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Item 2.02 Results of Operations and Financial Condition

On October 20, 2010, Netflix, Inc. (the “Compangf)nounced its financial results for the quartereen8eptember 30, 2010. The press release and nma@aiggommentary,
which is attached hereto as Exhibits 99.1 and 8Ssgectively, and incorporated herein by referedisg]oses certain financial measures that mayohsidered non-GAAP financial
measures. Generally, a non-GAAP financial measugenumerical measure of a companyerformance, financial position, or cash flownet giither excludes or includes amounts
are not normally excluded or included in the masgally comparable measure calculated and presémt@ctordance with generally accepted accountiimgiples in the United
States. Management believes that non-GAAP net iBdsra useful measure of operating performanceusecaexcludes the non-cash impact of stock ogmmounting. In addition,
management believes that free cash flow is a usefalsure of liquidity because it excludes the nperational cash flows from purchases and saleBaf-$erm investments, cash
flows from investment in business and cash flowsnffinancing activities. However, these nGAAP measures should be considered in additiondbas a substitute for, or supel
to net income and net cash provided by operatitigites, or other financial measures prepareddcoadance with GAAP. The non-GAAP information iegented using consistent

methodology from quarter-to-quarter and year-toryea
The information in this report shall not be treadsdfiled” for purposes of Section 18 of the Sétes Exchange Act of 1934, nor shall it be deermedrporated by reference
into any registration statement or other documensym|nt to the Securities Act of 1933 or the SéiesrExchange Act of 1934, except as expresslgdtay specific reference in such
filing.
Item 9.01 Financial Statements and Exhibits
(d) Exhibits
99.1 Press release issued by Netflix, Inc. on Octobe22@0.
99.2 Managemer's commentary on financial results for the quarnteteel September 30, 20!
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Exhibit No. Description of Exhibit
99.1* Press release issued by Netflix, Inc. on Octobe2200.
99.2* Managemer's commentary on financial results for the quarnteteel September 30, 20!

* These exhibits are intended to be furnished anlli sbtebe deeme*“filed” for purposes of the Securities Exchange Act of 1

The press release and management’s commentarendlitached as Exhibit 99.1 and 99.2, respectively.



Exhibit 99.1

NETERLL N

FOR IMMEDIATE RELEASE IR CONTACT: Deborah Crawfort
Wednesday, October 20, 20 VP, Investor Relation
(408) 54(-3712

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

Netflix Announces Q3 2010 Financial Results

Subscribers — 16.9 million
Revenue — $553.2 million
GAAP Net Income — $38.0 million
GAAP EPS — $0.70 per diluted share

LOS GATOS, Calif., October 20, 2016- Netflix, Inc. (Nasdaqg: NFLX) today reported resubr the third quarter ended September 30, 2010.

“Q3 represents our fourth consecutive quarter ofrtteain one million net subscriber additions. Thiagh is clearly driven by the strength of our atreng offering. In fact, by eve
measure, we are now primarily a streaming comphatyalso offers DVD-by-mail,” said Reed Hastingetfflix co-founder and CEO. “At the same time, thizaduction of our
streaming offering in Canada in late Septembephagided us with very encouraging signs regardigpotential for the Netflix service internatioryall

Third-Quarter 2010 Financial Highlights

Subscribers Netflix ended the third quarter of 2010 with apgmately 16,933,000 total subscribers, represgripercent year-over-year growth from 11,109 10@4l subscribers
at the end of the third quarter of 2009 and 13gmrsequential growth from 15,001,000 subscribetiseaend of the second quarter of 2010.

Net subscriber change in the quarter was an inerefa$,932,000 compared to an increase of 510,80thé same period of 2009 and an increase of 10084or the second quart
of 2010.

Gross subscriber additions for the quarter totdl@81,000, representing 88 percent year-over-yeavtf from 2,180,000 gross subscriber additionth@nthird quarter of 2009 and
34 percent quarter-over-quarter increase from 30@EBgross subscriber additions in the second guaft2010.

Of the 16,933,000 total subscribers at quarter @Aghercent, or 15,863,000, were paid subscrifiéms.other 6 percent, or 1,070,000, were free siiesst Paid subscribers
represented 98 percent of total subscribers agrideof the third quarter of 2009 and 97 percetti@end of the second quarter of 2010.

Revenueor the third quarter of 2010 was $553.2 millioepresenting 31 percent year-over-year growth frd@8%& million for the third quarter of 2009, angé&rcent sequential
growth from $519.8 million for the second quarte2610.



Gross margint for the third quarter of 2010 was 37.7 percent carag to 34.9 percent for the third quarter of 2808 39.4 percent for the second quarter of 2010.

GAAP net incomdor the third quarter of 2010 was $38.0 million .70 per diluted share compared to GAAP net irecofi$$30.1 million, or $0.52 per diluted share, tfwe third
quarter of 2009 and GAAP net income of $43.5 millior $0.80 per diluted share, for the second quaft2010. GAAP net income grew 26 percent ona-geer-year basis and
GAAP EPS grew 35 percent on a year-over-year basis.

Percentage of subscribers who watched instamtlse than 15 minutes of a TV episode or movie @ntthird quarter of 2010 was 66 percent compareid tpercent for the same per
of 2009 and 61 percent for the second quarter d02h Q4 a majority of Netflix subscribers will te¢d more content streamed from Netflix than dekadeon DVD. With that
transition in the business from mostly DVD to mgstireaming, this will be the last quarter the campwill report this metric.

Subscriber acquisition cosfor the third quarter of 2010 was $19.81 per gmsscriber addition compared to $26.86 for the spenod of 2009 and $24.37 for the second quaiter o
2010.

Churnsfor the third quarter of 2010 was 3.8 percent camgao 4.4 percent for the third quarter of 2008 4rD percent for the second quarter of 2010. Cinalndes free
subscribers as well as paying subscribers who et#db renew their monthly subscription serviceimy the quarter.

Free cash flov¢for the third quarter of 2010 was $7.8 million caangd to $25.5 million for the third quarter of 2088d $34.2 million for the second quarter of 2010.

Trailing twelve-month free cash flow for the thigdarter of 2010 was $109.8 million compared to $3 Hillion for the third quarter of 2009 and $12¥n8lion for the second
quarter of 2010.

Cash provided by operating activities for the thjrdarter of 2010 was $42.2 million compared to $78illion for the third quarter of 2009 and $60.8lion for the second quarter of
2010.

Business Outlook
The Company'’s performance expectations for thetlfioguarter of 2010 and full-year 2010 are as foow

Fourth-Quarter 2010
. Ending subscribers of 19.0 million to 19.7 milliarp from 17.7 million to 18.5 milliol
. Revenue of $586 million to $598 million, versus 858illion to $596 million
¢ GAAP net income of $32 million to $40 million, uraigec
*  GAAP EPS of $0.59 to $0.74 per diluted share, ungkd

Gross margin is defined as revenues less coststsaption and fulfilment expenses divided by newes.

Subscriber acquisition cost is defined as the totaketing expense, which includes stock-based easgiion for marketing personnel, on the Compa@gisdensed
Consolidated Statements of Operations divided @} gyoss subscriber additions during the qua

Churn is a monthly measure defined as customerediations in the quarter divided by the sum of begig subscribers and gross subscriber additibes, divided by three
months.

Free cash flow is defined as cash provided by dipgractivities and investing activities excluditige non-operational cash flows from purchases ate$ ©f short-term
investments and cash flows from investment in tessi



Full-Year 2010
. Ending subscribers of 19.0 million to 19.7 milliarp from 17.7 million to 18.5 milliol
. Revenue of $2.15 billion to $2.16 billion, versis¥! billion to $2.16 billior
. GAAP net income of $146 million to $154 million,rées $141 million to $156 millio
*  GAAP EPS of $2.68 to $2.83 per diluted share, omf2.58 to $2.86 per diluted shi

Earnings Q&A Session

In conjunction with this earnings press release Gbmpany has posted management’s commentary\Wéeitssite at http://ir.netflix.comNetflix management will host a live Q&A
session at 3:00 p.m. Pacific Time to discuss thegzmy’s financial results and business outlookhgitestions submitted via email. Please email goestions to ir@netflix.com
The company will read the questions aloud on thieaca respond to as many questions as possiblenédia inquiries should be directed to Ken Rog€@8) 540-3931 or

kross@netflix.com

A live webcast and the replay of the earnings Q&Aasson can be accessed on the investor relatictisrsef the Netflix website at http://ir.netflboe . For those without access to
the Internet, a replay of the call will be avaikafilom 6:00 p.m. Pacific Time on October 20, 201@ugh midnight on October 25, 2010. To listenhi® teplay, call (706) 645-9291,
conference ID 87600137.

Use of Non-GAAP Measures

This press release and its attachments includecrefe to non-GAAP financial measures of free cish &nd non-GAAP net income. Management believasrbn-GAAP net
income is a useful measure of operating performaecause it excludes the non-cash impact of stpteroaccounting. Management believes that freb flass is an important
liquidity metric because it measures, during agiperiod, the amount of cash generated that idadlaito repay debt obligations, make investmeaefsrchase stock and for certain
other activities. However, these nG@AAP measures should be considered in additiondbas a substitute for or superior to, net incame net cash provided by operating activit
or other financial measures prepared in accordaitbeGAAP. A reconciliation to the GAAP equivalerdSthese non-GAAP measures is contained in talfatar on the attached
unaudited financial statements.

About Netflix

With more than 16 million members in the Unitedt&seand Canada, Netflix, Inc. [Nasdaq: NFLX] is warld’s leading Internet subscription service éojoying movies and TV
shows. For $8.99 a month, Netflix members in th®.\dan instantly watch unlimited movies and TV egées streaming right to their TVs and computersaamdreceive unlimited
DVDs delivered quickly to their homes. In Canadeeaming unlimited movies and TV shows from Netftxavailable for $7.99 a month. Among the largd expanding base of
devices streaming from Netflix are Microsoft's Xb8&0, Nintendo’s Wii and Sony’s PS3 consoles; Bly-disc players from Best Buy’s Insignia brand, &@ Samsung; Internet
TVs from LG, Samsung, Sony and VIZIO; the Roku @igvideo player and TiVo digital video recordeasd Apple’s iPhone, iPad and iPod touch. All ofsthelevices are available
in the U.S. and a growing number are availableandatia. For more information, visit http://www.nisttom .
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Forward-Looking Statements

This press release contains certain forward-looktagements within the meaning of the federal seesilaws, including statements regarding subscsilusage of our streaming
service, our subscriber growth, revenue, GAAP mediine and earnings per share for the fourth quaft2d10 and the full-year 2010. The forward-loakstatements in this release
are subject to risks and uncertainties that coaide actual results and events to differ, includivithout limitation: our ability to attract newlIsscribers and retain existing
subscribers; our ability to manage our subscribgqusition cost as well as the cost of contentvéedid to our subscribers; fluctuations in consuasage of our service; the contint
availability of content on terms and conditionsegteble to us; maintenance and expansion of delatirms for instant streaming; continued weakriegee U.S. economy and its
affect on online commerce or the filmed entertaintiedustry; conditions that effect our deliverydbgh the U.S. Postal Service, including regulatdvgnges and postal rate
increases; changes in the costs of acquiring D\Mdextronic content; consumer spending on DVDsratated products; disruption in service on our sitebor with our computer
systems; competition and widespread consumer amopfidifferent modes of viewing in-home filmed er&inment. A detailed discussion of these andratbles and uncertainties
that could cause actual results and events tordifégerially from such forward-looking statemerstsnicluded in our filings with the Securities anxtBange Commission, including
our Annual Report on Form 10-K filed with the Setias and Exchange Commission on February 22, 20/undertake no obligation to update forward-logkstatements to
reflect events or circumstances occurring afterddite of this press release.



Netflix, Inc.

Consolidated Statements of Operations
(unaudited)

(in thousands, except per share data)

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

Net income per shar
Basic
Diluted
Weighted average common shares outstan:
Basic
Diluted
* Stock-based compensation included in expense line itern
Fulfillment expense
Technology and developme
Marketing
General and administratiy

Reconciliation of Nor-GAAP Financial Measures
(unaudited’
Non-GAAP net income reconciliation:
GAAP net income

Stock-based compensatic

Income tax effect of sto-based compensatic
Non-GAAP net income

Non-GAAP net income per shar
Basic
Diluted
Weighted average common shares outstani
Basic
Diluted

Three Months Ended

Nine Months Ended

September 3C September 3C September 3C September 3C
June 30,

2010 2010 2009 2010 2009
$ 553,21¢ $519,81¢ $ 423,12 $1,566,70: $1,225,72
292,40t 265,38 233,09: 817,35: 677,86:
52,06 49,54; 42,18 149,21. 125,92.
344,46¢ 314,93¢ 275,27: 966,56! 803,78!
208,75( 204,88t 147,84t 600,13¢ 421,94;
42,10¢ 37,86: 30,01« 117,37( 81,33:
81,23¢ 74,53 58,55¢ 230,99( 167,02¢
17,13t 17,11¢ 11,54 51,44 37,80¢
(1,237 (1,979 (1,602 (4,857) (2,819
139,24¢ 127,54: 98,50¢ 394,95( 283,35:
69,50: 77,34 49,33] 205,18t 138,59(
(4,945 (4,899 674 (14,79 (2,019
852 921 1,80¢ 2,74¢ 4,28¢
65,40¢ 73,37( 50,47 193,13° 140,85¢
27,44. 29,85 20,33( 79,37¢ 55,90¢
$ 37,96 $ 43,51¢ $ 30,14: $ 113,75¢ $ 84,94
$ 0.7% $ 0.8 $ 0.5 $ 2.17 $ 1.4¢
$ 0.7¢C $ 0.8C $ 0.5z $ 2.0¢ $ 1.4z
52,14: 52,48¢ 56,14¢ 52,51( 57,57¢
53,93: 54,32: 57,93¢ 54,34: 59,427
$ 32: $ 307 $ 99 $ 80¢€ $ 321
2,69¢ 2,37¢ 1,16¢ 6,93¢ 3,43(
777 75€ 452 2,17¢ 1,352
3,50z 3,48¢ 1,512 9,80¢ 4,53¢
$ 37,96] $ 43,51¢ $ 30,14: $ 113,75¢ $ 84,947
7,29¢ 6,92¢ 3,23 19,72¢ 9,64:
(3,069 (2,820) (1,307) (8,11f) (3,839
$  42,19¢ $ 47,62 $ 32,07: $ 125,36¢ $  90,75¢
$ 081 $ 091 $ 057 $  2.3¢ $  15¢
$ 0.7¢ $ 08¢ $ 0.5% $ 2.31 $ 1.5%
52,14: 52,48¢ 56,14¢ 52,51( 57,57¢
53,93: 54,32: 57,93¢ 54,34 59,427



Netflix, Inc.

Consolidated Balance Sheets

(unaudited)

(in thousands, except share and par value data)

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Current content library, ni
Prepaid conter
Other current asse
Total current asse
Content library, ne
Property and equipment, r
Deferred tax asse
Other no-current assel
Total asset

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl
Accrued expense

Current portion of lease financing obligatic

Deferred revenu
Total current liabilities
Long-term debi
Lease financing obligations, excluding current joor
Other nor-current liabilities
Total liabilities
Stockholder equity:

Common stock, $0.001 par value; 160,000,000 starg®rized at September 30, 2010 and Decembel0B9; $2,257,495 and
53,440,073 issued and outstanding at Septemb&030, and December 31, 2009, respecti'

Accumulated other comprehensive income,
Retained earninc
Total stockholder equity

Total liabilities and stockholde’ equity

As of

September 3C

2010

$ 113,10¢
143,70"
138,38¢
59,32
37,72
492,24°
120,04°
125,05°
19,21¢
13,71:

$ 170,12
36,97«
2,027
102,98¢
312,10°
200,00(
34,65¢
31,54:
578,30¢

52
1,27¢
190,64«
191,97*

December 31

2009

$ 134,22.
186,01¢
37,32¢
26,74:
26,70:
411,01
108,81(
131,65:
15,95¢
12,30(

$ 679,73

227,43(
200,00
36,57
16,58
480,59:

53

27¢
198,81
199,14:

$ 679,73



Netflix, Inc.

Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net caskigea by operating activitie:

Acquisition of streaming content libra
Amortization of content librar
Depreciation and amortization of property, equipt@ed intangible:
Amortization of discounts and premiums on investts
Amortization of debt issuance co:
Stock-based compensation expel
Excess tax benefits from stc-based compensatic
Loss on disposal of property and equiprr
Gain on sale of shc«-term investment
Gain on disposal of DVD
Deferred taxe
Changes in operating assets and liabilit
Prepaid conter
Other current asse
Accounts payabl
Accrued expense
Deferred revenu
Other assets and liabiliti¢
Net cash provided by operating activit
Cash flows from investing activities:
Acquisitions of DVD content librar
Purchases of sh-term investment
Proceeds from sale of sh-term investment
Proceeds from maturities of st-term investment
Purchases of property and equipmr
Acquisitions of intangible asse
Proceeds from sale of DVI
Other asset
Net cash (used in) provided by investing activi
Cash flows from financing activities:
Principal payments of lease financing obligati
Proceeds from issuance of common si
Excess tax benefits from stc-based compensatic
Repurchases of common stc
Net cash used in financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Non-GAAP free cash flow reconciliation:
Net cash provided by operating activit
Acquisitions of DVD content librar
Purchases of property and equipmr
Acquisitions of intangible asse
Proceeds from sale of DVI
Other asset
Non-GAAP free cash flow

Three Months Ended

Nine Months Ended

September 3C September 3C September 3C September 3C
2010 Juznoelgo, 2009 2010 2009
$ 37,96 $ 43,51¢ $ 30,14 $ 113,75¢ $ 84,947
(115,149 (66,157 (9,999 (231,78)) (41,43))
77,14¢ 65,14 56,69( 204,58: 159,22¢
8,67¢ 9,30¢ 9,61¢ 28,84¢ 27,80¢
20C 23€ 12¢€ 67C 43¢
14C 137 — 37t —
7,29¢ 6,92¢ 3,232 19,72¢ 9,64:
(16,097 (11,187 (1,600 (34,699 (9,099
254 — — 254 254
(20€) (215) (984) (685) (1,455)
(2,147 (3,05¢) (2,491) (8,42¢) (5,030)
3,19« (3,392 (72) (2,961) 4,71C
(25,48%) (2,139 107 (32,587) 2,59;
(3,372 (9,211 7,51¢ (12,037 (4,209
41,69: 19,70¢ (13,179 78,73¢ (11,150
18,00: 7,917 2,17% 39,66¢ 6,272
1,561 1,31C (1,372 2,88¢ (4,002
8,53¢ 1,391 (1,607) 13,35: (272
42,22 60,25 78,31 179,68 219,24¢
(29,900 (24,197 (46,279 (90,999 (135,99)
(15,379 (21,79 (21,006 (73,169 (102,159
42,23¢ 32,05¢ 85,90¢ 105,06: 130,66¢
1,99t 4,31( 3,48( 10,31¢ 30,98¢
(7,347) (5,671) (9,992 (19,406 (23,499
(375) — — (505) (200)
3,10¢ 3,81¢ 3,34 10,90¢ 7,23
48 10 134 (114 143
(5,606) (11,46 15,59( (57,899 (92,82)
(470) (465) (294) (1,296 (85¢)
10,92% 13,10¢ 2,72% 33,95« 26,09:
16,09: 11,18: 1,60( 34,69¢ 9,09¢
(57,390) (45,145 (129,686 (210,259 (244,916
(30,840 (21,319 (125,65 (142,90) (210,58
5,781 27,46¢ (31,759 (21,116 (84,169
107,32 79,86 87,47 134,22: 139,88:
$ 113,10¢ $107,32 $ 55,71 $ 113,10¢ $ 55,711
Three Months Ended Nine Months Ended
September 3C September 3C September 3C September 3C
June 30,
2010 2010 2009 2010 2009
$ 42,227 $ 60,25: $ 78,31 $ 179,68 $ 219,24¢
(29,900) (24,197) (46,279 (90,999 (135,99¢)
(7,347) (5,679 (9,999 (19,406 (23,499
(37 = = (508) (200)
3,10¢ 3,81¢ 3,34¢ 10,90¢ 7,23
48 10 134 (1149 143
$ 7,761 $ 34,21 $ 25,52 $ 79,57 $ 66,92




Twelve Months Ended
September 3C September 3C
June 30,
2010 2010 2009

Non-GAAP free cash flow reconciliation:
Net cash provided by operating activit $ 285,50: $ 321,58!

$ 311,34¢
Acquisitions of DVD content librar (148,04 (164,41.) (174,29
Purchases of property and equipmr (41,839 (44,49)) (30,970
Acquisitions of intangible asse (50%) (130) (200)
Proceeds from sale of DVI 14,84: 15,07¢ 11,92¢
Other asset (18¢€) (200) 111
Non-GAAP free cash flow $ 109,77: $ 127,52¢ $ 117,92




Netflix, Inc.
Consolidated Other Data
(unaudited)

(in thousands, except percentages, average maetréyue per
paying subscriber, average monthly gross profitgasing
subscriber and subscriber acquisition cost)

Subscriber information:
Subscribers: beginning of peri
Gross subscriber additions: during per
Gross subscriber additions y-to-year chang:
Gross subscriber additions qua-to-quarter sequential chan
Less subscriber cancellations: during pe
Subscribers: end of peric
Subscribers ye-to-year chang
Subscribers quart-to-quarter sequential chan
Free subscribers: end of peri
Free subscribers as percentage of ending subs
Paid subscribers: end of peri
Paid subscribers ye-to-year chang:
Paid subscribers quar-to-quarter sequential chan
Average monthly revenue per paying subscr
Average monthly gross profit per paying subscr
Percentage of subscribers who watched instantlertian 15 minutes of a TV episode or mc
Household penetratic- Bay Area
Household penetratic- Rest of Countn
Churn
Subscriber acquisition co
Margins:
Gross margir
Operating margil
Net margin
Expenses as percentage of revenue
Technology and developme
Marketing
General and administratiy
Gain on disposal of DVD
Total operating expens
Year-to-year change:
Total revenue
Cost of subscriptio
Fulfillment expense
Technology and developme
Marketing
General and administratiy
Gain on disposal of DVD
Total operating expens:

As of / Three Months Ended

September 3C
2010

15,00:
4,101
88.1%
34.1%
(2,169
16,93:
52.4%
12.9%
1,07C
6.3%
15,86:
46.2%
8.8%
$  12.12
$ 4.57
66%
27%
14%
3.8%
$ 19.81

37.%
12.€%
6.9%

7.6%
14.7%
3.1%

(0.2%)
25.2%

30.7%
25.4%
23.4%
40.%%
38.7%
48.0%

(23.29%)
41.0%

June 30,
2010

13,96
3,05¢
58.0%
(12.49%)
(2,025
15,00:
41.5%
7.4%
421
2.8%
14,57
40.5%
7.0%
$ 12.2¢
$ 4.8
61%
26%
13%
4.0%
$ 24.37

39.4%
14.%%
8.4%

7.%%
14.5%
3.3%

(0.4%)
24.5%

27.2%
16.1%
18.2%
39.6%
61.2%
29.2%
1571.%%
47.5%

September 3C
2009

10,59¢
2,18(
42. %
12.€%
(1,670
11,10¢
28.1%
4.8%
274
2.5%
10,83¢
27.€%
4.4%
$  13.3C
$ 4.6t
41%
21%
10%
4.4%
$  26.8¢

34.$%
11.€%
7.1%

7.1%
13.6%
2.7%

(0.3%)
23.5%

24.(%
24.%%
11.2%
28.4%
19.0%
(1.7%)
(1.5%)
19.1%



Exhibit 99.2

Safe Harbor Statement

Today’s management commentary contains forwardifmp&tatements relating to future events or fufimancial performance that involve risks and uraieties. Actual results may
differ materially from those anticipated in thesstaments based on a number of factors, includiioget identified in the company’s annual report om#10K filed with the SEC o1
February 22, 2010.

This commentary also contains references to non-BfiRancial measures. A presentation of and rediation to the most directly comparable GAAP finaleneasure, where such
can be done without unreasonable effort, can bedam our Web site at http://ir.netflix.com.

Reed Hastings, CEO, Netflix

The third quarter of 2010 was another extraordimprgrter of growth for Netflix. On a year-over-ydmasis, our subscriber growth was 52%, our revemoeth was 31%, and EPS
grew 35%.

For Q4, we are forecasting, at the midpoint, subscigrowth of 58%, revenue growth of 33%, and BR8vth of 19%. In other words, we are forecastingnemore subscriber
growth in the fourth quarter.

Driving these results is the strength of our consustreaming offering. Three years ago we were ®Yy-mail company that offered some streaming. \Weevary proud to
announce that by every measure we are now a stigaampany, which also offers DVD-by-mail. In Q4e'Wspend more on streaming content than DVD cott@nd we’ll deliver
many more hours of entertainment via streaming tmaDVD. More impressively, a majority of our sul#l watch more content streamed from Netflix thdalivered by us on DVL
DVD-by-mail shipments are still growing, but straamfor us is much larger and growing much faster.

In terms of the economics of this evolution, owergue in Q3 grew about 30% but our disc shipmenits grew about 10%, which has allowed us to takewipstreaming spend. We
plan to continue to drive this trend with more atméng content spend, consistent with our operatiaggins goals. Since we still spend over $500nypar just on postage there is
plenty of



financial room for more investment in streamingteo going forward. In a few leading markets, sashthe San Francisco Bay Area, the tide has alresdgd, and DVD-by-mail
shipments are slightly down from a year ago, wiieaming usage grew dramatically and subscritmwtyris strong. The virtuous cycle for us is: acgunore streaming content
which helps grow our subscriber base and lesseD¥Yr-by-mail expense, which in turn provides ushwgfreater financial resources to acquire more stirgacontent, improve the
user interface and continue to grow the subschhbse.

As the reputation of Netflix streaming gains sttngmong consumers, we become an essential ajpticat every internet connected device. Apple laedctheir terrific $99
AppleTV, and Netflix is one of the few non-Applepdipations included. Similarly, Google is launchitinggir Google TV platform, built into a Sony TV,&ietflix is a key
application on the platform. Google and Apple aigidg their internet platforms to the TV, whicHpag with Microsoft, Nintendo, and Sony game corspBlu-ray players, Internet
TVs, and Roku’s, are making the enjoyment of inéémideo on the TV easier and easier.

Not only are we adding new partner devices, buaeealso improving the experience on our existagner devices. Until this week, subscribers haddert a game disc into the
PS3 or Wii to start the Netflix application. Now Wwave new, much improved, versions of our TV-scidéthat is directly downloadable and updatablaéleWii and PS3, with no
disc required to install or operate the application

The volume and the quality of our streaming conierihe U.S. continues to grow, with big new infuss of great movies and TV episodes. In Q3, we mega long-term
relationship with the studio-owned pay TV servid® ). We have already added nearly 1,000 new tits Paramount, MGM and Lionsgate through this weal, with more to
come. Coupled with our existing Starz deal, we hawe the complete theatrical output from Sony, BysfParamount, Lionsgate and MGM studios. TV sharesof equal
importance to our content strategy and with oueneéd@V content additions, TV shows are now viewad\etflix about the same number of hours as areiesoin the quarter, we
renewed and expanded our deal with NBC Univerdab hcludes the addition of current network seliles “Parks and Recreation” and new seasons ofR86k” and the entire
library of “Saturday Night Live.” More importantlyye added series from NBCU's cable networks, lieWSA shows “Psych” and “Monk.” Current F/X seri@scher” and ‘Louie,
Louie,” are also now available. Our studio and énalitput



movie deals now cover a higher percentage of mdkis any Pay TV service and we now stream the owsplete offering of previous seasons of TV shéram most of the
network and cable channels. Of course, there i®nmcome as we can afford to spend more. As we,gve are reinvesting our additional revenue bati growing our streaming
content to make it as compelling as possible ateheikour competitive lead.

In Q3, we began our international expansion withlaunch of the Netflix service in Canada. We areceiraged by our results, and we are on track frdftable in Canada late n
year. To review, our primary costs in serving Caaasl are licensing content and marketing our sepdad our revenue is from subscriptions. We bezak when we have enou
subscribers to cover the costs of content and rtiagkdf we continue to gain confidence in a largaurn on our Canadian investment, and we haveadmmde in the financial return
on further geographic expansion, then we’'ll lookjtow beyond North America starting in the secoati bf 2011. In that case, we would invest appraatiely $50m for beyond-
North-America expansion in the second half of 2011, @mdaddressable market would increase significaAthyl said on last quarter's Q&A, we plan to operdoe very fast
growing North American business with a 12% or bedtenual operating margin next year, independenuofpossible beyond-North-America expansion. Qivaatages on a global
basis are our relationships with global CE comparoer technology for dynamic personalization anelasning, our process knowledge of building anrimgecontent subscription
business, and our relationships with content conegan

The internet is naturally global in a way that tsnie of regulated broadcast spectrum or localecalthen you look at Skype revenue or Comscorertigggoof YouTube users, both
representative of globally-available pure-broadbsenbices, approximately 80% comes from outsiddt8eWe see the upside of becoming a global braatibatertainment firm as
expanding our addressable market considerablyaduse did with our expansion from DVD-by-mail teesming, we’ll exercise prudence in going stegstap in our global
expansion; for example, waiting until we have cdefice in a large ROl on our Canadian expansiorréefming beyond North America. Other Netflix exgans, such as from
DVD-by-mail to streaming, and into Canada, we'veauplished while at the same time increasing cadaield operating margin. The difference here iséfegively large size of
the global opportunity as broadband becomes woittevand the competitive window that will be operyaemporarily.
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Our success with our pure streaming offering ind@ianat $7.99 has encouraged us to test this nrottet iUSA. If our results are as strong as we tttiely will be, then we will look
to start this offering later in this Q4. Pure stnirag could become our core offering in the USA, &\uD would be offered as a supplement for an addél charge, like we offer Blu-
ray today. We'll know by the holiday season if comers would prefer this more streaming-centric apgin.

The competitive landscape is continuing to evoleere are rumors of Amazon entering subscriptianuHPlus is in beta; and TV Everywhere is gettingrenwidely adopted. Weée
expanded our TV show selection and have becomeagsn TV shows as we are in movies. Despitecthapetitive environment, our 52% subscriber grolatih quarter continues
to underscore the compelling nature of our offering

Looking forward to 2011, we see many of the sameef®at play in 2010: video store closures, morliXeevices, improved Netflix user-interface, nedetflix streaming content,
more awareness of streaming generally, and incrgasimpetition. Going into next year, we will b@ging subscribers by over 50% year-over-year, aedl work hard to keep thi
extraordinary momentum going through 2011.

Barry McCarthy, CFO, Netflix

“Growth” was again the dominant theme in the thjugrter, fueled by the broad-based appeal and gapigth of streaming. For 9 of the last 11 quarteabscriber growth has been
accelerating. Not since the third quarter of 2086 the year-over-year growth in ending subscribees this fast.

Last quarter | suggested that the financial reydés-to-date and our guidance through 2010 shgivilyou confidence that the business model is imgrivell and our financial
results are solid. Our Q3 results underscore ti.po

Q3 Results

Revenue growth accelerated last quarter by 67®bsY/Y basis on the strength of our subscribemtn. Faster subscriber growth in the U.S., aloith wur growth in Canada,
explains the relatively high percentage of frepa@ subscribers at quarter end.



Gross margin of 37.7% increased by 280 bps Y/Y. &olVD+elated costs, expressed as a percent of revermue the principal drivers of higher margin, desgh Y/Y increase i
shipments of DVD'’s. This reduction includes contguistage and labor costs. The margin expansiaterkto these costs more than offset the signific@igher costs of growing

our streaming content library, which only refleceedartial quarter of Epix related licensing exger additional 63 bps of margin expansion waateel to a change in the estimate
of royalty rates used for the accrual of licenssffor music rights.

On prior earnings calls you've heard Reed say thezeat least two ways to invest in growth. Onte ispend more on marketing. Another is to imprdwevalue proposition of our
service, either in the form of lower prices, ortbetservice, or both. The financial expressiorhig interplay is the relationship between grossgimaiSAC, and churn.

Record low SAC in the quarter of $19.81 and redowdchurn of 3.8% reflects the impact of our ongpinvestment in growing the Netflix ecosystem foeamed content, which
drives more organic growth, longer customer lifed anore lifetime value. We expect the trend to itnr.

As it relates to Q3 churn, subscriber engagemesirégaming drove a 20 bps improvement in churn &i@a 60 bps improvement Y/Y. Overall churn is Isixnong subscribers
engaged in both DVD and streaming behavior, folldg streaming only subs, followed by DVD only subke trend toward lower churn from streaming-edasubs reflects the
significant investments we’ve made to improve therall user experience.

Lower churn, which drives greater lifetime valuedanore organic growth, which drives lower SAC, ave of the ways in which we expect to recoup owestment in licensing
more streamed content, which pressures gross méafimin the U.S. and as we grow our internatidmeiness.

Free cash flow of $7.8 million declined sharplyaol/Y and Q/Q basis. Prepayment on the Epix liceggeement was the primary contributor to the declOther than Epix, the Q3
cash flow attributes of our business remained gtrand we’ll return to more normalized FCF level€)4, with FCF more in line with NI.
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We finished the quarter with $257 million in castdahortterm investments and $200 million in debt, whichtumes in 2017. As many of you know, we used thegeds of the del
offering to repurchase Netflix stock.

During the quarter, we continued to use excess feasthare repurchases. In total we spent $58 omiio purchase 530 thousand shares at an avecsgef $110.

In terms of future buybacks, we have no plans pobailow $260 million in cash and cash equivalents.

Q4 Guidance

Today’s earnings release includes our revised Qdiagae. As in prior years, we'll release our 20liidgnce on the Q4 earnings call in January.

We expect the current momentum to continue thrahgHourth quarter and beyond. This explains owvargly revised subscriber guidance for Q4. Fastbseriber growth results,
in part, from our investments in licensing additibstreamed content, which improves the Netflbuegbroposition. New license deals in the U.S. aadd@a, plus a full quarter of
Epix license fee expense, will pressure gross margi Q4 and reduce operating margins somewhat @8rfevels. Y/Y reductions in marketing spendind miostly fund the
increased content spending as we balance the ffadetween growing even faster and short termitsrof

Reed’s comments mentioned that in Q4 we’ll spencenoa streaming content and deliver more hoursitgfreainment via streaming than on DVD. And a migjaf our subs will
watch more content streamed from Netflix than deld by us on DVD. With that transition in our lesis from mostly DVD to mostly streaming, this w# the last quarter we
report the percent of subs that streamed morelBaninutes of streamed content in the last 91 days.

Closing Thoughts

The promise of “streaming” has become a realityefathan many of us expected. And the balancesk$ and rewards that we all associated with magagim evolution of our
business model across the digital divide has shifteur favor more quickly than we forecast it wbu
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As a consequence, we have more upside in the tassihan ever before, both domestically and abroad.

Continuous improvements in the Netflix service haeen a key component in our success. Done corréadrives organic growth, lower gross marginyé SAC, lower churn and
higher lifetime value.

Our overarching objective is to drive that saméugius cycle of success in international marketsl e look forward to reporting on our progresshie years to come.
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Forward -Looking Statements and
Non-GAAP Financial Measurements

This presentation contains forward-looking statements relating to
future events or future financial performance that involve risks and
uncertainties. Actual results may differ materially from those
anticipated in these statements based on a number of factors,
including those identified in

the company’s annual report on Form 10-K filed with the SEC on
February 22, 2010.

This presentation also contains references to non-GAAP financial
measures. A presentation of and reconciliation to the most directly
comparable GAAP financial measure, where such can be done
without unreasonable effort,

can be found on our Web site at http://ir.netflix.com.
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Q3 Results
Q3’10 Guidance

16,300k 16,700k

Subscribers -

A

A

$33m
GAAP Net Income

16,933k

$553.2m
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Subscriber Growth

housand _ .
(in thousands) Netflix Subscribers

16,933

15,001
13,967
12,268
10310 10,598 11,109
9,390
n . l I I

3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10
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Net Additions

(in thousands)

Net Subscriber Additions

51 0
261 289

3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10
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Q3 Revenue

(in millions)

Total Revenue

$423.1

$341.3
- .

3Q07 3Q08 3Q09

Note: Netflix implemented price reductions in July 2007
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Q3 GAAP Net Income & Fully Diluted EPS

Net Income

(in millions)

$38.0

Earnings per Share

$0.70
$30.1 $0.52
$0.33
$20.4 30.23
e 1

3Qo7 3Qos8 3Qo09

3Q10

3Qo07 3Qo8 3Qo09 3Q10
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2% 4.2% 4.2% 4.2%

3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q0% 1Q10 2Q10 3Q10
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Subscriber Acquisition Cost

$32.21

$26.67 $26.86
$25.79 $25.23
$23.88 $24.37
$21.54
I $1 9.81

3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10
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Free Cash Flow

(in thousands)

4Q09 ‘ 1Q10 ‘ 2Q10 ‘ 3Q10

Non-GAAP Free Cash Flow
Reconciliation:

Net cash provided by operating

activities $78,311 $105,817 $77,205 @ $60,252 $42,227

Purchases of property and

equipment (9,994)  (22,433)  (6,393)  (5,671)  (7,342)

Acquisition of intangible asset (130) (375)

Acquisitions of DVD content library (46,273) (57,048) | (36,902) @ (24,191) | (29,900)

Proceeds from sale of DVDs 3,345 3,934 3,984 3,815 3,109

Other assets 134 (72) (172) 10 48

Non-GAAP Free Cash Flow $25,523 $30,198 $37,592

NETELI




Business Outlook

4Q10 FY'10

Subscribers 19.0-19.7M 19.0-19.7M

Revenue $586 — 598M $2.15-2.16B

GAAP Net

e e $32 - 40M $146 — 154M

GAAP EPS* $0.59-0.74  $2.68 —2.83

*Fully Diluted
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Quarterly Summary Financials

2Q09 3Q09 4Q09 1Q10 2Q10 3Q10
Subscribers (M) 10.6 111 12.3 14.0 15.0 16.9
Y/Y Change 26% 28% 31% 35% 42% 52%

Revenue (M) $409 $423 $445 $494 $520 $553
Y/Y Change 21% 24% 24% 25% 27% 31%

Operating Profit (M) $53 $49 $53 $58 $77 $70
Y/Y Change 54% 45% 41% 60% 47% 41%

Net Income (M) $32 $30 $31 $32 $44 $38
Y/Y Change 22% 48% 36% 44% 34% 26%

EPS* $0.54 $0.52 $0.56 $0.59 $0.80 $0.70
YIY Change 29% 58% 47% 59% 48% 35%

% of Subscribers

Watching Instantly > 15
minutes 37% 41% 55% 61% 66%

*Fully Diluted
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Fiscal Year Summary Financials

Mid-point of
Guidance

2007 2008 2010

Subscribers (M) : 6.3 7.5 9.4
Y/Y Change 51% 18% 26%

Revenue (M) $997 $1,205  $1,365
Y/Y Change 46% 21% 13%

Operating Profit (M) $65 $92 $122
Y/Y Change 2387% 41% 32%

Net Income (M) $49 $67 $83
Y/Y Change 17% 36% 25%

EPS* $0.71 $0.97 $1.32
Y/Y Change 11% 37% 36%

% of Subscribers
Watching Instantly > 15

minutes
*Fully Diluted
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