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Item 2.02 Results of Operations and Financial Contion.

On July 24, 2006, Netflix, Inc. announced its fioah results for the quarter and six-month perindedl June 30, 2006. The press
release, which is attached hereto as Exhibit 98dlircorporated herein by reference, disclosesicefinancial measures that may be
considered non-GAAP financial measures. Generalhgn-GAAP financial measure is a numerical measfieecompany’s performance,
financial position, or cash flows that either extds or includes amounts that are not normally ebeddwor included in the most directly
comparable measure calculated and presented indarae with generally accepted accounting prinsipiehe United States. Management
believes that non-GAAP net income is a useful meastioperating performance because it excludeadhecash impact of stock option
accounting. In addition, management believes ttegt ¢ash flow is a useful measure of liquidity lesegit excludes the non-operational cash
flows from purchases and sales of short-term imrests and cash flows from financing activities. ldoer, these non-GAAP measures
should be considered in addition to, not as a #ubesstor, or superior to net income and net casivided by operating activities, or other
financial measures prepared in accordance with GAAR non-GAAP information is presented using cstesit methodology from quarter-
to-quarter and year-to-year.

The information in this report shall not be treasesd‘filed” for purposes of Section 18 of the Sé@es Exchange Act of 1934, nor shall
it be deemed incorporated by reference into anigtregion statement or other document pursuartiedSecurities Act of 1933 or the
Securities Exchange Act of 1934, except as exprasated by specific reference in such filing.

Item 9.01 Financial Statement and Exhibits.
(d) Exhibits
99.1 Press release dated July 24, 2008kflix, Inc.



SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causedéport to be signed on its behalf by the
undersigned hereunto duly authorized.

NETFLIX, INC.
Date: July 24, 200
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99.1* Press release issued by Netflix, Inc. on July D062
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Exhibit 99.1

FOR IMMEDIATE RELEASE IR CONTACT: Deborah Crawfort
Monday, July 24, 200 Director, Investor Relatior
408 54(-3712

PR CONTACT Ken Ross
VP, Corporate Communicatiol
408 54(-3931

Netflix Announces Q2 2006 Financial Results

Subscribers — 5.2 million
Revenue — $239.4 million
GAAP Net Income - $16.8 million

LOS GATOS, Calif., July 24, 2006~ Netflix, Inc. (Nasdaqg: NFLX) today reported reasubr the second quarter ended June 30, 2006.

“In the second quarter, Netflix demonstrated spliogress toward our goals of 20 million subscrilir2010 to 2012 and 50 percent year-
over-year earnings growth for the next severalg&aaid Reed Hastings, Netflix co-founder and thiecutive officer.

“Our industry-leading customer service and selecétiracted new subscribers at an increasing reteve achieved 62% year-over-year
subscriber growth despite a modest seasonal uptictkurn. Our strong performance in the first hdlthe year demonstrates the power of our
business model and positions us to hit our fullryggzals for both subscribers and earnings.”

Second-Quarter 2006 Financial Highlights

Revenuéfor the second quarter of 2006 was $239.4 milliepresenting 46 percent year-over-year growth fa%4.0 million for the
second quarter of 2005, and 7 percent sequentaltirfrom $224.1 million for the first quarter cd@6.

GAAP net incomédor the second quarter of 2006 was $16.8 milliar@24 per diluted share, compared to GAAP netrime of $5.7 million
or $0.09 per share, for the second quarter of 2B@5GAAP net income of $4.4 million, or $0.07 péuted share, for the first quarter of
2006. GAAP net income for 2006 is a fully taxed tnemwhile 2005 was not. On a pretax basithe second quarter profit was an all-time
record.

1 The Company had previously recorded proceeds fades ©f previously viewed DVDs and the related od$2VDs sales as Sales
revenue and Cost of sales revenue, respectively Cidmpany now records the net gain on sales of DA4s separate line item on the
income statement. In the second quarter of 200€s $@m previously viewed DVDs was $2.8 milliomnepared to $0.5 million in the
second quarter of 2005 and compared to $2.5 miifiche first quarter of 2006. The cost of salesrries for the second quarter of
2006 was $1.8 million, compared to $0.4 milliortle second quarter of 2005 and compared to $1libbmih the first quarter of 200t

2 Pretax income is defined as income before incomestas shown on the Company’s Statement of Opasatihich line item includes
stocl-based compensation exper



Non-GAAP net incomevas $18.7 million, or $0.27 per diluted share,tf@ second quarter of 2006, compared to non-GAAmieme of
$9.1 million, or $0.14 per share, for the secondrtpr of 2005 and non-GAAP net income of $6.4 wmiljior $0.10 per diluted share, for the
first quarter of 2006.

Non-GAAP net income equals net income on a GAAP hasisre stock-based compensation expense, neted.tax

Gross margirifor the second quarter of 2006 was 37.1 percempaned to 28.2 percent for the second quarter @5 2d 33.8 percent for
the first quarter of 2006.

Stockbased compensatiorin accordance with SEC Staff Accounting Bullgtia. 107, stock-based compensation is no longeepted as a
separate line item on our income statement. Stasledh compensation is now presented in the sanmedmeash compensation paid to the
same individuals. Stock-based compensation recedriizprior periods has been reclassified to canfaith the presentation in the current
period. In the second quarter, the charge relatetbk-based compensation was $3.1 million, coethtr $3.4 million in the second quarter
of 2005 and compared to $3.3 million in the firgager of 2006.

Free cash flowtfor the second quarter of 2006 was positive $515anj compared to positive $1.8 million in the sad quarter of 2005 and
positive $11.7 million for the first quarter of 2800

Cash provided by operating activities for the selcguarter of 2006 was $46.3 million, compared t6.$3nillion for the second quarter of
2005 and $57.6 million for the first quarter of 800

Subscriber acquisition cofor the second quarter of 2006 was $43.95 per grolsscriber addition, compared to $38.13 for theesperiod
of 2005 and $38.47 for the first quarter of 2006.

Churnéfor the second quarter of 2006 was 4.3 percentpenet to 4.7 percent for the second quarter of 20@54.1 percent for the first
quarter of 2006. Churn includes free subscribemsedkas paying subscribers who elect not to retteir monthly subscription service during
the quarter.

SubscribersNetflix ended the second quarter of 2006 with agipnately 5,169,000 total subscribers, represeridgercent year-over-year
growth from 3,196,000 total subscribers at the @nithe second quarter of 2005 and 6 percent seiglignbwth from 4,866,000 subscribers
the end of the first quarter of 2006.

Net subscriber additions in the quarter were 308,860mpared to 178,000 for the same period of 20@b5687,000 for the first quarter
2006.

During the quarter Netflix acquired 1,070,000 grssbscriber additions, representing 51 percentgear-year growth from 707,000 gross
subscriber additions in the second quarter of 200522 percent quarter-over-quarter decline fra3@ 2,000 gross subscriber additions in the
first quarter of 2006.

Of the 5,169,000 total subscribers at quarter 8fgyercent, or 5,017,000, were paid subscribers.other 3 percent, or 152,000, were free
subscribers. Paid subscribers represented 97 pearfceral subscribers at the end of the secondtguaf 2005 and the first quarter of 2006.

3 Gross margin is defined as revenue less cost aicsipion and fulfillment expense. The Company healiously recorded fulfillment
expense as an operating expel

4 Free cash flow is defined as cash provided by dipgractivities less cash used in investing adgésgiexcluding purchases and sales of
shor-term investments

5 Subscriber acquisition cost is defined as the totlketing expense, which includes stock-based eosgtion for marketing personnel,
on the Compar’s Statement of Operations divided by total grofseiiber additions during the quart

6 Churn is defined as customer cancellations in trextgr divided by the sum of beginning subscrilaers gross subscriber additions,
divided by three month:



Business Outlook
The Company’s performance expectations for the third fourth quarters of 2006 and full-year 20@6as follows:

Third-Quarter 2006

. Ending subscribers of 5.5 million to 5.7 milli
. Revenue of $249 million to $254 millic

. GAAP net income of $5 million to $10 millic

Fourth-Quarter 2006

. Ending subscribers of at least 6.3 milli

. Revenue of $267 million to $272 millic

. GAAP net income of $3.8 million to $8.8 millic

Full-Year 2006

. Ending subscribers of at least 6.3 milli

. Revenue of at least $980 millit

. GAAP net income of $30 million to $35 millic

Float and Trading Plans

The Company estimates the public float at approtetgeb4,880,404 shares as of June 30, 2006, ugdcept from 49,500,883 shares as of
March 31, 2006, based on registered shares halidat name with the Depository Trust and Clea@ogporation. From time to time
executive officers of Netflix may elect to buy @llsstock in Netflix. All open market sales are raguirsuant to the terms of 10b5-1 Trading
Plans approved by the Company and generally adoytéelss than three months prior to the first déiteale under such plan.

Earnings Call

The Netflix earnings call will be webcast todaypa20 p.m. Eastern Time / 2:00 p.m. Pacific Time] eray be accessed at
http://ir.netflix.com. Following the conclusion of the webcast, a remlathe call will be available via Netflix's websit
http://ir.netflix.com. For those without access to the Internet, a yeplahe call will be available from approximatéy00 p.m. Pacific Time
on July 24, 2006 through July 30, 2006. To listea teplay, call (719) 457-0820, access code 497536

Use of Non-GAAP Measures

Management believes that non-GAAP net income isedull measure of operating performance becauselitéges the non-cash impact of
stock option accounting, and, where specified, & the benefit of the realized tax assets. litiaddmanagement believes that free cash
flow is a useful measure of liquidity because itledes the non-operational cash flows from purchasel sales of shottrm investments ar
cash flows from financing activities. However, thaon-GAAP measures should be considered in additionot as a substitute for or
superior to, net income and net cash provided lgyaimg activities, or other financial measuregppred in accordance with GAAP. A
reconciliation to the GAAP equivalents of these #&@hAP measures is contained in tabular form oratiteéched unaudited financial
statements



About Netflix

Netflix (Nasdaq: NFLX) is the wor’s largest online movie rental service, providingrethan five million subscribers access to ove060
DVD titles. The company offers a variety of subgtian plans, starting at $5.99 a month. There ardue dates, no late fees and no shipping
fees. DVDs are delivered for free by the USPS fregional shipping centers located throughout thiddrStates. Netflix can reach more
than 90 percent of its subscribers with generally business-day delivery. Netflix offers persoralimovie recommendations to its members
and has more than one billion movie ratings. Netlso allows members to share and recommend mtvi@se another through its Friends
SMfeature. For more information, visit www.netflixioa

Forward-Looking Statements

This press release contains certain forwlanking statements within the meaning of the febleeaurities laws, including statements regar
our subscriber growth, revenue and GAAP net inctoméhe third and fourth quarters of 2006 as welsabscriber growth, revenue and
GAAP net income for the full-year 2006. The forwdodking statements in this release are subjedsks and uncertainties that could cause
actual results and events to differ, including hwitt limitation: impacts arising out of competitjaur ability to manage our growth, in
particular, managing our subscriber acquisitiort esswell as the mix between revenue sharing tittekstitles not subject to revenue sharing
that are delivered to our subscribers; our abibitattract new subscribers and retain existing @illiesrs; changes in pricing, availability and
effectiveness related to our advertising; fluctoiagiin consumer usage of our service, customedspgion DVDs and related products;
disruption in service on our website or with oumguter systems; deterioration of the U.S. econonmgoaditions specific to online
commerce or the filmed entertainment industry; dmuks that effect our delivery through the U.SsRd Service, including regulatory
changes and increases in first class postageasesan the costs of acquiring DVDs; and, widesposssumer adoption of different modes
of viewing in-home filmed entertainment. A detaildidcussion of these and other risks and unceigaittiat could cause actual results and
events to differ materially from such forward-longistatements is included in our filings with thexc@rities and Exchange Commission,
including our Annual Report on Form 10-K filed witthe Securities and Exchange Commission on Mar¢cR0®6. We undertake no
obligation to update forwa-looking statements to reflect events or circumstaraccurring after the date of this press rele



Netflix, Inc.

Consolidated Statements of Operations

(unaudited)

(in thousands, except per share data)

Revenue:!
Cost of revenues
Subscriptior
Fulfillment expenses
Total cost of revenue
Gross profit
Operating expense

Technology and developmen

Marketing *
General and administrative
Gain on disposal of DVD
Total operating expens
Operating income (los!
Other income (expense
Interest and other incon
Interest and other expen
Income (loss) before income tax
Provision for income taxe
Net income (loss
Net income (loss) per shal

Basic
Diluted

Weighted average common shares outstani

Basic
Diluted

Amortization of stock-based compensation includechi expense line items:

Fulfillment

Technology and developme
Marketing

General and administrati

Reconciliation of Nor-GAAP Financial Measures

(Unaudited)

Non-GAAP net income reconciliation:

Net income (loss
Add back:
Stocl-based compensatic

Income tax effect of sto-based compensatic

Non-GAAP net income

Non-GAAP net income per shar
Basic
Diluted

Weighted average common shares outstani

Basic
Diluted

Three Months Ended

Six Months Ended

June 30,
2005

March 31,
2006

June 30,
2006

June 30,
2005

June 30,
2006

$164,02° $224,12¢ $239,35. $316,47. $463,47"

99,957 126,22( 128,60! 193,94! 254,82
17,89: 22,04¢ 21,97¢ 35027  44,01¢
117,84 148,26 150,57¢ 228,97( 298 84
46,17¢ 75,867 88,77: 87,50: 164,63
8,646  11,20¢ 12,041 17,21¢  23,24¢
26,95¢ 52,96¢ 47,03, 63,50  99,99¢
6,23: 829  7,17¢ 12,927  15,46¢
(116) (1,387 (964  (811)  (2,35)
41,72¢ 71,07¢ 6528: 92,83; 136,36
4,45. 478 2348t (5329 28,27
1,246  2,45;  3,69¢ 2297  6,15(
©) — — (41) —
5697  7,23¢ 27,18¢ (3,079 34,42
13 2,83 10,38; 57 13,21
$ 568/ $ 440/ $ 16,79¢ $ (3,130 $ 21,20
$ 11$ 08$ 2¢$ (0% .37
$ 0 $ 07$ 24% (06$ .31
53,19 55,21 58,38! 53,00  56,80¢
64,59 66,45¢ 69,17° 53,00 67,81
$ 33 % 260 $ 225§ 773 $ 482
1,13¢ 96t 867 2,546 1,83
621 554 52¢ 1,367 1,08
1,33 1,531 1,466 3,01  2,99¢

$ 342° $ 331C $ 3,08 $ 7,70 $ 6,397

$ 568 $ 440/ $ 16,79¢ $ (3,130 $ 21,20:

3,42:  3731C 3,08 7,70 6,39
— (1,294 (1,179 — (2,479

$ 9107 $ 642( $18707 $ 457: $ 2512

$ 17$ 128$ 32$ 098$ .44

$ 14$%$ 1C$ 27$ 07 $ .37
53,19 55,21 58,38! 53,00  56,80¢
64,59 66,45¢ 69,17° 64,12; 67,81

* Stock-based compensation recognized in the thnelesix months ended June 30, 2005 has been medhrsthis expense line to conform

with the current period presentatic



Netflix, Inc.

Consolidated Balance Sheets

(unaudited)

(in thousands, except share and par value data)

Assets
Current asset:
Cash and cash equivalel
Prepaid expenst
Prepaid revenue sharing expen
Deferred tax asse
Other current asse
Total current asse
DVD library, net
Intangible assets, n
Property and equipment, r
Deposits
Deferred tax asse
Other asset
Total asset

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu
Total current liabilities
Deferred ren
Total liabilities
Stockholder' equity:

Common stock, $0.001 par value; 160,000,000 steartwrized at December 31, 2005 and June 30,
54,755,731 and 67,936,774 issued and outstandibg@mber 31, 2005 and June 30, 2006,

respectively
Additional paic-in capital
Accumulated defici
Total stockholder equity
Total liabilities and stockholde’ equity

As of
December 31

June 30,

2005 2006
$ 212,25t $341,70:
7,84¢ 5,95¢
5,252 6,05~
13,66¢ 6,94:
4,66¢ 9,54t
243,69: 370,20:
57,03: 79,03(
457 1,01¢
40,21: 41,607
1,24¢ 1,13¢
21,23¢ 18,78¢
80C 1,13(
$ 364,68: $512,91:
$ 63,49 $ 70,78t
25,56: 25,99:
48,53: 49,02¢
137,58 145,80t
842 1,031
138,42¢ 146,83°
55 68
315,86¢ 434,47
(89,677 (68,466
226,25. 366,07
$ 364,68: $512,91:




Netflix, Inc.

Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

Three Months Ended

Six Months Ended

June 30,
2005

March 31,
2006

June 30,
2006

June 30,
2005

June 30,
2006

Cash flows from operating activities:
Net income (loss

Adjustments to reconcile net income to net caskigeal by operating

activities:
Depreciation of property and equipmi
Amortization of DVD library
Amortization of intangible asse
Stocl-based compensation expel

Excess tax benefits from stc-based compensatic

Loss on disposal of property and equiprr
Gain on disposal of DVD

Noncash interest expen

Deferred taxe

Changes in operating assets and liabilii

Prepaid expenses and other current a:

Accounts payabl
Accrued expense
Deferred revenu
Deferred ren

Net cash provided by operating activit

Cash flows from investing activities:
Purchases of property and equipm
Acquisition of intangible ass:
Acquisitions of DVD library
Proceeds from sale of DVL
Proceeds from disposal of property and equipr
Deposits and other assi

Net cash used in investing activit|

Cash flows from financing activities:
Proceeds from issuance of common si

Excess tax benefits from stc-based compensatic
Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Non-GAAP free cash flow reconciliation:
Net cash provided by operating activit
Purchases of property and equipm
Acquisition of intangible ass:
Acquisitions of DVD library
Proceeds from sale of DVL
Proceeds from disposal of property and equipr
Deposits and other assi

Non-GAAP free cash flow

$ 568 $ 4,404 $ 16,79¢ $ (3,13() $ 21,20¢

2,15¢ 3,60¢ 3,85¢ 4,094 7,46:
25,55; 27,28: 31,91( 47,55¢ 59,19

38C 12 11 834 23
3,42 3731C 3,08 7,70 6,39
— (690) (2,910 — (3,600)
(23) (23)

(205) (2,049 (2,029 (1,337 (4,075
— — — 11
— 2,05¢  7,11¢ — 9,17¢

(3,219  2,30¢ (6,09) 145  (3,78))
3,57¢ 14508 (7,211  6,43€ 7,29

(1,979  3,43¢ 59C 571  4,02¢
1,03¢ (608)  1,10¢ 1,561 49€
92 70 11¢ 185 18¢

36,49 57,62:  46,34¢ 65,937 103,97:

(593) (3,489 (5,379 (12,776  (8,85))
— — (58E) — (58E)
(29,21 (44,676 (37,669 (62,259 (82,34%)
47C 2,481  275: 2,16/ 523«

— 23 — — 23

22 (297) 74 (155 (219
(34,65) (45,947 (40,800 (73,029 (86,74

3,31 3,144 105,47¢ 3,67¢ 108,62:

— 69C 2,91C (79 3,60(
3,318 3,83¢ 108,38t 3,59¢ 112,22:
5,15(C 15,50¢ 113,93 (3,489 129,44t
165,82, 212,25t 227,76! 174,46. 212,25¢
$170,97: $227,76' $341,70. $170,97. $341,70:

$ 36,49 $ 57,62: $ 46,34¢ $ 65,937 $103,97:
(593) (3,48) (5,379 (12,776  (8,85))
— — (58E) — (58E)
(29,21 (44,676 (37,669 (62,259 (82,34%)
47C 2,481  275¢ 2,16/ 523«

— 23 — — 23

22 (297) 74 (155 (219

$ 1837 $ 1167 $ 554¢ $ (7,089 $ 17,22




Netflix, Inc.
Consolidated Other data
(unaudited)

(in thousands, except percentages and subscrifaiséon cost)

Subscriber information:
Subscribers: beginning of peri
Gross subscribers additions: during pel
Gross subscriber additions y-to-year chang:

Gross subscriber additions qua-to-quarter sequential chan

Less subscriber cancellations : during pe

Subscribers: end of peric

Subscribers ye-to-year chang:

Subscribers quart-to-quarter sequential chan
Free subscribers: end of peri

Free subscribers as percentage of ending subst
Paid subscribers: end of peri

Paid subscribers ye-to-year chang:

Paid subscribers quar-to-quarter sequential chan
Churn
Subscriber acquisition co- Consolidatec
Margins:

Gross margir

Operating margil

Net margin
Expenses as percentage of revenue

Technology and developme

Marketing

General and administratiy

Gain on disposal of DVD

Total operating expens

Year-to-year change:

Total revenue

Fulfillment

Technology and developme

Marketing

General and administrati\

Gain on disposal of DVD

Total operating expens

As of / Three Months Ended

June 30 March 31,
2005 2006
3,01¢ 4,17¢

707 1,371
21.2% 45.7%
(25.2%) 19.1%
(529) (690)
3,19¢ 4,86¢
52.1% 61.2%
5.€% 16.4%
87 132
2.71% 2.1%
3,10¢ 4,73¢
53.6% 64.(%
7.7% 17.€%
4.7% 4.1%
$38.1: $ 38.4%
28.2% 33.&%
2.8% 2.1%
3.5% 2.(%
5.3% 5.C%
16.4% 23.6%
3.8% 3.7%
(0.1)% (0.6)%
25.2% 31.7%
37.(% 47.(%
20.€% 28.1%
15.(% 30.6%
28.(% 44.%
38.5% 24.(%
(72.6%) 99.€%
27.8% 39.1%

June 30

2006

4,86¢
1,07
51.5%
(22.29%)
(767)
5,16¢
61.7%
6.2%
152
2.9%
5,017
61.2%
6.0%
4.3%
$43.9¢

37.1%
9.8%
7.C%

5.0%
19.6%
3.0%

(0.9%
27.%%

45.%
22.&%
39.2%
74.5%
15.1%
731.(%
56.5%



