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NETFLIX, INC.

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

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012

Revenues $ 1,105,990 $ 905,08 $ 3,199,33 $ 2,664,04.

Cost of revenues 791,01¢ 662,63¢ 2,271,40 1,929,99

Marketing 116,10¢ 108,44¢ 367,04« 352,34(

Technology and development 95,54( 82,52 280,64: 246,86¢

General and administrative 46,21 35,345 134,18: 104,48:
Operating income 57,12( 16,13¢ 146,05¢ 30,35¢
Other income (expense):

Interest expense (7,436 (4,990 (21,709 (14,970

Interest and other income (expense) (299 801 (2,156 192

Loss on extinguishment of debt — — (25,129 —
Income before income taxes 49,49. 11,94¢ 97,07( 15,57¢
Provision for income taxes 17,66¢ 4,271 33,08¢ 6,321
Net income $ 31,820 $ 7675 $ 6398. $ 9,25¢
Earnings per share:

Basic $ 054 $ 014 $ 1.11 $ 0.17

Diluted $ 05z $ 0.1z $ 1.06 $ 0.1¢€
Weighted average common shares outstanding:

Basic 59,10¢ 55,54: 57,76¢ 55,50¢

Diluted 60,99( 58,72¢ 60,57¢ 58,82¢

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

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

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012
Net income $ 31,820 $ 7675 $ 6398. $ 9,25¢
Other comprehensive income (loss):
Foreign currency translation adjustments 2,40¢ 1,08¢ 15C 1,12¢
Change in unrealized gains (losses) on availabledte securities, net of tax
of $515, $604, $(936), and $736, respectively 82t 961 (1,499 1,172
Total other comprehensive income (loss) 3,23¢ 2,04t (1,349 2,30(

Comprehensive income $ 3505t $ 9,72 $ 62,637 $ 11,55t

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

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

Three Months Ended Nine Months Ended

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cashigeal by (used in) operating

activities:
Additions to streaming content library
Change in streaming content liabilities
Amortization of streaming content library
Amortization of DVD content library
Depreciation and amortization of property, equipt@erd intangibles
Stock-based compensation expense
Excess tax benefits from stock-based compensation
Other non-cash items
Loss on extinguishment of debt
Deferred taxes
Changes in operating assets and liabilities:
Prepaid content
Other current assets
Accounts payable
Accrued expenses
Deferred revenue
Other non-current assets and liabilities
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Acquisitions of DVD content library
Purchases of property and equipment
Other assets
Purchases of short-term investments
Proceeds from sale of short-term investments
Proceeds from maturities of short-term investments
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from issuance of common stock
Proceeds from issuance of debt
Issuance costs
Redemption of debt
Excess tax benefits from stock-based compensation
Principal payments of lease financing obligations
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and casyatnts
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

September 30, September 30, September 30, September 30,
2013 2012 2013 2012
$ 31,82: % 7,678 % 63,98: $ 9,25¢
(878,319 (744,71 (2,063,70) (1,883,85)
310,19: 274,19¢ 327,17" 631,80:
553,39« 410,94 1,549,38 1,126,68!
17,54¢ 13,13: 53,49 49,48
11,45: 11,12¢ 35,52¢ 33,50¢
18,47" 18,47 54,17¢ 56,25«
(20,49)) (117 (52,479 (4,173
1,994 (2,07¢) 4,93: (5,17¢)
— — 25,12¢ —
(2,424 (15,60¢) (11,217 (26,449
1,54% 15,35¢ 29,40° 22,85t
8,37¢ (3,476 8,54¢ 18¢
(5,877) (9,727) 6,00 (11,169
(11,45) 15,29¢ (5,089 23,93
9,252 2,35¢€ 26,35 6,35(
(20,79) 4,22¢ 4,76( 6,112
34,691 (2,925 56,38¢ 35,59
(15,47)) (8,58¢) (50,68) (30,12¢)
(20,829 (20,809 (31,039 (18,939
(1,329 1,85i 3,80¢ 6,32
(116,119 (67,779 (497,789 (430,549
81,18¢ 52,17: 196,39: 272,68l
48,89( 2,69¢ 58,72( 23,68¢
(13,669) (30,449 (320,59() (176,92()
25,56: 31¢ 93,55 2,06¢€
— — 500,00( —
— — (9,419 (759)
— — (219,36)) —
20,49:. 111 52,47t 4,17:
(25¢) (587) (91€) (1,729
45,79¢ (15¢) 416,33t 3,751
1,55¢ 1,57¢ (3,367 (183)
68,37¢ (31,959 148,76! (137,75
370,67t 402,25: 290,29: 508,05:
$ 439,05¢ $ 370,29t $ 439,05t $ 370,29

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

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

As of
September 30, December 31,
2013 2012
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 439,05t $ 290,29:
Short-term investments 695,93: 457,78
Current content library, net 1,577,51. 1,368,16.
Prepaid content 30,52: 59,92¢
Other current assets 106,25! 64,62:
Total current assets 2,849,27 2,240,79.
Non-current content library, net 1,808,38 1,506,00:
Property and equipment, net 127,26 131,68:
Other non-current assets 116,39° 89,41(
Total assets $ 4,901,32! $ 3,967,891
Liabilities and Stockholders’ Equity
Current liabilities:
Current content liabilities $ 1,591,98 $ 1,366,84
Accounts payable 100,89¢ 86,46¢
Accrued expenses 46,43 53,13¢
Deferred revenue 195,82: 169,47.
Total current liabilities 1,935,13! 1,675,92
Non-current content liabilities 1,179,05! 1,076,62.
Long-term debt 500,00 200,00t
Long-term debt due to related party — 200,00(
Other non-current liabilities 82,76¢ 70,66¢
Total liabilities 3,696,95! 3,223,21
Commitments and contingencies (Note 10)
Stockholders’ equity:
Common stock, $0.001 par value; 160,000,000 steardwrized at September 30, 2013 and
December 31, 2012; 59,257,798 and 55,587,167 issu@dutstanding at September 30, 20
and December 31, 2012, respectively 59 56
Additional paid-in capital 698,67 301,61t
Accumulated other comprehensive income 1,57C 2,91¢
Retained earnings 504,06 440,08:
Total stockholders’ equity 1,204,37! 744,67:
Total liabilities and stockholders’ equity $ 4,901,32! $ 3,967,891

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

Notes to Consolidated Financial Statements
(unaudited)

1. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying consolidated interim financialesteents of Netflix, Inc. and its wholly owned subatries (the “Company”) have
been prepared in conformity with accounting pritespgenerally accepted in the United States (“U).&1 are consistent in all material
respects with those applied in the Company’s AniRegort on Form 10-K for the year ended DecembeR@12filed with the Securities ar
Exchange Commission (the “SEC”) on February 1, 20h@ preparation of consolidated financial stateimién conformity with U.S.
generally accepted accounting principles (“GAAREuires management to make estimates and judgthenisffect the amounts reported in
the consolidated financial statements and acconipgmptes. Significant items subject to such esmand assumptions include the
amortization policy for the streaming content litysethe recognition and measurement of income et and liabilities; and the valuation of
stock-based compensation. The Company basesiitsagss on historical experience and on variousr@bhsumptions that the Company
believes to be reasonable under the circumstafitea.regular basis, we evaluate our assumptiodgnjents and estimates. Actual results
may differ from these estimates.

The interim financial information is unaudited, laflects all normal recurring adjustments that arehe opinion of management,
necessary to fairly present the information setfberein. The interim financial statements shdiddead in conjunction with the audited
financial statements and related notes includédérCompany’s Annual Report on Form 10-K for tharyended December 31, 201terim
results are not necessarily indicative of the tsdok a full year.

The Company is organized into three operating seggn®omestic streaming, International streamindj @omestic DVD. The
Company’s revenues are derived from monthly menfijefees.

There have been no material changes in the Compaignificant accounting policies as compared #osilgnificant accounting policies
described in the Company’s Annual Report on ForaKX0r the year ended December 31, 2012 .

2. Reclassifications and Changes in Estimates

Certain prior period amounts have been reclassifiesnform to the current period presentatiorhin€onsolidated Statements of
Operations. Payroll and related expenses of $4l®mand $15.0 million for the three and nine mwnended September 30, 2012,
respectively, associated with corporate marketerggnnel, previously classified in "Marketing" dretConsolidated Statements of
Operations, have been reclassified as "Generahdmihistrative." Historically these costs were sabBally recorded in the Domestic
streaming segment and impacted segment contribptfit. Management and the Company's chief opggadiecision maker consider such
employee costs to be global corporate costs rétlaermarketing costs directly attributable to tagraent and as such are not indicative of
given segment's performance. Accordingly, suchsclaate been reclassified as "General and admitivgttaxpenses which are not a
component of contribution profit. There was no i@ operating income in any period.

Certain prior period amounts in the Consolidateatéhents of Cash Flows have been revised to clyr@etsent changes in accounts
payable related to purchases of fixed assets.Heathtee and nine months ended September 30, &1 million and $3.4 million increase
in accounts payable has been reclassified fromhaisess of fixed assets in "Net cash used in invgsiitivities" to changes in accounts
payable in "Net cash provided by (used in) opegadictivities." There was no impact to the ConsdéideStatements of Operations or
Consolidated Balance Sheets.

The Company had a change in estimate that is teflén the consolidated financial statements fertttree months ended Septembel
2013. When the Company started with original contdse Company did not have specific data abowvivig patterns over time for content
that premieres on Netflix. Based on experience witier similar television series and initial estiesaof viewing patterns, the Company
amortized this type of content on a straight-liasib over the shorter of four years or the licgres#@d. If a subsequent season is added, the
remaining amortization period is extended by a y€arrent estimates of viewing patterns indicas# thewing in the first few months is
significantly higher, relative to the remaining amimation period, than previously estimated. Agsult, in the third quarter of 2013, the
Company began amortizing this type of content oaaelerated basis over the amortization period. &ifect of this change in estimate was
a $20.2 million decrease in contribution profit fbe Domestic streaming segment and a $6.5 milliorease in contribution loss for the
International streaming segment for the three and months ended September 30, 2013. The effexgdoating income and net income is a
decrease of $26.7 million and $16.7 million , respely, for the three and nine months ended Sep#zrB0, 2013. The effect to basic
earnings per share and diluted earnings per shaseawlecrease of $0.28 and $0.27 , respectivelthéahree months ended September 30,
2013 and a decrease of $0.29 and $0.27 , resplgdiivehe nine months ended September 30, 2018.€fect of this change in estimate
relates primarily to titles that first premiered Netflix in the first and second quarters of 2013.
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3. Earnings Per Share

Basic earnings per share is computed using thehtexigaverage number of outstanding shares of constoai during the period.
Diluted earnings per share is computed using thighted-average number of outstanding shares of aamstock and, when dilutive,
potential common shares outstanding during thedeRotential common shares consist of sharesliksuaon the assumed conversion of
Company'’s Senior Convertible Notes (prior to thevarsion of such notes) and incremental sharealdswpon the assumed exercise of
stock options. The computation of earnings peresitas follows:

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012

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

Net income $ 31,82: $ 7678 $ 6398, $ 9,25t

Shares used in computation:

Weighted-average common shares outstanding 59,10¢ 55,54 57,76¢ 55,50¢
Basic earnings per share $ 054 $ 014 $ 111 $ 0.17

Diluted earnings per share:

Net income $ 31,820 % 7,678 $ 6398. $ 9,25¢
Senior Convertible Notes interest expense, nedof t — 49 49 14€
Numerator for diluted earnings per share $ 31,820 $ 7,72¢ % 64,03. $ 9,401
Shares used in computation:

Weighted-average common shares outstanding 59,10¢ 55,54 57,76¢ 55,50¢

Senior Convertible Notes shares — 2,331 95¢€ 2,331

Employee stock options 1,882 857 1,85: 99C
Weighted-average number of shares 60,99( 58,72¢ 60,57¢ 58,82¢
Diluted earnings per share $ 05z $ 0.1t $ 1.06 $ 0.1¢

Employee stock options with exercise prices grethai@n the average market price of the common steek excluded from the diluted
calculation as their inclusion would have been-diititive. The following table summarizes the pdieihcommon shares excluded from the
diluted calculation:

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012

(in thousands)
Employee stock options 12 1,782 26C 1,19¢

4. Short-term Investments

The Company’s investment policy is consistent wlith definition of available-for-sale securities.el@ompany does not buy and hold
securities principally for the purpose of sellilgtn in the near future. The Company’s policy isuked on the preservation of capital,
liquidity and return. From time to time, the Companay sell certain securities but the objectivesganerally not to generate profits on short-
term differences in price. The following table suarimes, by major security type, the Company’s asthett are measured at fair value on a
recurring basis and are categorized using thes&ire hierarchy:
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As of September 30, 2013

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)

Cash $ 420,23" $ — 3 — $ 420,23
Level 1 securities:
Money market funds 24,02« — — 24,024
Level 2 securities:
Corporate debt securities 324,42 97t (78¢) 324,60
Government and agency securities 163,61( 352 (18) 163,94«
Asset and mortgage-backed securities 207,85: 28¢ (762) 207,37¢
Total (1) $1,140,14. $ 1,61t $ (1,569 $1,140,19
As of December 31, 2012
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(in thousands)

Cash $ 284,66: $ — 3 — $ 284,66:
Level 1 securities:
Money market funds 10,50¢( — — 10,50(
Level 2 securities:
Corporate debt securities 150,32. 1,60¢ (32 151,89!
Government and agency securities 166,64: 28t — 166,92
Asset and mortgage-backed securities 138,34( 75C (12%) 138,96!
Total (2) $ 750,46t $ 2,64 $ (157 $ 752,94
(1) Includes $439.1 million that is included irshaand cash equivalents, $695.9 million includeshiart-term investments and $5.2
million of restricted cash that is included in athen-current assets related to workers compemsegposits.
(2) Includes $290.3 million that is included irsbaand cash equivalents, $457.8 million includeshiort-term investments and $4.8

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

Fair value is a market-based measurement thatésrdimed based on the assumptions that marketijpanits would use in pricing an
asset or liability. The hierarchy level assigne@ach security in the Company’s available-for-galefolio and cash equivalents is based on
its assessment of the transparency and reliabilitiie inputs used in the valuation of such insentrat the measurement date. The fair value
of available-for-sale securities and cash equitalartiuded in the Level 1 category is based ortefliprices that are readily and regularly
available in an active market. The fair value oditable-forsale securities included in the Level 2 categotyaised on observable inputs, s
as quoted prices for similar assets at the measuredate; quoted prices in markets that are notegair other inputs that are observable,
either directly or indirectly. These values wer¢aited from an independent pricing service and weeduated using pricing models that v
by asset class and may incorporate available tladend other market information and price quétes well-established independent
pricing vendors and broker-dealers. The Compangsgalures include controls to ensure that apprapféar values are recorded, such as
comparing prices obtained from multiple independentrces. See Note 6 to the consolidated finastas&ments for further information
regarding the fair value of the Company’s debtrinsients.

Because the Company does not intend to sell thestments that are in a material unrealized losgigposnd it is not likely that the
Company will be required to sell any investment®teerecovery of their amortized cost basis, thenGany does not consider those
investments with an unrealized loss to be othen-teaporarily impaired at September 30, 2013 . &legre no investments in a material
unrealized loss position as of September 30, 203 0ember 31, 2012, respectively. There were nietiahother-than-temporary
impairments or credit losses related to availableshle securities in the three and nine montheeiStptember 30, 2013 and 2012 . In
addition, there were no material gross realizedgar losses in the three and nine months endeté@bpr 30, 2013 and 2012 .
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The estimated fair value of short-term investmémytsontractual maturity as of September 30, 20EZifollows:

(in thousands)

Due within one year $ 128,50t
Due after one year and through 5 years 519,44¢
Due after 5 years and through 10 years 4,01¢
Due after 10 years 43,96¢

Total short-term investments $ 695,93:

5. Balance Sheet Components
Content Library

Content library consisted of the following:

As of
September 30, December 31,
2013 2012
(in thousands)
Total content library, gross $ 595148 $ 5,001,52
Accumulated amortization (2,565,58) (2,127,359
Total content library, net 3,385,90 2,874,171
Current content library, net 1,577,51. 1,368,16:
Non-current content library, net $ 1,80838 $ 1,506,00i
Property and Equipment, Net
Property and equipment and accumulated depreciatinsisted of the following:
As of
September 30, December 31,
2013 2012
(in thousands)

Computer equipment 3 year$ 87,960 $ 84,19:¢
Operations and other equipment 5 year: 98,53¢ 100,20°
Software 3 year: 39,24 39,07:
Furniture and fixtures 3 year: 20,59 18,20¢
Building 30 year: 40,68: 40,68:
Leasehold improvements Over life of leas 49,68: 45,39:
Capital work-in-progress 7,71¢ 8,28
Property and equipment, gross 344,41¢ 336,03
Less: Accumulated depreciation (217,159 (204,356
Property and equipment, net $ 127,260 $ 131,68

6. Long-term Debt
Senior Convertible Notes

In November 2011, the Company issued $200.0 mibiggregate principal amount of zero coupon Sendon€rtible Notes due on
December 1, 2018 (the “Convertible Notes”) in avate placement offering to TCV VII, L.P., TCV VIIJAL.P. and TCV Member Fund, L.P.
A general partner of these funds also serves oftlmepany’s Board of Directors, and as such, thgaisse of the notes was considered a
related party transaction. At any time following W28, 2012, the Company could have elected to cngseonversion of the Convertible
Notes into shares of the Comp’s common stock when specified conditions weres§iatl, including that the daily volume weighted eage
price of the Company’s common stock was equal reater than $111.54 for at least 50 trading daysg a 65 trading day period prior to



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

Senior Notes

In February 2013, the Company issued $500.0 mibiggregate principal amount of 5.375% Senior Ndtes2021 (the " 5.375%
Notes"). The5.375% Notes were issued at par and are seniocuresktobligations of the Company. Interest is pyabmi-annually at a rate
of 5.375% per annum on February 1 and August Bofi gear, commencing on August 1, 2013. The 5.3W6%s are repayable in whole or
in part upon the occurrence of a change of cordtdhe option of the holders, at a purchase pniaash equal to 101% of the principal plus
accrued interest. The Company may redeem the 5.3&®%s prior to maturity in whole or in part at@mount equal to the principal amount
thereof plus accrued and unpaid interest plus aemdiole payment equivalent to the present value ®f&maining interest payments throi
maturity.

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

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

Based on quoted market prices in less active mafketevel 2 input for this financial instrumerttje fair value of the 5.375% Notes as
of September 30, 2013 was approximately $496.3anill

7. Stockholders’ Equity

In April 2013, the Company issued 2.3 million stlsaoé common stock in connection with the conversibthe Convertible Notes. See
Note 6 to the consolidated financial statementdudher details

Preferred Stock

In 2012, the Company designated 1,000,000 shari¢s mfeferred stock with par value of $0.001 deare as Series A Patrticipating
Preferred Stock. The remaining 9,000,000 shargsedérred stock with par value of $0.0@&Iain undesignated. None of the preferred sl
were issued and outstanding at September 30, 2008eember 31, 2012.

Stock Option Plan

In June 2011, the Company adopted the 2011 St@ak Phe 2011 Stock Plan provides for the granhoémtive stock options to
employees and for the grant of non-statutory stqations, stock appreciation rights, restricted lstaed restricted stock units to employees,
directors and consultants. As of September 30, 2313 million shares were reserved for future tgamder the 2011 Stock Plan.

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



Options Outstanding

Weighted-
Average
Remaining
Shares Weighted- Contractual Term Aggregate
Available Number of Average Intrinsic Value
for Grant Shares Exercise Price (in Years) (in Thousands)
Balances as of December 31, 2012 4,049,03 457295 $ 71.3:
Granted (541,379 541,37¢ 184.7:
Exercised (1,339,57) 69.8¢
Balances as of September 30, 2013 3,507,65! 3,774,75! 88.12 6.37 $ 834,55
Vested and exercisable at September 30, 2013 3,774,75! 88.12 637 $ 834,55
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The aggregate intrinsic value in the table abopeesents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on the last trading day of the thirdrter of 2013 and the exercise price, multipliedt®y number of in-the-money options) that
would have been received by the option holdersdfiambtion holders exercised their options on Sayber 30, 2013 . This amount changes
based on the fair market value of the Company’srnomstock. The total intrinsic value of options mxged for the three months ended
September 30, 2013 and 2012 was $64.5 million & &illion , respectively. The total intrinsic wal of options exercised for the nine
months ended September 30, 2013 and 2012 was $t@Bdh and $13.2 million , respectively.

Cash received from option exercises for the threaths ended September 30, 2013 and 2012 was $26dhrand $0.3 million ,
respectively. Cash received from option exerciseshie nine months ended September 30, 2013 ar2l\284 $93.6 million and $2.1 million
respectively.

Stock-Based Compensation

Vested stock options granted before June 30, 2804e exercised up to three months following teatidm of employment. Vested
stock options granted after June 30, 2004 and éefanuary 1, 2007 can be exercised up to one gkawing termination of employment.
Vested stock options granted on or after Janua?pQ7 will remain exercisable for the full tgaar contractual term regardless of employr
status.

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

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012
Dividend yield —% —% —% —%
Expected volatility 51% 60% 51% -54% 60% -65%
Risk-free interest rate 2.55% 1.61% 15?;/%/' 126%)0&
Suboptimal exercise factor 2.437¢ 2.27 -3.6¢ 2.33-3.7¢ 2.26 -3.6¢

The Company bifurcates its option grants into twpyee groupings (executive and non-executivegthas exercise behavior and
considers several factors in determining the esérohexpected term for each group, including tis¢ohical option exercise behavior, the
terms and vesting periods of the options granted.

The weighted-average fair value of employee stgtloas granted during the three months ended Sdye80, 2013 and 2012 was
$136.78 and $32.57 per share, respectively. Thghtesil-average fair value of employee stock optgmasited during the nine months ended
September 30, 2013 and 2012 was $100.08 and $p2rsthare, respectively.

Stock-based compensation expense related to sptiaglans was $18.5 million for each of the thmeenths ended September 30,
2013 and 2012 . Stock-based compensation expelased¢o stock option plans was $54.2 million aB6.8 million for the nine months
ended September 30, 2013 and 2012 , respectivietytdkal income tax benefit recognized in the ine@tatement related to stock option
plans was $7.1 million for each of the three momthded September 30, 2013 and 2012 . The totaiadax benefit recognized in the
income statement related to stock option plans$28s8 million and $21.7 million for the nine mon#sded September 30, 2013 and 2012,
respectively.

8. Accumulated Other Comprehensive Income

The following tables summarize the changes in acdat®d balances of other comprehensive income)(loss of tax for the three and
nine months ended September 30, 2013:

Change in
unrealized gains or
available for sale

Foreign currency securities Total
(in thousands)

Balance as of June 30, 2013 $ (878 $ (786) $ (1,669
Other comprehensive income before reclassifications 2,40¢ 34C 2,74¢
Amounts reclassified from accumulated other comgmnsive income — 48% 48¢

Net increase in other comprehensive income 2,40¢ 82t 3,23¢

Balance as of September 30, 2013 $ 1531 $ 39 $ 1,57(




12




Table of Contents

Change in
unrealized gains or
available for sale

Foreign currency securities Total
(in thousands)

Balance as of December 31, 2012 $ 1,381 $ 153t $ 2,91¢
Other comprehensive income before reclassifications 15C (2,029 (1,879
Amounts reclassified from accumulated other comgmnsive income — 524 524

Net increase (decrease) in other comprehensivenaco 15C (1,499 (1,349

Balance as of September 30, 2013 $ 1531 % 39 % 1,57C

All amounts reclassified from accumulated other poghensive income were related to gains (losseayaitable-for-sale securities.
These reclassifications impacted "Interest andratfttome (expense)” on the Consolidated Statentdr@perations.

9. Income Taxes

The effective tax rates for each of the three meetided September 30, 2013 and 2012 was 36% .ffElotive tax rates for the nine
months ended September 30, 2013 and 2012 were B4%1&%6 , respectively. These rates differed froenfétleral statutory rate primarily
due to the Federal and California R&D tax credastiplly offset by state taxes and nondeductiblgemses. The decrease in the Company's
effective tax rate for the nine months ended Sepé&rB0, 2013 as compared to the nine months englgtgi@ber 30, 2012 was primarily due
to the retroactive reinstatement of the 2012 FeédR® credit in January 2013.

On January 2, 2013, the American Taxpayer Reli¢foh@012 (H.R. 8) was signed into law which retibeely extended the Federal
R&D credit from January 1, 2012 through December2BL3. As a result, the Company recognized theaetive benefit of the 2012 Federal
R&D credit of approximately $3.1 million as a dist item in the first quarter of 2013, the periodvhich the legislation was enacted.

Gross unrecognized tax benefits were $59.7 mitliod $43.3 million as of September 30, 2013 and Déee 31, 2012, respectively.
The gross unrecognized tax benefits, if recognigethe Company, will result in a reduction of appnaately $50.1 million to the provision
for income taxes thereby favorably impacting thenpany’s effective tax rate. The Company’s unrecogghitax benefits are classified as
“Other non-current liabilities” on the ConsolidatBdlance Sheets. The Company includes interespanalties related to unrecognized tax
benefits within the "Provision for income taxes"the Consolidated Statements of Operations. Aepfe3nber 30, 2013 , the total amount of
gross interest and penalties accrued was $3.7omilland is classified as “Other non-current litib8” on the Consolidated Balance Sheets.

Deferred tax assets include $11.4 million and $hiilion classified as “Other current assets” aB8.$ million and $56.9 million
classified as “Other non-current assets” on thesOhdated Balance Sheets as of September 30, 2@LBecember 31, 201 2Zespectively. I
evaluating its ability to realize the net defertax assets, the Company considered all availald@iy® and negative evidence, including its
past operating results and the forecast of futuaeket growth, forecasted earnings, future taxaitere, and prudent and feasible tax
planning strategies. As of September 30, 2013 asxkBber 31, 2012 , it was considered more likedy thot that substantially all deferred
tax assets would be realized, and no significahtateon allowance was recorded.

Income tax benefits attributable to the exercisernployee stock options of $19.7 million and $0illiom , during the three months
ended September 30, 2013 and 2012 , respectivelg mecorded directly to "Additional paid-in capitan the Consolidated Balance Sheets.
Income tax benefits attributable to the exercisernployee stock options of $51.1 million and $4ifiom , during the nine months ended
September 30, 2013 and 2012, respectively, wemded directly to "Additional paid-in capital" ¢ihe Consolidated Balance Sheets.

The Company files U.S. federal, state and foresgpréturns. The Company is currently under exantindty the IRS for the years 2008
through 2011. The year 2012 remains subject to axian by the IRS. The Company is also currentiger examination by the state of
California for the years 2006 and 2007. The ye8@¥hrough 2005, as well as 2008 through 2011aheisubject to examination by the st
of California.

Given the potential outcome of the current exanmmat as well as the impact of the current exarionatn the potential expiration of
the statute of limitations, it is reasonably poksthat the balance of unrecognized tax benefitddcsignificantly change within the next
twelve months. However, at this time, an estimétih® range of reasonably possible adjustmentsedoalance of unrecognized tax benefits
cannot be made.

10. Commitments and Contingencies
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Streaming Content

The Company had $6.5 billion and $5.6 billion ofigations at September 30, 2013 and December 3L, 2fespectively, including
agreements to license streaming content that represirrent or long-term liabilities or that are neflected on the Consolidated Balance
Sheets because they do not meet the content libesst recognition criteria. The license agreemtbatsare not reflected on the Consolidated
Balance Sheets do not meet the content librart assegnition criteria because either the fee iskmown or reasonably determinable for a
specific title or it is known but the title is npét available for streaming to members.

For those agreements with variable terms, the Cagngaes not estimate the total obligation beyondramimum quantities and/or
pricing as of the reporting date. For those agregsdat include renewal provisions that are salhe option of the content provider, the
Company includes the commitments associated wéhlighewal period to the extent such commitments$ibaed or a minimum amount is
specified.

The Company has entered into certain license agretsnthat include an unspecified or a maximum nurobétles that the Company
may or may not receive in the future and/or thalude pricing contingent upon certain variableghsas theatrical exhibition receipts for the
title. As of the reporting date, it is unknown winet the Company will receive access to these ftittaghat the ultimate price per title will be.
Accordingly, such amounts are not reflected indbemitments described below. However such amousts)gected to be significant and
the expected timing of payments could range frose than one year to more than five years.

The expected timing of payments for these agreesrterlicense streaming content that represent muorelong-term liabilities as well
as obligations not reflected on the ConsolidateldiBa® Sheets is as follows:

As of
September 30, December 31,
2013 2012
(in thousands)
Less than one year $ 2,766,559 $ 2,299,56
Due after one year and through 3 years  2,829,20. 2,715,29.
Due after 3 years and through 5 years 803,94 540,34¢
Due after 5 years 105,61: 78,48:

Total streaming content obligations $ 6,505,35 $ 5,633,68!

The Company has licenses with certain performights organizations (“PROs”"), and is currently ineal in negotiations with other
PROs, that hold certain rights to music "publicgrformed"” in connection with streaming content imémious territories. The Company
accrues for estimated royalties that are expecée due to PROs and adjusts these accruals basetd/@hanges in estimates. These
amounts are included in "Current content liabiitien the Company's Consolidated Balance Shedtse IEompany is unable to reach
mutually acceptable terms with the PROSs, it cowddme involved in litigation and/or could be enggirfrom delivering certain musical
compositions, which could adversely impact the Canyp Additionally, pending and ongoing litigatioativeen certain PROs and other third
parties in various territories could impact the amy's negotiations with PROs. The results of timegmtiations are uncertain and may be
materially different from management’s estimates.

Legal Proceedings

From time to time, in the normal course of its @iens, the Company is a party to litigation mattand claims, including claims
relating to employee relations, business pracéeespatent infringement. Litigation can be expeasiud disruptive to normal business
operations. Moreover, the results of complex lggateedings are difficult to predict and the Conyswiew of these matters may change in
the future as the litigation and events relatedetoeunfold. The Company expenses legal fees agriet. The Company records a provision
for contingent losses when it is both probable ghability has been incurred and the amount efldss can be reasonably estimated. An
unfavorable outcome to any legal matter, if matedauld have an adverse effect on the Companysatipns or its financial position,
liquidity or results of operations.

On January 13, 2012, the first of three purporteateholder class action lawsuits was filed in timitédl States District Court for the
Northern District of California against the Compaamd certain of its officers and directors. Twoitiddal purported shareholder class act
lawsuits were filed in the same court on January?P12 and February 29, 2012 alleging substantsthylar claims. These lawsuits were
consolidated intdn re Netflix, Inc., Securities Litigation , Case No. 3:12-cv-00225-SC, and the Court seldesstiplaintiffs. Lead plaintiffs
filed a consolidated complaint which alleged vimas of the federal securities laws on June 26220he Court dismissed the consolidated
complaint with leave to amend on February 13, 2Q&3d plaintiffs filed a first amended consolidateanplaint on March 22, 2013. The
Court dismissed the first amended consolidated taimtpwith prejudice on August 20, 2013, and judgine@as entered on September 27,



2013.
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On November 23, 2011, the first of giarported shareholder derivative suits was filethim Superior Court of California, Santa C
County, against the Company and certain of itxceff and directors. Five additional purported dialcker derivative suits were subseque
filed: two in the Superior Court of California, SarClara County on February 9, 2012 and May 2, 2atd three in the United States Dis
Court for the Northern District of California onIfreary 13, 2012, February 24, 2012 and April 2,200he purported shareholder deriva
suits filed in the Northern District of Californizave been voluntarily dismissed. On July 5, 20k&, gurported shareholder derivative ¢
filed in Santa Clara County were consolidated imoe Netflix, Inc. Shareholder Derivative Litigation , Case No. 1-12-c2418399, and le¢
counsel was appointed. A consolidated complaint filed December 4, 2012, with plaintiffs seekingrqeensatory damages and other re
The consolidated complaint alleges, among othagt)ithat certain of the Company's current and éorofficers and directors breached t
fiduciary duties, issued false and misleading stetgs primarily regarding the Company's streamiogiress, violated accounting rt
concerning segment reporting, violated provisiofistie California Corporations Code, and wasted omafe assets. The consolide
complaint further alleges that the defendants ahuke Company to buy back stock at artificiallylanéd prices to the detriment of
Company and its shareholders while contemporangaeling personally held Company stock. The Comgpéiled a demurrer to tt
consolidated complaint and a motion to stay thgditon on February 4, 2013 and on June 21, 20#3Coburt granted the motion to stay
litigation. Management has determined a potentiss lis reasonably possible however, based onritertiknowledge, management does
believe that the amount of such possible lossrange of potential loss is reasonably estimable.

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

Indemnification

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

The Company's obligations under these agreementdebmited in terms of time or amount, and in goimstances, the Company may
have recourse against third-parties for certaimps. In addition, the Company has entered irderimification agreements with its
directors and certain of its officers that will teige it, among other things, to indemnify them agacertain liabilities that may arise by reason
of their status or service as directors or offic@itse terms of such obligations vary.

It is not possible to make a reasonable estimateeoimaximum potential amount of future paymen@eurthese or similar agreements
due to the conditional nature of the Company’sgdilons and the unique facts and circumstancedvestan each particular agreement. No
amount has been accrued in the accompanying cdasatdi financial statements with respect to thedenimification obligations.

11. Segment Information

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

The Domestic and International streaming segmestigelrevenues from monthly membership servicesisting solely of streaming
content. The Domestic DVD segment derives revefroes monthly membership services consisting sobélpVD-by-mail. Revenues and
the related credit card fees are attributed tmfferating segment based on the nature of the yintgrhembership (DVD or streaming) and
the geographic region from which the membershigioaites. There are no internal revenue transactietvgeen the Company’s reporting
segments.

Cost of revenues are primarily attributed to theraing segment based on the amounts directlyiedury the segment to obtain
content and deliver it to the specific region. Metikg expenses are primarily comprised of advedisixpenses which are generally included
in the segment in which the expenditures are dyrénturred.

As of September 30, 2013, the Company had $4libmih long-lived tangible assets located inteioelly and $122.6 million in long-
lived tangible assets located in the United Statef December 31, 2012 , the Company had $4.omiin long-lived tangible assets
located internationally and $127.7 million in lohged tangible assets located in the United States.
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The following tables represent segment informat@rthe quarter ended September 30, 2013 and 2012:

As of/ Three months ended September 30, 2013

Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

Total members at end of period (1) 31,09: 9,18¢ 7,14¢ —
Revenues $ 701,080 $ 183,05 $ 221,86' $1,105,99
Cost of revenues 470,63: 207,98 112,39¢ 791,01¢
Marketing 63,97: 49,35¢ 2,77¢ 116,10¢
Contribution profit (loss) $ 166,48: $ (74,29) $ 106,68 $ 198,87:
Other operating expenses 141,75:
Operating income 57,12
Other income (expense) (7,629
Provision for income taxes 17,66¢
Net income $ 31,82

As of/ Three months ended September 30, 2012
Domestic International Domestic

Streaming Streaming DVD Consolidated
(in thousands)

Total members at end of period (1) 25,10 4,311 8,60¢ —
Revenues $ 556,020 $ 77,74« $ 271,31t $ 905,08
Cost of revenues 399,12: 124,37¢ 139,13! 662,63t
Marketing 61,197 45,74 1,50¢ 108,44
Contribution profit (loss) $ 9570¢ $ (92,37) $ 130,67: $ 134,00:
Other operating expenses 117,86¢
Operating income 16,13¢
Other income (expense) (4,189
Provision for income taxes 4,271
Net income $ 7,67¢

The following table represents the amortizatiothef content library:

Domestic International Domestic

Streaming Streaming DVD Consolidated
Three months ended September 30, (in thousands)
2013 $ 363,78 $ 189,600 $ 17,54¢ $ 570,94(

2012 $ 296,23: $ 114,710 $ 13,13 $ 424,07



16




Table of Contents

The following tables represent segment informat@rthe nine months ended September 30, 2013 ah2i. 20

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

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

The following table represents the amortizatiothef content library:

Nine months ended September 30,
2013
2012

The following table represents total content lilgraret:

As of September 30, 2013
As of December 31, 2012

As of/ Nine months ended September 30, 2013

Domestic International Domestic
Streaming Streaming DVD Consolidated
(in thousands)

31,09: 9,18¢ 7,14¢ —
$2,010,82 $ 490,97. $ 697,53¢ $3,199,33
1,356,611 555,89¢ 358,89¢ 2,271,40

205,06t 152,12 9,85¢ 367,04
$ 449,14' $ (217,05) $ 328,78t $ 560,88:

414,82:

146,05¢

(48,989
33,08¢

As of/ Nine months ended September 30, 2012

Domestic International Domestic
Streaming Streaming DVD

Consolidated

(in thousands)
25,10: 4,311 8,60¢
$1,595,39° $ 186,14. $ 882,50«
1,138,47. 324,33 467,19:
201,33 146,29° 4,70¢

$2,664,04:
1,929,99!
352,34(

$ 25558 $ (284,48) $ 410,60:

$ 381,70«

351,35(

30,35¢

(14,779

6,321

Domestic International Domestic
Streaming Streaming DVD

Consolidated

(in thousands)
$1,043,977 $ 505,40t $ 53,49
$ 826,25 $ 300,42t $ 49,48

$1,602,87
$1,176,16:.

Domestic International Domestic
Streaming Streaming DVD

Consolidated

(in thousands)
$2,643,43 $ 71596. $ 26,50¢
$2,317,07  $ 527,23! $ 29,86t

$3,385,90.
$2,874,171
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(1) A membership (also referred to as a subscripti®nefined as the right to receive either the Neftreaming service or Netflix DVI
service. In connection with these services, the @amy offers free-trial memberships to new and @erigjoining members. For
inclusion in the definition of a member in the abawetrics, a method of payment is required to bgiged even during the free-trial
period. Total members therefore include those wkaa a free-trial and have provided a method gfmant. A membership would
be canceled and cease to be reflected in the ahetrics as of the effective cancellation date. Vitdmy cancellations become

effective at the end of the monthly membershipgekrwhile involuntary cancellation of the servies,a result of a failed method of
payment, becomes effective immediately.
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the fatleecurities laws. These
forward-looking statements include, but are noftkieh to statements regarding: our core strategytritution profit (losses) and margins both
domestically and internationally, DVD and streamingmber trends, cash use in connection with comatemtisitions and international
expansion, investments in content, including expanthvestments in original content, content payteemd expense, investments in
marketing, free and operating cash flow and avhkilfinds, deferred tax assets, accessing and gigadditional capital and future
contractual obligations. These forward-looking esta¢nts are subject to risks and uncertaintiescthat! cause actual results and events to
differ materially from those included in forwardeking statements. These forward-looking statemesmisbe identified by our use of words
such as "anticipate," "expect,” "will," "may" andriations thereof. Factors that might cause otridmute to such differences include, but are
not limited to, those discussed in our Annual ReparForm 10-K for the year ended December 31, 204@ with the Securities and
Exchange Commission (“SEC”) on February 1, 201 3rticular the risk factors discussed under trelhmg “Risk Factors” in Part I,
ltem IA.

We assume no obligation to revise or publicly reéeany revision to any forward-looking statemepistained in this Quarterly Report
on Form 10-Q, unless required by law.

Investors and others should note that we annourterial financial information to our investors ugiour investor relations website
(http://ir.netflix.com), SEC filings, press releaseublic conference calls and webcasts. We use ttleannels, as well as social media, to
communicate with our subscribers and the publicabar company, our services and other issues.gbssible that the information we post
on social media could be deemed to be materiafnmdtion. Therefore, we encourage investors, theiamadd others interested in our
company to review the information we post on th8.ocial media channels listed on our investatiais website.

Overview

We are the world’s leading Internet television ratewith over 40 million streaming members in 4Liotyies enjoying more than one
billion hours of TV shows and movies per monthJunéng Netflix original series. Our members canateas much as they want, anytime,
anywhere, on nearly any Internet-connected scréeditionally, in the United States ("U.S."), our mbers can receive standard definition
DVDs, and their high definition successor, Blu-thgcs (collectively referred to as “DVD”), deliverguickly to their homes.

We are a pioneer in the Internet delivery of TVwh@nd movies, launching our streaming servicedi72 Since this launch, we have
developed an ecosystem for Internet-connected dgand have licensed increasing amounts of cottitanhénable consumers to enjoy TV
shows and movies directly on their TVs, computeid mobile devices. As a result of these effortshaee experienced growing consumer
acceptance of and interest in the delivery of Tevehiand movies directly over the Internet. Histaltic our acquisition of new members has
been seasonal with the first and fourth quartgeeeisenting our strongest net member additions andecond quarter representing the lowest
net member additions in a calendar year.

Our core strategy is to grow a streaming membershginess domestically and internationally. Wecamtinuously improving the
member experience, with a focus on the qualityusfatreaming content mix, enhancing our user iaterfand improving the user experience
on Internet-connected devices, while staying withim parameters of our consolidated net incomeopedating segment contribution profit
targets. As we grow our streaming segments, we slaied spending away from the Domestic DVD segnh@imvest more in streaming
content and marketing for our streaming services.

*  We define contribution profit as revenues lesst of revenues and marketing expenses. We bdlévés an important measure of
our operating segment performance as it represeacts segment's performance before discrete glopabrate costs.

* For the Domestic and International streamingreags, content licensing expenses, which includethortization of the streaming
content library and other expenses associatedthgthicensing of streaming content, represent Het majority of cost of revenues.
Streaming content rights are generally specifia geeographic region and accordingly our internafi@xpansion will require us to
obtain additional streaming content licenses t@eumew international markets. Other cost of ressnsuch as content delivery
expenses, customer service and payment procegsinddnd to be lower as a percentage of totabé@stenues as compared to
content licensing expenses. We utilize both our awd third-party content delivery networks to hedpefficiently stream a high
volume of content to our members over the Inter@entent delivery expenses, therefore, also incigigpment costs related to our
streaming content delivery network ("Open Conneatlg all third-party costs associated with delwgrstreaming content over the
Internet. Cost of revenues in the Domestic DVD sexginconsists primarily of content delivery, expensaated to the acquisition of
content, including amortization of DVD content Bioy and revenue sharing expenses, and other expasseciated with our DVD
processing and customer service centers.
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Content delivery expenses for the Domestic DVD sagineonsist of the postage costs to mail DVDs tbfamm our paying membe
and the packaging and label costs for the mailers.

» For the Domestic and International streamingrsags, marketing expenses consist primarily of eibmeg expenses and payments
made to our affiliates and consumer electronictngas. Advertising expenses include promotionaviiets such as television and
online advertising as well as allocated costs wéneies relating to free trial periods. Paymentsutoaffiliates and device partners
may be in the form of a fixed fee or may be a rexesharing payment. Marketing costs are primanitpired by our Domestic and
International streaming segments given our focubwliling consumer awareness of the streamingioffer Marketing costs are
immaterial for the Domestic DVD segment.

e As aresult of our focus on growing the streagrsegments, contribution margins for the Domesiit laternational streaming
segments are lower than for our Domestic DVD segnWe expect that the investments in content andetiag associated with tl
Domestic streaming segment will slow relative teereues to allow for contribution margin expansieeratime, and we have grown
contribution margin from 12% when we first begaparately reporting Domestic streaming results eafturth quarter of 2011 to
24% in the third quarter of 2013. Investments inteat and marketing associated with the Internatistreaming segment will
continue to fluctuate dependent upon the numbértefnational territories in which our streamingvéee is offered and the timing
the launch of new territories.

Results of Operations

The following represents our consolidated perforoeamghlights:

Three Months Ended Change
September 30, June 30, September 30,
2013 2013 2012 Q3'13vs. Q2'13 Q3'13vs. Q312
(in thousands)
Revenues $ 1,105,999 $ 1,069,37. $ 905,08 3% 22%
Operating income 57,12( 57,11° 16,13t —% 254%
Net income 31,82: 29,47: 7,67¢ 8% 315%

Consolidated revenues for the three months ende@®ber 30, 2013 increased $200.9 million as coetptr the three months ended
September 30, 2012 and $36.6 million as comparéuketthree months ended June 30, 2013 due to giavgtheaming members, both
internationally and domestically. This increaseamenues was partially offset by an increase ircttst of revenues due to continued
investments in existing and new streaming contedtaachange in estimate related to amortizatioredfin content.

When we started with original content, we did naté specific data about viewing patterns over fioneontent that premieres on
Netflix. Based on our experience with other simiievision series and our initial estimates ofwirgy patterns, we amortized content t
premiered on our service on a straight-line bagis the shorter of four years or the license peribd subsequent season is added, we extenc
the remaining amortization period by a year. Curestimates of viewing patterns indicate that vigyin the first few months is significantly
higher, relative to the rest of the amortizationiqub, than previously estimated. As a result, e third quarter of 2013, we began amortizing
this type of content on an accelerated basis dveainortization period. The effect of this changestimate was a $20.2 million decrease in
contribution profit for the Domestic streaming segrhand a $6.5 million increase in contributiorslésr the International streaming segment
for the three and nine months ended Septemberdd@. I he effect to operating income and net incanzedecrease of $26.7 million and
$16.7 million , respectively, for the three andeninonths ended September 30, 2013. The effecisio barnings per share and diluted
earnings per share was a decrease of $0.28 and $@&pectively, for the three months ended Selpter®0, 2013 and a decrease of $0.29
and $0.27, respectively for the nine months endgateé3nber 30, 2013. The effect of this change iimesé relates primarily to titles that first
premiered on Netflix in the first and second quartef 2013.
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Domestic Streaming Segment

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

As of/ Three Months Ended Change
September 30, September 30,
2013 2012 Q313 vs. Q3'12
(in thousands, except percentages)
Members:

Net additions 1,28¢ 1,168 10%
Members at end of period 31,09: 25,10 24%
Paid members at end of period 29,92 23,80: 26%

Contribution profit:

Revenues $ 701,08 % 556,02 26%
Cost of revenues 470,63: 399,12: 18%
Marketing 63,97 61,19" 5%
Contribution profit 166,48: 95,70¢ 74%
Contribution margin 24% 17%

In the Domestic streaming segment, we derive ree®ifmom services consisting solely of streamingeatnoffered through a
membership plan priced primarily at $7.99 per momtie $145.1 million increase in our domestic striggy revenues was due to the 26%
growth in the average number of paid memberships.

The $71.5 million increase in domestic streamingt o revenues was primarily due to the $58.3 omillincrease in content licensing
expenses. This increase was primarily attributébeontinued investments in existing and new stirgroontent as well as the impact of
revised amortization (detailed above) for conteenpering on Netflix. In addition, content deliveexpenses increased by $5.2 million and
other costs, such as payment processing fees atwhuer service call centers, increased $8.0 millioa to our growing member base.

Marketing expenses increased $2.8 million primadilg to an increase in advertising, partially dffsea decrease in payments made to
our affiliates.

Our Domestic streaming segment had a contributiargin of 24% for the three months ended Septem®e?®L3, which increased as
compared to the contribution margin of 17% for titmee months ended September 30, 2012, as a oégmtiwing memberships and revenue
faster than content spending.

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

As of/ Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Members:

Net additions 3,94¢ 3,43( 15%
Members at end of period 31,09: 25,10 24%
Paid members at end of period 29,92t 23,80: 26%

Contribution profit:

Revenues $ 201082 $ 1,595,39 26%
Cost of revenues 1,356,611 1,138,47. 19%
Marketing 205,06t 201,33: 2%
Contribution profit 449,14! 255,58t¢ 76%

Contribution margin 22% 16%
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The $415.4 million increase in our domestic stresymevenues was due to the 26% growth in the aearamber of paid memberships.

The $218.1 million increase in domestic streamiogt of revenues was primarily due to the $173.8anilincrease in content licensing
expenses. This increase was primarily attributébleontinued investments in existing and new stirgroontent as well as the impact of
revised amortization (detailed above) for conteetipering on Netflix. In addition, content delivezxpenses increased by $20.6 million and
other costs, such as payment processing fees atahoer service call centers, increased $24.2 mitioe to our growing member base.

Our Domestic streaming segment had a contributiargin of 22% for the nine months ended Septembg?@03, which increased as
compared to the contribution margin of 16% for tiree months ended September 30, 2012, as a réguthwing memberships and revenue
faster than content spending.

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

As of /Three Months Ended Change
September 30, June 30,
2013 2013 Q313 vs. Q2'13
(in thousands, except percentages)
Members:

Net additions 1,28¢ 633 10% %
Members at end of period 31,09: 29,80:" 4%
Paid members at end of period 29,92¢ 28,62 5%

Contribution profit:

Revenues $ 701,08 $ 671,08t 4%
Cost of revenues 470,63: 449,47. 5%
Marketing 63,97 70,30z (9%
Contribution profit 166,48: 151,31 1C %
Contribution margin 24% 23%

The $30.0 million increase in our domestic streamevenues was due to the 4% growth in the averager of paid memberships.
We expect domestic streaming memberships to cantmgrow.

The $21.2 million increase in domestic streamingt o revenues was primarily due to the $19.9 omllincrease in content licensing
expenses. This increase was primarily attributedbtde impact of revised amortization (detailedwad)dor content premiering on Netflix.
Other costs increased $1.3 million primarily duatoincrease in payment processing fees and cestsiated with customer service call
centers due to our growing member base.

Marketing expenses decreased $6.3 million primatilg to a decrease in advertising.

Our Domestic streaming segment had a contributiargin of 24% for the three months ended Septem®e?(@®L3, which increased as
compared to the contribution margin of 23% for ttmee months ended June 30, 2013, as a resulbwirgy memberships and revenue
coupled with a decrease in growth in marketing.&ijeect that contribution margin for the Domestieaining segment in the fourth quarter
of 2013 will be roughly flat as compared to thedhguarter of 2013 but will increase as compareithédfourth quarter of 2012.
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International Streaming Segment

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

As of /Three Months Ended Change
September 30, September 30,
2013 2012 Q313 vs. Q3'12
(in thousands, except percentages)
Members:

Net additions 1,441 687 11C %
Members at end of period 9,18¢ 4,311 115 %
Paid members at end of period 8,08¢ 3,68¢ 11€%

Contribution profit (loss):

Revenues $ 183,05. $ 77,744 135 %
Cost of revenues 207,98¢ 124,37¢ 67 %
Marketing 49,35¢ 45,74. 8 %
Contribution loss (74,297 (92,377 (20)%

In the International streaming segment, we dewenues from services consisting of streaming comtiéered through a membership
plan priced at the equivalent of USD $7 to $14menth. We launched our streaming service in Caima&aptember 2010 and have
continuously expanded our services internationaiti launches in Latin America in September 20hg, ¥.K. and Ireland in January 2012,
Finland, Denmark, Sweden and Norway in October 2@ most recently the Netherlands in Septembe3.201

The $105.3 million increase in our internationalereues was primarily due to the 125% growth inaherage number of paid
international memberships. International streammirggnberships account for 23% of total streaming nesibips as of September 30, 2013 as
compared to 15% as of September 30, 2012. We ekpiemational streaming memberships to continugrdov.

The $83.6 million increase in international costefenues was primarily due to a $77.2 million @&ge in content licensing expenses.
This increase was primarily attributable to conidunvestments in existing and new streaming canieeciuding content to support the
launch of our service in the Nordics and the Ne#mels, as well as the impact of revised amortinafttetailed above) for content premiering
on Netflix. Other costs increased $6.4 million do@n increase in content delivery expenses, payprenessing fees, and costs associated
with our customer service call centers, all dribgrour growing member base.

Marketing expenses incurred by our Internationaashing segment have been significant and wiltflat= dependent upon the number
of international territories in which our streamisgyvice is offered and the timing of the launcimefv territories. International marketing
expenses for the three months ended Septembe®B88,iZcreased $3.6 million as compared to the threeths ended September 30, 2012
due to our expansion in the Nordic regions and\i@#herlands, offset partially by a decrease in djpnin other territories.

Our International streaming segment had a contohudbss of $74.3 million for the three months esh@=ptember 30, 2013, which
decreased as compared to the contribution los92#%million for the three months ended SeptemBe812, as a result of growing
memberships and revenues faster than content sgendi
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Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

As of/ Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Members:

Net additions 3,067 2,45 25 %
Members at end of period 9,18¢ 4,311 112 %
Paid members at end of period 8,08¢ 3,68¢ 11€ %

Contribution profit (loss):

Revenues $ 490,97: $ 186,14. 164 %
Cost of revenues 555,89¢ 324,33: 71%
Marketing 152,12: 146,29 4%
Contribution loss (217,05() (284,48 (24)%

The $304.8 million increase in our internationalareues was primarily due to the 148% growth inatherage number of paid
international memberships.

The $231.6 million increase in international cdstavenues was primarily due to a $211.8 milliocr@ase in content licensing expen
This increase was primarily attributable to con¢idunvestments in existing and new streaming cambeiuding content to support the laur
of our service in the Nordics and the Netherla@tber costs increased $19.8 million due to an as®en content delivery expenses, payment
processing fees, and costs associated with ousroestservice call centers, all driven by our grggyuinember base.

International marketing expenses for the nine noetided September 30, 2013 increased $5.8 miki@ompared to the nine months
ended September 30, 2012 due to our expansior iNdindic regions and the Netherlands offset pdyt@at a decrease in spending in other
territories.

Our International streaming segment had a contahdbss of $217.1 million for the nine months ed@&eptember 30, 2013, which
decreased as compared to the contribution los2&4.$ million for the nine months ended Septemi®e2812, as a result of growing
memberships and revenues faster than content sgendi

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

As of /Three Months Ended Change
September 30, June 30,
2013 2013 Q313 vs. Q213
(in thousands, except percentages)
Members:

Net additions 1,441 60= 13€%
Members at end of period 9,18¢ 7,747 1S%
Paid members at end of period 8,08¢ 7,01 15%

Contribution profit (loss):

Revenues $ 183,05. $ 165,90: 1C%
Cost of revenues 207,98t¢ 182,88! 14%
Marketing 49,35¢ 48,85( 1%
Contribution loss (74,297 (65,837) 13%

The $17.1 million increase in our internationaleeues was primarily due to the 13% growth in therage number of paid international
memberships.

The $25.1 million increase in international cost@fenues was primarily due to a $23.6 million @&ge in content licensing expenses.
This increase was primarily attributable to con¢idunvestments in existing and new streaming coniteciuding content to
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support the launch of our service in the Nethedaad well as the impact of revised amortizati@tdited above) for content premiering on
Netflix.

International marketing expenses were relativedy, firimarily due to an increase in marketing spiandhe launch of the Netherlands
offset by a decrease in spending in other tergtori

International contribution losses increased $8./fanisequentially, due to an increase in cont@einsling as compared to the growth in
revenues. Our International streaming segment doelsenefit from the established member base thstsefor the Domestic segments. As a
result of having to build a member base from zenggstments in streaming content and marketingnarag for our International segment are
larger initially relative to revenues, in particuks new territories are launched. The contributiisises for our International segment have
been significant due to investments in streamingertt and marketing programs to drive memberstop/tir and viewing in our international
markets.

Domestic DVD Segment

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

As of/ Three Months Ended Change
September 30, September 30,
2013 2012 Q313 vs. Q312
(in thousands, except percentages)
Members:

Net losses (360 (634) (43)%
Members at end of period 7,14¢ 8,60¢ 17%
Paid members at end of period 7,01¢ 8,46¢ an%

Contribution profit:

Revenues $ 221,86 % 271,31t (18)%
Cost of revenues 112,39¢ 139,13! (19)%
Marketing 2,77¢ 1,50¢ 84 %
Contribution profit 106,68 130,67- (18)%
Contribution margin 48% 48%

In the Domestic DVD segment, we derive revenuesfoor DVD-by-mail membership services. The pricegan for DVD-by-mail
varies from $4.99 to $43.99 per month accordintpéoplan chosen by the member. DVD-by-mail plafiedby the number of DVDs that a
member may have out at any given point. Customecsieg access to high definition Blu-ray discsddition to standard definition DVDs
pay a surcharge ranging from $2 to $4 per montlwfmmost popular plans.

The $49.5 million decrease in our domestic DVD rexes was due to an 18% decrease in the averagesnointaid memberships.

The $26.7 million decrease in domestic DVD costesenues was primarily due to a $13.0 million daseein content acquisition
expenses and a $9.4 million decrease in conteivedglexpenses resulting from an 18% decreasecimtimber of DVDs mailed to paying
members. The decrease in shipments was driverdbglae in the number of DVD memberships.

Our Domestic DVD segment had a contribution maafia8% for the three months ended September 3@®,201 is flat as compared
to the three months ended September 30, 2012.

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012
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As of/ Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Members:

Net losses (1,07¢) (2,559 (58)%
Members at end of period 7,14¢ 8,60¢ 17%
Paid members at end of period 7,014 8,46¢ 1%

Contribution profit:

Revenues $ 697,53¢ $ 882,50: (21)%
Cost of revenues 358,89 467,19: (23)%
Marketing 9,85¢4 4,70¢ 10€ %
Contribution profit 328,78t 410,60: (20)%
Contribution margin 47% 47%

The $185.0 million decrease in our domestic DVDerawes was primarily due to a 21% decrease in taege number of paid
memberships.

The $108.3 million decrease in domestic DVD costeeknues was primarily due to a $55.9 million dase in content acquisition
expenses and a $38.9 million decrease in contdinedeexpenses resulting from a 21% decreasedamtimber of DVDs mailed to paying
members. The decrease in shipments was driverdbglae in the number of DVD memberships. Othetg;qeimarily those associated with
content processing and customer service centensgpedecreased $13.5 million primarily due to@efese in hub operation expenses
resulting from the decline in DVD shipments.

Our Domestic DVD segment had a contribution maafia7% for the nine months ended September 30,,20@is flat as compared
the nine months ended September 30, 2012.

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

As of /Three Months Ended Change
September 30, June 30,
2013 2013 Q313 vs. Q2'13
(in thousands, except percentages)
Members:

Net losses (360) (47%) (24)%
Members at end of period 7,14¢ 7,50¢ (5)%
Paid members at end of period 7,01¢ 7,36¢ (5)%

Contribution profit:

Revenues $ 221,86 $ 232,38: (5)%
Cost of revenues 112,39¢ 121,16 (7%
Marketing 2,77¢ 2,60¢ 7%
Contribution profit 106,68 108,60t (2)%
Contribution margin 48% 47%

The $10.5 million decrease in our domestic DVD rexes was primarily due to a 5% decrease in theageenumber of paid
memberships. We expect DVD memberships to contioaecline.

The $8.8 million decrease in domestic DVD costesfanues was primarily due to a $5.0 million deaeéasontent acquisition expen:
and a $2.3 million decrease in content deliveryeeges resulting from a 4% decrease in the numke¥fs mailed to paying members. The
decrease in shipments was driven by a declineeimtimber of DVD memberships.

Our Domestic DVD segment had a contribution maafia8% for the three months ended September 3@®,201increase as compared
to 47% for the three months ended June 30, 2013eptember 2013, the USPS announced a postahcagase which we expect will resul



approximately $3 million to $4 million per quariefadditional expense in 2014.
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Consolidated Operating Expenses

Technology and Devel opment

Technology and development expenses consist obppayrd related costs incurred in making improvetsea our service offerings,
including testing, maintaining and modifying oueugterface, our recommendation, merchandisingcamtent delivery technology, as well
as our telecommunications systems and infrastresttrechnology and development expenses also mclosts associated with computer
hardware and software.

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

Three Months Ended Change
September 30, September 30, Q313 vs.
2013 2012 Q3'12
(in thousands, except percentages)
Technology and development $ 9554( % 82,52: 16%
As a percentage of revenues 9% 9%

The $13.0 million increase in technology and depelent expenses was primarily due to an $11.1 millarease in personnel-related

costs resulting from a 4% growth in average headicsupporting continued improvements in our stre@nsiervice and our international
expansion.

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Technology and development $ 280,64 $ 246,86 14%
As a percentage of revenues 9% 9%

The $33.8 million increase in technology and depelent expenses was primarily due to a $29.8 milligrease in personnel-related

costs resulting from a 9% growth in average headicsupporting continued improvements in our stregnsiervice and our international
expansion.

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

Three Months Ended Change
September 30, June 30, Q313 vs.
2013 2013 Q2'13
(in thousands, except percentages)
Technology and development $ 9554( % 93,12¢ 3%
As a percentage of revenues 9% 9%

Technology and development expenses were relatflaly

General and Administrative

General and administrative expenses consist obflaamd related expenses for corporate personaeliedl as professional fees and
other general corporate expenses. General and atiraiive expenses also include the gain on didpddaVvDs.
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Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

Three Months Ended Change
September 30, September 30, Q313 vs.
2013 2012 Q312
(in thousands, except percentages)
General and administrative $ 46,21: $ 35,34% 31%
As a percentage of revenues 4% 4%

General and administrative expenses increased $1i0ién primarily due to a $6.6 million increase personnel related costs resulting
from a 37% increase in average headcount to suppogrowth. In addition, the gain on the dispafdDVDs decreased $2.5 million for the
three months ended September 31, 2013 as comuatieel three months ended September 31, 2012.

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
General and administrative $ 134,18. $ 104,48: 28%
As a percentage of revenues 4% 4%

General and administrative expenses increased #38i@n primarily due to a $13.2 million increasepersonnel related costs resulting
from a 29% increase in average headcount to suppogrowth. In addition, expenses related to the af outside and professional services,
taxes and insurance increased $10.4 million. Toeease in expenses was further impacted by a $li0mdecrease in the gain on the
disposal of DVDs.

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

Three Months Ended Change
September 30, June 30, Q3'13 vs.
2013 2013 Q213
(in thousands, except percentages)
General and administrative $ 46,211 $ 43,84+ 5%
As a percentage of revenues 4% 4%

General and administrative expenses increasedndiflidn primarily due to a $2.0 million increase piersonnel related costs resulting
from a 9% increase in average headcount.

I nterest Expense

Interest expense consists primarily of the inteassbciated with outstanding long-term debt ohiliget including the amortization of
debt issuance costs, as well as interest on ose i@@ancing obligations.

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

Three Months Ended Change
September 30, September 30, Q313 vs.
2013 2012 Q312
(in thousands, except percentages)
Interest expense $ (7,430 $ (4,990 49%

As a percentage of revenues 1% 1%
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Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Interest expense $ (21,709 % (14,970 45%
As a percentage of revenues 1% 1%

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

Three Months Ended Change
September 30, June 30,
2013 2013 Q3'13 vs. Q2'13
(in thousands, except percentages)
Interest expense $ (7,430 $ (7,52¢) (D)%
As a percentage of revenues 1% 1%

Interest expense for the three months ended Septe3fb2013 consists primarily of $6.7 million aférest accrued on our 5.375%
Notes. The increase in interest expense for theethnd nine months ended September 30, 2013 asoedhe three and nine months en
September 30, 2012 is due to the higher aggregeteigal of interest bearing notes outstandingtighy offset by the lower interest rate.
Interest expense for the three months ended Septe3b2013 as compared to the three months enohed3D, 2013 was flat.

Interest and Other I ncome (Expense)

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

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

Three Months Ended Change
September 30, September 30,
2013 2012 Q3'13 vs. Q3'12
(in thousands, except percentages)
Interest and other income (expense) $ (199 $ 801 (129%
As a percentage of revenues NM NM

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012

Nine Months Ended Change
September 30, September 30, YTD'13 vs.
2013 2012 YTD'12
(in thousands, except percentages)
Interest and other income (expense) $ (2,156 $ 192 (1,229%
As a percentage of revenues NM NM

Three months ended September 30, 2013 as compared to the three months ended June 30, 2013
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Three Months Ended Change
September 30, June 30,
2013 2013 Q3'13 vs. Q2'13
(in thousands, except percentages)
Interest and other income (expense) $ (293 $ (2,940 (93)%
As a percentage of revenues NM NM

Interest and other income (expense) decreasetidahtee and nine months ended September 30, 20dd@e#pared to the three and n
months ended September 30, 2012 primarily duecd@ased foreign exchange losses on foreign currdeiegminated balances. The foreign
exchange losses were $1.2 million and $5.9 millmrthe three and nine months ended September0d@, 2espectively, as compared to
foreign exchange losses of $0.3 million and $3.Bonifor the three and nine months ended Septer@BeR012, respectively.

Extinguishment of Debt

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

Provision for | ncome Taxes

Our effective tax rates for the three months erfSiggtember 30, 2013 , June 30, 2013 and Septemp20BD were 36%, 37% and 36%,
respectively. Our effective tax rates for the nimenths ended September 30, 2013 and SeptembedBDweere 34% and 41%, respectively.
These rates differed from the federal statutorg paimarily due to the Federal and California R&D tredits partially offset by state taxes
and nondeductible expenses. The decrease in thp&uors effective tax rate for the nine months ersieptember 30, 2013 as compared to
the nine months ended September 30, 2012 was fiyirdae to the retroactive reinstatement of the2B&deral R&D credit in January 2013.

On January 2, 2013, the American Taxpayer Reli¢foh@012 (H.R. 8) was signed into law which retiibgely extended the Federal
R&D credit from January 1, 2012 through December281 3. As a result, we recognized the retroadiemefit of the 2012 Federal R&D
credit of approximately $3.1 million as a discritéen in the first quarter of 2013, the period inigrhthe legislation was enacted.

Liquidity and Capital Resources

Cash, cash equivalents and short-term investmesnts $4,135.0 million and $748.1 million at Septen®@ 2013 and December 31,
2012, respectively. In February 2013, we issued¥billion aggregate principal amount of 5.375%i8eNotes due 2021 (the "5.375%
Notes"). We used approximately $224.5 million of tket proceeds to redeem our outstanding 8.50%sNotuding a $19.4 million ma-
whole premium and $5.1 million of accrued and udpaierest. In November 2011, we issued $200.0anilbf Senior Convertible Notes and
raised an additional $200.0 million through a peblifering of common stock. The Senior Convertililetes consisted of $200.0 million
aggregate principal amount due on December 1, 2688lid not bear interest. In April 2013, we exszdiour option to cause the conversion
of the Convertible Notes into shares of our commstoick. (See Note 6 to the consolidated financakstents for discussion of debt and the
conversion.)

Our primary uses of cash include licensing of cofjteontent delivery, marketing programs and paywik expect to continue to make
significant investments to license streaming coneth domestically and internationally and wilintimue to expand our investments in
original content. For the twelve months ending Delser 31, 2013, we expect total original contenhaagflows to be less than 10% of our
total payments for streaming content. Original eohbr content that is licensed in an earlier wimdlbrough an output arrangement will
typically, depending upon the terms, require mardrant cash payments relative to the expensethedefore, future investments could
impact our liquidity and result in a use of opergtcash.

Although we currently anticipate that our availahlads will be sufficient to meet our cash needdlie foreseeable future, we may be
required or choose to obtain additional financimgarticular to fund the growth of original conte@ur ability to obtain additional financing
will depend on, among other things, our developneéfatrts, business plans, operating performancetlamdondition of the capital markets at
the time we seek financing. We may not be abldtain such financing on terms acceptable to ug all.df we raise additional funds throu
the issuance of equity or debt securities, thosergges may have rights, preferences or privileggsor to the rights of our common stock,
and our stockholders may experience dilution.

As of September 30, 2013, $51.4 million of cash emgh equivalents were held by our foreign subsetialf these funds are needed for
our operations in the U.S., we would be requiredderue and pay U.S. income taxes and foreign withing taxes on a portion of these ful
when repatriated back to the U.S.

Free Cash Flow
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We define free cash flow as cash provided by opgrand investing activities excluding the non-@tiemal cash flows from purchases,
maturities and sales of short-term investmentsbdlieve free cash flow is an important liquidity tnebecause it measures, during a given
period, the amount of cash generated that is daita repay debt obligations, make investmentsfandertain other activities. Free cash
flow is considered a non-GAAP financial measure simould not be considered in isolation of, or asiastitute for, net income, operating
income, cash flow provided by operating activitiesany other measure of financial performanceaquidity presented in accordance with
GAAP.

In assessing liquidity in relation to our resulf©perations, we compare free cash flow to netrimeonoting that the three major
recurring differences are excess content paymesgisexpenses, non-cash stock-based compensatienspnd other working capital
differences which include deferred revenue, taxessemi-annual interest payments on outstanding @elv receivables from customers
settle quickly and deferred revenue is a souraash flow. For streaming content, we typically emtéo multi-year licenses with various
content providers that may result in an increasmirtent library and a corresponding increaseaibilities on the Consolidated Balance
Sheets. The payment terms for these license feg®rtand over the term of the license agreemertghatypically range from six months to
five years.

Three months ended September 30, 2013 as compared to the three months ended September 30, 2012

Three Months Ended

September 30, September 30,
2013 2012
(in thousands)
Net cash provided by (used in) operating activitie$ 34,69: $ (2,92Y)
Net cash used in investing activities (13,669 (30,449
Net cash provided by (used in) financing activitie 45,79¢ (15¢)

Non-GAAP free cash flow reconciliation:

Net cash provided by (used in) operating activities 34,69: (2,925
Acquisitions of DVD content library (15,477 (8,58¢€)
Purchases of property and equipment (10,829 (10,809
Other assets (1,329 1,857
Non-GAAP free cash flow $ 7,068 % (20,46

Cash provided by operating activities increased&8&illion, primarily due to an increase in subption revenues of $200.9 million or
22%. This increase was partially offset by increlgs@yments for content acquisition and licensirgeothan DVD library of $90.8 million or
17% as well as increased payments associated igiiethoperating expenses.

Cash used in investing activities decreased $1@l®&m primarily due to an increase of $26.9 nuhiin proceeds from sales and
maturities of short-term investments, net of thechases, partially offset by $6.9 million incre@sé¢he acquisition of DVD content library.

Cash provided by financing activities increased.@48illion and primarily consisted of cash flowopided by stock option exercises.

Free cash flow was $24.8 million lower than nebime for the three months ended September 30, 2012y due to $12.8 million ¢
content cash payments over expense, our semi-aimtegdst payment on our 5.375% Notes partiallyl $23.8 million non-favorable other
working capital differences including payments assed with delivery of streaming content, parjiaffset by $18.5 million of non-cash
stock-based compensation expense.

Free cash flow was $28.1 million lower than nebme for the three months ended September 30, 2@h2nidy due to $37.5 million c
content cash payments over expense and $9.1 milborfavorable other working capital differencestipdly offset by $18.5 million of non-
cash stock-based compensation expense.

Nine months ended September 30, 2013 as compared to the nine months ended September 30, 2012
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Nine Months Ended

September 30, September 30,
2013 2012
(in thousands)

Net cash provided by operating activities $ 56,38t $ 35,59:
Net cash used in investing activities (320,59() (176,92()
Net cash provided by financing activities 416,33t 3,751
Non-GAAP free cash flow reconciliation:

Net cash provided by operating activities 56,38¢ 35,59:
Acquisitions of DVD content library (50,687 (30,12¢)
Purchases of property and equipment (31,039 (18,939
Other assets 3,80¢ 6,328
Non-GAAP free cash flow $ (21,527 $ (7,145

Cash provided by operating activities increased&#tllion, primarily due to an increase in subption revenues of $535.3 million or
20%. This increase was partially offset by increlgs@yments for content acquisition and licensidgeothan DVD library of $389.4 million
or 26% as well as increased payments associatbchigiher operating expenses.

Cash used in investing activities increased $148lifon, primarily due to an increase of $108.5Iroit in purchases of short-term
investments, net of the proceeds from sales andritias, and a $20.6 million increase in the acdtjois of DVD content library. Investing
activities were further impacted by a $12.1 millionrease in the purchase of property and equipprémiarily due to investments in our

streaming content delivery network.

Cash provided by financing activities increased2b@illion. In the first quarter of 2013, we issU8500.0 million of 5.375% Notes,

with net proceeds of $490.6 million after paymeindebt issuance costs. This was offset by the $d#llion redemption of our 8.50%
Senior Notes. Financing activities were further amied by $139.8 million of increased cash flowsvjzted by stock option exercises.

Free cash flow was $85.5 million lower than nebme for the nine months ended September 30, 20dply due to $158.4 million
of content cash payments over expense and $6.bmilbn-favorable other working capital differengestially offset by $54.2 million non-
cash stock-based compensation expense and $2%idnriuks on debt extinguishment (a financing astjv

Free cash flow was $16.4 million lower than nebme for the nine months ended September 30, 20d&ply due to $77.5 million of
content cash payments over expense partially difs®56.3 million non-cash stock-based compensatiqrense and $4.8 million favorable
other working capital differences.

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

Three Months Ended

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

Net cash provided by operating activities $ 34,69: $ 33,94
Net cash used in investing activities (13,669 (127,689
Net cash provided by financing activities 45,79¢ 48,95¢
Non-GAAP free cash flow reconciliation:

Net cash used in operating activities 34,69¢ 33,94
Acquisitions of DVD content library (15,477 (14,027
Purchases of property and equipment (10,829 (8,08¢)
Other assets (1,329 1,087
Non-GAAP free cash flow $ 7,068 $ 12,91¢
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Cash provided by operating activities increase@® #dllion, primarily due to a $36.6 million or 3%drease in revenues. This increas
cash inflows was partially offset by an increaspagments for content acquisition and licensingeothan DVD library of $2.3 million as
well as higher operating expenses.

Cash used in investing activities decreased $1idlion primarily due to a $120.6 million increasethe proceeds and maturities of
short-term investments, net of purchases.

Cash provided by financing activities decrease@ $3llion due to a decrease in cash flows fromlstmgtion exercises.

Free cash flow was $16.6 million lower than nebme for the three months ended June 30, 2013 plyndare to $47.6 million of
content cash payments over expense partially difs&18.0 million of non-cash stock-based compéosaxpense and $13.0 million
favorable other working capital differences.

Contractual Obligations

For the purpose of this table, contractual oblmaifor purchases of goods or services are definejreements that are enforceable
legally binding and that specify all significantrtes, including: fixed or minimum quantities to berphased; fixed, minimum or variable price
provisions; and the approximate timing of the teantion. The expected timing of payment of the adiligns discussed below is estimated
based on information available to us as of Septed®e2013 . Timing of payments and actual amopaid may be different depending on
the time of receipt of goods or services or changegreed-upon amounts for some obligations. dHewing table summarizes our
contractual obligations at September 30, 2013 :

Payments due by Period

Less than More than
Contractual obligations (in thousands): Total 1 year 1-3 years 3-5 years 5 years
Streaming content obligations (1) $ 6,505,35. $ 2,766,59 $ 2,829,20. $ 803,94: $ 105,61:
5.375% Notes (2) 699,32: 26,87¢ 53,75( 53,75( 564,94(
Lease obligations (3) 205,21! 25,37 50,06: 39,67 90,10:
Other purchase obligations (4) 161,62! 95,16( 63,21¢ 3,241 —
Total $ 7,571,51. $ 2,914,000 $ 2,996,23. $ 900,61 $ 760,66:

(1) Streaming content obligations are relatedr@asning content licenses. As of September 30, 2@L8h obligations were comprised of
$1.6 billion included in "Current content liabigg" and $1.2 billion of "Non-current content liatddls" on the Consolidated Balance
Sheets and $3.7 billion of obligations that arenefiected on the Consolidated Balance Sheetsegsdib not yet meet the criteria for
asset recognition.

For those agreements with variable terms, we destirnate what the total obligation may be beyamdrainimum quantities and/or
pricing as of the reporting date. For those agredsndat include renewal provisions that are sai¢lfhe option of the content provic
we include the commitments associated with thewahperiod to the extent such commitments are fixed minimum amount is

specified. For these reasons, the amounts presintieel table may not provide a reliable indicaitbour expected future cash outflo

We have entered into certain streaming contemsiee@agreements that include an unspecified or amuiax number of titles that we
may or may not receive in the future and/or thalude pricing contingent upon certain variableghsas theatrical exhibition receipts
for the title. As of the reporting date, it is umkvn whether we will receive access to these tileshat the ultimate price per title will
be. Accordingly such amounts are not reflectedhénabove contractual obligations table. Howevethsamounts are expected to be
significant and the expected timing of paymentsii@se commitments could range from less than eaetp more than five years.

(2) Longterm debt obligations include our 5.375% Notes timg) of principal and interest paymel

(3) Lease obligations include lease financinggdilons of $12.8 million related to our current l®atos, California headquarters for
which we are the deemed owner for accounting pegaommitments of $71.3 million for facilities wrchon-cancelable operating
leases with various expiration dates through 2@h#, commitments of $121.1 million for facilitieske agreements entered into in the
third quarter of 2013 to expand our Los Gatos headgrs to a nearby site. At the time we enterealtimese
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lease agreements we simultaneously terminatedrévéopis agreement signed in the fourth quarteit0d®2 The ten year lease term for
the new leases will commence after the construafdhe buildings is complete.

(4) Other purchase obligations include all othem4sancelable contractual obligations. These cotgrare primarily related to streaming
content delivery, DVD content acquisition, and mitmeous open purchase orders for which we haweeneived the related services
or goods.

As of September 30, 2013, we had gross unrecogjtézebenefits of $59.7 million and an additional@million for gross interest and
penalties classified as “Other non-current lialgitit on the Consolidated Balance Sheets. At thig tiwe are not able to make a reasonably
reliable estimate of the timing of payments in indual years due to uncertainties in the timingaof audit outcomes; therefore, such amounts
are not included in the above contractual obligatable.

Off-Balance Sheet Arrangements

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

I ndemnification

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

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesi@ntonformity with accounting principles geneyakccepted in the United States
requires management to make estimates and assms it affect the reported amounts of assetsiabitities, disclosures of contingent
assets and liabilities at the date of the finamstialements, and the reported amounts of revemaeexgpenses during the reported periods.
SEC has defined a company'’s critical accountingciad as the ones that are most important to theegyal of a company’s financial
condition and results of operations, and which irega company to make its most difficult and sutijecjudgments. Based on this definition,
we have identified the critical accounting policaes] judgments addressed below. We base our estiroathistorical experience and on
various other assumptions that we believe to beoreble under the circumstances. Actual resultsdiffer from these estimates.

Streaming Content Accounting

We obtain content distribution rights in order teeam TV shows and movies and original content éonimers’ TVs, computers and
mobile devices. Streaming content is generallynkesl for a fixed fee for the term of the licenseeagent which may have multiple windows
of availability. The license agreement may or maybe recognized in the content library.

When the streaming license fee is known or readyprmterminable for a specific title and the spieditle is first available for
streaming to members, the title is recognized enGbnsolidated Balance Sheets as “Current coribeaty, net” for the portion available for
streaming within one year and as “Non-current aanibrary, net” for the remaining portion. Newi¢is recognized in the content library are
classified in the line item “Additions to streamiagntent library” within net cash provided by oparg activities on the Consolidated
Statements of Cash Flows. The streaming conterairiibis reported at the lower of unamortized costsiimated net realizable value.

We generally amortize the content library on aiglrialine basis over each title’s contractual windof availability or estimated period
of use, beginning with the month of first avail@lyil The amortization period typically ranges fraim months to five years.

For content that premieres on our service, we dmgoon an accelerated basis over the amortizagoiogh which is the shorter of four
years or the license period. If a subsequent sdasadded, we extend the remaining amortizatioioddry a year. This accelerat
amortization is determined based on our histodca estimated viewing patterns and requires coraitke management judgment.

The amortization of the streaming content librarglassified in “Cost of revenues” on the ConsaédaStatements of Operations and in
the line item “Amortization of streaming conteriirfry” within net cash provided by operating adi@s on the Consolidated Statements of
Cash Flows. Costs related to subtitles, dubbind,cmsed captioning are capitalized in “Currentteonhlibrary, net” on the Consolidated
Balance Sheets and amortized over the window dfaditity. Payment terms for license fees may egtemer the term of the license windc
which typically ranges from six months to five ygdfor the titles recognized in the content libyéing license fees due but not paid are
classified on the Consolidated Balance Sheets agé@t content liabilities” for the amounts duehiit one year and as “Non-current content
liabilities” for the amounts due beyond one yedrafiges in these liabilities are classified in the Item “Change in streaming content
liabilities” within net cash provided by operatiagtivities on the Consolidated Statements of CasWs: We record the streaming content
library assets and their related liability on oumGolidated Balance Sheets at the gross amouhe difability. Payments for the titles not yet
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available for streaming are not yet recognizedhandontent library but in prepaid content. Minimaammitments for the titles not yet
available for streaming are not yet recognizedhendontent library and are discussed in Note thdéa@onsolidated financial statements.

When the streaming license fee is not known oraralsly determinable for a specific title, the titlees not meet the criteria for asset
recognition in the content library. Titles do noeen the criteria for asset recognition in the conlidrary because the underlying license
agreement does not specify the number of titleh@ticense fee per title or the windows of availgbper title, so that the license fee is not
known or reasonably determinable for a specifie.tifypical payment terms for these agreementschwtén range from three to five years,
require us to make equal fixed payments at thenpégj of each quarter of the license term. To thierd that cumulative payments exceed
cumulative amortization, prepaid content is recdrde the Consolidated Balance Sheets. We amohi&édense fees on a straight-line basis
over the term of each license agreement. The amatidn is classified in “Cost of revenuesi the Consolidated Statements of Operation:
in the line item “Net income” within net cash prded by operating activities on the Consolidatedestants of Cash Flows. Changes in
prepaid content are classified within net cash iexy by operating activities in the line item “Pagbcontent’on the Consolidated Stateme
of Cash Flows. Commitments for licenses that donmee¢t the criteria for asset recognition in theteotlibrary are included in Note 10 to the
consolidated financial statements.

Streaming content licenses (including both those dne recorded in the streaming content librag/thonse that do not meet the criteria
for asset recognition) are reviewed in aggregatheageographic region level for impairment whereaent or change in circumstances
indicates a change in the expected usefulneseafdhtent. The level of geographic aggregatioreterined based on the streaming content
rights which are generally specific to a geograpbgion inclusive of several countries (such agnLAmerica). An impairment would be
recorded as necessary to adjust the streamingritdifiteary to the lower of unamortized cost or estted net realizable value. No material
write down from unamortized cost to a lower netizable value was recorded in any of the perioésented.

We have licenses with performing rights organizai¢’'PROs"), and are currently involved in negatiad with other PROSs, that hold
certain rights to music "publicly performed" in ewction with streaming content into various teriés. For the latter, we accrue for estimi
royalties that are expected to be due to PROs djndtahese accruals based on any changes in éssinTdiese amounts are included in our
streaming content obligations. If we are unablesch mutually acceptable terms with the PROs, auéddbecome involved in litigation
and/or could be enjoined from delivering certainsinal compositions, which could adversely impactAdditionally, pending and
ongoing litigation between certain PROs and othedtparties in various territories could impact oegotiations with PROs. The results of
these negotiations are uncertain and may be miyatitierent from management's estimates.

Income Taxes

We record a provision for income taxes for the@pétited tax consequences of our reported resutiperiations using the asset and
liability method. Deferred income taxes are recegdiby applying enacted statutory tax rates appkce future years to differences betw
the financial statement carrying amounts of exgstinsets and liabilities and their respective &seb as well as net operating loss and tax
credit carryforwards. The effect on deferred tasess and liabilities of a change in tax rates é®gaized in income in the period that includes
the enactment date. The measurement of deferreabiets is reduced, if necessary, by a valuatiowahce for any tax benefits for which
future realization is uncertain.

Although we believe our assumptions, judgmentsestitnates are reasonable, changes in tax laws antegpretation of tax laws and
the resolution of any tax audits could significgnthpact the amounts provided for income taxesuinamnsolidated financial statements.

In evaluating our ability to recover our deferred aissets, in full or in part, we consider all &lale positive and negative evidence,
including our past operating results, and our fastof future earnings, future taxable income andignt and feasible tax planning strategies.
The assumptions utilized in determining future td&ancome require significant judgment and arestgtant with the plans and estimates we
are using to manage the underlying businessesalaperating results in future years could diff@mfi our current assumptions, judgments
and estimates. However, we believe that it is nlikety than not that all deferred tax assets reedrdn our Consolidated Balance Sheets will
ultimately be realized. In the event we were tedeine that we would not be able to realize afbant of our net deferred tax assets in the
future, an adjustment to the deferred tax assetddime charged to earnings in the period in whiehmake such determination.

We did not recognize certain tax benefits from utaie tax positions within the provision for incortexes. We may recognize a tax
benefit only if it is more likely than not the tawsition will be sustained on examination by thertg authorities, based on the technical m
of the position. The tax benefits recognized infthancial statements from such positions are theasured based on the largest benefit that
has a greater than 50% likelihood of being realizgon settlement. At September 30, 2013, our estichgross unrecognized tax benefits
were $59.7 million of which $50.1 million , if regoized, would favorably impact our future earningae to uncertainties in any tax audit
outcome, our estimates of the ultimate settlem&ntiounrecognized tax positions may change andttgal tax benefits may differ
significantly from the estimates. See Note 9 todbwesolidated financial statements for further infation regarding income taxes.

Stock-Based Compensation

Stock-based compensation expense at the granisdadsed on the total number of options grantedaaneistimate of the fair value of
the awards.
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We calculate the fair value of new stock-based amsption awards under our stock option plans wsilagtice-binomial model. This
model requires the input of highly subjective asgtioms, including price volatility of the underlygrstock. Changes in the subjective input
assumptions can materially affect the estimatainfvialue of options granted and our results ofrafiens could be impacted.

»  Expected Volatility: Our computation of expected volatility is basedadsiend of historical volatility of our common skoand
implied volatility of tradable forward call optiorie purchase shares of our common stock. Our aecisiincorporate implied
volatility was based on our assessment that impl@dtility of publicly traded options in our commatock is more reflective of
market conditions and, therefore, can reasonabBxpected to be a better indicator of expectedtiitfahan historical volatility
of our common stock. We include the historical tititg in our computation due to low trade volumiour tradable forward call
options in certain periods thereby precluding sel@nce on implied volatility. An increase of 10our computation of
expected volatility would increase the total sthesed compensation expense by approximately $ligmfor the three months
ended September 30, 2013.

«  Suboptimal Exercise Factor: Our computation of the suboptimal exercise facddydsed on historical option exercise behavior
and the terms and vesting periods of the optioastgd and is determined for both executives andexeautives. An increase in
the suboptimal exercise factor of 10% would incesilie total stock-based compensation expense byxépmately $0.6 million
for the three months ended September 30, 2013.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

For financial market risks related to changes tarigst rates, reference is made to Item 7A “Quathté and Qualitative Disclosures
About Market Risk” contained in Part Il of our AreduReport on Form 10-K for the year ended DecerBheP012 . Our exposure to market
risk has not changed significantly since Decemlie2812 .

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

Our management, with the participation of our Clrécutive Officer and Chief Financial Officer, &yated the effectiveness of our
disclosure controls and procedures (as definediiedRl3a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934, as amended) as of
the end of the period covered by this Quarterlyd®epn Form 10-Q. Based on that evaluation, oueCEkecutive Officer and Chief
Financial Officer concluded that our disclosureteools and procedures as of the end of the perivdrea by this Quarterly Report on Form
10-Q were effective in providing reasonable assurdhatinformation required to be disclosed by ueejports that we file or submit under
Securities Exchange Act of 1934, as amended, ie€irded, processed, summarized and reportedwtithitime periods specified in the
Securities and Exchange Commission’s rules ands@mnal (ii) accumulated and communicated to our gpament, including our Chief
Executive Officer and Chief Financial Officer, ggeopriate, to allow timely decisions regardinguiegd disclosure.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls will preventeator and all fraud. A control system, no mattew well conceived and operated, can
provide only reasonable, not absolute, assuraratdhth objectives of the control system are metthen, the design of a control system must
reflect the fact that there are resource constaartd the benefits of controls must be considezkadive to their costs. Because of the inherent
limitations in all control systems, no evaluatidrcontrols can provide absolute assurance thabalirol issues and instances of fraud, if any,
within the Company have been detected.

Changesin Internal Control Over Financial Reporting

There were no changes in our internal control éwancial reporting that occurred during the quaeteded September 30, 2013 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdimcial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceeding

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

Iltem 1A. Risk Factors

There have been no material changes from theaisofs as previously disclosed under the headinmgk“Ractors” in the Company’s
Annual Report on Form 10-K for the year ended Ddmean31, 2012 .

Item 6. Exhibits
(a) Exhibits:
Filed
ExhibitNumber Exhibit Description Incorporated by Reference Herewith
Form File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of Incorporation 10-Q 00049802 3.1 August 2, 2004
3.2 Amended and Restated Bylaws 8-K 00049802 3.1 March 20, 2009

3.3 Certificate of Amendment to the Amended and Redtate 10-Q 00049802 3.3 August 2, 2004
Certificate of Incorporation

3.4 Certificate of Designation of Rights, Preferenced a 8-K 00049802 3.1 November 2, 2012
Privileges of Series A Participating Preferred toc

4.1 Form of Common Stock Certificate S-1/A 33383878 4.1 April 16, 2002

4.2 Indenture, dated November 6, 2009, among Netftig,, Ithe 8-K 00049802 4.1 November 9, 2009
guarantors from time to time party thereto and ¥EHrgo
Bank, National Association, relating to the 8.50&nBr
Notes due 2017.

4.3 Indenture, dated November 28, 2011, among Netfix, and 8-K 00049802 4.1 November 28, 201
Wells Fargo Bank, National Association, relatinghie Zero
Coupon Senior Convertible Notes due 2018.

4.4 Registration Rights Agreement dated November 28128y 8-K 00049802 10.1 November 28, 201
and among Netflix, Inc., TCV VII, L.P., TCV VII(A)...P. anc
TCV Member Fund, L.P.

4.5 Preferred Shares Rights Agreement, dated as ofNioee2, 8-K 00049802 10.1 November 2, 2012
2012, by and between Netflix, Inc. and Computersfiaust
Company, N.A., as rights agent

4.6 Indenture, dated February 1, 2013, among Netftig,, Ithe 8-K 00049802 4.1 February 1, 2013
guarantors from time to time party thereto and ¥EHrgo
Bank, National Association, relating to the 5.375&ior
Notes due 2021.

10.1t Form of Indemnification Agreement entered into hg t S-1/A 33383878 10.1 March 20, 2002
registrant with each of its executive officers aictors



10.2t 2002 Employee Stock Purchase Plan Def 14A 00049802 A April 8, 2010
10.41 Amended and Restated 2002 Stock Plan Def 14A 00049802 A March 31, 2006
10.6F 2011 Stock Plan Def 14A 00049802 A April 20, 2011

10.7t Amended and Restated Executive Severance and Retent  10-K 00049802 10.7 January 31, 2013
Incentive Plan

10.8t Description of Director Equity Compensation Plan 8-K 00049802 99.1 June 16, 2010
10.9t Description of Director Equity Compensation Plan 8-K 00049802 10.1 December 28, 20(
31.1 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarbanes-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection
302 of the Sarbanes-Oxley Act of 2002 X

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

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2013 filed with the SEC on OctobelR33,
formatted in XBRL includes: (i) Consolidated Staterts of
Operations for the Three and Nine Months Endede®eiper
30, 2013 and 2012, (ii) Consolidated Statements of
Comprehensive Income for the Three and Nine MoBtided
September 30, 2013 and 2012 (iii) Consolidated iBzda
Sheets as of September 30, 2013 and December B4, 20
(iv) Consolidated Statements of Cash Flows foritheee and
Nine Months Ended September 30, 2013 and 2012\gridg
Notes to the Consolidated Financial Statements. X

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

t Indicates a management contract or compensatom
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdéport to be signed on its behalf
by the undersigned thereunto duly authorized.

NETFLIX, INC.
Dated: October 25, 2013 By: /sl REED H ASTINGS
Reed Hastings
Chief Executive Officer
(Principal executive officer)
Dated: October 25, 2013 By: /s/  DAVID WELLS

David Wells
Chief Financial Officer
(Principal financial and accounting officer)
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EXHIBIT INDEX
Filed
ExhibitNumber Exhibit Description Incorporated by Reference Herewith
Form File No. Exhibit Filing Date

3.1 Amended and Restated Certificate of Incorporation 10-Q 00049802 3.1 August 2, 2004
3.2 Amended and Restated Bylaws 8-K 00049802 3.1 March 20, 2009
3.3 Certificate of Amendment to the Amended and Redtate

Certificate of Incorporation 10-Q 00049802 3.3 August 2, 2004

3.4 Certificate of Designation of Rights, Preferenced a
Privileges of Series A Participating Preferred toc
8-K 00049802 3.1 November 2, 2012

4.1 Form of Common Stock Certificate S-1/A 33383878 4.1 April 16, 2002

4.2 Indenture, dated November 6, 2009, among Netftig,,Ithe
guarantors from time to time party thereto and ¥EHrgo
Bank, National Association, relating to the 8.50eBr

Notes due 2017. 8-K 00049802 4.1 November 9, 2009
4.3 Indenture, dated November 28, 2011, among Netfix, and

Wells Fargo Bank, National Association, relatinghe Zero

Coupon Senior Convertible Notes due 2018. 8-K 00049802 4.1 November 28, 201

4.4 Registration Rights Agreement dated November 28128y
and among Netflix, Inc., TCV VII, L.P., TCV VII(A)...P. anc
TCV Member Fund, L.P. 8-K 00049802 10.1 November 28, 201

4.5 Preferred Shares Rights Agreement, dated as ofNioee2,
2012, by and between Netflix, Inc. and Computersfaust
Company, N.A., as rights agent
8-K 00049802 10.1 November 2, 2012

4.6 Indenture, dated February 1, 2013, among Netftig,,Ithe
guarantors from time to time party thereto and ¥EHrgo
Bank, National Association, relating to the 5.375&ior
Notes due 2021. 8-K 00049802 4.1 February 1, 2013

10.1% Form of Indemnification Agreement entered into hg t

registrant with each of its executive officers aictors S-1/A 33383878 10.1 March 20, 2002
10.2t 2002 Employee Stock Purchase Plan Def 14A 00049802 A April 8, 2010
10.4% Amended and Restated 2002 Stock Plan Def 14A 00049802 A March 31, 2006
10.6% 2011 Stock Plan Def 14A 00049802 A April 20, 2011

10.7t Amended and Restated Executive Severance and Retent
Incentive Plan
10-K 00049802 10.7 January 31, 2013

10.8% Description of Director Equity Compensation Plan 8-K 00049802 99.1 June 16, 2010



10.9t Description of Director Equity Compensation Plan 8-K 00049802 10.1 December 28, 20(

31.1 Certification of Chief Executive Officer Pursuant$ection

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

302 of the Sarbanes-Oxley Act of 2002 X

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

101 The following financial information from Netflixnic.’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2013 filed with the SEC on OctobeP33,
formatted in XBRL includes: (i) Consolidated Statents of
Operations for the Three and Nine Months Endede®eiper
30, 2013 and 2012, (ii) Consolidated Statements of
Comprehensive Income for the Three and Nine MoRtided
September 30, 2013 and 2012 (iii) Consolidated i8ada
Sheets as of September 30, 2013 and December B4, 20
(iv) Consolidated Statements of Cash Flows foritheee and
Nine Months Ended September 30, 2013 and 2012\gritdg
Notes to the Consolidated Financial Statements. X

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

t Indicates a management contract or compensatom,
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EXHIBIT 31.1

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

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

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

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

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

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

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

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

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

a) all significant deficiencies and material weadses in the design or operation of internal cootrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) any fraud, whether or not material, that inesl\management or other employees who have a santifiole in the
registrant’s internal control over financial repogt

Dated: October 25, 2013 By: /'s/  REED H ASTINGS

Reed Hastings
Chief Executive Officer




EXHIBIT 31.2

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

I, David Wells, certify that:

1.

2.

5.

| have reviewed this Quarterly Report on Fofivlof Netflix, Inc.

Based on my knowledge, this report does notatomny untrue statement of a material fact otamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this

report;

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

a)

b)

c)

d)

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

designed such internal control over financial répgr or caused such internal control over finah@aorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

evaluated the effectiveness of the registratisslosure controls and procedures and presenttnisi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period coveyehis report based on
such evaluation; and

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

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

a)

b)

all significant deficiencies and material weasses in the design or operation of internal cootrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

any fraud, whether or not material, that inesl\management or other employees who have a samtifiole in the
registrant’s internal control over financial repogt

Dated: October 25, 2013 By: /s/ DAVID WELLS

David Wells
Chief Financial Officer



EXHIBIT 32.1

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

I, Reed Hastings, certify, pursuant to 18 U.S.Gti®a 1350, as adopted pursuant to Section 90B6eoSarbane®xley Act of 2002, the
the Quarterly Report on Form 10-Q of Netflix, Ifiet the quarter ended September 30, 2013 fully d@wpvith the requirements of

Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that information contained in sugport fairly presents, in all material
respects, the financial condition and results arapons of Netflix, Inc.

Dated: October 25, 2013 By: /'s/  REED HASTINGS

Reed Hastings
Chief Executive Officer

I, David Wells, certify, pursuant to 18 U.S.C. Sect1350, as adopted pursuant to Section 906 db#tbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifict the quarter ended September 30, 2013 fully d@spvith the requirements of

Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that information contained in sugport fairly presents, in all material
respects, the financial condition and results arapons of Netflix, Inc.

Dated: October 25, 2013 By: /s/ DAVID WELLS

David Wells
Chief Financial Officer




