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Item 1.01. Entry into a Material Definitive Agreement.
Annual Salaries and Equity Compensation for Named kecutive Officers

The Board of Directors of the Registrant establistie annual salaries and monthly stock optionattces for 2006 for the
Registrant’s Named Executive Officers as follows:

MONTHLY STOCK

ANNUAL SALARY OPTION ALLOWANCE
NAME AND POSITION
Reed Hastings, Chief Executive Officer and Chairrogiine Boarc $ 500,00( $ 83,33
Barry McCarthy, Chief Financial Office $ 500,00( $ 58,33:
Thomas R. Dillon, Chief Operations Offic $ 807,50( $ 3,54:
Leslie J. Kilgore, Chief Marketing Office $ 650,00( $ 45,83

The number of stock options to be granted monthl e determined by the following formula: theugtee’s stock option allowance /
([Fair Market Value on the date of grant] * 0.2Bach monthly grant shall be made on the first rgdiay of the month, shall be fully vested
upon grant and shall be exercisable at a strileepgual to the Fair Market Value (as defined exRegistrant’s 2002 Stock Plan) on the date
of grant. The options will be subject to the teransl conditions of the 2002 Stock Plan and will 8mimistered on a non-discretionary basis
by the Stock Option Committee of the Registrantsmil of Directors, provided that only the Board nshgnge the amount or terms of future
grants. Registrant does not currently provide grnm of performance bonuses for its Named Exec@iffieers.
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