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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements

Index to Condensed Consolidated Financial Statemest

Condensed Consolidated Statements of Operatiortedorhree Months Ended March 31, 2004 and
Condensed Consolidated Balance Sheets as of Dec@&hh2004 and March 31, 20

Condensed Consolidated Statements of Cash Flowwkddrhree Months Ended March 31, 2004 and :
Notes to Condensed Consolidated Financial Statexr
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Revenues
Subscriptior
Sales

Total revenue
Cost of revenues
Subscriptior
Sales

Total cost of revenue

Gross profit

Operating expense
Fulfillment*
Technology and developmer
Marketing*
General and administrative
Stocl-based compensatic

Total operating expens
Operating los!
Other income (expense
Interest and other incon
Interest and other expen

Net loss before income tax
Provision for income taxe

Net loss

Net loss per shar
Basic

Diluted

Weightec-average common shares outstand

Basic

Diluted

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

*Amortization of stocl-based compensation not included in expense lingsi

Fulfillment

Technology and developme
Marketing

General and administrati

Total stocl-based compensatic

See accompanying notes to condensed consolidaiucfal statements.

4

Three Months Ended

March 31, March 31,
2004 2005
$ 99,82: $152,44¢
547 1,69¢
100,37( 154,14(
56,44 93,98¢
182 99¢
56,62 94,98¢
43,74 59,15¢
10,79( 16,69¢
5,03¢ 7,15t
26,69: 35,80z
3,13¢ 5,007
4,43t 4,27¢
50,09: 68,93¢
(6,35(0) (9,789
591 1,051
(31 (39)
(5,790) (8,770
— 44
$ (5,790 $ (8,819
$ (0.1) $ (0.1
$ (011 $ (0.17)
51,28: 52,81¢
51,28: 52,81¢
$ 511 % 441
1,62¢ 1,411
564 74¢€
1,73¢ 1,681
$ 4438 $ 4,27¢
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Netflix, Inc.
Consolidated Balance Sheets
(unaudited)
(in thousands, except share and par value data)

Assets

Current asset:
Cash and cash equivalel
Prepaid expenst
Prepaid revenue sharing expen
Other current asse

Total current asse
DVD library, net
Intangible assets, n
Property and equipment, r
Deposits
Other asset

Total asset

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu
Current portion of capital lease obligatic

Total current liabilities
Deferred ren

Total liabilities

Commitments and Contingenci
Stockholder' equity:

Common stock, $0.001 par value; 160,000,000 slard®rized at December 31, 2004 and March 31,
2005; 52,732,025 and 52,964,505 issued and outagaat December 31, 2004 and March 31, 2005,
respectively

Additional paic-in capital

Deferred stoc-based compensatic

Accumulated other comprehensive I

Accumulated defici

Total stockholdel' equity

Total liabilities and stockholde’ equity

See accompanying notes to condensed consolidaiucial statements.
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As of
December 31 March 31,
2004 2005

$ 174,46: $ 165,82:
2,741 1,782
4,69 5,027
5,44¢ 1,40t
187,34t 174,03¢
42,15¢ 52,62,
961 507
18,72¢ 23,63t
1,60( 1,561
1,00( 1,21¢

$ 251,79: $ 253,58
$ 49,77¢ $ 52,63:
13,13: 15,68!
31,93¢ 32,46:

68 —

94,91( 100,77¢
60C 6932
95,51( 101,46¢

53 53
292,84 296,12:
(4,692 (3,327)
(222) (222)
(131,69 (140,51:)
156,28 152,11

$ 251,79: $ 253,58:
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Netflix, Inc.
Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Three Months Ended

March 31, March 31,
2004 2005
Cash flows from operating activities:
Net income $ (5,790 $ (8,819
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation of property and equipmi 1,252 1,93¢
Amortization of DVD library 18,127 22,00¢
Amortization of intangible asse 62€ 454
Stocl-based compensation expel 4,43¢ 4,27¢
Gain on disposal of DVD (3649) (1,129
Noncash interest expen 11 11
Changes in operating assets and liabilii
Prepaid expenses and other current a: 99¢ 4,671
Accounts payabl 10,52¢ 2,857
Accrued expense 83¢€ 2,55(
Deferred revenu 3172 527
Deferred ren (33 93
Net cash provided by operating activit 33,80( 29,44:
Cash flows from investing activities:
Purchases of shterm investment (3649) —
Purchases of property and equipm (1,809¢) (6,845
Acquisitions of DVD library (23,57() (33,040
Proceeds from sale of DVL 547 1,694
Deposits and other assi (19 77
Net cash used in investing activiti (25,219) (38,369
Cash flows from financing activities:
Proceeds from issuance of common sl 1,81¢ 36E
Principal payments on capital lease obligati (111) (79
Net cash provided by financing activiti 1,70¢ 28€
Net increase in cash and cash equival 10,29¢ (8,639
Cash and cash equivalents, beginning of pe 89,89« 174,46:
Cash and cash equivalents, end of pe $100,18¢ $165,82:

See accompanying notes to condensed consolidaiucfal statements.
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statement
(in thousands, except shares, per share data andrpentages)

Basis of Presentation

The accompanying condensed consolidated interianfiial statements of Netflix, Inc. and its whollyreed subsidiary (the
“Company”) have been prepared in conformity witb@mting principles generally accepted in the WhB¢ates and are consistent in all
material respects with those applied in the Comjsaamynual report on Form 10-K for the year endedddeber 31, 2004. The preparation of
financial statements in conformity with U.S. gertlgraccepted accounting principles requires managero make estimates and judgments
that affect the amounts reported in the finanditesnents and accompanying notes. Examples inthedestimate of useful lives and residual
value of its DVD library; the valuation of stockd®d compensation; and the recognition and measatarhincome tax assets and liabilities.
The actual results experienced by the Company riffgy #fom management’s estimates.

The interim financial information is unaudited, laflects all normal recurring adjustments that arehe opinion of management, necessary
to fairly present the information set forth thereie interim financial statements should be r@acbnjunction with the audited financial
statements and related notes included in the Coyg2004 annual report on Form 10-K filed with tBecurities and Exchange Commission
on March 15, 2005. Interim results are not necdgsadicative of the results for a full year. Cairt amounts reported in previous periods
have been reclassified to conform to the curreesgmtation.

Recent Accounting Pronouncements

In December 2004, the Financial Accounting Stansl&aiard (“FASB”) issued Statement of Financial Aacting Standards
(“SFAS”) No. 123(R),Share-Based Paymemnivhich establishes standards for transactionshiclwan entity exchanges its equity instruments
for goods or services. This standard replaces SRASL23 and supercedes APB Opinion No. 25, Accagrfor Stock-based compensation.
This Standard requires a public entity to measheecbst of employee services received in exchamgarf award of equity instruments based
on the grant-date fair value of the award. Thisglates the exception to account for such awarithg uke intrinsic method previously
allowable under APB Opinion No. 25. In March 200% Securities and Exchange Commission (“SHESS)ed Staff Accounting Bulletin 1(
(SAB 107) which summarizes the views of the SE® ségarding the interaction between SFAS 123(R) eertain SEC rules and regulati
and provides the staff's views regarding the vétuabf share-based payment arrangements for pobfigoanies. In April 2005, the SEC
issued Release 33-8568 delaying the effectiveafa®#-AS 123(R), and as such the Company will beired to implement the provisions of
SFAS No. 123(R) beginning January 1, 2006. The Gomypreviously adopted the fair value recogniticovjsions of SFAS No. 123,
Accounting for Sto-Based Compensatignn the second quarter of 2003, and restated pedods at that time. Accordingly the Company
believes SFAS No. 123(R) will not have a matengbact on its financial position or results of optienas.

In March 2005, the FASB issued FIN 47, Accountiog@onditional Asset Retirement Obligations. FINdarifies that an entity
must record a liability for a “conditional” assetirement obligation if the fair value of the oldigpn can be reasonably estimated. The
provision is effective for no later than the endistal years ending December 15, 2005. The Compaeg not expect the adoption of this
standard to have a material effect on its finangaaition or results of operations.

Fair Value of Financial I nstruments

The fair value of the Company’s cash, short-termestments, accounts payable, accrued expensespital tease obligations approximates
their carrying value due to their short maturity.

Restricted Cash

As of March 31, 2005, other assets included rastticash of $1,000 related to a workers’ compemsétisurance deposit.

Revenue Recognition

Subscription revenues are recognized ratably dwauly subscriber's monthly subscription period URd$ to subscribers are recorded
as a reduction of revenues. Revenues from salgseaf DVDs are recorded upon shipment.

Cost of Revenues

Cost of subscription revenues consists of revehaérsgy expenses, amortization of the DVD librampostization of intangible assets
related to equity instruments issued to studiod,@rstage and packaging expenses related to D\M&ded to paying subscribers. Revenue
sharing expenses are recorded as DVDs subjectéoue sharing agreements are shipped to subscribessof DVD sales include the net
book value of the DVDs sold and, where applicablepntractually specified percentage of the sadisevfor the DVDs that are subject to
revenue share agreements.
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statemenfcontinued)
(in thousands, except shares, per share data andrpentages)

Fulfillment

Fulfillment expenses represent those costs incunregerating and staffing the Compasyulfillment and customer service centers, inahgy
costs attributable to receiving, inspecting andelausing the Company’s DVD library. Fulfillment exyses also include credit card fees.

Technology and Devel opment

Technology and development expenses consist obppayrd related costs incurred in testing, maintgjrand modifying the Company’s Web
Site, its recommendation service, developing sohgifor downloading movies to subscribers, telecamipations systems and infrastructure
and other internal-use software systems. Technadogydevelopment expenses also include depreciatidhe computer hardware and
capitalized software.

Marketing

Marketing expenses consist of payroll and relatgrbeses and advertising expenses. Advertising egsanclude marketing program
expenditures and other promotional activities,udahg revenue sharing expenses, postage and pagkaxjppenses and library amortization
related to free trial periods. Advertising costs arpensed as incurred except for advertising taztucosts, which are expensed the first
time the advertising is run.

In November of 2002, the Emerging Issues Task FOrE4TF") reached a consensus on Issue No. 02At6punting by a Customer
(Including a Reseller) for Certain Considerationde&ed from a Vendagrwhich addresses the accounting for cash considergiven to a
reseller of a vendor’s products from the vendore Tompany and its vendors participate in a vanéooperative advertising programs and
other promotional programs in which the vendors/jgte the Company with cash consideration in excbhdngmarketing and advertising of
the vendors products. If the consideration received reprasainbursement of specific incremental and idaitié costs incurred to promc
the vendor’s product, it is recorded as an offsehé associated marketing expense incurred. Ambrasement greater than the costs
incurred is recognized as a reduction of cost wémees when recognized in the Company’s statenfergerations.

Revenue sharing expenses

The Company acquires DVDs from studios and distoifsuthrough either direct purchases or revenusrghagreements. The revenue
sharing agreements enable the Company to obtaindaf lower upfront cost than under traditionegcli purchase arrangements. Under the
revenue sharing agreements, the Company sharesenfage of the actual net revenues generatedehysth of each particular title with the
studios over a fixed period of time, or the Titler, which is typically twelve months for each D\ibe. At the end of the Title Term, the
Company generally has the option of returning tMbIitle to the studio, destroying the title or phasing the title. The revenue sharing
expenses are expensed to ‘Cost of SubscriptionrReg as DVDs subject to revenue sharing agreenaeatshipped to subscribers.

The terms of some revenue sharing agreements twidios obligate the Company to make minimum reveshaing payments for
certain titles. The Company amortizes minimum rexesharing prepayments (or accretes an amount feagastudios if the payment is due
in arrears) as revenue sharing obligations arerieduA provision for estimated shortfall, if amn minimum revenue sharing payments is
made in the period in which the shortfall becomebable and can be reasonably estimated.

Amortization of DVD library

The Company remits an upfront payment to acquilestirom the studios and distributors. This payteciudes a contractually
specified initial fixed license fee that is capitad and amortized in accordance with the Compaby’B library amortization policy. The
Company amortizes its DVD library, less estimataldage value, on a “sum-of-the-months” acceleratsis over its estimated useful life.
The useful life of the new-release DVDs and badielogue DVDs is estimated to be 1 year and 3 yeaspectively. In estimating the useful
life of its DVD library, the Company takes into acmt library utilization as well as an estimate lfest or damaged DVDs.

Prior to July 1, 2004, the Company amortized thst obits entire DVD library, including the capitedd portion of the initial fixed
license fee, on a “sum-of-the-months” acceleragsishover one year. However, based on a periodiiation of both new release and back-
catalogue utilization for amortization purposeg @ompany determined that back-catalogue titleg laasignificantly longer life than
previously estimated. As a result, the Companysetiithe estimate of useful life for the back-caga®DVD library from a “sum of the
months” accelerated method using a one-year liftagsame accelerated method of amortization wsihgee-year life. The purpose of this
change was to more accurately reflect the prodedifie of these assets. In accordance with Accagrfrinciples Board Opinion No. 20,
Accounting Change(*APB 20"), the change in life has been accountadak a

8
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statemenfcontinued)
(in thousands, except shares, per share data andrpentages)

change in accounting estimate on a prospectives li@sn July 1, 2004. New releases will continuééocamortized over a one year period. As
a result of the change in the estimated life ofithek-catalogue library, total cost of revenues $4d million lower, net income was $4.4
million higher and net income per share was $0igBédr for the three months ended March 31, 2005.

In addition, the Company also determined that sieiing fewer previously rented DVDs than estirddtet at an average selling price
higher than historically estimated. The Companyefoge revised its estimate of salvage values,i@mtdpurchase DVDs in the third quarter
of 2004. For those direct purchase DVDs that then@any estimates it will sell at the end of theiefus lives, a salvage value of $3.00 per
DVD has been provided effective July 1, 2004. lhaise DVDs that the Company does not expect torsekalvage value is provided.
Simultaneously with the change in accounting estnod expected salvage values the Company recadeatte-off of approximately $1.9
million related to non-recoverable salvage valuthanthird quarter of 2004.

DVD library and accumulated amortization are akfos:

As of
December 31 March 31,
2004 2005
DVD library, gross $ 198,21¢ $ 229,21¢
Less accumulated amortizati (156,059 (176,59)
DVD library, net $ 42,15¢ $ 52,621

I ntangible Assets
Intangible assets and accumulated amortizationisteasof the following:

As of December 31, 2004

As of March 31, 2005

Accumulated

Accumulated

. amortization . amortization
Gross carrying Gross carrying
amount Net amount Net
Studio intangible asse $ 1152¢ $ (10,567 $961 $ 11,52¢ $ (11,02)  $507
Strategic marketing alliance intangible as: 41€ (41€) — 41€ (41¢€) —
Total $ 11,94« $ (10,98) $961 $ 11,94« $ (11,43)  $507

The unamortized balance of the studio intangibsegwill be fully amortized in 2005.

Stock-Based Compensation

In 2003, the Company adopted the fair value redammprovisions of Statement of Financial AccougtBtandards (“SFAS”) No. 123,
Accounting for Sto-Based Compensatioas amended by SFAS No. 14&;counting for Stock-Based Compensation — Tramséitd
Disclosure, an Amendment of FASB Statement Nofor stock-based employee compensation.

During the third quarter of 2003, the Company begjamting stock options to its employees on a migriasis. Such stock options are
designated as non-qualified stock options andiwasiediately, in comparison with the three to foeay vesting periods for stock options
granted prior to the third quarter of 2003. As suteof immediate vesting, stock-based compensatipense determined under SFAS No.
123 is fully recognized upon the stock option gsafor those stock options granted prior to thelthuarter of 2003 with three to four-year
vesting periods, the Company continues to amottieadeferred compensation associated with the stpti&ns over their remaining vesting
periods.

Fair value was estimated at the date of grant usiedlack-Scholes pricing model with the followiagsumptions:

Three Months Ended

March 31, March 31,
2004 2005
Dividend yield 0% 0%
Expected volatility 70% 84%-85%



Risk-free interest rat 1.5%% 2.85%-3.2%
Expected life (in years 1kt 1.0-2.t
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statemenfcontinued)
(in thousands, except shares, per share data andrpentages)

In estimating expected volatility, the Company d¢dased historical volatility, volatility in markdtaded options on its common stock
and other relevant factors in accordance with SN&S123. The Company will continue to monitor thase other relevant factors used to
estimate expected volatility for future option gsanThe Company bases its expected life assumptidristorical experience as well as the
terms and vesting periods of the options grantegjiming with the second quarter of 2004, the Campmfurcated its option grants into two
employee groupings who have exhibited differenteise behavior and changed the estimate of thectaghéife from 1.5 years for all option
grants in the first quarter of 2004 to 1 year foe@roup and 2.5 years for the other group in ¢wesd quarter of 2004.

Income Taxes

The Company accounts for income taxes using thet assl liability method. Deferred income taxesramgnized by applying enacted
statutory tax rates applicable to future yearsifferdnces between the financial statement carrgimgunts of existing assets and liabilities
and their respective tax bases and operating la$sax credit carryforwards. The effect on defei@dassets and liabilities of a change in tax
rates is recognized in income in the period theluitles the enactment date. The measurement ofeléfiexx assets is reduced, if necessar
a valuation allowance for any tax benefits for vhiature realization is uncertain.

Net Income(Loss) Per Share

Basic net income (loss) per share is computed ubmgveighted-average number of outstanding shefresmmon stock during the
period. Diluted net income per share is computaéaguhe weighted-average number of outstandingeshai common stock and, when
dilutive, potential common shares outstanding dyutire period. Potential common shares consist pilyrat incremental shares issuable
upon the assumed exercise of stock options andamtarto purchase common stock using the treasock stethod.

For the three months ended March 31, 2004 and Z@@8ntial common shares from the assumed exestisarrants and
employee stock options were excluded from the elifudalculation as their inclusion would have bestirdilutive as the Company was in a
net loss position. The following table summarizes dutstanding potential common shares excluded fhe diluted calculation (rounded to
the nearest thousand):

Three Months Ended

March 31, March 31,
2004 2005
Warrants 9,154,000 7,823,00!
Employee stock optior 5,594,001 2,858,00!

Comprehensive Loss

The Company’s comprehensive loss consists of sstdod net unrealized gains (losses) on avail@pledle investments. The
components of comprehensive loss are as follows:

Three Months Ended

March 31, March 31,
2004 2005
Net loss $ (5,790 $(8,819)
Other comprehensive incom
Net unrealized gains on availa-for-sale investment 353 —
Comprehensive los $(5,43)) $(8,819)

Legal Proceedings

From time to time, in the normal course of its @ens, the Company is a party to litigation mati@nd claims, including claims relating to
employee relations and business practices. Libgatan be expensive and disruptive to normal basipperations. Moreover, the results of
complex legal proceedings are difficult to predidsted below are material legal proceedings toclwhihe Company is a party. The Company
believes that it has defenses to the cases shtlfeldw and is vigorously contesting these mat#nsunfavorable outcome of any of these
matters could have a material adverse effect ol€thrapany’s financial position, liquidity or resuti§ operations.

10
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statemenfcontinued)
(in thousands, except shares, per share data andrpentages)

Between July 22 and September 9, 2004, seven gadgpsecurities class action suits were filed intinéed States District Court for the
Northern District of California against the Compamd, in the aggregate, Reed Hastings, W. Barryavit@, Jr., and Leslie J. Kilgore. Thi
class action suits were consolidated in Januarp 288d a consolidated complaint was filed on Felyr@4, 2005, and the lead plaintiff is
Todd Noel. The complaint alleges violations of agrtfederal securities laws, seeking unspecifiadatges on behalf of a class of purchasers
of the Company’s common stock between October @32Mhd October 14, 2004. The plaintiffs allege thatCompany made false and
misleading statements and omissions of materi# ta@sed on the Compasydisclosure regarding churn and delivery spe@iimihg alleget
violations by each named defendant of Sections)ld{d 20(a) of the Securities Exchange Act of 183d Rule 10b-5 promulgated
thereunder and alleged violations by certain obfficers of Section 20A of Securities Exchange 8ic1934.

On September 14, 2004, BTG International Inc. fead against the Company and other, unaffiliat®ahganies in the United States District
Court for the District of Delaware. The complaifieges that the Company infringed U.S. Patent N61 5,860 entitled “Method and
Apparatus for Tracking the Navigation Path of atusethe World Wide Web.” The complaint also alleg&ringement of another patent by
certain of the other named defendants, not inclyitiie Company. The complaint seeks unspecified eosgtory and enhanced damages,
interest and fees, and to permanently enjoin tfendants from infringing the patents in the future.

On September 23, 2004, Frank Chavez, individually @n behalf of others similarly situated, filedlass action lawsuit against the Company
in California Superior Court, City and County ofrfSarancisco. The complaint asserts claims of, anubher things, false advertising, unfair
and deceptive trade practices, breach of conteaatedl as claims relating to the Company’s statemeggarding DVD delivery times. The
complaint seeks restitution, disgorgement, damaayesbjnjunction and specific performance and otbkef.

On October 19, 2004, Doris Staehr and Steve Stabhreholders claiming to be acting on the Compabghalf, filed a shareholder
derivative suit in the Superior Court of the Statt€alifornia for the County of Santa Clara agairesttain officers and certain current and
former members of the board of directors, spedlfiddeed Hastings, Barry McCarthy, Thomas R. Dillaaslie J. Kilgore, Richard Barton,
Timothy Haley, Jay Hoag, A. Robert Pisano, Michaghuh and Michael Ramsay. The plaintiffs claim thatnamed defendants breached
their fiduciary duties by allowing allegedly falaad misleading statements to be made regardingaguather things, churn. They also claim
that the named defendants illegally traded the Gomis stock while in possession of material nonubformation. In addition, the
plaintiffs assert claims for abuse of control, graismanagement, waste and unjust enrichment.aisuit seeks, on the Company’s behalf,
unspecified compensatory and enhanced damagesrgiesgent of profits earned through alleged insidating, recovery of attorneys’ fees
and costs, and other relief. In December 2004Cthrt stayed this proceeding pending resolutioa similar action brought by Miles L.
Mitzner, in the United States District Court foetNorthern District of California. Although the ext brought by Mr. Mitzner was dismissed
in February 2005, as of the date of the filinghoé treport the stay in the Staehr action had nehbiéed by the Superior Court.

I ntellectual Property Indemnification Obligations

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 by the Company istaomal on the other party making a claim pursuarthe procedures specified in the
particular contract, which procedures typicallywllthe Company to challenge the claims. FurtherGbmpany’s obligations under these
agreements may be limited in terms of time anddeow@nt, and in some instances, the Company may fegeeirse against third parties for
certain payments made by it under these agreenmieraddition, the Company has entered into indeicetibn agreements with its directors
and certain of its officers that will require ithang other things, to indemnify them against cerliaibilities that may arise by reason of their
status or service as directors or officers. Theaseof such obligations vary.

It is not possible to make a reasonable estimatieenimaximum potential amount of future paymeneurthese or similar agreements
due to the conditional nature of the Company’sgdilons and the unique facts and circumstancedviestan each particular agreement. No
amount has been accrued in the accompanying fialstaitements with respect to these indemnificatloigations.
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Item 2. Management'’s Discussion and Analysis of Financial @dition and Results of Operations

This quarterly report on Form 10-Q contains cerfamvard-looking statements within the meaninghef federal securities laws. These
forward-looking statements include, but are nofitkeh to, statements regarding: operating expemgess margin; liquidity; subscriber
acquisition and retention; churn; developmentsowmoading; revenue per average paying subscréretjmpacts arising from our DVD
library investments, marketing expenses, and siiEscacquisition cost. These forward-looking statets are subject to risks and
uncertainties that could cause actual results aadte to differ. A detailed discussion of these atiter risks and uncertainties that could
cause actual results and events to differ materfiadim such forward-looking statements is includsdpart of our 2004 annual report on Form
10-K filed with the Securities and Exchange Comipis®n March 15, 2005.

We undertake no obligation to revise or publicliease the results of any revision to any forwaiking statements contained in this
quarterly report on Form 10-Q or to explain whyuattresults differ.

Our critical accounting policies have not changednfour year ended December 31, 2004. For a comgistussion of our critical account
policies, please refer to our 2004 annual repoffam 10-K.

Overview
Our Business

We are the largest online movie rental subscripgienvice providing more than 3,000,000 subscribecgss to a comprehensive library
of more than 40,000 movie, television and othendidl entertainment titles. Our most popular sub8oriplan allows subscribers to have up
to three titles out at the same time with no duesldate fees or shipping charges for $17.99 meitm In addition to this plan, we offer other
subscription plans with different price points araalying service levels. Subscribers select tittemua Web site aided by our proprietary
recommendation service, receive them on DVD by th&il and return them to us at their conveniendegusur prepaid mailers. After a title
has been returned, we mail the next availableititie subscriber's queue. The terms and conditignshich subscribers utilize our service
and a more detailed description of how our serwiogks can be found at www.netflix.com/TermsOfUse

Our business has grown rapidly since inceptionyltieg in substantially increased revenues. Oungnchas been fueled by the rapid
adoption of DVDs as a medium for home entertainnasnivell as increased awareness of online DVD Ieenfée expect that our business
continue to grow as the market for online DVD rénatontinues to grow, a reflection of both the aamience and value of the subscription
rental model.

We derive substantially all of our revenues fronmntindy subscription fees. In the first quarter oD80we continued to show strong
growth in our subscription base and subscriptioremees. However, despite our overall revenue gromghloss was higher in the current
guarter as compared to the same period a yearsage dowered the monthly subscription price of marst popular service plan in the fourth
quarter of 2004 while increasing our marketing siyeg in a highly competitive environment.

We continue to experience aggressive direct comipetfrom Blockbuster. In particular, Blockbustert dts standard subscription price
twice during the last quarter of 2004 and currehtlg a price $3 below our most popular serviceeptit addition, Blockbuster has continued
television advertising of its online offering. Wis@anticipate that other potential entrants, aghmazon.com, will offer competing
services, either directly or in conjunction witthets. Our focus in 2005 will be to retain our leatig position despite the dynamic
competitive landscape.

Additionally, we continue to invest resources tealep solutions for downloading movies to consumeénsr core strategy has been and
remains to grow a large DVD subscription businbssyever, as technology and infrastructure devedaglow effective and convenient
delivery of movies over the Internet, we intenaffer our subscribers the choice of receiving tiedavies on DVD or by downloading,
whichever they prefer. Although our solutions maytell in advance of meaningful demand for downingdervices and we expect only
modest consumer interest for the near term, wewelhe demand for this technology will grow stBadver the next ten years.

Key Business Metrics

Management periodically reviews certain key busimastrics in order to evaluate the effectivenessuofoperational strategies, allocate
resources and maximize the financial performanaauobusiness. The key business metrics includéotlmving:

. Churn: Churn is a monthly measure defined as customeretlations in the quarter divided by the sum of begig subscribers
and gross subscriber additions, then divided bgettmonths. Management reviews this metric to et@haether we are retaining
our existing subscribers in accordance with ouirass plans
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. Subscriber Acquisition CosBubscriber acquisition cost is defined as totalketéng expense divided by total gross subscriber
additions. Management reviews this metric to evalhaw effective our marketing programs are in &ogg new subscribers on
an economical basi

. Gross Margin:Management reviews gross margin in conjunction withrn and subscriber acquisition cost to targidsared
operating margin

Management believes it is useful to monitor thestries together and not individually as it doesmeke business decisions based 1
any single metric. Please see “Results of Opersitibelow for further discussion on these key bussmaetrics.
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Results of Operations

The following table sets forth, for the periodsgmeted, the line items in our Statements of Opmratas a percentage of total revenues.
The information contained in the table below shdaddead in conjunction with the Financial StatetseNotes to Financial Statements, and
Management’s Discussion and Analysis of Financ@hdition and Results of Operations included in thiarterly report on Form 10-Q.

Three Months Ended

March 31, March 31,
2004 2005
Revenues
Subscriptior 99.5% 98.%%
Sales 0.5% 1.1%
Total revenue 100.(% 100.(%
Cost of revenues
Subscriptior 56.2% 61.(%
Sales 0.2% 0.€%
Total cost of revenue 56.4% 61.6%
Gross profit 43.6% 38.2%
Operating expense
Fulfillment 10.8% 10.8%
Technology and developme 5.C% 4.€%
Marketing 26.€% 23.2%
General and administratiy 3.1% 3.2%
Stocl-based compensatic 4.4% 2.€%
Total operating expens 49.9% 44.71%
Operating los! (6.9% (6.9%
Other income (expense
Interest and other incon 0.5% 0.€%
Interest and other expen — —
Net loss before income tax (5.8% (5.7%
Provision for income taxe — —
Net loss (5.8% (5.7%
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Three Months Ended March 31, 2004 Compared to ThreMonths Ended March 31, 2005

Revenues
Three Months Ended
March 31, March 31, Percent
2004 2005 Change
(in thousands except percentages and
average monthly subscription revenue
per paying subscriber)
Revenues
Subscriptior $ 99,82  $152,44¢ 52.7%
Sales 547 1,694 209.71%
Total revenue $100,37(  $154,14( 53.6%
Average number of paying subscrib 1,62¢ 2,681 64.%
Average monthly subscription revenue per payingsstiber $ 20.4: $ 18.91 (7.49%

We currently generate all of our revenues in théddinStates. We derive substantially all of oureraves from monthly subscription fe
and recognize subscription revenues ratably dwad subscriber’'s monthly subscription period.ddition, we generate a small portion of
our revenues from the sale of used DVDs and reeegsich revenues when the DVDs are shipped.

The increase in our subscription revenues fortiheet months ended March 31, 2005 in comparisontiwétsame prior-year period was
primarily attributable to substantial growth in theerage number of paying subscribers as summarizéé table above, offset in part by a
decline in average monthly subscription revenueppging subscriber. We believe the increase imtivaber of paying subscribers was dri
primarily by increased consumer awareness of thefiis of online DVD rentals and continuing impravents in our service. The decline in
the average monthly subscription revenue per pastgcriber was a result of the price decreasemofmost popular service plan from $19
in the first quarter of 2004 to $17.99 in the figstarter of 2005. We expect the average revenupayéng subscriber to decline as we pron
our lower cost service plans.

Subscriber churn was 5.0 percent in the first guanrt 2005, up from 4.4 percent in the fourth geladf 2004 and slightly up from
4.7 percent in the first quarter of 2004. We badithis increase in subscriber churn was primarilyeth by an increase in our subscriber
cancellation rate resulting from continued aggresgricing and heavy marketing spending by Blockéuto promote its online DVD rental
service. If we are unable to compete effectivelgiast Blockbuster and our other existing competites well as against potential new entr
into the online movie rental subscription businessh as Amazon, in both retaining our existing stibsrs and attracting new subscribers,
our churn will likely increase and our businesd W adversely affected.

The following table presents our ending subscrbirmation:

As of

March 31, March 31,
2004 2005

(in thousands, except percentages)

Free subscribel 90 131
As a percentage of total subscrib 4.7% 4.3%
Paid subscriber 1,84% 2,88i
As a percentage of total subscrib 95.2% 95.7%
Total subscriber 1,932 3,01¢
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Cost of Revenues

Three Months Ended

March 31, March 31, Percent
2004 2005 Change

(in thousands, except percentages)
Cost of revenues

Subscriptior $ 56,44« $ 93,98¢ 66.5%
Sales 182 99¢ 445.%%
Total cost of revenue $ 56,627 $ 94,98¢ 67.1%

The increase in cost of subscription revenueshifeitiiree months ended March 31, 2005 in compavisthnthe same prior-year period was
primarily attributable to the following factors:

. The number of DVDs mailed to paying subscriberseased 72 percent, which was driven by a 65 peinerdase in the
number of average paying subscribers coupled wiiparcent increase in monthly movie rentals peragye paying
subscriber

. Postage and packaging expenses increased by $1ifoh,mepresenting a 72 percent increase. Thisgase was primarily

attributable to the increase in the number of aye@aying subscribers and the number of DVDs madqrhying
subscribers

. DVD amortization increased by $4.1 million, repmgtseg a 25 percent increase. This increase wasapilyrattributable to
increased acquisitions for our DVD library pariyatiffset by the impact in the current period of4srillion related to the
change in estimate of useful life of our b-catalogue DVD library made in the third quarte2604.

. Revenue sharing expenses increased by $16.4 milBpresenting a 105 percent increase. This inereas primarily
attributable to the increase in the number of aye@aying subscribers and the number of DVDs madgrhying subscribe
coupled with an increase in the percentage of D¥illgect to revenue sharing agreements mailed togaybscribers. In
addition, revenue sharing expenses were highdifitst quarter of 2005 due to a provision for éséimated shortfall on
certain titles subject to minimum revenue shariagmpents

Gross Margin

Three Months Ended

March 31, March 31,
2004 2005

(in thousands, except percentages)
Gross profit $ 43,74 $ 59,15t
Gross margir 43.6% 38.4%

The decline in gross margin for the first quarte2@05 as compared to the same period in the peaar was attributable to the decline
revenue per paid shipment as a result of the pieceease of our most popular service plan from3gLB the first quarter of 2004 to $17.9¢
the first quarter of 2005. However, the decline wadially offset by the change in estimate relatethe useful life of our back-catalogue
DVD library. If movie rentals per average payindpscriber increases or if we see more shipmentsvid'® subject to revenue share,
additional erosion in our gross margin will occur.
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Operating Expenses:
Fulfillment

Three Months Ended

March 31, March 31, Percent
2004 2005 Change
(in thousands, except percentages)
Fulfillment $10,79( $16,69¢ 54. 1%
As a percentage of revent 10.8% 10.8%

The increase in fulfillment expenses in absoluttadefor the three months ended March 31, 200&mparison with the same prior-
year period was primarily attributable to an inse& personn-related costs resulting from the higher volumadfvities in our customer
service and shipping centers, coupled with an as®en credit card fees as a result of the incrimasgbscriptions. In addition, the increase in
fulfillment expenses was attributable to an incegasfacility-related costs resulting from the relocation or exgian of certain of our shippir
centers and the addition of new ones. As a pergerdarevenues, fulfillment expenses remained esngirimarily due to the combination of
an increasing revenue base and operational eféienwhich reduced fulfillment costs per paid sihémt by approximately 9 percent.

Technology and Devel opment

Three Months Ended

March 31, March 31, Percent
2004 2005 Change
(in thousands, except percentages)
Technology and developme $ 5,03¢ $ 7,15t 42.(%

As a percentage of revent 5.(% 4.€%

The increase in technology and development expensdssolute dollars for the three months endedc&d, 2005 in comparison with
the same prior-year period was primarily the regtilin increase in personnel-related costs. Ase@epéage of revenues, technology and
development expenses decreased primarily due rteadqy increase in revenues than technology anelajawent expenses.

We continuously research and test a variety ofrgiateimprovements to our internal hardware andveafe systems in an effort to
improve our productivity and enhance our subscsibexperience. Additionally, we are developing $iolus for downloading movies to
subscribers. As a result, we expect our technofoglydevelopment expenses will continue to incr@aabsolute dollars for the remainder of

2005.
Marketing

Three Months Ended

Percent

March 31, March 31, Change

2004 2005

(in thousands, except percentages and
subscriber acquisition cost)

Marketing $26,69: $35,80: 34.1%
As a percentage of revent 26.6% 23.2%

Other data

Gross subscriber additio 76C 94t 24.2%
Subscriber acquisition ca $ 35.17 $ 37.8¢ 7.%%
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The increase in marketing expenses in absolutamddibr the three months ended March 31, 2005 impewison with the same prior-
year period was primarily attributable to an inae& marketing program costs, primarily onlinglioeand television advertising, to attri
new subscribers. In addition, personredhted costs increased in order to support thieenigolume of marketing activities. As a percentat
revenues, the decrease in marketing expenses waarily due to a greater increase in revenues tharketing expenses.

Subscriber acquisition cost increased for the thmeaths ended March 31, 2005 in comparison wittsttrae prior-year period as a
result of an increase in marketing program spendgirignarily the increased use of radio and telewisidvertising as an acquisition channel
and increases in online advertising rates.

We anticipate that our marketing expense and siltfesaacquisition cost will continue to increase tioe remainder of 2005. The highly
competitive landscape, including the aggressivenpiton by Blockbuster of its online service, thegudial entry of other video rental
providers into the online subscription rental bessy could adversely impact our marketing experefitas we seek to maintain and increase
our market leadership.

General and Administrative

Three Months Ended

March 31, March 31, Percent
2004 2005 Change
(in thousands, except percentages)
General and administratiy $ 3,13¢ $ 5,007 59.7%
As a percentage of revent 3.1% 3.2%

The increase in general and administrative expeinsassolute dollars for the three months endedc&d, 2005 in comparison with the
same prior-year period was primarily attributalden increase in personnel-related costs, as welhancrease in professional fees to support
our growing operations and compliance requiremekgsa percentage of revenues, the increase in glegred administrative expenses was
primarily due to a greater increase in generaladinistrative expenses than revenues.

Stock-Based Compensation

Three Months Ended

March 31, March 31, Percent
2004 2005 Change
(in thousands, except percentages)
Stocl-based compensatic $ 4,43¢ $ 4,27¢ (3.5%
As a percentage of revent 4.4% 2.5%

In 2003, we adopted the fair value recognition mions of Statement of Financial Accounting Stadddqf'SFAS”) No. 123Accounting
for Stocl-Based Compensatioas amended by SFAS No. 148;counting for Stock-Based Compensation — Tramséitd Disclosure, an
Amendment of FASB Statement No. for stock-based employee compensation. We applBlhek-Scholes option-pricing model to value
our stock option grants.

During the third quarter of 2003, we began granfirily vested stock options to our employees oncentinly basis. Stock-based
compensation expenses associated with these gbtiok® are immediately recognized. For stock ogtigranted prior to the third quarter of
2003 with three to four-year vesting periods, wettwe to amortize the deferred compensation agtstivith these stock options over their
remaining vesting periods.

The decrease in stock-based compensation expenabsalute dollars for the three months ended Maigi2005 in comparison with
the same prior-year period was primarily due todoexpenses resulting from lower average granepridfset in part by larger grants and
higher volatility assumptions in the current yearipd than in the prior-year period.
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In estimating expected volatility, we consider digtal volatility, volatility in market-traded opths on our common stock and other
relevant factors in accordance with SFAS No. 128 Black-Scholes option-pricing model, used byreguires the input of highly subjective
assumptions, including the option’s expected lifd the price volatility of the underlying stock. &tges in the subjective input assumptions
can materially affect the estimate of fair valueopfions granted.

Interest and Other |ncome

Three Months Ended

Percent

March 31, March 31, Change

2004 2005

(in thousands, except percentages)
Interest and other incon $ 591 $ 1,051 77.%
As a percentage of revent 0.5% 0.€%

Interest and other income consist primarily of iag earned on our cash and cash equivalents,tpribe liquidation of our short-
term investments during the second quarter of 20B4d.increase in interest and other income fotlihee months ended March 31, 2005 in
comparison with the same prior-year period was arilyndue to higher interest income earned on ashand cash equivalents due to
increased interest rates.

Liquidity and Capital Resources

Since inception, we have financed our activitigmprily through a series of private placementsafwertible preferred stock,
subordinated promissory notes, our initial pubfieeng and net cash generated from operating iietiv As of March 31, 2005, we had cash
and cash equivalents of $165.8 million. We haveegated net cash from operations during each qusirtee the second quarter of 2001. In
order to continue to generate cash from our oparatiwe must increase our revenues while contgpbiir operating expenses. Many factors
will impact our ability to grow revenues includirig,it not limited to, the number of subscribers glgm up for our service, the growth or
reduction in our subscriber base, and our abitityévelop new revenue sources. In addition, we imaag to lower our prices and increase our
marketing expenses in response to the aggressimpeatiion from Blockbuster and other potential ants in the market. Although we
currently anticipate that cash flows from operagiciogether with our available funds, will be sti#nt to meet our cash needs for the
foreseeable future, we may require or choose taimlatdditional financing. Our ability to obtain éincing will depend on, among other thin
our development efforts, business plans, opergt@nfprmance and the condition of the capital marl¢the time we seek financing. We
cannot assure you that additional financing wilklvailable to us on favorable terms when requioe@t all. If we raise additional funds
through the issuance of equity, equityked or debt securities, those securities maehraghts, preferences or privileges senior to itjets of
our common stock, and our stockholders may expeeigliution.

The following table summarizes our cash flow atig:

Three Months Ended

March 31, March 31,
2004 2005
Net cash provided by operating activit $ 33,80( $ 29,44
Net cash used in investing activiti (25,219 (38,36¢)
Net cash provided by financing activiti 1,70¢ 28€

For the three months ended March 31, 2005, netmasided by operating activities decreased $4Mlaniin comparison with the
same prior-year period. The decrease was primduigyto an increase in net loss to $8.8 milliorhim first quarter of 2005 from $5.8 million
in the first quarter of 2004 as well as the unfabbe impact of changes in working capital assetkliabilities. The decrease was partially
offset by an increase in non-cash amortizationunf@VD library as a result of increased purchaddgles and depreciation of property and
equipment.

For the three months ended March 31, 2005, netusesth in investing activities was $38.4 millioncomparison with $25.2 million
during the same prioyear period. The increase was primarily attribugablan increase in the acquisition of titles for kibrary to support ot
larger subscriber base and increased purchaseemérty and equipment to support our growing openat
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For the three months ended March 31, 2005, netmasided by financing activities decreased $1.4ioniin comparison with the
same prior-year period. The decrease was primattitiputable to lower proceeds from our issuanceonfimon stock under our employee
stock plans offset partially by a decrease in paymef our capital lease obligations.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not engagensactions that generate relationships wittonsalidated entities or financial
partnerships, such as entities often referred &irastured finance or special purpose entitiesofdingly, our operating results, financial
condition and cash flows are not subject to offabak sheet risks.

Indemnification Arrangements

In the ordinary course of business, we enter intdractual arrangements under which we agree wigeondemnification of varying
scope and terms to business partners and othéwaith respect to certain matters, including, imitlimited to, losses arising out of our
breach of such agreements and out of intellectugdgaty infringement claims made by third partiesaddition, we have entered into
indemnification agreements with our directors aedain of our officers that will require us, amaurther things, to indemnify them against
certain liabilities that may arise by reason ofitiséatus or service as directors or officers.

The terms of such obligations vary. Generally, ximam obligation is not explicitly stated, so thesoall maximum amount of the
obligations cannot be reasonably estimated. Tq dadave not incurred material costs as a re$giich obligations and have not accrued
any liabilities related to such indemnification iglations in our financial statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

For financial market risks related to changes tarigst rates, reference is made to Item 7A “Quatnté and Qualitative Disclosures
About Market Risk” contained in Part Il of our amhweport on Form 10-K for the year ended Decer3ie2004. Our exposure to market
risk has not changed materially since Decembe2@04.

Item 4. Controls and Procedures

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer, &vated the effectiveness of our
disclosure controls and procedures (as defineduiadR13a-15(e) and 15d-15(e) under the Securitiebdhge Act of 1934, as amended) as of
the end of the period covered by this quarterlyrepn Form 10-Q. Based on that evaluation, oueCEkecutive Officer and Chief Financial
Officer concluded that our disclosure controls pratedures as of the end of the period coverediisyquarterly report on Form 10-Q were
effective in ensuring that information requiredo disclosed by us in reports that we file or sulhunder the Securities Exchange Act of
1934, as amended, is recorded, processed, sumuharidereported within the time periods specifiethim Securities and Exchange
Commission’s rules and forms.

There was no change in our internal control oveairftial reporting that occurred during the quagteted March 31, 2005 that has
materially affected, or is reasonably likely to evally affect, our internal control over financiaporting.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls will preverteator and all fraud. A control system, no matiew well conceived and operated, can
provide only reasonable, not absolute, assuraratdtth 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 considegkadive to their costs. Because of the inherent
limitations in all control systems, no evaluatidrcontrols can provide absolute assurance thaballrol issues and instances of fraud, if any,
within Netflix have been detected.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

We are a party to other litigation matters andnstaiincluding those related to employee relationslausiness practices, which are
normal in the course of our operations, and wiiteresults of such litigation matters and claimmcd be predicted with certainty, we beli
that the final outcome of such matters will not@avmaterial adverse impact on our financial pasitr results of operations. However,
because of the nature and inherent uncertaintibgattion, should the outcome of these actionsibfavorable, our business, financial
condition, results of operations and cash flowdate materially and adversely affected.

On August 13, 2004, Miles L. Mitzner, a shareholclaiming to be acting on our behalf, filed a statder derivative suit in the United
States District Court for the Northern District@élifornia against certain officers and certainrent and former members of the board of
directors, specifically Reed Hastings, W. Barry M@y, Jr., Jay C. Hoag, A. Robert Pisano, MiclReahsay and Timothy M. Haley. Mr.
Mitzner claimed that the named defendants breatttedfiduciary duties by allowing allegedly falaad misleading statements to be made
regarding, among other things, churn. Mr. Mitznsepalaimed that the named defendants illegallgedaour stock while in possession of
material nonpublic information. The lawsuit sougit,our behalf, unspecified compensatory and erdthdamages, disgorgement of profits
earned through alleged insider trading, recovermtimirneys’ fees and costs, and other relief. Hamean February 25, 2005, the Court
dismissed the action with prejudice, and final jodmt was entered in our favor.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
(c) Use of Proceeds:

We continue to maintain approximately $72.0 millmfithe net proceeds from our initial public offegiin May 2002 in cash and cash
equivalents.
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Item 6. Exhibits
Incorporated by Reference
Filed
Exhibit Herewith
Number Exhibit Description Form File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of Incorpora 10-Q 00C-4980: 3.1 August 2, 200
3.2 Amended and Restated Byla S-1/A  333-8387¢ 3.4 April 16, 200:
3.3 Certificate of Amendment to the Amended and Redtate 0004980z 3.2 August 2, 200
Certificate of Incorporatiol 10-Q
4.1 Form of Common Stock Certifica S-1/A 3338387¢ 4.1 April 16, 200:
10.1 Form of Indemnification Agreement entered into bg t 3338387¢ 10.1 March 20, 200
registrant with each of its executive officers and
directors S-1/A
10.2 2002 Employee Stock Purchase F S-1 333-8387¢  10.2 March 6, 200
10.3 Amended and Restated 1997 Stock | S-1/A  33:8387¢ 10.3 May 16, 200:
104 2002 Stock Pla S-1 333-8387¢ 10.4 March 6, 200
10.5 Amended and Restated Stockhol’ Rights Agreemer S-1 33:3-8387¢  10.5 March 6, 200
10.6 Office Lease between the registrant and BR3 Par S-1 33:3-8387¢  10.7 March 6, 200
10.7 Lease Agreement with Lincoln-Recp Oakland Opco, LLC 3338387¢ 10.8 March 6, 200
as amende S-1
10.8 Employment Offer Letter for W. Barry McCartl S-1 33:3-8387¢  10.9 March 6, 200
10.9 Employment Offer Letter for Tom Dillo S-1 333-8387¢  10.10 March 6, 200
10.10 Employment Offer Letter with Leslie J. Kilgo S-1 333-8387¢ 10.11 March 6, 200
10.11**  Letter Agreement between the registrant and Colambi 3338387¢ 10.12 May 20, 200;
TriStar Home Entertainment, In S-1/A
10.12**  Revenue Sharing Output License Terms between the 3338387¢ 10.13 May 20, 200;
registrant and Warner Home Vid S-1/A
10.13 Form of Subordinated Promissory Ni S-1/A  3338387¢ 10.14 May 20, 200.
10.14**  Strategic Marketing Agreement between the regisaad 0004980z 10.14 & 10.1! November 14, 20(
Best Buy Co., as amend 10-Q
10.15 Lease between Sobrato Land Holdings and Netflix, 10-Q 00C-4980:z 10.15 August 2, 200
10.16 Lease between Sobrato Interests Il and Netflix, 10-Q 00C-4980: 10.16 August 2, 200
311 Certification of Chief Executive Officer Pursuant$ectiot
302 of the Sarban-Oxley Act of 200z X
31.2 Certification of Chief Financial Officer Pursuant$ection
302 of the Sarban-Oxley Act of 200z X
32.1% Certifications of Chief Executive Officer and Chief
Financial Officer Pursuant to Section 906 of the
Sarbane-Oxley Act of 200z X

**  Confidential treatment granted on portions of thedbits.
*  These certifications are not deemed filed by $ieC and are not to be incorporated by referenaayrfiling we make under the
Securities Act of 1933 or the Securities Exchangedk 1934, irrespective of any general incorparatanguage in any filing:
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SIGNATURES

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

N ETFLIX , | NC.

Dated: May 10, 2005 By: /s/ REEDH ASTINGS

Reed Hastings
Chief Executive Office

Dated: May 10, 2005 By: /sl BARRY M ¢ C ARTHY

Barry McCarthy
Chief Financial Officer
(Principal financial and accounting office
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EXHIBIT INDEX
Incorporated by Reference
Exhibit Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorpora 10-Q 00C-4980: 3.1 August 2, 200«
3.2 Amended and Restated Byla S-1/A  333-8387¢ 3.4 April 16, 2002
3.3 Certificate of Amendment to the Amended and Redtate 0004980z 3.2 August 2, 2004
Certificate of Incorporatiol 10-Q
4.1 Form of Common Stock Certifica S-1/A  333-8387¢ 4.1 April 16, 2002
10.1 Form of Indemnification Agreement entered into by t 3338387¢ 10.1 March 20, 2002
registrant with each of its executive officers and
directors S-1/A
10.2 2002 Employee Stock Purchase F S 333-8387¢  10.2 March 6, 200z
10.3 Amended and Restated 1997 Stock F S-1/A  333-8387¢ 10.3 May 16, 200z
104 2002 Stock Pla S-1 335-8387¢ 10.4 March 6, 200z
10.5 Amended and Restated Stockhol’ Rights Agreemer S-1 333-8387¢  10.5 March 6, 200z
10.6 Office Lease between the registrant and BR3 Pa S-1 33:-8387¢  10.7 March 6, 200z
10.7 Lease Agreement with Lincoln-Recp Oakland Opco, LLC 3338387¢ 10.8 March 6, 2002
as amende S-1
10.8 Employment Offer Letter for W. Barry McCartl S 33:3-8387¢  10.9 March 6, 200z
10.9 Employment Offer Letter for Tom Dillo S1 33:2-8387¢  10.10 March 6, 200z
10.10 Employment Offer Letter with Leslie J. Kilgo S-1 33:3-8387¢  10.11 March 6, 200z
10.11**  Letter Agreement between the registrant and Colambi 3338387¢ 10.12 May 20, 2002
TriStar Home Entertainment, In S-1/A
10.12**  Revenue Sharing Output License Terms between the 3338387¢ 10.13 May 20, 2002
registrant and Warner Home Vid S-1/A
10.13 Form of Subordinated Promissory Ni S-1/A  333-8387¢ 10.14 May 20, 200z
10.14**  Strategic Marketing Agreement between the registad 0004980z 10.14 & 10.1! November 14, 20(
Best Buy Co., as amend 10-Q
10.15 Lease between Sobrato Land Holdings and Netflix, 10-Q 00C-4980: 10.15 August 2, 200
10.16 Lease between Sobrato Interests Il and Netflix, 10-Q 00C-4980: 10.16 August 2, 200:¢
31.1 Certification of Chief Executive Officer Pursuant$ectior
302 of the Sarban-Oxley Act of 200z X
31.2 Certification of Chief Financial Officer Pursuant$ection
302 of the Sarban-Oxley Act of 200z X
32.1* Certifications of Chief Executive Officer and Chief
Financial Officer Pursuant to Section 906 of the
Sarbane-Oxley Act of 200z X
**  Confidential treatment granted on portions of thedabits.
*  These certifications are not deemed filed by $C and are not to be incorporated by refereneayrfiling we make under the
Securities Act of 1933 or the Securities Exchangedk 1934, irrespective of any general incorparatanguage in any filing:
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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 the



1. | have reviewed this quarterly report on FormQ@0f Netflix, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

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

4. 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 registrant and we have

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiary, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over fgiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportirftat occurred during the registrat’
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatimternal 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 cortvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Dated: May 10, 2005 By: / s/ REEDH ASTINGS

Reed Hastings
Chief Executive Office
EXHIBIT 31.2

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

I, Barry McCarthy, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Netflix, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ 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 registrant and we have

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiary, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

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

d) disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrast’
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affetie registrant’s internal control over
financial reporting; an



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

a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Dated: May 10, 2005 By: /S/ BARRY M ¢ C ARTHY

Barry McCarthy
Chief Financial Officel
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.Gti8a 1350, as adopted pursuant to Section 90B6eoSarbane®xley Act of 2002, the
the quarterly report on Form 10-Q of Netflix, Ifior the quarter ended March 31, 2005 fully compliégth the requirements of Section 13(a)
or 15(d) of the Securities Exchange Act of 1934 tirad information contained in such report fairhggents, in all material respects, the
financial condition and results of operations otfhlg Inc.

Dated: May 10, 2005 By: / s/ REEDH ASTINGS

Reed Hastings
Chief Executive Office

I, Barry McCarthy, certify, pursuant to 18 U.S.@cBon 1350, as adopted pursuant to Section 9@itedbarbanes-Oxley Act of 2002,
that the quarterly report on Form 10-Q of Netflixg. for the quarter ended March 31, 2005 fully pties with the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such reportygiresents, in all material respects, the
financial condition and results of operations otfhlg Inc.

Dated: May 10, 2005 By: / s/ B ARRY M c C ARTHY

Barry McCarthy
Chief Financial Officel
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