDA as a
substitute for operating loss, as an indicatorwfaperating performance or as an alternative $b 8aws from operating activities as a
measure of liquidity. We may calculate EBITDA difatly from other companies.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

THE FOLLOWING DISCUSSION OF OUR FINANCIAL CONDITIOMND RESULTS OF OPERATIONS SHOULD BE READ IN
CONJUNCTION WITH OUR FINANCIAL STATEMENTS AND RELAED NOTES. THIS DISCUSSION CONTAINS FORWARD-
LOOKING STATEMENTS WHICH INVOLVE RISKS AND UNCERTANTIES. OUR ACTUAL RESULTS COULD DIFFER
MATERIALLY FROM THOSE ANTICIPATED IN THESE FORWARD:-OOKING STATEMENTS FOR MANY REASONS,
INCLUDING THE RISKS FACED BY US DESCRIBED IN "RISKACTORS" STARTING ON PAGE 5 AND ELSEWHERE IN THIS
PROSPECTUS.

OVERVIEW

We are the largest online entertainment subscrig@rvice in the United States providing more t6@8,000 subscribers access to a
comprehensive library of more than 11,500 movieyvision and other filmed entertainment titles. @tandard subscription plan allows
subscribers to have three titles out at the same Wwith no due dates, late fees or shipping chaaye®l9.95 per month. Subscribers can view
as many titles as they want in a month. Subscrigelext titles at our Web site ( WWW.NETFLIX.COMyead by our proprietary CineMatch
technology, receive them on DVD by firdiass mail and return them to us at their conver@ersing our prepaid mailers. Once a title has
returned, we mail the next available title in asariber's queue.

We were organized as a Delaware corporation in Augi897. We have incurred significant losses smaanception. As of March 31, 2002,
we had a total stockholders' deficit of $91.3 railli We expect that we will continue to incur substd losses for the foreseeable future. We
also expect to incur significant marketing, tecloggl and development, general and administrativesémak-based compensation expenses.
As a result, we will need to significantly increase operating margins to achieve profitability andy never achieve profitability.

CRITICAL ACCOUNTING POLICIES

We believe our change to the estimated life ovackvive amortize the costs of acquiring titles far fbrary and the selection of a method of
amortization for the costs we incur to acquiresitfor our library are critical accounting policlescause they involve some of the more
significant judgments and estimates used in thpagradion of our financial statements.

CHANGE IN ESTIMATED LIFE OF THE COST OF OUR LIBRARY

In late 2000 and early 2001, we entered into a&se revenue sharing agreements with studios whibktantially changed our business
model for acquiring DVDs and satisfying subscridemand for titles. These revenue sharing agreems@atsie us to acquire DVDs at a lo
upfront cost than traditional buying arrangemeWs.share a percentage of the net revenues genérathd use of each particular title with
these studios over a fixed period of time, gengrBd months. Before the change in our business magetypically acquired fewer copies of
a particular title and utilized each copy over lager period of time. The implementation of theseeneie sharing agreements improved our
ability to acquire larger quantities of newly reded titles and satisfy a substantial portion osstber demand for such titles over a shorter
period of time. On January 1, 2001, we revisedathertization policy for the cost of our library fnoan accelerated method using a three
life to the same accelerated method of amortizaiging a one year life.

The change in life has been accounted for as agehiamaccounting estimate and is accounted for prospective basis from January 1, 2001.
Had the DVDs acquired prior to January 1, 2001 lmeartized using a three-year life, amortizatiopense for 2001 would have been $4.7
million lower than the amount recorded in our fin@h statements, representing a $0.86 per sharaahgnm loss per common share in 2001.
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SELECTION OF A METHOD OF AMORTIZATION OF UPFRONT CO STS OF OUR LIBRARY

Under our revenue sharing agreements, we remipfont payment to acquire titles from the studibsis payment includes a contractually
specified initial fixed license fee that is capitad. Some payments also include a contractuadigipd prepayment of future revenue sha
obligations that is classified as prepaid revernging expense and is applied against future revsharing obligations. A nominal amount is
also capitalized upon acquisition of a particuitke for the cost of the estimated number of DVDes expect to purchase at the end of the title
term. This cost is amortized with the cost of thi&ial license fee on an accelerated basis overyeae We believe the use of an accelerated
method is appropriate because we normally expezibravy initial demand for a title, which subsidese initial demand has been satisfied.

REVENUES

We derive substantially all of our revenues fronntiny subscription fees. From the launch of our VB in April 1998 through January
1999, we generated revenues primarily from indiglddVD rentals and sales to customers. In Marct919& stopped selling new DVDs.
From February 1999 through October 1999, we geeéna&venues primarily from individual DVD rentatsdustomers. In September 1999,
we launched our subscription service, and througlrirary 2000, for a fixed monthly subscription 66&15.95, subscribers could have up to
four titles per month with no due dates or latesfemnd for $3.98, could order an additional titleFebruary 2000, we modified our standard
subscription service to provide subscribers acteas unlimited number of titles for $19.95 per riiprwith a maximum of four titles out at
any time. Existing subscribers were switched tormw service, some at $15.95 per month and thet&it9.95 per month. In October 2000,
we again modified our standard subscription sertogerovide subscribers access to an unlimited rarrobtitles for a fixed monthly fee, wi

a maximum of three titles out at the same timer@l®no minimum subscription period and subscsiloan cancel our service at any time.

We had an insignificant amount of DVD sales in 1898 no DVD sales in 2000. Beginning in late 208)part of the change in our business
model, we began acquiring larger quantities ofipaldr titles through our revenue sharing agreemeid a result, once initial demand for a
particular title has been satisfied, we may hofdimber of titles in excess of the quantities neddeshtisfy ongoing subscriber demand.
Several studios allow us to sell the DVDs acqufrech them at the end of the revenue sharing tersfol® we sell a particular title, we
compare the number of copies we hold to estimatedd demand to determine the number of copiesanesell without jeopardizing our
ability to satisfy future subscriber demand. Frammetto time, we expect to make bulk sales of oedu3VDs to resellers.

We recognize subscription revenues ratably duragheubscriber's monthly subscription period. Wem refunds to subscribers as a
reduction of revenues or deferred revenues, aopppte. We recognize revenues from the sale af 08€Ds to resellers when the DVDs are
shipped to the reseller. Historically, revenuesfidVD rentals and shipping revenues also were mgized when the product was shipped to
the customer.

In addition to our standard service, we also adféwwer priced plan in which subscribers can keaptttles at the same time for $13.95 per
month, as well as higher priced plans offering fdiwe and eight titles out at the same time fo4.$8, $29.95 and $39.95 per month,
respectively. As of March 31, 2002, approximatedg®of our paying subscribers paid $19.95 or morenpanth.

COST OF REVENUES
COST OF SUBSCRIPTION REVENUES

We acquire titles for our library using traditiorialying methods and revenue sharing agreementditidral buying methods normally result
in higher upfront costs when compared to titlesaoteid through revenue sharing agreements. Cosibstaption revenues consists of
revenue sharing costs, amortization of our
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library, amortization of intangible assets relate@quity instruments issued to certain studios@rstage and packaging costs related to
shipping titles to paying subscribers.

REVENUE SHARING COSTS. Our revenue sharing agred¢sngenerally commit us to pay an initial upfrore fer each DVD acquired.
Under certain of our revenue sharing agreement@ayen additional minimum revenue sharing feeefarth DVD shipped to a subscriber.
Other than the initial upfront payment for DVD'sja@ed, we are not obligated to pay any minimuneraie sharing fee on DVDs that are
shipped. We characterize these payments to th@stad revenue sharing costs. As of December 311, 2@e had revenue sharing agreerr
with over 40 studios that expire at various daginming in 2002.

AMORTIZATION OF THE COST OF DVDS. Prior to Januaty2001, we amortized our cost of DVDs using arelrated method over an
estimated life of three years and assumed no salvalge. On January 1, 2001, we revised the estihidiée to one year and assumed a
salvage value of $2.00 for the DVDs that we belieeewill eventually sell.

AMORTIZATION OF INTANGIBLE ASSETS RELATED TO EQUITYISSUED TO STUDIOS. In 2000, in connection withrsigy

revenue sharing agreements with Columbia TriStanél&ntertainment, Dreamworks International Distiitruand Warner Home Video, we
agreed to issue each of these studios an amowutr &eries F Non-Voting Preferred Stock equal 204% of our fully diluted equity
securities outstanding. In 2001, in connection witning revenue sharing agreements with Twen@athtury Fox Home Entertainment and
Universal Studios Home Video, we agreed to issweatth of the two studios an amount of our Seril®i-Voting Preferred Stock equal to
1.204% of our fully diluted equity securities oatstling. As of December 31, 2001, the aggregatenéSF Non-Voting Preferred Stock
granted to these five studios equaled 6.02% ofudlyr diluted equity securities outstanding. Priorthis offering, these studios are entitled to
receive additional grants of Series F Non-Votingf@red Stock to maintain their equity interest$.204% of our fully diluted equity
securities outstanding. Consequently, when we gratibns or issue stock, we also are obligatedgod additional shares of Series F Non-
Voting Preferred Stock to these studios to maintiaéir equity ownership interest at 6.02% in thgragate. Our Series F Non-Voting
Preferred Stock automatically converts into our gwn stock upon the closing of this offering. Weagtize our obligation to grant these
equity interests at fair value as an intangibleeaaad we increase additional paid-in capital onbalance sheet. We then amortize the
intangible asset on a straight-line basis to cbstibscription revenues over the term of each neeestharing agreement with each studio. The
term for the three agreements entered into in 20€i0e years and the term for the two agreementsred into 2001 is three years. Each time
there is a dilution event prior to this offeringewvill determine the value of our obligation toussadditional equity interests. The determined
value is added to the intangible asset and amdrtizeost of subscription revenues over the remgitérm of the applicable revenue sharing
agreement.

POSTAGE AND PACKAGING. Postage and packaging costssist of the postage costs to mail titles tofameh our paying subscribers,
each of which is currently $0.34 but will increase$0.37 on June 30, 2002, and the packaging tmstse mailers.

COST OF SALES REVENUES

Cost of revenues for DVD sales includes the salvadee for used DVDs sold and, historically, costnerchandise sold to customers.
OPERATING EXPENSES

FULFILLMENT

Fulfillment expense represents those expensesrettur operating and staffing our distribution aus$tomer service centers, including costs
attributable to receiving, inspecting and warehoggiur library.
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Fulfillment also includes credit card fees and ott@lection related expenses. Through Decembet 206 maintained only one distribution
center in San Jose, California. We are currentigpmhg DVDs to subscribers from eight regional disition centers, at various levels of
capacity. We plan to open a limited number of addél regional distribution centers in 2002. As @g@en and operate new regional
distribution centers, we expect that our fulfillmensts will increase.

TECHNOLOGY AND DEVELOPMENT

Technology and development expense consists obfpayrd related expenses we incur related to tgstimaintaining and modifying our Web
site, CineMatch technology, telecommunicationsesystand infrastructure and other internal-use so#wsystems. Technology and
development expense also includes depreciatiomeofdmputer hardware we use to run our Web sitestomd our data. We continuously
research and test a variety of potential improvamenour internal hardware and software systenasiaffort to improve our productivity a
enhance our subscribers' experience. We expeontiae to invest in technology and improvementsunWeb site and internal-use
software and, as a result, we expect our technadogydevelopment expense will continue to incredsebelieve certain costs we have
incurred on several improvement projects have anggbenefit. Consequently, we capitalized technolmgy development related expenses of
$0.3 million in 1999, $1.3 million in 2000 and $Xllion in 2001. The capitalized amounts are amed on a straight-line basis over the
estimated period of benefit of each improvemenmtgimag from one to two years.

MARKETING

Marketing expense consists of marketing expenditarael other promotional activities, including reversharing costs, postage and packe
costs and library amortization costs related te fral periods. In the second half of 2001, welamented several new subscriber acquisition
activities which provide incentives in the formpaly-forperformance payments for each new subscriber pedviol us. We anticipate that «
marketing expense will increase in future pericgls @aesult of the overall growth in our subscribase, free trial offers and pay-for-
performance arrangements.

GENERAL AND ADMINISTRATIVE

General and administrative expense consists offlaymd related expenses for executive, financetesd acquisition and administrative
personnel, as well as recruiting, professional faesother general corporate expenses.

STOCK-BASED COMPENSATION

Stock-based compensation for equity instrumenteidso employees represents the aggregate difierahthe grant date, between the
respective exercise price of stock options or stgrelts and the deemed fair market value of thenyidg stock. Stock-based compensation
is generally amortized over the vesting periodhef anderlying options or grants based on an aatelamortization method.

In 2001, we offered our employees and directorsitiie to exchange certain stock options. We exghdremployee options to purchase 2.7
million shares of common stock with varying exeeqgisices in exchange for options to purchase 2llfomshares of common stock with an
exercise price of $1.00. The stock option exchaegalted in variable award accounting treatmenafbof the exchanged options. Variable
award accounting will continue until all optionsbgect to variable accounting are exercised, caadall expire. Variable accounting treatn
will result in unpredictable and potentially sigoént charges or credits to our operating expefiees fluctuations in the market price of our
common stock.

For each hypothetical one-dollar increase or deer@athe fair value of our common stock, we wittord deferred compensation in an
amount equal to the number of shares underlyingdhiable awards
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multiplied by the one-dollar change. However, te &xtent these variable awards are not fully vestedstock compensation expense will be
less than the amount we record as deferred comjp@msior example, if at December 31, 2001 thevalue of our common stock had
increased or decreased by $1.00, our deferred-bi@skd compensation would change by approximalg &illion and our stock-based
compensation expense would be affected by appra&iypn®0.4 million. Once these variable awards bezdufly vested, our stock based
compensation will be affected on a dollar for dobasis and a change in our stock price will diyeichpact the amount we record as stock-
based compensation in an amount equal to the nuofilstiares underlying the variable awards outstandiultiplied by the change in the f
value of our common stock. For example, assumihg@.almillion variable awards are fully vested andstanding and assuming an increase
(decrease) in the fair value of our common stocR1000 in a quarter, our stock-based compensatiperse (credit) related to the variable
awards for that quarter would be $2.7 million. Adarch 31, 2002, most of these variable awardswet fully vested and had a variety of
final vesting dates over the next three years.

RESULTS OF OPERATIONS
THREE MONTHS ENDED MARCH 31, 2001 COMPARED TO THREE MONTHS ENDED MARCH 31, 2002
REVENUES

SUBSCRIPTION REVENUES. Our subscription revenuesaased from $17.1 million for the three monthseshillarch 31, 2001 to $30.1
million for the three months ended March 31, 20@presenting a 76% increase. This increase wasrdgvmarily by a 78% increase in the
average number of subscribers between 2001 and 20@believe the increase in the number of subsrsitvas caused by our unrivalled
selection of titles, consistently high levels obscriber satisfaction, the rapid consumer adopiiodVD players and our increasingly
effective marketing programs.

SALES REVENUES. Our sales revenues increased i@ fr the three months ended March 31, 2001 6 #$llion for the three months
ended March 31, 2002. This increase was due teaarof used DVDs to resellers. We did not sell titfgs during the three months ended
March 31, 2001.

COST OF REVENUES AND GROSS PROFIT

COST OF SUBSCRIPTION REVENUES. Cost of subscriptiewvenues decreased from $18.2 million for theghmenths ended March 31,
2001 to $14.9 million for the three months endeddi81, 2002, representing an 18% decrease. Thieage was attributable primarily to
the net effect of the following:

. REVENUE SHARING COSTS. Our revenue sharing costeeased from $2.4 million for the three monthdeshMarch 31, 2001 to $6.2
million for the three months ended March 31, 20@presenting a 157% increase. As a percentagebetisption revenues, our revenue
sharing costs increased from 14% in the three nsoetided March 31, 2001 to 20% in the three monttledMarch 31, 2002. This increase
was due primarily to a substantial increase inpieentage of titles subject to revenue sharingeagents mailed to our subscribers.

. DVD AMORTIZATION COSTS. Our DVD amortization castlecreased from $11.1 million for the three moetided March 31, 2001 to
$2.7 million for the three months ended March 3102 representing a 76% decrease. The decreassttwhstable to an increase in
amortization in the three months ended March 30126hich was caused by the change in the estintif@eaf our DVD library from three
years to one year. In addition, the decrease veascalused by a decrease in acquisitions of DVRrjbfrom $23.9 million in 2000 compar:
to $8.9 million in 2001.

. AMORTIZATION OF INTANGIBLE ASSETS RELATED TO EQUIY ISSUED TO STUDIOS. We recorded intangible ass¢$0.9
million for the three months ended March 31, 206d $0.8 million for the three months ended MarchZZI02 related to our issuance of
Series F Non-Voting Preferred Stock to studios.rééerded related amortization of these intangibiets of $0.4 million for the three
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months ended March 31, 2001 and $0.6 million ferttiree months ended March 31, 2002. The increaamortization of intangible assets
was attributed to increases in intangible assetsezhby our obligation to issue additional shafeSasies F Non-Voting Preferred Stock to
these studios upon dilution.

. POSTAGE AND PACKAGING COSTS. Our postage and pgahkg costs increased from $4.3 million for theethmonths ended March 31,
2001 to $5.4 million for the three months ended dia81, 2002, representing a 26% increase. Thigaser was attributable primarily to an
increase in the number of DVDs mailed to our subscs. As a percentage of subscription revenuaspastage and packaging costs
decreased from 25% for the three months ended MaircR001 to 18% for the three months ended Matct2302 primarily due to a decre
in the postage per title as a result of packagimgrovements.

COST OF SALES REVENUES. Cost of sales revenuegasad from $0.0 for the three months ended MarcB®@11 to $0.3 million for the
three months ended March 31, 2002. This increaseattabutable to our decision to sell used DVDsetsellers.

GROSS PROFIT. Our gross profit increased from & #iillion loss for the three months ended MarchZI01 to $15.4 million profit for the
three months ended March 31, 2002. Our gross pnafieased primarily as a result of the growthun subscription revenues and a decrease
in our direct costs of providing those subscriptenvices.

OPERATING EXPENSES

FULFILLMENT. Fulfilment expenses increased from.&3nillion for the three months ended March 31,269$4.2 million for the three
months ended March 31, 2002, representing a 158éase. This increase was primarily attributabletoeases in the overall volume of the
activities of our primary fulfillment center and aetrease in credit card fees from $0.8 million thee three months ended March 31, 2001 to
$1.0 million for the three months ended March 3102 As a percentage of subscription revenuesllfioéint expenses decreased from 21%
for the three months ended March 31, 2001 to 14%htthree months ended March 31, 2002 primatily h a combination of an increasing
revenue base and improvements in our fulfillmentdpctivity due to our continuous efforts to refered streamline our fulfillment operatiol
Credit card fees as a percentage of revenues dddliom approximately from 5% in the three monthdezl March 21, 2001, to
approximately 3% in the three months ended Marct2802, but increased in terms of absolute dolldue, to a 76% increase in subscription
revenues.

TECHNOLOGY AND DEVELOPMENT. Excluding capitalize@fware development costs, our technology and dgweént expenses
decreased from $5.5 million for the three monthdeenMarch 31, 2001 to $3.2 million for the threenths ended March 31, 2002,
representing a 42% decrease. This decrease wasdcpiiarily by decreases in personnel costs asudtrof employees terminated as part of
our restructuring during the quarter ended Septe®®e2001. As a percentage of subscription reveneehnology and development
expenses decreased from 32% for the three monttesiévlarch 31, 2001 to 11% for the three months émdigrch 31, 2002 primarily due to
an increase in subscription revenues.

MARKETING. Our marketing expenses increased fronY $6illion for the three months ended March 31,269$7.9 million for the three
months ended March 31, 2002, representing a 198éase. This increase was attributable primarilgrawth in the number of new
subscribers offset by decreases in the marketispper acquired subscriber. As a percentage otspkisn revenues, marketing expenses
decreased from 39% for the three months ended MaircR001 to 26% for the three months ended Matgti2B02 primarily due to an
increase in subscription revenues and a reduatifreé trials.

GENERAL AND ADMINISTRATIVE. Our general and adminiative expenses decreased from $1.5 million fertttiee months ended
March 31, 2001 to $1.3 million for the three monginsled March 31, 2002, representing
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a 14% decrease. This decrease was attributablelgiito our cost containment efforts. As a peragetof subscription revenues, general and
administrative expenses decreased from 9% foritee tmonths ended March 31, 2001 to 4% for thesthrenths ended March 31, 2002
primarily due to an increase in subscription reenu

STOCK-BASED COMPENSATION. Our stock-based compeapsatxpenses decreased from $2.0 million for theettmonths ended March
31, 2001 to $1.9 million for the three months enlftadch 31, 2002, representing a 5% decrease. Huiedse was attributable to reduced
charges caused by utilization of the graded vestirthod of stock compensation amortization offseinbreased charges related to variable
award accounting.

INTEREST AND OTHER INCOME (EXPENSE), NET

Interest and other income (expense), net congisteply of interest earned on our cash and caslivatpnts offset by interest expense rel:
to interest-bearing obligations. We had interest atier expense, net of $0.2 million for the thmeanths ended March 31, 2001 and interest
and other expense, net of $0.5 million for theehreonths ended March 31, 2002. This change wasutble primarily to a decrease in
interest income caused by a decrease in our inteeesing cash balances and additional interesgeksacaused by the issuance of
subordinated notes payable with a face amount ®0$dillion in July 2001.

YEAR ENDED DECEMBER 31, 2000 COMPARED TO YEAR ENDED DECEMBER 31, 2001
REVENUES

SUBSCRIPTION REVENUES. Our subscription revenuesaased from $35.9 million in 2000 to $74.3 millioni2001, representing a 107
increase. This increase was driven primarily by&% increase in the average number of subscritedveclen 2000 and 2001. We believe the
increase in the number of subscribers was causedbynrivalled selection of titles, consistentlghnlevels of subscriber satisfaction, the
rapid consumer adoption of DVD players and oureéasingly effective marketing programs. In additipart of the increase was due to a
$4.00 increase in the monthly subscription fee gbadto some of our subscribers beginning in Oct@nen.

SALES REVENUES. Our sales revenues increased fi@mifi 2000 to $1.7 million in 2001. This increasas due to our sale of used DVDs
to resellers. We did not sell any titles in 2000.

COST OF REVENUES AND GROSS PROFIT

COST OF SUBSCRIPTION REVENUES. Cost of subscriptevenues increased from $24.9 million in 200046.% million in 2001,
representing a 97% increase. This increase walsu#tble primarily to:

. REVENUE SHARING COSTS. Our revenue sharing costeeased from $1.6 million in 2000 to $12.8 mitlisn 2001, representing a 69:
increase. As a percentage of subscription revemmugsevenue sharing costs increased from 4% i 2007% in 2001. This increase was
due primarily to a substantial increase in the @etage of titles subject to revenue sharing agraesmeailed to our subscribers.

. DVD AMORTIZATION COSTS. Our DVD amortization casincreased from $11.3 million in 2000 to $19.5lioml in 2001, representing a
73% increase. This increase was attributable pifyniarthe decrease in the period over which we dim®the cost of our library. As a
percentage of subscription revenues, our DVD amatitn costs decreased from 31% in 2000 to 2699@1 Drimarily due to lower upfront
prices paid for DVDs in connection with our reversiaring agreements.

. AMORTIZATION OF INTANGIBLE ASSETS RELATED TO EQUIY ISSUED TO STUDIOS. We recorded deferred cost$6i
million in 2000 and $4.1 million in 2001 relateddar issuance of equity to studios. We
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recorded related amortization of intangible ase&$0.6 million in 2000 and $2.1 million in 2001hi§ increase was attributable to a full year
of amortization in 2001 as compared to a partial y# amortization in 2000, additional deferredrges for two new revenue sharing
agreements in 2001 and increases in deferred chaagesed by our obligation to issue additional tgcgécurities to these studios.

. POSTAGE AND PACKAGING COSTS. Our postage and pgakg costs increased from $11.4 million in 200$14.7 million in 2001,
representing a 29% increase. This increase walsud#tble primarily to an increase in the numbeb¥Ds mailed to our subscribers. As a
percentage of subscription revenues, our postag@ackaging costs decreased from 32% in 2000 toiR@@01 primarily due to a decrease
in the postage rate per title as a result of packgighprovements.

COST OF SALES REVENUES. Cost of sales revenuegasad from $0.0 in 2000 to $0.8 million in 2001isTihcrease was attributable to
our decision to sell used DVDs to resellers in 200 did not sell any DVDs in 2000.

GROSS PROFIT. Our gross profit increased from $idillon in 2000 to $26.0 million in 2001, represieiy a 136% increase and gross
profit percentages of 31% in 2000 and 34% in 2@dr. gross profit percentages increased primarily essult of the growth in our
subscription revenues and a decrease in our dive@mental costs of providing those subscriptiervises.

OPERATING EXPENSES

FULFILLMENT. Fulfilment expenses increased from02 million in 2000 to $13.5 million in 2001, regenting a 31% increase. This
increase was primarily attributable to increasehénoverall volume of the activities of our primdulfillment center and an increase in credit
card fees from $1.6 million in 2000 to $3.2 millian2001. As a percentage of subscription reverfuéfdiment expenses decreased from
29% in 2000 to 18% in 2001 primarily due to a comaltion of an increasing revenue base and improvesewour fulfillment productivity

due to our continuous efforts to refine and stré@enbur fulfillment operations. Credit card feesrgased due to an increase in subscription
revenues.

TECHNOLOGY AND DEVELOPMENT. Excluding capitalize@fware development costs, our technology and dgweént expenses
increased from $16.8 million in 2000 to $17.7 ro#fliin 2001, representing a 5% increase. This iser@as primarily the result of our
investment in storing data, handling large increasdraffic on our Web site and maintaining anddifyong our software related to our Web
site, CineMatch technology and our internal-sofeniafrastructure. As a percentage of subscripteamenues, technology and development
expenses decreased from 47% in 2000 to 24% in gAftarily due to an increase in subscription revemnu

MARKETING. Our marketing expenses decreased frofm Billion in 2000 to $21.0 million in 2001, repenting a 18% decrease. This
decrease was primarily attributable to scaling theknumber of free trial offers for part of 200idaa reduction in our free trial offer period
of 30 days to typically 14 days for the balanc@d1. As a percentage of subscription revenuesketiag expenses decreased from 72% in
2000 to 28% in 2001 primarily due to an increassubscription revenues.

GENERAL AND ADMINISTRATIVE. Our general and adminiative expenses decreased from $7.0 million inD200$4.7 million in 2001,
representing a 33% decrease. This decrease waarijbyimttributable to our cost containment effart2001 and the $1.3 million one-time
cost of our withdrawn public offering in 2000. Aparcentage of subscription revenues, general dmihéstrative expenses decreased from
19% in 2000 to 6% in 2001 primarily due to an im@® in subscription revenues.

RESTRUCTURING. In 2001, we recorded a restructugrgense of $0.7 million relating to severance paytsimade to 45 employees we
terminated in an effort to restructure our orgatiato streamline our processes and reduce expewée had no restructuring expense in
prior years.
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STOCK-BASED COMPENSATION. Our stock-based compeapsatxpenses decreased from $8.8 million in 20086t@ million in 2001,
representing a 35% decrease. This decrease waaribyiattributable to reduced charges caused bization of the graded vesting method of
stock compensation amortization and fewer optisaséad at exercise prices below deemed fair value fdllowing table shows the amounts
of stock-based compensation expense that would e recorded under the following categories efating expenses had stock-based
compensation expense not been separately statibe statement of operations:

YEAR ENDED
DECEMBER 31,

( IN THOUSANDS)
Fulfillment.........coociiiiicee $ 2,298 $1,201
Technology and development....................... 2,871 1,930
Marketing........oocoeveeiniiieiieiiiieeee 1,886 1,403
General and administrative....................... 1,748 1,152

INTEREST AND OTHER INCOME (EXPENSE), NET

We had interest and other income, net of $0.2 anilin 2000 and interest and other expense, net.dfiillion in 2001. The change between
2000 and 2001 was attributable primarily to a daseein interest income caused by a decrease inteuest bearing cash balances and
additional interest charges caused by the issuaiebordinated notes payable with a face amout.8f0 million. These notes payable h

a carrying amount of $2.8 million at December 3102 The difference between the carrying amountfacel amount is being accreted to
interest expense using an effective rate of 21%apaum. Upon completion of this offering, the renirag unamortized discount on our
subordinated promissory notes, $10.9 million atédaioer 31, 2001, will be recorded as an expendeeipériod of the offering.

YEAR ENDED DECEMBER 31, 1999 COMPARED TO YEAR ENDED DECEMBER 31, 2000
REVENUES

SUBSCRIPTION REVENUES. Our subscription revenuesaased from $4.9 million in 1999 to $35.9 million2000, representing a 639%
increase. This increase was driven primarily bylasgantial increase in the number of subscribefwd®n 1999 and 2000. We believe the
increase in subscribers was caused by our unrizatéection of titles, consistently high levelssabscriber satisfaction, the rapid consumer
adoption of DVD players and our increasingly effeztmarketing programs.

SALES REVENUES. Our sales revenues decreased fognrfillion in 1999 to $0.0 in 2000 due to our démn to discontinue selling new
DVDs through our Web site in 1999.

COST OF REVENUES AND GROSS PROFIT

COST OF SUBSCRIPTION REVENUES. Cost of subscriptievenues increased from $4.2 million in 1999 td.92nillion in 2000,
representing a 490% increase. This increase wamply attributable to:

. REVENUE SHARING COSTS. Our revenue sharing costeeased from $0.0 in 1999 to $1.6 million in 20QQr revenue sharing costs
increased as a result of our decision in 2000 terénto revenue sharing agreements as a meaawév bur upfront costs of acquiring titles.
We did not have any revenue sharing agreement3d8. 1

. DVD AMORTIZATION COSTS. Our DVD amortization casincreased from $1.8 million in 1999 to $11.3 imillin 2000. This increase
was attributable primarily to an increase in thstad
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acquisitions of DVDs from $9.9 million in 1999 t@%9 in 2000. As a percentage of subscription regenour DVD amortization costs
decreased from 37% in 1999 to 31% in 2000 primahilg to growth in our subscription revenues atairaexcess of the growth in our
amortization.

. AMORTIZATION OF INTANGIBLE ASSETS RELATED TO EQUIY ISSUED TO CERTAIN STUDIOS. Our intangible asseisrease
from $0.0 in 1999 to $6.1 million in 2000 due ta @suance of Series F Non-Voting Preferred StodRdlumbia TriStar Home
Entertainment, Dreamworks International Distribotand Warner Home Video. We also recorded relateattization of intangible assets of
$0.6 million in 2000. We did not issue any equdystudios and accordingly had no amortization i8919

. POSTAGE AND PACKAGING COSTS. Our postage and pgakg costs increased from $2.4 million in 199%$1d.4 million in 2000. Thi
increase was attributable primarily to an incrédagbe number of DVDs mailed to our subscribersaAsercentage of subscription revenues,
our postage and packaging costs decreased fronit2999 to 32% in 2000 primarily due to lower pagikg costs per shipment as a result
of a reduction in the weight of our packaging mater

COST OF SALES REVENUES. Cost of sales revenuesedsed from $0.2 million in 1999 to $0.0 in 2000isTdecrease was attributable to
our decision to discontinue selling new DVDs throuwyr Web site in 1999.

GROSS PROFIT. Our gross profit increased from $@ilBon in 1999 to $11.0 million in 2000, represknt gross profit percentages of 13%
in 1999 and 31% in 2000. Our gross profit percesggdgcreased primarily as a result of the growthunsubscription revenues and a decr
in our direct costs of providing those subscriptienvices.

OPERATING EXPENSES

FULFILLMENT. Fulfillment expenses increased from.42nillion in 1999 to $10.2 million in 2000, repezging a 319% increase. This
increase was attributable primarily to increasethénoverall volume of the activities of our primdulfillment center and an increase in credit
card fees from $0.2 million in 1999 to $1.6 millian2000. As a percentage of subscription reverfuéfdiment expenses decreased from
50% in 1999 to 29% in 2000 primarily due to a comaftion of an increasing revenue base and improveseour fulfillment productivity as
a result of our continuous efforts to refine arrdamline our fulfillment operations offset by tmeiease in credit card fees.

TECHNOLOGY AND DEVELOPMENT. Excluding capitalize@fware development costs, our technology and dgweént expenses
increased from $7.4 million in 1999 to $16.8 miflim 2000, representing a 127% increase. This &s&revas primarily the result of our
investment in storing data, handling large increasdraffic on our Web site and maintaining anddifiong our software related to our Web
site, CineMatch technology and our internal-sofeniafrastructure. As a percentage of subscriptamenues, technology and development
expenses decreased from 153% in 1999 to 47% in ROB@rily due to an increase in subscription rexem

MARKETING. Our marketing expenses increased from.$Inillion in 1999 to $25.7 million in 2000, regenting a 83% increase. This
increase was attributable primarily to our inteiesifefforts to acquire new subscribers throughresieadvertising agencies, television
commercials and an increase in the length of @ frial period. As a percentage of subscriptimemees, marketing expenses decreased
from 290% in 1999 to 72% in 2000 primarily due toiacrease in subscription revenues.

GENERAL AND ADMINISTRATIVE. Our general and adminiative expenses increased from $2.0 million in9.@89$7.0 million in 2000,
representing a 251% increase. This increase wésutdtble primarily to increases in personnel aaxlity-related costs associated with the
expansion of our business and the $1.3 million obsur withdrawn public offering. As a percentagesubscription revenues, general and
administrative expense decreased from 41% in 1899% in 2000 primarily due to an increase in stipton revenues.
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STOCK-BASED COMPENSATION. Our stock-based compeapsatxpense increased from $4.7 million in 199$8® million in 2000,
representing an 86% increase. This increase wasuadtble primarily to charges we recorded reldatesuing options to employees at
exercise prices below the deemed fair value atitttes of grant. The following table shows the ant®oh stock-based compensation expense
that would have been recorded under the followettggories of operating expenses had stuaded compensation expense not been sep:
stated on the statement of operations:

YEAR ENDED

DECEMBER 31,

1999 2000

(IN THOUSANDS)
Fulfillment....cccoooviiiiicieeee $ 624 $2,298
Technology and development........ccccccceeeeeeee. L 1,141 2,871
Marketing.....cccovcvveeeiiiiie e ieeeeeeeeee 351 1,886
General and administrative..........ccccoceeveeeee. L 2,626 1,748

INTEREST AND OTHER INCOME (EXPENSE), NET

We had interest and other income, net of $0.2 onilin 1999 and 2000. Interest income increased $0r@ million in 1999 to $1.6 million in
2000 as a result of an increase in our overallagecash balance during 2000 which was causedelngdeipt of $50.0 million in proceeds
from the sale of Series E preferred stock. Intezgpense increased from $0.7 million to $1.5 millas a result of an increase in interest
bearing debt in 2000.
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SELECTED QUARTERLY OPERATING RESULTS

The following tables set forth unaudited quartestigtement of operations data for the nine quaeteded March 31, 2002 as well as the
percentage of total revenues represented for seléetms. The information for each of these quar@s been prepared on substantially the
same basis as the audited financial statementsdedlelsewhere in this prospectus and, in the @piof management, include all
adjustments, consisting only of normal recurringisinents, except as otherwise indicated, neceésatlye fair presentation of the results of
operations for such periods. This data should hd i@ conjunction with the audited financial staggnts and the related notes included
elsewhere in this prospectus. These quarterly tipgreesults are not necessarily indicative of operating results for any future period.

THREE MONTHS ENDED

MARCH 31, JUNE 30, SEPT. 30, DEC. 31, MARCH 31, JUNE 30, SEPT. 30, DEC. 31, MARCH 31,
2000 2000 2000 2000 2001 2001 2001 2001 2002

(IN THOUSANDS)

$10,182 $13,391 $17,057 $17,392 $18,444 $21,362 $30,069
- - - 967 434 256 458
Total revenues............. 5174 7,147 10,182 13,391 17,057 18,359 18,878 21,618 30,527
Cost of revenues:
Subscription... ... 3,128 5,150 7,213 9,370 18,177 10,776 9,667 10,468 14,872
Sales.....ccoeeeviiviennnen. -- - - - - 446 176 197 286
Total cost of revenues..... 3,128 5,150 7,213 9,370 18,177 11,222 9,843 10,665 15,158
Gross profit.......cccceeueen. 2,046 1,997 2,969 4,021 (1,120) 7,137 9,035 10,953 15,369
Operating expenses:
Fulfillment.................. 1,823 2,477 2,368 3,579 3,613 3,589 3,283 2,967 4,155
Technology and development... 3,248 3,959 4,041 5,575 5,474 4,896 4,463 2,901 3,181
Marketing...........cccou. 6,122 5,639 6,616 7,350 6,653 4,090 3,444 6,844 7,938
General and administrative... 764 1,761 1,863 2,602 1,514 1,031 1,003 1,110 1,309
Restructuring charges........ - -- - - - - 671 - -
Stock-based compensation..... 1,963 2,530 2,073 2,237 2,043 1,436 1,220 987 1,937
Total operating expenses... 13,920 16,366 16,961 21,343 19,297 15,042 14,084 14,809 18,520
Operating loss . (11,874) (14,369 ) (13,992) (17,322) (20,417) (7,905) (5,049) (3,856) (3,151)
Interest and other income
(expense), net................. (102) 302 210 (216) (181) (96) (505) (609) (454)
Net [0SS......ccveevrveeennns $(11,976) $(14,067 ) $(13,782) $(17,538) $(20,598) $(8,001) $(5,554) $(4,465) $(3,605)
Other Data:
EBITDA/(1)/ (unaudited)...... $(6,248) $ (7,366 ) $(6,175) $ (8,390) $(3,600) $ (131) $ 613 $1,402 $3,583
Number of subscribers
(unaudited)................. 156 194 239 292 303 308 334 456 603

(1) EBITDA consists of operating loss before defatien, amortization, non-cash charges for equistruments granted to non-employees
and stock-based compensation. EBITDA provides mradtive measure of cash flow from operations. ¥lould not consider EBITDA as a
substitute for operating loss, as an indicatorufaperating performance or as an alternative b éaws from operating activities as a
measure of liquidity. We may calculate EBITDA dikatly from other companies.
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THREE MONTHS ENDED

MARCH 31, JUNE 30 , SEPT. 30, DEC. 31, MARCH 31, JUNE 30, SEPT. 30, D EC. 31, MARCH 31,
2000 2000 2000 2000 2001 2001 2001 2001 2002
Revenues:
Subscription.................. 100% 100 % 100% 100% 100% 95% 98% 9% 98%
Sales....oovviiieinnns 0 0 0 0 0 5 2 1 2
Total revenues............. 100 100 100 100 100 100 100 100 100
Cost of revenues:
Subscription.................. 60 72 71 70 107 59 51 48 49
SaleS....coovviiniiinns 0 0 0 0 0 2 1 1 1
Total cost of revenues..... 60 72 71 70 107 61 52 49 50
Gross profit.........cceeeeee.. 40 28 29 30 7 39 48 51 50
Total operating expenses......... 269 229 166 159 113 82 75 69 61
Operating [0SS.........ccccouue. (229) (201) (137) (129) (120) (43) (27) (18) (11)
Interest and other expense, net..  (2) 4 2 @ @O @ 2 3) 1)
Net 10SS....covvvereeiieenne. (231)% (197) % (135)% (131)% (121)% (44)% (29)% 21)% (12)%

SUBSCRIPTION REVENUES

The increase in total subscription revenues fogadirters presented was caused by increases muthkeer of our paying subscribers. We
believe the number of paying subscribers increéseseveral reasons including the unrivalled séacbffered by our subscription service,
consistently high levels of customer satisfacttbe, rapid consumer adoption of DVD players andincreasingly effective marketing
programs.

COST OF SUBSCRIPTION REVENUES

On January 1, 2001, we revised the estimated fitiplibrary from three years to one year. Amatian expense for the quarter ended
March 31, 2001 includes an increase in amortizatersed by the effect of revising the life of abrdry. The decrease in DVD amortization
expense as a percentage of subscription reventesdrethe quarter ended March 31, 2001 and theequemded June 30, 2001 is caused
primarily by a decrease in the amortizable cosiwflibrary.

TECHNOLOGY AND DEVELOPMENT

The decrease between the quarter ended Septemi@H@0and the quarter ended December 31, 200tavesed by decreases in personnel
costs as a result of employees terminated as @pautr restructuring during the quarter ended Sapier 30, 2001.

MARKETING

The decrease during each of the three quarteregueést to the fourth quarter of 2000 is due toisgddack our free trial offers during the
first two quarters of 2001. The increase in mariggexpense in the fourth quarter of 2001 resuttsifan increase in the number of free trials
offered to new subscribers as well as an incraasigei expense we incurred for pay-for-performandesesriber referral programs.

GENERAL AND ADMINISTRATIVE

The decrease between the quarter ended Decemhb20@1 and the quarter ended March 31, 2001 waeddusexpenses incurred in relat
to our withdrawn initial public offering that weexpensed during the quarter ended December 31, 2000
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LIQUIDITY AND CAPITAL RESOURCES

We have financed our operations primarily with $51million raised through private sales of our commnand preferred equity securities and
subordinated promissory notes. As of March 31, 20@82had cash and cash equivalents of $15.7 million

We expect to devote substantial resources to ammtion expand our subscriber base, expand ouryiboameet subscriber demand, automate
our fulfilment operations and maintain and enhatheesystems necessary to support our growth. Athave anticipate that our current cash
and cash equivalents and cash flows, excluding¢h@roceeds from this offering, will be sufficigntfund our activities for at least the next
12 months and the foreseeable future, we cannoteagsu that we will not be required to use thecpeals from this offering, obtain
additional financing within this time period or tredditional financing, if needed, will be availaldn terms acceptable to us, or at all. In
addition, although there are no present understgsdcommitments or agreements with respect tamaguisition of other businesses,
products or technologies, we may, from time to tienaluate acquisitions of other businesses, ptedut technologies. If we are unable to
raise additional equity or debt financing, if andem needed, we could be forced to significantlyailiour operations.

In July 2001, we issued subordinated promissorgsiahd warrants to purchase 20,456,866 shares abmmon stock at an exercise prict
$1.00 per share for net proceeds of $12.8 millve.allocated $10.9 million of the proceeds to tlerants and recorded it as additional paid-
in capital and $1.9 million to the notes payablee Tesulting discount of $11.1 million is being @ted to interest expense using an effective
annual interest rate of 21%. Our subordinated pgsary notes accrue interest at a stated rate ofd#%ear compounded annually. The
subordinated notes and all accrued interest araddayable upon the earlier to occur of July20d,1 or the completion of this offering. As
a result, upon completion of this offering, the eening unamortized discount will be recorded ag@gpmense in the period of the offering.

At March 31, 2002, we had redeemable convertibéégored stock with a redemption value of $101.7ioml The holders of this redeemable
convertible preferred stock have the option to eedéheir shares for cash during a 60-day periodweenting June 12, 2004. The redeemable
convertible preferred stock will automatically centvto common stock upon the closing of this offgriUpon such conversion, the
redemption right will terminate.

At March 31, 2002, we had a note payable securestibgtantially all of our assets with an unpaidcibeé of $1.0 million. The note payable
due in monthly principal installments of $0.2 nali plus interest through September, 2002.

At March 31, 2002, our current liabilities exceeded current assets by $9.5 million, and we hath cd$15.7 million, accounts payable of
$16.3 million and accrued expenses of $4.4 milliMarch 31, 2002 we also had commitments to ngaments on capital leases and
operating leases of approximately $3.4 million dgrihe remainder of 2002, $4.0 million in 2003 ,%a&iillion in 2004 and $1.5 million in
2005. Our working capital deficiency has increaseth $6.7 million at December 31, 2001 to $9.5 moillat March 31, 2002. Deferred
revenues of $4.9 million at December 31, 2001 &h8 #illion at March 31, 2002 are included in thegedmination of our working capital
deficiency. These amounts represent cash colléctadvance of revenue recognition and will not leisucash outflows. Excluding deferred
revenues, our working capital deficiency was $1illian at December 31, 2001 and $3.3 million at btaB1, 2002. The increase in our
working capital deficiency was caused primarilyday decision to spend approximately $6.6 milliorthia three months ended March 31,
2002 for the acquisition of titles for our library.
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CASH FLOWS

Net cash used in operating activities was $16.5aniin 1999 and $22.7 million in 2000. Net casbyded by operating activities was $-
million in 2001. Cash used in operating activiiied999 was primarily attributable to a net los$29.8 million, partially offset by deferred
compensation expense, depreciation and amortizakpanse, nogash interest expense, increases in accounts payaiciued expenses, ¢
deferred revenue. Cash used in operating activitie®00 was primarily attributable to a net l1o§$57.4 million and an increase in prepaid
and other current assets, partially offset by detecompensation expense, depreciation and antitizaxpense, non-cash interest expenses,
increases in accounts payable, accrued expenseakearded revenue. Cash provided by operatingitiegvin 2001 was primarily attributable
to an increase in revenue, a decrease in opeetipgnses and an increase in accounts payable.

Net cash used in investing activities was $19.Tionilin 1999, $25.0 million in 2000 and $12.7 nahiin 2001. Net cash used in invest
activities in 1999 was primarily attributable tor@cquisition of titles for our DVD library, shorérm investments and property and
equipment. Net cash used in investing activitie3dA0 was primarily attributable to our acquisitwfrtitles for our library and property and
equipment, partially offset by proceeds from thie sd short-term investments. Net cash used ingting activities in 2001 was primarily
attributable to our acquisition of titles for oisrary and property and equipment. The 63% decreasash used to acquire DVDs in 2001
from 2000, primarily reflects the reduced cash nexuents to acquire DVDs under our revenue shagrgements. While DVD acquisition
expenditures are classified as cash flows fromgting activities you may wish to consider theseetbgr with cash flows from operating
activities.

Net cash provided by financing activities was agprately $49.4 million in 1999, $48.4 million in 20 and $9.1 million in 2001. Net ca
provided by financing activities in 1999 was priihaattributable to proceeds from the sale of oari& C and Series D Convertible Prefe
Stock and from a note payable, partially offsephyments on a note payable and capital lease tibliga Net cash provided by financing
activities in 2000 was primarily attributable tapeeds from the sale of our Series E Convertibddéelied Stock, partially offset by payments
on notes payable and capital lease obligationscBit provided by financing activities in 2001 ypamarily attributable to proceeds from-
sale of common stock warrants and subordinated issamy notes, partially offset by payments on npi@gable and capital lease obligations.

GENERAL ECONOMIC TRENDS, QUARTERLY RESULTS OF OPERA TIONS AND SEASONALITY

We anticipate that our business will be affectedjbgyeral economic and other consumer trends. Geinéss may be subject to fluctuations in
future operating periods due to a variety of fagtanany of which are outside of our control. Faaraple, we believe that sales of DVD
players have affected the growth of new subscriblerglate, there has been a distinct seasonatpati¢he sale of DVD players which
accelerates during the Christmas holiday season.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 2001, the FASB issued SFAS No. 141, BUSIBIE®MBINATIONS, or SFAS No. 141. The standard cadek that all business
combinations within the scope of the statementvéliaccounted for using the purchase method. Rrglyicthe pooling-of-interests method
was required whenever certain criteria were metaBse those criteria did not distinguish econoryiaissimilar transactions, similar
business combinations were accounted for usingreifft methods that produced dramatically diffefiex@ncial statement results. SFAS No.
141 no longer permits the use of pooling-of-interaesthod of accounting. In addition, the statenads requires separate recognition of
intangible assets apart from goodwill if they meee of two criteria: the contractual-legal criterior the separability criterion. SFAS No. 141
also requires the disclosure of the primary reasmna business combination and the allocatiorhefgurchase price paid to the assets
acquired and liabilities assumed by major balahesscaption. The provisions of SFAS No. 141 applgll business combinations initiated
after June 30, 2001. The adoption of this standaltchot impact our financial statements.
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In June 2001, the FASB also issued SFAS No. 142B®ILL AND OTHER INTANGIBLE ASSETS, or SFAS No. 142 addressed how
intangible assets that are acquired individuallyithin a group of assets (but not those acquined business combination) should be
accounted for in the financial statements uporr theguisition. SFAS No. 142 adopts a more aggregate of goodwill and bases the
accounting on the units of the combined entity imtoch an acquired entity is aggregated. SFAS M@&.dlso prescribes that goodwill and
intangible assets that have indefinite useful lwdbnot be amortized but rather tested at leastually for impairment. Intangible assets that
have definite lives will continue to be amortizeteotheir useful lives, but no longer with the coamt of the 40-year ceiling. SFAS No. 142
provides specific guidance for the testing of gottidiar impairment, which may require nieeasurement of the fair value of the reporting.!
Additional ongoing financial statement disclosuaes also required. The provisions of the stateraentequired to be applied starting with
fiscal years beginning after December 15, 2001. statement is required to be applied at the beginaf the fiscal year and applied to all
goodwill and other intangible assets recognizeithénfinancials at that date. Impairment lossed@lte reported as resulting from a change in
accounting principle. We implemented SFAS No. 1dgibning January 1, 2002. The adoption of thisdaash will not impact our financial
statements.

In August 2001, the FASB issued SFAS No. 144, ACCIOUING FOR THE IMPAIRMENT OR DISPOSAL OF LONGIVED ASSETS, ol
SFAS No. 144. It supersedes SFAS No. 121, ACCOUNTFOR IMPAIRMENT OF LONG-LIVED ASSETS AND FOR LONGHKED
ASSETS TO BE DISPOSED OF, and APB Opinion No. 3BPRRTING THE EFFECTS OF DISPOSAL OF A SEGMENT OF A
BUSINESS. It establishes a single account modeddagpon the framework of SFAS No. 121. It removesdyvill and intangible assets from
its scope. It describes a probability-weighted désh estimation approach to deal with certain aitoins. It also establishes a "primary asset"
approach to determine the cash flow estimatiorogeior a group of assets and liabilities that reprgs the unit of accounting for a long-lived
asset to be held and used. The provisions of SHMSale effective for fiscal years beginning aftecBmber 15, 2001. The adoption of this
standard will not impact our financial statements.

QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARK  ET RISK

The primary objective of our investment activitisgo preserve principal, while at the same tima&im&ing income we receive from
investments without significantly increased riskng of the securities we invest in may be subabarket risk. This means that a change in
prevailing interest rates may cause the principadant of the investment to fluctuate. For examiplere hold a security that was issued wil
fixed interest rate at the then-prevailing rate tedprevailing interest rate later rises, the gatiour investment will decline. To minimize
this risk in the future, we intend to maintain @artfolio of cash equivalents and investments waidety of securities, including commercial
paper, money market funds, government and non-gavemt debt securities and certificates of depotit maturities of less than thirteen
months. In general, money market funds are noestihp market risk because the interest paid oh &uals fluctuates with the prevailing
interest rate.
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BUSINESS
OUR COMPANY

We are the largest online entertainment subscrig@vice in the United States providing more t6@8,000 subscribers access to a
comprehensive library of more than 11,500 movikevision and other filmed entertainment titles. Gtandard subscription plan allows
subscribers to have three titles out at the same Wwith no due dates, late fees or shipping chaae®19.95 per month. Subscribers can view
as many titles as they want in a month. Subscribelet titles at our Web site (WWW.NETFLIX.COMyed by our proprietary CineMatch
technology, receive them on DVD by firdiass mail and return them to us at their convex@iersing our prepaid mailers. Once a title has
returned, we mail the next available title in asariber's queue.

Our subscription service has grown rapidly sinsdatinch in September 1999. We believe our growthbeen driven primarily by our
unrivalled selection, consistently high levels aétomer satisfaction, rapid consumer adoption obOQNayers and our increasingly effective
marketing programs. In the San Francisco Bay avbare we have one- or two-day delivery, approxitye2e8% of all households subscribe
to Netflix.

Our proprietary CineMatch technology enables us¢ate a customized store for each subscribercagerterate personalized
recommendations which effectively merchandize aumgrehensive library of titles. We provide morerti® million personal
recommendations daily. In March 2002, more tha®dd of our more than 11,500 titles were selectedunsubscribers. In comparison, m
entertainment service providers merchandize a wesedection of box office hits. A national videatal chain generates nearly 70% of its
rental revenues from new releases. We generatexipately 70% of our activity from back catalogitees. We believe that our CineMatch
technology, based on proprietary algorithms andrbee than 70 million movie ratings we have cobectrom our users during the past two
years, enables us to build deep subscriber rekttipa and maintain a high level of library utilimst.

We market our service to consumers primarily thfopgy-for-performance marketing programs, includngine promotions, advertising
insertions with most leading DVD player manufactarand promotions with electronics and video soféwatailers. These programs
encourage consumers to subscribe to our servicenaludle a free trial period of typically 14 dayd.the end of the trial period, subscribers
are automatically enrolled as paying subscribergss they cancel their subscription. Approxima89$s6 of trial subscribers become paying
subscribers. All paying subscribers are billed rhynin advance by credit card.

We stock almost every title available on DVD, exithg mature and adult content. We have establistnghue sharing relationships with
more than 50 studios and distributors. These o#laliips provide us access to titles on terms #iteat us. We also purchase titles directly
from studios, distributors and independent prodsaicer

We are focused on rapidly growing our subscribeelsand revenues and utilizing our proprietary teldgy to minimize operating costs. Our
technology is extensively employed to manage atatjiate our business, including our Web site iat@f order processing, fulfillment
operations and customer service. We believe thatemhnology also allows us to maximize our libratjization and to run our fulfillment
operations in a flexible manner with minimal caprequirements.

We currently provide titles to our subscribers dvilbonly. However, we continue to monitor additiosi@livery technologies and, when
appropriate, believe that we are well-positionedffer digital distribution and additional deliveoptions to our subscribers.

INDUSTRY OVERVIEW

Filmed entertainment is distributed broadly throagbariety of distribution channels. Out-of-homstdbution channels include movie
theaters, airlines and hotels. In-home distributibannels include home
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video rental and retail outlets, cable and sagetétevision, pay-per-view, video-on-demand, or VV@Bd broadcast television. Currently,
studios distribute their filmed entertainment comt@pproximately six months after theatrical reéetsthe home video market, seven to nine
months to pay-per-view and VOD, one year to sé¢edind cable and two to three years to basic @filesyndicated networks.

IN-HOME FILMED ENTERTAINMENT MARKET

Domestic consumer expenditures for in-home filmekeainment reached $32 billion in 2001 and acgegted to grow to $46 billion in
2006, according to Adams Media Research. This maskatal to studios. Consumer spending on in-hdineed entertainment was nearly
four times the $8.1 billion consumers spent attérsan 2001, according to Adams Media Research.

Consumer rentals and purchases of VHS and DVD»titte the largest source of domestic consumer ditpegs on in-home filmed
entertainment, representing approximately $23libhilor 73% of the market in 2001, according toeAts Media Research. Video rental
outlet inventory is generally heavily weighted todiaew releases to satisfy current consumer demgandrated by heavy advertising and
promotional spending by the studios.

Consumers access subscription-based servicesasudBO or Showtime, primarily through cable or Bitg¢eproviders. According to Adams
Media Research, subscription delivered contertéssecond largest source of domestic consumer ditpezs on in-home filmed
entertainment, representing approximately $7.50lillor 24% of the market in 2001. The National Ieakelevision Association estimates
that the number of available programming networks ¢rown from 82 in 1991 to 231 in 2001.

Pay-per-view and VOD currently represent the srealegment of the market. Consumer selection isrgéin limited to less than 100 titles.
Limited title selection may contribute to the ralaty small size of the pay-per-view and VOD maské&the market for pay-per-view and near-
VOD was $813 million in 2001, representing lesaitB&o of the in-home filmed entertainment market] Brexpected to grow to $1.3 billion
in 2006, according to Adams Media Research. Th&etdor cable VOD was $85 million in 2001, repretsam less than 1% of the in-home
filmed entertainment market, and is expected tovgm$1.1 billion in 2006, according to Adams Me&asearch.

CONSUMER TRANSITION TO DVD

The home video segment of thehiome filmed entertainment market is undergoingoédréechnology transition away from VHS to DVD. \
believe this transition is analogous to the shiftiie music industry from audio cassettes to comngliacs that resulted in significant additional
demand for both new releases and back catalogeatory. Specifically, the music industry benefifeain consumers replacing their old
library of audio cassettes with higher quality catipdiscs. We believe the home video segmentedylito see a similar trend as consumers
rediscover back catalogue titles on higher qu&ps.

The DVD player is the fastest selling consumertetaics device in history, according to DVD Entértaent Group. At year-end 2001, there
were 25 million U.S. television households witht@nslalone setop DVD player, representing 23% of U.S. televisimuseholds. The numt
of homes with a standalone set-top DVD player iasegl 97% in 2001, according to Adams Media Resebr@eptember 2001, DVD player
shipments outpaced VCR shipments for the first fimigistory, and this trend continued throughowet temainder of 2001. The number of
U.S. households with a DVD player is expected tmgto 67 million by the end of 2006, representipgraximately 60% of U.S. television
households in 2006, according to Adams Media Rekear

Every major domestic movie studio supports the Digibnat. DVD rentals reached $2.3 billion in 200f,214% from 2000 and are expected
to account for more than 50% of video rental rexeeby 2003, up
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from 7% in 2000, according to Adams Media Reseandd believe this projected growth in DVD rentaleaue is the direct result of
consumer adoption of the DVD.

CHALLENGES FACED BY CONSUMERS IN SELECTING IN-HOME FILMED ENTERTAINMENT

The proliferation of new releases available fohome filmed entertainment combined with the addaialemand for back catalogue titles on
DVD create two primary challenges for consumerseilecting titles.

Despite the large number of titles, consumers tadkep selection of titles from existing subsooiptthannels and traditional video rental
outlets. Subscription channels, such as HBO andviine, and pay-per-view services currently offerasrow selection of titles at specified
times due to programming schedule constraints ectthblogical issues relating to channel capacitgdifional video rental outlets primarily
focus on offering new releases and devote limipets to display and stock back catalogue titles.

Even when consumers have access to the vast naitihes available, they generally have limitedans to effectively sort through the titl
In 2000, over 750 domestic and foreign films wexrted for theatrical release in the United Statesauer 5,300 new releases and back-
catalogue titles, excluding adult titles, were asked on DVD. In addition, consumers are faced téth network and cable television shows
covering 126 hours of weekly television viewing. Wadieve our CineMatch technology provides our stibsrs the tools to select titles
within the vast array of options that appeal tarthlividual preferences.

COMPETITIVE STRENGTHS
We believe that our revenue and subscriber grovglaaesult of the following competitive strengths:

. COMPREHENSIVE LIBRARY OF TITLES. We have develdpgtrategic relationships with top studios andritigtors, enabling us to
establish and maintain a broad and deep selectitithes. Since our service is available nationailye believe that we can economically
acquire and provide subscribers a broader selecfittles than video rental outlets, video reta|esubscription channels, pay-per-view and
VOD services. We currently offer virtually everylgiavailable from the more than 50 studios anttibigors from whom we acquire titles.
maximize our selection of titles, we continuoustidanewly released titles to our library. Our liraontains numerous copies of popular new
releases, as well as the many titles that appeabte select audiences.

. PERSONALIZED MERCHANDIZING. We utilize our promtiary CineMatch technology to create a customfiterfor each subscriber to
effectively merchandize our library. Users ratke$iton our Web site, and our CineMatch technolagymares these ratings against the
database of ratings collected from our entire base. For each visitor, these comparisons aretagedke predictions about specific titles
visitor may enjoy. These predictions are used techendize titles to visitors throughout the Wel.sWe believe that CineMatch allows us to
create demand for our entire library and maximittkzation of each title. Although we offer a comj selection of new releases, many
subscriber selections are from back cataloguestitteMarch 2002, subscribers selected more th&d00lof our more than 11,500 titles,
representing over 95% of all titles in our libravye believe that as the number of our subscribadgatings database grows, CineMatch will
be able to more accurately predict individual prefiees.

. SCALABLE BUSINESS MODEL. We believe that we havscalable, low-cost business model designed toniex our revenues and
minimize our costs. Subscribers' prepaid monthdyitrcard payments and the recurring nature osabscription business provide working
capital benefits and significant near-term revevigibility. In order to manage and contain subseriacquisition costs, we primarily utilize
pay-for-performance marketing programs with onkifiiliates and others and use low-cost inserts\bIplayer boxes. We have entered into
revenue sharing agreements with studios and distrib to lower our upfront cash payments which enbaur
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ability to expand the depth and breadth of oulifpr Our library remains active beyond the newastewindow. In January 2002,
approximately 70% of the titles we delivered weanf our back catalogue. Our scalable infrastrucaumek online interface eliminate the need
for expensive retail outlets and allow us to senoar large and expanding subscriber base fromess# low-cost regional distribution
centers. We employ temporary, hourly and part-timekers to contain labor costs and provide maxinop@rating flexibility. Finally, we
have low delivery costs through the use of stanfiesticlass mail to ship and return titles to dran subscribers.

. CONVENIENCE, SELECTION AND DELIVERY. Subscribecan conveniently select titles by building and nfiyidg a personalized
gueue of titles on our Web site. We create a unayperience for subscribers because most pagesrdeb site are tailored to individual
selection and ratings history. Under our standardise, subscribers can have three titles outeasétme time with no due dates or late fees.
Once selected, titles are sent to subscribersstydiass mail and returned to us in pre-paid maildpon receipt of returned titles, we
automatically mail subscribers the next availalile in their queue of selected titles.

GROWTH STRATEGY

Our strategy to provide a premier filmed entertantrsubscription service to our large and growoyal subscriber base includes the
following key elements:

. PROVIDING A COMPELLING VALUE PROPOSITION FOR SUBRIBERS. We provide subscribers access to our cehgnsive
library with no due dates, late fees or shippingrgbs for a fixed monthly fee. We merchandizegiifeeasy to recognize lists including new
releases, genres and other targeted categoriexoDuenient, easy to use Web site allows subserifoequickly select current titles, reserve
upcoming releases and build an individual queuduiure viewing using our proprietary personaliaattechnology. Our CineMatch
technology provides subscribers with recommendatadritles from our library. We quickly delivetlés to subscribers from our regional
distribution centers by standard first-class mail.

. UTILIZING TECHNOLOGY TO ENHANCE SUBSCRIBER EXPEENCE AND OPERATE EFFICIENTLY. We utilize proprietar
technology developed in-house to manage the pringeand distribution of more than 100,000 DVDs g@ay from our distribution centers.
Our software automates the process of trackingautihg titles to and from each of our distributicenters and allocates order
responsibilities among them. We continuously manitest and seek to improve the efficiency of astribution, processing and inventory
management systems as our subscriber base anéhghimtume grows. We plan to operate low-cost ragialistribution centers throughout
the United States to reduce delivery time and esdibrary utilization. See "--Fulfillment Opexais" on page 46. We believe that shorter
delivery time will result in improved customer aggijtion, retention and satisfaction.

. BUILDING MUTUALLY BENEFICIAL RELATIONSHIPS WITH FILMED ENTERTAINMENT PROVIDERS. We have entered into
revenue sharing agreements with studios that loweupfront cost of acquiring titles, minimize daaoventory risk and increase the depth and
breadth of our library. Our growing subscriber bpsvides studios with an additional distributiantlet for popular movies and television
series, as well as niche titles and programs. Tgirawr growing subscriber and ratings databaselseehelp studios reach targeted audie

to promote new theatrical and home video releases.

. IMPLEMENTING DIGITAL DELIVERY. We continuously mnitor the development of additional digital distriton technologies.
Historically, new technologies, including the VCRdamore recently the DVD player, have led to thesation of additional distribution
channels for filmed entertainment. We intend téiagiour strong relationships with the studios ldain rights to acquire and deliver filmed
entertainment through emerging digital distributmatforms as they become economically, commeycaild technologically viable for those
subscribers who prefer digital distribution.
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OUR WEB SITE--WWW.NETFLIX.COM

We have applied substantial resources to plan,ldgwand maintain proprietary technology to impletrtbe features of our Web site, such as
subscription account signup and management, pdisethanovie merchandising, inventory optimizatiodaustomer support. Our software
is written in a variety of languages and runs atustry standard platforms.

Our CineMatch technology uses proprietary algorghoncompare subscriber movie preferences wittepgates of other users contained in
our database. This technology enables us to prgadsonalized predictions and movie recommendatiorgue to each subscriber.

We believe our dynamic store software optimizesstiber satisfaction and the management of ouarjbby integrating CineMatch
predictions, subscribers' current queues and vigWwistories, inventory levels and other factordétermine which movies to merchandise to
each subscriber.

Our proprietary movie search engine indexes owresive library by title, actor, director and produyand sorts them by genre into
collections.

Our account signup and management tools providdscsiber interface familiar to online shoppers. \lge a real-time postal address
validator to help our subscribers enter correctgi@dresses and to determine the additional padtiess fields required to assure speedy
and accurate delivery. We use an online credit aathorization service to help our subscribersdtgpographic errors in their credit card
entries. These features help prevent fraud anccsbbs disappointment resulting from failures taiate a trial.

Throughout our Web site, we have extensive measameand testing capabilities, allowing us to cambinsly optimize our Web site
according to our needs as well as those of ourcsiltiess. We use random control testing extensively.

Our Web site is run on hardware and software catitat a service provider offering reliable nekwoonnections, power, air conditioning
and other essential infrastructure. We manage téb $ite 24 hours a day, seven days a week. Weeudilvariety of proprietary software,
freely available tools and commercially supportealg, integrated in a system designed to rapidty@ecisely diagnose and recover from
failures. Many of our Web site systems are redufydacluding most of the networking hardware angl ¥ieb servers. We conduct upgrades
and installations of software in a manner desigoadinimize disruptions to our subscribers.

MERCHANDIZING

The key to our merchandizing efforts is the perbo@@ommendations generated by our CineMatch tdoggoAll subscribers and site
visitors are given many opportunities to rate $itlBased on the ratings we collect, we are abfletermine how a particular subscriber will
likely feel about other titles in our library. Wartalso generate "average" ratings for titles.

CineMatch ratings also determine which titles aspldyed to a subscriber and in which order. Faneple, a list of new releases may be
ranked by user preference rather than by release aiowing subscribers to quickly find titles yhare more likely to enjoy. Ratings also
determine which titles are featured in lead pagstipms on our Web site to increase customer sati®in and selection activity. Finally,
CineMatch data is used to generate lists of sintilais, which has proved to be a powerful methmdchtalogue browsing. Subscribers often
start from a familiar title and use our CineMatdmifars to find other titles they may enjoy.

Recommendations are available to anyone who hed tigies on our Web site, whether or not theyaasaibscriber. By aggregating the rati
of our subscribers and other visitors, we havet bitiat we believe to be the world's largest persorwvie ratings database, containing more
than 70 million ratings.
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We also provide our subscribers with decision suppformation about each title in our library. hinformation includes:

. factual data, including length, rating, cast arelv, special DVD features and screen formats;

. editorial perspective, including plot synopsesyiu trailers and reviews written by our editorsl dny other Netflix subscribers; and
. CineMatch data, including personal rating, avenading and other similar titles the subscribey rmjoy.

MARKETING

We have multiple marketing channels through whiehattract subscribers to our service. We competisatmajority of our channel partners
on a pay-for-performance basis. We believe thapaid marketing efforts are significantly enhanbgdhe benefits of word-of-mouth
advertising, our subscriber referrals and our agivblic relations program. Approximately 30% of subscribers are referrals from existing
subscribers or come from other unpaid marketingobls. We believe that improvements we have matleetsubscriber experience have
enhanced our subscriber acquisition efforts. limgpke random sample conducted in January 2002 pappately 85% of respondents said
they would be likely to recommend our service faend. We focus our paid marketing efforts on fiblélowing channels:

ONLINE ADVERTISING

Online advertising is our largest paid source af sebscribers. Our advertisements are placed tiregtus, indirectly through brokers, and
through our affiliate program with hundreds of thparties to appear online in banner ads, pop-adeertisements, pop-under advertisements
and in emails. Third parties that place our adsentients and generate online subscriber refermigearerally paid a cash bounty for each
subscriber referred to us, with no minimum or maximamounts for which we are liable. Subscribersrretl to us through our affiliate
program are tracked by an independent third party.

DVD PLAYER MANUFACTURERS

We have agreements with leading DVD player manufacs requiring them to place a Netflix insert desDVD player boxes that describes
our service and offers a free trial. Our insertextisements were placed in approximately 84% o$tathdalone setp DVD player boxes so
in the United States in 2001. Our DVD player maotifeer and reseller relationships include thosé wpex Digital, JVC Corporation of
America, Panasonic Consumer Electronics Comparniip®iConsumer Electronics, RCA, Samsung, SanybdfisSharp, Sony Electronics
and Toshiba.

OTHER CHANNELS

We also work with a number of other channels oo@portunistic basis. We have a relationship withaaling consumer electronics and vi
retailer, which uses point-of-sale materials amksts on product packaging to promote Netflixtg1stores.

CONTENT ACQUISITION

We have entered into revenue sharing arrangematitsnere than 50 studios and distributors. Therayeanents cover six of the top eight
studios, including Buena Vista Home Video, Columbitstar Home Entertainment, Dreamworks Internatlddistribution, Twentieth
Century Fox Home Entertainment, Universal Studiosnd Video and Warner Home Video. Under these aggatnwe generally obtain titl
for a low initial cost in exchange for a commitmémshare a percentage of our subscription reveimnesdefined period of time. After the
revenue sharing period expires for a title, theeagrents generally grant us the right to acquire
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for a minimal fee a percentage of the units foemébn or sale by us. The balance of the unitslastroyed or returned to the originating
studio. The principal terms of each agreementiangas in nature but are generally unique to edcldi®. In addition to revenue sharing
agreements, we also purchase titles from variawdiagt and distributors, including Paramount and M@k other suppliers, including
Ingram Entertainment, Inc. and Video Product Distrors, on a purchase order basis. In 2001, weitathapproximately 80% of our titles
through our revenue sharing arrangements.

FULFILLMENT OPERATIONS

We currently stock more than 11,500 titles on ntbes 3.2 million DVDs. During March 2002, we shippe and received from subscribers
more than 5.3 million DVDs. We have applied subsgnesources developing, maintaining and tedtiregproprietary technology that helps
us manage the fulfillment of individual orders d@hd integration of our Web site, transaction precessystems, fulfillment operations,
inventory levels and coordination of our distriluticenters.

Our primary distribution center is housed in a B0,8quare foot facility in San Jose, Californiaatidition, we operate several regional
distribution centers. We currently are shipping DD subscribers from eight regional distributi@mters, at various levels of capacity,
located in Santa Ana, California, Worcester, Makgaetts, Tacoma, Washington, Houston, Texas, Mpoisa Minnesota, Duluth, Georgia,
Flushing, New York and Denver, Colorado. We plaopen a limited number of regional distribution isga in 2002. We estimate the set-up
cost of a regional center to be approximately $80,@0Ve believe that we can ship up to 500,000 Dgérsday from our San Jose distribution
center and an additional 50,000 DVDs per day fracheof our regional distribution centers.

We believe our regional distribution centers allesvto improve the subscription experience for nan-Brancisco Bay area subscribers by
shortening the transit time for our DVDs in the UP®stal Service. Based on performance standatralsliesed by the U.S. Postal Service for
its postal zones, we expect to be able to provite or two-day delivery service to at least 90%hefU.S. population by the second half of
2002.

CUSTOMER SERVICE

We believe that our ability to establish and mamtang-term relationships with subscribers depemdpart, on the strength of our customer
support and service operations. We encourage dm dtequent communication with and feedback froar subscribers in order to
continually improve our Web site and our servicar @ustomer service center operates 13 hours ssdagn days a week. We utilize email to
proactively correspond with subscribers. We aldergihone support for subscribers who prefer to didectly with a customer service
representative. We focus on eliminating the can$esistomer support calls and automating certdirsgevice features on our Web site, such
as the ability to report and correct most shipgingpblems. Currently, we support over 10,000 subscsi per customer support representative.
Our customer service operations are housed in aul8se, California facility.

COMPETITION

The market for in-home filmed entertainment is irsely competitive and subject to rapid change. Mamsumers maintain simultaneous
relationships with multiple in-home filmed entertaient providers and can easily shift spending foo provider to another. For example,
consumers may subscribe to HBO, rent a DVD frontBboster, buy a DVD from Wal-Mart and subscribé\ttflix, or some combination
thereof, all in the same month.

Video rental outlets and retailers against whoncampete include Blockbuster Video, Hollywood Erdariment, Amazon.com, Wal-Mart
and Best Buy. We believe that we compete with tivédeo rental outlets and movie retailers primaaitythe basis of title selection,
convenience and price. We believe that our scalaldiness model and our subscription service withdndelivery and access to our
comprehensive library competes favorably agaislitional video rental outlets.
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We also compete against online DVD sites, sucheagrRydvd.com and dvdovernight, subscription enitemant services, such as HBO and
Showtime, pay-peview and VOD providers and cable and satellite jglens. We believe we are able to provide greatesatiber satisfactic
due to the broader and deeper selection of titesne able to offer subscribers, our ability taspealize our library to each subscriber based
on the subscriber's selection history, personalgatand the tastes and preferences of similasibesugh our CineMatch technology and
extensive database of user preferences and thdgag#tch subscribers are able to select and reiiles.

VOD has received considerable media attention. /©imbw widely deployed in most major hotels, and &arly deployments in many major
cable systems. Within a few years, we believe VAIDDhgecome widely available to digital cable andedite subscribers. VOD carries as
many titles as can be effectively merchandized settop box platform, generally up to 100 recent redsaplus adult content. For consun
who primarily want the latest big releases, VOD rhaya convenient distribution channel. We belidna bur strategy of developing a large
and growing subscriber base and our ability toqreaBze our library to each subscriber by levergginr extensive database of user
preferences positions us favorably to provide digiistribution of filmed entertainment as that ketrdevelops.

EMPLOYEES

As of March 31, 2002, we had 260 full-time emplaye@f these full-time employees, 160 were in flffént operations, 51 were in
technology and development, 22 were in marketirg2¥were general or administrative employees. Wieaipart-time and temporary
employees to respond to fluctuating seasonal derfmarid/D shipments. We had 129 temporary employsesesf March 31, 2002. Our
employees are not covered by a collective barggiagreement, and we consider our relations witheoysloyees to be good.

INTELLECTUAL PROPERTY

We use a combination of trademark, copyright aadedrsecret laws and confidentiality agreementsdtept our proprietary intellectual
property. We have applied for several trademarkisaae patent. Our trademark and patent applicatitasnot be allowed. Even if these
applications are allowed, they may not provide agsmpetitive advantage. To date, we have relietiguily on proprietary processes and
know-how to protect our intellectual property rethto our Web site and fulfillment processes. Cditgye may challenge successfully the
validity and scope of our trademarks.

From time to time, we may encounter disputes ogdits and obligations concerning intellectual prbopeNe believe that our service offeri
does not infringe the intellectual property rigbfsany third party. However, we cannot assure yat tve will prevail in any intellectual
property dispute.

FACILITIES

Our executive offices are located in Los Gatosif@alia, where we lease approximately 25,000 sqfegtunder a lease that expires in
October 2005, subject to the right of the lessdetminate our lease which expires in 2003. We klase approximately 50,000 square feet of
space in San Jose, California, where we maintaircestomer service center, information technologgrations and primary distribution
center under a lease that expires in December 28)df March 31, 2002, we also had entered intsdedor no more than one year for a total
of approximately 40,000 square feet for faciliiesSanta Ana, California, Worcester, Massachusg&ttespma, Washington, Denver, Colora
Flushing, New York, Duluth, Georgia, Houston, TeXdineapolis, Minnesota, and Lansing, Michigandee as regional distribution
centers.

LEGAL PROCEEDINGS
We are not a party to any material legal proceeding
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MANAGEMENT
EXECUTIVE OFFICERS, DIRECTORS AND KEY EMPLOYEES

The following table sets forth certain informatiaith respect to our executive officers, directansl &ey employees as of March 31, 2002.

NAME AGE POSITION
EXECUTIVE OFFICERS AND DIRECTORS
Reed Hastings................ 41 Chief Executiv e Officer, President and Chairman of the Board
W. Barry McCarthy, Jr........ 48 Chief Financia | Officer and Secretary
Thomas R. Dillon............. 58 Vice President of Operations
Leslie J. Kilgore............ 36 Vice President of Marketing
Timothy M. Haley(1)(2)....... 47 Director
Jay C. Hoag(2)......ccveve.. 43 Director
A. Robert Pisano(1).......... 59 Director
Michael N. Schuh(1).......... 58 Director
KEY EMPLOYEES
Marc B. Randolph............. 43 Vice President of New Markets
Neil Hunt..........c.coeee 40 Vice President of E-Commerce
J. Mitchell Lowe............. 49 Vice President of Business Development
Patricia J. McCord. ... 48 Vice President of Human Resources
Michael Osier.... 39 Vice President of IT Operations
Ted Sarandos................. 37 Vice President of Content Acquisition
David Hyman.................. 36 General Counse |

(1) Member of the audit committee.
(2) Member of the compensation committee.

REED HASTINGS has served as our Chief Executivéc®ffsince September 1998, our President sincelB¥99 and Chairman of the Board
since inception. Mr. Hastings also currently semg#resident of the California State Board of Btion. From June 1998 to July 1999, Mr.
Hastings served as Chief Executive Officer of Tetbgy Network, a political service organization foe technology industry. Mr. Hastings
served as Chief Executive Officer of Pure Atriatdafe, a maker of software development tools, fitsnmception in October 1991 until it
was acquired by Rational Software Corporation,fawsose development company, in August 1997. Mr.tihgs holds an M.S.C.S. degree
from Stanford University and a B.A. from Bowdoin liege.

W. BARRY MCCARTHY, JR. has served as our Chief licial Officer since April 1999 and our Secretanycg May 1999. From January
1993 to December 1999, Mr. McCarthy was Senior Wpesident and Chief Financial Officer of Music @& a music programming service
distributed over direct broadcast satellite andecapstems. From June 1990 to December 1992, MEdvtby was Managing Partner of BMP
Partners, a financial consulting and advisory fifrom 1982 to 1990, Mr. McCarthy was an Associdtee President and Director with
Credit Suisse First Boston, an investment bankimg. fMr. McCarthy holds an M.B.A. from The Whart&chool of Business at the
University of Pennsylvania and a B.A. from Williai@sllege.

THOMAS R. DILLON has served as our Vice PresideDperations since April 1999. From January 1998al 1999, Mr. Dillon served
as Chief Information Officer at Candescent Techgiae Corp., a manufacturer of flat panel displ&em May 1987 to December 1997, he
served as Chief Information Officer of Seagate Tebdbgy, a maker of computer peripherals. Mr. Dillanrently serves on the board of
directors of Tricord Systems, Inc., a designer eflgper and marketer of server appliances. Mr. Dillolds a B.S. from the University of
Colorado.
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LESLIE J. KILGORE has served as our Vice Presidémiarketing since March 2000. From February 139®1arch 2000, Ms. Kilgore
served as a Director of Marketing for Amazon.com|ragernet retailer. Ms. Kilgore served as a brarahager for The Procter & Gamble
Company, a manufacturer and marketer of consunoelugts, from August 1992 to February 1999. Ms. #liggholds an M.B.A. from the
Stanford University Graduate School of BusinessaBdS. from The Wharton School of Business althersity of Pennsylvania.

TIMOTHY M. HALEY has served as one of our directgisce June 1998. Mr. Haley is a co-founder of Réup/entures, a venture capital
firm, and has been a Managing Director of the fiinte November 1999. Mr. Haley has been a Mandpiregtor of Institutional Venture
Partners, a venture capital firm, since Februa8818&rom June 1986 to February 1998, Mr. Haley tiwadresident of Haley Associates, an
executive recruiting firm in the high technologygirstry. Mr. Haley currently serves on the Boardokctors of several private companies.
Mr. Haley holds a B.A. from Santa Clara University.

JAY C. HOAG has served as one of our directorsesihme 1999. Since June 1995, Mr. Hoag has beemer&@ Partner at Technology
Crossover Ventures, a venture capital firm. Mr. glearves on the board of directors of EXE Techrieg®dnc., eLoyalty Corporation,
Expedia, Inc. and several private companies. MadHoolds an M.B.A. from the University of Michigand a B.A. from Northwestern
University.

A. ROBERT PISANO has served as one of our directorse April 2000. Since September 2001, Mr. Pidsam®been the National Executive
Director and Chief Executive Officer of the Screfrtors Guild. From August 1993 to April 1999, MiisBno served as Executive Vice
President, and the Vice Chairman and Director ofrt&oldwyn-Mayer Inc., a motion picture and telon studio. Mr. Pisano holds an
LL.B. from the Boalt Hall School of Law at the Ueisity of California, Berkeley and a B.A. from Sdose State University.

MICHAEL N. SCHUH has served as one of our direcginge February 1999. From August 1998 to the pte8ér. Schuh has served as a
member of Foundation Capital, a venture capitat fiPrior to joining Foundation Capital, Mr. Schuasia founder and Chief Executive
Officer of Intrinsa Corporation, a supplier of pumtivity solutions for software development orgatians from 1994 to 1998. Mr. Schuh
serves on the board of directors of several pricatapanies. Mr. Schuh holds a B.S.E.E. from thes&hsity of Maryland.

MARC B. RANDOLPH has served as our Vice Presidéii@w Markets since December 2001, as our Presidemt October 1998 to July
1999, as our Executive Producer from July 1999dedber 2001, as our President and Chief Exec@iffieer from August 1997 to
September 1998 and as a member of our board aftaissfrom inception to February 2002. From Octal#36 to August 1997, Mr.
Randolph served as Vice President of MarketindrftagrityQA, a maker of software development toalsq its successor, Pure Atria
Software. Mr. Randolph holds a B.A. from Hamiltoollgge.

NEIL HUNT has served as our Vice President -Commerce since January 1999. From August 199droaly 1999, Mr. Hunt served as a
Director of Engineering of Rational Software Cormgion, and from April 1992 to August 1997, in varsoengineering roles for its
predecessor, Pure Atria Software. Mr. Hunt hol@ha. from the University of Aberdeen, U.K and &Bfrom the University of Durham,
U.K.

J. MITCHELL LOWE has served as our Vice PresiddrBusiness Development since February 1998 andaveasmsultant to Netflix from
October 1997 to February 1998. Mr. Lowe is a fourafeand served as Chief Executive Officer andaoeof Interaction, Inc., a video rental
chain, from January 1984 to June 2000. Mr. Lowgeson the Board of Directors of the Video SoftwBealers Association from 1991 to
1998 and as its Chairman of the Board from 199608y .

PATRICIA J. MCCORD has served as our Vice Presidéhtuman Resources since November 1998. From 8ad988 to November 1998,
Ms. McCord was a principal of Patty McCord Conggticonsulting various startup businesses. Frora 3984 to July 1997, Ms. McCord
served as Director of Human Resources at Rationiv&re Corporation and Pure Atria Software.
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MICHAEL OSIER has served as our Vice PresidenfloDberations since March 2000. From July 1997 toddd2000, Mr. Osier served as
Director of Enterprise Operations for Quantum Coagion, a supplier of tape drives. From March 1893uly 1997 Mr. Osier served as
Senior Manager for Conner Peripherals, a storaggaay and Seagate Technologies.

TED SARANDOS has served as our Vice President oft€d Acquisitions since March 2000. From May 189®arch 2000, Mr. Sarandos
served as Vice President of Product and Mercharglii Video City, a video rental company. From 1898lay 1999, Mr. Sarandos served
as Western Regional Director of Sales and OpersfienETD, a video rental company.

DAVID HYMAN has served as our general counsel siRebruary 2002. From August 1999 to February 2002 Hyman served as General
Counsel and Senior Corporate Counsel for Webvamgroc., an Internet retailer. From November 189Bugust 1999, Mr. Hyman served
as an associate at Morrison & Foerster LLP, a law.fMr. Hyman holds a J.D. from the University\difginia School of Law and a B.A.
from the University of Virginia.

CLASSIFIED BOARD OF DIRECTORS

Our certificate of incorporation will provide forcassified board of directors consisting of thekesses of directors, each serving staggered
three year terms. As a result, a portion of ourd@d directors will be elected each year. To impdat the classified structure, prior to the
consummation of the offering, one of the nomineethé board will be elected to a one year term,wilbbe elected to two year terms and
two will be elected to three-year terms. Thereaffeectors will be elected for three year terms. Pisano has been designated a Class |
director whose term expires at the 2003 annualimgef stockholders. Messrs. Schuh and Haley haem lolesignated Class 1l directors
whose term expires at the 2004 annual meetingookhblders. Messrs. Hastings and Hoag have beégnaésd Class Il directors whose
term expires at the 2005 annual meeting of stocldrsl

Our executive officers are appointed by the bodwirectors on an annual basis and serve untit twgcessors have been duly elected and
qualified. There are no family relationships amang of our directors or executive officers.

BOARD COMMITTEES
We established an audit committee and compensabiommittee in March 2000.

Our audit committee consists of Messrs. Haley,Rissnd Schuh. The audit committee reviews ourmalegiccounting procedures and
consults with and reviews the services providedinyindependent accountants.

Our compensation committee consists of Messrs.yHate Hoag. The compensation committee reviewsarmmmends to the board of
directors the compensation and benefits of our eymas.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

No member of our board of directors or compensatimnmittee serves as a member of the board oftdiseor compensation committee
any entity that has one or more executive offiserying as a member of our board of directors arpgensation committee.

DIRECTOR COMPENSATION

In September 2001, we granted A. Robert Pisang#aroto purchase 100,000 shares of our commoikstedune 2000, we granted Mr.
Pisano an option to purchase 100,000 shares afamomon stock. This option was repriced in Septer@Béd.. These options now have an
exercise price of $1.00 per share and expire tarsyafter the date of grant. We do not currentlyeteplan to compensate our directors for
their service as members of the board of directors.
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EXECUTIVE COMPENSATION

The table below summarizes the compensation edonesgrvices rendered to Netflix in all capacitieseach of the years in the three-year
period ended December 31, 2001 by our Chief Exeew@ifficer and our executive officers in 2001. Tdegecutives are referred to as the
named executive officers elsewhere in this proggect

SUMMARY COMPENSATION TABLE

LONG-TERM

COMPENSATION
AWARDS

SECURITIES ALL

UNDERLYING OTHER

NAME AND PRINCIPAL POSITIONS YEAR SALARY OPTIONS COMPENSATI ON
Reed Hastings/(1)/....ccccoooveivvmeiiciaiceaee 2001 $ 13,800 1,500,000 $
Chief Executive Officer, President, Chairman of the Board 2000 13,800 -- -
1999 15,510 - -
W. Barry McCarthy, Jr..ccooooiiiieiiieeiceeee 2001 200,000 305,000 3,501/ )/
Chief Financial Officer 2000 196,538 - 64,794/ 3)/
1999 131,540 330,000 32,451/ (4)/
Thomas R. Dillon......ccccevviiiiiieiiieneee. 2001 200,000 583,000/(5)/ 5,389/ (6)/
Vice President of Operations 2000 195,962 50,000 774/ (@
1999 131,250 330,000 -
Leslie J. Kilgore.....ccccoovveevcievciance 2001 190,000 853,000(8) 3,914/ 9)/
Vice President of Marketing 2000 141,038 350,000 64,168/ (20)/
1999 -- -- -
Marc B. Randolph/(11)/...cccevvieiiiiiiiaaeee . 2001 200,000 500,000 2,315/ a2y
Vice President of New Markets 2000 196,538 - 180/ ™/

1999 169,768 - -

(1) Mr. Hastings' annual salary for 2002 has beeneiased to $200,000.

(2) Includes $3,231 representing our matching édmuntion made under our 401(k) plan and $270 foaldex amounts attributable to Mr.
McCarthy under our group term life insurance palicy

(3) Includes $64,524 representing taxable amoutribatable to Mr. McCarthy for relocation expengesd by us and $270 for taxable
amounts attributable to Mr. McCarthy under our gréerm life insurance policy.

(4) Includes amounts attributable to Mr. McCarthy felocation expenses paid by us.

(5) Includes 105,000 shares underlying optionswheat repriced in January 2001 and 155,000 shamsrlying options that were repriced in
August 2001. The options repriced in January 208devoriginally granted to Mr. Dillon in DecemberdBand the options repriced in Aug
2001 include the options repriced in January 20@lthe options granted to Mr. Dillon in August 2000

(6) Includes $4,615 representing our matching dauntion made under our 401(k) plan and $774 foaldex amounts attributable to Mr.
Dillon under our group term life insurance policy.

(7) Includes taxable amounts attributable to thelegee under our group term life insurance policy.

(8) Includes 300,000 shares underlying optionswieat repriced in January 2001 and 350,000 shardsrlying options that were repriced in
August 2001. The options repriced in January 208dewariginally granted to Ms. Kilgore in March 2080d the options repriced in August
2001 include the options repriced in January 20@llan additional option granted to Ms. Kilgore ingust 2000.

(9) Includes $3,752 representing our matching dauntion made under our 401(k) plan and $162 foaldex amounts attributable to Ms.
Kilgore under our group term life insurance policy.

(10) Includes $64,043 representing amounts atatidatto Ms. Kilgore for relocation expenses paidibyand $125 for taxable amounts
attributable to Ms. Kilgore under our group terfie insurance policy.

(11) Mr. Randolph is no longer one of our executificers.

(12) Includes $2,135 representing our matchingrdmrtion made under our 401(k) plan and $180 faakde amounts attributable to Mr.
Randolph under our group term life insurance policy
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OPTION GRANTS DURING LAST FISCAL YEAR

The following table sets forth certain informatioith respect to stock options granted to each efiimed executive officers in the year
ended December 31, 2001. The potential realizaddlgevis calculated based on the term of the optidwich is ten years and an assumed
initial public offering price of $ and assumed satg stock appreciation of 5% and 10%, compoundedally. These assumed rates of
appreciation comply with the rules of the Secusited Exchange Commission and do not represemstiunate of future stock price. Actual
gains, if any, on stock option exercises will bpeledent on the future performance of our commocksto

In 2001, we granted options to purchase an aggragdt0,372,978 shares to employees, includingahgcing of options to purchase
1,354,600 shares in January 2001 and options thpse 2,641,386 shares in August 2001. All optiene a term of ten years. Optionees
may pay the exercise price of their options by cabbck, promissory note or delivery of already-edishares of our common stock. All
options are immediately exercisable upon grantdstricted stock which is subject to repurchaseswt cost in the event of the optionee's
termination of employment for any reason (includdegth or disability) to the extent our right opuechase has not lapsed. See "--
Employment Agreements and Change in Control Arrareges.” Most options vest over four years, with 28%he options vesting on the
date one year after the vesting commencement alade]/48th of the remaining options vesting eachtmthereafter.

POTENTIAL REALIZABLE
VALUE AT ASSUMED

ANNUAL RATES OF STOCK
PRICE APPRECIATION

INDIV IDUAL GRANTS FOR OPTION TERM
% O F TOTAL
(0] PTIONS
NUMBER OF GRA NTED TO
SECURITIES EM PLOYEES EXERCISE
UNDERLYING | N LAST PRICE EXPIRATION
NAME OPTIONS GRANTED FIS CAL YEAR PER SHARE DATE 5% 10%
Reed Hastings................ 1,500,000 145%  $1.00 07/18/11 $ $
W. Barry McCarthy, Jr........ 305,000/(1)/ 3.0 1.00 07/18/11
Thomas R. Dillon............. 583,000/(2)/ 5.6 1.00 07/18/11
Leslie J. Kilgore............ 853,000/(3)/ 8.2 1.00 07/18/11
Marc B. Randolph............. 500,000 4.8 1.00 07/18/11

(1) Mr. McCarthy disclaims beneficial ownership2¥,400 shares of common stock underlying thes@gtiSee "Principal Stockholders."
(2) Includes 105,000 shares underlying optionswheat repriced in January 2001 and 155,000 shamsrlying options that were repriced in
August 2001. The options repriced in January 208deveriginally granted to Mr. Dillon in DecemberdBand the options repriced in Aug
2001 include the options repriced in January 20@Qlthe options granted to Mr. Dillon in August 2000

(3) Includes 300,000 shares underlying optionswieat repriced in January 2001 and 350,000 shardsrlying options that were repriced in
August 2001. The options repriced in January 208deveriginally granted to Ms. Kilgore in March 2080d the options repriced in August
2001 include the options repriced in January 20@llan additional option granted to Ms. Kilgore ingust 2000.
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AGGREGATE OPTION EXERCISES DURING THE LAST FISCAL Y EAR AND FISCAL YEAR-END OPTION VALUES

The following table sets forth information with pest to the named executive officers concerningpaptxercises for the year ended
December 31, 2001, and exercisable and unexereisglibns held as of December 31, 2001.

The "Value of Unexercised In-the-Money Options acBmber 31, 2001" is based on an assumed initidicpeffering price of $ per share,
less the per share exercise price of the optiotipiell by the number of shares issued upon exeafishe option.

NUMBER OF SECURITIES

UNDERLYING VALUE OF UNEXERCISED
SHARES UNEXERCISED OPTIONS AT  IN-THE-MONEY OPTIONS AT
ACQUIRED DECEMBER 31, 2001 DECEMBER 31, 2001
- ON VALUE --- -
NAME EXERCISE REALIZED UNE XERCISABLE EXERCISABLE UNEXERCISABLE EXERCISABL E
Reed Hastings................ - $-- - 1,500,000 $-- $
W. Barry McCarthy, Jr........ 30,000 -- - 595,000/(1)/ -
Thomas R. Dillon............. - - -- 703,000 -
Leslie J. Kilgore............ - - -- 553,000
Marc B. Randolph............. - - - 500,000

(1) Mr. McCarthy disclaims beneficial ownershipld7,992 shares of common stock underlying thesermptSee "Principal Stockholders."
COMPENSATION PLANS
1997 STOCK PLAN

Our 1997 Stock Plan was adopted by our board etthrs and approved by our stockholders in 199 Aawllast amended and restated in
October 2001. Our 1997 Stock Plan provided forgtaat of incentive stock options, within the meanai Section 422 of the Internal
Revenue Code, to our employees, and for the gfardrstatutory stock options and stock purchadasitp our employees, directors and
consultants. The number of shares reserved unddrd®7 Stock Plan will be reduced at the effectinee of this offering in an amount equal
to the number of shares then reserved for issusntaiot yet granted. Shares returned to the 198ckSlan after this offering will be
available for issuance at the discretion of ourti@d directors. As of February 28, 2002, we hagkreed a total of 11,198,864 shares of our
common stock for issuance pursuant to outstandidguaexercised options and an additional 1,331sfaes available for future option
grants.

Our 1997 Stock Plan provides that in the eventmieager or sale of substantially all of the asgsbts successor corporation will assume or
substitute each option or stock purchase righhdfoutstanding options or stock purchase riglgat assumed or substituted, the
administrator will provide notice to the optiond&at he or she has the right to exercise the optiaock purchase right as to all of the shares
subject to the option or stock purchase rightudiig shares which would not otherwise be exertésdibr a period of 15 days from the date
of the notice. The option or stock purchase rigititterminate upon the expiration of the 15-dayipér In addition, if, within 12 months of a
merger or sale of assets, a holder of an optiomuuodr 1997 Stock Plan is terminated involuntasillyer than for cause, the vesting schedule
for such holder's option will accelerate with regge an amount of shares equal to the numberarksithat would otherwise vest within 12
months after the date of the termination of suddéro

In addition, in July 2001 we granted to Reed Hastian option to purchase 1,500,000 shares of aummm stock, which is subject to vesting
over three years, and in February 2002 we graotddrt Hastings an option to purchase 300,000 shafrear common stock, which is subj
to vesting over four years, each with an exerciggef $1.00 per share. Both of these options wesated outside of our 1997 Stock Plan,
but on terms substantially identical thereto, arexercisable for ten years from the date of grant

2002 STOCK PLAN

Our board of directors adopted the 2002 Stock Pi&ebruary 2002 and our stockholders approve@®@@2 Stock Plan in 2002. The 2002
Stock Plan provides for the grant of incentive ktoptions, within the meaning of

Section 422 of the Internal Revenue Code, to opleyees, and for the grant of nonstatutory stodioog and stock purchase rights to our
employees, directors and consultants.
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NUMBER OF SHARES OF COMMON STOCK AVAILABLE UNDER TH 2002 STOCK PLAN. We have reserved 2,000,000 shaifi

our common stock for issuance pursuant to the Z162k Plan, in addition to the number of sharextvhiave been reserved but not issued
under our 1997 Stock Plan as of the effective dathis offering. In addition, our 2002 Stock Plarovides for annual increases in the nun

of shares available for issuance under our 2002kJetan on the first day of each fiscal year, beiig with our fiscal year 2003, equal to the
lesser of 5% of the outstanding shares of commmrksin the first day of the applicable fiscal ye600,000 shares, and another amount as
our board of directors may determine.

ADMINISTRATION OF THE 2002 STOCK PLAN. Our board dfrectors or, with respect to different group®pfionees, different
committees appointed by our board, will adminisier 2002 Stock Plan. In the case of options intérideyualify as "performance-based
compensation" within the meaning of Section 162¢frthe Internal Revenue Code, the committee witisist of two or more "outside
directors" within the meaning of Section 162(m)eTadministrator has the power to determine thegerhthe options and stock purchase
rights granted, not inconsistent with the termghef2002 Stock Plan, including the exercise pnidai¢ch may be reduced by the administrator
after the date of grant), the number of sharesestityp each option or stock purchase right, theasability of the options and stock purchase
rights and the form of consideration payable uparese.

OPTIONS. The administrator will determine the eisqrice of options granted under the 2002 Stdak,Put with respect to all incentive
stock options and nonstatutory stock options inteino qualify as "performance-based compensatigifiimthe meaning of Section 162(m)
of the Internal Revenue Code, the exercise pricgt lmieast equal the fair market value of our camstock on the date of grant. The terr
an incentive stock option may not exceed ten yemept that with respect to any participant whaxew0% of the voting power of all clas

of our outstanding capital stock, the term mayexaeed five years and the exercise price must equ@hst 110% of the fair market value on
the grant date. The administrator determines time ¢ all other options.

No optionee may be granted an option to purchagse than 1,500,000 shares in any fiscal year. Imeotion with his or her initial service
an employee, an optionee may be granted an otiparchase up to an additional 500,000 shares.

After termination of employment, a participant megercise his or her option for the period of tirteted in the option agreement. Generally,
if termination is due to death or disability, thation will remain exercisable for 12 months. Inather cases, the option will generally remain
exercisable for three months. However, an optiog never be exercised later than the expirationsatieirm.

STOCK PURCHASE RIGHTS. Stock purchase rights, whegtresent the right to purchase our common stoel, be issued under our 2002
Stock Plan. The administrator will determine thechase price of stock purchase rights granted umgie2002 Stock Plan. Unless the
administrator determines otherwise, a restrictedkspurchase agreement will grant us a repurchasenothat we may exercise upon the
voluntary or involuntary termination of the purchds service with us for any reason, including kdeatdisability. The purchase price for
shares we repurchase will generally be the originak paid by the purchaser and may be paid bgatktion of any indebtedness of the
purchaser to us. The administrator determinesateeat which our repurchase option will lapse.

TRANSFERABILITY OF OPTIONS AND STOCK PURCHASE RIGHT Unless otherwise determined by the administratar 2002 Stoc
Plan generally does not allow for the transfermtians or stock purchase rights and only the oggomay exercise an option or stock
purchase right during his or her lifetime.

ADJUSTMENTS UPON CHANGE IN CONTROL. Our 2002 Stdelan provides that in the event of a change inrofrthe successor
corporation will assume or substitute each optiostock purchase right. If the outstanding optionstock purchase rights are not assumed ol
substituted, the administrator will provide nottoegthe optionee that he or she has the right toceseethe option or stock purchase right as to
all of the shares subject to the option
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or stock purchase right, including shares which @t otherwise be exercisable, for a period otla$s from the date of the notice. The
option or stock purchase right will terminate ugba expiration of the 15-day period.

AMENDMENT AND TERMINATION OF THE 2002 STOCK PLAN. @r 2002 Stock Plan will automatically terminate2idil2, unless we
terminate it sooner. In addition, our board of dices has the authority to amend, suspend or tateithe 2002 Stock Plan provided it does
not impair the rights of any optionee.

2002 EMPLOYEE STOCK PURCHASE PLAN

Concurrently with this offering, we intend to impient an employee stock purchase plan. Our boaddedftors adopted the 2002 Employee
Stock Purchase Plan in February 2002 and our stdd&ts approved our 2002 Employee Stock PurchaseiR[2002.

NUMBER OF SHARES OF COMMON STOCK AVAILABLE UNDER TH 2002 EMPLOYEE STOCK PURCHASE PLAN. A total
1,750,000 shares of our common stock will be ma@dable for sale under the 2002 Employee Stockage Plan. In addition, the plan
provides for annual increases in the number ofeshavailable for issuance under the 2002 Employeek$urchase Plan on the first day of
each fiscal year, beginning with our fiscal yea®20equal to the lesser of:

. 2% of the outstanding shares of our common stocthe first day of the applicable fiscal year;
. 1,000,000 shares; and
. such other amount as our board may determine.

ADMINISTRATION OF THE 2002 EMPLOYEE STOCK PURCHASHE _AN. Our board of directors or a committee esttdd by our
board will administer the 2002 Employee Stock PasehPlan. Our board of directors or its committeeflall and exclusive authority to
interpret the terms of the plan and determine faligy.

ELIGIBILITY TO PARTICIPATE. Our employees and empkes of future designated subsidiaries are eligibfgarticipate in the 2002
Employee Stock Purchase Plan if they are custoynamilployed for at least 20 hours per week and rti@re five months in any calendar y«
However, an employee may not be granted an opdigrutchase stock under the 2002 Employee StockhBsecPlan if:

. the employee immediately after grant owns stazdspssing 5% or more of the total combined votmggy or value of all classes of our
capital stock, or

. the employee's rights to purchase stock undef allir employee stock purchase plans accruesaédhat exceeds $25,000 worth of stock
for each calendar year.

OFFERING PERIODS AND CONTRIBUTIONS. Our 2002 EmpdeyStock Purchase Plan is intended to qualify uSéetion 423 of the
Internal Revenue Code and contains consecutivelampeng 24-month offering periods. Each offerirgipd includes four six-month
purchase periods. The offering periods generadit sin the first trading day on or after May 1 &Navember 1 of each year, except for the
first such offering period which will commence dweffirst trading day on or after the effective daft¢his offering and most likely will end ¢
the first trading day on or after May 1, 2004 ane $econd offering period which will commence orvélober 1, 2002. All eligible
employees automatically will be enrolled in thesffioffering period, but payroll deductions and daned participation in the first offering
period will not be determined until after the etfee date of the Form S-8 registration statemeritiwis intended to register the shares
reserved for issuance under the plan. The planipeparticipants to purchase common stock throwgirgll deductions of up to 15% of their
eligible compensation which generally includes dipi@ant's base salary, commissions, overtime phift premium, incentive compensation,
incentive payments and bonuses, but excludestal @bmpensation. A participant may purchase amaxi of 12,500 shares during a six-
month purchase period.

PURCHASE OF SHARES. Amounts deducted and accuntilatehe participant are used to purchase sharegrafommon stock at the end
of each six-month purchase period. The price is 8b%ie lower of the fair
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market value of our common stock at the beginniingnooffering period or at the end of a purchas@pe If the fair market value at the end
of a purchase period is less than the fair mariktesat the beginning of the offering period, gaptnts will be withdrawn from the current
offering period following their purchase of shaoesthe purchase date and automatically will bermeléed in a new offering period.
Participants may end their participation at anyetiguring an offering period, and will be paid the@yroll deductions to date. Participation
ends automatically upon termination of employmeitih ws.

TRANSFERABILITY OF RIGHTS. A participant may notinsfer rights granted under the 2002 Employee Stockhase Plan other than by
will, the laws of descent and distribution or asestvise provided under the plan.

ADJUSTMENTS UPON CHANGE IN CONTROL. In the eventathange in control, a successor corporation rasyrae or substitute each
outstanding option. If the successor corporatiduses to assume or substitute for the outstanditigres, the offering period then in progress
will be shortened, and a new exercise date widte which shall be before the date of the propebedge in control. In such event, the
administrator will provide notice of the new exasecidate to each optionee at least ten businesddéyre the new exercise date.

AMENDMENT AND TERMINATION OF THE 2002 EMPLOYEE STOK PURCHASE PLAN. The administrator has the autlyoiat
amend or terminate our plan, except that, subgecettain exceptions described in the 2002 Empl&teek Purchase Plan, no such action
may adversely affect any outstanding rights to pase stock under the plan.

401(K) RETIREMENT PLAN

On January 1, 1998, we adopted the Netflix 401@jrement Plan which covers all of our eligible éoyges who are at least 21 years old
and have completed one month of service with us.4U1(k) Plan currently excludes from participatimmployees of affiliated employers,
employees under a collective bargaining agreemmhhanresident alien employees. The 401(k) Plaménded to qualify under Sections 401
(@), 401(m) and 401(k) of the Internal Revenue Caxtttthe 401(k) Plan trust is intended to qualifger Section 501(a) of the Internal
Revenue Code. All contributions to the 401(k) Rigreligible employees, and the investment earnihggeon, are not taxable to such
employees until withdrawn and are 100% vested imately. Our eligible employees may elect to rediner current compensation up to the
maximum statutorily prescribed annual limit andvewve such salary reductions contributed on théiali¢o the 401(k) Plan.

EMPLOYMENT AGREEMENTS AND CHANGE IN CONTROL ARRANGE MENTS

In a change in control, if the options under oueaded and restated 1997 Stock Plan are not assemsetistituted for, each outstanding
option will fully vest and become immediately exsable. In addition, if, within 12 months of a clganin control, a holder of an option under
our amended and restated 1997 Stock Plan is tetedlimavoluntarily other than for cause, the vessngedule for such holder's option will
accelerate with respect to an amount of shared &mjtlee number of shares that would otherwise ggst the following 12 months.

In April 1999, our board of directors awarded WrigaMcCarthy, Jr. an option to purchase 330,000eshaf our common stock under a st
option agreement. One-quarter of the shares uridgriyir. McCarthy's option vested in April 2000 ab@8 of the total shares vest each
month thereafter. Pursuant to an offer letter freaio Mr. McCarthy, upon a change of control offliletthe vesting schedule will accelerate
with respect to an amount of shares equal to theben of shares that would otherwise vest overdheviing 12 months or 50% of the
unvested options, whichever is greater. All ofshares underlying this option will be fully vestaa April 14, 2003, subject to Mr. McCarthy
continuing to be our employee through that date.

In April 1999, our board of directors awarded Ther®a Dillon an option to purchase 225,000 sharesiotommon stock under a stock
option agreement. One-quarter of the shares uridgriyr. Dillon's option vested in March 2000 and8th of the total shares vest each
month thereafter. Pursuant to an offer letter frn
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to Mr. Dillon, if, upon a change of control of Nietf Mr. Dillon is terminated, the vesting schedwdél accelerate with respect to an amour
shares equal to the number of shares that woulthwibe vest over the following 12 months. In thergwthat Mr. Dillon's employment is
terminated by us not for cause, Mr. Dillon will éetitled to severance of three months continueahgaind benefits. In addition, Mr. Dillon is
entitled to an annual bonus targeted at $15,008chas our performance.

In March 2000, our board of directors awarded leeKligore an option to purchase 300,000 sharesioEommon stock under a stock option
agreement. One-quarter of the shares underlying<iltgore's option were to vest in March 2001 andi8léf the total shares each month
thereafter. In January 2001, Ms. Kilgore's optiarese repriced and the terms adjusted such thatoager of the shares underlying Ms.
Kilgore's option vested in December 2000 and 1fMBetotal shares vest each month thereafter.uBatgo an offer letter from us to Ms.
Kilgore, if, upon a change of control of Netflix,9MKilgore is involuntarily terminated or her raoléthin the subsequent company is
substantially and materially altered without hensent, the vesting schedule will accelerate wiipeet to an amount of shares equal to the
number of shares that would otherwise vest ovefdth@wving 12 months. All of the shares underlyiig. Kilgore's option will be fully veste
on December 20, 2004, subject to Ms. Kilgore caritig to be our employee through that date. In thenethat Ms. Kilgore's employment is
terminated by us not for cause, Ms. Kilgore willdrgitled to severance of three months continuedysand benefits.

LIMITATIONS ON DIRECTORS' LIABILITY AND INDEMNIFICA TION

Our certificate of incorporation provides that alinectors will not be personally liable to us or stockholders for monetary damages for
breach of their fiduciary duties as directors, @tdability for any of the following:

. any breach of their duty of loyalty to the comiion or its stockholders;

. acts or omissions not in good faith or which ilweantentional misconduct or a knowing violatioflaw;

. payments of dividends or approval of stock repases or redemptions that are prohibited by Delaveay; or
. any transaction from which the director derivedraproper personal benefit.

This limitation of liability does not apply to lidties arising under the federal securities lawd @oes not affect the availability of equitable
remedies such as injunctive relief or rescission.

Our certificate of incorporation and bylaws willoprde that we shall indemnify our directors, offiseemployees and other agents to the
fullest extent permitted by law. We believe thatemnification under our bylaws covers at leastigegice and gross negligence on the pz
indemnified parties. Our bylaws also permit usdouse insurance on behalf of any officer, directonployee or other agent for any liability
arising out of his or her actions in such capacigardless of whether Delaware law would permdemnification.

We have entered into agreements to indemnify aectiirs and executive officers, in addition to ithdemnification provided for in our
certificate of incorporation and bylaws. These agrents, among other things, provide for indemnifdcaof our directors and officers for
expenses, judgments, fines, penalties and setttesmeounts incurred by any such person in any acigroceeding arising out of such
person's services as a director or officer or arequest.

We believe that these provisions and agreementsemessary to attract and retain qualified perasrdirectors and executive officers. There
is no pending litigation or proceeding involvingyasf our directors, officers, employees or agews. are not aware of any pending or
threatened litigation or proceeding that might heisua claim for indemnification by a director ficer, employee or agent.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
SUBORDINATED PROMISSORY NOTE AND WARRANT FINANCING

In July 2001, we issued $13.0 million aggregatginal principal amount of subordinated promissaoyes and warrants to acquire an
aggregate of 20,456,866 shares of common sto@ige capital to finance our operations. The wasramgre sold for $0.001 per underlying
share of common stock and have an exercise pri$é.00 per share. The following executive offic& stockholders and certain family
members of our executive officers and directothat time participated in the subordinated promigsmte and warrant financing:

PRINCIPAL

AMOUNT OF UNDERLYING AGGREGATE
PURCHASER NOTES WARRANTS CONSIDERATION
Entities affiliated with Jay C. Hoag/(2)/.......... . ... $8,290,287 13,815,411 $8,304,102
Entities affiliated with Michael N. Schuh/(2)/..... ... 2,772,388 4,620,067 2,777,008
Entities affiliated with Timothy M. Haley/(3)/..... ... 1,670,667 1,670,666 1,672,337
W. Barry McCarthy, Jr...cccoooiiiiaiiieeieees 30,000 30,000 30,030
Randolph Randolph/(4)/......cccooovvevevvioeeees L 2,500 2,842 2,503

(1)Consists of: (i) TCV I, V.O.F.; (ii) Technolog@rossover Ventures Il, C.V.; (iii) TCV Il StrategPartners, L.P.; (iv) TCV Il (Q), L.P.; (v)
Technology Crossover Ventures Il, L.P.; (vi) TCV,IMP.; (vii) TCV IV Strategic Partners, L.P.; afdii) TCV Franchise Fund, L.P. See
footnote

(2) in "Principal Stockholders" for a descriptiohMr. Hoag's relationship with these entities. Moag is one of our directors.

(2)Consists of: (i) Foundation Capital Leadershiméf, L.P. and (ii) Foundation Capital Leadershimélpals Fund, LLC. See footnote (5) in
"Principal Stockholders" for a description of McHih's relationship to these entities. Mr. Schudnis of our directors.

(3)Consists of: (i) Institutional Venture Partn®fi$l, L.P. and (ii) IVM Investment Fund VIII, LLCSee footnote (6) in "Principal
Stockholders" for a description of Mr. Haley's telaship to these entities. Mr. Haley is one of dinectors.

(4)Mr. Randolph is the brother of Marc B. Randolptiprmer director and our Vice President of Newrikéss.
PREFERRED STOCK SALES

SERIES E PREFERRED STOCK. In April 2000, we sol@32,689 shares of Series E Preferred Stock, atchase price of $9.38 per share,
and sold warrants to acquire Series E PreferreckStt a purchase price of $0.01 per underlyingesb&Series E Preferred Stock, to raise
capital to finance our operations. The warrantehavexercise price of $14.07 per share. Each sfi&eries E Preferred Stock will convert
into approximately 2.04 shares of common stockeath warrant to purchase shares of Series E Rréf8tock will represent a warrant to
purchase such number of shares of common stockphredt by approximately 2.04 upon completion oftbifering. The following 5%
stockholders and certain family members of our ettee officers and directors at that time purchaslegres and warrants in that financing:

SHARES
NUMBER UNDERLYING AGGREGATE
PURCHASER OF SHARES WARRANTS CONSIDERATION
Entities affiliated with Jay C. Hoag/(1)/.......... . ... 4,359,876 435,988 $40,899,997

Entities affiliated with Michael N. Schuh/(2)/.....
Entities affiliated with Timothy M. Haley/(3)/..... . 319,829 31,983 3,000,316
Europ@web B.V./(A)..cccoveiiiiiiiiiiiae 319,829 31,983 3,000,316
Muriel Randolph/(5)/.......ccoovvviviiiieee 5,330 533 50,001
Randolph Randolph......ccccooovveveeennnns 5,330 533 50,001

319,829 31,983 3,000,316

(1)Consists of: (i) TCV I, V.O.F.; (ii) Technolog@rossover Ventures Il, C.V.; (iii) TCV Il StrategPartners, L.P.; (iv) TCV Il (Q), L.P.; (v)
Technology Crossover Ventures Il, L.P.; (vi) TCV,IM.P.; and (vii) TCV Franchise Fund, L.P. Of thages acquired by TCV IV, L.P.,
147,690 of such shares were subsequently
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transferred to TCV IV Strategic Partners, L.P. ISMTV, L.P. See footnote
(2) in "Principal Stockholders" for a descriptiohMr. Hoag's relationship with these entities.

(2)Consists of: (i) Foundation Capital Il, L.Pi) froundation Capital Il Entrepreneurs Fund, LL@ddiii) Foundation Capital Il Principals

Fund,
LLC. See footnote (5) in "Principal Stockholderst & description of Mr. Schuh's relationship tosthentities.

(3)Consists of: (i) Institutional Venture Partn®fi$l, L.P.; and (ii) IVM Investment Fund VIII, LLCSee footnote (6) in "Principal
Stockholders" for a description of Mr. Haley's t&laship to these entities.

(4)Europ@web, B.V. was a holder of more than 5%uwofstock. The shares purchased by Europ@web,&Y£ transferred to Finanzas,
B.V., an affiliate of Europ@web. The shares of & Preferred Stock held by Finanzas, B.V. werwexed into shares of Series E-1
Preferred Stock in connection with our subordingtemmissory note and warrant financing.

(5)Muriel Randolph is the mother of Marc B. Randuolfphe shares of Series E Preferred Stock held fyRdndolph were converted into
shares of Series E-1 Preferred Stock in conneetittnour subordinated promissory note and warranarfcing.

SERIES D PREFERRED STOCK. In June 1999 and Octb®@9, we sold an aggregate of 4,649,927 sharesrasSD Preferred Stock, at a
purchase price of $6.52 per share, to raise capit@ance our operations. Each share of SerisdPerred Stock will convert into
approximately 1.42 shares of common stock upon éetiop of this offering. The following 5% stockhelds purchased shares in that

financing:

NUMBER AGGREGATE

PURCHASER OF SHARES CONSIDERATION
Forum Holding Amsterdam B.V./(1)/........ccccccec.. L. 4,081,118 $26,608,889

Entities affiliated with Jay C. Hoag/(2)/.......... . ... 366,735 2,391,112

Entities affiliated with Michael N. Schuh/(3)/..... ... 153,374 999,998

(1)The shares of Series D Preferred Stock acqbiydebrum Holding Amsterdam B.V. have been transfto Finanzas, B.V.

(2)Consists of: (i) TCV I, V.O.F.; (ii) Technolog@rossover Ventures Il, C.V.; (iii) TCV Il StrategPartners, L.P.; (iv) TCV Il (Q), L.P.; aI
(v) Technology Crossover Ventures Il, L.P.

(3)Consists of: (i) Foundation Capital Il, L.Pi) froundation Capital Il Entrepreneurs Fund, LL@ddiii) Foundation Capital Il Principals

Fund,
LLC. See footnote (5) in "Principal Stockholderst & description of Mr. Schuh's relationship tosthentities.

SERIES C PREFERRED STOCK. In February 1999 and 1088, we sold an aggregate of 4,650,269 shar8sridés C Preferred Stock, at a
purchase price of $3.27 per share, to raise capifalance our operations. Each share of SeriBseferred Stock will convert into
approximately 1.32 shares of common stock upon éetiop of this offering. The following 5% stockhals, directors, executive officers
certain of their family members purchased share¢lanfinancing:

NUMBER AGGREGATE

PURCHASER OF SHARES CONSIDERATION
Entities affiliated with Michael N. Schuh/(2)/..... ... 1,834,863 $6,000,002

Entities affiliated with Jay C. Hoag/(2)/........... ... 1,834,862 5,999,999

Entities affiliated with Timothy M. Haley/(3)/..... ... 611,621 2,000,001

Reed HastingS.....ccccovvvvvvveiieieiiiiiiiceeeee 234,557 767,001

Muriel Randolph......ccccoeveeivviiiiiiieeee 22,936 75,001

Hastings 1996 Irrevocable Trust/(4)/.................~ ... 9,174 29,999

Wil HastingS/(5)/...cvvveeiiiiieiiiiieeeeeeee 9,174 29,999

Joan Hastings/(B)/......ccoocvvvveeniiiieaaaeeeee 5,505 18,001

(1)Consists of: (i) Foundation Capital Il, L.Pi) froundation Capital Il Entrepreneurs Fund, LL@ddiii) Foundation Capital Il Principals

Fund,
LLC. See footnote (5) in "Principal Stockholderst & description of Mr. Schuh's relationship tosthentities.
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(2)Consists of: (i) TCV Il, VOF,; (ii) Technology 6ssover Ventures Il, C.V.;
(iii) TCV 1l Strategic Partners, L.P.; (iv) TCV (Q), L.P.; and (v) Technology Crossover Ventures IP.

(3)Consists of (i) Institutional Venture PartneIM..P. and (ii) IVM Investment Fund VIII, LLC. & footnote (6) in "Principal
Stockholders" for a description of Mr. Haley's tElaship to these entities.

(4)Wil and Joan Hastings are the trustees of thaihigs 1996 Irrevocable Trust.

(5)Wil Hastings is the father of Reed Hastings, Guief Executive Officer, President and ChairmathefBoard.
(6)Joan Hastings is the mother of Reed Hastings.

LETTER AGREEMENT WITH CERTAIN STOCKHOLDERS

In connection with our sale of Series C PreferratiSin February 1999, we entered into a letteeagrent with Technology Crossover
Ventures Il, L.P., Institutional Venture Partne$IM_.P. and Foundation Capital Il, L.P. concemiour initial public offering. In connection
with our sale of Series D Preferred Stock in Jud@9] the letter agreement was amended and restaselll Forum Holding Amsterdam B.V.
as a party. Under this agreement, as amended stade®, we have agreed to require that the managidgrwriters offer an aggregate of 1
of the shares to be sold in this offering for dalthese Series C and Series D preferred stockiglsigbject to compliance with applicable
law. Each of these four stockholders has the tiglpiarticipate with respect to that portion of 6 allocation equal to their pro rata
ownership of our Series C and Series D PreferredkSis compared to the other participating stoakdrsl Any sales of our common stock
pursuant to this agreement will occur concurreniith this offering.

LETTER AGREEMENT WITH FORUM HOLDING AMSTERDAM B.V.

In June 1999, in connection with our sale of Selidareferred Stock, we entered into a letter ageggtwith Forum Holding Amsterdam B.V.
granting to LVMH Moet Hennessy Louis Vuitton, affiladte of Forum Holding Amsterdam B.V., the righit first refusal with respect to any
joint venture we propose to create in Europe ferdale, rental or distribution of products. Théelehgreement terminates in June 2(

COMMON STOCK SALES

Since December 31, 1998, we have issued an aggrefaj062,000 shares of our common stock to oecuatikve officers and directors for an
aggregate consideration of $241,100.
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PRINCIPAL STOCKHOLDERS

The table below sets forth information regarding lieneficial ownership of our common stock as difr&rary 28, 2002, by the following
individuals or groups:

. each person or entity who is known by us to oendficially more than 5% of our outstanding stock;
. each of the named executive officers;

. each of our directors; and

. all of our directors and executive officers agaup.

Beneficial ownership is determined in accordandd ttie rules of the Securities and Exchange Coniomisshd generally includes voting or
investment power with respect to the securitiesepkas otherwise indicated, and subject to aggbceommunity property laws, the persons
named in the table have sole voting and investipewer with respect to all shares of common stod#t hg them. Shares of common stock
subject to options or warrants that are currentireisable or exercisable within 60 days are deaimé@ outstanding and beneficially owned
for the purpose of computing the percentage owieidithat person but are not treated as outstgnidinthe purpose of computing the
percentage ownership of any other person. Becdusptions granted under our 1997 Stock Plan artdide the plan are exercisable upon
grant for restricted stock, all of the shares af @mmon stock underlying options held by our exi@ewfficers and directors are deemed to
be beneficially owned by such person. Unless ottsenimdicated, the address for each stockholdedlim the following table is c/o Netflix,
Inc., 970 University Avenue, Los Gatos, CA 95032.

Applicable percentage ownership in the followinlléais based on 45,129,402 shares of common sigiskamding as of February 28, 2002,
pro forma to reflect the conversion of all outstaigdshares of preferred stock into common stockaupe closing of this offering and the
issuance of additional shares to certain studi@sediately prior to the closing of this offering.

To the extent that any shares are issued uponisgetoptions, warrants or other rights to acquine capital stock that are presently
outstanding or granted in the future or reserveduture issuance under our stock plans, therebeilfurther dilution to new public investors.

61



NAME AND ADDRESS

Jay C. Hoag/(2)/....cuuueeeeeeeieiiiiiiiiienens
528 Ramona Street
Palo Alto, CA 94301

Technology Crossover Management IV, L.L.C./(3)/....
528 Ramona Street Palo Alto, CA 94301

Reed Hastings/(4)/......cccouvveeeeveeienaannnnnn

Michael N. Schuh/(5) /.......cccoceiviiicnnnns
70 Willow Road, Suite 200
Menlo Park, CA 94025

Timothy M. Haley and Institutional Venture Manageme
c/o Redpoint Ventures 3000 Sand Hill Road Buildin
Park, CA 94025

Finanzas B.V/(7).c..cooeeeieiiiiiiiiieees
Locatellikade 1
Parnassustoren
1076 AZ Amsterdam
The Netherlands

Technology Crossover Management Il, L.L.C./(8)/....
528 Ramona Street Palo Alto, CA 94301

Foundation Capital Management Co. Il, LLC/(9) /....
70 Willow Road, Suite 200 Menlo Park, CA 94025

Marc B. Randolph/(10)/........ccccuvveveevenenennn.
Leslie J. Kilgore/(11)/.....ccccoeeeeiiiennaanne

W. Barry McCarthy, Jr./(12)/.......cccccvnvnnnne
Thomas R. Dillon/(13)/.....ccceveeiiiiiiieinnnnns
A. Robert Pisano/(14)/.......ccccccvveveevennnnnn.

All directors and executive officers as a group (8

* Less than 1% of our outstanding shares of comstook.

(1)Assumes that the persons named below do nobhasecany shares in this offering. However, cexéihe persons named below, or enti
affiliated with such persons, have the right togmase shares in this offering. See "Certain Relaligps and Related Transactions--Letter

Agreement with Certain Stockholders."

(2)Mr. Hoag is not the record holder of any of eacurities and disclaims beneficial ownership efghares set forth next to his name except
to the extent of his pecuniary interest therein. Nvag is deemed by Securities and Exchange Coramisgdes to beneficially own the sha

PERCENT OF SHARES

NUMBER OUTSTAN DING
OF SHARES - e
BENEFICIALLY BEFORE AFTER
OWNED OFFERING OFF ERING/(1)/

......................... 19,198,047 34.3
......................... 9,452,289 20.1

......................... 7,910,877 15.9

nt VIIl, LLC/(6)/........ 6,751,543 14.4
g 2, Suite 290 Menlo

......................... 6,182,331 13.7

......................... 5,969,259 12.5

......................... 3,290,810 7.3
......................... 2,522,000 5.5
......................... 962,000 2.1
......................... 957,000 2.1
......................... 946,000 2.1
......................... 200,000 *
persons)/(15)/........... 52,845,130 75.4%

set forth next to his name because he is a Manadergber of Technology Crossover Management I, C.LTechnology Crossover

Management IV, L.L.C. and TCVF Management, L.L.G.tAe sole managing members of these entitiesHblg, along with Richard H.
Kimball, have the power to make voting decisiondehalf of such entities. TCVF Management, L.L$thie sole general partner of, and has

sole investment
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control over, TCV Franchise Fund, L.P., which ie tecord holder of 217,840 of our shares and aanato acquire 280,275 of our shares.
Mr. Kimball also disclaims beneficial ownershiptbé shares set forth next to Mr. Hoag's name exodpie extent of his pecuniary interest
therein.

(3)Technology Crossover Management IV, L.L.C. isthe record holder of any of our securities. lihie sole general partner of, and has sole
investment control over, TCV IV, L.P. and TCV IVr&tegic Partners, L.P. TCV IV, L.P. is the recoaider of 8,094,046 of our shares and a
warrant to purchase 10,413,867 of our shares. TWCSttategic Partners, L.P. is the record holde3@i,815 of our shares and a warrant to
acquire 388,319 of our shares.

(4) Includes options to purchase an aggregate8601000 shares.

(5)Mr. Schuh is not the record holder of any of securities and disclaims beneficial ownershighefshares set forth next to his name except
to the extent of his pecuniary interest therein. $tthuh is deemed by Securities and Exchange Casiumisules to beneficially own the
shares set forth next to his name because he enadér of Foundation Capital Management Co. Il, lao@d FC Leadership Management
Co., LLC. As a Manager, Mr. Schuh has the powan#édke voting decisions on behalf of such entiti€s Lleadership Management Co., LLC

is the sole general partner of, and has sole imast control over, Foundation Capital Leadershipd;L.P., which is the record holder of a
warrant to acquire 4,500,065 of our shares. FC ¢esdip Management Co., LLC is also the sole manayend has sole investment control
over, Foundation Capital Leadership Principals FluhdC, which is the record holder of a warrant tmaire 120,002 of our shares.

(6)Mr. Haley is not the record holder of any of @ecurities and disclaims beneficial ownershiphefghares set forth next to his name except
to the extent of his pecuniary interest therein. Naley is deemed by Securities and Exchange Cosimnisules to beneficially own the
shares set forth next to his name because hegithier with Samuel D. Collella, Reid W. Dennis, liutn Quindlen, L. James Strand, Willi
P. Tai, T. Peter Thomas, Geoffrey Y. Yang, Reb&daobertson and R. Thomas Dyal, the sole ManaBingctors of Institutional Venture
Management VIII, LLC. As a Managing Director, Mraldy has the power to make voting decisions onlbehinstitutional Venture
Management VIII, LLC. Institutional Venture Managent VIII, LLC is the sole general partner of, aralsole investment control over,
Institutional Venture Partners VIII, L.P., whichttse record holder of 5,001,829 of our shares andraant to acquire 1,639,759 of our she
Institutional Venture Management VIII, LLC is alte sole manager of, and has sole investment daveo, IVM Investment Fund VIII,
LLC and IVM Investment Fund VIII-A, L.L.C. IVM Invetment Fund VIII, LLC is the record holder of 62058f our shares and a warrant to
acquire 30,907 of our shares. IVM Investment Fumid- ¥, LLC is the record holder of 16,458 of our shaidessrs. Collella, Dennis, Strar
Tai, Thomas, Yang, Dyal and Mses. Quindlen and Rebe also disclaim beneficial ownership of thershaset forth next to Mr. Haley's
name except to the extent of their pecuniary irstetfeerein.

(7) Includes a warrant to purchase 65,376 shares.

(8)Technology Crossover Management Il, L.L.C. isthe record holder of any of our securities. lthis sole general partner of, and has sole
investment control over, TCV Il (Q), L.P., TCV Itrategic Partners, L.P. and Technology Crossoveitives I, L.P. TCV Il (Q), L.P. is the
record holder of 1,190,252 of our shares and aamato acquire 1,005,125 of our shares. TCV IIt8gie Partners, L.P. is the record holder
of 211,225 of our shares and a warrant to acqui8s3r74 of our shares. Technology Crossover VentlyesP. is the record holder of
1,548,166 of our shares and a warrant to acqud@71371 of our shares. Technology Crossover Managet L.L.C. is also the sole
investment general partner of, and has sole invargticontrol over TCV I, V.O.F. and Technology Gsoger Ventures Il, C.V. TCV Il,

V.O.F. is the record holder of 50,292 of our shaned a warrant to acquire 42,470 of our shareshi@ogy Crossover Ventures Il, C.V. is
the record holder of 236,374 of our shares andraantto acquire 120,002 of our shares.

(9) Foundation Capital Management Co. Il, LLC is the record holder of any of our securities. tthis sole manager of, and has sole
investment control over, Foundation Capital || Epteneurs Fund, LLC and Foundation Capital Il Rpials Fund, LLC. Foundation Capital
Il Entrepreneurs Fund, LLC is the record holde82®,079 of our shares and Foundation Capital Hdfpals Fund, LLC is the record holder
of 164,536 of our shares. Foundation Capital Mamegg Co. I, LLC is also the sole general partrfeand
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has sole investment control over, Foundation Chjth.P., which is the record holder of 2,797,1850ur shares. The other Managers of
Foundation Capital Management Co. Il, LLC are Ja@eAnderson, William B. ElImore, Kathryn C. GoulddaPaul G. Koontz. They also
disclaim beneficial ownership of the shares beraficowned by Foundation Capital Management ColLLIC except to the extent of their
pecuniary interest therein.

(10) Includes: (i) 65,000 shares held by Mr. RapHah his capacity as trustee of the Marc & Loreaiandolph 2000 Logan B. Randolph
Trust; (ii) 65,000 shares held by Mr. Randolph is dapacity as trustee of the Marc & Lorraine Rdpd@000 Morgan B. Randolph Trust;
(iii) 65,000 shares held by Mr. Randolph in hisaeify as trustee of the Marc & Lorraine RandolpB@®lunter B. Randolph Trust; and (iv)
options to purchase an aggregate of 500,000 sHdreRandolph disclaims beneficial ownership of giares of common stock held of rec
by each of Marc Randolph, Trustee of the Marc &rhove Randolph 2000 Logan B. Randolph Trust, Mand®Iph, Trustee of the Marc &
Lorraine Randolph 2000 Hunter B. Randolph Trust kiaglc Randolph, Trustee of the Marc & Lorraine Ralpti 2000 Morgan B. Randolph
Trust.

(11) Includes options to purchase an aggregaté2080 shares.

(12) Includes: (i) options to purchase an aggregh893,000 shares; (ii) a warrant to purchase@Dghares; and (iii) 20,000 shares held by
W. Barry McCarthy, Jr., Trustee of the Peter DudiégCarthy Trust--2001 u/i dtd. December 31, 2001. McCarthy disclaims beneficial
ownership of the 20,000 shares he holds as Traétie Peter Dudley McCarthy Trust--2001 u/i dteekd@mber 31, 2001 and 117,992 shares
underlying options for which he has agreed to fiemsvestment and voting power.

(13) Includes options to purchase an aggregatd®080 shares.
(14) Includes options to purchase an aggregat@@0R0 shares.
(15) Includes, without duplication, the sharesjayt and warrants listed in footnotes (2) through (8), (9) and (11) through (14) above.
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DESCRIPTION OF CAPITAL STOCK
AUTHORIZED AND OUTSTANDING CAPITAL STOCK

We will be authorized to issue 150,000,000 shafesmmon stock, $0.001 par value, and 10,000,08@eshof undesignated preferred stock,
$0.001 par value, upon the closing of this offeripgrsuant to the amended and restated certifafateorporation that we intend to file
effective as of the closing. Pursuant to our existiertificate of incorporation, all of the shacdsur preferred stock issued and outstanding
prior to the closing of this offering will be comted to common stock.

Prior to the completion of this offering, we willd an amended and restated certificate of incatpam to effect a for reverse stock split of
common stock. Pursuant to the reverse stock splitres of our common stock held by our currentksiolders will be combined into one
share of our common stock. The number of sharesmimon stock into which our shares of preferredkstaill be converted upon the closi

of this offering will be appropriately adjustedtike into account the reverse stock split. Excdptre otherwise noted, the information in this
prospectus concerning share amounts takes intaattite effect of the anticipated reverse stock.spl

COMMON STOCK

As of February 28, 2002, there were 45,129,402eshalir common stock outstanding which were helagobrd by 159 stockholders, taking
into account the anticipated conversion of our tautding preferred stock into an aggregate of 3§32 shares of common stock prior to the
closing of this offering.

Pursuant to our certificate of incorporation toileffect upon the closing of this offering, holg@f our common stock will be entitled to one
vote per share on all matters to be voted uponupsitmckholders. Subject to preferences that magpipticable to any outstanding shares of
preferred stock, common stockholders will be esditlo receive ratably such dividends, if any, ag bedeclared from time to time by our
board of directors out of funds legally availabie that purpose. In the event of a liquidationsdiation or winding up of Netflix, our
common stockholders will be entitled to share rigtaball assets remaining after payment of lidkdh, subject to prior distribution rights of
preferred stock, if any, then outstanding. Commntonldolders will have no preemptive or conversigits or other subscription rights. Th
will be no redemption or sinking fund provisiongégable to our common stock.

PREFERRED STOCK

Pursuant to our certificate of incorporation toileffect upon the closing of this offering, ourand of directors will be authorized, without
any action by our stockholders, to designate asukipreferred stock in one or more series anddiguaiate the powers, preferences and rights
of each series, which may be greater than thesighbur common stock. It is not possible to stageactual effect of the issuance of any
shares of preferred stock upon the rights of heldéiour common stock until the board of direcetermines the specific rights of the
holders of such preferred stock. However, the &fetdght include, among other things:

. impairing dividend rights of our common stock;

. diluting the voting power of our common stock;

. impairing the liquidation rights of our commomsk; and

. delaying or preventing a change in control ofvithout further action by our stockholders.

Upon the completion of this offering, no shareswif preferred stock will be outstanding, and weehaw present plans to issue any shares of
our preferred stock following this offering.
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WARRANTS

At February 28, 2002, warrants to purchase an aagtgeof 21,053,931 shares of our common stock ewistanding. These warrants
generally expire five years from the date of isand have a weighted average exercise price of $ie0ghare.

REGISTRATION RIGHTS

Following this offering, the holders of an aggregslhares of our common stock and shares of comtook gnderlying outstanding warrants,
will be entitled to the following rights with resgieto registration of such shares under the Séesiitct. These rights are provided under the
terms of an agreement between us and certain Isabd@ur stock. Beginning six months following thete of this prospectus, if holders of at
least 50% of the then outstanding securities edtith such registration rights request that an amoiusecurities having a reasonably
anticipated aggregate offering price to the pulilafore deduction of underwriter discounts and cdéssions, of at least $20,000,000 be
registered, we may be required, on up to two oocasito register their shares for public resalsoAthese holders may require on four
separate occasions, but no more than twice witynl2-month period, that we register their shaoepfiblic resale on Form S-3, if available,
or similar shorfform registration if the value of the securitied®registered is at least $2,000,000. Dependingedain conditions, howeve
we may defer such registration for up to 90 daystHermore, in the event we elect to register dyuo shares of common stock for purpao
of effecting any public offering, these holderslwi¢ entitled to include a portion of their shaoésommon stock in the registration, but we
may reduce the number of shares proposed to beteegy if necessary due to market conditions. ¥glemses in connection with any such
registration, other than underwriting discounts aachmissions, will be borne by us. All of theseisémtion rights will terminate five years
following the closing of this offering, or, withspect to any particular stockholder, at such tisitha holder is entitled to sell all of its shares
in any three month period under Rule 144 of theuBtes Act.

ANTI-TAKEOVER PROVISIONS

Certain provisions of Delaware law and our cerdifecof incorporation and bylaws as will be in effiadlowing the closing of this offering
could make the following more difficult:

. the acquisition of Netflix by means of a tendfen
. acquisition of control of Netflix by means of eopy contest or otherwise; and
. the removal of our incumbent officers and diresto

These provisions, summarized below, are expectdistmurage certain types of coercive takeovertipes and inadequate takeover bids,
are designed to encourage persons seeking to aampritrol of us to negotiate with our board of dices. We believe that the benefits of
increased protection against an unfriendly or uoietl proposal to acquire or restructure us ouWwehe disadvantages of discouraging such
proposals. Among other things, negotiation of suaiposals could result in improved terms for oockholders.

DELAWARE ANTI-TAKEOVER LAW. We are subject to Seoti 203 of the Delaware General Corporation Lawaatirtakeover law. In
general, Section 203 prohibits a publicly held Delee corporation from engaging in a "business coatimn" with an "interested
stockholder” for a period of three years followihg date the person became an interested stockhotdess the "business combination” or
the transaction in which the person became andsted stockholder is approved by our board of thiredn a prescribed manner. Generall
"business combination” includes a merger, assstook sale, or other transaction resulting in aritial benefit to the interested stockholder.
Generally, an "interested stockholder" is a pefsho, together with affiliates and associates, oamsvithin three years prior to the
determination of interested stockholder statusosid, 15% or more of a corporation's voting stoidke applicability of this provision may
have an antiakeover effect with respect to transactions npreyed in advance by the board of directors, indgdliscouraging attempts tt
might result in a premium over the market pricetfa shares of common stock held by stockholders.
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ELECTION AND REMOVAL OF DIRECTORS. Our board of ditors will be divided into three classes, eachisgrstaggered three-year
terms. As a result, only a portion of our boardlioéctors will be elected each year. To implembstdlassified structure, prior to the closing
of this offering, one of the nominees to the boaiitibe elected to a one-year term, two will beotdsl to two-year terms and two will be
elected to three-year terms. Thereafter, direatdide elected for three-year terms. Directors rhbayremoved only for cause and with the
approval of the holders of two-thirds of our outstimg stock. The board of directors will have tixelasive right to increase or decrease the
size of the board and to fill vacancies on the 8o@his system of electing directors may tend szdiirage a third party from making a tender
offer or otherwise attempting to obtain controusf because it generally makes it more difficuftdftmckholders to replace a majority of the
directors.

STOCKHOLDER MEETINGS. Under our certificate of imporation as will be in effect following the clogiof this offering, only the board
of directors, the chairman of the board, the chiafcutive officer or the president may call speaiaktings of stockholders.

REQUIREMENTS FOR ADVANCE NOTIFICATION OF STOCKHOLDENOMINATIONS AND PROPOSALS. Our bylaws will contai
advance notice procedures with respect to stockhqitbposals and the nomination of candidateslémtieon as directors, other than
nominations made by or at the direction of the Badrdirectors or a committee of the board.

ELIMINATION OF STOCKHOLDER ACTION BY WRITTEN CONSEN. Our certificate of incorporation as will be iffext following the
closing of this offering eliminates the right obskholders to act by written consent without a rimeetThis provision will make it more
difficult for stockholders to take action opposedtbe board of directors.

NO CUMULATIVE VOTING. Our certificate of incorporain as will be in effect following the closing dfis offering does not provide fi
cumulative voting in the election of directors, wini under Delaware law, precludes stockholders ftamulating their votes in the electior
directors, frustrating the ability of minority stdwlders to obtain representation on the boardrettbrs.

UNDESIGNATED PREFERRED STOCK. The authorizatioruafiesignated preferred stock will make it possibiehe board of directors,
without stockholder approval, to issue preferretistwith voting or other rights or preferences thatld impede the success of any attem,
obtain control of us. These and other provisiony hrave the effect of deferring hostile takeoverdeaying changes in control or
management of Netflix.

AMENDMENT OF PROVISIONS IN THE CERTIFICATE OF INCGRORATION. Our certificate of incorporation will reme the
affirmative vote of the holders of at least twordlsi of our outstanding voting stock in order to achany provision of our certificate of
incorporation concerning:

. the required vote to amend or repeal the sedtidhe certificate of incorporation providing fdret right to amend or repeal provisions of the
certificate of incorporation;

. management of the business by our board of dirgct
. absence of the authority of stockholders to gawhtten consent;
. authority to call a special meeting of stockhadgle

. procedure and content of stockholder proposaisaming business to be conducted at a meetinmciisolders, including election of
directors;

. number of directors and structure of the boardictors;

. removal of directors and the filling of vacancgsthe board;

. director nominations by stockholders;

. absence of the necessity of directors to beesdday written ballot;
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. personal liability of directors to us and ourcitoolders; and
. indemnification of our directors, officers, empbes and agents.

AMENDMENT OF PROVISIONS IN THE BYLAWS. Our certifate of incorporation will require the affirmativete of the holders of at
least two-thirds of our outstanding voting stoclomder to amend any provision of our bylaws coniceyn

. meetings of or actions taken by stockholders;

. number of directors and their term of office;

. election and qualification of directors;

. removal of directors and the filling of vacancgsthe board;

. indemnification of our directors, officers, empées and agents; and

. amendment to our bylaws.

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for our commooksi® Equiserve Trust Company, N.A.
NASDAQ NATIONAL MARKET LISTING

We have applied for listing on the Nasdaq Natidviatket under the symbol "NFLX."
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no markebfor common stock, and there can be no assurhata significant public market for the
common stock will develop or be sustained aftes ttfering. Future sales of substantial amountsoafimon stock, including shares issued
upon exercise of outstanding options and warramthie public market following this offering coutdlversely affect market prices prevailing
from time to time and could impair our ability taise capital through sale of our equity securitises of substantial amounts of our comi
stock in the public market after the restrictiomgde could adversely affect the prevailing markieepof our common stock and our ability to
raise equity capital in the future.

Upon completion of this offering, we will have otaisding shares of common stock based upon shatstsuoding as of February 28, 2002,
assuming no exercise of the underwriters' ovettrakmt option and no exercise of outstanding opt@nsarrants after this offering. Holders
of of our outstanding shares have entered into-lgrkgreements with the underwriters of this offgriHolders of of our outstanding shares
are not subject to lock-up agreements with the nmdliers. With limited exceptions, these lock-upeggments prohibit a stockholder from
selling, contracting to sell or otherwise disposiigany common stock or any securities that are/edible into or exercisable for common
stock for 180 days from the date of this prospedlibough Merrill Lynch may, in its sole discretiand at any time without notice, releas:
or any portion of the securities subject to thesiup agreements. As a result of these lock-upeagents, notwithstanding possible earlier
eligibility for sale under the provisions of Rulé4, 144(k) or 701, none of these shares may beustid181 days after the date of this
prospectus.

Of the outstanding shares subject to lock-up agesésn

. of these shares will be tradable without resoicpursuant to Rule 144(k) 181 days after the dathis prospectus; and
. of these shares will be tradable, subject tdithigations imposed by Rule 144 181 days afterdhte of this prospectus.
Of the outstanding shares that are not subjectidio-lp agreements with the underwriters:

. of these shares are tradable without restrigtimsuant to Rule 144(k) immediately following tobi$ering; and

. of these shares will be tradable 91 days frondtie of this prospectus, subject to the mannealef requirement of Rule 144, unless we
register these shares for resale before that time.

In addition, as of February 28, 2002, there wetstanding options to purchase 12,998,864 sharesrofmon stock and warrants to purchase
21,053,931 shares of common stock. % of the shdresmmon stock underlying such options and % efghares underlying such warrants
are subject to lock-up agreements.
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All of our warrants contain a "net exercise" pramispermitting the holders to exercise the warravitsout paying the exercise price if the
fair market value of our common stock exceeds Kegaise price per share. If these holders eleekéscise their warrants by the "net
exercise" method, they will receive fewer sharesashmon stock than they would have otherwise beétiezl to had they exercised the
warrant by paying cash. The following table illagés how many shares of common stock underlyingvamrants would be saleable
beginning 181 days after the date of this prospeata the restrictions, if any, upon such resalsyming that their shares are not registered
by us, they exercise the warrants by the "net és@frenethod and the fair market value of our shafesommon stock on the date of exercise
is$:

NUMBER OF S HARES

NUMBER OF SHARES OF COMMON STOCK
NUMBER OF DAYS OF COMMON STOCK ISSUED BY U S UPON
AFTER THE DATE OF THIS UNDERLYING THE "NET EXERCI  SE" OF

PROSPECTUS WARRANTS THE WARRA NTS RESTRICTIONS UPON RESALE
181 None
181 Shares are subject to the volume limitations of Rule 144
From time to time
after 181 days Shares are subject to the volume limitations of Rule 144

If our warrant holders acquire shares of commoaokstpon exercise of a warrant other than throutyleaexercise,” they will have to hold-
shares acquired for at least one year following@se prior to sale, unless we register the shargaired. Because we do not know what the
fair market value of our stock price will be in thgure, we cannot estimate how many shares otommmon stock will be saleable upon a
“"net exercise" of our warrants.

RULES 144 AND 701

In general, under Rule 144 as currently in effeeginning 90 days after the date of this prospeetyperson who has beneficially owned
shares of our common stock for at least one yaduding the holding period of any prior owner, egican affiliate of Netflix, would be
entitled to sell within any three-month period amoer of shares that does not exceed the greater of:

. 1% of the number of shares of common stock thestanding which will equal approximately sharemiediately after this offering; and

. the average weekly trading volume of the comntooksduring the four calendar weeks preceding iliregfof a Form 144 with respect to
such sale.

Sales under Rule 144 are also subject to certaimeraf sale provisions and notice requirementstare availability of current public
information about us. Under Rule 144(k), a perstw v& not deemed to have been our affiliate atteng during the three months preceding
a sale, and who has beneficially owned the shamoped to be sold for at least two years includiregholding period of any prior owner,
except an affiliate of Netflix, is entitled to sslich shares without complying with the manneraté,spublic information, volume limitation
notice provisions of Rule 144.

Rule 701, as currently in effect, permits resafeshares in reliance upon Rule 144 but without clianpe with certain restrictions. Any
employee, officer, director or consultant who paséd shares under a written compensatory planntiracd may be entitled to rely on the
resale provisions of Rule 701. Rule 701 permitdiatis to sell their Rule 701 shares under Ruké dithout complying with the holding
period requirements of Rule 144. Rule 701 furthrewvjules that non-affiliates may sell such share®iliance on Rule 144 without having to
comply with the holding period, public informatiomlume limitation or notice provisions of Rule 14¥l holders of Rule 701 shares are
required to wait until 90 days after the date o firospectus before selling such shares. Howavéhis offering % of Rule 701 shares are
subject to lock-up agreements and will only becefigble for sale at the earlier of the expiratmfrthe 180-day lock-up agreements or no
sooner than 90 days after the offering upon obtgitte prior written consent of Merrill Lynch.
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STOCK OPTIONS

Following the effectiveness of this offering, wellile a registration statement on Form S-8 regjiisty shares of common stock subject to
outstanding options and reserved for future isseiamcler our stock plans. As of February 28, 20pf#opns to purchase a total of 12,998,864
shares were outstanding. In addition, a total 085,456 shares were reserved for future issuanderwur 1997 Stock Plan, 2002 Stock Plan
and 2002 Employee Stock Purchase Plan. Common siseid upon exercise of outstanding vested optioissued under our 2002
Employee Stock Purchase Plan, other than commak &sued to affiliates are available for immediasale in the open market.

REGISTRATION RIGHTS

Beginning six months after the date of this proggecolders of shares and holders of warrantsitohase shares of common stock will be
entitled to certain demand registration rightsdale in the public market. Registration of suchrebainder the Securities Act would result in
such shares becoming freely tradable without w&iri under the Securities Act, except for shardd by affiliates, immediately upon the
effectiveness of such registration.
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UNDERWRITING

Merrill Lynch, Pierce, Fenner & Smith Incorporat@dhomas Weisel Partners LLC and U.S. Bancorp Ripffray, Inc. are acting as
representatives of each of the underwriters naneémib Subject to the terms and conditions set forth purchase agreement among us and
the underwriters, we have agreed to sell to themdters, and each of the underwriters has ageaabrally and not jointly, to purchase fr
us, the number of shares of common stock set fpposite its name below.

NUMBER
UNDERWRITER OF SHARES

Merrill Lynch, Pierce, Fenner & Smith
Incorporated........ccooevvvveeveeenn. L
Thomas Weisel Partners LLC........cccccevvcceeeee. L

Subject to the terms and conditions set forth eghrchase agreement, the underwriters have agreeetrally and not jointly, to purchase all
of the shares sold under the purchase agreemamy ibf these shares are purchased. If an underwsfaults, the purchase agreement
provides that the purchase commitments of the rfantteng underwriters may be increased or the pasehagreement may be terminated.

We have agreed to indemnify the underwriters agaipscified liabilities, including some liabilitiesider the Securities Act, or to contribute
to payments the underwriters may be required toenirakespect of those liabilities.

The underwriters are offering the shares, subgeptior sale, when, as and if issued to and acddmtehem, subject to approval of legal
matters by their counsel, including the validitytioé shares, and other conditions contained iptinehase agreement, such as the receipt by
the underwriters of officer's certificates and legginions. The underwriters reserve the right tthdraw, cancel or modify offers to the pul
and to reject orders in whole or in part.

COMMISSIONS AND DISCOUNTS

The representatives have advised us that they pedpdially to offer the shares to the publicta tnitial public offering price set forth on the
cover page of this prospectus and to dealers aptite less a concession not in excess of $ mresihe underwriters may allow, and the
dealers may reallow, a discount not in excessp#r&hare to other dealers. After the initial publifering, the public offering price,
concession and discount may be changed.

The following table shows the public offering pricederwriting discount and proceeds before expettsas. The information assumes either
no exercise or full exercise by the underwritertheir over-allotment options.

PER WITHOUT WITH

S HARE OPTION OPTION
Public offering price...........cccovvvevennen. $ $ 3
Underwriting discount.............c..ccocv..... $ $ 3
Proceeds, before expenses, to Netflix............ $ $ 3

The total expenses of the offering, not including tinderwriting discount, are estimated at appratéfy $ and are payable by us.
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OVER-ALLOTMENT OPTION

We have granted an option to the underwriters tahmse up to additional shares at the public affeprice less the underwriting discount.
The underwriters may exercise this option for 3@sdfaom the date of this prospectus solely to carsr over-allotments. If the underwriters
exercise this option, each will be obligated, sabje conditions contained in the purchase agregnepurchase a number of additional
shares proportionate to that underwriter's indi@ount reflected in the above table.

RESERVED SHARES

At our request, the underwriters have reserveddt®, at the initial public offering price, up todfthe shares offered hereby to be sold to
some of our directors, officers, employees, distobs, dealers, business associates and relatednseThe number of shares of common
stock available for sale to the general public Willreduced to the extent such persons purchabeesgrved shares. Any reserved shares
which are not orally confirmed for purchase witbime day of the pricing of this offering will be efed by the underwriters to the general
public on the same terms as the other shares dfferthis prospectus.

In connection with the purchase of our Series GdPred Stock, we entered into a letter agreemettit oundation Capital Il, L.P.,
Technology Crossover Ventures Il, L.P. and Instinal Venture Partners VIII, L.P., dated FebruaBy 1999, pursuant to which we agreed to
require the managing underwriter or underwriterswfinitial public offering to offer to each ofd@toregoing parties the right to purchase, in
the aggregate, 10% of the total shares to be idsyead in this offering. In connection with the pliase of our Series D Preferred Stock, we
amended the letter agreement to add Forum Holdmgtérdam B.V. as a party. At our request, the umdirs will offer % of the shares
available for sale in this offering to these inwest

NO SALES OF SIMILAR SECURITIES

We and our executive officers and directors anthaeexisting stockholders have agreed, subjelitited exceptions, not to sell or transfer
any common stock or securities convertible int@haxgeable for exercisable for, or repayable wotnmon stock, for 180 days after the date
of this prospectus without first obtaining the we&it consent of Merrill Lynch. Specifically, we athebse other persons have agreed not to
directly or indirectly:

. offer, pledge, sell or contract to sell any comnstock;

. sell any option or contract to purchase any comstock;

. purchase any option or contract to sell any comstock;

. grant any option, right or warrant for the sal@ey common stock;

. lend or otherwise dispose of or transfer any comstock;

. request or demand that we file a registratiotestant related to the common stock; or

. enter into any swap or other agreement thatfeasisn whole or in part, the economic consequeriaavnership of any common stock
whether any such swap or transaction is to beeskltty delivery of shares or other securities, shoar otherwise.

QUOTATION ON THE NASDAQ NATIONAL MARKET
We have applied to list our common stock for guotabn the Nasdaq National Market under the syrmiHéiLX."
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Before this offering, there has been no public raaf@r our common stock. The initial public offegiprice was determined through
negotiations among us and the representativeslditi@n to prevailing market conditions, the fast@onsidered in determining the initial
public offering price are:

. the valuation multiples of publicly traded comjganthat the representatives believe to be comfestahis;

. our financial information;

. the history of, and the prospects for, its pask present operations, and the prospects for,iamg of, our future revenues;

. an assessment of our management, its past asehp@perations, and the prospects for, and timingur future revenues;

. the present state of our development; and

. the above factors in relation to market values$ arious valuation measures of other companieagatyin activities similar to ours.

An active trading market for the shares may noetigy. It is also possible that after the offerihg shares will not trade in the public market
at or above the initial public offering price. Thederwriters do not expect to sell more than figecpnt of the shares being offered in this
offering to accounts over which they exercise digonary authority.

PRICE STABILIZATION, SHORT POSITIONS AND PENALTY Bl DS

Until the distribution of the shares is complet8d¢urities and Exchange Commission rules may limikerwriters and selling group memb
from bidding for and purchasing our common stockwidver, the representatives may engage in transactiat stabilize the price of the
common stock, such as bids or purchases to pegr fixaintain that price.

The underwriters may purchase and sell the comnumk 0 the open market. These transactions mdydecshort sales, stabilizing
transactions and purchases to cover positionsextdst short sales. Short sales involve the satbdwynderwriters of a greater number of
shares than they are required to purchase in feargj. "Covered" short sales are sales made emaount not greater than the underwriters'
option to purchase additional shares from the issuthe offering. The underwriters may close au aovered short position by either
exercising their option to purchase additional shar purchasing shares in the open market. Imrditimg the source of shares to close out
the covered short position, the underwriters wolhsider, among other things, the price of sharagable for purchase in the open market as
compared to the price at which they may purchaaeeshthrough the ovedlotment option. "Naked" short sales are any salexcess of suc
option. The underwriters must close out any nakextposition by purchasing shares in the open gtaknaked short position is more
likely to be created if the underwriters are coneerthat there may be downward pressure on the pfithe common shares in the open
market after pricing that could adversely affesfeistors who purchase in the offering. Stabiliziregsactions consist of various bids for or
purchases of common shares made by the underwiritre open market prior to the completion of dffering.

The underwriters may also impose a penalty bids Dlecurs when a particular underwriter repays éautiderwriters a portion of the
underwriting discount received by it because tipeasentatives have repurchased shares sold by threfaccount of such underwriter in
stabilizing or short covering transactions.

Similar to other purchase transactions, the undesgt purchases to cover the syndicate short sadgshave the effect of raising or
maintaining themarket price of the common stock or preventingetainding a decline in the market price of the commsitock. As a result, tl
price of the common stock may be higher than theepghat might otherwise exist in the open market.
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Neither we nor any of the underwriters make anyasgntation or prediction as to the direction ogniude of any effect that the transacti
described above may have on the price of the cormstamk. In addition, neither we nor any of the esg@ntatives make any representation
that the representatives will engage in these a&ctimns or that these transactions, once commenmdkbdot be discontinued without notice.

LEGAL MATTERS

The validity of the common stock offered herebyl wé passed upon for us by Wilson Sonsini GoodgidRosati, Professional Corporation,
Palo Alto, California. Certain legal matters wi# passed upon for the underwriters by Cahill Go@dreindel, New York, New York. As of
the date of this prospectus, WS Investment Compady WS Investment Company 98A and WS Investm@&mB,'investment partnerships
composed of certain current and former membersidfo@rsons associated with Wilson Sonsini Goodti¢tosati, Professional Corporation,
as well as certain individual attorneys of thisrfjbeneficially own an aggregate of 126,640 shaf@sir common stock.

EXPERTS

The financial statements of Netflix, Inc. as of Beter 31, 2000 and 2001 and for each of the yadteithree-year period ended December
31, 2001 appearing in this prospectus and regstratatement have been audited by KPMG LLP, inddpet auditors, as set forth in their
report thereon, appearing elsewhere herein, and th@authority of said firm as experts in accaumtnd auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exchange Casion a registration statement on Forrh %ith respect to the common stock offerec
this prospectus. This prospectus, which constitateart of the registration statement, does notatomll of the information set forth in the
registration statement or the exhibits and schedutach are part of the registration statement.f&dher information with respect to us and
our common stock, see the registration statemeahthanexhibits and schedules thereto. Any documwerftle may be read and copied at the
Commission's public reference rooms in Washingib@,., New York, New York and Chicago, Illinois. Bke call the Commission at 1-800-
SEC-0330 for further information about the pubéference rooms. Our filings with the Commissionas® available to the public from the
Commission's Web site at HTTP://WWW.SEC.GOV.

Upon completion of this offering, we will becomebgect to the information and reporting requiremaaftthe Securities Exchange Act of
1934 and, accordingly, will file periodic reportgher reports, proxy statements and other informnatiith the Commission. Such periodic
reports, other reports, proxy statements and atii@mation will be available for inspection andpging at the Commission's public refere
rooms, and the Web site of the Commission refaoeabove.
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INDEPENDENT AUDITORS' REPORT

THE BOARD OF DIRECTORS AND STOCKHOLDERS
NETFLIX, INC.

We have audited the accompanying balance sheétstflix, Inc. (formerly known as NetFlix.com, Inap of December 31, 2000 and 2001,
and the related statements of operations, stockr®ldeficit, and cash flows for each of the yéathe threeyear period ended December
2001. These financial statements are the respdihsitfi the Company's management. Our respongjtidito express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6ig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements refereadlbove present fairly, in all material respedts, financial position of Netflix, Inc. as of
December 31, 2000 and 2001, and its results ofatipes and its cash flows for each of the yeatkérnthree-year period ended December 31,
2001, in conformity with accounting principles geally accepted in the United States of America.

/sl KPMG LLP

Mountain View, California
February 27, 2002
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(IN THOUSANDS, EXCEPT SHARE DATA)

ASSETS

Current assets:
Cash and cash equivalents......................
Prepaid expenses
Prepaid revenue sharing expense................
Other current assets..........cccecvvevveennen.

Total current assets..........ccccevveeenne

DVD library, Net.......ccccevvieviiiineninnenne
Intangible assets, net......... .
Property and equipment, net...........c..ccoeuee..
Deposits.......ccccoveeeenneen. .
Other assetsS.......ccoeevvivieiiieeiiieeiins

Total assetS......ccveevveeeiiieeeannen.

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:
Accounts payable............cccceeeiiieenns
Accrued eXPeNnSeS.........coccveeverveneenne.
Deferred revenue..........c.ccocceeveeeeenn
Current portion of capital lease obligations...
Notes payable..........cccoccvveviiieininnnn

Total current liabilities..................

Deferred rent........ccccveveveiiiniiinneenn.

Capital lease obligations, less current portion....

Note payable..........cccovvieiiiiieiiiieenins

Subordinated notes payable, net of unamortized disc
$10,767 at December 31, 2001 and March 31, 2002, r

Total liabilities...........cccocveeeeenns
Commitments and contingency (notes 4 and 5)
Redeemable convertible preferred stock (note 6)....

Stockholders' deficit (note 7):
Convertible preferred stock, $0.001 par value; 8,
4,444,545, 6,157,499, 6,157,499 and no shares is
December 31, 2000, December 31, 2001, March 31,
March 31, 2002 pro forma, respectively; aggregat
preference of $2,222..........ccccccvevvnnnns
Common stock, $0.001 par value; 100,000,000 share
150,000,000 shares authorized (pro forma); 6,407
6,575,750 and 45,197,271 shares issued and outst
December 31, 2000, December 31, 2001, March 31,
2002 pro forma, respectively
Additional paid-in capital.............. .
Deferred stock-based compensation................
Accumulated defiCit..........ccocvveviineennns

Total stockholders' deficit.................

Total liabilities and stockholders' deficit.

See accompanying notes to financial statements.

NETFLIX, INC.

BALANCE SHEETS

AS OF
DECEMBER 31,

........................... $ 14,895 $ 16,131 $

2,738 1,019
636 732
........................... 32 1,670

8,205
1,677
646

4,544
4,937
1,345
1,667

........................... 102 240
........................... 2,024 1,057
1,843 -

ount of $10,851 and

espectively 2,799

........................... 101,830 101,830

500,000 shares authorized;
sued and outstanding at
2002 and

e liquidation

s authorized (actual);
,476, 6,485,737,
anding at
2002 and March 31,

7 7
34,636 52,474
(9,266) (5,725)
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AS OF
MARCH 31, 2002

(UNAUDITED)

15,671 $ 15,671

1,818 1,818
277 277
2,099 2,099

19,865 19,865

6,702 6,702
7,990 7,990
7,426 7,426
1,691 1,691
632 632

44,306 $ 44,306

16,292 $ 16,292

4,358 4,358
6,287 6,287
1,433 1,433
1,042 1,042

29,412 29,412

253 253
959 959
3,158 3,158

33,782 33,782

101,830 -

7 45
62,105 163,903
(12,553) (12,553)
(140,871) (140,871)

(91,306) 10,524

44,306 $ 44,306




NETFLIX, INC.

STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Revenues:
SubSCription.........coeeviviiiiieeciees $

Total revenues...........ceeeevvvvvnnnns

Cost of revenues:

Gross profit (I0SS)...ccvvveeeeeieiieiiiiinnns

Operating expenses:
Fulfillment*...........ccooiiiiie
Technology and development*...................
Marketing*.......ccccveeeeeveiiniiiiiiies
General and administrative*...................
Restructuring charges........... .
Stock-based compensation*..............c......

Total operating expenses...................
Operating 10SS.........cooviiiiieiiiiiiieeee
Other income (expense):

Interest and other income.....................
Interest expense

NEt 10SS....coiviieciiieciie e, $

Weighted average shares--basic and diluted.......

Pro forma net loss per share--basic and diluted
(unaudited).......ccooovieiiiiiiiieeee.

Pro forma weighted average shares--basic and

*Amortization of stock-based compensation not
included in expense line-item:
Fulfillment........ccoooeviveviiiieee. $
Technology and development....................
Marketing........coovveieeiiniiiiee s
General and administrative....................

See accompanying notes to financial statements.

THREE MONTHS
YEAR ENDED DECEMBER 31, ENDED MARCH 31,

1999 2000 2001 2001 2002

(UNAUDITED)

4,854 $35,894 $ 74,255 $ 17,057 $30,069
152 - 1,657 - 458

5,006 35,894 75,912 17,057 30,527

4,217 24,861 49,088 18,177 14,872
156 - 819 - 286

4,373 24,861 49,907 18,177 15,158

633 11,033 26,005 (1,120) 15,369

2,446 10,247 13,452 3,613 4,155

7,413 16,823 17,734 5,474 3,181

14,070 25,727 21,031 6,653 7,938

1,993 6,990 4,658 1,514 1,309
-- - 671 - -

4,742 8803 5,686 2,043 1,937

30,664 68,590 63,232 19,297 18,520

(30,031) (57,557) (37,227) (20,417) (3,151)

924 1645 461 182 77
(738) (1,451) (1,852) (363) (531)

(29,845) $(57,363) $(38,618) $(20,598) $(3,605)

(7.13) $ (13.52) $ (7.05) $ (4.09) $ (0.59)

4,183 4,243 5,479 5,039 6,141

$ (0.91) $ (0.08)

42,296 44,503

624 $ 2,298 $ 1,201 $ 429 $ 294
1,141 2,871 1,930 724 855
351 1,886 1,403 498 596
2,626 1,748 1,152 392 192

4,742 $ 8,803 $ 5,686 $ 2,043 $ 1,937
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CONVERT
PREFERRED

Balances as of January 1, 1999........... 4,444,545
Exercise of options..................... --
Issuance of common stock upon exercise
of warrants..........cccceeeeeiinnns --
Repurchase of restricted stock.......... -
Warrants issued in connection with debt
financing.......ccccooeevveeiiieenns -
Deferred stock-based compensation....... -
Stock-based compensation expense........ -
NEet 10SS....cccvveiriieniieieeiien, -
Balances as of December 31, 1999......... 4,444,545
Exercise of options and issuance of
restricted StocK.........ccccvveennee -
Repurchase of restricted stock.......... -
Issuance of common stock for services
rendered.........ccoocveeeiiieeins --
Warrants issued in connection with
operating lease............c..c....... -
Warrants issued in connection with
services rendered............co.c.... -
Warrants issued in connection with debt
financing.........ccoevveviineenns -
Subscribed Series F non-voting preferred
StOCK e cvvvee e -
Deferred stock-based compensation....... -
Stock-based compensation expense........ -
NEet [0SS....cccvveeeiiiieeiiieeeiien, --
Balances as of December 31, 2000......... 4,444 545
Exercise of options..................... --
Repurchases of restricted common stock.. -
Issuance of common stock in exchange for
services rendered............co.cu. -
Warrants issued in connection with
subordinated notes payable............ -
Warrants issued in connection with
capital lease obligation.............. -
Warrants issued in exchange for services
rendered.........ccovveeiiiieninns --
Issued Series F non-voting preferred
[ (o To) 1,712,954

StOCK. ...t -
Deferred stock-based compensation
(forfeitures) net.........ccceeeuees -
Stock-based compensation expense........ -
Net loss . --

Balances as of December 31, 2001......... 6,157,499

Exercise of options (unaudited)......... --

Subscribed Series F non-voting preferred
stock (unaudited)...........cceeeenen -

Deferred stock-based compensation
(unaudited)........covvvierrinnnnns -

Stock-based compensation expense
(unaudited)........cceevveeeinnennns -

Net loss (unaudited)

See accompanying notes to financial statements.

IBLE

STOCK COMMON STOCK ADDITIONAL DEFERRED

NETFLIX, INC.

AMOUNT SHARES AMOUNT CAPITAL COMPENSATION

$4 2,580,250 $3 $8,100 $(4,711)

STATEMENTS OF STOCKHOLDERS' DEFICIT
(IN THOUSANDS, EXCEPT SHARE DATA)

PAID-IN STOCK-BASED A

3971,361 4 353 -
(600,450) (1)  (30) -
271,489 1 30 -

- - 762 -

~ - 6872 (6872

- — 4742
6,222,650 7 16,087  (6,841)
243009 - 422 -
(79,960) —  (141) -
21,777 -~ 306 -

- - 216 -

- - 285 -

~ -~ 105 -

~ -~ 6128 -

— - 11,228 (11,228)

- ~ 8803
6,407,476 7 34,636  (9,266)
90,137 - 125 -
(16,876) — (12 -
5,000 - 10 -

~ -~ 10,884 -

- 72 -

- - 18 -

~ 4279 -

- - 217 -

~ - 2145 (2,145)

- - - 5686
6,485,737 7 52474  (5,725)
90,013 - 87 -

- 779 -
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8,765  (8,765)
—~ 1,937

TOTAL
CCUMULATED STOCKHOLDERS'
DEFICIT  DEFICIT

$(11,440) $ (8,044)
- 357

- (31)
- 31

- 762
—- 4742
(29,845) (29,845)

(41,285) (32,028)

- a2
- (141)

- 306
- 216
- 285
- 105
- 6,128
- 8,;3-03

(57,363) (57,363)

(98,648) (73,267)
- 125
- (12)
- 10
~ 10,884
- 172
- 18
~ 4281
- 217
- 5686
(38,618) (38,618)
(137,266)  (90,504)
- 87
- 7179

-~ 1,937
(3,605)  (3,605)

$(140,871) $(91,306)




CASH FLOWS FROM OPERATING ACTIVITIES:

Adjustments to reconcile net loss to net cash (us
by operating activities:
Depreciation of property and equipment........
Amortization of DVD library...................
Amortization of intangible assets.............
Noncash charges for equity instruments granted
EMPIOYEES. .....vveeiviiieeiiie e
Stock-based compensation expense..............
Loss on disposal of property and equipment....
Gain on disposal of DVDs
Noncash interest expense...
Changes in operating assets and liabilities:
Prepaid expenses and other current assets...
Accounts payable.........c.cccoevvrennenn.
Accrued expenses...
Deferred revenue.
Deferred rent........cccoccevveeveinenne

Net cash (used in) provided by operating ac

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of short-term investments..............
Proceeds from sale of short-term investments.....
Purchases of property and equipment..............
Acquisitions of DVD library.
Proceeds from sale of DVDS.........c.cccccueen.
Deposits and other assets.............ccccee...

Net cash used in investing activities......

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of redeemable convertible
Proceeds from issuance of common stock...........
Net proceeds from issuance of subordinated notes
detachable warrants............ccccceeeivneenne
Repurchases of common stock......................
Proceeds from issuance of notes payable..........
Principal payments on notes payable and capital |

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents, beginning of period.....
Cash and cash equivalents, end of period...........

SUPPLEMENTAL DISCLOSURE:
Cash paid for interest..........c..ccceevvnnenne

Noncash investing and financing activities:
Purchase of assets under capital lease obligati

Discount on capital lease obligation...........
Warrants issued as a deposit on an operating le

Exchange of Series F non-voting convertible pre
for intangible asset...........cccoccuveennne

NETFLIX, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

TH
YEAR ENDED DECEMBER 31,

1999 2000 2001 2

................. $(29,845) $(57,363) $(38,618) $(2
ed in) provided

................. 884 3,605 5,507
................. 3,182 15,681 22,127

................. - 546 2,163
to non-
................. - 598 28
4,742 8,803 5,686
- 145 -

398 497 1,017

(85) (2,686) (15)
2,271 2,356 6,025
1,571 2,708 (1,375)

353 2,302 2,164

~ 102 138

................. 6322) - -
................. ~- 6322 -

(3,295) (6,210) (3,233)
(9,866) (23,895) (8,851)

................. (259) (1,189) (586)

preferred stock.. 45,498 50,011 -
................. 357 422 125

—~ - 12,831
~-  (141) (@12)

case obligations. (1,447) (1,917) (3,885)

[ 13,137 697 1,236
1,061 14,198 14,895

ONS....covvvens $ 1,026 $ 3,000 $ 520 $

................. $ 762 % 105% 172 %

aSe....cccueenen. $ --% 216 % - %

ferred stock
................. $ --$6128 $ 4,498 $

See accompanying notes to financial statements
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REE MONTHS ENDED
MARCH 31,

(UNAUDITED)

0,598) $(3,605)

1,313 1457
13,095 2,917
356 706

0 -
2,043 1,937
—~  (283)
124 395
214 (773)
928 2,577
(574)  (186)
245 1,350
39 13

(&54) “(95)
(2,999) (6,161)
— 458

(4,087) (5,798)

(7,.819)  (460)
14,895 16,131



NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)
1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
DESCRIPTION OF BUSINESS

Netflix, Inc. (the "Company"), was incorporated Angust 29, 1997 (inception) and began operationapmi 14, 1998. The Compar
provides an online entertainment subscription serproviding subscribers access to a comprehelisragy of filmed entertainment titles
formatted on digital video disk ("DVD"). The stamdaubscription plan provides subscribers acceas tanlimited number of titles for $19.
per month with no due dates or late fees. The silless select titles at the Company's website atwnetflix.com.

UNAUDITED INTERIM FINANCIAL STATEMENTS

The unaudited interim financial information as oéidh 31, 2002 and for the three months ended M2it¢cR001 and 2002 has been prepared
on the same basis as the audited financial statstrierthe opinion of management, such unauditéminmation includes all adjustments
(consisting of normal recurring adjustments) neagsfor a fair presentation of this interim infortioe when read in conjunction with the
audited financial statements and notes thereto.

PROPOSED INITIAL PUBLIC OFFERING AND PRO FORMA INFO RMATION

In February 2002, the Board of Directors authoritteslifiling of a registration statement with thec&eties and Exchange Commission
("SEC") to sell shares of its common stock in catio& with a proposed initial public offering ("IPY In February 2002, the Board of
Directors and the Company's stockholders also apprcsubject to the completion of an IPO, an ameamdro the Company's certificate of
incorporation which will set the authorized numbé&shares of common stock at 150,000,000 and ttiemdamed number of shares of prefer
stock at 10,000,000.

The unaudited pro forma balance sheet as of MatcB@2 reflects the assumed automatic converditmeaedeemable convertible
preferred stock into 28,993,766 shares of commacksind the assumed automatic conversion of thesS&rand F convertible preferred
stock into 9,627,755 shares of common stock. Ghiststly attributable to the proposed initial puhdiffering of $736 are included in prepaid
expenses in the balance sheet as of March 31, 2002.

CASH AND CASH EQUIVALENTS

The Company considers highly liquid instrumentshwaitiginal maturities of three months or lesshatdate of purchase, to be cash
equivalents. The Company's cash and cash equisaeaprincipally on deposit in short-term assetag@ment accounts at three large
financial institutions.

DVD LIBRARY

Historically, the Company purchased DVDs from stgdand distributors. In 2000 and 2001, the Compmentgred into a series of revenue
sharing agreements with several studios which abditige business model for acquiring DVDs and satigfsubscriber demand. These
revenue sharing agreements enable the Companyaim &VDs at a lower up front cost than under tiadal buying arrangements. The
Company
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NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

shares a percentage of the actual net revenuesagghby the use of each particular title with shedios over a fixed period of time, which is
typically 12 months for each DVD title (hereinafteferred to as the "title term™). At the end of title term, the Company has the option of
either returning the DVD title to the studio or pliasing the title. Before the change in businesgelohe Company typically acquired fewer
copies of a particular title upfront and utilizeach copy acquired over a longer period of time. iflf@ementation of these revenue sharing
agreements improved the Company's ability to odeaier quantities of newly released titles anésgasubscriber demand for such titles
over a shorter period of time.

In connection with the change in business modellasnuary 1, 2001, the Company revised the amddizablicy for the cost of its DVD
library from an accelerated method using a thres {ife to the same accelerated method of amortizaiver one year. The change in life has
been accounted for as a change in accounting dstamna is accounted for on a prospective basis fanuary 1, 2001. Had the DVDs
acquired prior to January 1, 2001 been amortizetuke three year life, amortization expense fadPwould have been $4.7 million lower
than the amount recorded in the accompanying fiahetatements, which represents a $0.86 per stmpact on loss per share in 2001.

Under certain revenue sharing agreements the Conrparits an upfront payment to acquire titles fritra studios. This payment includes a
contractually specified initial fixed license fdwt is capitalized and amortized in accordance thghCompany's DVD library amortization
policy. Some payments also include a contractisgiBcified prepayment of future revenue sharinggatibns that is classified as prepaid
revenue sharing expense and is applied againseftevenue sharing obligations. A nominal amouaiss capitalized upon acquisition of a
particular title for the cost of the estimated nembf DVDs the Company expects to purchase atrldeoéthe title term. This cost is
amortized with the cost of the initial license faean accelerated basis over one year.

Several studios permit the Company to sell used BJpon the expiration of the title term. For th&8&Ds that the Company estimates it
sell at the end of the title term, a salvage valu®2.00 per DVD is provided. For those DVDs tha Company does not expect to sell, no
salvage value is provided. The Company currentiynages that approximately 15% of DVDs acquired b sold at the end of the title term.
As of December 31, 2001 and March 31, 2002, theagel values of $578 and $696, respectively, alaeded in DVD library in the
accompanying financial statements.

During 1999 and 2000, the Company's DVDs were areaiton an accelerated method (sum of the yeaits diggthod) over a period of three
years with no salvage valu

DVD library and accumulated amortization are akfos:

A S OF DECEMBER 31, AS OF
- e MARCH 31,
2000 2001 2002
DVD library.......ccccooeveiiiieiiieiinee $ 26,188 $35,039 $41,026
Less accumulated amortization.................... 9,279 31,406 34,324
DVD library, net........ccoceevveeeieeecnnnnns $ 16,909 $ 3,633 $6,702
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NETFLIX, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001
(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THRERONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)
(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)
INTANGIBLE ASSETS

During 2000, in connection with revenue sharingeagrents with three studios, the Company agreessteieach studio an equity interest
equal to 1.204% of its fully diluted equity seciast outstanding in the form of Series F Non-Vot@anvertible Preferred Stock ("Series F
Preferred Stock™). In 2001, in connection with newe sharing agreements with two additional studies Company agreed to issue each

studio an equity interest of 1.204% of its fullyuded equity securities outstanding in the fornSefies F Preferred Stock.

As of December 31, 2001 and March 31, 2002, theeagge equity interests of these five studios eglil02% of the outstanding fully
diluted equity interests. If, at any time priorthe effective date of an initial public offerindpese interests represent less than 6.02% of the
Company's outstanding fully diluted equity secastithen the Company is obligated to issue additisimares of Series F Preferred Stock for
no additional consideration to maintain those sisidiggregate fully diluted equity interest at 602 he Series F Preferred Stock
automatically converts into common stock on a areshe basis just prior to the effective date ofratial public offering with at least $20
million in aggregate gross proceeds. Upon converdlee Company's obligation to maintain the studdgsiity interests at 6.02% expires.

The Company measures the original issuances andudrsgquent adjustments using the deemed fair véline securities at the issuance and
any subsequent adjustment dates. Each share eE$eHreferred Stock is convertible into one shd@ommon Stock upon a qualified

"IPO".

Additionally, Series F Preferred Stock preferenciquidation is the same as Common Stock. Accayigirnthe deemed fair value of the Se

F Preferred Stock is equal to the deemed fair vafube Company's common stock. The deemed valtee@ded as an intangible asset at
amortized to cost of subscription revenues ratalabr the remaining term of the agreements whicledher three or five years. Total gross
intangible assets related to these agreementssoaimber 31, 2000, December 31, 2001 and MarcR®R, was $6,128, $10,210 and
$10,989, respectively. Accumulated amortizatioomfadecember 31, 2000, December 31, 2001 and MatcB@2 was $546, $2,622 and
$3,287, respectively.

During 2001, in connection with a strategic mankgtalliance agreement, the Company issued 416 [4@s of Series F Preferred Stock.
Under the agreement, the strategic partner has @edno provide, on a best-efforts basis, a sifmd number of impressions to alm@andec
Web site and the Company's Web site over a pefi@d ononths. In addition, the Company is allowedise the partner's trademark and logo
in marketing the Company's subscription servicé® Tompany recognized the deemed fair value oktmstruments as an intangible asset
with a corresponding credit to additional paid-&pital. The intangible asset is being amortize@ siraight-line basis to marketing expense
over the two year term of the strategic marketifigrece. The gross intangible asset related toagigement as of December 31, 2001 and
March 31, 2002 was $416. Accumulated amortizatinfeDecember 31, 2001 and March 31, 2002 was 68%428, respectively.

PROPERTY AND EQUIPMENT

Property and equipment are carried at cost leagadated depreciation. Depreciation is calculatgdgithe straight-line method over the
shorter of the estimated useful lives of the reSpe@ssets, generally up to three years, or theeléerm, if applicable.
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NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

The Company evaluates long-lived assets for impaitravhenever events or changes in circumstancesabedhat the carrying amount of an
asset may not be recoverable. If such assets asideved to be impaired, the impairment to be rezegl is measured as the difference
between the carrying amount of the long-lived aasetits fair value. Fair value for impairment posps is measured based on quoted market
prices in active markets; where quoted prices fivaenarkets are not available, fair value is eated using undiscounted estimated cash
flows over the remaining life of the respectiveetss

CAPITALIZED SOFTWARE COSTS

The Company capitalizes costs related to developirabtaining internal-use software. Capitalizatidrcosts begins after the conceptual
formulation stage has been completed. Capitalinfitvare costs are included in internal-use softvilgroperty and equipment and
amortized over the estimated useful life of thevgafe, which ranges from one to two years.

REVENUE SHARING
Revenue sharing expense is recorded as DVD's $ubjeevenue sharing agreements are shipped tei$iobis.
REVENUE RECOGNITION

Subscription revenues are recognized ratably dwéady subscriber's monthly subscription perioduRe$ to customers are recorded as a
reduction of revenues or deferred revenue, as appte. Revenues from sales of DVDs are recorde shipment. Prior to adopting a
subscription model, revenues from individual DVtads were recorded upon shipment.

COST OF REVENUES

Cost of subscription revenues consists of revehaérgy costs, amortization of the DVD library, atmation of intangible assets related to
equity instruments issued to studios and postaggaokaging costs related to DVDs provided to pgugimbscribers. Cost of revenues for
DVD sales includes the salvage value of used D\Hashave been sold.

FULFILLMENT

Fulfillment costs represent those costs incurregpi@rating and staffing the Company's fulfilmendaustomer service centers, including
costs attributable to receiving, inspecting andelausing the Company's DVD library. Fulfillment toalso include credit card fees.

TECHNOLOGY AND DEVELOPMENT

Technology and development costs consist of pagrallrelated costs incurred related to testingntamiing and modifying the Company's
Web Site, Cinematch software and other internalsa$svare systems. Technology and development etstsinclude depreciation on the
computer hardware the Company uses to run its Welasd store data.
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NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)
MARKETING

Marketing consists of advertising, public relatipsgbscriber acquisition costs and other costsalim promotional activities including
revenue-sharing payments, postage, packaging arl IDxary amortization related to free trial persod

SUBSCRIBER ACQUISITION AND ADVERTISING EXPENSES

The Company expenses subscriber acquisition aneriéglag costs as incurred. These amounts aredadlin marketing expenses in the
accompanying financial statements. Subscriber a@gqn and advertising expenses were $3,913, $2048 $12,041 for the years ended
December 31, 1999, 2000 and 2001, respectivelys@ilier acquisition and advertising expenses wgre2¥ and $4,922 for the three month
periods ended March 31, 2001 and 2002, respectively

STOCK-BASED COMPENSATION

The Company accounts for its stock-based emploge®mensation plans using the intrinsic-value metibmferred stock-based compensation
expense is recorded if, on the date of grant, tineeat market value of the underlying stock excabdsexercise price. The Company
amortizes deferred stock-based compensation usingraded vesting method which is prescribed bgrkial Accounting Standards Board
(FASB) Interpretation No. 28 (FIN 28). Deferred quensation resulting from repriced options is calted pursuant to FASB Interpretation
No. 44 and amortized using FIN 28. Options grambetonemployees are considered compensatory arateoented for at fair valt

pursuant to Statement of Financial Accounting Saatisl (SFAS) No. 123. The Company discloses thdgunoa effect of using the fair value
method of accounting for all employee stock-basmdmensation arrangements in accordance with SFAS.2&

INCOME TAXES

The Company accounts for income taxes using thet assl liability method. Deferred income taxesramgnized by applying enacted
statutory tax rates applicable to future yearsiffergnces between the financial statement carrgimgunts of existing assets and liabilities
and their respective tax bases and operating lubsax credit carryforwards. The effect on defem@edassets and liabilities of a change in tax
rates is recognized in income in the period theluides the enactment date. The measurement ofeléfiaix assets is reduced, if necessar

a valuation allowance for any tax benefits for vhiature realization is uncertain.

COMPREHENSIVE LOSS
Net loss, as reported in the statements of op&stie the Company's only component of compreheriess during all periods present
NET LOSS PER SHARE

Basic net loss per share is computed using thehtesigaverage number of outstanding shares of constoai, excluding common stock
subject to repurchase. Diluted net loss per slacemputed using the weighted-average number sfanding shares of common stock and,
when dilutive, potential common stock from
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NETFLIX, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001
(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THRERONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)
(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

outstanding options and warrants to purchase constomk, using the treasury stock method, and cdiblesecurities using the "if-
converted" method. All potential common stock isges have been excluded from the computationdutedinet loss per share for all
periods presented because the effect would beilatitid.

Diluted net loss per share does not include thecefif the following antidilutive common equivalesitares (rounded to nearest thousand):

THREE MONTHS ENDED

YE AR ENDED DECEMBER 31, MARCH 31,

199 9 2000 2001 2001 2002
Stock options........ccceeviieeiiiennnnn. 1,594 ,000 3,418,000 8,999,000 3,336,000 12,862,000
Warrants........ccceeeeeenieeiiie e 93 ,000 708,000 21,054,000 708,000 21,054,000
Common stock subject to repurchase.......... 2,776 ,000 1,526,000 419,000 1,238,000 324,000
Redeemable convertible preferred stock...... 14,984 ,000 20,317,000 28,994,000 20,317,000 28,994,000
Convertible preferred stock................. 4,445 ,000 4,445,000 6,157,000 5,305,000 6,157,000
Subscribed preferred stock.................. -- 1,321,000 3,213,000 921,000 3,471,000

TotalS....oooveiiieeieeeeceen 23,892 ,000 31,735,000 68,836,000 31,825,000 72,862,000

UNAUDITED PRO FORMA NET LOSS PER COMMON SHARE--Fiarma basic and diluted net loss per common sisaternputed by
dividing net loss by the weighted average numbeshafes of common stock outstanding for the pdgadiuding shares subject to
repurchase) plus the weighted average number oéslah common stock resulting from the assumed ex@in upon the closing of the
planned initial public offering of outstanding seaiof convertible preferred stock as if the shaegsbeen converted immediately upon their
issuance.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of the Company's cash, accountslgayand borrowings approximates their carrying galdue to their short maturity or fixed-
rate structure.

USE OF ESTIMATES

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statemestsl the reported amounts of revenues and expdunseg the reporting period. Actual results
could differ from those estimates.

SEGMENT REPORTING

The Company is organized in a single operating segifior purposes of making operating decisionsass@ssing performance. The chief
operating decision maker evaluates performanceemagerating decisions and allocates resources basinancial data consistent with the
presentation in the accompanying financial statémen

F-12



NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)
RECENTLY ISSUED ACCOUNTING STANDARDS

In July 2001, the FASB issued SFAS No. 141, BUSISESDMBINATIONS, and SFAS No. 142, GOODWILL AND OTHE
INTANGIBLE ASSETS. SFAS No. 141 addresses the acting for and reporting of business combinationd geguires that all business
combinations be accounted for using the purchagkadef accounting. SFAS No. 141 is effective fibbasiness combinations initiated al
June 30, 2001. The adoption of SFAS No. 141 dichaot any effect on the Company's financial statgse

SFAS No. 142 addresses financial accounting anottieg for acquired goodwill and other intangibksats. SFAS No. 142 changes the
accounting for goodwill from amortization methodate impairment-only method. The amortization of dwil, including goodwill recorded
in past business combinations, will cease upon tamlopf SFAS No. 142. For goodwill acquired by Jifs 2001, SFAS No. 142 is effective
for all fiscal years beginning after December 182 Goodwill and intangible assets acquired dftere 30, 2001, will be subject to
immediate adoption of SFAS No. 142. The adoptioBBAS No. 142 will not have any effect on the Compsfinancial statements.

In August 2001, the FASB issued SFAS No. 144, ACCIDUING FOR THE IMPAIRMENT OR DISPOSAL OF LONG-LIVEBSSETS
(SFAS No. 144). SFAS No. 144 addresses financ@adatting and reporting for the impairment or disgaxf long-lived assets. This
statement requires that long-lived assets be reddar impairment whenever events or changes @unistances indicate that the carrying
amount of an asset may not be recoverable. Reduligraf assets to be held and used is measurealdpmparison of the carrying amoun
an asset to future net cash flows expected to bergted by the asset. If the carrying amount aisset exceeds its estimated future cash
flows, an impairment charge is recognized by theamh by which the carrying amount of the asset edsdhe fair value of the asset. SFAS
No. 144 requires companies to separately repocbditued operations and extends that reportirgdomponent of an entity that either |
been disposed of (by sale, abandonment, or intaldison to owners) or is classified as held fales Assets to be disposed of are reported at
the lower of the carrying amount or fair value lessts to sell. The Company is required to adoptSNo. 144 on January 1, 2002. The
provisions of SFAS No. 144 for assets held for salether disposal generally are required to bdiegprospectively after the adoption date
to newly initiated disposal activities. Managemeogs not expect the adoption of SFAS No. 144 t@ lramaterial impact on the Company's
financial statements.

2. PROPERTY AND EQUIPMENT, NET

Property and equipment consisted of the following:

A S OF DECEMBER 31, AS OF
S e MARCH 31,
2000 2001 2002
Computer equipment..........cccceccveeenieeennn. $ 8,644 $9,245 $9,583
Internal-use software...........cccccccoevnenn. 3,500 5,285 5,549
Furniture and fixtures............ccccccoeueee. 1,608 2,033 2,102
Leasehold improvements..........ccccceevveinne 868 1,627 1,634
14,620 18,190 18,868
Less accumulated depreciation.................... 4,661 9,985 11,442
$ 9,959 $8,205 $7,426
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NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

Property and equipment includes approximately $64dfd $5,500 of assets under capital leases asadriber 31, 2000 and 2001,
respectively. Accumulated amortization of assetfenithese leases totaled $2,185 and $2,276 asoefiieer 31, 2000 and 2001, respectiy
Internal-use software includes approximately $1,8088 $2,795 of internally incurred capitalized w@fite development costs as of December
31, 2000 and 2001, respectively. Accumulated amatitin of capitalized software development cosiléd $1,080 and 1,835 as of
December 31, 2000 and 2001, respectively.

3. ACCRUED EXPENSES
Accrued expenses consisted of the following:

AS OF
D ECEMBER 31, AS OF
- e MARCH 31,
2000 2001 2002
Accrued state sales and use tax.................. $ 2,663 $2,379 $2,580
Employee benefits.........ccccooeiieiniinnen. 1,918 1,476 1,089
Other. v 1,338 689 689

$ 5,919 $4,544 $4,358

4. DEBT AND RELATED WARRANTS
CAPITAL LEASE OBLIGATIONS

The Company has entered into capital leases faadhaisition of equipment. The Company has outstanchpitalized lease obligations
under these arrangements of $3,306, $2,402 an8%2s8of December 31, 2000, December 31, 2001 ardHVB1, 2002, respectively. Such
amounts are payable in monthly installments ofgpial and interest with effective interest ratesgiag between 16.3% and 27.4% per
annum.

NOTES PAYABLE

The Company has a note payable with an unpaid balah$4,135, $1,667 and $1,042 as of Decembe2(81), December 31, 2001 and
March 31, 2002, respectively. The note payableésised by substantially all of the assets of they@any, accrues interest at 12% per annum
and is payable in monthly installments of principat interest through September 2002.

SUBORDINATED NOTES PAYABLE

In July 2001, the Company issued subordinated @eony notes and warrants to purchase 20,456,866ssbhits common stock at an
exercise price of $1.00 per share for net proceé842,831. The subordinated notes have an aggréaee value of $13,000 and stated
interest rate of 10%. Approximately $10,884 of plneceeds was allocated to the warrants as addifi@id-in capital and $1,947 was
allocated to the subordinated notes payable. Tédtieg discount of $11,053 is being accreted tergst expense using an effective annual
interest rate of 21%. The face value of the sulmated notes and all accrued interest are due arablgaupon the earlier of July 2011 or the
consummation of a qualified initial public offerings of December 31, 2001 and March 31, 2002, actunpaid interest of $650 and $925,
respectively, is included in
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

the carrying amount of the subordinated notes dayzdlance of $2,799 and $3,158, respectivelfhénatccompanying financial statements.
Upon a change in control, as defined, the suboteihaote holders are entitled to consideration kemuidree times the face value of the notes
plus accrued interest.

WARRANTS AND COMMON STOCK ISSUED WITH DEBT INSTRUME NTS

In February 1999, in connection with borrowings end note payable, the Company issued to the I&®led89 shares of common stock at
$0.11 per share. The Company accounted for theditile of the common stock of approximately $762am#crease to additional paid-in
capital with a corresponding provision to debt distt. The debt discount was accreted to intergstese over 24 months.

In May 2000, in connection with a capital lease, @ompany issued a warrant that provided the letideright to purchase 23,007 shares of
common stock at $6.52 per share. The Company atedbfior the fair value of the warrant of approxiglgt$105 as an increase to additional
paid-in capital with a corresponding provision &btldiscount. The debt discount is being accreiedtérest expense over the term of the
related debt, which is 36 months.

In July 2001, in connection with borrowings undebardinated promissory notes, the Company issuditetoote holders warrants to
purchase 20,456,866 shares of common stock. Thep&@wyraccounted for the fair value of the warraft$l®,884 as an increase to
additional paid-in capital with a correspondingedisnt on subordinated notes payable.

In July 2001, in connection with a capital leaseeagient, the Company granted warrants to purchHes@@0 shares of common stock at an
exercise price of $1.00 per share. The fair vafiepproximately $172 was recorded as an increaadddional paid-in capital with a
corresponding reduction to the capitalized leadigation. The debt discount is being accreted tergst expense over the term of the lease
agreement which is 45 months.

The fair values of warrants were estimated at Hie df issuance of each warrant using the Blaclo®shvaluation model with the following
assumptions: the term of the warrant; risk-freesdtetween 4.92% to 6.37%; volatility of 80% fdpadriods; and a dividend yield of 0.0%.

WARRANTS, OPTIONS AND COMMON STOCK ISSUED IN EXCHAN GE FOR CASH AND SERVICES RENDERED

In March 2000, in consideration for employee retimgiand placement services rendered, the Comaugd 21,777 shares of common st
to a consultant. The Company recorded the deeniedalae of the common stock issued of $306 as etarg expense.

Also in March 2000, in consideration for marketsegvices rendered, the Company issued an optiarctmsultant to purchase 15,000 shares
of common stock at $4.50 per share. The Comparorded the fair value of the option of approximat®h95 as marketing expense.

In April 2000, in connection with the sale of Serte preferred stock, the Company sold warrantaitolase 533,003 shares of Series E
preferred stock at a price of $0.01 per share.Wéreants have an exercise
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(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

price of $14.07 per share. The proceeds from tleecgahese warrants were recorded as part ofstheance of Series E preferred stock in the
accompanying statement of stockholders' deficifluly 2001, in connection with a modification oétterms of the Series E preferred stock,
certain Series E warrant holders agreed to theetlation of warrants to purchase 500,487 sharé&eoifs E preferred stock. The remaining
warrants to purchase 32,516 shares are exerciag$let.07 per share.

In November 2000, in connection with an operateask, the Company issued a warrant that providelb#isor the right to purchase 60,000
shares of common stock at $2.00 per share. The @uoyrgdso issued an option, in connection with &asé to a consultant to purchase 25
shares of common stock at $2.00 per share. The @uoyrgccounted for the fair value of the warrarembroximately $216 as an increase to
additional paid-in capital with a correspondingrgase to other assets. This asset is being antbdizs the term of the related operating
lease, which is five years. The Company recordedalr value of the option of approximately $90ga@meral and administrative expense.

In July 2001, the Company issued a warrant to @geti00,000 shares of Series F non-voting prefetoak at $9.38 per share to a Web
portal company in connection with an integrationd drstribution agreement. The fair market valu¢hefwarrants of approximately $18 was
recorded as sales and marketing expense and aagecto additional paid-in capital.

The Company calculated the fair value of the wasramd nonemployee stock options using the Bladiel®s valuation model with the
following assumptions: the term of the warrant ptian; risk-free rates between 5.83% to 6.37%; tdhaof 80% for all periods; and
dividend yield of 0.0%.

5. COMMITMENTS
LEASE COMMITMENTS

The Company leases its primary facilities undercamcelable-operating leases. The Company alsodpéisicleases with various expiration
dates through October 1, 2004. Future minimum Ipagenents under noncancelable capital and operkgasgs as of December 31, 2001
as follows:

CAPITAL OPERATING

YEAR ENDING DECEMBER 31, LEASES LEASES
........ $1,763 $2,473
........ 1,267 2,543
........ 176 2,484
........ - 1,466

Total minimum payments.........cccceevcvvevvceees 3,206 $ 8,966

Less interest and unamortized discount.............. ... (804)

Present value of net minimum lease payments........ ... 2,402

Less current portion of capital lease obligations.. ... (1,345)

Capital lease obligations, noncurrent............. ... $ 1,057
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MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

Rent expense for the years ended December 31, 2000,and 2001 was $783, $1,533 and $2,450, régplgctRent expense is computed
using the straight-line method and the minimum afieg lease payments required over the lease term.

OTHER COMMITMENTS

In 2001, the Company entered into two strategidwetarg alliances for the primary purpose of geriegahew subscribers. The first alliance
provides that the Company will pay a specified kgum cash for each referred subscriber as wediragngoing share of revenues for every
new subscriber referral for the two year term ef éigreement. In addition, after a minimum threslodlsubscribers has been referred, the
Company is obligated to issue additional share3enies F Preferred Stock for every subscriber medletUnder the second alliance, the
Company will pay a specified bounty for every nefierred subscriber in excess of a specified minimuaraddition, the Company will share
a portion of revenues for the term of the agreerfmmtach referred subscriber. Through Decembe2@0], the Company had paid $415
under these agreements. Also, through Decembe&0B1,, no amounts of Series F Preferred Stock had barned or issued under the first
alliance.

6. REDEEMABLE CONVERTIBLE PREFERRED STOCK

The redeemable convertible preferred stock at Dbeeerdl, 2000 consists of the following:

NUMBER O F REDEMPTION AND
NUMBER OF SHARES ISS UED LIQUIDATION  TOTAL
SHARES AND DIVIDENDS VALUE  LIQUIDATION
PAR VALUE AUTHORIZED OUTSTANDI NG PER SHARE PER SHARE VALUE
Series B........... $0.001 5,776,616 5,684,02 4 $0.0864 $1.08 $ 6,139
Series C........... 0.001 4,750,000 4,650,26 9 0.2616 3.27 15,205
Series D........... 0.001 4,650,000 4,649,92 7 0.5216 6.52 30,318
Series E........... 0.001 5,874,199 5,332,68 9 0.7500 9.38 50,021

©
@
i
o
=
o2}
©
®

21,050,815 20,316,90

The redeemable convertible preferred stock at Dbeer®1, 2001 and March 31, 2002 consists of tHeviahg:

NUMBER O F REDEMPTION AND
NUMBER OF SHARES ISS UED LIQUIDATION  TOTAL
SHARES AND DIVIDENDS VALUE  LIQUIDATION
PAR VALUE AUTHORIZED OUTSTANDI NG PER SHARE PER SHARE VALUE
Series B........... $0.001 5,776,616 5,684,02 4 $0.0864 $1.08 $ 6,139
Series C........... 0.001 4,750,000 4,650,26 9 0.2616 3.27 15,205
Series D........... 0.001 4,650,000 4,649,92 7 0.5216 6.52 30,318
Series E........... 0.001 5,874,199 5,007,53 0 0.7500 9.38 46,971
Series E-1......... 0.001 5,874,199 325,15 9 0.7500 9.38 3,050
26,925,014 20,316,90 9 $101,683
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NETFLIX, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)
The rights, preferences and privileges of the pretestockholders are as follows:
DIVIDENDS

The holders of redeemable convertible preferreckstme entitled to receive annual dividends pereshathe rates stated above. Such
dividends, which are in preference to any dividemadg€ommon stock, are payable whenever funds gedlyeavailable and when declared by
the Board of Directors. The right of the holdergha redeemable convertible preferred stock toiveadividends is not cumulative. No
dividends on redeemable convertible preferred shasle been declared from inception through Marci2802.

REDEMPTION

The holders of redeemable convertible preferrecksiave the option to redeem their shares for dasing a 60day period commencing Ju
12, 2004.

LIQUIDATION

After payment to holders of Series A, B, C, D, E &1 convertible preferred stock, each share ofroon stock and preferred stock is

entitled to receive pro rata any remaining assetiseoCompany until such time as the holders ofeSek, B, C, D, E and E-1 convertible
preferred stock receive aggregate amounts tot&lng0, $3.24, $9.81, $19.56, $28.14 and $28.14mee, respectively. Thereafter, all
remaining proceeds are to be allocated to the molofecommon stock and Series F Preferred Stock o rata basis.

CONVERSION

At December 31, 2000, each share of Series C, DEaedleemable convertible preferred stock was atibleinto one share of common
stock.

At December 31, 2001, each share of Series B ahddeleemable convertible preferred stock was cditleinto one share of common
stock.

In July 2001, the conversion rates for the Seriem@ D preferred stock were adjusted in accordaiittethe anti-dilution provisions as set
forth in the Company's Certificate of Incorporatiurch that each share of the Series C and D peefstock converts into 1.3207 and 1.4209
shares of common stock, respectively.

The original terms of the Series E preferred stumhtained a special anti-dilution provision thaaanteed a value of $14.07 per share in the
event of an initial public offering. The unrecordeéasured value of this contingent beneficial cosiva feature was $30,120. This
conversion feature was cancelled in July 2001 hatdame time the conversion rate for Series E pegfstock was modified to 1.4387 shares
of common stock for each share of Series E prefesteck. In addition, in accordance with the ahitibin right included in the Certificate of
Incorporation, the conversion rate for Series Equred stock was further changed, resulting inraveesion rate of 2.0441 shares of common
stock for each share of Series E preferred stolek.chncellation of the beneficial conversion featamd the modification of the conversion
rate of the Series E preferred stock had no firaicounting effect because the holders of thieares received no net benefit.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

(INFORMATION AS OF MARCH 31, 2002 AND FOR THE THREEONTH PERIODS ENDED
MARCH 31, 2001 AND 2002 IS UNAUDITED)

(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

Conversion of each share of Series B, C and D peafestock is automatic upon closing of a publienfig of the Company's common stock
for aggregate gross proceeds of at least $20 mil@mnversion of each share of Series E and E-deradble convertible preferred stock is
automatic upon closing of a public offering of Bempany's common stock for aggregate proceedsleéstt $40 million and a minimum
price per share of $5.00. Series B, C and D prefiestock may be automatically converted by anrafftive vote of 75% of the then
outstanding shares of each respective series. &arh of Series E and E-1 redeemable convertibid shay be automatically converted by a
vote of 75% of the then outstanding shares of Sdétiand E-1 (voting together as a single classdfr@nverted basis).

VOTING RIGHTS

The holders of each share of redeemable convepikferred stock are entitled to the number of w¥eigual to the number of shares of
common stock on an if-converted-basis. The holdé&eries E and E-1 redeemable convertible prefesteck do not have the right to vote
with respect to such shares for the election aaars of the Company. The holders of Series BpdC2, redeemable convertible preferred
stock voting as separate classes are each enttiddct one director of the Company's Board o&Etors.

7. STOCKHOLDERS' EQUITY AND CONVERTIBLE PREFERREO6CK
DIVIDENDS

The holders of Series A convertible preferred staekentitled to receive annual dividends per sba#8.05. Such dividends, which are in
preference to any dividends on common stock aralaywhenever funds are legally available and wdestared by the Board of Directors.
The right of the holders of Series A convertiblefprred stock to receive dividends is not cumuéatNo dividends on convertible preferred
stock have been declared from inception throughcM&d, 2002. Series F Non-Voting convertible preférstock is not entitled to any
preferred dividends.

LIQUIDATION

The liquidation value of one share of Series A @stille preferred stock is $0.50, resulting in @kdiquidation value of $2,222. After
payment to holders of Series A, B, C, D, E and &ivertible preferred stock, each share of comnmeksand preferred stock is entitled to
receive pro rata any remaining assets of the Coynpatil such time as the holders of Series A cotibker preferred stock receive aggregate
amounts totaling $1.50 per share, respectivelyrddfeer, all remaining proceeds are to be alloctigtle holders of common stock and Se
F Preferred Stock on a pro rata basis.

CONVERSION

Each share of Series A convertible preferred siclonvertible, at the option of the holder, at éme, into one share of common stock.
Series F Preferred Stock may not be convertedcotomon stock until the earlier of (1) immediateljopto a change in control, or (2) such
time as such shares have been sold or transferigethird party not affiliated with the initial d#rs of Series F Preferred Stock. Conversion
of each share of Series A convertible preferredksémd Series F Preferred Stock is automatic upmsing of a public offering of the
Company's common stock for aggregate gross proadeddeast $20 million. Each share of
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(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

Series A convertible preferred stock shall be aatiically converted by a vote of a majority of then outstanding shares of Series A
preferred stock.

VOTING RIGHTS

The holders of each share of Series A convertibdéepred stock shall be entitled to the numberaiés equal to the number of shares of
common stock on an if-converted-basis. The holdé&eries F Preferred Stock have no voting rights.

EMPLOYEE STOCK PURCHASE PLAN

In February 2002, the Company adopted the 2002 &replStock Purchase Plan. The Company reserved|atd, 750,000 shares of
common stock for issuance under the 2002 Employeek3urchase Plan. In addition, the plan providesinnual increases in the number of
shares available for issuance under the 2002 Erapl&yock Purchase Plan on the first day of eachlfigar, beginning with our fiscal year
2003, equal to the lesser of:

. 2% of the outstanding shares of our common stocthe first day of the applicable fiscal year;
. 1,000,000 shares; and

. such other amount as our board may determine.

STOCK OPTION PLAN

As of December 31, 2001, the Company was authotzésbue up to 14,639,935 shares of common stockrinection with its 1997 stock
option plan for directors, employees and consudtaniie 1997 stock option plan provides for theasse of stock purchase rights, incentive
stock options or non-statutory stock options.

In February 2002, the Company adopted the 200k Rtan. The 2002 Stock Plan provides for the godimcentive stock options to
employees and for the grant of nonstatutory stqatlons and stock purchase rights to employeesctoire and consultants. The Company
reserved a total of 2,000,000 shares of commork $twdssuance under the 2002 Stock Plan. Any remagishares reserved but not yet iss
under the 1997 plan as of the effective date ahial public offering will be added to the totaserved shares under the 2002 Stock Plan. In
addition, our 2002 Stock Plan provides for annoetéases in the number of shares available foamsiunder our 2002 Stock Plan on the
first day of each fiscal year, beginning with oischl year 2003, equal to the lesser of 5% of titstanding shares of common stock on the
first day of the applicable fiscal year, 3,000,@8D@res, and another amount as our board of disegtay determine.

Stock purchase rights are subject to a restridmzk purchase agreement whereby the Company haigtiteo repurchase the stock at the
original issue price upon the voluntary or involrmyttermination of the purchaser's employment withCompany. The repurchase rights
lapse at a rate determined by the stock plan agtmémor but at a minimum rate of 25% per year.

The exercise price for incentive stock optionstieast 100% of the stock's deemed fair value erdtite of grant for employees owning less
than 10% of the voting power of all classes of kf@nd at least 110%
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(IN THOUSANDS, EXCEPT SHARE, PER SHARE AND PER D\IATA)

of the deemed fair value on the date of grant fopleyees owning more than 10% of the voting poweallaclasses of stock. For nonstatutory
stock options, the exercise price is also at #4886 of the deemed fair value on the date of g@rdervice providers owning more than 10%
of the voting power of all classes of stock ande®s than 85% of the deemed fair value on the afageant for service providers owning less
than 10% of the voting power of all classes of ktoc

Options generally expire in 10 years, however, tinay be limited to 5 years if the optionee ownglst@presenting more than 10% of the
Company. Vesting periods are determined by thekgttan administrator and generally provide for glsaio vest ratably over three or four
years.

Generally, the Company's Board of Directors graptsons at an exercise price of not less than #ed fair value of the Company's
common stock at the date of grant. In 2001, the @ offered its employees the right to exchangiiteemployee stock options. The
exchange resulted in the cancellation of employeekoptions to purchase 2.7 million shares of camstock with varying exercise prices
exchange for 2.7 million employee stock optiongweit exercise price of $1.00. The option exchaegelted in variable award accounting
treatment for all of the exchanged options. Vagablard accounting will continue until all optiosighject to variable accounting are
exercised, cancelled or expired.

SFAS No. 123 requires the disclosure of net loséthe Company had adopted the fair value metlodt$ stock-based compensation
arrangements for employees since the inceptioheoCompany. Had compensation cost been determoresiistent with SFAS No. 123, the
Company's net loss and net loss per share woulel ieen as follows:

YEAR ENDED DECEMBER 31,

Net loss:
As reported.........cccoevieeiiieiiiieenne. $ (29,845) $(57,363) $(38,618)
Pro forma.......ccccooveiiieiiiiciiccs (29,949) (58,274) (39,569)
Basic and diluted net loss per share:
As reported.........ccoeeeiiiiiieieniien. (7.13) (13.52) (7.05)
Pro forma.......ccccooviiiiiiiiiiies (7.16) (13.73) (7.22)

The fair value of each option was estimated ordtite of grant using the minimum-value method wlith following weighted-average
assumptions: no dividend yield; volatility of 0%sk-free interest rate of 5.40%, 6.24% and 4.14#4He years ended 1999, 2000 and 2001,
respectively; and expected life of 3.5 years fopatiods.
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A summary of the activities related to the Compsuagtions for the years ended December 31, 1998 a0d 2001 and for the three months
ended March 31, 2002 is as follows:

OPTIONS OUTSTANDING

WEIGHTED-
SHARES AVERAGE
AVAILABLE NUMBER EXERCISE
FOR GRANT OF SHARES PRICE

Balances as of January 1, 1999........ 883,179 4,167,971 $0.084
Authorized..........cccoceenne. 1,746,683 -
Granted.........cccoevvieiinenns (2,001,063) 2,001,063 1.213
Exercised..........cooveinnnnnns -- (3,971,361) 0.090
Canceled.........cccceeevennnnn. 603,834 (603,834) 0.450
Repurchased............cccceeene 600,450 -

Balances as of December 31, 1999...... 1,833,083 1,593,839 1.347
Authorized..........cccoceenne. 1,761,852 - -
Granted.........cccoeveiieiinenns (2,548,397) 2,548,397 3.126
Exercised..........cooveinnnnnns -- (243,009) 1.743
Canceled........cccccvvvveveennnn. 481,425 (481,425) 2.515
Repurchased............cccceeene 79,960 - 1.770

Balances as of December 31, 2000...... 1,607,923 3,417,802 2.481
Authorized..........ccccoeenne. 9,400,000 - -
Granted..........ccoeeeieninens (10,372,978) 10,372,978 1.068
Exercised..........coeveinvnnnns -- (90,137) 1.382
Canceled........c.ccceovvveninnnn. 4,701,477 (4,701,477) 2.445
Repurchased............cccceeee 16,876 -

Balances as of December 31, 2001...... 5,353,298 8,999,166 0.994
Authorized..........cccooeenne. 2,000,000 - -
Granted.........ccceveieiinens (4,262,000) 4,262,000 1.000
Exercised..........cooveinnnnnns -- (90,013) 1.000
Canceled........ccoceevveeninnn. 309,297 (309,297) 1.000

Balances as of March 31, 2002......... 3,400,595 12,861,856 $0.999

Options exercisable as of December 31:

1999, 117,746 $0.421
2000......cccmieeriieiinenns 557,053 $1.250
2001 2,754,755 $0.979

The weighted-average fair value of options grameibcal 1999, 2000, and 2001 was $4.66, $8.55%nil4, respectively.
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As of December 31, 2001, the range of exercisegramd weightedverage remaining contractual life of outstandiptioms were as follows

OPTIONS OUTSTANDING (0] PTIONS EXERCISABLE
WEIGHTED-
AVERAGE WEIGHTED- WEIGHTED-
REMAINING AVERAGE AVERAGE
NUMBER OF CONTRACTUAL EXERCISE N UMBER OF EXERCISE
EXERCISE PRICES OPTIONS LIFE (YEARS) PRICES OPTIONS PRICES

$0.055 to $0.110 167,137 6.22  $0.059 167,012 $0.059
$1.000 8,769,800 9.26 1.00 2

,525,754 1.00

$2.000 to $2.250 47,229 8.55 2.00 46,989 2.00

$4.500 15,000 8.25 4.50 15,000 4.50
8,999,166 2 754,755

8. INCOME TAXES

Income tax expense differed from the amounts coatphy applying the U.S. federal income tax rat84sfo to pretax loss as a result of the
following:

YEAR ENDED DECEMBER

31,
1999 2000 2001
Expected tax benefit at U.S. federal statutory rate of 34%......coovvennen. $(10,147) $(19,503) $( 13,130)
Current year net operating losses for which no tax benefit is recognized....... 7,800 16,574 11,330
Stock based compensation........cccccevvcceees e 1,496 2,957 1,864
OtNer i e 851 (28) (64)
Total iNCOMe tax EXPENSE....ccceevcveeecieeees e $ -3 $

The tax effects of temporary differences that gise to significant portions of the deferred tageis and liabilities as of December 31, 2000
and 2001, are presented below:

A S OF DECEMBER 31,
2000 2001
Deferred tax assets:
Net operating loss carryforward............... $ 26,824 $ 32,626
Accruals and reserves............c.cccvvens 6,993 13,885
Other. i, 1 20

Gross deferred tax assets. 33,818 46,531
Less valuation allowance (33,818) (46,531)
Net deferred tax assets $

Management has established a valuation allowandabégoortion of deferred tax assets for whichieadiion is uncertain. The total valuation
allowance for the years ended December 31, 200@@0d increased $18,219 and $12,713, respectively.
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As of December 31, 2001, the Company had net apgrbitss carry forwards for federal and Califormaome tax purposes of approximately
$83,699 and $56,260, respectively, to reduce fuhaeme subject to income tax. The federal netatpey loss carry forward will expire
beginning in 2012 to 2021 and the California negrafing loss carry forwards expire beginning in2@®2011, if not utilized.

The Tax Reform Act of 1986, imposes restrictionghanutilization of net operating loss carryforwsahd tax credit carryforwards in the
event of an "ownership change," as defined by titerhal Revenue Code. The Company's ability tézetits net operating loss carry forwa
is subject to restrictions pursuant to these prons

9. EMPLOYEE BENEFIT PLAN

The Company maintains a 401(k) savings plan cogesubstantially all of its employees. Eligible emy#es may contribute through payroll
deductions. The Company matches employee conwitmitit the discretion of the Company's Board oé®aors. During the years ended
December 31, 1999, 2000 and 2001, the Company htshed a total of $0, $0 and $304, respectively.

10. RESTRUCTURING CHARGES

During 2001, the Company recorded a restructuriragge of $671,000 relating to severance paymentenm45 employees terminated in an
effort to streamline the Company's processes atateeexpenses. Substantially all liabilities redatethis restructuring charge were paid as
of December 31, 2001.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth the costs and expsnsther than underwriting discounts and commissipayable by Netflix in connection
with the sale and distribution of common stock eiegistered. All amounts are estimates excepSHE€ registration fee, NASD filing fee
and Nasdaq National Market listing fee.

SEC registration fe€......ccccooeveevveevcveeeee. $ 0(1)
NASD filing fe€....cooooveiiiiiiiiciieee 12,000
Nasdaqg National Market listing fee........cc........ ... *
Blue Sky fees and expenses.......cccccccceveeeee. L *
Printing and engraving costs.......ccccocvveeee. L. *
Legal fees and expenses.........cccceeeevvccees . *
Accounting fees and expenses........ccocceevveeeee. *
Transfer Agent and Registrar fees.................. . .. *
Insurance premiums........cooecvvceviveenennenes *
Miscellaneous exXpenses.......cccvveevecvveeennes . *
Total oo $ *

(1)Filing fee previously paid in connection withdr&tration Statement on Form S-1 withdrawn by Netih July 21, 2000.
* To be provided by amendment.
ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 145 ("Section 145") of the General Corporataw of the State of Delaware, as the same £risinay hereafter be amended (the
"General Corporation Law") provides that a Delawasgporation may indemnify any person who was ar farty or is threatened to be made
a party to any threatened, pending or completadraciuit or proceeding, whether civil, criminadinainistrative or investigative (other than
action by or in the right of such corporation) leason of the fact that such person is or was atdireofficer, employee or agent of such
corporation, or is or was serving at the requestuch corporation as a director, officer, emplogeagent of another corporation or enterpi
The indemnity may include expenses (including attgs' fees), judgments, fines and amounts paidtttement actually and reasonably
incurred by such person in connection with sucfoacsuit or proceeding, provided such person aictggbod faith and in a manner he
reasonably believed to be in or not opposed ta@dinporation's best interests and, with respechyocsiminal action or proceeding, had no
reasonable cause to believe that his conduct Veasil

Section 145 further authorizes a corporation t@pase and maintain insurance on behalf of any pewo is or was a director, officer,
employee or agent of the corporation, or is or 8&sing at the request of the corporation as autireofficer, employee or agent of another
corporation or enterprise, against any liabilitgexsed against such person and incurred by suslopér any such capacity, arising out of
such person's status as such, whether or not theration would otherwise have the power to inddynsuich person against such liability
under Section 145.

Registrant's Amended and Restated Certificate adrporation and Bylaws provide that Registrant widlemnify to the fullest extent
permitted by law any person made or threatenee tmdxde a party to an action or proceeding, whettinal, civil, administrative or
investigative, by reason of the fact that he, é&tdtor or intestate is or was a director, offmeemployee of Registrant or any predecessor of
Registrant, or serves or served at any other catjpor, partnership, joint venture, trust or othetegprise as a director, officer, employee or
agent at the request of Registrant or any predeces&egistrant.
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Registrant's Bylaws provide for mandatory indenwaiion to the fullest extent permitted by Generatration Law against all expense,
liability and loss including attorney's fees, judgms, fines, ERISA excise taxes or penalties anouais paid in settlements, provided that
Registrant shall not be required to indemnify usidge proceeding in which indemnification is soughs authorized in advance by our board
of directors.

Registrant's directors and officers are coverethbyrance maintained by Registrant against spdditilities for actions taken in their
capacities as such, including liabilities under Seeurities Act of 1933, as amended. In additibe,Registrant has entered into contracts with
its directors and officers providing indemnificatiof such directors and officers by the Registtarihe fullest extent permitted by law,
subject to certain limited exceptions.

The Purchase Agreement (Exhibit 1.1 hereto) pra/ideindemnification by the Underwriters of Regasit and its officers and directors, and
by Registrant of the underwriters, for certain liéibs arising under the Securities Act or othessvin connection with this offering.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES

The following is a summary of Registrant's tranigend within the last three years, involving saléRegistrant's securities that were not
registered under the Securities Act:

(&) On June 22, 1999 and October 31, 1999, Registsued and sold an aggregate of 4,649,927 shafeyies D preferred stock to a tote
10 private investors for $6.52 per share, or aneggge of $30,317,524. The foregoing purchase aledvgas exempt from registration under
the Securities Act pursuant to Section 4(2) theagothe basis that the transaction did not invalyeiblic offering.

(b) On April 13 and April 17, 2000, Registrant isduand sold (i) an aggregate of 5,332,689 shar8eiiés E non-voting preferred stock at a
price per share of $9.38, and (ii) warrants to pase up to an aggregate of 533,003 shares of $eriea-voting preferred stock each with an
exercise price of $14.07 per share, at a pricevperant share of $0.01, to a total of 16 privateestors for an aggregate of $50,025,619. The
foregoing purchases and sales were exempt froratragion under the Securities Act pursuant to acti(2) thereof on the basis that the
transactions did not involve a public offering.

(c) On May 19, 2000, Registrant issued and solcduaamt to purchase 23,007 shares of common stoglptivate investor at an exercise price
of $6.52 per share, in connection with a leaseeageat. The foregoing purchase and sale was exeomptregistration under the Securities
Act pursuant to Section 4(2) thereof on the bdss the transaction did not involve a public offiexi

(d) On October 26, 2000, Registrant issued 436sB@8es of Series F non-voting preferred stockrtmweie studio in connection with a
revenue sharing agreement. The foregoing was exeomtregistration under the Securities Act purddarSection 4(2) thereof on the basis
that the transaction did not involve a public afigr

(e) On October 31, 2000, Registrant issued a watogourchase 60,000 shares of common stock tovatprinvestor at an exercise price of
$2.00 per share, in connection with a real estated. The foregoing was exempt from registratiateuthe Securities Act pursuant to Section
4(2) thereof on the basis that the transactiomdidnvolve a public offering.

(f) On February 22, 2001, Registrant issued anexgge of 860,121 shares of Series F non-votingpet stock to certain movie studios, in
connection with certain revenue share agreemehtsfdregoing was exempt from registration underSbeurities Act pursuant to Section 4
(2) thereof on the basis that the transaction didnvolve a public offering.

(9) On April 2, 2001, Registrant issued 436,393 abaf Series F non-voting preferred stock to aimetudio, in connection with a revenue
share agreement. The foregoing was exempt from
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registration under the Securities Act pursuanteoti®n 4(2) thereof on the basis that the transaatid not involve a public offering.

(h) On June 1, 2001, Registrant issued and soldreawt to purchase 255,000 shares of common stoglptivate investor at an exercise pi
of $1.00 per share, in connection with an equiprieage agreement. The foregoing purchase and salexempt from registration under the
Securities Act pursuant to Section 4(2) thereoftenbasis that the transaction did not involve lalipwffering.

() On June 5, 2001, Registrant issued and soldraant to purchase 100,000 shares of Series FrRzéf8tock to a private investor at an
exercise price of $9.38 per share, in connectidgh am integration and distribution agreement. Tdredoing purchase and sale was exempt
from registration under the Securities Act pursuarection 4(2) thereof on the basis that thestation did not involve a public offering.

() On July 10, 2001, Registrant issued and sgldr{iaggregate of $13 million of subordinated pssory notes, and (ii) warrants to purchase
an aggregate of 20,456,866 shares of common statkwith an exercise price of $1.00 per share paice per warrant share of $0.01, to a
total of 23 private investors for an aggregate 18,920,456.88. The foregoing purchases and salesexempt from registration under the
Securities Act pursuant to Section 4(2) thereoffenbasis that the transactions did not involvelaip offering.

(k) On August 21, 2001, Registrant issued 416,4%0es of Series F non-voting preferred stock toresemer electronics retailer, in
connection with a strategic marketing agreemeng. fobhegoing was exempt from registration underSheurities Act pursuant to Section 4
thereof on the basis that the transaction didmailve a public offering.

(I) On March 4, 2002, Registrant issued 423,41%eshaf Series F non-voting preferred stock to aimetudio in connection with a revenue
sharing agreement. The foregoing was exempt fr@istration under the Securities Act pursuant taiee}(2) thereof on the basis that the
transaction did not involve a public offering.

(m) On, 2002, Registrant issued an aggregateayestof Series F non-voting preferred stock taaiermovie studios holding Series F non-
voting preferred stock of Registrant pursuant tade antidilution provisions for the benefit of such studidte foregoing were exempt fr
registration under the Securities Act pursuanteoti®n 4(2) thereof on the basis that the transaatid not involve a public offering.

(n) As of , Registrant has issued and sold an gadgeeof shares of common stock upon exercise @rptssued to certain employees and
consultants under Registrant's amended and rest883Stock Plan for an aggregate consideratidh.dfhe foregoing purchases and sales
were exempt from registration under the Securhietspursuant to Rule 701 of the Securities Act.

Except as indicated above, none of the foregomgstictions involved any underwriters, underwritliifgcounts or commissions, or any public
offering, and Registrant believes that each trafmagas exempt from the registration requiremenithie Securities Act by virtue of Section
4(2) thereof, Regulation D promulgated thereunddérue 701 pursuant to compensatory benefit pladscantracts relating to compensation
as provided under such Rule 701. The recipienssiai transactions represented their intention qoiiae the securities for investment only
and not with a view to or for sale in connectiorthaany distribution thereof, and appropriate legewere affixed to the share certificates and
instruments issued in such transactions. All recits either received adequate information aboutsRagt or had access, through their
relationships with Registrant, to such information.

-3



(A) EXHIBITS

EXHIBIT
NUMBER D
1.1** Form of Purchase Agreement.
3.1 Amended and Restated Certificate of Incorp
3.2* Proposed Amended and Restated Certificate
3.3* Amended and Restated Bylaws of Registrant.
3.4 Proposed Amended and Restated Bylaws of Re
4.1 Form of Registrant's Common Stock Certific
5.1* Form of Opinion of Wilson Sonsini Goodrich
10.1* Form of Indemnification Agreement between
10.2* 2002 Employee Stock Purchase Plan.
10.3* Amended and Restated 1997 Stock Plan.
10.4* 2002 Stock Plan.
10.5* Amended and Restated Stockholders' Rights
10.6* Amended and Restated Agreement Concerning
10.7* Office Lease dated October 27, 2000 betwee
10.8* Lease Agreement dated August 11, 1999 betw
Opco, LLC; First Amendment to Lease Agre
Amendment to Lease Agreement dated Janua
dated June 12, 2001 between Registrant a

10.9* Offer letter dated April 19, 1999 with W.
Registrant.

10.10* Offer letter dated March 25, 1999 with Tom

10.11* Offer letter dated March 13, 2000 with Les
Registrant.

10.12*+ Letter Agreement dated as of May 1, 2000 b
Entertainment, Inc.

10.13*+ Revenue Sharing Output License Terms betwe
23.1 Consent of KPMG LLP.

23.2* Consent of Wilson Sonsini Goodrich & Rosat
Exhibit 5.1).

24.1* Power of Attorney.

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

ESCRIPTION

oration of Registrant, as amended.

of Incorporation of Registrant.

gistrant.
ate.
& Rosati, Professional Corporation.

Registrant and each of its directors and officers.

Agreement dated July 10, 2001.

the Right to Participate dated June 22, 1999.

n Registrant and BR3 Partners.

een Registrant and Lincoln-Recp Old Oakland
ement dated December 3, 1999; Second

ry 4, 2000; Third Amendment to Lease Agreement
nd Joseph Sully.

Barry McCarthy, Jr., Chief Financial Officer of

Dillon, Vice President of Operations of Registrant

lie J. Kilgore, Vice President of Marketing of

etween Registrant and Columbia TriStar Home

en Registrant and Warner Home Video.

i, Professional Corporation (contained in

* Previously filed.
** To be filed by amendment.

+ Confidential treatment requested on portionsi €xhibit. An unredacted version of this exhitas been filed separately with the
Securities and Exchange Commission.

(B) FINANCIAL STATEMENT SCHEDULES

Schedules have been omitted because the informatiprired to be set forth therein is not applicailés shown in the financial statements or
notes theretc
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ITEM 17. UNDERTAKINGS

The undersigned Registrant hereby undertakes tadedo the Underwriters at the closing specifiedhie Purchase Agreement certificates in
such denominations and registered in such namesjased by the Underwriters to permit prompt defivto each purchaser.

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to dine;tofficers and controlling persons of
Registrant pursuant to the provisions referencdteim 14 of this Registration Statement or otheewRegistrant has been advised that in the
opinion of the Securities and Exchange Commissimt sndemnification is against public policy as mgsed in the Securities Act and is,
therefore, unenforceable. In the event that a cfammdemnification against such liabilities (othiean the payment by Registrant of exper
incurred or paid by a director, officer, or conlirtd person of Registrant in the successful defafismy action, suit or proceeding) is asserted
by such director, officer or controlling personcionnection with the securities being registere@ieder, the Registrant will, unless in the
opinion of its counsel the matter has been seftjedontrolling precedent, submit to a court of ampiate jurisdiction the question whether
such indemnification by it is against public poliay expressed in the Securities Act and will beegued by the final adjudication of such
issue.

The undersigned Registrant hereby undertakes that:

(1) For purposes of determining any liability unties Securities Act, the information omitted frome form of prospectus filed as part of this
Registration Statement in reliance upon Rule 430& @ntained in a form of prospectus filed by Regig pursuant to Rule 424(b)(1) or (4)
or 497(h) under the Securities Act shall be deetodak part of this Registration Statement as otithe it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each post-effective amemdrtiat contains a form of prospectus
shall be deemed to be a new registration stateraiing to the securities offered therein, anddfiering of such securities at that time shall
be deemed to be the initial bona fide offering doér
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SIGNATURES

Pursuant to the requirements of the Securities Regjistrant has duly caused this Registration Btate to be signed on its behalf by the
undersigned, thereunto duly authorized, in the Gityos Gatos, State of California, on the 16th d&jpril, 2002.

NETFLIX, INC.

By: /S/ REED HASTI NGS

Reed Hasti ngs
CHI EF EXECUTI VE OFFI CER

Pursuant to the requirements of the SecuritiesoA&B33, as amended, this Registration Statemenb&an signed by the following person
the capacities and on the dates indicated below.

SIGNATURE TITLE DATE
/s/ REED HASTINGS President, Chief Ex ecutive Officer April 16, 2002
--------------------------- and Director (princ ipal executive
Reed Hastings officer)
W. BARRY MCCARTHY, JR.* Chief Financial Off icer (principal April 16, 2002
--------------------------- financial and accou nting officer)

W. Barry McCarthy, Jr.

TIMOTHY M. HALEY* Director April 16, 2002

Timothy M. Haley

JAY C. HOAG* Director April 16, 2002
Jay C. Hoag
A. ROBERT PISANO* Director April 16, 2002

A. Robert Pisano

MICHAEL N. SCHUH* Director April 16, 2002

Michael N. Schuh

*By: /S/ REED HASTINGS

Reed Hastings
ATTORNEY-IN-FACT
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EXHIBIT 3.1
CERTIFICATE OF AMENDMENT OF AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION OF
NETFLIX.COM, INC.

NetFlix.com, Inc., a corporation organized and &xgsunder the laws of the State of Delaware (tBerporation™), pursuant to the provisic
of the General Corporation Law of the state of xelee (the "GCL"), DOES HEREBY CERTIFY as follows:

FIRST: The Amended and Restated Certificate ofipa@tion of the Corporation (the "Certificate")hereby amended by deleting ARTIC
ONE of the Certificate in its present form and gitbng therefore a new ARTICLE ONE in the follawg form:

"The name of this corporation is Netflix, Inc."

SECOND: The amendment to the Certificate set fiortihis Certificate of Amendment has been duly addpn accordance with the
provisions of Sections 242 and 228 of the GCL hyt{a Board of Directors of the Corporation havihdy adopted a resolution setting forth
such amendment and declaring its advisability asmirstting it to the stockholders of the Corporatfontheir approval, and (b) the
stockholders of the Corporation having duly adopmiech amendment by an action by written consettteholders of a majority of the
outstanding stock entitled to vote thereon.

IN WITNESS WHEREOF, the Corporation has caused@rdificate to be signed and attested by its dwihorized officers this 4th day of
March, 2002.

NETFLIX.COM, INC.

By: /s/ Reed Hastings

Reed Hastings, President and
Chi ef Executive O ficer

ATTEST:
By: [/s/ Barry MCarthy

Barry McCarthy, Secretary



AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
NETFLIX.COM, INC.
a Delaware corporation

NetFlix.com, Inc., a corporation organized and &xgsunder the General Corporation Law of the StdtBelaware (the "General Corporati
Law") hereby certifies as follows:

1. That this corporation was originally incorpodaten August 29, 1997 under the name Kibble, Inarspant to the General Corporation Li

2. Pursuant to Sections 242 and 245 of the Ge@engdoration Law, this Amended and Restated Ceatifiof Incorporation (this
"Certificate") restates and integrates and furiveends the provisions of the Certificate of Incogpion of this corporation.

3. The text of the Certificate of Incorporatiorhisreby amended and restated in its entirety asvisl
ARTICLE |

The name of this corporation is NetFlix.com, Inc.
ARTICLE Il

The address of the registered office of this capon in the State of Delaware is Corporation T@shter, 1209 Orange Street, City of
Wilmington, County of New Castle, Delaware 1908heThame of its registered agent at such addrdssei€orporation Trust Company.

ARTICLE Il

The nature of the business or purposes to be cteloc promoted by this corporation is to engagany lawful act or activity for which
corporations may be organized under the GenergldZation Law of Delaware.

ARTICLE IV

This corporation is authorized to issue two clasgestock, to be designated, respectively, "Com@tatk" and "Preferred Stock." The total
number of shares that this corporation is authdriedssue is one hundred thirty-five million fdurndred twenty-five thousand fourteen
(135,425,014), each with a par value of $0.001spare. The number of shares of Preferred £



authorized to be issued is thirty-five million fouundred twenty-five thousand fourteen (35,425,p&#yvhich five million (5,000,000) are
designated "Series A Preferred Stock," five millsaven hundred and seventy six thousand six huradr@dixteen (5,776,616) are designi
"Series B Preferred Stock," four million seven hwgthand fifty thousand (4,750,000) are designaBaties C Preferred Stock," four million
six hundred and fifty thousand (4,650,000) aregtestied "Series D Preferred Stock," five milliontgigundred seventy four thousand one
hundred ninety nine (5,874,199) are designatedéSé&r Preferred Stock," five million eight hundisal/enty four thousand one hundred
ninety nine (5,874,199) are designated "SeriesFeterred Stock," and three million five hundredusand (3,500,000) are designated
"Series F Non-Voting Preferred Stock." The numifeshmres of Common Stock authorized to be issuedashundred million (100,000,000).

Upon the filing of this Certificate, each outstarmglshare of Series E Non-Voting Preferred Stocl leaautomatically converted into one
share of Series E Preferred Stock which shall biaweights and preferences described herein witapytaction on the part of the holder
thereof.

No share of Preferred Stock issued by the corpmraii reacquired by the corporation (whether byeraption, repurchase, conversior
Common Stock or other means), shall upon such tesitign resume the status of authorized and upidshares of Preferred Stock. No such
share shall again be reissued, nor shall such &ieaaepart of the authorized shares of this cotfmora

The corporation shall, from time to time, in acamde with the laws of the State of Delaware, ireeghe authorized amount of its Common
Stock, and reserve all shares needed, if at arg/ttie number of shares of Common Stock remainimgsuad and available for issuance shall
not be sufficient to permit conversion of the Predd Stock.

The relative rights, preferences, privileges arsrietions granted to or imposed upon the CommaoiSthe Series A Preferred Stock, the
Series B Preferred Stock, the Series C PreferreckSthe Series D Preferred Stock, the Series tefPeel Stock, the Series E-1 Preferred
Stock, and the Series F Non-Voting Preferred Stwekas set forth below.

A. Dividends.

1. The holders of Series A Preferred Stock, S@&iEseferred Stock, Series C Preferred Stock, Sérieseferred Stock, Series E Preferred
Stock, and Series E-1 Preferred Stock shall béleshto receive, when, as and if declared by tharBof Directors, dividends out of assets of
this corporation legally available therefor at #maual rate as follows:

(&) holders of Series A Preferred Stock shall kéled to receive dividends at an annual rate 003@er share (subject to any adjustments for
splits, dividends, combinations and the like aggilie to such shares); (b) holders of Series B ResfeStock shall be entitled to receive
dividends at an annual rate of $0.0864 per shaigest to any adjustments for splits, dividendsnbmations and the like applicable to such
shares); (c) holders of Series C Preferred Stoakt bk entitled to receive dividends at an annatd of $0.2616 per share (subject to any
adjustments for splits, dividends, combinations #nedlike applicable to such shares); (d) holdéiSavies D Preferred Stock shall be entitled
to receive dividends at an annual rate of $0.52%6pare (subject to any adjustments for
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splits, dividends, combinations and the like aggiie to such shares);

(e) holders of Series E Preferred Stock shall tigdlexhto receive dividends at an annual rate o7 $@er share (subject to any adjustments for
splits, dividends, combinations and the like aggilie to such shares); and (f) holders of SeriesPeferred Stock shall be entitled to receive
dividends at an annual rate of $0.75 per shargdsuto any adjustments for splits, dividends, corations and the like applicable to such
shares). Dividends pursuant to this paragraph blegtlayable in preference and prior to any payrokahy dividend (other than a dividend

the Common Stock payable solely in the form of fiddal shares of Common Stock) on the Common Stoceries F Non-Voting Preferred
Stock. If, upon the declaration of such dividerttig, assets legally available therefor shall beffitsent to permit the payment to such hold

of the aforesaid preferential amounts, then theesassets legally available therefor shall beritisted ratably among the holders of the S¢

A Preferred Stock, Series B Preferred Stock, S&ilseferred Stock, Series D Preferred Stock, S&riBreferred Stock, and Series E-1
Preferred Stock in proportion to the preferentrabant each such holder is otherwise entitled teivec

2. Thereatfter, the holders of the Common StockthadPreferred Stock shall be entitled to receiva pno-rata basis (treating the Preferred
Stock on an as-if converted basis (subject to aljiyséments for splits, dividends, combinations #rellike applicable to such shares)), when,
as and if declared by the Board of Directors, dividis out of assets of this corporation legally latée therefor.

3. The right to dividends on shares of the Seriéx&erred Stock, Series B Preferred Stock, S€riBseferred Stock, Series D Preferred
Stock, Series E Preferred Stock, and Series E{ferffed Stock shall not be cumulative, and no rgjtdll accrue to holders of Common Stock,
Series A Preferred Stock, the Series B PreferredkSSeries C Preferred Stock, Series D PreferteckSSeries E Preferred Stock, Serie$ E-
Preferred Stock, or Series F Nvioting Preferred Stock by reason of the fact theidénds on said shares are not declared in amy period.

B. Liguidation Preference.

1. Preference. In the event of any liquidationsadlistion or winding up of this corporation, eitheduntarily or involuntarily, the holders of

the Series A Preferred Stock, Series B PreferredkSSeries C Preferred Stock, Series D PreferteckSSeries E Preferred Stock, and S¢
E-1 Preferred Stock by reason of their ownershipetbf shall be entitled to receive, prior and ieference to any distribution of any of the
assets or surplus funds of this corporation tchitiders of the Common Stock,

(a) the amount of $0.50, $1.08, $3.27, $6.52, $ar88$9.38 per share (subject to any adjustmentgpfits, dividends, combinations and the
like applicable to such shares), respectively, fitysan amount equal to any dividends declaredibptid on such shares. If upon such
liquidation, dissolution or winding up of this camation, the assets of this corporation distribl&giursuant to the preceding sentence are
insufficient to provide for the cash payment ddsedi above in full to the holders of the Series af€red Stock, Series B Preferred Stock,
Series C Preferred Stock, Series D Preferred Sfeties E Preferred Stock, and Series E-1 Pref&t@ek, such assets as are available shall
be paid to the holders of the Series A PreferrediSiSeries B Preferred Stock, Series C PreferteckSSeries D Preferred Stock, Series E
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Preferred Stock, and Series E-1 Preferred Stopkadportion to the full preferential amount eachtsholder is otherwise entitled to receive.
Holders of Series F Non-Voting Preferred Stock lshail be entitled to receive any distribution ofyaf the assets or surplus funds of this
corporation in preference to the holders of the @am Stock.

After the payment or setting apart of payment hblders of the Series A Preferred Stock, SeriBsdBerred Stock, Series C Preferred
Stock, Series D Preferred Stock, Series E Pref&teck, and Series E-1 Preferred Stock of the prafial amounts so payable to each of
them pursuant to this Article IV(B)(1), each shaf€€ommon Stock, Series A Preferred Stock, Seri€sderred Stock, Series C Preferred
Stock, Series D Preferred Stock, Series E Pref&teck, Series E-1 Preferred Stock, and Seriesr=\Nating Preferred Stock shall be
entitled to receive pro rata (treating the Pref®éock on an as-if converted basis (subject toaalystments for splits, dividends,
combinations and the like applicable to such shaees/ remaining assets of this corporation; predichowever, (i) the holders of Series A
Preferred Stock shall cease to be entitled to @styiloitions under this paragraph upon such timsuat holders have received an aggregate
amount per share of Series A Preferred Stock equil.50 (including any such amounts as are redgivesuant to the first paragraph of this
Article IV(B)(1)); (ii) the holders of Series B Hegred Stock shall cease to be entitled to anyidigions under this paragraph upon such time
as such holders have received an aggregate ameushare of Series B Preferred Stock equal to $gn2#uding any such amounts as are
received pursuant to the first paragraph of thische 1V(B)(1)); (iii) the holders of Series C Pegfed Stock shall cease to be entitled to any
distributions under this paragraph upon such timswueh holders have received an aggregate amousihae of Series C Preferred Stock
equal to $9.81 (including any such amounts asereived pursuant to the first paragraph of thischertV(B)(1)); (iv) the holders of Series D
Preferred Stock shall cease to be entitled to @styiloitions under this paragraph upon such timsuat holders have received an aggregate
amount per share of Series D Preferred Stock equil9.56 (including any such amounts as are redgiursuant to the first paragraph of
this Article IV(B)(1); (v) the holders of SeriesfEeferred Stock shall cease to be entitled to @styilaltions under this paragraph upon such
time as such holders have received an aggregaterdamper share of Series E Preferred Stock equi28l14 (including any such amounts as
are received pursuant to the first paragraph afAiicle 1vV(B)(1)); and

(vi) the holders of Series E-1 Preferred Stocklstedse to be entitled to any distributions unter paragraph upon such time as such holders
have received an aggregate amount per share @s3erl Preferred Stock equal to $28.14 (includmgsaich amounts as are received
pursuant to the first paragraph of this Article BY(1)). Thereafter, all remaining proceeds shalabbecated to the holders of Common Stock
and Series F Non-Voting Preferred Stock pro-rata.

2. Consolidation or Merger. When the corporatioallstell, convey, or otherwise dispose of or encendll or substantially all of its property
or business or merge into or consolidate with ahgiocorporation (other than a wholly-owned sulasigicorporation) or effect any other
transaction or series of related transactions iithvmore than fifty percent (50%) of the voting pavef the corporation is disposed of (a
"Change in Control"), such transaction or seriegarisactions shall be deemed to be a liquidatimsolution or winding up within the
meaning of this Article IV(B).
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3. Noncash Distributions. If any of the assetshef torporation are to be distributed under thische IV(B), or for any purpose, in a form
other than cash, then the Board of Directors girainptly determine in good faith the value of tilsseis to be distributed to the holders of
Series A Preferred Stock, Series B Preferred St®ekies C Preferred Stock, Series D Preferred S&eties E Preferred Stock, Series E-1
Preferred Stock, Series F Non-Voting Preferred Istand Common Stock. This corporation shall, upseipt of such determination, give
prompt written notice of the determination to ehokder of shares of Series A Preferred Stock, Sd&i€referred Stock, Series C Preferred
Stock, Series D Preferred Stock, Series E Prefé&teck, Series E-1 Preferred Stock, Series F Notirgd°referred Stock, and Common
Stock.

C. Conversion. The holders of the Series A Prefe8tck, Series B Preferred Stock, Series C Pexfe8tock, Series D Preferred Stock,
Series E Preferred Stock, Series E-1 Preferrecksamel Series F Non-Voting Preferred Stock shaleh@onversion rights as follows (the
"Conversion Rights"):

1. Right to Convert. Shares of Preferred Stockl gfeatonvertible, without the payment of any adufitil consideration by the holder thereof,
at the option of the holder thereof, at any tinterathe date of issuance of such shares at theeaffithis corporation or any transfer agent for
the Preferred Stock into a certain number of fpiyd and nonassessable shares of Common Stockawesfq(i) each share of Series A
Preferred Stock shall be convertible into the nundbéully paid and nonassessable shares of ComBtock which results from dividing the
Series A Conversion Price (as hereinafter defiimedffect at the time of conversion into the SeAeSonversion Value (as hereinafter
defined); (ii) each share of Series B PreferreaiSshall be converted into the number of fully pamtl nonassessable shares of Common
Stock which results from dividing the Series B Cersion Price (as hereinafter defined) in effe¢hattime of conversion into the Series B
Conversion Value (as hereinafter defined);

(iii) each share of Series C Preferred Stock dfmltonvertible into the number of fully paid anchassessable shares of Common Stock v
results from dividing the Series C Conversion P(a@ehereinafter defined) in effect at the timeafversion into the Series C Conversion
Value (as hereinafter defined); (iv) each shar8earies D Preferred Stock shall be convertible ihtonumber of fully paid and nonassessable
shares of Common Stock which results from dividimg Series D Conversion Price (as hereinafter ddjim effect at the time of conversion
into the Series D Conversion Value (as hereinafédined); (v) each share of Series E Preferredk3tball be convertible into the number of
fully paid and nonassessable shares of Common Stbuh results from dividing the Series E ConvendRyice (as hereinafter defined) in
effect at the time of conversion into the SerigSdaiversion Value (as hereinafter defined);

(vi) each share of Series E-1 Preferred Stock $teatlonvertible into the number of fully paid arahassessable shares of Common Stock
which results from dividing the Series E-1 ConvensiPrice (as hereinafter defined) in effect attitime of conversion into the Series E-1
Conversion Value (as hereinafter defined); ang @aich share of Series F Non-Voting Preferred Ssbelll be convertible into the number of
fully paid and nonassessable shares of Common 3Stbidh results from dividing the Series F Convendirice (as hereinafter defined) in
effect at the time of conversion into the Serigddaversion Value (as hereinafter defined); provjdenvever, that the shares of Series F Non-
Voting Preferred Stock may not be converted toeshaf Common Stock pursuant to this Article 1V(Q)hbtil the earlier of: (A) immediatel
prior to a Change in Control of the corporation(BYy such time as such shares of
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Series F Non-Voting Preferred Stock shall have Isedah or transferred to a third party not affilidtsith the initial holder(s) of such shares of
Series F Non-Voting Preferred Stock. Upon the dilof this Certificate with the Delaware Secretafptate (i) the Series A Conversion Price
shall be $0.50, and the Series A Conversion Véahadl e $0.50; (ii) the Series B Conversion Pricalisbe $1.08 and the Series B Conver:
Value shall be $1.08; (iii) the Series C Converdiuite shall be $3.27 and the Series C Conversané/shall be $3.27; (iv) the Series D
Conversion Price shall be $6.52 and the Series v€rsion Value shall be $6.52; (v) the Series Ev@asion Price shall be $6.52 and the
Series E Conversion Value shall be $9.38; (vi)3keies E-1 Conversion Price shall be $9.38 an&éhies E-1 Conversion Value shall be
$9.38; and (vii) the Series F Conversion Priceldi®0.01 and the Series F Conversion Value §leafi0.01. The Series A Conversion Price,
the Series B Conversion Price, the Series C CoioreRrice, the Series D Conversion Price, the S&i€onversion Price, the Series E-1
Conversion Price, and the Series F Conversion Bha# be subject to adjustment from time to timeeovided below. The number of shares
of Common Stock into which each share of the S&iBseferred Stock is convertible is hereinaftéemed to as the "Series A Conversion
Rate." The number of shares of Common Stock intizhveach share of Series B Preferred Stock is atibleeis hereinafter referred to as the
"Series B Conversion Rate." The number of sharé&ooimon Stock into which each share of Series @&Resl Stock is convertible is
hereinafter referred to as the "Series C ConveRiae." The number of shares of Common Stock irtizkveach share of Series D Preferred
Stock is convertible is hereinafter referred tdhes"Series D Conversion Rate." The number of shaf€ommon Stock into which each st

of Series E Preferred Stock is convertible is mefeer referred to as the "Series E Conversion.Rate number of shares of Common Stock
into which each share of Series E-1 Preferred S®cknvertible is hereinafter referred to as tBerfes E1 Conversion Rate." The number
shares of Common Stock into which each share aéS€rNon-Voting Preferred Stock is convertiblaéseinafter referred to as the "Series F
Conversion Rate."

2. Automatic Conversion.

(&) Any and all outstanding shares of the Seri&r&erred Stock, Series B Preferred Stock, Seriesefrred Stock, Series D Preferred
Stock, and, notwithstanding the provisions of Aeti/(C)(1) above, the Series F Non-Voting PrefdrBtock shall automatically be
converted into shares of Common Stock at the tffecteve Series A Conversion Rate, Series B ConwarRate, Series C Conversion Rate
and Series D Conversion Rate, and Series F CooveRste, respectively, immediately upon the closihg firm commitment underwritten
public offering which is pursuant to an effectiegistration statement under the Securities Act93f31 as amended, covering the offer and
sale of Common Stock and which results in aggreg@iss proceeds to this corporation equal to exioess of $20,000,000, prior to
deduction of underwriting commissions and offerixgenses (such offering, a "Qualified Initial Paliiffering™). In addition, any and all
outstanding shares of the Series E Preferred StodiSeries E-1 Preferred Stock shall automatitedlgonverted into shares of Common
Stock at the then effective Series E Conversior Rat Series E-1 Conversion Rate, respectively gidiaely upon the closing of a firm
commitment underwritten public offering which isrpuant to an effective registration statement utigeiSecurities Act of 1933, as amen
covering the offer and sale of Common Stock andttviesults in aggregate gross proceeds to thiocatipn equal to or in excess of
$40,000,000,
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prior to deduction of underwriting commissions afféring expenses, at a per share offering pricat ¢éast $5.00 (as adjusted for
recapitalizations, stock combinations, stock dinidig stock splits and the like) (such offeringSaries E Qualified Initial Public Offering").
In addition, all outstanding shares of Series Aldtred Stock shall be converted into shares of ComBtock at the then effective Series A
Conversion Rate immediately upon the affirmativasant of the holders of greater than fifty perd&086) of the then outstanding shares of
Series A Preferred Stock to such conversion. Furtbee, all outstanding shares of Series B PrefeBtedk shall be converted into shares of
Common Stock at the then effective Series B CommerRate immediately upon the affirmative conserthe holders of seventy-five percent
(75%) of the then outstanding shares of SeriesdieRed Stock to such conversion. Furthermorepgtanding shares of Series C Preferred
Stock shall be converted into shares of CommonkSibthe then effective Series C Conversion Rateédiately upon the affirmative
consent of the holders of seventy-five percent (¥6f4he then outstanding shares of Series C Regfé3tock to such conversion.
Furthermore, all outstanding shares of Series BeRexl Stock shall be converted into shares of ComBtock at the then effective Series D
Conversion Rate immediately upon the affirmativasant of the holders of seventy-five percent (76%ihe then outstanding shares of
Series D Preferred Stock to such conversion. Furtbee, all outstanding shares of Series E PrefeStedk and Series E-1 Preferred Stock
shall be converted into shares of Common Stockeathten effective Series E Conversion Rate aneéS§E&r1l Conversion Rate, respectively,
immediately upon the affirmative consent of thedeo$ of seventy-five percent (75%) of the thentaniding shares of Series E Preferred
Stock and Series E-1 Preferred Stock (voting tagedl a single class on an as-converted basisgtocenversion.

(b) If the corporation proposes to consummate aft dr equity financing closing after the datetd filing of this Certificate (a "Financing")
and, in connection with such Financing, the corfionarequests that the holders of Series E Prafe3teck purchase shares of such securities
to be issued in the Financing (the "Financing Séesl), the corporation shall deliver a writtentice (the "Financing Notice") to each holder
of Series E Preferred Stock specifying (i) suchdbos Pro Rata Amount (as defined below) of the@ng Securities to be issued and (ii)
amount of such Financing Securities the corporatouests the holder of Series E Preferred Stopkitchase in such Financing (such
amount the "Series E Participation Amount"), whdries E Participation Amount shall not be gretiten such holder's Pro Rata Amount. In
the event, within 10 calendar days (or earliesui¢h period is waived by such holder) after thévede} of the Financing Notice, any holder of
shares of Series E Preferred Stock does not purdtsaiill Series E Participation Amount, then Alei IV(C)(6)(a) below shall not apply to
any shares of Series E Preferred Stock held by Isolcker with respect to such Financing and eachestfaSeries E Preferred Stock held by
such holder shall, upon the later of the expiratibsuch 10-day period or the date this corporati@meafter proceeds to consummate the
Financing, automatically be converted into one sludirSeries E-1 Preferred Stock.

Each holder of shares of Series E Preferred Statkiave been converted into shares of Series ieférRed Stock pursuant to this Article IV
(C)(2)(b) shall, immediately upon written noticerin the corporation, surrender to the corporatidtsgirincipal office all certificates for su
Series E Preferred Stock, and the corporation dialeupon deliver to such holder a new Series E-1
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Preferred Stock certificate. For the purposes isfAlnticle 1V(C)(2)(b), a holder's "Pro Rata Amouinf a Financing shall be equal to (X) a
fraction, the numerator of which shall be the nurmdfeshares of Preferred Stock of the corporata@aiculated on an as-converted to Common
Stock basis) held by such holder, and the denomimditwhich shall be the number of shares CommakSof the corporation (calculated on
an as-converted basis) then outstanding and heddl kyockholders of the corporation multiplied @) the total number of Financing
Securities.

3. Mechanics of Conversion.

(a) Before any holder of Series A Preferred St&kjes B Preferred Stock, Series C Preferred Stetkes D Preferred Stock, Series E
Preferred Stock, Series E-1 Preferred Stock, deS&rNon-Voting Preferred Stock shall be entitiedonvert the same into shares of
Common Stock, such holder shall surrender thefioattié or certificates therefor, duly endorsedhatoffice of this corporation or of any
transfer agent for the Series A Preferred StockeS® Preferred Stock, Series C Preferred StoekeS D Preferred Stock, Series E Prefe
Stock, Series E-1 Preferred Stock, or Series F Watmg Preferred Stock, as the case may be, artiggsta written notice to this corporation
at such office that such holder elects to convertsame (except that no such written notice otiele¢o convert shall be necessary in the
event of an automatic conversion pursuant to Azti?l(C)(2) hereof). This corporation shall, as sasrpracticable, after a conversion of any
Series A Preferred Stock, Series B Preferred Steekies C Preferred Stock, Series D Preferred S&ettes E Preferred Stock, Series E-1
Preferred Stock, or Series F Non-Voting Preferrextl§ as the case may be, issue and deliver thdliker of such Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred S&ees D Preferred Stock, Series E Preferred S8eilies E-1 Preferred Stock or Series F
Non-Voting Preferred Stock, as the case may be, #icaté or certificates for the number of share€ommon Stock to which such holder
shall be entitled as aforesaid.

(b) In the case of a conversion of Preferred Smekuant to Article IV(C)(1), such conversion shmldeemed to have occurred immediately
prior to the close of business on the date of defiwf the notice pursuant to Article IV(C)(3)(&).the case of an automatic conversion of
Preferred Stock pursuant to Article IV(C)(2), swamversion shall be deemed to have occurred imrtedgliprior to the closing of the

Qualified Initial Public Offering or Series E Qu#d Initial Public Offering, as the case may beas set forth in the consent, as the case may
be, and the person or persons entitled to rechivshares of Common Stock issuable upon such csiomeshall be treated for all purposes as
the record holder or holders of such shares of Com8tock on such date.

4. Fractional Shares. In lieu of any fractionalrsisao which the holder of the Series A Preferrextl§ Series B Preferred Stock, Series C
Preferred Stock, Series D Preferred Stock, Seriesekerred Stock, Series E-1 Preferred Stock, de$€& Non-Voting Preferred Stock, as the
case may be, would otherwise be entitled, thisamafpon shall pay cash equal to such fraction rplitil by the fair market value of one share
of Series A Preferred Stock, Series B PreferrediSt8eries C Preferred Stock, Series D PreferredkSBeries E Preferred Stock, Series E-1
Preferred Stock, or Series F Nvioting Preferred Stock, as the case may be, asnligied in good faith by the Board of Directors. \Whez ol
not fractional shares are issuable upon such csiorer
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shall be determined on the basis of the total nurabshares of Series A Preferred Stock, SeriesdieRed Stock, Series C Preferred Stock,
Series D Preferred Stock, Series E Preferred S&ees E-1 Preferred Stock, or Series F Non-Vd#referred Stock, as the case may be, of
each holder at the time converting into Common IStow the number of shares of Common Stock issugdie such aggregate conversion.

5. Adjustment of Series A, Series B, Series C,65d0D, Series E,

Series E-1, and Series F Conversion Price. TheSAriConversion Price, Series B Conversion PriegeS C Conversion Price, Series D
Conversion Price, Series E Conversion Price, S&rig#<onversion Price, and Series F ConversioreRtiall be subject to adjustment from
time to time as follows:

(a) If the number of shares of Common Stock outitanat any time after the date hereof is incredmsed stock dividend payable in shares of
Common Stock or by a subdivision or split-up ofrelseof Common Stock, then, on the date such payimemade or such change is effective,
the Series A Conversion Price, Series B ConverBiite, Series C Conversion Price, Series D Cormerice, Series E Conversion Price,
Series E-1 Conversion Price, and Series F ConveRie shall each be appropriately decreasedasdhte number of shares of Common
Stock issuable on conversion of any shares of gneSA Preferred Stock, Series B Preferred St8ekies C Preferred Stock, Series D
Preferred Stock, Series E Preferred Stock, Serie$Eeferred Stock, or Series F Non-Voting PrefieBeock, respectively, shall be increased
in proportion to such increase of outstanding share

(b) If the number of shares of Common Stock outiitemat any time after the date hereof is decrebgealcombination of the outstanding
shares of Common Stock, then, on the effective dias@ch combination, the Series A Conversion P&egies B Conversion Price, Series C
Conversion Price, Series D Conversion Price, S&i€snversion Price, Series E-1 Conversion Pricd,Zeries F Conversion Price shall
each be appropriately increased so that the nuoftsdrares of Common Stock issuable on conversi@ngfshares of the Series A Preferred
Stock, Series B Preferred Stock, Series C Pref&teck, Series D Preferred Stock, Series E Preféteck, Series E-1 Preferred Stock, or
Series F Non-Voting Preferred Stock, respectivetll be decreased in proportion to such decreasetstanding shares.

(c) In case this corporation shall declare a cagldehd upon its Common Stock payable otherwise that of retained earnings or shall
distribute to holders of its Common Stock shareissofapital stock (other than Common Stock), ausidies of other persons, evidences of
indebtedness issued by this corporation or othesops, assets (excluding cash dividends) or optiomigihts (excluding options to purchase
and rights to subscribe for Common Stock or otkeusties of this corporation convertible into ackangeable for Common Stock), then, in
each such case, the holders of the shares of ties@ePreferred Stock, Series B Preferred StoekieS C Preferred Stock, Series D Prefe
Stock, Series E Preferred Stock, Series E-1 PesfeStock, and Series F Non-Voting Preferred Stbald,sconcurrent with the distribution to
holders of Common Stock, receive a like distribotimsed upon the number of shares of Common Stéekuvhich the Series A Preferred
Stock, Series B Preferred Stock, Series C Pref&teck, Series D Preferred Stock, Series E Prefé&teck, Series E-1 Preferred Stock, or
Series F Non-Voting Preferred Stock, respectivislgonvertible.



(d) Subject to the provisions of Article IV(B), the case, at any time after the date hereof, ocapital reorganization, or any reclassification
of the stock of this corporation (other than assult of a stock dividend or subdivision, spii-or combination of shares), or the consolide

or merger of this corporation with or into anotlketity or entities (other than a consolidation @rger in which this corporation is the
continuing entity and which does not result in ahgnge in the Common Stock), or of the sale orradteposition of all or substantially all t
properties and assets of this corporation, theeshafrthe Series A Preferred Stock, Series B Refe®tock, Series C Preferred Stock, Series
D Preferred Stock, Series E Preferred Stock, Serigreferred Stock, and Series F Non-Voting PrefeStock shall, after such
reorganization, reclassification, consolidationygeg, sale or other disposition, each be converiifto the (x) kind and (y) number, of shares
of stock or other securities or property of thispmyation to which such holder would have beentledtif immediately prior to such
reorganization, reclassification, consolidationygee, sale or other disposition it had converteditares of the Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred S&mites D Preferred Stock, Series E Preferred Steles E-1 Preferred Stock, or Series F
Non-Voting Preferred Stock, as the case may be, imtmi@on Stock. The provisions of this paragraph salllarly apply to successive
reorganizations, reclassifications, consolidationsrgers, sales or other dispositions.

(e) All calculations under this Article IV(C) shdde made to the nearest cent or to the nearesirebundredth (1/100) of a share, as the cas¢
may be.

(f) For the purpose of any computation pursuarthi® Article 1V(C)(5) or pursuant to Article IV(C§ below, the "Current Market Price" at
any date of one share of Common Stock, shall bendddo be the average of the highest reportedrudtze lowest reported offer prices on
the preceding business day as furnished by thenhagtQuotation Bureau, Incorporated (or equivatenbgnized source of quotations);
provided, however, that if the Common Stock istnatled in such manner that the quotations refaaréa this paragraph (f) are available for
the period required hereunder, Current Market Psfl be determined in good faith by the Boar®wéctors.

6. Special Adjustment of Series C, Series D anteS& Conversion
Price. In addition to those adjustments set fartAiticle IV(C)(5) above, the Conversion Price loétSeries C Preferred Stock, Series D
Preferred Stock and Series E Preferred Stock bhallibject to adjustment from time to time as fefio

(a) If this corporation shall issue any Common &tother than "Excluded Stock" (as defined below)d@onsideration per share less than the
Series C Conversion Price, Series D ConversioreRricSeries E Conversion Price in effect immedyapeior to the issuance of such

Common Stock (excluding stock dividends, subdivisicsplit-ups, combinations, dividends or recajaigdiions which are addressed in

Articles IV(C)(5)(a), (b), (c) and (d)), then amdsuch event (except as otherwise provided inAhisle IV(C)(6)), such Series C Conversion
Price, Series D Conversion Price or Series E CainePrice, as the case may be, shall be reduoadumently with such issue, to a price
determined by multiplying such Series C Conver$toiae, Series D Conversion Price or Series E CaiwelPrice, as the case may be, by a
fraction, (x) the numerator of which shall be thenber of shares of Common Stock outstanding (irnctudny
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shares of Common Stock issuable upon conversianpPreferred Stock or other security or upon égerof rights, options or warrants to
acquire Common Stock (including shares deemedwe haen issued pursuant to subdivision (C) ofdlaisse (a))) immediately prior to such
issue plus the number of shares of Common Stockhwthie aggregate consideration received by theocatipn for the total number of shares
of Common Stock so issued would purchase at sudbsSe Conversion Price, Series D Conversion Ryicgeries E Conversion Price, as the
case may be, and (y) the denominator of which $feathe number of shares of Common Stock outstgr(iicluding any shares of Common
Stock issuable upon conversion of any PreferredkSto other security or upon exercise of rightgjays or warrants to acquire Common
Stock (including shares deemed to have been igaursdiant to subdivision (C) of this clause (a))pipto such issue plus the number of such
shares of Common Stock so issued (or deemed issued)

For purposes of any adjustment of the Series C €usion Price, Series D Conversion Price or Seri€ofiversion Price pursuant to this
clause (a), the following provisions shall be aggile:

(A) In the case of the issuance of Common Stoclcésh, the consideration shall be deemed to barttweint of cash paid therefor before
deducting any discounts or commissions paid orriecliby this corporation in connection with theuessce and sale thereof.

(B) In the case of the issuance of Common Stoclafoonsideration in whole or in part other tharh¢#éise consideration other than cash shall
be deemed to be the fair market value thereof tesrdened by the Board of Directors, in accordandé generally accepted accounting
principles; provided, however, that if, at the tiofesuch determination, this corporation's CommtwtiSis traded in the over-the-counter
market or on a national or regional securities arge, such fair market value as determined by tadBof Directors shall not exceed the
aggregate Current Market Price of the shares ofrf@omStock being issued.

(C) In the case of the issuance of (1) optionsuiipase or rights to subscribe for Common Stodhkefothan Excluded Stock), (2) securities
by their terms convertible into or exchangeableGommon Stock (other than Excluded Stock), or (8)ams to purchase or rights to
subscribe for such convertible or exchangeablergas

(1) the aggregate maximum number of shares of CamfBtock deliverable upon exercise of such optionsurchase or rights to subscribe
Common Stock shall be deemed to have been issubd @ine such options or rights were issued and fwonsideration equal to the
consideration (determined in the manner providesuiodivisions (A) and (B) above), if any, receilmdthis corporation upon the issuance of
such options or rights plus the minimum purchaseegrovided in such options or rights for the Commn$tock covered thereby;

(2) the aggregate maximum number of shares of Camfdtack deliverable upon conversion of or in exgjeafor any such convertible or
exchangeable securities or upon the exercise afragpto purchase or rights to subscribe for such
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convertible or exchangeable securities and subsgégoaversion or exchange thereof, shall be dedmbdve been issued at the time such
securities were issued or such options or rightewssued and for a consideration equal to theideration received by this corporation for
any such securities and related options or rigg#sl(ding any cash received on account of accmiedast or accrued dividends), plus the
minimum additional consideration, if any, to beawed by this corporation upon the conversion ahaxge of such securities or the exercise
of any related options or rights (the consideratioaach case to be determined in the manner pedvidsubdivisions (A) and (B) above);

(3) on any change in the number of shares of Com&tock deliverable upon exercise of any such optanrights or conversion of or
exchange for such convertible or exchangeable gieg or on any change in the minimum purchaseepof such options, rights or securiti
other than a change resulting from the antidilupoovisions of such options, rights or securitteg, Series C Conversion Price, Series D
Conversion Price and Series E Conversion Price frgiwith be readjusted to such Series C Conwersirice, Series D Conversion Price
and Series E Conversion Price, respectively, addMmave been obtained had the adjustment made (pdime issuance of such options,
rights or securities not exercised, converted eharged prior to such change, as the case maybe,rhade upon the basis of such chan
(y) the options or rights related to such secugitiet converted or exchanged prior to such chaagthe case may be, been made upon the
basis of such change; and

(4) on the expiration of any such options or rightte termination of any such rights to converéxchange or the expiration of any options or
rights related to such convertible or exchangeséteirities, the Series C Conversion Price, Seri€abversion Price and Series E
Conversion Price shall forthwith be readjusteduchsSeries C Conversion Price, Series D ConveRiae and Series E Conversion Price,
respectively, as would have been obtained haddjfustanent made upon the issuance of such optiglgsr convertible or exchangeable
securities or options or rights related to suchveatible or exchangeable securities, as the cagebmabeen made upon the basis of the
issuance of only the number of shares of CommoaokStotually issued upon the exercise of such opt@irights, upon the conversion or
exchange of such convertible or exchangeable sesudr upon the exercise of the options or righlated to such convertible or
exchangeable securities, as the case may be.

(b) "Excluded Stock" shall mean:

(i) all shares of Common Stock issued and outstandn the date this Certificate is filed with thel@ware Secretary of State and all share
Common Stock issuable upon exercise of optionstamés or other convertible securities outstandinguach date;

(i) all shares of Series A Preferred Stock, SeBidreferred Stock, Series C Preferred Stock, S&iBreferred Stock, Series E Preferred
Stock, Series E-1 Preferred Stock, Series F Norrg®referred Stock and the Common Stock into witiehshares of Series A Preferred
Stock, Series B Preferred Stock, Series C Pref@&teck, Series D Preferred Stock, Series E Prefé&teck, Series E-1 Preferred Stock and
Series F Non-Voting Preferred Stock are convertinid any shares of Common Stock issued or issaaldedividend or distribution on
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the Series A Preferred Stock, Series B PreferredkSBeries C Preferred Stock, Series D PreferteckSSeries E Preferred Stock, Serie$ E-
Preferred Stock or Series F Non-Voting Preferrexti§t

(iii) all shares of Common Stock or options to fhase Common Stock or other securities issued walids to employees, consultants or
directors of this corporation pursuant to any mather arrangement approved by the Board of Boreg

(iv) all shares of Common Stock, options or warsantpurchase Common Stock or other securitiegéssubanks, building developers,
equipment lessors or similar institutions providegdh issuances are for other than primarily eduigncing purposes and are approved by
Board of Directors; and

(v) all shares of capital stock, options or warsantpurchase capital stock or other securitiageit$o movie studios or other movie or DVD
distributors, provided such issuances are for dtiean primarily equity financing purposes and apraved by the Board of Directors.

All outstanding shares of Excluded Stock (includamy shares issuable upon conversion of the Sarigreferred Stock, Series B Preferred
Stock, Series C Preferred Stock, Series D Pref&tedk, Series E Preferred Stock, Series E-1 Regfe3tock or Series F Non-Voting
Preferred Stock) shall be deemed to be outstaridimgl purposes of the computations of Article G)(6)(a) above.

7. Minimal Adjustments. No adjustment in either 8&ries A Conversion Price, Series B ConversiocePBeries C Conversion Price, Series
D Conversion Price, Series E Conversion Price gSdti1 Conversion Price, or Series F ConversiaceRreed be made if such adjustment
would result in a change in such conversion pridess than $0.01. Any adjustment of less than@Bich is not made shall be carried
forward and shall be made at the time of and tagatlith any subsequent adjustment which, on a cativel basis, amounts to an adjustment
of $0.01 or more in the Series A Conversion Pi8mrjes B Conversion Price, Series C ConversioreP8eries D Conversion Price, Series E
Conversion Price, Series E-1 Conversion Price goieS F Conversion Price, as the case may be.

8. No Impairment. This corporation will not, thrdugny reorganization, recapitalization, transfeasgets, consolidation, merger, dissolution,
issue or sale of securities or any other volungéatjon, avoid or seek to avoid the observance dopaance of any of the terms to be
observed or performed hereunder by this corporatiohwill at all times in good faith assist in tbarrying out of all the provisions of this
Article IV(C) and in the taking of all such actias may be necessary or appropriate in order tegrtie Conversion Rights of the holders of
the Series A Preferred Stock, Series B PreferradkSSeries C Preferred Stock, Series D PreferteckSSeries E Preferred Stock, Series E-
Preferred Stock, and Series F Ndating Preferred Stock against impairment. Thisvigion shall not restrict this corporation's rightamenc
this Certificate with the requisite stockholder sent whether such stockholder consent is requiyddv or the terms of this Certificate.
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9. Certificate as to Adjustments. Upon the occweenf each adjustment or readjustment of the Séri@snversion Rate, Series B
Conversion Rate, Series C Conversion Rate, Serigsriversion Rate, Series E Conversion Rate, SEffe€onversion Rate, or Series F
Conversion Rate pursuant to this Article IV(C)stbhbrporation at its expense shall promptly computgh adjustment or readjustment in
accordance with the terms hereof and prepare aniFfuto each holder of Series A Preferred StoekieS B Preferred Stock, Series C
Preferred Stock, Series D Preferred Stock, Serieeekerred Stock, Series E-1 Preferred Stock, de$€& Non-Voting Preferred Stock, as the
case may be, a certificate setting forth such aaljeist or readjustment and describing the facts wgtinh such adjustment or readjustment is
based. This corporation shall, upon written reqaésiny time of any holder of Series A Preferraatkt Series B Preferred Stock, Series C
Preferred Stock, Series D Preferred Stock, Seriesekerred Stock, Series E-1 Preferred Stock, de$€ Non-Voting Preferred Stock
furnish or cause to be furnished to such holdéteadertificate setting forth (i) such adjustmeatsl readjustments,

(i) the applicable Conversion Rate at the timefiiect, and (iii) the number of shares of Commarnc&tand the amount, if any, of other
property which at the time would be received ugmndonversion of the Series A Preferred Stock.eSeiPreferred Stock, Series C Prefe
Stock, Series D Preferred Stock, Series E Prefé&teck, Series E-1 Preferred Stock, or Series FWating Preferred Stock.

10. Notices of Record Date. In the event of anyngby this corporation of a record of the holdefsiny class of securities for the purpose of
determining the holders thereof who are entitlecetive any dividend (other than a cash dividemdjther distribution, any right to
subscribe for, purchase or otherwise acquire aayeshof stock of any class or any other securitiggoperty or to receive any other right,
this corporation shall mail to each holder of SeAePreferred Stock, Series B Preferred Stock gSeti Preferred Stock, Series D Preferred
Stock, Series E Preferred Stock, Series E-1 Pexfe8tock, and Series F Non-Voting Preferred Stodesst twenty (20) days prior to such
record date, a notice specifying the date on whithsuch record is to be taken for the purposedi slividend or distribution or right, and
the amount and character of such dividend, digiobuwor right.

11. Reservation of Stock Issuable Upon Converdibtis corporation shall at all times reserve andokaeilable out of its authorized but
unissued shares of Common Stock solely for thequapf effecting the conversion of the shares @f3tries A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock, SeriBsefierred Stock, Series E Preferred Stock, SErg$referred Stock, and Series F Non-
Voting Preferred Stock such number of its sharegSafimon Stock as shall from time to time be sufitito effect the conversion of all
outstanding shares of the Series A Preferred Stoekes B Preferred Stock, Series C Preferred S&akes D Preferred Stock, Series E
Preferred Stock, Series E-1 Preferred Stock, anésSE NonVoting Preferred Stock; and if at any time the nemtf authorized but unissu
shares of Common Stock shall not be sufficientffiaceéthe conversion of all then outstanding sharfebe Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock, Seriesefierred Stock, Series E Preferred Stock, SEH&$referred Stock, and Series F Non-
Voting Preferred Stock this corporation will takech corporate action as may, in the opinion ofdsnsel, be necessary to increase its
authorized but unissued shares of Common Stoclkdio sumber of shares as shall be sufficient fohguepose.
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12. Notices. Any notice required by the provisiofishis Section C to be given to the holder of skaof the Series A Preferred Stock, Seri
Preferred Stock, Series C Preferred Stock, Seriesefierred Stock, Series E Preferred Stock, SEAg$referred Stock, or Series F Non-
Voting Preferred Stock, as the case may be, skaleemed given by courier service or five days &iééng deposited in the United States
mail, postage prepaid, and addressed to each hafldecord at his address appearing on the bookso€orporation; or if by facsimile, upon
proper confirmation of receipt.

D. Redemption.

1. In the event that any holder (a "Redeeming H8)d& outstanding Series B Preferred Stock, Setid¥eferred Stock, Series D Preferred
Stock, Series E Preferred Stock, or Series E-leReaf Stock, as the case may be, gives writtewen@tine "Notice") to this corporation of a
demand for redemption of its Series B PreferrediStBeries C Preferred Stock, Series D PreferredkSBeries E Preferred Stock, or Series
E-1 Preferred Stock during the period commencing P, 2004 and ending sixty (60) days theredttés,corporation shall, to the extent it
may lawfully do so, redeem in four (4) annual ilstants beginning one hundred twenty (120) day¥ahg receipt by this corporation of
proper demand for redemption, 25% of the SeriesdBePed Stock, Series C Preferred Stock, Seri®sdierred Stock, Series E Preferred
Stock, or Series E-1 Preferred Stock as the cagebmegper year at a redemption price per share'Redemption Price”) equal to the sum of
(i) $1.08, in the case of the Series B Preferredi§t$3.27, in the case of the Series C PreferteckS$6.52, in the case of Series D Preferred
Stock, or $9.38, in the case of Series E Prefeé8tedk and Series E-1 Preferred Stock (subjectjissadents for any split, combination or the
like), plus (ii) an amount equal to any dividendgldred but unpaid on the shares of Series B Peef@tock, Series C Preferred Stock, Series
D Preferred Stock, Series E Preferred Stock, deSé&i-1 Preferred Stock so redeemed. A redempfionlyg a part of the number of shares
required to be redeemed in any one installmentyauntsto this Article 1V(D) shall be pro rata amasyRedeeming Holders according to the
aggregate Redemption Price payable to such Redgédtiailders. Within ten (10) days of receipt of thetiNe, the corporation shall send
written notice to all holders of Series B Prefer8tdck, Series C Preferred Stock, Series D Prefe3teck, Series E Preferred Stock and
Series E-1 Preferred Stock of the pending redempia such holders shall have ten (10) days framipéof such notice to send written
notice of intention to join in such redemption.

2. At least thirty (30) days but no more than si89) days prior to the date fixed for any redempof the Series B Preferred Stock, Series C
Preferred Stock, Series D Preferred Stock, Seriesekerred Stock, or Series E-1 Preferred Stocte{hafter referred to as the "Redemption
Date"), written notice shall be mailed, postageppi&, to each holder of record (determined at thgsecof business on the business day
preceding the day on which notice is given) of &8 Preferred Stock, Series C Preferred Stocke$ErPreferred Stock, Series E Preferred
Stock, or Series B-Preferred Stock to be redeemed, at his or haeaddast shown on the records of this corporatiotifying such holder ¢
the redemption of such shares, specifying the RptlemDate, the Redemption Price and the date dohaduch holder's rights to conversion
as to such shares terminate and calling upon soidethto surrender to this corporation, in the nearand at the place designated, his or her
certificate or certificates representing the shawdse redeemed (such
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notice is hereinafter referred to as the "Redemptlotice"). In the event fewer than all the shasgesented by any such certificate are
redeemed, a new certificate shall be issued reptiagethe unredeemed shares.

3. Three (3) days prior to the Redemption Dates, ¢brporation shall deposit the Redemption Pricalladutstanding shares of the Series B
Preferred Stock, Series C Preferred Stock, Seriesefierred Stock, Series E Preferred Stock, aneé$SEr1 Preferred Stock designated for
redemption in the Redemption Notice, and not yeéeened or converted, with a bank or trust compagen by this corporation as a trust
fund for the benefit of the respective holdershef shares designated for redemption and not yeeredd. Simultaneously, this corporation
shall deposit irrevocable instruction and authaiétyguch bank or trust company to publish the eatitredemption thereof (or to complete
such publication if theretofore commenced) andap, pn and after the date fixed for redemptionrarghereto, the Redemption Price of the
Series B Preferred Stock, Series C Preferred S&ettes D Preferred Stock, Series E Preferred StocReries E-1 Preferred Stock to the
holders thereof upon surrender of their certifisateny monies deposited by this corporation purstmthis Article IV(D)(3) for the
redemption of shares which are thereafter conventedshares of Common Stock pursuant to Articléd)hereof no later than the close of
business on the Redemption Date shall be retum#ds corporation forthwith upon such conversidhe balance of any monies depositec
this corporation pursuant to this Article IV(D)(@maining unclaimed at the expiration of one yetoiing the Redemption Date shall
thereafter be returned to this corporation, praditteat the holder to which such money would be pbeyhereunder shall be entitled, upon
proof of his, her or its ownership of the SerieBigferred Stock, Series C Preferred Stock, Serieseffierred Stock, Series E Preferred Stock,
or Series E-1 Preferred Stock and payment of ang bequested by this corporation, to receive sughies but without interest from the
Redemption Date.

4. If, on or prior to the Redemption Date, the feimécessary for such redemption shall have beasigks by this corporation and deposited
with a bank or trust company for the benefit of ledders of Series B Preferred Stock, Series Ceed Stock, Series D Preferred Stock,
Series E Preferred Stock, and/or Seriek Breferred Stock whose shares are being rede¢hsed from and after the Redemption Date, ul
there shall have been a default in payment of gdeRption Price, all dividends on the Series BéPrell Stock, Series C Preferred Stock,
Series D Preferred Stock, Series E Preferred StoukSeries E-1 Preferred Stock designated fomrptien in the Redemption Notice shall
cease to accrue, all rights of the holders of singlres as holders of Series B Preferred StockesS€rPreferred Stock, Series D Preferred
Stock, Series E Preferred Stock, or SerigsBreferred Stock (except the right to receiveRedemption Price without interest upon surre
of their certificate or certificates and the rightreceive any declared but unpaid dividends) steske with respect to such shares, and such
shares shall not thereafter be transferred ondb&sof this corporation or be deemed to be outstgfor any purpose whatsoever. If the
funds of this corporation legally available for eeaption of shares of Series B Preferred StockeSeTiPreferred Stock, Series D Preferred
Stock, Series E Preferred Stock, and/or SeriedPEeferred Stock on any Redemption Date are ingeffi¢o redeem the total number of
shares of Series B Preferred Stock, Series C Peef@tock, Series D Preferred Stock, Series E Peef&tock, and/or Series E-1 Preferred
Stock to be redeemed on such date, those fund$ivahéclegally available will be used to redeemrttaximum possible number of such
shares in
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accordance with the provisions of paragraph D(byvabThe shares of Series B Preferred Stock, S€rieeferred Stock, Series D Preferred
Stock, Series E Preferred Stock and Series E-EReef Stock not redeemed shall remain outstandidgeatitled to all the rights and
preferences provided herein. At any time thereaftegn additional funds of this corporation are Iggavailable for the redemption of shares
of Series B Preferred Stock, Series C PreferredkS®eries D Preferred Stock, Series E PreferredkStaind/or Series E-1 Preferred Stock
such funds will immediately be used to redeem tiarxe of the shares that this corporation hasrbeabligated to redeem on any
Redemption Date but which it has not redeemed.

E. Voting Rights; Protective Provisions.
1. Voting Rights.

(a) General. Except as otherwise required by laasostherwise set forth herein, each holder of ComBtock shall have one vote for each
share of Common Stock so held, and each holderedéi?ed Stock other than holders of Series F Notirig Preferred Stock with respect to
such shares shall be entitled to the number ofsvegeial to the number of shares of Common Stodkvitich the shares of Preferred Stocl
held could be converted at the record date forrdetation of the stockholders entitled to vote,ibno such record date is established, at the
date such vote is taken or any written consentamk$olders is solicited. Except as required by & as set forth in Article IV(E)(2)(f)
below, the holders of Series F Non-Voting Prefe®atck shall have no right to vote with respeduoh shares, and the holders of Series E
Preferred Stock and Series E-1 Preferred Stock sbahave the right to vote with respect to suicaires for the election of directors of this
corporation. Except as required by law or as otiswet forth herein, all shares of Preferred Stoukall shares of Common Stock shall vote
together as a single class on all matters to cafadthe stockholders of this corporation. Frawlosotes by the holders of Preferred Stock
shall not, however, be permitted, and any fraclienéng rights shall (after aggregating all shairegs which shares of Series A Preferred
Stock, Series B Preferred Stock, Series C Pref&teck, Series D Preferred Stock and, if applicabéries E Preferred Stock, Series E-1
Preferred Stock, and Series F Non-Voting Prefegtetk held by each holder could be converted) beedarded.

(b) Board of Directors. The Board of Directors s$he fixed at seven (7) directors. For so long @sless than seventy-five percent (75%) of
the shares of Series B Preferred Stock outstaratirgf June 18, 1999 remain outstanding, the holafatse Series B Preferred Stock, voting
as a separate class, shall be entitled to elecflgrdirector at each annual meeting of stockhaldtire "Series B Director"). Further, for so
long as not less than seventy-five percent (75%h®fkhares of Series C Preferred Stock outstaradiraf June 18, 1999 remain outstanding,
the holders of the Series C Preferred Stock, vamg separate class, shall be entitled to elecrdirector at each annual meeting of
stockholders (the "Series C Director"). Further,do long as not less than seventy-five percerto]7& the authorized shares of Series D
Preferred Stock remain outstanding, the holdetb@fSeries D Preferred Stock, voting as a sepalats, shall be entitled to elect one (1)
director at each annual meeting of stockholdews (8eries D Director"). All other members of theaB of Directors shall be elected by the
holders of the Common Stock and the Preferred Statbler than the Series E Preferred Stock, Serie$Eeferred Stock and Series F
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Non-Voting Preferred Stock, then issued and outstandma group. So long as seventy-five percent (#8%je shares of Series B Preferred
Stock and Series C Preferred Stock outstandind &isne 18, 1999 and seventy-five percent (75%hefauthorized shares of Series D
Preferred Stock remain outstanding, as the casebmane Series B Director, the Series C Direchar the Series D Director, as the case may
be, may be removed from the Board of Directors dnylyhe affirmative vote of the holders of a majpof the Series B Preferred Stock,
Series C Preferred Stock and Series D Preferrazk Sés the case may be, voting separately as e gilags; the remaining directors may be
removed from the Board of Directors only by theraffitive vote of the holders of a majority of ther@mon Stock and the Preferred Stock,
other than the Series E Preferred Stock, Serie®Eeferred Stock and Series F Non-Voting Prefe8tedk, voting together as a group. If a
vacancy on the Board of Directors is to be fillgdthe Board of Directors, only a director or dikstelected by the same class or classes of
stockholders as those who would be entitled to t@fédl such vacancy, if any, shall vote to filieh vacancy.

2. Protective Provisions.

(a) This corporation shall not, without first oltizig the approval of the holders of not less thamagority of the total number of shares of
Series A Preferred Stock then outstanding, voting aeparate class:

(i) alter or change in any material respect thbtsgpreferences or privileges of the Series Ad?redl Stock;
(i) amend this Certificate to increase the numifeauthorized shares of Series A Preferred Stock;

(iii) issue any new equity security ranking serdopari passu with the Series A Preferred Stock wéspect to rights, preferences or
privileges; or

(iv) declare or pay any dividends on any junions#ies.

(b) This corporation shall not, without first obtaig the approval of the holders of not less thatysix percent (66%) of the total number of
shares of Series B Preferred Stock then outstandoting as a separate class:

(i) alter or change in any material respect thatsgpreferences or privileges of the Series Bderedl Stock;

(i) issue any new equity security ranking seniopari passu with the Series B Preferred Stock vagipect to any rights, preferences or
privileges of the Series B Preferred Stock;

(iii) declare or pay any dividends on any juniociséties;

(iv) except as set forth in Article 1V(D), repurcd®any Common or Preferred Stock (this restricsioall not apply to the repurchase of shares
of Common Stock from
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employees, officers, directors, consultants or rofpleesons performing services for the corporatioany subsidiary pursuant to agreements
under which the corporation has the option to refpase such shares at cost upon the occurrencet@ahoevents, such as the termination of
employment, or through the exercise of any rigHirst refusal); or

(v) reclassify or recapitalize any equity secusitié this corporation.

(c) This corporation shall not, without first obitaig the approval of the holders of not less thatyssix percent (66%) of the total number of
shares of Series C Preferred Stock then outstandatipg as a separate class:

(i) alter or change in any material respect thatdgpreferences or privileges of the Series CePred Stock;

(i) issue any new equity security ranking senippari passu with the Series C Preferred Stock weisipect to any rights, preferences or
privileges of the Series C Preferred Stock;

(iii) declare or pay any dividends on any juniociséties;

(iv) except as set forth in Article 1V(D), repurcd@any Common or Preferred Stock (this restricsioail not apply to the repurchase of shares
of Common Stock from employees, officers, diregtomsultants or other persons performing senfimethe corporation or any subsidiary
pursuant to agreements under which the corporatigrthe option to repurchase such shares at costthp occurrence of certain events, ¢

as the termination of employment, or through thereise of any right of first refusal);

(v) reclassify or recapitalize any equity secusitid this corporation; or
(vi) amend this Certificate to increase the nundfeauthorized shares of Series C Preferred Stock.

(d) This corporation shall not, without first obitaig the approval of the holders of not less thatysix percent (66%) of the total number of
shares of Series D Preferred Stock then outstandaiing as a separate class:

(i) alter or change in any material respect thatagpreferences or privileges of the Series DdPrefl Stock;

(i) issue any new equity security ranking senippari passu with the Series D Preferred Stock vé#ipect to any rights, preferences or
privileges of the Series D Preferred Stock;

(iii) declare or pay any dividends on any juniocséties;
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(iv) except as set forth in Article 1V(D), repurcd®many Common or Preferred Stock (this restricsioall not apply to the repurchase of shares
of Common Stock from employees, officers, diregtomsultants or other persons performing senfimethe corporation or any subsidiary
pursuant to agreements under which the corporatgrthe option to repurchase such shares at costthp occurrence of certain events, ¢

as the termination of employment, or through thereise of any right of first refusal);

(v) reclassify or recapitalize any equity secusitié this corporation; or
(vi) amend this Certificate to increase the nundfeauthorized shares of Series D Preferred Stock.

(e) This corporation shall not, without first oltizig the approval of the holders of not less thatyssix percent (66%) of the total number of
shares of Series E Preferred Stock and SeriesigférRed Stock then outstanding, voting togethex aimgle series on an as-converted basis
but as a separate class:

(i) alter or change in any material respect thatsagpreferences or privileges of the Series EdPredl Stock or Series E-1 Preferred Stock;

(i) issue any new equity security ranking senippari passu with the Series E Preferred StockeoieS E-1 Preferred Stock with respect to
any rights, preferences or privileges of the Seiédeferred Stock or Series E-1 Preferred Stock;

(iiif) declare or pay any dividends on any juniociseties;

(iv) except as set forth in Article 1V(D), repurcd®any Common or Preferred Stock (this restricsioall not apply to the repurchase of shares
of Common Stock from employees, officers, directamnsultants or other persons performing senfimethe corporation or any subsidiary
pursuant to agreements under which the corporatigrthe option to repurchase such shares at costthp occurrence of certain events, ¢

as the termination of employment, or through thereise of any right of first refusal);

(v) reclassify or recapitalize any equity secusitid this corporation; or
(vi) amend this Certificate to increase the nundfexuthorized shares of Series E Preferred Sto&8edes E-1 Preferred Stock.

(f) This corporation shall not, without first oltéig the approval of the holders of not less thamagority of the total number of shares of
Series F Non-Voting Preferred Stock then outstagdinting as a separate class:

(i) alter or change in any material respect thatsgpreferences or privileges of the Series F Moting Preferred Stock;
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(i) except as set forth in Article 1V(D), repurcde@many Common or Preferred Stock (this restrictivall not apply to the repurchase of shares
of Common Stock from employees, officers, diregtomsultants or other persons performing senfimethe corporation or any subsidiary
pursuant to agreements under which the corporatgrthe option to repurchase such shares at costthp occurrence of certain events, ¢
as the termination of employment, or through thereise of any right of first refusal);

(iii) reclassify or recapitalize any equity seciastof this corporation pursuant to which the riglpreferences or privileges of the Series F
Non-Voting Preferred Stock are adversely affected disproportionately greater manner than the otheesef Preferred Stock as reason:
determined by the Board of Directors of the corfiora or

(iv) issue any Series F Non-Voting Preferred Stimcny person other than (A) to a movie studiotbeomovie or DVD distributor or any
other person with whom the corporation has a giateusiness relationship, (B) for other than prifgaequity financing purposes and (C) as
approved by the Board of Directors.

(9) This corporation shall not, without first olstaig the approval of the holders of not less thamagority of the total number of shares of
Preferred Stock (other than the Series F Non-Vd#referred Stock) then outstanding, voting as arsép class on an as-converted basis:

(i) merge or consolidate with any other corporaiiva transaction in which (A) the holders of tbégporation's capital stock prior to the
consummation of such event hold less than 50%eofithing power of the surviving entity; and (B) ttensideration per share received by
holders of Series B Preferred Stock, Series C RegfeStock, Series D Preferred Stock, Series EeRegf Stock and Series E-1 Preferred
Stock is less than $4.32, $6.54, $13.04, $18.76b48d76, respectively; or

(i) sell, lease, convey, exchange, transfer oentiise dispose of all or substantially all of tlesets of this corporation in a transaction in
which the consideration per share received by theéens of Series B Preferred Stock, Series C PedeBtock, Series D Preferred Stock,
Series E Preferred Stock and Series E-1 Prefetmak & less than $4.32, $6.54, $13.04, $18.76%418d76, respectively.

(h) This corporation shall not, without first obtaig the approval of the holders of not less thrareatyfive percent (75%) of the total numt
of shares of Preferred Stock (other than the Sériden-Voting Preferred Stock) then outstandindingbas a separate class on an as-
converted basis, amend this Certificate to incrélaseuthorized number of shares of Preferred Sttudr than additional shares of Series F
Non-Voting Preferred Stock.
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ARTICLE V

To the fullest extent permitted by the General ©caifion Law as the same exists or as may herdagtamended, a director of this
corporation shall not be personally liable to ttisporation or its stockholders for monetary dansage breach of fiduciary duty as a direct

This corporation shall indemnify to the fullestext permitted by law any person made or threatéméeé made a party to an action or
proceeding, whether criminal, civil, administrativeinvestigative, by reason of the fact that he téstator or intestate is or was a director or
officer of this corporation or any predecessorhif torporation or serves or served at any othergnse as a director, officer or employee at
the request of this corporation or any predecetsstitis corporation.

Neither any amendment nor repeal of this Articleng; the adoption of any provision of this Certtfie inconsistent with this Article V, sh
eliminate or reduce the effect of this Article ¥i,riespect of any matter occurring, or any causectbn, suit, claim or proceeding that, but for
this Article V, would accrue or arise, prior to buemendment, repeal or adoption of an inconsigtentision.

ARTICLE VI

This corporation reserves the right to amend, atteainge or repeal any provision contained in@agtificate, in the manner now or hereafter
prescribed by statute or this Certificate, andights conferred upon stockholders herein are gchatibject to this reservation.

ARTICLE VII

In furtherance and not in limitation of the poweamferred by statute, the Board of Directors isregply authorized to make, alter, amend or
repeal the Bylaws of this corporation.

ARTICLE VIII
Elections of directors need not be by written kalloless the Bylaws of this corporation shall sovjte.
ARTICLE IX

Meetings of stockholders may be held within or withthe State of Delaware, as the Bylaws may peovithe books of this corporation may
be kept (subject to any provision contained indta¢utes) outside the State of Delaware at suaemaplaces as may be designated from
to time by the Board of Directors or in the Bylagfghis corporation.
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ARTICLE X
This corporation is to have perpetual existence.

| hereby further declare and certify under penaftperjury under the laws of the State of Delawthat the facts set forth in the foregoing
certificate are true and correct of my own knowkedgd that this certificate is my act and deed.
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IN WITNESS WHEREOF, NetFlix.com, Inc. has causdd fimended and Restated Certificate of Incorporatiiobe executed by its
President and attested by its Secretary this 5ttotiduly, 2001.

NETFLIX.COM, INC.,
a Delaware corporation

/'s/ Reed Hastings

Reed Hasti ngs
Chi ef Executive Oficer

Attest:
By:/s/ W Barry MCarthy

W Barry MCarthy, Secretary
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Exhibit 3.4

AMENDED AND RESTATED

BYLAWS
OF

NETFLIX, INC.

ARTICLE |

CORPORATE OFFICES

1.1 REGISTERED OFFICE

The registered office of the corporation shallip¢hie City of Wilmington, County of New Castle, &taf Delaware. The name of the
registered agent of the corporation at such lonatid he Corporation Trust Company.

1.2 OTHER OFFICES

The Board of Directors of the corporation (the "Bba may at any time establish other offices at place or places where the corporation is
qualified to do business.

ARTICLE II

MEETINGS OF STOCKHOLDERS

2.1 PLACE OF MEETINGS

Meetings of stockholders shall be held at any plagtin or outside the State of Delaware, as destigd by the Board. In the absence of any
such designation, stockholders' meetings shalkla dt the registered office of the corporation.

2.2 ANNUAL MEETING

The annual meeting of stockholders shall be hetth gaar on a date and at a time designated by dhedBAt the annual meeting, directors
shall be elected and any other proper businesshmanansactec



2.3 SPECIAL MEETING

Subject to the rights of the holders of any sesfeBreferred Stock then outstanding, special mgstof the stockholders may be called at any
time only by the Board acting pursuant to a resafutiuly adopted by a majority of the Whole Boaad (lefined below), the Chairman of the
Board, the Chief Executive Officer or by the Presid Only such business shall be considered atcisgdpneeting of stockholders as shall
have been stated in the notice for such meeting.tditm "Whole Board" shall mean the total numbeaghorized directors of the corporat
whether or not there exist any vacancies in preshoauthorized directorships.

2.4 NOTICE OF STOCKHOLDERS' MEETINGS; EXCEPTION REQUIREMENTS OF NOTICE

All notices of meetings with stockholders shallibbevriting and shall be sent or otherwise givematordance with Section 2.5 of these
Bylaws not less than ten (10) nor more than si&) €alendar days before the date of the meetiegth stockholder entitled to vote at such
meeting. The notice shall specify the place, dateteour of the meeting, the means of remote comeations, if any, by which stockholders
and proxy holders may be deemedbéopresent in person and vote at such meetinguthsrized by the Board in its sole discretion parsttc
Section 211(a)(2) of the General Corporation Ladefaware), and, in the case of a special meetimgpurpose or purposes for which the
meeting is called. Any previously scheduled meetihgtockholders may be postponed, and, unles€¢hificate of Incorporation of the
corporation, as the same may be amended and/atadgtom time to time (as so amended and resttitedCertificate”) provides otherwise,
any special meeting of the stockholders may beedbttby resolution duly adopted by a majority leé Board members then in office upon
public notice given prior to the date previouseduled for such meeting of stockholders.

Whenever notice is required to be given, undeiGhgreral Corporation Law of Delaware, the Certificat these Bylaws, to any person with
whom communication is unlawful, the giving of suudtice to such person shall not be required anethigall be no duty to apply to any
governmental authority or agency for a licenseaynpt to give such notice to such person. Any actipmeeting which shall be taken or h
without notice to any such person with whom comroation is unlawful shall have the same force arecéfs if such notice had been duly
given. In the event that the action taken by thpa@tion is such as to require the filing of atifieate with the Secretary of State of
Delaware, the certificate shall state, if sucthisfact and if notice is required, that notice ga®n to all persons entitled to receive notice
except such persons with whom communication iswiinlia

Whenever notice is required to be given, undergnoyision of the General Corporation Law of Delagyaghe Certificate or these Bylaws, to
any stockholder to whom (a) notice of two (2) candive annual meetings, or (b) all, and at least (2) payments (if sent by first-class mail)
of dividends or interest on securities during altwé12) month period, have been mailed addresseddh person at such person's address a:
shown on the records of the corporation and haea beturned undeliverable, the giving of such motasuch person shall not be required.
Any actions or meeting which shall be taken or heilthout notice to such person shall have the sfme and
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effect as if such notice had been duly given. if amch person shall deliver to the corporation itevr notice setting forth such person's then
current address, the requirement that notice bengi@ such person shall be reinstated. In the dtiahthe action taken by the corporation is
such as to require the filing of a certificate witle Secretary of State of Delaware, the certificeted not state that notice was not given to
persons to whom notice was not required to be goeauant to Section 230(b) of the General Corpmrdtaw of Delaware.

The exception in subsection (a) of the above pagyto the requirement that notice be given stailbe applicable to any notice returned as
undeliverable if the notice was given by electrangmsmission.

2.5 MANNER OF GIVING NOTICE; AFFIDAVIT OF NOTICE

Written notice of any meeting of stockholders, #itad, is given when deposited in the United Statad, postage prepaid, directed to the
stockholder at his, her or its address as it agpaathe records of the corporation and otherveiggvien when delivered. An affidavit of the
Secretary or an Assistant Secretary, the trangfmtaor other agent of the corporation that thécedtas been given shall, in the absence of
fraud, be prima facie evidence of the facts stéteckein.

2.6 QUORUM

The holders of a majority of the stock issued amtanding and entitled to vote thereat, presepeison or represented by proxy, shall
constitute a quorum at all meetings of the stoatéad for the transaction of business, except arwtbke provided by statute or the
Certificate. If, however, such quorum is not presarrepresented at any meeting of the stockhaldeesn a majority of the stockholders
entitled to vote thereat, present in person orasgmted by proxy, shall have power to adjourn thetmg from time to time, without notice
other than announcement at the meeting, until apds present or represented. At such adjournestingeat which a quorum is present or
represented, any business may be transacted thhat h@ve been transacted at the meeting as oiligimaticed. The stockholders present at a
duly called meeting at which quorum is present @ytinue to transact business until adjournmerttyitiostanding the withdrawal of enou
stockholders to leave less than a quorum.

2.7 ADJOURNED MEETING; NOTICE

When a meeting is adjourned to another time oreplanless these Bylaws otherwise require, notieel met be given of the adjourned
meeting if the time and place thereof, and the m@&dmemote communications, in any, by which stadttars and proxy holders may be
deemed to be present in person and vote at suobiradd meeting (as authorized by the Board inols discretion pursuant to Section 211(a)
(2) of the General Corporation Law of Delawareg announced at the meeting at which the adjournisg¢aken. At the adjourned meeting,
the corporation may transact any business thattrhigdve been transacted at the original meetintpeladjournment is for more than thirty
(30) days, or if after the adjournment a new reatatd is fixed for the adjourned meeting, a notitthe adjourned meeting shall be given to
each stockholder of
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record entitled to vote at the meeting. The Chairimfathe meeting shall have the power to adjousnraaeting of stockholders for any reason
and the stockholders shall have the power to adjany meeting of stockholders in accordance wittti®e 2.6 of these Bylaws.

2.8 VOTING

The stockholders entitled to vote at any meetingtotkholders shall be determined in accordande v provisions of Section 2.11 of these
Bylaws, subject to the provisions of Sections 24d@ 218 of the General Corporation Law of Delawaetafing to voting rights of fiduciaries,
pledgors and joint owners of stock and to votingts and other voting agreements).

Except as otherwise provided in the provisionsexti®n 213 of the General Corporation Law of Delemaelating to the fixing of a date for
determination of stockholders of record), or as iawtherwise provided in the Certificate, eacleldtolder shall be entitled to one (1) vote
for each share of capital stock held by such stolcldr.

In all matters, other than the election of direstand except as otherwise required by law, thenadtive vote of the majority of shares pres
or represented by proxy at the meeting and entilesbte on the subject matter shall be the ath@stockholders. Directors shall be elected
by a plurality of the votes of the shares presemterson or represented by proxy at the meetingatitled to vote on the election of directc

2.9 WAIVER OF NOTICE

Whenever notice is required to be given under anyipion of the General Corporation Law of Delawdhe Certificate or these Bylaws, a
written waiver thereof, signed by the person eaditio notice, or a waiver by electronic transmissig the person entitled to notice, whether
before or after the time stated therein, shalldented equivalent to notice. Attendance of a peasanmeeting shall constitute a waiver of
notice of such meeting, except when the personddta meeting for the express purpose of objecsinthe beginning of the meeting, to the
transaction of any business because the meetimg iawfully called or convened. Neither the buss# be transacted at, nor the purpose of,
any regular or special meeting of the stockholderd be specified in any written waiver of notmeany waiver by electronic transmission,
unless so required by the Certificate or these \Byla

2.10 NO STOCKHOLDER ACTION BY WRITTEN CONSENT

Any action required or permitted to be taken bystwekholders of the corporation must be effectel@uly called annual or special meeting
of such holders and may not be effected by anyertria writing by such holders.

2.11 RECORD DATE FOR STOCKHOLDER NOTICE

In order that the corporation may determine theldiolders entitled to notice of or to vote at angeting of stockholders or any adjournment
thereof, or entitled to receive payment of any
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dividend or other distribution or allotment of arights, or entitled to exercise any rights in retjgg any change, conversion or exchange of
stock or for the purpose of any other lawful actithe Board may fix, in advance, a record datectvisuch date shall not precede the date
upon which the resolution fixing the record datadepted by the Board and which such date shalb@ohore than sixty (60) nor less than
(10) calendar days before the date of such meatmgnore than sixty (60) days prior to any othaticm.

If the Board does not so fix a record date:

(a) The record date for determining stockholdetgled to notice of or to vote at a meeting of &toalders shall be at the close of business on
the day next preceding the day on which noticevierg or, if notice is waived, at the close of Imgsis on the day next preceding the day on
which the meeting is held.

(b) The record date for determining stockholdersafoy other purpose shall be at the close of basinea the day on which the Board adopts
the resolution relating thereto.

A determination of stockholders of record entittedhotice of or to vote at a meeting of stockhaddgnall apply to any adjournment of the
meeting; provided, however, that the Board mayafiew record date for the adjourned meeting.

2.12 PROXIES

Each stockholder entitled to vote at a meetingadlholders may authorize another person or persoast for him, her or it by a written
proxy, signed by the stockholder and filed with Bexretary of the corporation, but no such proxjld¥e voted or acted upon after three (3)
years from its date, unless the proxy providesaftimger period. A stockholder may authorize anopleeson or persons to act for him, he

it as proxy in the manner(s) provided under Sec2ib?(c) of the General Corporate Law of Delawarasotherwise provided under Delaw
law. The revocability of a proxy that states orfése that it is irrevocable shall be governedhsygrovisions of Section 212(e) of the General
Corporation Law of Delaware.

2.13 LIST OF STOCKHOLDERS ENTITLED TO VOTE; STOCKEDGER

The officer who has charge of the stock ledger oéporation shall prepare and make, at leasti®ndalendar days before every meeting of
stockholders, a complete list of the stockholdetgled to vote at the meeting, arranged in alptiahkorder, and showing the address of each
stockholder and the number of shares registerdteimame of each stockholder. Nothing containddis:Section shall require the corpora

to include electronic mail addresses or other sdadt contact information on such list. Such lisak be open to the examination of any
stockholder, for any purpose germane to the mee@@n a reasonably accessible electronic netwardvided that the information required
to gain access to such list is provided with thiéceoof the meeting, or (b) for a period of at ketas (10) calendar days prior to the meeting
during ordinary business hours at the principat@lef business of the corporation.
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In the event that the corporation determines toarthk list available on an electronic network,¢bgporation may take reasonable steps to
ensure that such information is available onlyhi stockholders of the corporation. The list shalproduced and kept at the time and pla
the meeting during the whole time thereof, and maynspected by any stockholder who is present.

2.14 NOMINATIONS AND PROPOSALS BY STOCKHOLDERS ATNNUAL MEETING

Nominations of persons for election to the Board #e proposal of business to be considered bgttukholders may be made at an ani
meeting of stockholders (a) pursuant to the cotmra notice with respect to such meeting, (bpbwat the direction of the Board, or (c) by
any stockholder of record of the corporation wha watockholder of record at the time of the givdhghe notice provided for in these
Bylaws, who is entitled to vote at the meeting aib has complied with the notice procedures séh fiorthis

Section 2.14.

For nominations or other proposals of businesstprbperly brought before an annual meeting byeksilder pursuant to clause (c) of the
preceding paragraph, (i) the stockholder must lgiven timely notice thereof in writing to the Setemy of the corporation (as provided in the
third paragraph below), (ii) such business musd peoper matter for stockholder action under theegea Corporation Law of the State of
Delaware, (iii) if the stockholder, or the benediobwner on whose behalf any such proposal or natioin is made, has (1) provided the
corporation with a Solicitation Notice (as defingelow), (2) such stockholder or beneficial ownerstin the case of a proposal, have
delivered a proxy statement and form of proxy ttwars of at least the percentage of the corporatiaoting shares required under applicable
law to carry any such proposal, or, in the casa mbmination(s), have delivered a proxy statemedtfarm of proxy to holders of a
percentage of the corporation's voting shares reddp believed by such stockholder or beneficidtlaoto be sufficient to elect the nominee
(s) proposed to be nominated by such stockholdernaust, in either case, have included in such riaddehe Solicitation Notice, and (iv) if
no Solicitation Notice relating thereto has beemely provided pursuant to this Section 2.14, tleelgtolder or beneficial owner proposing
such business or nomination must not have soligitedmber of proxies sufficient to have requiresl dielivery of such a Solicitation Notice
under this Section.

To be timely, a stockholder's notice shall be datd to the Secretary at the principal executifieed of the corporation (a) not later than the
close of business on the ninetieth (90/th/) caleddst, nor earlier than the close of business erotle hundred and twentieth (120/th/)
calendar day, prior to the first anniversary of pheceding year's annual meeting, or (b) not lgn the close of business on the forty-fifth
(45/th/) calendar day, nor earlier than the clddeusiness on the seventy-fifth (75/th/) calenday,grior to the first anniversary (the
"Anniversary") of the date on which the corporatioaet mailed its proxy materials for the precediregar's annual meeting, whichever period
described in clause (a) or (b) of this sentenceiscfirst; provided, however, that if the date lé annual meeting is advanced more than 1
(30) calendar days prior to, or delayed by mora #iaty (60) calendar days after, the anniverséth® preceding year's annual meeting, and
in respect of nominations to be brought beforeexish meeting, where permitted, notice by the
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stockholder to be timely must be so delivered aolier than the close of business on the one huahaine twentieth (120/th/) calendar day
prior to such meeting and not later than the ctifdmusiness on the later of (i) the ninetieth (8Q/talendar day prior to such annual meeting,
and (ii) the tenth (10/th/) calendar day followithg day on which Public Announcement (as defindadvijeof the date of such meeting is first
made. Such stockholder's notice shall set fortlagep each person whom the stockholder proposssminate for election or reelection as a
director, all information relating to such pers@weould be required to be disclosed in solicitagiofproxies for the election of such nominee
(s) as directors pursuant to Regulation 14A unkerSecurities Exchange Act of 1934, as amendedyosiaccessor thereto (the "Exchange
Act"), and such nominee's written consent to beethin the proxy statement as a nominee and to sasraedirector if elected, as well as a
written statement executed by such person ackngwlgdhat as a director of the corporation, suatsqe will owe a fiduciary duty under the
General Corporation Law of Delaware exclusivelyite corporation and its stockholders,

(b) as to any other business that the stockholdgrgses to bring before the meeting, a brief dpsori of such business, the reasons for
conducting such business at the meeting and angrimlainterest in such business of such stockhaderthe beneficial owner, if any, on
whose behalf the proposal is made, and (c) aststtitkholder giving the notice and the benefiwher, if any, on whose behalf the
nomination or proposal is made (i) the name andesddof such stockholder, as they appear on thporation's books, and of such beneficial
owner, (ii) the class and number of shares of trparation that are owned beneficially and of reldoy such stockholder and such beneficial
owner, and (iii) whether either such stockholdebeneficial owner intends to deliver a proxy statatand form of proxy to holders of, in t
case of a proposal, at least the percentage aftfp@ration's voting shares required under appickw to carry the proposal or, in the case
of a nomination(s), a sufficient number of holdefshe corporation's voting shares to elect suahinee(s) (an affirmative statement of such
intent, a "Solicitation Notice").

Notwithstanding anything in the first sentencehd third paragraph of this Section 2.14 to the r@oyt in the event that the number

directors to be elected to the Board is increaseldlaere is no Public Announcement naming all efribminee(s) for director or specifying
the size of the increased Board made by the catiparat least fifty-five (55) calendar days priorthe Anniversary, a stockholder's notice
required by this Bylaw shall also be consideredetimbut only with respect to nominee(s) for anywnmositions created by such increase, if it
shall be delivered to the Secretary at the prin@gacutive offices of the corporation not lategiritthe close of business on the tenth (10/th/)
calendar day following the day on which such PuBlmouncement is first made by the corporation.

Only such persons nominated in accordance witiptbeedures set forth in this Section 2.14 shakliggble to serve as directors and only
such business shall be conducted at an annualngeaststockholders as shall have been brought bdfe meeting in accordance with the
procedures set forth in this Section. The Chairafathe meeting shall have the power and the dutietermine whether a nomination or any
business proposed to be brought before the meletisgpeen made in accordance with the procedurésrein these Bylaws and, if any
proposed nomination or business is not in compéanmith these Bylaws, to declare that such defegiroposed business or
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nomination shall not be presented for stockholdéipa at the annual meeting and shall be disregharde

Only such business shall be conducted at a spaeiating of stockholders as shall have been brdugfiore the meeting pursuant to the
corporation's notice of meeting. Nominations ofspas for election to the Board may be made at eia@pmeeting of stockholders at which
directors are to be elected pursuant to the cotipora notice (as provided in Section 2.3 abovenetting (a) by or at the direction of the
Board, or (b) by any stockholder of record of theporation who is a stockholder of record at theetiof giving of notice provided for in this
paragraph, who shall be entitled to vote at thetimg@nd who complies with the notice procedurégath in this Section

2.14. Nominations by stockholders of persons fectn to the Board, where permitted, may be madech a special meeting of
stockholders if the stockholder's notice requirgdhe third paragraph of this Section 2.14 shalliblvered to the Secretary at the principal
executive offices of the corporation not earliaarttihe close of business on the one hundred andigtle (120/th/) calendar day prior to the
special meeting and not later than the close afiegs on the later of (a) the ninetieth (90/thlgrdar day prior to such special meeting, and
(i) the tenth (10/th/) calendar day following tday on which Public Announcement is first madehef date of the special meeting and of the
nominee(s) proposed by the Board to be electedcht meeting.

For purposes of this Section 2.14, "Public Annoumeet" shall mean disclosure in a press releasatezpby the Dow Jones News Service,
Associated Press or a comparable national newgseaswin a document publicly filed by the corpavatwith the Securities and Exchange
Commission (the "Commission") pursuant to Secti8n14 or 15(d) of the Exchange Act. In no eventigha Public Announcement of an
adjournment of stockholders meeting commence atimeg/period for the giving of stockholder's notaedescribed above.

Notwithstanding the foregoing provisions of thisfen 2.14, a stockholder shall also comply withaglplicable requirements of tl
Exchange Act and the rules and regulations themunih respect to matters set forth in this Secidl4. Nothing in this Section 2.14 shall
be deemed to affect any rights of stockholdergtuest inclusion of proposals in the corporatipnixy statement pursuant to Rule 14a-8
under the Exchange Act.

2.15 ORGANIZATION

Meetings of stockholders shall be presided ovefahyhe Chairman of the Board or, in the absenesetif, (b) such person as the Chairma
the Board shall appoint or, in the absence theseof the event that the Chairman of the Boardlgh#lto make such appointment, (c) such
person as the Chairman of the executive committéieeccorporation shall appoint or, in the absetheseof or in the event that the Chairman
of the executive committee of the corporation sfallto make such appointment, any officer of tloeporation elected by the Board. In the
absence of the Secretary of the corporation, tbet@y of the meeting shall be such person a€ttsérman of the meeting appoints.

The Board shall, in advance of any meeting of dtotders, appoint one (1) or more inspector(s), wiay include individual(s) who serve the
corporation in other capacities, including
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without limitation as officers, employees or ageitsact at the meeting of stockholders and makeitéen report thereof. The Board may
designate one (1) or more persons as alternatedgtafs) to replace any inspector, who fails to Heto inspector or alternate has been
appointed or is able to act at a meeting of stoltldrs, the Chairman of the meeting shall appoiet @) or more inspector(s) to act at the
meeting. Each inspector, before discharging hiseorduties, shall take and sign an oath to faith®tecute the duties of inspector with strict
impartiality and according to the best of his or &lkility. The inspector(s) or alternate(s) shalé the duties prescribed pursuant to Section
231 of the General Corporate Laws of Delaware bewoapplicable law.

The Board shall be entitled to make such ruleggulations for the conduct of meetings of stockarddas it shall deem necessary, approg

or convenient. Subject to such rules and regulafirany, the Chairman of the meeting shall hdaeertght and authority to prescribe such
rules, regulations and procedures and to do alastin the judgment of such Chairman, are neggsgapropriate or convenient for the
proper conduct of the meeting, including withouatitation establishing an agenda of business ofrtbeting, rules or regulations to maintain
order, restrictions on entry to the meeting aftertime fixed for commencement thereof and then§jaf the date and time of the opening and
closing of the polls for each matter upon whichdtexkholders will vote at a meeting (and shallamte such at the meeting).

2.16 NOTICE BY ELECTRONIC TRANSMISSION

Without limiting the manner by which notice othes@imay be given effectively to stockholders, anyceao stockholders given by the
corporation under any provision of the General ©caifion Law of Delaware, the Certificate or thesgal/s shall be effective if given by a
form of electronic transmission consented to bysteekholder to whom the notice is given. Any saohsent shall be revocable by the
stockholder by written notice to the corporatiomy/such consent shall be deemed revoked if (a}dhgoration is unable to deliver by
electronic transmission two (2) consecutive notgesn by the corporation in accordance with sumfisent, and (b) such inability becomes
known to the Secretary or an Assistant Secretatlgeotorporation, the transfer agent or other peresponsible for the giving of notice;
provided, however, the inadvertent failure to tiath inability as a revocation shall not invalelahy meeting or other action.

Notice given pursuant to the above paragraph slealleemed given (a) if by facsimile telecommundrgtivhen directed to a number at wt
the stockholder has consented to receive notigdf, Iy electronic mail, when directed to an elecic mail address at which the stockholder
has consented to receive notice, (c) if by a pgstiman electronic network together with a sepanatiee to the stockholder of such specific
posting, upon the later of

(i) such posting, and (ii) the giving of such sepiamotice, and (d) if by any other form of elentcatransmission, when directed to the
stockholder. An affidavit of the Secretary or Assig Secretary, the transfer agent or other ageheacorporation that the notice has been
given by a form of electronic transmission shalihia absence of fraud, be prima facie evidenchefdcts stated therein.

For purposes of these Bylaws, "electronic transimiganeans any form of communication, not diredtlyolving the physical transmission of
paper, that creates a record that may be retaiatbved and reviewed by a recipient thereof, thiad may be directly reproduced in paper
form by
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such a recipient through an automated process.Sédton 2.16 shall not apply to Section 164 (failto pay for stock; remedies), Section
296 (adjudication of claims; appeal), Section 3tV @cation of voluntary dissolution), Section

312 (renewal, revival, extension and restorationesfificate of incorporation) or Section 324 (altment of shares of stock) of the General
Corporation Law of Delaware.

ARTICLE Il

DIRECTORS

3.1 POWERS

The business and affairs of the corporation shalhlanaged by or under the direction of the Boardddition to the power and authorities
these Bylaws expressly confer upon them, the Boeag exercise all such powers of the corporationdmédll such lawful acts and things as
are not required by statute, the Certificate os¢hBylaws to be exercised or done by the stockhslde

3.2 NUMBER OF DIRECTORS; TERM OF OFFICE

Subject to the rights of the holders of any Pref@i$tock of the corporation to elect additionagédiors under specified circumstances, the
authorized number of directors of the corporatiballsbe fixed from time to time exclusively by tBeard pursuant to a resolution duly
adopted by a majority of the Board members thesffine.

No reduction of the authorized number of direcsirall have the effect of removing any director befsuch director's term of office expir

3.3 ELECTION AND QUALIFICATION OF DIRECTORS

Except as provided in the Certificate or Sectighd.these Bylaws, directors shall be classifieith wespect to the time for which they
severally hold office, into three (3) classes, @early equal in number as possible, one

(1) class to be originally elected for a term exjrat the annual meeting of stockholders to bd lreR003, another class to be originally
elected for a term expiring at the annual meetingt@ckholders to be held in 2004, and anothersdiade originally elected for a term
expiring at the annual meeting of stockholdersadéld in 2005, with each class to hold office lutgisuccessor is duly elected and qualified.
At each succeeding annual meeting of stockholdersmencing with the first annual meeting (a) divestelected to succeed those directors
whose terms then expire shall be elected for a tdraffice to expire at the third succeeding annmaeakting of stockholders after their
election, with each director to hold office untistor her successor shall have been duly electédjaalified, and (b) if authorized by a
resolution of the Board, directors may be electefilitany vacancy on the Board, regardless of lsoeh vacancy shall have been created (as
set forth in

Section 3.4 below).

Directors need not be stockholders unless so redjly the Certificate or these Bylaws, wherein othalifications for directors may be
prescribed.
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Elections of directors at all meetings of the stalllers at which directors are to be elected siwby ballot and, subject to the rights of the
holders of any Preferred Stock of the corporatmaléct additional directors under specified cirstances, a plurality of the votes cast the
shall elect directors. The ballot shall state thma of the stockholder or proxy voting or such othiormation as may be required under the
procedure established by the Chairman of the mgdfimuthorized by the Board, such requiremerd béllot shall be satisfied by a ballot
submitted by electronic transmission provided #rat such electronic transmission must either g¢h fir be submitted with information frc
which it can be determined that the electronic sabion was authorized.

3.4 RESIGNATION AND VACANCIES
Any director may resign at any time upon writtettic®or by electronic transmission to the corparati

Subject to the rights of the holders of any sesfeBreferred Stock of the corporation then outsitagndnd unless the Board otherwise
determines, newly created directorships resultingifany increase in the authorized number of dirscior any vacancies on the Board
resulting from the death, resignation, retiremdrsgualification, removal from office or other caushall be filled only by a majority vote of
the directors then in office, whether or not ldsta quorum, and directors so chosen shall héilcedbr a term expiring at the annual
meeting of stockholders at which the term of offaéehe class to which they have been elected espir

3.5 PLACE OF MEETINGS; MEETINGS BY TELEPHONE
The Board may hold meetings, both regular and spegither within or outside the State of Delaware.

Unless otherwise restricted by the Certificatehaise Bylaws, members of the Board, or any commitésggnated by the Board, may
participate in a meeting of the Board, or any cottemj by means of conference telephone or othenaoritations equipment by means of
which all persons participating in the meeting baar each other, and such participation in a mgetiall constitute presence in person at the
meeting.

3.6 FIRST MEETINGS

The first meeting of each newly elected Board shalheld immediately after, and at the same lonat® the annual meeting of stockholders,
unless the Board shall fix another time and plagkgive notice thereof (or obtain waivers of noticereof) in the manner required herein for
special meetings of directors, and no notice ohsueeting shall be necessary to the newly eledtedtdrs in order legally to constitute the
meeting, except as provided in this

Section 3.6 and provided that a quorum shall begore
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3.7 REGULAR MEETINGS

Regular meetings of the Board may be held withatice at such time and at such place as shall fim& to time be determined by the
Board.

3.8 SPECIAL MEETINGS; NOTICE

Special meetings of the Board for any purpose(s) bbeacalled at any time by the Chairman of the Bp#ire Chief Executive Officer, the
President or a majority of the members of the Baohed in office. The person(s) authorized to gadicgal meetings of the Board may fix the
place and time of the meetings.

The Secretary shall give notice of any special mgdb each director personally or by telephonesent by first-class mail, overnight mail,
courier service or telegram, postage or charggsapieaddressed to each director at that direcddsess as it is shown on the records of the
corporation. If the notice is mailed, it shall bepdsited in the United States mail at least four

(4) calendar days before the time of the holdinthefmeeting. If the notice is delivered by telegravernight mail or courier, it shall be
deemed adequately delivered when the telegramiiseded to the telegraph company or the noticesisvdred to the overnight mail or cour
service company at least forty-eight (48) hour®tetuch meeting. If by facsimile transmissionhsnetice shall be deemed adequately
delivered when the notice is transmitted at leastwte (12) hours before such meeting. If by teleghor hand delivery the notice shall be
given at least twelve (12) hours prior to the tige¢for the meeting. Any oral notice given pershynait by telephone may be communicated
either to the director or to a person at the oftitéhe director who the person giving the noties heason to believe will promptly
communicate it to the director. The notice needspetcify the purpose or the place of the meetirtei meeting is to be held at the principal
executive office of the corporation.

3.9 QUORUM

At all meetings of the Board, a majority of the ihBoard shall constitute a quorum for all purposed the act of a majority of the directors
present at any meeting at which there is a quohati be the act of the Board, except as may berwike specifically provided by statute or
by the Certificate. The directors present at a dufjanized meeting may continue to transact businesl adjournment notwithstanding the
withdrawal of enough directors to leave less thaorgm.

3.10 WAIVER OF NOTICE

Whenever notice is required to be given under anyigions of the General Corporation Law of Delasvaf the Certificate or these Bylaws
written waiver thereof, signed by the person eaditio notice, or a waiver by electronic transmissig the person entitled to notice, whether
before or after the time stated therein, shalldented equivalent to notice. Attendance of a peas@nmeeting shall constitute a waiver of
notice of such meeting, except when the personddta meeting for the express purpose of objectintpe beginning of the meeting, to the
transaction of any business because the meetmgf iswfully called or convened. Neither the busm& be
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transacted at, nor the purpose of, any regulapecial meeting of the directors, or members ofrarodtee of directors, need be specified in
any written waiver of notice or any waiver by efedic transmission unless so required by the Geati or these Bylaws.

3.11 ADJOURNED MEETING; NOTICE

If a quorum is not present at any meeting of tharBpthen a majority of the directors present thieneay adjourn the meeting from time to
time, without notice other than announcement antketing, until a quorum is present.

3.12 BOARD ACTION BY WRITTEN CONSENT WITHOUT A MEEING

Unless otherwise restricted by the Certificatehaise Bylaws, any action required or permitted ttaken at any meeting of the Board, or of
any committee thereof, may be taken without a mgafiall members of the Board or committee, asdéige may be, consent thereto in
writing or by electronic transmission and the wggfs) or electronic transmission(s) are filed vifite minutes of proceedings of the Board or
committee. Such filing shall be in paper form & timinutes are maintained in paper form and shaith lsdectronic form if the minutes are
maintained in electronic form.

3.13 FEES AND COMPENSATION OF DIRECTORS
Unless otherwise restricted by the Certificateheise Bylaws, the Board shall have the authorifixtthe compensation of directors.

3.14 APPROVAL OF LOANS TO EMPLOYEES AND OFFICERSUBRANTEES OF
OBLIGATIONS OF EMPLOYEES AND OFFICERS

The corporation may lend money to, or guaranteeohfigation of, or otherwise assist any officetiner employee of the corporation or of
its subsidiary, including any officer or employebais a director of the corporation or its subsigliavhenever, in the judgment of the
directors, such loan, guaranty or assistance nasorebly be expected to benefit the corporatiom.|l®an, guaranty or other assistance may
be with or without interest and may be unsecureseoured in such manner as the Board shall appirestading without limitation a pledge
of shares of stock of the corporation. Nothing aored in this Section shall be deemed to denyt lbimiestrict the powers of guaranty or
warranty of the corporation at common law or uraley statute.

3.15 REMOVAL OF DIRECTORS

Subject to the rights of the holders of any sesfeBreferred Stock of the corporation then outstamdunless otherwise restricted by statute,
the Certificate or these Bylaws, any director, lbogthe directors, may be removed from the Bo#at, only for cause and only by the
affirmative vote of the holders of at least sixty-and two-thirds percent (66 2/3%) of the votirmyer of all the then outstanding shares of
capital stock of the corporation then entitled ¢bevat the election of directors, voting togetteaaingle class.
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No reduction of the authorized number of direcgirall have the effect of removing any director ptathe expiration of such director's te
of office.

ARTICLE IV

COMMITTEES

4.1 COMMITTEES OF DIRECTORS

The Board may from time to time, by resolution gaisBy a majority of the Whole Board, designate @)er more committees of the Board,
with such lawfully delegable powers and dutiestdsareby confers, with each committee to condisine (1) or more of the directors of the
corporation. The Board may designate one (1) oendaectors as alternate members of any committke,may replace any absent or
disqualified member at any meeting of the commitbe¢he absence or disqualification of a membex obmmittee, the member(s) thereof
present at any meeting and not disqualified frominge whether or not such member(s) constitute@um, may unanimously appoint anot
member of the Board to act at the meeting in thegbf any such absent or disqualified member.

4.2 COMMITTEE MINUTES
Each committee shall keep regular minutes of itetings and report the same to the Board when redyuir
4.3 MEETINGS AND ACTION OF COMMITTEES

Meetings and actions of committees shall be gowkhye and held and taken in accordance with, tbgigions of Article 11l of these Bylaws,
Section

3.5 (place of meetings and meetings by teleph@emtion 3.7 (regular meetings), Section 3.8 (spewéetings and notice), Section 3.9
(quorum),

Section 3.10 (waiver of notice), Section 3.11 (adjonent and notice of adjournment), and Sectiof &ttion without a meeting), with such
changes in the context of those Bylaws as are sapeo substitute the committee and its memberthéoBoard and its members; provided,
however, that the time of regular and special megstof committees may also be called by resoluifdhe Board. The Board may adopt ru
for the government of any committee not inconsistdth the provisions of these Bylaws.

ARTICLE V

OFFICERS

5.1 OFFICERS

The officers of the corporation shall be a Prediden a Secretary. The corporation may also hawbealiscretion of the Board, a Chairman
of the Board, a Vice Chairman of the Board, a Chiedcutive Officer, a Chief Financial Officer, agtisurer, one or more Vice Presidents,
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Assistant Vice Presidents, Assistant Secretaries Assistant Treasurers, and any such other offiaemay be appointed in accordance with
the provisions of
Section 5.3 of these Bylaws. Any number of offiogsy be held by the same person.

5.2 ELECTION OF OFFICERS

The officers of the corporation, except such offices may be appointed in accordance with the gians of Section 5.3 of these Bylaws,
shall be chosen by the Board, which shall consideh subject at its first meeting after every ahmeeting of stockholders, subject to the
rights, if any, of an officer under any contractofiployment. Each officer shall hold office unii lor her successor is elected and qualifie
until his or her earlier resignation or removalfafiure to elect officers shall not dissolve or etlise affect the corporation.

5.3 SUBORDINATE OFFICERS

The Board may appoint, or empower the Chief Exgeudfficer or, in the absence of a Chief Execu@fécer, the President, to appoint, si
other officers as the business of the corporatiag require, each of whom shall hold office for spehiod, have such authority, and perform
such duties as are provided in these Bylaws dn@a8bard may from time to time determine.

5.4 REMOVAL AND RESIGNATION OF OFFICERS

Subject to the rights, if any, of an officer undentract of employment, any officer may be remowther with or without cause, by an
affirmative vote of the majority of the Board atyaegular or special meeting of the Board.

Any officer may resign at any time by giving writt@otice to the corporation. Any resignation skeltle effect at the date of the receipt of-
notice or at any later time specified in that netidnless otherwise specified in such notice, toeptance of the resignation shall not be
necessary to make it effective. Any resignatiowithout prejudice to the rights, if any, of the poration under any contract to which the
officer is a party.

5.5 VACANCIES IN OFFICES
Any vacancy occurring in any office of the corpavatshall be filled by the Board.
5.6 CHAIRMAN OF THE BOARD

The Chairman of the Board, if such an officer bextd, shall, if present, preside at meetings@Bbard and exercise and perform such ¢
powers and duties as may from time to time be assigo him or her by the Board or as may be presdrby these Bylaws. If there is no
Chief Executive Officer or President, then the @inain of the Board shall also be the Chief Execuiificer of the corporation and as such
shall also have the powers and duties prescrib&ation 5.7 of these Bylaws.
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5.7 CHIEF EXECUTIVE OFFICER

Subject to such supervisory powers, if any, aBth&rd may give to the Chairman of the Board, theefdaxecutive Officer, if any, shall,
subject to the control of the Board, have genarpésvision, direction, and control of the businasd affairs of the corporation and shall
report directly to the Board. All other officerdfioials, employees and agents shall report diyeatlindirectly to the Chief Executive Officer.
The Chief Executive Officer shall see that all asdend resolutions of the Board are carried inteotf The Chief Executive Officer shall
serve as chairperson of and preside at all meetihtige stockholders. In the absence of a Chairafidhe Board, the Chief Executive Officer
shall preside at all meetings of the Board.

5.8 PRESIDENT

In the absence or disability of the Chief Executdficer, the President shall perform all the dsitié the Chief Executive Officer. When
acting as the Chief Executive Officer, the Presidrall have all the powers of, and be subjectlttha restrictions upon, the Chief Executive
Officer. The President shall have such other powatsperform such other duties as from time to tinag be prescribed for him by the
Board, these bylaws, the Chief Executive Officether Chairman of the Board.

5.9 VICE PRESIDENT

In the absence or disability of the PresidentMtue President(s), if any, in order of their rarskfixed by the Board or, if not ranked, a Vice
President designated by the Board, shall perfottialduties of the President and, when so acsihgll have all the powers of, and be subject
to all the restrictions upon, the President. Thee\Rresident(s) shall have such other powers arfidrpesuch other duties as from time to
time may be prescribed for them respectively byBbard, these Bylaws, the Chairman of the Boarel Ghief Executive Officer or, in the
absence of a Chief Executive Officer, the President

5.10 SECRETARY

The Secretary shall keep or cause to be kepteairihcipal executive office of the corporationsoch other place as the Board may direct, a
book of minutes of all meetings and actions of dwes, committees of directors, and stockholdeh& minutes shall show the time and place
of each meeting, whether regular or special (drgpécial, how authorized and the notice giverg,rtames of those present at directors'
meetings or committee meetings, the number of shanesent or represented at stockholders' meetindsthe proceedings thereof.

The Secretary shall keep, or cause to be kegteatrincipal executive office of the corporationabthe office of the corporation's transfer
agent or registrar, as determined by resolutiath@Board, a share register, or a duplicate sleyister, showing the names of all stockhol
and their addresses, the number and classes efsdheald by each, the number and date of certiBeat@lencing such shares, and the number
and date of cancellation of every certificate
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surrendered for cancellation. Such share regikir e the "stock ledger" for purposes of Secfdl8 of these Bylaws.

The Secretary shall give, or cause to be givencaaf all meetings of the stockholders and ofBleard, or committee of the Board, required
to be given by law or by these Bylaws. He or st #eep the seal of the corporation, if one bepaeld, in safe custody and shall have such
other powers and perform such other duties as ragyrdscribed by the Board or by these Bylaws.

5.11 CHIEF FINANCIAL OFFICER

The Chief Financial Officer shall keep and maintaincause to be kept and maintained, adequateanetct books and records of account
the properties and business transactions of thgocation, including accounts of its assets, lisiegi, receipts, disbursements, gains, losses,
capital and retained earnings.

The Chief Financial Officer shall deposit all moreayd other valuables in the name and to the coédlite corporation with such depositaries
as may be designated by the Board or Chief Exez@iicer. The Chief Financial Officer shall disbarthe funds of the corporation as may
be ordered by the Board, shall render to the BaariChief Executive Officer, or in the absence @fdef Executive Officer the President,
whenever they request, an account of all of hisesrtransactions as Chief Financial Officer antheffinancial condition of the corporation,
and shall have such other powers and perform stehr duties as may be prescribed by the BoardasetBylaws. In lieu of any contrary
resolution duly adopted by the Board, the ChiefRiial Officer shall be the Treasurer of the coagion.

5.12 ASSISTANT SECRETARY

The Assistant Secretary(ies), if any, in the odktermined by the Board

(or if there be no such determination, then indtder of their election)

shall, in the absence of the Secretary or in tlemesf his or her inability or refusal to act, parh the duties and exercise the powers of the
Secretary and shall perform such other duties ané kuch other powers as the Board may from tintien prescribe.

5.13 ASSISTANT TREASURER

The Assistant Treasurer(s), if any, in the ordeedrined by the Board (or if there be no such deigation, then in the order of their
election), shall, in the absence of the Chief Fai@rOfficer or in the event of his or her inahyjlior refusal to act, perform the duties and
exercise the powers of the Chief Financial Offigaed shall perform such other duties and have stiidr powers as the Board may from time
to time prescribe.
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5.14 AUTHORITY AND DUTIES OF OFFICERS

In addition to the foregoing authority and dutie officers of the corporation shall respectivive such authority and perform such duties
in the management of the business of the corparasomay be designated from time to time by thed@®oa

ARTICLE VI

INDEMNITY

6.1 RIGHT TO INDEMNIFICATION

Each person who was or is made a party or is thmedtto be made a party to or is otherwise invoimexhy action, suit or proceeding,
whether civil, criminal, administrative or investitye (collectively, a "Proceeding"), by reasorthad fact that he or she, or a person of whom
he or she is the legal representative, is or wdiseator or officer of the corporation (or any peedssor), or is or was serving at the request of
the corporation (or any predecessor) as a diregtficer, employee or agent of another corporationf a partnership, joint venture, trust or
other enterprise (or any predecessor of such esititincluding service with respect to an empldyeefit plan maintained or sponsored by
corporation (or any predecessor) (collectively; lademnitee"), whether the basis of such Proceetirmdleged action in an official capacity
as a director, officer, employee or agent or in ailer capacity while serving as a director, offi@nployee or agent, shall be indemnified
and held harmless by the corporation to the fubestnt authorized by the General Corporation LaDelaware as the same exists or may
hereafter be amended (but, in the case of anyamemdment, only to the extent that such amendmegntifs the corporation to provide
broader indemnification rights than such law petdithe corporation to provide prior to such ameeidty) against all expense, liability and
loss (including attorney's fees, judgments, filtHRISA excise taxes or penalties and amounts pasdtitement) reasonably incurred or
suffered by such Indemnitee in connection therewitth such indemnification shall continue as toretemnitee who has ceased to be a
director, officer, employee or agent and shall éar the benefit of the Indemnitee's heirs, exesuiod administrators; provided, however,
that, except as provided in Section 6.3 below wégpect to proceedings to enforce rights to indéaation, the corporation shall indemnify
any such Indemnitee seeking indemnification in @mtion with a Proceeding (or part thereof) initihby such Indemnitee only if such
Proceeding (or part thereof) was authorized byBiberd.

6.2 RIGHT TO ADVANCEMENT OF EXPENSES

In addition to the right to indemnification confedrin Section 6.1, an Indemnitee shall also hageitit to be paid by the corporation the
expenses incurred in defending against any suateBding in advance of its final disposition (an Adcement of Expenses"), such
Advancement to be paid by the corporation withiertty (20) calendar days after the receipt by thparation of a statement(s) from the
Indemnitee requesting such Advancement of Expeinsestime to time; provided, however, that if ther@ral Corporation Law of Delaware
requires, the payment of an Advancement of Expeimsesred by a director or officer in his or hepaaity as a director or
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officer (and not in any other capacity in whichviee was or is rendered by such person while attireor officer, including without
limitation service to an employee benefit planadvance of the final disposition of a proceeditgllshe made only upon delivery to the
corporation of an undertaking (an "Undertaking%),do on behalf of such director or officer, to rgmdl amounts so advanced if it shall
ultimately be determined that such director orcefiis not entitled to be indemnified for such Bxges under this Section 6.2 or otherwise.
The rights to indemnification and to the AdvancetwrExpenses conferred in Sections 6.1 and 6.R lsbaontract rights.

6.3 RIGHT OF INDEMNITEE TO BRING SUIT

To obtain indemnification or Advancement of Expenseder this Article VI, an Indemnitee shall subtaithe corporation a written request,
including such documentation and information ag&sonably available to the Indemnitee and is reddy necessary to determine whether
and to what extent the Indemnitee is entitled tieinnification or Advancement of Expenses. Upon sudtten request, a determination, if
required by applicable law, with respect to theeimaiitee's entitlement thereto shall be made asvisll (a) if requested by the Indemnitee, by
Independent Counsel (as defined below); or (bbifeguest is made by the Indemnitee for a detetiniméy Independent Counsel, (i) by the
Board by a majority vote of a quorum consistindoiginterested Directors (as defined below), orifig quorum of the Board consisting of
Disinterested Directors is not obtainable or, e¥@ftainable, such quorum of Disinterested Direstso directs, by Independent Counsel in a
written opinion to the Board, a copy of which shzl delivered to the Indemnitee; or (¢) if a quoriDisinterested Directors so directs, by
the stockholders of the corporation. In the eveatdetermination of entitlement to indemnificatmmAdvancement of Expenses is to be ir

by Independent Counsel at the request of the Indemrthe Independent Counsel shall be selectedeébBoard, unless there shall have
occurred within two (2) years prior to the dateélef commencement of the action, suit or proceeftingzhich indemnification or
Advancement of Expenses is claimed a Change ofr@dias defined below), in which case the Indepah@»unsel shall be selected by the
Indemnitee unless the Indemnitee shall requessttit selection be made by the Board. If it isesteienined that the Indemnitee is entitled to
indemnification or Advancement of Expenses, paynetite Indemnitee shall be made within ten (10¢mdar days after such determinati

If a claim under Section 6.1 or 6.2 is not paidiith by the corporation within thirty (30) calenddays after a written claim has been received
by the corporation as set forth above, excepténctise of a claim for an Advancement of Expenseshich case the applicable period shall
be twenty (20) calendar days, the Indemnitee mayatime thereafter bring suit against the corfjonato recover the unpaid amount of the
claim and, if successful in whole or in part, thdémnitee shall be entitled to be paid also theese of prosecuting such claim. In (a) any
suit brought by the Indemnitee to enforce a righihtlemnification hereunder (but not in a suit lgleuby the Indemnitee to enforce a right to
an Advancement of Expenses where the required thideg, if any is required, has been tendereddéactirporation) it shall be a defense
that, and (b) in any suit brought by the corporatimrecover an Advancement of Expenses pursuahetterms of an Undertaking, the
corporation shall be entitled to recover such Expsrupon a determination that, the Indemnitee besat any applicable standard for
indemnification set forth
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in the General Corporation Law of Delaware. Neitter failure of the corporation (including its Bdaa committee of the Board, Indepenc
Counsel or its stockholders) to have made a detation prior to the commencement of such suitithd@mnification of the Indemnitee is
proper in the circumstances because the Indemindsenet the applicable standard of conduct sdt forthe General Corporate Law of
Delaware, nor an actual determination by the cafimn (including its Board, a committee of the Bhdndependent Counsel or its
stockholders) that the Indemnitee has not met apglicable standard of conduct, shall create aypnpsion that the Indemnitee has not met
the applicable standard of conduct or, in the cdiseich suit brought by the Indemnitee, be a defémsuch suit. In any suit brought by the
Indemnitee to enforce a right to indemnificatiorntman Advancement of Expenses hereunder, or btdagthe corporation to recover and
Advancement of Expenses pursuant to the terms tinaiertaking, the burden of proving that the Ind#emis not entitled to be indemnified,
or to such Advancement of Expenses, shall be ondhgoration.

6.4 NON-EXCLUSIVITY OF RIGHTS

If a determination shall have been made pursuathiscArticle VI that the Indemnitee is entitleditmlemnification or Advancement of
Expenses, the corporation shall be bound by suhrdanation in any judicial proceeding commencetspant to Section 6.3 above. The
corporation shall be precluded from asserting ijadicial proceeding commenced pursuant to SediBrabove that the procedures and
presumptions of these Bylaws are not valid, bindind enforceable and shall stipulate in such pdingehat the corporation is bound by all
the provisions of this Article VI.

The rights to indemnification and to the AdvancetrExpenses conferred in this Article VI shalktibe exclusive of any other right which
any person may have or hereafter acquire undestayte, the Certificate, these Bylaws, agreenvaé, of stockholders or Disinterested
Directors or otherwise. No repeal or modificatidritos Article VI shall in any way diminish or adrsely affect the rights of any director,
officer, employee or agent of the corporation hadar in respect of any occurrence or matter aripimy to any such repeal or modification.

If any provision(s) of Article VI of these Bylaw$all be held to be invalid, illegal or unenforceafdr any reasons whatsoever: (a) the
validity, legality and enforceability of the remaig provisions of such Article shall not in any wag affected or impaired thereby; and (b) to
the fullest extent possible, the provisions of #hiicle VI shall be construed so as to give effiecthe intent manifested by the provision held
invalid, illegal or unenforceable.

6.5 INSURANCE

The corporation may maintain insurance to protsetfiand any director, officer, employee or ag#the corporation or another corporation,
partnership, joint venture, trust or other entesgragainst any expense, liability or loss, whetinerot the corporation would have the power
to indemnify such person against such expensadlitjabr loss under the General Corporation LawDeflaware.
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6.6 INDEMNIFICATION OF EMPLOYEES AND AGENTS OF THEORPORATION

The corporation may, to the extent authorized ftone to time by the Board, grant rights to indenwmaifion and to the Advancement of
Expenses to any employee or agent of the corportdithe fullest extent of the provisions of thigiéle VI with respect to the
indemnification and Advancement of Expenses ofalines and officers of the corporation.

6.7 DEFINITIONS
For the purposes of this Article VI:
(a) "Change of Control" means:

(i) The acquisition by any individual, entity oragip (within the meaning of Section 13(d)(3) or 4% of the Securities Exchange Act of
1934, as amended (the "Exchange Act"))(a "Persaiieneficial ownership (within the meaning of R&d-3 promulgated under the
Exchange Act) of twenty percent (20%) or more tfiei (A) the then outstanding shares of commorkstbthe corporation (the
"Outstanding Corporation Common Stock"), or (B) tleenbined voting power of the then outstandingng8ecurities of the corporation
entitled to vote generally in the election of diars (the "Outstanding Corporation Voting Secusitjeprovided, however, that for purpose:
this subsection (i), the following acquisitions imat constitute a Change of Control: (I) any asgion directly from the corporation or any
acquisition from other stockholders where (aa) sagquisition was approved in advance by the Baard,(bb) such acquisition would not
constitute a change of control under subsectignofiithis definition; (Il) any acquisition by theorporation; (11l) any acquisition by an
employee benefit plan (or related trust) sponsoredaintained by the corporation or any corporationtrolled by the corporation; or (V)
any acquisition by any corporation pursuant teagaction which complies with subsections (A), §BJC) of subsection (iii) of this
definition; or

(i) Individuals who, as of the date hereof, congé the Board (the "Incumbent Board") cease fgrraason to constitute at least a majority of
the Board; provided, however, that any individuatdming a director subsequent to the date hereo$evhlection, or nomination for election
by the stockholders, was approved by a vote adaxdtla majority of the directors then comprisinglticumbent Board shall be considered as
though such individual were a member of the IncumiB®ard, but excluding, for this purpose, any sinclividual whose initial assumption

of office occurs as a result of an actual or themat election contest with respect to the eleaifaemoval of directors or other actual or
threatened solicitation of proxies by or on beloflad Person other than the Board; or

(iii) Consummation of a reorganization, merger onsolidation or sale or other disposition of alsabstantially all of the assets of the
corporation (a "Business Combination"), in eachecasless, following such Business Combination,g\pr substantially all of the
individuals and entities who were the beneficiahevs, respectively, of the Outstanding Corporaommon Stock and Outstanding
Corporation Voting Securities immediately priorstach Business Combination beneficially own, digeotl indirectly, more than fifty percent
(50%)
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of, respectively, the then outstanding shares nfraon stock and the combined voting power of the thestanding voting securities entitled
to vote generally in the election of directorsttas case may be, of the corporation resulting fsoich Business Combination (including
without limitation a corporation which as a re@fisuch transaction owns the corporation or aliudrstantially all of the corporation's assets
either directly or through one or more subsidigriesubstantially the same proportions as theinenship immediately prior to such Business
Combination of the Outstanding Corporation Commtotsand Outstanding Corporation Voting Securiteesthe case may be, (B) no
Person (excluding any corporation resulting frorohsBusiness Combination or any employee benefit (da related trust) of the corporation
or such corporation resulting from such Businessfination) beneficially owns, directly or indiregtitwenty percent (20%) or more of,
respectively, the then outstanding shares of comstmek of the corporation resulting from such BesgsCombination or the combined
voting power of the then outstanding voting se@sibf such corporation except to the extent thah ®wnership existed prior to the Busir
Combination, and (C) at least a majority of the rhers of the board of directors of the corporatiesuiting from such Business Combination
were members of the Incumbent Board at the tinte@execution of the initial agreement, or of théam of the board of directors, providing
for such Business Combination; or

(iv) Approval by the stockholders of a completauliption or dissolution of the corporation.

(b) "Disinterested Director" means a director @& torporation who is not and was not a party tarhger in respect of which indemnificat
or Advancement of Expenses is sought by the Indemni

(c) "Independent Counsel" means a law firm, a meroba law firm or an independent practitioner tisa¢xperienced in matters of
corporation law and shall include any person winalew the applicable standards of professional coirithen prevailing, would not have a
conflict of interest in representing either thepmmation or the Indemnitee in an action to deteatire Indemnitee's rights under this Article
VI.

Any notice, request or other communication requoegdermitted to be given to the corporation urttes Article VI shall be in writing and
either delivered in person or sent by telecopgxeielegram, overnight mail or courier servicecertified or registered mail, postage prepaid,
return receipt requested, to the Secretary of tingacation and shall be effective only upon recbkipthe Secretary.

ARTICLE VII

RECORDS AND REPORTS
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7.1 MAINTENANCE AND INSPECTION OF RECORDS

The corporation shall, either at its principal extée office or at such place or places as desaghby the Board, keep a record of its
stockholders listing their names and addresseshendumber and class of shares held by each stloledha copy of these Bylaws, as may be
amended to date, minute books, accounting book®#ed records.

Any such records maintained by the corporation bkept on, or by means of, or be in the form of, iaformation storage device or
method, provided that the records so kept can heerted into clearly legible paper form within @senable time. The corporation shall so
convert any records so kept upon the request opargon entitled to inspect such records pursweattiet provisions of the General
Corporation Law of Delaware. When records are kegtich manner, a clearly legible paper form preduitom or by means of the
information storage device or method shall be adiiis in evidence, and accepted for all other psegpto the same extent as an original
paper form accurately portrays the record.

Any stockholder of record, in person or by attoroneywther agent, shall, upon written demand undéh stating the purpose thereof, have the
right during the usual hours for business to insfmcany proper purpose the corporation's stodgée, a list of its stockholders, and its other
books and records and to make copies or extragtsftom. A proper purpose shall mean a purpos®naddy related to such person's inte

as a stockholder. In every instance where an &yoon other agent is the person who seeks the taghspection, the demand under oath ¢
be accompanied by a power of attorney or such ethiéing that authorizes the attorney or other agerso act on behalf of the stockholder.
The demand under oath shall be directed to theocatipn at its registered office in Delaware oitaprincipal place of business.

7.2 INSPECTION BY DIRECTORS

Any director shall have the right to examine thepooation's stock ledger, a list of its stockhofjemd its other books and records for a
purpose reasonably related to his or her positsoa director. The Court of Chancery is hereby wesii¢h the exclusive jurisdiction to
determine whether a director is entitled to thg@tsion sought. The Court may summarily order timparation to permit the director to
inspect any and all books and records, the statgele and the stock list and to make copies ometdrtherefrom. The Court may, in its
discretion, prescribe any limitations or conditiavith reference to the inspection, or award sutieioand further relief as the Court may d
just and propel

7.3 REPRESENTATION OF SHARES OF OTHER CORPORATIONS

Unless otherwise directed by the Board, the Praside any other person authorized by the Presjdeauthorized to vote, represent, and
exercise on behalf of the corporation all rightsdient to any and all shares of any other corponés) standing in the name of the corpora
The authority granted herein may be exercised efthsuch person directly or by any other persahaized to do so by proxy or power of
attorney duly executed by such person having thieoaity.
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ARTICLE VIl

GENERAL MATTERS

8.1 CHECKS

From time to time, the Board shall determine byhason which person or persons may sign or endalisehecks, drafts, other orders for
payment of money, notes or other evidences of iediriess that are issued in the name of or payalbtetcorporation, and only the persons
so authorized shall sign or endorse those instrtsnen

8.2 EXECUTION OF CORPORATE CONTRACTS AND INSTRUMERST

The Board, except as otherwise provided in thedaviy; may authorize any officer or officers, or aiger agents, to enter into any contrac
execute any instrument in the name of and on belfdife corporation. Such authority may be generalonfined to specific instances. Unl

so authorized or ratified by the Board or withie #igency power of an officer, no officer, agen¢mployee shall have any power or authority
to bind the corporation by any contract or engageroeto pledge its credit or to render it liabde &ny purpose or for any amount.

8.3 STOCK CERTIFICATES; PARTLY PAID SHARES

The shares of a corporation shall be representetificates, provided that the Board may prowigleesolution that some or all of any or all
classes or series of its stock shall be uncentdatahares. Any such resolution shall not applhiares represented by a certificate until such
certificate is surrendered to the corporation. Nihtstanding the adoption of such a resolution leyBloard, every holder of stock represented
by certificates and upon request every holder atttificated shares shall be entitled to have tfiwate signed by, or in the name of the
corporation by the Chairman of the Board, or theskRient or Vice-President, and by the Treasuranodkssistant Treasurer, or the Secretary
or an Assistant Secretary of the corporation regmésg the number of shares registered in certdiéarm. Any or all of the signatures on the
certificate may be a facsimile. In case any offiteansfer agent or registrar who has signed orsetiacsimile signature has been placed upon
a certificate has ceased to be such officer, tearsgfent or registrar before such certificatessesl, it may be issued by the corporation with
the same effect as if he were such officer, trarefent or registrar at the date of issue.

The corporation may issue the whole or any paitsahares as partly paid and subject to callierremainder of the consideration to be paid
therefor. Upon the face or back of each stockfisate issued to represent any such partly paideshapon the books and records of the
corporation in the case of uncertificated partlidghares, the total amount of the consideratidmetpaid therefor and the amount paid
thereon shall be stated. Upon the declaration pid@ridend on fully paid shares, the corporationlstieclare a dividend upon partly paid
shares of the same class, but only upon the bh#ig percentage of the consideration actually faadeon.
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8.4 SPECIAL DESIGNATION ON CERTIFICATES

If the corporation is authorized to issue more tbae (1) class of stock or more than one (1) sefi@ny class, then the powers, the
designations, the preferences, and the relativéicipating, optional or other special rights othalass of stock or series thereof and the
qualifications, limitations or restrictions of supheferences and/or rights shall be set forth indiusummarized on the face or back of the
certificate that the corporation shall issue taespnt such class or series of stock; providedghiew that, except as otherwise provided in
Section 202 of the General Corporation Law of Daleyin lieu of the foregoing requirements, thesg/ e set forth on the face or back of
the certificate that the corporation shall issuestaresent such class or series of stock a statahadrthe corporation will furnish without
charge to each stockholder who so requests therppthe designations, the preferences, and théveslaarticipating, optional or other
special rights of each class of stock or serieetifeand the qualifications, limitations or restivos of such preferences and/or rights.

8.5 LOST CERTIFICATES

Except as provided in this Section 8.5, no newifagates for shares shall be issued to replaceaigusly issued certificate unless the latter is
surrendered to the corporation and cancelled atahee time. The corporation may issue a new aeatéiof stock or uncertificated shares in
the place of any certificate theretofore issuedt gileged to have been lost, stolen or destrogad,the corporation may require, or may
require any transfer agent, if any, for the sh&megquire, the owner of the lost, stolen or degdocertificate, or his, her or its legal
representative, to give the corporation a bondda@afit to indemnify it against any claim that may/imade against it on account of the alleged
loss, theft or destruction of any such certificatéhe issuance of such new certificate or uncgeatiéd shares.

8.6 CONSTRUCTION; DEFINITIONS

Unless the context requires otherwise, the gempeoaisions, rules of construction and definitionghe Delaware General Corporation Law
shall govern the construction of these Bylaws. WitHimiting the generality of this provision, tkagular number includes the plural, the
plural number includes the singular, and the tgperson” includes both a corporation and a natweredqn.

8.7 DIVIDENDS

The directors of the corporation, subject to arsirietions contained in the Certificate, may deeland pay dividends upon the shares of its
capital stock pursuant to the General Corporatiaw bf Delaware. Dividends may be paid in cash rapprty or in shares of the corporatic
capital stock.

The directors of the corporation may set apartobainy of the funds of the corporation availabledividends a reserve or reserves for any
proper purpose and may abolish any such
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reserve. Such purposes shall include but not bigelihto equalizing dividends, repairing or mainiaghany property of the corporation, and
meeting contingencies.

8.8 FISCAL YEAR
The fiscal year of the corporation shall be fixgdrésolution of the Board and may be changed bgluésn of the Board.

8.9 SEAL This corporation may have a corporate, selalch may be adopted or altered at the pleasutteedBoard, and may use the same by
causing it or a facsimile thereof, to be impressedffixed or in any other manner reproduced.

8.10 TRANSFER OF STOCK

Upon surrender to the corporation or the trangfenaof the corporation, if any, of a certificate $hares duly endorsed or accompanied by
proper evidence of succession, assignation or @tythio transfer (as determined by legal counsehtocorporation), it shall be the duty of the
corporation, as the corporation may so instrudrénsfer agent, if any, to issue a new certifitatdhe person entitled thereto, cancel the old
certificate, and record the transaction in its ok

8.11 REGISTERED STOCKHOLDERS

The corporation shall be entitled to recognizegkeusive right of a person registered on its baakshe owner of shares to receive dividends
and to vote as such owner, shall be entitled td hable for calls and assessments the personteegison its books as the owner of shares,
and shall not be bound to recognize any equitabtetr claim to or interest in such share or sharethe part of another person, whether or
not it shall have express or other notice therexdept as otherwise provided by the laws of Delawar

-26-



ARTICLE IX

AMENDMENTS

The Bylaws of the corporation may be adopted, amérm repealed by the stockholders entitled to;ywiavided, however, that the
corporation may, in its Certificate, confer the mowo adopt, amend or repeal bylaws upon the B@dre fact that such power has been so
conferred upon the Board shall not divest the dtolders of the power, nor limit their power to atj@mend or repeal bylaws.
Notwithstanding the foregoing, in addition to aroter of the holders of any class or series of stddke corporation required by law or by |
Certificate, the amendment or repeal of all or pastion of Article I,

Section 3.2 (number of directors), Section 3.3df@a, qualification and term of office of direc&)r Section 3.4 (resignation and vacancies),
Section 3.15 (removal of directors), Article VIthis Article 1X by the stockholders of the corpdoat shall require the affirmative vote of the
holders of at least sixty-six and two-thirds petd&® 2/3%) of the voting power of the then outsliag shares of voting stock entitled to vote
generally in the election of directors, voting tge as a single class.
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Exhibit 4.1

COMMON STOCK COMMON STOCK

NETFLIX (TM)

INCORPORATED UNDER THE LAWS SEE RE VERSE FOR CERTAIN DEFINITIONS
OF THE STATE OF DELAWARE CUSIP 64110L 106

THIS CERTIFICATE IS TRANSFERABLE IN CANTON, MA, JER SEY CITY, NJ AND NEW
YORK CITY, NY

This Certifies that

is the record holder of

FULLY PAID AND NON-ASSESSABLE SHARES OF COMMON STOCK, $0.001 PAR VALUE, OF

Netflix, Inc.

transferable on the books of the Corporation byhilder hereof in person or by duly authorizedrattg, upon surrender of this Certificate
properly endorsed. This Certificate is not validiluzountersigned and registered by the TransfezrA@nd Registrar,

IN WITNESS WHEREOF the Corporation has caused@eificate to be signed in facsimile by its dulytlzorized officers and a facsimile
of its corporate seal.

Dated:
[SEAL]

/'s/ [ILLEG BLE] /'s/ [ILLEG BLE]
SECRETARY PRESI DENT

COUNTERSI GNED AND REQ STERED:
Equi Serve Trust Conpany, N A

TRANSFER AGENT
AND REGISTRAR

BY /s/ [ILLEG BLE]

AUTHORI ZED SI GNATURE



Netflix, Inc.

THE CORPORATION WILL FURNISH WITHOUT CHARGE TO EACISTOCKHOLDER WHO SO REQUESTS A FULL STATEMEN
OF THE DESIGNATIONS, RELATIVE RIGHTS, PREFERENCESNA LIMITATIONS OF EACH CLASS OF STOCK OR SERIES
THEREOF AUTHORIZED TO BE ISSUED AND THE AUTHORITY ©BTHE BOARD OF DIRECTORS OF THE CORPORATION TO
DESIGNATE AND FIX THE RELATIVE RIGHTS, PREFERENCESND LIMITATIONS OF CLASSES OF PREFERRED STOCK IN
SERIES

The following abbreviations, when used in the ii@n on the face of this Certificate, shall beastvued as though they were written out in
full according to applicable laws or regulations:

TEN COM - as tenants in common UNIF GIFT MIN ACT - Custodian
TEN ENT - as tenants by the entireties (Cust) (Minor)
JT WROS - as joint tenants with right under Uniform Gifts to Minors
of survivorship and not as Act
tenants in common (State)
Additional abbreviations m ay also be used though not in the above list.
For value received hereby s ell, assign and transfer unto

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

(Please print or typewrite name and addres s including postal zip code of assignee)
Sh ares
of the Common Stock represented by the within Certi ficate, and do hereby irrevocably constitute and ap point
Atto rney
to transfer the said Shares on the Books of the wit hin-named Corporation with full power of substituti onin

the premises.

Dated:

NOTICE: the signature to this assignment must spoad with the name as written upon the face ot#rsficate in every particular, witho
alteration or enlargement, or any change whatever.

SIGNATURE(S) GUARANTEED:
THE SIGNATURE(S) MUST BE GUARANTEED BY AN ELIGIBLESUARANTOR INSTITUTION (BANKS, STOCKBROKERS,
SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS WIH MEMBERSHIP IN AN APPROVED SIGNATURE
GUARANTEE MEDALLION PROGRAM), PURSUANT TO S.E.C RWH17Ac-15




EXHIBIT 23.1
CONSENT OF KPMG LLP

The Board of Directors
Netflix, Inc.:

We consent to the use of our report included heardhto the reference to our firm under the heatlingperts" in the prospectus.

/'Sl KPMG LLP

Mountain View, California

April 16, 2002

End of Filing
Powered By Hlai.ﬂk[} -

© 2005 | EDGAR Online, Inc.



