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Condensed Consolidated Statements of Operations

(in thousands, except per share data)

Revenue!
Cost of revenues
Subscriptior
Fulfillment expenses
Total cost of revenue
Gross profit
Operating expense
Technology and developmen
Marketing *
General and administrative
Gain on disposal of DVD
Total operating expens
Operating incom:
Other income (expense
Interest and other income (expen
Income before income tax
Provision for income taxe
Net income

Net income per shar
Basic

Diluted

Weighted average common shares outstani
Basic

Diluted

* Stock-based compensation included in expense line iten
Fulfillment expense
Technology and developme
Marketing
General and administrati

See accompanying notes to the condensed consadlifiaéacial statements.

Netflix, Inc.

(unaudited)

4

Three Months Ended

March 31, March 31,
2008 2007
$326,18: $305,32(
187,15t 165,18¢

35,64¢ 29,78:¢
222,80! 194,97:
103,37¢ 110,34¢
20,51¢ 15,71¢
54,93¢ 72,13¢
13,81¢ 12,18¢
(837) (90€)
88,43 99,13:
14,94: 11,21¢
7,66( 5,35(
22,60: 16,56¢
9,22¢ 6,701

$ 13,37¢ $ 9,86¢
$ 021 $ 0.14
$ 021 $ 0.14
62,77¢ 68,69:
64,84( 70,67:
$ 106 % 14€
99¢ 757

50¢ 531
1,51¢ 1,36¢
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Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Prepaid expenst
Prepaid revenue sharing expen
Deferred tax asse
Other current asse
Total current asse
Content library, ne
Property and equipment, r
Deferred tax asse
Other asset

Total asset

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

Common stock, $0.001 par value; 160,000,000 steartmrized at March 31, 2008 and December 31,
2007; 61,550,284 and 64,912,915 issued and outatpatiMarch 31, 2008 and December 31, 2007,

respectively
Additional paic-in capital

Netflix, Inc.

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

Accumulated other comprehensive inca

Retained earning
Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying notes to the condensed consadlifiaéacial statements.

5

As of
December 31
March 31,

2008 2007
$168,98¢ $ 177,43¢
126,50t 207,70:¢
6,78( 6,11¢
7,40z 6,98:
3,271 2,25¢
13,20¢ 16,03’
326,16: 416,53:
145,36: 132,45!
86,99 77,32¢
16,76 16,24:
10,391 4,46t
$585,67¢ $ 647,02
$114,56¢ $ 104,44!
44,021 36,46¢
68,37t 71,66¢
226,96« 212,57¢
3,281 3,69t
230,24t 216,27
61 65
315,32: 402,71(
31C 1,611
39,741 26,36:
355,430 430,74¢
$585,67¢ $ 647,02
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Netflix, Inc.

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

Three Months Ended

March 31, March 31,
2008 2007
Cash flows from operating activities:
Net income $ 1337¢ $ 9,86¢
Adjustments to reconcile net income to net caskigen by operating activitie:
Depreciation and amortization of property, equipmeand intangible 6,35¢ 4,62¢
Amortization of content librar 57,57( 49,44;
Amortization of discounts and premiums on investts 13¢ (82
Stocl-based compensation expel 3,13( 2,80z
Excess tax benefits from stc-based compensatic (820 (4,076
Gain on sale of shc-term investment (4,320 (147
Gain on disposal of DVD (2,599 (2,599
Deferred taxe (83€) (25%)
Changes in operating assets and liabilit
Prepaid expenses and other current a: 2,56% (10,26¢)
Accounts payabl (1,199 11,39¢
Accrued expense 7,821 7,69¢
Deferred revenu (3,290 (5,444
Other assets and liabilitit (167) 64
Net cash provided by operating activit 77,74, 63,02¢
Cash flows from investing activities:
Purchases of shterm investment (91,959  (264,23)
Proceeds from sale of sh-term investment 175,31¢ 95,42
Purchases of property and equipm (12,43) (18,019
Acquisitions of content librar (65,127 (68,547
Proceeds from sale of DVL 4,507 5,62¢
Investment in busines (6,000 —
Other asset 8 (103)
Net cash provided by (used in) investing activi 4,32¢ (249,84
Cash flows from financing activities:
Proceeds from issuance of common si 8,54: 76€
Excess tax benefits from stc-based compensatic 82C 4,07¢
Repurchases of common stc (99,885 —
Net cash (used in) provided by financing activi (90,527 4,84
Net decrease in cash and cash equiva (8,450 (181,979
Cash and cash equivalents, beginning of pe 177,43¢ 400,43(
Cash and cash equivalents, end of pe $168,98¢ $ 218,45¢

See accompanying notes to the condensed consadlifiadéacial statements.
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statement

1. Basis of Presentation and Summary of Significariccounting Policies

The accompanying condensed consolidated interianfiial statements of Netflix, Inc. and its whollyreed subsidiary (the
“Company”) have been prepared in conformity witk@mting principles generally accepted in the UhB¢ates (“U.S.”and are consistent
all material respects with those applied in the @any’s Annual Report on Form X0for the year ended December 31, 2007. The prépa
of condensed consolidated financial statementsiiocmity with U.S. generally accepted accountinggiples requires management to m
estimates and judgments that affect the amountstezpin the condensed consolidated financial statdés and accompanying notes.
Examples include the estimates of useful livesrasdlual value of the Company’s content librarg ¥aluation of stock-based compensation
and the recognition and measurement of incomedseata and liabilities. The actual results expegdray the Company may differ from
management’s estimates.

The interim financial information is unaudited, baflects all normal recurring adjustments that aréhe opinion of management,
necessary to fairly present the information satfberein. The interim financial statements shdiddead in conjunction with the audited
financial statements and related notes includeédérCompany’s Annual Report on Form 10-K for tharyended December 31, 2007 filed
with the Securities and Exchange Commission (tHeC’$ on February 28, 2008. Interim results arematessarily indicative of the results
for a full year.

Fair Value of Financial | nstruments

The fair value of the Company’s cash and cash edgiins, shorterm investments, accounts payable and accrueds&papproximat
their carrying value due to their short maturities.

Cash Equivalents and Short-Term | nvestments

The Company classifies cash equivalents and shortinvestments in accordance with the Financiaofoting Standards Board’s
(“FASB") Statement of Financial Accounting StandaftiSFAS”) No. 115Accounting for Certain Investments in Debt and Equity Securities .
The Company considers investments in instrumentshaied with an original maturity of 90 days osl&sbe cash equivalents. The
Company classifies short-term investments as aMaitfor-sale, which consists of marketable seasitvith original maturities in excess of
90 days. Short-term investments are reported avéiie with unrealized gains and losses includeaccumulated other comprehensive
income within stockholders’ equity in the condensedsolidated balance sheets. The amortizatiomewhjpms and discounts, realized gains
and losses and declines in value judged to be -ttia@rtemporary on available-for-sale securitiesiacluded in interest and other income
(expense) in the condensed consolidated staterokBaperations. The Company uses the specific ifieation method to determine cost wt
calculating realized gains and losses upon theagakort-term investments.

Short-term investments are reviewed periodicallidemtify possible other-than-temporary impairmeéfithen evaluating the
investments, the Company reviews factors suchreggheof time and extent to which fair value hasrbkelow cost basis, the financial
condition of the issuer and the Company’s abilitgd antent to hold the investment for a period ofdgiwhich may be sufficient for anticipated
recovery in market value. The Company’s short-tewmestments had no other-than-temporary impairrdaring the three months ended
March 31, 2008 and 2007.

Restricted Cash

As of March 31, 2008 and December 31, 2007, otbeeta included restricted cash of $1.9 milliontesldo workers’ compensation
insurance deposits. In addition, as of March 308#&nd December 31, 2007, other current assetsdied|$2.3 million set aside for plaintiffs’
attorneys’ fees and expenses in @havez vs. Netflix, Inc. lawsuit. See Note 7 to the condensed consolidataddial statements for further
discussion.

Content Library

The Company acquires content from studios andilligbrs through direct purchases, revenue shagneeanents and license
agreements. The Company acquires content for tipope of rental to its subscribers and earns sigtiser rental revenues and, as such,
considers its content library to be a productiveeasAccordingly, the Company classifies its cohtimary as a non-current asset in its
condensed consolidated balance sheets. Additigrialfccordance with SFAS No. 9Batement of Cash Flows, cash outflows for the
acquisition of the content library, net of changeaccounts payable, are classified as cash floova fnvesting activities in the Company’s
condensed consolidated statements of cash flows.igmclusive of any upfront non-refundable paytserequired under revenue sharing
agreements.



Table of Contents

The Company amortizes its DVDs, less estimatedagalwalue, on a “sum-of-the-months” accelerate@slmar their estimated useful
lives. The useful lives of new release and cat@lv@s are estimated to be one year and three yesmgectively. In estimating the useful Ii
of the DVDs, the Company takes into account librailjzation as well as an estimate for lost or dged DVDs. Volume purchase discounts
received from studios on the purchase of titlesracerded as a reduction of DVD inventory when edrn

The Company provides a salvage value of $3.00 p Br direct purchase DVDs that the Company estésdt will sell at the end of
their useful lives. For DVDs that the Company donesexpect to sell, no salvage value is provided.

Under revenue sharing agreements with studios etidbditors, the Company generally obtains titlesd low initial cost in exchange
for a commitment to share a percentage of its sigigm revenues or a fee, based on utilizatioreravfixed period, or the title term, which
typically ranges from six to twelve months for ed@¥iD title. The revenue sharing expense associatttthe use of each title is expensed to
cost of revenues. At the end of the title term,@loenpany generally has the option of returningDM® title to the studio, destroying the title
or purchasing the title. In addition, the Compaeémits an upfront non-refundable payment to acditiess from the studios and distributors
under revenue sharing agreements. This paymenidesla contractually specified initial fixed licerfee that is capitalized and amortized in
accordance with the Company’s DVD amortization @oliThis payment may also include a contractugigctfied prepayment of future
revenue sharing obligations that is classifiedrapaid revenue sharing expense and is chargegtnsg as future revenue sharing
obligations are incurred.

The Company offers movies and TV episodes thabeamwatched on subscribers’ PCs (“streaming conteflie Company amortizes
license fees on streaming content on a strdightbasis consistent with the terms of the licemgeements. Streaming content is also acq
under revenue sharing agreements with studios istribdtors.

Amortization of Intangible Assets

Intangible assets are carried at cost less acctiedudamortization. The Company amortizes intanggisteets with finite lives using the
straight-line method over the estimated economnaisliof the assets, ranging from approximately 1D4tgears. Intangible assets are included
in other assets in the condensed consolidated dmkheets.

Property and Equipment

Property and equipment are carried at cost leamaglated depreciation. Depreciation is calculatsidgithe straight-line method over
the shorter of the estimated useful lives of tlepeetive assets, generally up to five years, otghse term for leasehold improvements, if
applicable.

I mpairment of Long-Lived Assets

In accordance with SFAS No. 144ccounting for the Impairment or Disposal of Long-Lived Assets, long-lived assets, such as content
library, property and equipment and intangible #ssabject to amortization, are reviewed for impa&nt whenever events or changes in
circumstances indicate that the carrying amouinciisset group may not be recoverable. Recoveyatifilasset groups to be held and used is
measured by a comparison of the carrying amouahafsset group to estimated undiscounted fututeftags expected to be generated by
the asset group. If the carrying amount of an agsetp exceeds its estimated future cash flowsngairment charge is recognized for the
amount in which the carrying amount of an assetijgexceeds fair value of the asset group. Impaitrciesrges were not material during the
three months ended March 31, 2008 and 2007.

Capitalized Software Costs

The Company accounts for software development ciostisiding costs to develop software productsherdoftware component of
products to be marketed to external users, asasedbftware programs to be used solely to meaTtimepany’s internal needs in accordance
with SFAS No. 86Accounting for the Costs of Computer Software to Be Sold, Leased, or Otherwise Marketed and Statement of Position
(“SOP”) No. 98-1 Accounting for Costs of Computer Software Developed or Obtained for Internal Use . Costs incurred during the application
development stage for software programs to be ssletly to meet the Comparsyinternal needs are capitalized. Capitalized so#veosts ar
included in property and equipment, net and arertipeal over the estimated useful lives of the safwy generally up to three years. The net
book value of capitalized software costs is notiigant as of March 31, 2008 and December 31, 2007

8
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Revenue Recognition

Subscription revenues are recognized ratably oaeh subscriber’s monthly subscription period. Reesrare presented net of the taxes
that are collected from customers and remittecbteeghmental authorities. Refunds to subscribersesrerded as a reduction of revenues.
Revenues from advertising sales are recognized cpapletion of the campaigns. Deferred revenueistmsf subscription revenues billed
to subscribers that have not been recognized dnslufiscriptions that have not been redeemed.

Cost of Revenues

Subscription. Cost of subscription revenues consists of postaggpackaging expenses, amortization of the cotitaary and revenue
sharing expenses. Revenue sharing expenses ardeeaghen DVDs are shipped to subscribers or sifessrwatch streaming content.

The terms of some revenue sharing agreements tuitios obligate the Company to make minimum reveshsing payments for
certain titles. The Company amortizes minimum resesharing prepayments (or accretes an amount lgaigastudios 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 becomedbable and can be reasonably estimated. Additigrtake terms of certain purchase
agreements with studios provide for rebates baseathieving specified performance levels. The Camiccrues for these rebates as ea
based on historical title performance and estimateemand for the titles over the remainder oftithe term. Actual rebates may vary which
could result in an increase or reduction in thexested amounts previously accrued.

Fulfillment expenses. Fulfillment expenses represent costs incurred eratng and staffing the Company’s shipping cenrdeis
customer service location, including costs attiahig to receiving, inspecting and warehousing tbmgany’s content library. Fulfillment
expenses also include credit card fees.

Technology and Devel opment

Technology and development expenses consist objpayrd related costs incurred in testing, maintajrand modifying the Compars/’
Web site, recommendation service, telecommunicatsystems and infrastructure. Technology and dpuaot expenses also include costs
incurred related to improvements for the delivefrgtoeaming content, other internal-use softwastesys and the depreciation of the
computer hardware and capitalized software usedrtidhe Company’s Web site and store its data.

Marketing

Marketing expenses consist primarily of advertisingts. Advertising costs include marketing progexpenditures and other
promotional activities, including revenue sharixgenses, postage and packaging expenses and camteriization related to free trial
periods. Advertising costs are expensed as incuxedpt for advertising production costs, whichepensed the first time the advertising is
run.

The Company and its vendors participate in a wanétooperative advertising programs and othemmtional programs in which the
vendors provide the Company with cash considerati@xchange for marketing and advertising of taedor’s products. If the consideration
received represents reimbursement of specific mergal and identifiable costs incurred to prombtewendor’s product, it is recorded as an
offset to the associated marketing expense incufed reimbursement greater than the specific imenetal and identifiable costs incurred is
recognized as a reduction in cost of revenues w&ewgnized in the Company’s condensed consolidatgdments of operations.

Income Taxes

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

Comprehensive | ncome

The Company reports comprehensive income or loasdordance with the provisions of SFAS No. 1R&porting Comprehensive
Income, which establishes standards for reporting congsive income and its components in the finant&@éments. Comprehensive
income consists of unrealized gains and lossevaitahle-for-sale securities, net of tax.

9
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Net |ncome Per Share

Basic net income per share is computed using thghtexl-average number of outstanding shares of camstock during the period.
Diluted net income per share is computed usingvighted-average number of outstanding sharesrofraan stock and, when dilutive,
potential common shares outstanding during theodeRotential common shares consist primarily ofémental shares issuable upon the
assumed exercise of stock options and shares tlyrpemchasable pursuant to our employee stockhase plan using the treasury stock
method. The computation of net income per shaas llows:

Three Months Ended
March 31, March 31,

2008 2007
(in thousands, except
per share data)

Basic earnings per shal

Net income $13,37¢ $ 9,86/
Shares used in computatic
Weighte-average common shares outstant 62,77¢ 68,69
Basic earnings per she $ 0.21 $ 0.14
Diluted earnings per shar
Net income $13,37¢ $ 9,86¢
Shares used in computatic
Weighte-average common shares outstanc 62,77¢ 68,69
Employee stock options and employee stock purcplaseshare 2,064 1,97¢
Weightec-average number of shar 64,84( 70,67:
Diluted earnings per sha $ 0.21 $ 0.14

Employee stock options with exercise prices grethai@n the average market price of the common st@ek 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

March 31, March 31,
2008 2007
(in thousands)
Employee stock optior 61€ 1,75¢€

Stock-Based Compensation

The Company accounts for stock-based compensatiaociordance with SFAS No. 123(Rhare-Based Payment. Upon the adoption
SFAS No. 123(R), the Company classified tax beseésulting from tax deductions in excess of thepensation cost recognized for those
options as financing cash flows. See Note 5 tatmensed consolidated financial statements fédudiscussion.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 1418Bjness Combinations, to replace SFAS No. 14Business Combinations .
SFAS No. 141(R) requires the use of the acquisiti@thod of accounting, defines the acquirer, eistiad the acquisition date and broadens
the scope to all transactions and other eventinhwone entity obtains control over one or moteobusinesses. This statement is effective
for financial statements issued for fiscal yeargifneing on or after December 15, 2008. The Compmhres not expect the adoption of this
standard to have a material effect on its finangaaition or results of operations.

In February 2007, the FASB issued SFAS No. T5@,Fair Value Option for Financial Assets and Financial Liabilities. SFAS No. 159
allows companies to choose to measure many finkinsiuments and certain other items at fair valtlee statement requires that unrealized
gains and losses on items for which the fair valpgion has been elected be reported in earningsSHo. 159 also amends certain
provisions of SFAS No. 11%\ccounting for Certain Investments in Debt and Equity Securities. SFAS No. 159 is effective for fiscal years
beginning after November 15, 2007, although eaddaption is permitted. SFAS No. 159 was effectorehe Company beginning in the fi
quarter of fiscal 2008. The Company elected to astor the investment in a business under themashod during the first quarter of 2008.
The adoption of SFAS No. 159 in the first quartefiscal 2008 did not impact the Company’s finahgiasition or results of operations.

10
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In September 2006, the FASB issued SFAS No. E&if,Value Measurements. SFAS No. 157 establishes a framework for measuring
the fair value of assets and liabilities. This feamork is intended to provide increased consistéméyw fair value determinations are made
under various existing accounting standards whemj, or in some cases require, estimates ofifiaitket value. SFAS No. 157 is effective
for fiscal years beginning after November 15, 2@6d interim periods within those fiscal years. ébfuary 2008, the FASB issued FASB
Staff Position (“FSP”) No. 157-2, which delays #féective date of SFAS No. 157 for all non-finai@asets and non-financial liabilities,
except those that are recognized or disclosedratdlue in the financial statements on a recurbiagis, to fiscal years beginning after
November 15, 2008 and interim periods within thiiseal years for items within the scope of FSP Nwi-2. Effective January 1, 2008, the
Company adopted SFAS No. 157 for financial assatdiabilities recognized at fair value on a requgrbasis. The partial adoption of
SFAS No. 157 for financial assets and liabilitiéd ot have a material impact on the Company’srfaia position or results of operations.
See Note 2 to the condensed consolidated finasigitdments for further discussion.

2. Short-Term Investments and Fair Value Measuremein
Short-term investments are classified as availédiesale securities and are reported at fair vakiéollows:

March 31, 2008

Gross Gross

Gross Unrealized Unrealized
Amortized Estimated
Cost Gains Losses Fair Value

(in thousands)

Corporate debt securiti $3380( $ 565 $ (96) $ 34,26¢
Government and agency securi 56,70: 197 4 56,89¢
Asset and mortga-backed securitie 35,48¢ 50€ (649 35,34

$12598 $ 1268 $ (749  $126,50¢

December 31, 2007

Gross Gross

Gross Unrealized Unrealized
Amortized Estimated
Cost Gains Losses Fair Value

(in thousands)

Corporate debt securitit $3644 $ 31t $ (85 $ 36,67¢
Government and agency securi 130,88« 2,15t (33 133,00¢
Asset and mortga-backed securitie 37,84: 307 (127) 38,027

$205,17: $ 2,777 $ (245  $207,70:

The Company measures certain financial asseté ataflae on a recurring basis, including cash eajleints and available-for-sale
securities. In accordance with SFAS No. 157, falug is a market-based measurement that shouldtbendned based on the assumptions
that market participants would use in pricing asea®r liability. As a basis for considering susBamptions, SFAS No. 157 establishes a
three-level hierarchy which prioritizes the inputed in measuring fair value. The three hierarekgls are defined as follows:

Level 1 — Valuations based on unadjusted quotemplin active markets for identical assets. Thevidue of available-for-sale
securities included in the Level 1 category is das® quoted prices that are readily and regulargilable in an active market. The Level 1
category includes money market funds of $125.0ienillwhich are included in cash and cash equivalenthe condensed consolidated
balance sheets.

Level 2 — Valuations based on observable inputsegathan Level 1 prices), such as quoted pricesifoilar assets at the measurement
date; quoted prices in markets that are not activether inputs that are observable, either diremtindirectly. The fair value of available-
for-sale securities included in the Level 2 catggstbased on the market values obtained from d@pendent pricing service that were
evaluated using pricing models that vary by aslssiscand may incorporate available trade, bid dheranarket information and price quotes
from well established independent pricing vendoid laroker-dealers. The Level 2 category includestdlkrm investments of $126.5 millic
which are comprised of corporate debt securitieseghment and agency securities and asset and agertiacked securities. The majority of
the residential and commercial mortgage-backedrgmsuare “AAA” rated. The mortgage bonds ownegresent the senior tranches of the
capital structure and provide credit enhancemeaoutih over-collateralization and their subordinatéharacteristics.

11
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Level 3 — Valuations based on inputs that are uaistadble and involve management judgment and thartiag entity’s own
assumptions about market participants and pridihg. Company has no Level 3 financial assets med&irgir value on the condensed
consolidated balance sheets as of March 31, 2008.

The hierarchy level assigned to each securityénGbmpany’s available-for-sale portfolio is basedte assessment of the transparency
and reliability of the inputs used in the valuatafrsuch instrument at the measurement date. Tihgp@noy did not have any financial
liabilities that were covered by SFAS No. 157 adefrch 31, 2008.

3. Content Library
Content library and accumulated amortization arfobews:

As of
December 31
March 31,
2008 2007
(in thousands)
Content library, gros $ 766,241 $ 698,70«
Less accumulated amortizati (620,879 (566,249
Content library, ne $ 145,36: $ 132,45!

4. Other Comprehensive Income
The components of comprehensive income are assilo

Three Months Ended

March 31, March 31,
2008 2007
(in thousands)
Net income $13,37¢ $ 9,864
Other comprehensive incorr
Change in unrealized gain on availefor-sale securities, net of t: (1,307) 484
Comprehensive incon $12,077 $10,34¢

5. Stockholders’ Equity
Sock Repurchases

On March 5, 2008, the Company’s Board of Directarthorized a stock repurchase program allowingohvapany to repurchase up to
$150.0 million of its common stock through the @fi@008. Under this program, no shares were regsexth during the three months ended
March 31, 2008.

On January 31, 2008, the Company’s Board of Dirscaoithorized a stock repurchase program allowiegdompany to repurchase up
to $100.0 million of its common stock through thelef 2008. Under this program, the Company remset 3,847,062 shares of common
stock at an average price of $25.96 per sharenfaggregate amount of $99.9 million, net of expen¥he Company had no stock
repurchases during the three months ended March0BY,.

Employee Stock Purchase Plan

In February 2002, the Company adopted the 2002 &yaplStock Purchase Plan (“ESP®hich reserved a total of 1,166,666 share
common stock for issuance. The 2002 ESPP alsogesyor annual increases in the number of shakable for issuance on the first day
each year, beginning with 2003, equal to the lesker

. 2 percent of the outstanding shares of the comrtoank ®n the first day of the applicable ye

. 666,666 shares; ar

. such other amount as the Comg’s Board of Directors may determir

Under the Company’s ESPP, employees may purchasmon stock of the Company through accumulated flageductions. The
purchase price of the common stock acquired by eyegls participating in the ESPP is 85% of the nlpgirice on either the first day of the

offering period or the last day of the purchaseqgugmwhichever is lower. Through May 1, 2006, offfigrperiods were 24 months, and the
purchase periods were six months. Therefore, efieting period included four six-month purchaseipds, and
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the purchase price for each snonth period was determined by comparing the ctppiices on the first day of the offering periodidhe las
day of the applicable purchase period. In this reanthe look-back for determining the purchaseeowas up to 24 months. However,
effective May 1, 2006, the ESPP was amended sdttbaiffering and purchase periods take place aqoectly in consecutive six-month
increments. Therefore, under the amended ESPRydkéback for determining the purchase price isrsonths. Employees may invest up to
15% of their gross salary through payroll deductidn no event shall an employee be permitted tohase more than 8,334 shares of
common stock during any six-month purchase pedadof March 31, 2008, 2,630,931 shares were aMailfal future issuance under the
2002 ESPP.

Sock Option Plans

In December 1997, the Company adopted the 199k $lam, which was amended and restated in Octdi@t.2rhe 1997 Stock Plan
provides for the issuance of stock purchase rightgntive stock options or non-statutory stockap. In November 2007, the 1997 Stock
Plan expired and, as a result, there were no shesesved, thereafter, for future issuance uporesieecise of outstanding options under the
1997 Stock Plan.

In February 2002, the Company adopted the 200X Rtan, which was amended and restated in May 200§ 2002 Stock Plan
provides for the grant of incentive stock optiom®mmployees and for the grant of non-statutorykstqitions and stock purchase rights to
employees, directors and consultants. As of Madg2808, 3,806,976 shares were reserved for fisstence upon the exercise of
outstanding options under the 2002 Stock Plan.

A summary of option activity during the three maémded March 31, 2008 is as follows:

. Options Outstanding Weighted-Ayerage A‘gglregate
Shares Available Remaining Intrinsic Value
Number of Weighted-Average Contractual Term

For Grant Shares Exercise Price (in years) (in thousands)
Balances as of December 31, 2! 3,994,86! 5,619,63! $ 16.4i
Granted (217,949 217,94 27.3C
Exercisec — (484,43) 17.6:
Cancelec 30,38¢ (30,389 28.61

Expired (332) — —
Balances as of March 31, 20 3,806,97! 5,322,76! 16.7¢ 6.5C $  95,55¢
Vested and exercisable as of March 31, 2 5,322,76! 16.7¢ 6.5C 95,55¢

The aggregate intrinsic value in the table abopeagents the total pretax intrinsic value (theeddhce between the Company’s closing
stock price on the last trading day of the firstiger of 2008 and the exercise price, multipliedti® number of in-the-money options) that
would have been received by the option holdersadfiamption holders exercised their options on Ma3&h2008. This amount changes based
on the fair market value of the Compasmgommon stock. Total intrinsic value of optiongmxsed for the three months ended March 31,
and 2007 was $6.6 million and $2.7 million, respety.

Cash received from option exercises for the threaths ended March 31, 2008 and 2007 was $8.5 midirl $0.8 million,
respectively.
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Sock-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 ghawving termination of employment.
Beginning in January 2007, newly-granted employeeksoptions will remain exercisable for the fidhtyear contractual term regardless of
employment status. In conjunction with this chartge,Company changed its method of calculatingdahevalue of new stock-based
compensation awards granted under its stock optamms from a Black-Scholes model to a lattice-birmdmmodel. The Company believes that
the lattice-binomial model is more capable of ipmyating the features of the Company’s employeekstptions than closed-form models
such as the Black-Scholes model. The lattice-biabmbdel has been applied prospectively startirth eptions granted in 2007. The
following table summarizes the assumptions usebkae option grants using the lattice-binomial node

Three Months Ended

March 31, March 31,
2008 2007
Dividend yield — —
Expected volatility 54% 43%
Risk-free interest rat 3.86% 4.7%
Suboptimal exercise fact 1.77-2.04 1.77-2.0¢

The Company estimates expected volatility basea blend of historical volatility of the Company’sramon stock and implied
volatility of tradable forward call options to pii@se shares of its common stock. The Company lesligwat implied volatility of publicly
traded options in its common stock is expectedetanore reflective of market conditions and, themefean reasonably be expected to be a
better indicator of expected volatility than histai volatility of its common stock.

The Company bifurcates its option grants into tmpkyee groupings (executive and non-executivegthas exercise behavior and
considers several factors when determining thenasé of expected life for each group, including hietorical option exercise behavior and
the terms and vesting periods of the options gtaniethe first quarter of 2008, the Company usedlzoptimal exercise factor of 2.04 for
executives and 1.77 for non-executives, which teduh a calculated expected life of the optiomggaf four years for executives and three
years for no-executives. In the first quarter of 2007, the Campused a suboptimal exercise factor of 2.09 fecetives and 1.77 for non-
executives, which resulted in a calculated expelifiedf five years for executives and four yeass fion-executives.

The Company bases the risk-free interest rate & Treasury zero-coupon issues with remaining teimgar to the expected term of
the options. The Company does not anticipate pagirygcash dividends in the foreseeable future becdkfore uses an expected dividend

yield of zero in the option valuation model. Then@mny does not use a g-vesting termination rate as options are fully gdstpon grant
date.

The weighted-average fair value of employee stgitions granted during the three months ended Mat¢i2008 and 2007 was $12.39
and $10.68 per share, respectively.

The following table summarizes stock-based comp@rsaxpense, net of tax, related to stock optiampand employee stock
purchases under SFAS No. 123(R) for the three nsoetided March 31, 2008 and 2007 which was allocaéddllows:

Three Months Ended

March 31, March 31,
2008 2007
(in thousands)

Fulfillment expense $ 10¢€ $ 14¢€
Technology and developme 99¢ 757
Marketing 50¢ 531
General and administrati\ 1,51¢ 1,36¢
Stocl-based compensation expense before income 3,13( 2,80z
Income tax benef (1,279 (1,139
Stocl-based compensation after income te $ 1,85¢ $ 1,66¢
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6. Income Taxes

On January 1, 2007, the Company adopted the pomgsif FASB Interpretation (“FIN”) No. 4&ccounting for Uncertainty in Income
Taxes. The adoption of FIN No. 48 did not have a matesiect on the Company’s financial position oruks of operations. In addition,
there are no uncertain tax positions whose reswluti the next 12 months is expected to materadfigct operating results. The Company
accounts for income taxes using the asset andityaimiethod. Deferred income taxes are recognizedgplying enacted statutory tax rates
applicable to future years to differences betwéernfinancial statement carrying amounts of existiagets and liabilities and their respective
tax bases and operating loss and tax credit cawginls. The effect on deferred tax assets anditiabiof a change in tax rates is recognized
in income in the period that includes the enactndat®. The measurement of deferred tax assetdused, if necessary, by a valuation
allowance for any tax benefits for which futurelizgion is uncertain. The Company recognizes egeand penalties related to uncertain tax
positions in income tax expense.

The Company files income tax returns in the U.8efal jurisdiction and various states. The Comparspbject to U.S. federahd stat
income tax examinations by tax authorities for gester 1997.

7. Legal Proceedings

From time to time, in the normal course of its @iens, the Company is a party to litigation matt@nd claims, including claims
relating to employee relations and business presticitigation can be expensive and disruptivediomal business operations. Moreover, the
results of complex legal proceedings are diffitalpredict and we cannot reasonably estimate kiediHood or potential dollar amount of any
adverse results. The Company expenses legal feesuaeed. Listed below are material legal procegdito which the Company is a party.
An unfavorable outcome of any of these mattersccbalve a material adverse effect on the Compameasial position, liquidity or results
of operations.

On December 28, 2007, Parallel Networks, LLC filecomplaint for patent infringement against the @any in the United States
District Court for the Eastern District of TexaaptionedParallel Networks, LLC v. Netflix, Inc., et. al , Civil Action No 2:07-cv-562-LED.
The complaint alleges that the Company infringe.BPatent Nos. 5,894,554 and 6,415,335 B1 entilgdtem For Managing Dynamic W
Page Generation Requests by Intercepting RequégehtServer and Routing to Page Server TherebyaRielg Web Server to Process Other
Requests” and “System and Method for Managing Dyoalteb Page Generation Requests”, issued on ABril299 and July 2, 2002,
respectively. The complaint seeks unspecified corsat®ry and enhanced damages, interest and fekseaks to permanently enjoin the
defendants from infringing the patent in the future

On October 16, 2007, Refined Recommendation Cotiparéiled a complaint for patent infringement aggtithe Company in the Unit
States District Court for the Eastern District afiJersey, captiondRefined Recommendation Corporation v. Netflix, Inc., Civil Action
No. 2:07-cv-04981-DMC-MF. The complaint alleges that the@any infringed U.S. Patent No. 6,606,102 entitl@dtimizing Interest
Potential”, issued on August 12, 2003. The complséeks unspecified compensatory and enhanced éafiaterest and fees, and seeks to
permanently enjoin the defendants from infringihg patent in the future. On February 15, 2008¢c#s® was transferred to the Northern
District of California.

On April 9, 2007, SBJ Holdings 1, LLC filed a corapit for patent infringement against the Companya&on.com, Inc.,
BarnesandNoble.com, LLC, and Borders Group, InthénUnited States District Court for the Easteistiirt of Texas, captionetBJ
Holdings 1, LLC v. Netflix, Inc., Amazon.com, Inc., BarnesandNoble.com, LLC, and Borders Group, Inc ., Civil Action No. 2:07-cv-120-TJW.
The complaint alleges that the Company infringe8.BPatent No. 6,330,592 B1 entitled “Method, Mem@&moduct, and Code for Displaying
Pre-Customized Content Associated with Visitor Datsued on December 11, 2001. The complaint saekpecified compensatory and
enhanced damages, interest and fees, and seesrtanently enjoin the defendants from infringing gatent in the future.

On January 2, 2007, Lycos, Inc. filed a complagmtfatent infringement against the Company, TiVie, Bnd Blockbuster, Inc. in the
United States District Court for the Eastern Dgdtdf Virginia. The complaint alleges that the Canyp infringed U.S. Patents Nos. 5,867,799
and 5,983,214, entitled “Information System and ietfor Filtering a Massive Flow of Information Higs to Meet User Information
Classification Needs” and “System and Method Emipigyndividual User Content-Based Data and Usetabofation Feedback Data to
Evaluate the Content of an Information Entity ihaage Information Communication Networkgspectively. The complaint seeks unspec
compensatory and enhanced damages, interest andifebeseeks to permanently enjoin the defendemtsiffringing the patents in the
future. On August 6, 2007, the case was transfaadite District of Massachusetts.
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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 Ctyuof San Francisco. The complaint asserts claifparoong other things, false
advertising, unfair and deceptive trade practiaesd, breach of contract, as well as claims relatirtfpe Company statements regarding D\
delivery times. The Company entered into an amesdétement under which Netflix subscribers whoevenrolled in a paid membership
before January 15, 2005 and were a member on Qci8h@005 are eligible to receive a free one-mapifirade in service level, and Netflix
subscribers who were enrolled in a paid membetséipre January 15, 2005 and were not a member tb&cl9, 2005 are eligible to
receive a free one-month Netflix membership ofegitine 1, 2 or 3 DVDs at#me unlimited program. The Court issued final jodnt on the
settlement on July 28, 2006, awarding plaintiff$bmeys’ fees and expenses of $2.1 million. Thalfjudgment was appealed to the
California Court of Appeal, First Appellate Distrid he appeal was heard on April 2, 2008. On Agitil 2008, the Court of Appeal affirmed
the final judgment. The appeal period for the Cafihppeal’s affirmation has not yet expired. Ircadance with SFAS No. Bccounting
for Contingencies, the Company estimated and recorded a chargesagaimings in general and administrative expeasgsciated with the
legal fees and the incremental expected costhéofree one-month membership to former subscriloérghich $6.8 million is included in
accrued expenses as of March 31, 2008. The chargled free one-month upgrade to the next levejganm for existing subscribers will be
recorded when the subscribers utilize the upgrélde.actual cost of the settlement will be dependenth many unknown factors such as the
number of former Netflix subscribers who actuatigeem the settlement benefit when it is made aleaifallowing the appeal period. The
Company denies any wrongdoing.

8. Related Party Transaction

In April 2007, Netflix entered into a license agrent with a company in which an employee had aifsigmt ownership interest at that
time. Pursuant to this agreement, Netflix recordetharge of $2.5 million in technology and develeptexpense in 2007. In January 2008,
in conjunction with various arrangements, Netflaigha total of $6.0 million to this same companiywvhich $5.7 million was accounted for
an investment under the cost method. The investméntiuded in other assets in the condensed tidased balance sheet. In conjunction
with these arrangements, the employee with thdfgignt ownership interest in the same company iteaied his employment with Netflix.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains cerfaimard{ooking statements within the meaning of the fetseaurities laws. The:
forward-looking statements include, but are noitkeh to, statements regarding: our strategy foivdghg streaming content; operating
expenses; interest and other income (expenseltiedax rate for the second quarter of 2008;itldy; churn; developments in DVD
formats; and average revenue per average payirsgisioer. These forward-looking statements are stihjerisks and uncertainties that could
cause actual results and events to differ. Fati@atsmight cause or contribute to such differerinelide, but are not limited to, those
discussed in the Annual Report on Form 10-K forytbar ended December 31, 2007 filed with the Seearand Exchange Commission on
February 28, 2008 and the other Quarterly Reportsaym 10-Q to be filed by us in 2008

We assume no obligation to revise or publicly re¢eany revision to any forward-looking statemeptstained in this Quarterly Report
on Form 10-Q.

Overview
Our Business

We are an online movie rental subscription serinidbe United States (“U.S.”), providing approximigt8.2 million subscribers access
to over 100,000 DVD titles plus a library of ove0@0 movies and TV episodes that subscribers cachvem their PCs (“streaming content”).
We offer nine subscription plans starting at $488month. There are no due dates, no late feea@sHipping fees. Subscribers select titles
at our Web site aided by our proprietary recomm#odaervice, receive them on DVD by U.S. mail aedirn them to us at their
convenience using our prepaid mailers. After a DhE3 been returned, we mail the next available DVB subscribes Queue. We also off
certain movies and TV episodes that can be watohexlibscribers’ PCs. The terms and conditions bgws$ubscribers utilize our service
and a more detailed description of how our sersiogks can be found at www.netflix.com/Terms Of Use.

Our core strategy is to grow a large DVD subsariptiusiness and expand into streaming contenasirket develops. We believe
that the DVD format, along with its high definiti@uccessor format, Bltay Disc, will continue to be the main vehicle featching content i
the home for the foreseeable future, and, by growitarge DVD subscription business, we will belygekitioned to transition our
subscribers and our business to stream movies ¥repisodes if that becomes the preferred consuneeiium for accessing content.

Key Business Metrics

Management periodically reviews certain key busimastrics within the context of our articulatedfpenance goals in order to
evaluate the effectiveness of our operationaleggias, allocate resources and maximize the finaperformance of our business. The key
business metrics include the following:

. 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@laether we are retaining
our existing subscribers in accordance with ouirass plans

. Subscriber Acquisition Cost: Subscriber acquisition cost is defined as totalkei@mg 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 basis in the context of estimatedailier lifetime value

. Gross Margin: Management reviews gross margin to monitor variabts and operating efficienc

Management believes it is useful to monitor thes¢ries together and not individually as managendees not make business decisions
based upon any single metric. Please see “Redudperations” below for further discussion on thiksg business metrics.
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Performance Highlights

The following represents our performance highlightsthe three months ended March 31, 2008, Decethe?007 and March 31,
2007:

Three Months Ended
December 31
March 31, March 31,
2008 2007 2007
(in thousands, except per share data,
percentages and subscriber acquisition cost)

Revenue: $326,18: $ 302,35! $305,32(
Net income 13,37¢ 15,77¢ 9,86¢
Net income per shar- diluted $ 0.21 $ 0.24 $ 0.14
Total subscribers at end of peri 8,24: 7,47¢ 6,791
Churn 3.9% 4.1% 4.14%
Subscriber acquisition co $ 29.5( $ 34.6( $ 47.4¢€
Gross margir 31.%% 33.&% 36.1%

Recent Developments and I nitiatives

In January 2007, we introduced the ability to siremntent over the Internet so subscribers coukdhwaovies and TV episodes on
their PCs. We intend to broaden this distributiapability for other platforms and with partners otime. In January 2008, we announced a
development arrangement with LG Electronics. Wikiketerms of this arrangement have not been fied)iwe anticipate developing, in
conjunction with LG Electronics, a set-top box thdt enable our subscribers to watch movies andepisodes directly on their televisions.
We are also working with other consumer electronmesiufacturers to offer devices that can streamiesand TV episodes to subscribers’
televisions.

In late 2006, Blockbuster launched its integratedesbased and online program, Total Access, wlyeBddickbuster online subscribers
may return DVDs delivered to them from Blockbugdsline to Blockbuster stores in exchange for astore rental. Total Access was
aggressively priced and experienced rapid subsagitmevth and large operating losses in the firdt @2007. In the second half of 2007,
Blockbuster adopted a new competitive strategy wkimphasized profitable growth. As part of this retrategy, Blockbuster reduced their
marketing spending and raised prices on Total Ax;oekich we believe contributed to an acceleratioour subscriber growth.

Critical Accounting Policies and Estimates

There have been no significant changes duringhitemtmonths ended March 31, 2008 to the itemsatbatisclosed as our critical
accounting policies and estimates in Managemerissu3dsion and Analysis of Financial Condition aresits of Operations in our Annual
Report on Form 10-K for the year ended Decembef3Q7.
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Results of Operations

The following table sets forth, for the periodsgaeted, the line items in our condensed consolidstetements of operations as a
percentage of total revenues. The information dnathin the table below should be read in conjamctiith the condensed consolidated
financial statements, notes to the condensed ddased financial statements and Management’s D&oenosand Analysis of Financial
Condition and Results of Operations included is tQuarterly Report on Form 10-Q.

Three Months Ended

March 31, March 31,
2008 2007
Revenue:! 100.(% 100.(%
Cost of revenues
Subscriptior 57.2% 54.1%
Fulfillment expense 10.% 9.8%
Total cost of revenue 68.2% 63.€%
Gross profit 31.7% 36.1%
Operating expense
Technology and developme 6.2% 5.1%
Marketing 16.£% 23.6%
General and administrati 4.2% 4.C%
Gain on disposal of DVD (0.2%) (0.2%)
Total operating expens 27.1% 32.5%
Operating incom: 4.€% 3.€%
Other income
Interest and other income (expen 2.2% 1.8%
Income before income tax 6.€% 5.4%
Provision for income taxe 2.8% 2.2%
Net income 4.1% 3.2%
Revenues
Three Months Ended Change
December 31 Q108 vs Q1'08 v
March 31, March 31,
2008 2007 2007 Q107 Q407
(in thousands, except percentages and average molythevenue
per paying subscriber)
Revenue:! $326,18: $ 302,35! $305,32( 6.8% 7.%
Other data
Average number of paying subscrib 7,71¢ 7,08¢ 6,41°F 20.2% 8.€%
Average monthly revenue per paying subscr $ 140¢ $ 142: $ 15.8¢ (11.2%) (0.€%)

We currently generate all of our revenues in th@ddinStates. We derive substantially all of oureraves from monthly subscription fe
and recognize subscription revenues ratably ovelr sabscriber’'s monthly subscription period.

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in our revenues during the three rsarided March 31, 2008 as compared to the sanrey@o period was primarily a
result of the substantial growth in the average Imemof paying subscribers arising from changeséncompetitive environment. This was
partly offset by a price reduction for our most plaw subscription plans during the second half@i2and a decline in the average monthly
revenue per paying subscriber, resulting from thtinued growth of our lower cost subscription glan

Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in our revenues during the three nsamded March 31, 2008 as compared to the thre¢thsiended December 31, 2007
was primarily a result of the growth in the averagenber of paying subscribers.

Churn was 3.9% in the first quarter of 2008, dovamt 4.1% in the fourth quarter of 2007 and 4.4%hmfirst quarter of 2007. We
believe the decrease was primarily due to changtsei competitive environment and a reduction inipg for our most popular subscription
plans. In addition, we continued improving the @#eservice quality and value to our subscribers. Mélieve these continuing improvements
to our service increase subscriber satisfactionghlwvesults in lower churn.

19



Table of Contents

We anticipate that the average revenue per payibgcsiber will continue to decline until the mix méw subscribers and existing
subscribers is approximately equivalent by subsiorplan price point.

The following table presents our ending subscrbirmation:

As of
March 31, December 31 March 31,
2008 2007 2007
(in thousands, except percentages)
Free subscribel 141 153 121
As a percentage of total subscrib 1.7% 2.C% 1.8%
Paid subscriber 8,10z 7,32¢ 6,67¢
As a percentage of total subscrib 98.2% 98.(% 98.2%
Total subscriber 8,24: 7,47¢ 6,791
Cost of Revenues
Subscription
Three Months Ended Change
December 31 Q1'08 vs Q1’08 vs
March 31, March 31,
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
Subscriptior $187,15¢ $ 168,67: $165,18¢ 13.2% 11.(%
As a percentage of revent 57.4% 55.8% 54.1%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in cost of subscription revenueshfeitiree months ended March 31, 2008 as compated same prior-year period was
primarily attributable to the following factors:

. The number of DVDs mailed to paying subscribersdased 15%, which was driven by a 20% increadeeimtimber of average
paying subscribers, partially offset by a declimenonthly DVD rentals per average paying subscrttgibuted to the continued
popularity of our lower priced plan

. Postage and packaging expenses increased by 21i84ngitease was primarily attributable to an inseegn the number of DVDs
mailed to paying subscribers and an increase inateeof first class postage in the amount of $@fiective May 2007

. Content library amortization increased by 16%. Thigease was primarily attributable to increaseatent library acquisitions in
order to support the growth of our subscriber b

. Revenue sharing expenses decreased by 7%. Thimsadearvas primarily attributable to a decreasedrp#rcentage of DVDs
subject to revenue sharing agreements mailed togaybscribers, partially offset by the increasthe number of average payi
subscribers
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Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in cost of subscription revenueshifeitiiree months ended March 31, 2008 as compatéd three months ended
December 31, 2007 was primarily attributable toftilewing factors:

. The number of DVDs mailed to paying subscriberseéased 18%, which was driven by a 9% increaseeimtimber of average
paying subscribers and an increase in monthly D&tals per average paying subscriber attributedsasonal increase in disc
usage

. Postage and packaging expenses increased by 1784ngitease was primarily attributable to an inseegn the number of DVDs
mailed to paying subscribers and the monthly DVitalks per average paying subscriber due to a sabisonease in disc usac

. Content library amortization remained relativelgtf

. Revenue sharing expenses increased by 11%. Thesase was primarily attributable to the increasénnumber of average
paying subscribers offset by a decrease in theeptage of DVDs subject to revenue sharing agreesmmeatled to paying
subscribers

Fulfillment Expenses

Three Months Ended Change
March 31, March 31, Q1’08 vs Q108 vs
December 31,
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
Fulfillment expense $35,64¢ $31,371 $29,78: 19.7% 13.6%
As a percentage of revent 10.9% 10.2% 9.8%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in fulfillment expenses for the thremths ended March 31, 2008 as compared to the paaneyear period was primarily
attributable to an increase in personnel-relatetsoesulting from the higher volume of activitiesour shipping centers and customer service
location. In addition, the increase in fulfilmemtpenses was attributable to an increase in facéiated costs resulting from the expansion of
our customer service center and the expansion @ditian of shipping centers.

Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in fulfillment expenses for the thremths ended March 31, 2008 as compared to the thomths ended December 31,
2007 was primarily attributable to an increaseamspnnel-related costs resulting from the highéume of activities in our shipping centers
and customer service location due to a seasonaase in disc usage. In addition, the increasalfitifnent expenses was attributable to an
increase in facility-related costs resulting frdme £xpansion and addition of shipping centers.

Gross Margin

Three Months Ended Change
December 31 Q1'08 vs Q1’08 vs
March 31, March 31,
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
Gross profit $103,37¢ $ 102,30! $110,34¢ (6.2%) 1.C%
Gross margit 31.1% 33.&% 36.1%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The decrease in gross margin for the three momitisceMarch 31, 2008 as compared to the same peirperiod was primarily
attributable to a reduction in the prices of oursinmopular subscription plans during the seconfldi&2007 and an increase in postage rates
effective May 2007. In addition, the decrease imsgrmargin was due to increased cost attributalderitent library acquisitions during this
same period.
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Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The decrease in gross margin for the three momitisceMarch 31, 2008 as compared to the three menithsd December 31, 2007 v
primarily attributable to an increase in monthly DVentals per average paying subscriber due tasosal increase in disc usage. In addi
the decrease in gross margin was due to increasdttributable to content library acquisitionsidg this same period.

Technology and Development

Three Months Ended Change
March 31, December 31 March 31, Q1’08 vs Q108 vs
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
Technology and developme $20,51¢ $ 18,55: $15,71¢ 30.6% 10.6%
As a percentage of revent 6.2% 6.1% 5.1%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in technology and development expdoséise three months ended March 31, 2008 as coedpa the same prior-year
period was primarily attributable to an increaseénsonnel-related costs due to growth in headcount

Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in technology and development expehgéyy the three months ended March 31, 2008 agpaced to the three months
ended December 31, 2007 was primarily attributéiken increase in personnel-related costs.

We regularly research and test a variety of paaitiprovements to our internal hardware and softvegstems in an effort to improve
our productivity and enhance our subscribers’ eepees. As a result, we anticipate that our tealmohbnd development expenses will
increase on a year-over-year basis for the remawfd2008.

Marketing
Three Months Ended Change
March 31, December 31 March 31, Q1'08 vs Q1’08 vs
2008 2007 2007 Q1'07 Q4'07

(in thousands, except percentages and subscribercqagsition cost)
Marketing $54,93¢ $ 51,72 $72,13¢ (23.6%) 6.2%
As a percentage of revent 16.8% 17.1% 23.%
Other data
Gross subscriber additio 1,86: 1,49t 1,52C 22.5% 24.5%
Subscriber acquisition co $ 29.5( $ 34.6( $ 47.4¢ (37.%) (14.7%)

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The decrease in marketing expenses for the thre¢hmended March 31, 2008 as compared to the saareypar period was primarily
attributable to a decrease in marketing progranscos

Subscriber acquisition cost decreased for the tma@hs ended March 31, 2008 as compared to the paor-year period primarily
due to a decrease in marketing spending per gulsssber addition resulting from changes in thepetitive environment.
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Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in marketing expenses during the thieehs ended March 31, 2008 as compared to tee thonths ended December 31,
2007 was primarily attributable to an increase arketing program costs and costs of free trials.

Subscriber acquisition cost decreased for the timersths ended March 31, 2008 as compared to tee thonths ended December 31,
2007 primarily due to a decrease in marketing simgnpler gross subscriber addition resulting frorarges in the competitive environment.

We anticipate that marketing expenses will decreasa year-over-year basis for the remainder oB2G30we cut marketing spending to
offset, in part, the costs of the price decreasémpéemented in the second half of 2007.

General and Administrative

Three Months Ended Change
March 31, December 31 March 31, Q1'08 vs Q1’08 vs
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
General and administratiy $13,81¢ $ 13,60 $12,18¢ 13.4% 1.6%
As a percentage of revent 4.2% 4.5% 4.C%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in general and administrative expeioseke three months ended March 31, 2008 as credfa the same prior-year
period was primarily attributable to an increaspansonnel-related costs due to an increase incbheat

Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The slight increase in general and administratieases during the three months ended March 3B @0@ompared to the three
months ended December 31, 2007 was primarily atafile to an increase in personnel-related cogidaan increase in headcount.

We anticipate that general and administrative eggenvill increase on a year-over-year basis foréheinder of 2008 in order to
support our growing operations.

Interest and Other Income (Expense)

Three Months Ended Change
March 31, December 31 March 31, Q1’08 vs Q108 vs
2008 2007 2007 Q1'07 Q4'07
(in thousands, except percentages)
Interest and other income (expen $ 7,66( $  4,92¢ $ 5,35( 43.72% 55.4%
As a percentage of revent 2.2% 1.€% 1.6%

Three months ended March 31, 2008 as compared to the three months ended March 31, 2007

The increase in interest and other income (expdoséfe three months ended March 31, 2008 as cmdpaith the same prior-year
period was primarily attributable to gains realiZemin the sale of short-term investments.

Three months ended March 31, 2008 as compared to the three months ended December 31, 2007

The increase in interest and other income (expahgi)g the three months ended March 31, 2008 ampaced to the three months
ended December 31, 2007 was primarily attributéblgains realized from the sale of short-term itwesnts.

For the remainder of 2008, we anticipate that @geand other income (expense) will consist prilpaifi interest income without the
benefit of additional one-time gains.
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Income Taxes
Three Months Ended
March 31, December 31 March 31,
2008 2007 2007
(in thousands, except percentages)
Income taxe: $ 9,22t $ 9,27¢ $ 6,701
Effective tax rate 40.8% 37.(% 40.5%

On January 1, 2007, the Company adopted the pomasf Financial Accounting Standards Board (“FABBterpretation (“FIN")
No. 48,Accounting for Uncertainty in Income Taxes. The adoption of FIN No. 48 did not have a mateféect on our financial position or
results of operations. In addition, there are noeutain tax positions whose resolution in the déxtonths is expected to materially affect
operating results. Our effective tax rate for tingt fquarter of 2008 differed from the federal staty rate due primarily to state taxes. The
increase in our effective tax rate for the threamths ended March 31, 2008 as compared to the sdareypar period was primarily
attributable to the impact of stock-based compémsadjustments.

We have determined that some of our research arelgament efforts in recent years qualify for ferdlemnd state tax credits. Once our
analysis is complete, these tax credits will b@réed in the second quarter of 2008. As a res@texpect that our effective tax rate for the
second quarter of 2008 will be approximately 26%.

The Company files income tax returns in the U.8efal jurisdiction and various states. The Comparsubject to U.S. federal or state
income tax examinations by tax authorities for gester 1997.

Liquidity and Capital Resources

We have generated net cash from operations duscly guarter since the second quarter of 2001. Neotgrs will impact our ability to
continue to generate and grow cash from our omersiincluding, but not limited to, the number obscribers who sign up for our service,
growth or reduction in our subscriber base andability to develop new revenue sources. In addjta may have or otherwise choose to
lower our prices and increase our marketing expeimserder to grow faster or respond to competitiithough we currently anticipate that
cash flows from operations, together with our aladé funds, will be sufficient to meet our cashdsefor the foreseeable future, we may
require or choose to obtain additional financingr @bility to obtain financing will depend on, angpother things, our development efforts,
business plans, operating performance and the womdif the capital markets at the time we seeéirfing.

Our primary source of liquidity has been cash fragmerations, which consists mainly of net incomeusi#id for non-cash items such as
amortization of our content library and the depaiton of property and equipment. Our primary udesash include our stock repurchase
programs, the acquisition of content and markeding fulfillment expenses.

In 2008, operating cash flows is expected to bigrficant source of liquidity, while the acquisiti of content and marketing and
fulfillment expenses are expected to continue tsigrificant uses of cash. Other significant udesash in 2008 may include stock
repurchases. The following table highlights sel@eteeasures of our liquidity and capital resourcesfavarch 31, 2008 and 2007:

Three Months Ended

March 31, March 31,
2008 2007
(in thousands)
Net cash provided by operating activit $77,747 $ 63,02¢
Net cash provided by (used in) investing activi 4,32¢ (249,84
Net cash (used in) provided by financing activi (90,527 4,84z

Operating Activities

Our operating activities consisted of net incom&18.4 million, increased by non-cash adjustmeh&58.6 million, and an increase in
net operating assets and liabilities of $5.7 millidhe majority of the non-cash adjustments redftiem $57.6 million amortization of the
content library. Our content library increased &somntinued to both purchase and license additicoratent in order to support our larger
subscriber base. Cash provided by operating aesviticreased $14.7 million for the three monthdeenMarch 31, 2008 as compared to the
same prior-year period. This was primarily dueridrecrease in net income of $3.5 million and aneéase in non-cash adjustments of $8.9
million.
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I nvesting Activities

Our investing activities consisted primarily of phases and sales of available-for-sale securé@egpjisitions of content and purchases
of property and equipment. Cash used in investatiyiies increased $254.2 million for the threentits ended March 31, 2008 as compared
to the same prior-year period. This is primarilyibtitable to a decrease of $172.3 million in pasds of available-for-sale securities coupled
with an increase of $79.9 million in the proceedsif the sales of available-for-sale securitiesamspared to the same prior-year period.

Financing Activities

Our financing activities consisted primarily of tissuance of common stock and repurchases of eomom stock. Cash used in
financing activities decreased by $95.4 million tioe three months ended March 31, 2008 as compaitheé same prioyear period primaril
due to stock repurchases of $99.9 million. On Jgn84, 2008, our Board of Directors authorizedacktrepurchase program allowing us to
repurchase up to $100.0 million of our common stibckugh the end of 2008. Under this program, vpeirehased 3,847,062 shares of
common stock at an average price of $25.96 peedbaian aggregate amount of $99.9 million, ne#xgfenses. On March 5, 2008 our Board
of Directors authorized a stock repurchase proghoaving us to repurchase up to $150.0 million of common stock through the end of
2008. Under this program, no shares were repurdidseng the three months ended March 31, 2008diWeot have any stock repurchases
during the first quarter of 2007. This decrease ofésget by a $7.8 million increase in proceeds fithin issuance of common stock.

Contractual 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 girastured finance or special purpose entitiesofdingly, our operating results, financial
condition and cash flows are not subject to offabak sheet risks.

Operating Leases

We have entered into various non-cancelable opegrégase agreements for our offices and distributenters throughout the U.S. with
original lease periods expiring through 2013. Gertd these leases have free or escalating remhpai/provisions. We recognize rent
expense on our operating leases on a straighbéeis at the commencement of the lease.

In March 2006, we exercised our option to leasailling adjacent to our headquarters in Los Gdfadifornia. The building was
completed in the first quarter of 2008 and compreggproximately 80,000 square feet of office spabe.lease has an initial term of five
years.

Indemnifications

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, iitlimited to, losses arising out of our
breach of such agreements and out of intellectugdgaty infringement claims made by third partiesthese circumstances, payment may be
conditional on the other party making a claim pargito the procedures specified in the particutatract, which procedures typically allow
us to challenge the other payclaims. Further, our obligations under theseeagents may be limited in terms of time and/or anyoamd, in
some instances, we may have recourse againstoiduities for certain payments made by us under thgieements. In addition, we have
entered into indemnification agreements with ouectors and certain of our officers that will reguiis, among other things, to indemnify
them against certain liabilities that may ariserdgson of their status or service as directordfaress. The terms of such obligations vary.

It is not possible to make a reasonable estimatieeoaximum potential amount of future paymen@eurthese or similar agreements
due to the conditional nature of our obligationd #re unique facts and circumstances involved ah garticular agreement. No amount has
been accrued in the accompanying condensed coatalifinancial statements with respect to thesenmdfication obligations.

Recent Accounting Pronouncements

In December 2007, the FASB issued Statement ofieinbAccounting Standards (“SFAS”) No. 141(Bysiness Combinations, to
replace SFAS No. 14Business Combinations. SFAS No. 141(R) requires the use of the acqaisitnethod of accounting, defines the
acquirer, establishes the acquisition date anddersmthe scope to all transactions and other ewremtkich one entity obtains control over
one or more other businesses. This statementdstefé for financial statements issued for fisagdis beginning on or after December 15,
2008. We do not expect the adoption of this stahttahave a material effect on our financial positor results of operations.
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In February 2007, the FASB issued SFAS No. T5@,Fair Value Option for Financial Assetsand Financial Liabilities. SFAS No. 159
allows companies to choose to measure many finkinsiauments and certain other items at fair valilee statement requires that unrealized
gains and losses on items for which the fair valpion has been elected be reported in earningsSHo. 159 also amends certain
provisions of SFAS No. 11%\ccounting for Certain Investments in Debt and Equity Securities. SFAS No. 159 is effective for fiscal years
beginning after November 15, 2007, although eaddoption is permitted. SFAS No. 159 was effectoraus beginning in the first quarter of
fiscal 2008. We elected to account for the invesinrea business under the cost method duringitsieqfuarter of 2008. The adoption of
SFAS No. 159 in the first quarter of fiscal 2008 dibt impact our financial position or results pegations.

In September 2006, the FASB issued SFAS No. E&if,Value Measurements. SFAS No. 157 establishes a framework for measuring
the fair value of assets and liabilities. This feamork is intended to provide increased consistéméyww fair value determinations are made
under various existing accounting standards whéeimit, or in some cases require, estimates offiaiket value. SFAS No. 157 is effective
for fiscal years beginning after November 15, 288d interim periods within those fiscal years. &bfuary 2008, the FASB issued FASB
Staff Position (“FSP”) No. 157-2, which delays #féective date of SFAS No. 157 for all non-finari@asets and non-financial liabilities,
except those that are recognized or disclosedratdhue in the financial statements on a recurbagis, to fiscal years beginning after
November 15, 2008 and interim periods within thiiseal years for items within the scope of FSP MNei-2. Effective January 1, 2008, we
adopted SFAS No. 157 for financial assets andliieds recognized at fair value on a recurring bashe partial adoption of SFAS No. 157
for financial assets and liabilities did not haveaterial impact on our financial position or réswf operations. See Note 2 to the condensed
consolidated financial statements for further désgon.

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 AreduReport on Form 10-K for the year ended DecertheR007. We started an investment
portfolio during the first quarter of 2007 whichdemprised of corporate debt securities, governraadtagency securities and asset and
mortgage-backed securities. However, our exposunearket risk has not changed significantly sineeénber 31, 2007.

Item 4. Controls and Procedures
Evaluation of Disclosure 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 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 Quarterlydrepn 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 periwdrea by this Quarterly Report on Form
10-Q were effective in providing reasonable assurdinatinformation required to be disclosed by ueejports that we file or submit under
Securities Exchange Act of 1934, as amended, ie¢)rded, processed, summarized and reportedwithitime periods specified in the
Securities and Exchange Commission’s rules andga@mna (ii) accumulated and communicated to our geamant, including our Chief
Executive Officer and Chief Financial Officer, gmpeopriate, 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 preverteator and all fraud. A control system, no matiew well conceived and operated, can
provide only reasonable, not absolute, assuraratédtib objectives of the control system are metthien, the design of a control system must
reflect the fact that there are resource conssaantd 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 thabalirol issues and instances of fraud, if any,
within Netflix have been detected.

Changesin Internal Control Over Financial Reporting

There were no changes in our internal control dwancial reporting that occurred during the quaeteded March 31, 2008 that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

The information set forth under Note 7 in the ndtethe condensed consolidated financial statenigmmgorporated herein by
reference.

Item 1A. Risk Factors

There have been no material changes from risk faet® previously disclosed under the heading “Raétors” in the Company’s
Annual Report on Form 10-K for the year ended Ddwemn31, 2007.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Stock repurchases during the three months endedh\Vidr, 2008 were as follows:

Total Number of Shares
Maximum Dollar Value that
Purchased as Part of

Total Number of Average Price Publicly Announced May Yet Be Purchased
Period Shares Purchase Paid per Share Programs Under the Program (1)
January 1, 200- January 31, 200 240,00( $ 24.7¢ 240,00( $ 94,057,69
February 1, 200- February 29, 200 3,607,06: 26.0¢ 3,607,06: —
March 1, 200¢- March 31, 200¢ — — — —
Total 3,847,06. $ 25.9¢ 3,847,06. $ —

(1) On January 31, 2008, the Company’s Board oé®ars authorized a stock repurchase program altpthie Company to repurchase up
to $100.0 million of its common stock through threl@f 2008. Under this program, the Company remset 3,847,062 shares of
common stock at an average price of $25.96 peedbaan aggregate amount of $99.9 million, nebgfenses

On March 5, 2008 the Company’s Board of Directartharized a stock repurchase program allowing the@any to repurchase up to
$150.0 million of its common stock through the efi@008. Under this program, no shares were re@sexth during the three months
ended March 31, 2008.
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ltem6. Exhibits

(a) Exhibits:
Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorpora 16-Q  00C-4980z 3.1  August 2, 200
3.2 Amended and Restated Byla S-1/A 33:-8387¢ 3.4  April 16, 2002
3.3 Certificate of Amendment to the Amended and Redtate
Certificate of Incorporatio 16-Q  00C-4980z 3.3  August 2, 200
4.1 Form of Common Stock Certifica S-1/A 33z-8387¢ 4.1 April 16, 2002
10.1t Form of Indemnification Agreement entered into bg t
registrant with each of its executive officers aictors S-1/A 33z-8387¢ 10.1 March 20, 200
10.2t 2002 Employee Stock Purchase F 16-Q  00C-4980z 10.1€ August 9, 200
10.3t Amended and Restated 1997 Stock | S-1/A 33:-8387¢ 10.3 May 16, 2002
10.4t Amended and Restated 2002 Stock f Def 14A 00C-4980: A March 31, 200
10.5 Amended and Restated Stockhol’ Rights Agreemer S-1 33:3-8387¢  10.5 March 6, 200z
10.6 Lease between Sobrato Land Holdings and Netfli, 16-Q  00C-4980z 10.1t August 2, 200.
10.7 Lease between Sobrato Interests Il and Netflix, 16-Q  00C-4980z 10.1€ August 2, 200.
10.8 Lease between Sobrato Interest Il and Netflix, tated
June 26, 200 1C-Q  00C-4980z 10.1€ August9, 200
10.9t Description of Director Equity Compensation P 8-K 00C-4980z 10.1 July 5, 200¢
10.101 Executive Severance and Retention Incentive 8-K 00C-4980z 10.2 July 5, 200¢
31.1 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarban-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection
302 of the Sarban-Oxley Act of 2002 X

32.1*  Certifications of Chief Executive Officer and Chief
Financial Officer Pursuant to Section 906 of theb&aes -Oxley
Act of 2002 X

*  These certifications are not deemed filed by $C and are not to be incorporated by referene@yrfiling we make under the
Securities Act of 1933 or the Securities Exchangedk 1934, irrespective of any general incorparatanguage in any filing:

t  Indicates a management contract or compensatony
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SIGNATURES

Pursuant to the requirements of the Securities &xga 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 5, 2008 By: /s REEDH ASTINGS
Reed Hastings
Chief Executive Officer
(Principal executive officer)

Dated: May 5, 2008 By: /s| BARRY M ¢ C ARTHY
Barry McCarthy
Chief Financial Officer
(Principal financial and accounting officer)
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EXHIBIT INDEX
Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorpora 16-Q  00C-4980z 3.1  August 2, 200
3.2 Amended and Restated Byla S-1/A  33:-8387¢ 3.4  April 16, 2002
3.3 Certificate of Amendment to the Amended and Redtate
Certificate of Incorporatio 16-Q  00C-4980z 3.3  August 2, 200
4.1 Form of Common Stock Certifica S-1/A 333-8387¢ 4.1 April 16, 2002
10.1t Form of Indemnification Agreement entered into bg t
registrant with each of its executive officers aiectors S-1/A  33:-8387¢ 10.1 March 20, 200
10.2t 2002 Employee Stock Purchase F 16-Q  00C-4980z 10.1€ August9, 200
10.3t Amended and Restated 1997 Stock | S-1/A 33:-8387¢ 10.3 May 16, 2002
10.4t Amended and Restated 2002 Stock f Def 14A 00C-4980: A March 31, 200
10.5 Amended and Restated Stockhol’ Rights Agreemer S-1 33:-8387¢ 10.5 March 6, 200z
10.6 Lease between Sobrato Land Holdings and Netfli, 16-Q  00C-4980z 10.1t August 2, 200.
10.7 Lease between Sobrato Interests Il and Netflix, 16-Q  00C-4980z 10.1€ August 2, 200.
10.8 Lease between Sobrato Interest Il and Netflix, tated
June 26, 200 1C-Q  00C-4980z 10.1€ August9, 200
10.9t Description of Director Equity Compensation P 8-K 00C-4980z 10.1 July 5, 200¢
10.101 Executive Severance and Retention Incentive 8-K 00C-4980z 10.2 July 5, 200¢
31.1 Certification of Chief Executive Officer Pursuant$ection
302 of the Sarban-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection
302 of the Sarban-Oxley Act of 2002 X
32.1*  Certifications of Chief Executive Officer and Chighancial Officer
Pursuant to Section 906 of the Sarb-Oxley Act of 200z X

*  These certifications are not deemed filed by $C and are not to be incorporated by referene@yrfiling we make under the
Securities Act of 1933 or the Securities Exchangedk 1934, irrespective of any general incorparatanguage in any filing:

t  Indicates a management contract or compensatony



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 FornrfQL6f Netflix, Inc.;

2. Based on my knowledge, this report does notaiominy 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, 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 procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, 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 financigloming, or caused such internal control over foialhreporting 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 registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure contiots 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 registrat’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve 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 weads®s 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 5, 2008 By: /s REEDH 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, Barry McCarthy, certify that:
1. I have reviewed this Quarterly Report on FornrfQL6f Netflix, Inc.;

2. Based on my knowledge, this report does notaiominy 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, 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 procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, 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 financigloming, or caused such internal control over foialhreporting 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 registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure contiots 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 registrat’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve 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 weads®s 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 5, 2008 By: /s/ BARRY M ¢ C ARTHY

Barry McCarthy
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.GtiSa 1350, as adopted pursuant to Section 90B6eoSarbane®xley Act of 2002, the
the Quarterly Report on Form 10-Q of Netflix, Ifiar the quarter ended March 31, 2008 fully compligth 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 otfhile Inc.

Dated: May 5, 2008 By: /s REEDH ASTINGS

Reed Hastings
Chief Executive Officer

I, Barry McCarthy, certify, pursuant to 18 U.S.@c8on 1350, as adopted pursuant to Section 9@itedbarbanes-Oxley Act of 2002,
that the Quarterly Report on Form 10-Q of Netfliag. for the quarter ended March 31, 2008 fully pties with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in sugport fairly presents, in all material
respects, the financial condition and results arapjons of Netflix, Inc.

Dated: May 5, 2008 By: /s| BARRY M ¢ C ARTHY

Barry McCarthy
Chief Financial Officer




