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Item 2.02 Results of Operations and Financial Contion.

On July 25, 2011, Netflix, Inc. (the “Company”) aumced its financial results for the quarter endigae 30, 2011. The Letter to
Shareholders, which is attached hereto as ExHhibit 8nd is incorporated herein by reference, digsdaertain financial measures that may be
considered non-GAAP financial measures. Generalhgn-GAAP financial measure is a numerical measfieecompany’s performance,
financial position, or cash flows that either extds or includes amounts that are not normally ebedduor included in the most directly
comparable measure calculated and presented indarae with generally accepted accounting prinsipiehe United States. Management
believes that free cash flow is an important ligyichetric because it measures, during a giveropgethe amount of cash generated that is
available to repay debt obligations, make investsiagepurchase stock and for certain other aaiitManagement believes that contribution
profit is useful in assessing the relative contilmto operating income of each segment by elitimgaany allocation of Technology &
Development and General & Administrative expenbas apply across these segments. However, thiSa#ohP measure should be
considered in addition to, not as a substitutedogsuperior to net income, operating income, agtccash provided by operating activities, or
other financial measures prepared in accordande®AAP. The non-GAAP information is presented ustngsistent methodology from
guarter-to-quarter and year-to-year.

The information in this report shall not be treassd‘filed” for purposes of Section 18 of the Sétes Exchange Act of 1934, nor
shall it be deemed incorporated by reference injoragistration statement or other document puitsigatie Securities Act of 1933 or the
Securities Exchange Act of 1934, except as exprasated by specific reference in such filing.

Iltem 9.01 Financial Statement and Exhibits.
(d) Exhibits

99.1 Letter to Shareholders dated July 25, 2
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99.1* Letter to Shareholders dated July 25, 2(
* This exhibit is intended to be furnished and shatibe deeme*“filed” for purposes of the Securities Exchange Act of 1

The Letter to Shareholders will be attached as lkxBb.1.



Exhibit 99.1
July 25t | 2011
Dear Fellow Shareholders,

We are happy to report that Q2 was another greateyufor Netflix. Streaming is continuing to groapidly, and with the recently introduced
price changes, we’'ll be able to further increagesitope and quality of our streaming content. Atahd of the quarter, Netflix had over
25 million global subscribers, up 70% from 15 noiflijust one year ago. Our summary results are below

(in millions except per share data) Q209 Q3 '09 Q4°09 Q1°'10 Q2°'10 Q310 Q4°10 Q111 Q211
Domestic:

Net Subscriber Additions 0.2¢ 0.51 1.1¢ 1.7C 1.0z 1.8C 2.7C 3.3C 1.8C
Y/Y Change 72 % 95 % 61 % 85 % 255 % 253 % 133 % 94 % 75 %
Subscribers 10.6( 11.11 12.2% 13.9% 15.0( 16.8( 19.5( 22.8( 24.5¢
Y/Y Change 26 % 28% 31% 35% 42 % 51 % 59 % 63 % 64 %
Revenue $ 40¢ $ 42¢ $ 44F $ 494 $ 52C $ 55¢ $ 59z $ 70¢ $ 77C
Y/Y Change 21% 24 % 24 % 25% 27 % 31% 33% 43 % 48 %
Contribution Profit $ 93 $ 89 $ 98 $ 111 $ 13C $ 13C $ 152 $ 187 $ 21z
Y/Y Change 38% 32% 38% 53% 40 % 46 % 55 % 68 % 64 %
Operating Income $ 53 $ 49 $ 53 $ 58 $ 77 $ 72 $ 88 $ 11c $ 12t
Y/Y Change 54 % 45 % 39% 61 % 45 % 47 % 66 % 95 % 62 %
International:

Net Subscriber Additions — — — — — 0.1z 0.3¢ 0.2¢ 0.1¢
Subscribers — — — — — 0.1z 0.51 0.8C 0.97
Revenue — — — — — $ — $ 4 $ 12 $ 19
Contribution Profit (Loss) — — — — — $ @ $ 99 $ @11 $ 9
Operating Income (Loss) — — — — — $ (3 $ 9 $ (12) $ (10
Global:

Subscribers 10.6( 11.11 12.27 13.9i 15.0( 16.9: 20.01 23.6( 25.5¢
Y/Y Change 26 % 28% 31% 35% 42 % 52 % 63 % 69 % 70 %
Revenue $ 40¢ $ 42¢ $ 44¢ $ 494 $ 52C $ 55¢ $ 59¢ $ 71¢ $ 78¢
Y/Y Change 21% 24 % 24 % 25% 27 % 31% 34% 46 % 52 %
Net Income $ 32 $ 30 $ 31 $ 32 $ 44 $ 38 $ 47 $ 60 $ 68
Y/Y Change 22% 48 % 35% 45 % 38% 27% 52 % 88 % 55 %
EPS $ 0.54 $ 0.52 $ 0.5¢ $ 0.5¢ $ 0.8C $ 0.7C $ 0.87 $ 1.11 $ 1.2¢
Y/Y Change 29% 58 % 47 % 59 % 48 % 35% 55 % 88 % 58 %
Free Cash Flow $ 26 $ 26 $ 30 $ 38 $ 34 $ 8 $ 51 $ 79 $ 60
Buyback $ 73 $ 13C $ 79 $ 10¢ $ 45 $ 57 $ — $ 10¢ $ 51
Shares (FD) 59.7 57.€ 55.F 54.¢ 54.c 53.¢ 54.2 54.2 53.¢



Domestic Q2 results

We were thrilled to add 1.8 million domestic sulitsers in Q2, 75% more than Q2 of last year whersigrificantly increased subs by
launching Netflix on the Wii game platform. Thetumus cycle we've mentioned before of increaseé@stment in streaming content, strong
word of mouth and an expanding range of devicesimoed to bear fruit. In the U.S., we ended thertpuavith 24.6 million domestic
subscribers, 64% more than the comparable preyieaisperiod.

During the quarter, the streaming only plan corgthto gain in popularity, with nearly 75% of oumnsubscribers signing up for it. As a
result, our average subscription price revertea sbight quarter-oveguarter decline, after the one quarter impact iro@Qdur November 201
price change.

With the rapid adoption of streaming, DVD shipmefiotsNetflix have likely peaked. Also, in Q2 theabnumber of subscribers who were on
hybrid plans (and, therefore eligible to receive® declined slightly from Q1.

We've spoken frequently of how we are directingisgs generated from declining DVD demand into addél streaming content and
marketing. During the quarter, we substantiallyéased sequential spending on streaming contdittedsfrom our new content deals
(discussed below) became available for streaminghésame time, though, we maintained a discigleqgproach to what content we license
and at what price, spending somewhat less on singasontent than we budgeted for in the quartesoADVD shipments came in even lov
than forecasted, in part due to the popularitywfsireaming only plan.

The net impact: our domestic operating margin cama 16.3%, above our 14% target. Going forwarthssecond half of 2011, we expect
to increase our investment in streaming contens tkaching our 14% domestic operating margin targe

Domestic Operating Margin

16.0% 16.3%

13.0%

-——

=il Actual
=== Annual Targets

0205 Q308 Q403 Q110 0210 Q310 Q410 Q111 Q211
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Domestic content licensing

During Q2, we secured great new content for stregrand expanded our existing partnerships with metidios and broadcast and cable
networks.

For feature films, we reached agreements with Méraiand Revolution Studios to add several hundredesmn a rotating basis, giving our
subscribers access to critically acclaimed filmshsas “Pulp Fiction,” “Good Will Hunting,” “Black Blwk Down,” “Across the Universe,”
and “Shakespeare in Love” as well as box officeofaes like “Daddy Day Care,” “Hellboy,” and “Angédanagement.iVe also announced
multi-year deal with Open Road Films to exclusiveffer an exciting slate of first-run films to watinstantly shortly after they are released
on DVD. The first films from our previously annowttdeal with Relativity Media have just startediéov and “The Fighter” and “Skyline”
are shaping up to be big hits with our subscribers.

Netflix members love great television shows as magkhey love movies, and are now spending ovéohalerall streaming hours enjoyil
a wide range of TV programming. In Q2, we addeditfamds of TV episodes through significant multiryesmewals with Viacom’s media
networks and NBC Universal. These agreements rigtasidl new seasons of shows that have enjoyed smeaess among our subscribers,
but expand to new shows licensed by these companies

In the case of NBCU, we've secured access to gfB& primetime hits on a prior-season basis, ineclgdiB0 Rock,” “Parenthood,” andrhe
Office.” Complete previous seasons of cable faesriike SyFy’s “Warehouse 13,” USA’s “Psych,” and EKeeping Up with the
Kardashians” are also part of the deal.

With Viacom, we've expanded our agreement to ineladvide range of programming from MTV, Nickelode@omedy Central, BET and
TV Land, including complete seasons of “Jersey 8fid6EpongeBob SquarePants,” “South Park,” “Ho€Cileveland,” and “Basketball
Wives.”

In a few days, every episode of “Mad Men” will bew® available in syndication exclusively on Netflddditional seasons will become
available on Netflix once they complete their rumAMC. Since Mad Men is strongly serialized, we esfpsignificant viewing of prior
seasons as new viewers get hooked and seek thetoagkduring the upcoming fifth season and beyond.

Netflix subscribers now have access to a wide rafiggogramming from all four major U.S. broadcastworks and from nearly every ma
cable channel, as well as thousands of films, dioly those in their first subscription window, fradfaramount, MGM, Disney, Lionsgate and
a host of mini-major and independent studios.

In June, we told our members that Sony movies titndstarz Plus would be unavailable to watch ingtdrdm Netflix due to a contract
dispute between Sony and Starz, to which we ara pairty. As we said then, we are hopeful thesevialiwoed partners will resolve this issue
soon. Additionally, we continue to be in discussievith Starz to renew our agreement beyond thedirarter of 2012.

Domestic competition

As we've said previously, our largest competitoeotime is likely to be an improved MVPD servicéening more Internet video on-demand,
and thus reducing the number of people who wilatteacted
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by a supplementary service like Netflix. HBO GGarsexample of this: HBO subscribers can watch HR@emand through their MVPD
provider web interface (DishOnline.com, say), aotigh the HBO GO dedicated application.

Over time, both the DishOnline application and &0 GO application, amongst others, will likely dpeilt into smart TVs or be available
smart TV app stores. While HBO GO and Netflix da have overlapping content, and many consumerssgbbgo both Netflix and HBO,
we do compete with HBO for studio content and fewers’ time. Our task is to consistently improkie fjuality of our service and stay two
steps ahead, so that consumers will continue tyexgtflix.

We are also mindful of Hulu Plus and Amazon Prifdelu Plus added about 325,000 subs in Q2; we adidsé to 2 million. We invest mu
more than Hulu Plus in content, in marketing, an&&D. Since Hulu is likely to be sold in the neéarm, it is unknown who will run it and
how much they will invest in the subscription pafrthe Hulu service. We aren’t planning to bid onltdbecause most of its revenue is from
providing free ad-supported streaming of curreasea TV shows, which is not our focus.

Amazon recently added thousands of films and TVash@nd includes them as a free service to sulessrilif its Prime shipping service. We
have vastly more streaming content, are availablmore streaming devices and are purely focusesibscription video streaming. So far,
we haven't detected an impact on our business &kamazon Prime.

Separating DVD by mail and streaming into two distict plans in the U.S.

Earlier this month, we separated DVD by mail amdasning into two distinct plans, and we feel eact epresents unbeatable value in the
marketplace.

Our new pricing, $7.99 for unlimited DVD by mai§ the lowest price for DVD by mail offered by angoand we have the best service
levels. In addition, $7.99 for unlimited commerefiede streaming is an extremely attractive propasjtwith our new subscribers
overwhelmingly choosing this plan. Combined, fob$B, these two plans provide a tremendous ententait value for consumers who want
both DVD and streaming.

We didn’t change the pricing for our streaming osi¥pscribers, and those members will get to enjoserand better streaming content going
forward. Subscribers who only want DVDs from us laa@py with the introduction of DVD only plans, bese they can pay $7.99 instead of
$9.99, a 20% savings. It is expected and unforéutret our DVD subscribers who also use streamamtt tike our price change, which can
be as much as a 60% increase for them from $9.823®8, when it goes into effect for each subsenitpon their renewal date in Septem

Some subscribers will cancel Netflix or downgraldeit Netflix plans. We expect most to stay withbesause each of our $7.99 plans is an
incredible value. We hate making our subscribesetipiith us, but we feel like we provide a fan@asgrvice and we're working hard to
further improve the quality and range of our streeptontent in Q4 and beyond.
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In addition to separating the plans, we are setim@ dedicated DVD division, led by twelve-yeatfibeveteran Andy Rendich, to focus on
running a successful DVD by mail service in the Ud8 a long time. Andy and his team will be lochteearby in San Jose, and are already
planning some great improvements for the DVD servRecause we believe we can best generate paofitsatisfaction by keeping DVD by
mail as a division, we have no intention of sellindn Q4, we’ll also return to marketing our DMWYy mail service, something we haven't
done for many quarters. Our goal is to keep DVIDeathy as possible for as many years as possible.

Our estimate is that by end of Q3 in the U.S., Welve about 22 million people subscribing to dueaming service, about 15 million people
subscribing to our DVD service, and about 25 milliotal U.S. subscribers (with about 12 million pkosubscribing to both streaming and

DVD).

Expected Q3 2011 Ending Subscriber Mix

Streaming DVD

12 million with 3 million

10 million :
Streaming Only  BothStreaming  pyp oply
& DVD
Subscriptions
| J
| | 15 million total
22 million total DVD Subscriptions

Streaming Subscriptions

In Q3 we will see only the negative impact of tmigipg change, given that the announcement way @athe quarter and that the increases
won't take effect until late in the quarter (Sepbem15h on average). We expect domestic net additio@3 to be lower than the previous
year Q3, and because of the timing of the pricmgbarevenues will only grow slightly on a sequalrasis

In Q4, we expect domestic net additions to retara pattern of year-over-year growth while revewilereflect a full quarter’s impact of the
pricing changes, which could result in Q4 being finst billion dollar global revenue quarter, drivey strong U.S. performance.

While we expect our revenue to increase in Q4 filoisipricing change, we are still targeting a 148mdstic operating margin because we
will continue to increase our spending on streancimigtent, ensuring the service remains by far #s balue out there when it comes to
enjoying instant, on-demand movies and TV shows.

Q4 will also be the first quarter with a clean gegian of the costs for our DVD and streaming sesi In January, we'll report on Q4 with
greater segment detail, breaking out domestic Ddtidpestic streaming and international streaming. siio DVD will incorporate its own

technology and
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development costs, as well as G&A, providing aightiorward picture of operating income. Domestid anternational streaming share
technology, development and G&A expenses, so \We’lleporting contribution profit (i.e. gross prdéss marketing) for each segment as
well as the shared global streaming technologyeldgment and G&A costs. Starting this quarter, Gbation profit has been added to our
segment reporting as a new metric.

Canada results

We continue to generate strong subscriber grow@ainada, and we're up to nearly 1 million subscslie just 10 months. We continue to
learn from our experiences in Canada in prepardtionther international markets. We recently lehedt Canadian French support for our
service, and Netflix looks great, of course, inrfefe

NETELIX
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The key to continued growth, both domestically antdrnationally, is constant improvements to thevise. We’'ll be adding more content to
our Canadian service and now expect that we’ll comat between $1 million contribution loss andrfsillion contribution profit in Q3.

Latin America and beyond...

Early this month, we announced that we would bedhing in Latin America as our second internationatket later this year. Consumers in
43 countries across Mexico, South America and tgbBean will soon be able to enjoy unlimited T\0®is and movies streamed instantly
over the Internet to their TVs and computers atlomemonthly subscription price. We will have maecesay about this new market at the t
of launch, but we are very excited about the oppity. Specifically, Latin America represents aglaand rapidly growing market of
broadband households (currently, ~ 40 million),stomers there enjoy Hollywood content, and we ake @mhtake advantage of economies of
scale by licensing content regionally.
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As we said last quarter, we intend to launch oind timternational market in Q1 2012. Depending ontent licensing discussions underway,
we may launch one or more new countries in Q1.rAsatin America, we intend to offer a compellingoif Hollywood, regional and local
content.

In April of this year, we anticipated generatingeimational operating losses of up to $70 milliorihie second half of this year, which we v
comfortable with given the size of the opportuniityatin America. Our current estimate for inteioatl operating losses in the second half
of 2011 is now up to $80 million which includes {paginch expenses for the one or more countries aelaunch in Q1 2012.

New user interface on laptops

In June, we updated the Netflix website with a meterface to provide more focus on the TV shows &vies available to watch instantly,
making it even easier for subscribers to find sdvingttheyd love to watch. The title images are larger, ttegeemore of them on the page
play buttons appear when you track over the titlage. Star ratings, synopsis and other functioasigo easier and more intuitive to access.

We are always testing new approaches to improvedhsgce, so we were very pleased that hours vidvaed increased since the new
interface was launched. We also received tremenfdgmatback, not all of it positive, on the changd are incorporating some of that feedk
into making the user experience even better. Wegrestantly testing ways to improve the website erpee and the overall service.

Facebook

We've made great progress over the quarter on acelbook integration and we’ll likely launch it befaur next earnings report. At this
point, we plan to launch this initiative only in @&da and Latin America, as the VPPA (Video Priviaoytection Act) discourages us from
launching our Facebook integration domesticallydehthe VPPA, it is ambiguous when and how a uaergive permission for his or her
video viewing data to be shared. A bipartisan grollawmakers has introduced a simple clarificatidR2471, which says when and how a
user can give such permission. We're hoping HRZ#&kes, enabling us to offer our Facebook integrati our U.S. subscribers who desire
it.

Cord mending

For the second quarter in a row, U.S. MVPD hous#shgtew in Q1, adding nearly 500,000 additionaldetwlds and deepening evidence

cord-cutting in the past was prompted by econoraic himes rather than the substitution of overithe{OTT) services for cable.

Since MVPD households are growing while online vidse explodes, the data suggests that OTT sefikeddetflix are complementary to,
rather than competitive with, cable televisionthis way, the growth of Netflix streaming is nofdient to the prior growth of the DVD rental
market — both supplemental to the programming wffeof the MVPDs. Our subscribers overwhelminglyogrboth Netflix and the wide
variety of sports, current season TV shows, newdseartertainment available through MVPDs.
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Netflix beating Bit Torrent piracy

In May, analysis at Sandvine published a reporglobal broadband trends suggesting that people/arehing and downloading more video
over the Internet than ever before. Given the pamityl of our streaming service and the growth wesxperienced in streaming subscribers
and hours viewed, we were not surprised by thidifig. What did pleasantly surprise us was how wepared to other providers of Internet
video. Our low cost, high quality, on demand strenservice has become so good that the larges¢pge of the Internet’s traffic is for
paid content instead of illegal free peer to peer sites like Ritrent. Over coming quarters we'll see if we cacreate this “beat piracy” feat

outside of North America.

FCF & buyback
Free cash flow of $59.5 million increased shar@wryover-year (74%), but was down 25% quarter-oprter. The sequential decrease was
driven by lower deferred revenue, and interest gaytrim the quarter, partially offset by higher imetome.

Net Income and Free Cash Flow

{im millions)

568

32 e39  $31

ARRN.

Q208 Q309 Q4089 Q110 Q210 Q310 Q410 Q111 4211

e Free Cash Flow == GAAP Net Income

The expected ramp up in our streaming content tnvast discussed in our January and April letterefiected on our cash flow statement

a significant sequential increase in additionsupsireaming content library: $192 million in Q&ing to $613 million in Q2. The increase in
library additions reflects several large previoushnounced content deals (e.g. MTV, Miramax, F&S@ NBCU) becoming available for
streaming, and therefore being recognized as asseatar balance sheet. Due to this increase iafjbassets, our streaming content liabilities
also reflected a significant increase of $420 wnillielated to all payments not yet due under thesg&racts.

As a reminder, when a content license agreementsmee
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the criteria for library asset recognition, we rgeize the full value of the agreement as an assatiii content library while unpaid portions
recognized as liabilities. Since many of our agreetm are multi-year, the additions will be amodizad the liabilities paid, in most cases,
over several years. In sum, A/P and other non-ntitigbilities (long-term A/P) will increase asl¢is from new deals become available on our
service.

We've provided additional disclosures on our cadstv statements this quarter to help investors betteerstand the accounting for our
streaming content licenses — specifically, we Hara&en out the change in streaming content liabdlifrom all other A/P and other non-
current liabilities. We have also separated amatitn of streaming content from amortization of D¢éntent.

As we've stated previously, we continue to insistctose matching of cash and expense for our stngaoontent deals. Our Latin American
launch will require some minor up-front spendingttivill moderate our free cash flow in Q3.

We used $51.4 million in Q2 to repurchase 216,0@0es at an average cost basis of $238, and endepliarter with $376 million in cash,
cash equivalents and short-term investments.

Debt

Our current $200 million of issued debt trades aearly 400 basis point spread to similar-duratieasuries. We don’t expect to issue
additional debt while our pricing is at these BBdls. Since we used the $200 million for stock agkat sub $100 prices, we are very happy
with our debt issue overall. Our debt, which ha8&% coupon, is first callable in November 2013.

Business Outlook

Guidance
Domestic Q3 2011
Total U.S. Subscribers 24.6m to 25.4n
U.S. Streaming Subscriptions 21.6m to 23.3n
U.S. DVD Subscriptions 14.6m to 15.7n
Revenue $780m to $805r
Operating Income $95m to $120n
International Q3 2011:
Subscribers 1,150k to 1,450
Revenue $19.5m to $23.5r
Operating Loss ($27.5m) to ($22.5mr
Global Q3 2011
Net Income $39m to $58n
EPS $0.72 to $1.0
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Summary

We’re proud to be able to announce another strongequairsubscriber and earnings growth. At the stime, we are enthusiastically focu
on expanding our streaming content library and oxjmg the user experience to stay ahead of our deneompetition and to give us
substantial advantage as we move to become a déawdr in video streaming.

Sincerely,
'}#,,-f:/;/_‘] f;; — - fl
Reed Hastings, CE David Wells, CFC

Conference Call Q&A Session

Netflix management will host a webcast Q&A sessibB:00 p.m. Pacific Time today to answer questairsut the Compar's financial
results and business outlook. Please email yowstigues to ir@netflix.com The company will read the questions aloud orcdikand
respond to as many questions as possible.

The live webcast, and the replay, of the earnin§# @ession can be accessed at ir.netflix.com

IR Contact: PR Contact:

Ellie Mertz Steve Swasey

VP, Finance & Investor Relations VP, Corporate Communications
408 54(-3977 408 54(-3947
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Use of Non-GAAP Measures

This shareholder letter and its attachments incteference to the non-GAAP financial measurese frash flow and contribution profit.
Management believes that free cash flow is an itapotiquidity metric because it measures, duringgven period, the amount of cash
generated that is available to repay debt obligatimake investments, repurchase stock and faigsearther activities. Management believes
that contribution profit is useful in assessing ttkative contribution to operating income of eaelgment by eliminating any allocation of
Technology & Development and G&A expenses thatyapptoss these segments. However, this non-GAARBuneahould be considered in
addition to, not as a substitute for or superipnit income, operating income and net cash prdviyeoperating activities, or other financial
measures prepared in accordance with GAAP. Recatiail to the GAAP equivalent of this non-GAAP mesis contained in tabular form
on the attached unaudited financial statements.

Forward-Looking Statements

This shareholder letter contains certain forwamaking statements within the meaning of the fedsealrities laws, including statements
regarding increases in scope and quality of ogasting content, operating margin targets, subscrédaetion as well as impacts to revenue,
net addition and subscriber mix arising from owerg service and price changes; a return to mak&WVD by mail; Canadian contribution
profit; international expansion plans and estimaieerating losses related thereto; our subscritmvty, revenue, and operating income (li
for both domestic and international operations all &s net income and earnings per share for e dguarter of 2011. The forward-looking
statements in this letter are subject to riskswamzbrtainties that could cause actual results aadts to differ, including, without limitation:
our ability to attract new subscribers and retaiisteng subscribers; our ability to compete effeely; the continued availability of content on
terms and conditions acceptable to us; maintenandexpansion of device platforms for instant stieg; fluctuations in consumer usage of
our service; disruption in service on our websitevith third-party computer systems that help usrage our service; competition and
widespread consumer adoption of different modeseafing in-home filmed entertainment. A detailedalission of these and other risks and
uncertainties that could cause actual results gadte to differ materially from such forward-loogistatements is included in our filings with
the Securities and Exchange Commission, includirgAmnual Report on Form 10-K filed with the Seties and Exchange Commission on
February 18, 2011. We undertake no obligation watg forwardeoking statements to reflect events or circumstararcurring after the de
of this press release.
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Netflix, Inc.

Consolidated Statements of Operations

(unaudited)

(in thousands, except per share data)

Revenues
Cost of revenues
Subscriptior
Fulfillment expenses
Total cost of revenues
Gross profit
Operating expense
Technology and developme
Marketing
General and administrative *
Total operating expenses
Operating incom:
Other income (expense
Interest expens
Interest and other income
Income before income tax
Provision for income taxes
Net income
Net income per shar

Basic
Diluted

Weighted average common shares outstani

Basic
Diluted

* Includes gain on disposal of DVLC

Three Months Ended

Six Months Ended

June 30 March 31 June 30 June 30 June 30
2011 2011 2010 2011 2010
$788,61( $718,55! $519,81¢ $1,507,16: $1,013,48
428,20: 376,99: 265,38° 805,19¢ 524,94
61,77¢ 61,15¢ 49,54 122,93: 97,14¢
489,97¢ 438,15 314,93 928,12¢ 622,09t
298,63 280,40: 204,88! 579,03¢ 391,38t
57,86¢ 50,90¢ 37,86: 108,77( 75,26
94,98 104,25¢ 74,53 199,24: 149,75.
30,67( 22,99¢ 15,147 53,66¢ 30,68
183,51 178,16: 127,54 361,68( 255,70:
115,11 102,24( 77,34 217,35¢ 135,68

(5,309) (4,865) (4,897 (10,169 (9,857)
1,01: 86% 921 1,87¢ 1,89:
110,82- 98,24( 73,37( 209,06¢ 127,72¢
42,61( 38,00 29,85 80,61 51,931
$ 68,21« $60,23° $4351¢ $ 128,447 $ 75,79
$ 13C $ 114 $ 08 % 244  $ 1.4¢
$ 12 $ 111 $ o08C % 2371 $ 1.3¢
52,47( 52,75¢ 52,48¢ 52,61¢ 52,69
53,90¢ 54,24¢ 54,32¢ 54,071 54,54¢
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Netflix, Inc.

Consolidated Balance Sheets

(unaudited)

(in thousands, except share and par value data)

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Current content library, ni
Prepaid conter
Other current assets
Total current asse
Content library, ne
Property and equipment, r
Deferred tax asse
Other non-current assets
Total assets

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

Current portion of lease financing obligatic

Deferred revenue
Total current liabilities
Long-term debt

Lease financing obligations, excluding current jpor

Other non-current liabilities
Total liabilities
Stockholder' equity:

Common stock, $0.001 par value; 160,000,000 steartwrized at June 30, 2011 and December 31,
2010; 52,536,246 and 52,781,949 issued and outatpatiJune, 2011 and December 31, 2010,

respectively
Additional paic-in capital
Accumulated other comprehensive income,
Retained earnings

Total stockholders’ equity

Total liabilities and stockholders’ equity

NETELEX

As of
December 31
June 30,

2011 2010
$ 175,200 $ 194,49¢
201,20( 155,88¢
499,43: 181,00t
59,81: 62,21,
33,79: 47,357
969,44 640,96°
425,24t 180,97
136,94 128,57(
25,88: 17,46
13,17: 14,09(
$1,570,69. $ 982,06°
$ 53343¢ $ 222,82
44,137 36,48¢
2,19¢ 2,08:
146,93 127,18:
726,70¢ 388,57¢
200,00( 200,00(
32,98¢ 34,12
276,96« 69,20!
1,236,65! 691,90
53 53
— 51,62:
884 75C
333,09 237,73
334,03 290,16+
$1,570,69. $ 982,06°
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Netflix, Inc.

Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net caskigsea by

operating activities
Additions to streaming content libra
Change in streaming content liabiliti
Amortization of streaming content libra
Amortization of DVD content librar

Depreciation and amortization of property, equiptaerd

intangibles
Stocl-based compensation expel
Excess tax benefits from stc-based compensatic
Other nor-cash item:
Deferred taxe
Changes in operating assets and liabilit
Prepaid conter
Other current asse
Other accounts payak
Accrued expense
Deferred revenu
Other non-current assets and liabilities

Net cash provided by operating activities

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 equipm
Other assets
Net cash used in investing activities

Cash flows from financing activities:
Principal payments of lease financing obligati
Proceeds from issuance of common sl
Excess tax benefits from stc-based compensatic
Repurchases of common stock
Net cash used in financing activities
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Non-GAAP free cash flow reconciliation:
Net cash provided by operating activit
Acquisitions of DVD content librar
Purchases of property and equipm
Other assets

Non-GAAP free cash flow

Three Months Ended

Six Months Ended

June 30, March 31, June 30, June 30, June 30,
2011 2011 2010 2011 2010
$ 68,21« $ 60,23: $43,51¢ $12844° $ 75,79
(612,59  (192,30) (66,157  (804,90:) (116,63
419,83: 82,06¢ 18,30¢ 501,90( 29,55¢
144,46t 85,937 29,84 230,40 48,52
24,00( 26,99( 35,29¢ 50,99( 78,91:
10,18: 9,82¢ 9,30¢ 20,00¢ 20,16¢
15,53¢ 12,26¢ 6,92¢ 27,80( 12,43(
(17,86 (15,654 (11,182 (33,529 (18,60¢6)
(802) (925) (2,900 (1,727 (6,060
(3,927 (4,987) (3,399 (8,909 (6,155)
14,78; (12,38() (2,139 2,407 (7,096
4,66( 9,08¢ (9,217 13,74¢ (8,667
(4,465 14,83¢ 1,472 10,37( 12,16(
17,94: 22,67( 7,917 40,61 21,66:
3,892 15,86: 1,31( 19,754 1,322
2,53¢ 2,80z 1,328 5,341 141
86,39: 116,32: 60,25: 202,71! 137,45
(19,06 (22,119  (24,19) (41,189 (61,099
(40,597 (52,266 (21,79 (92,867 (57,790
16,51( 14,96: 32,05¢ 31,47: 62,82t
15,98¢ 65C 4,31(C 16,63t 8,32
(8,626 (16,32() (5,679 (24,94¢) (12,069
844 1,41¢ 3,82¢ 2,268 7,507
(34,949 (73,679 (11,467 (108,629 (52,297
(520) (501) (465) (1,021 (82€)
7,41¢ 6,762 13,10¢ 14,18( 23,02}
17,86¢ 15,65¢ 11,18: 33,52: 18,60¢
(51,427  (108,64) (45,149 (160,069 (152,869
(26,655 (86,72 (21,319  (113,38) (112,063
24,78¢ (44,08() 27,46¢ (19,297 (26,897
150,41¢ 194,49¢ 79,86. 194,49¢ 134,22:
$175,200 $150,41¢ $107,32° $175,200 $107,32
Three Months Ended Six Months Ended
June 30, March 31, June 30, June 30, June 30,
2011 2011 2010 2011 2010
$ 86,39: $116,320 $60,25: $202,71* $137,45
(19,06%) (22,119  (24,19) (41,189 (61,099
(8,626 (16,32() (5,679 (24,94¢) (12,069
844 1,41¢ 3,82¢ 2,268 7,507
$ 59,54t $ 79,30: $ 34,21' $138,84¢ $ 71,80:
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Netflix, Inc.
Other Data
(unaudited)

(in thousands, except percentages, average maetyéyue per paying subscriber and subscriber gtiquisost)

Domestic subscriber information:
Subscribers: beginning of peri
Gross subscriber additions: during petr
Gross subscriber additions y-to-year chang:
Gross subscriber additions qua-to-quarter sequential chan
Less subscriber cancellations: during pe!
Net subscriber additions: during peri
Subscribers: end of peric
Subscribers ye-to-year chang:
Subscribers quari-to-quarter sequential chan
Free subscribers: end of peri
Free subscribers as percentage of ending subst
Paid subscribers: end of peri
Paid subscribers ye-to-year chang:
Paid subscribers quar-to-quarter sequential chan
Average monthly revenue per paying subscr
Domestic churn
Domestic subscriber acquisition cos

Consolidated margins:
Gross margir
Operating margil
Net margin
Consolidated expenses as percentage of revenues:
Technology and developme
Marketing
General and administrative
Total operating expens
Consolidated year-to-year change:
Total revenue
Cost of subscriptiol
Fulfillment expense
Technology and developme
Marketing
General and administrati\
Total operating expens

As of / Three Months Ended

March 31,
June 30, June 30,
2011 2011 2010
22,79 19,50: 13,96
5,31t 6,29¢ 3,05¢
73.71% 80.4% 58.(%
(15.€%) 22.7% (12.4%)
(3,51¢) (3,009 (2,025)
1,797 3,29¢ 1,03«
24,59 22,79 15,00!
63.% 63.2% 41.5%
7.% 16.% 7.4%
1,331 1,392 424
5.4% 6.1% 2.8%
23,26: 21,40¢ 14,57
59.6% 57.1% 40.5%
8.7% 19.2% 7.C%
$ 11.4¢ $ 11.9% $ 12.2¢
4.2% 3.% 4.C%
$ 15.0¢ $ 14.3¢ $ 24.37
Three Months Ended
March 31,
June 30, June 30,
2011 2011 2010
37.%% 39.(% 39.4%
14.€% 14.2% 14.%%
8.€% 8.4% 8.4%
7.2% 7.1% 7.3%
12.(% 14.5% 14.2%
4.C% 3.2% 2.5%
23.2% 24.&% 24.5%
51.7% 45.6% 27.2%
61.4% 45.2% 16.7%
24.% 28.5% 18.2%
52.8% 36.1% 39.%
27.2% 38.% 61.2%
102.5% 48.(% 15.2%
43.%% 39.(% 47.5%
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Netflix, Inc.

Segment Information
(unaudited)

(in thousands)

Domestic
Free subscribers at end of per
Paid subscribers at end of period

Total subscribers at end of peri

Revenue

Cost of revenues and marketing expenses
Contribution profit *

Other operating expenses

Segment operating incon

International
Free subscribers at end of per
Paid subscribers at end of period

Total subscribers at end of peri

Revenue

Cost of revenues and marketing expenses
Contribution profit (loss) *

Other operating expenses

Segment operating income (lo:

Consolidated
Free subscribers at end of per
Paid subscribers at end of period

Total subscribers at end of peri

Revenue

Cost of revenues and marketing expenses
Contribution profit *

Other operating expenses

Operating incom:

Other income (expens

Provision for income taxes

Net Income

As of / Three Months Ended

As of / Six Months Ended

* Contribution profit (loss) is defined as revenuesslcost of revenues and marketing expel

June 30, March 31, June 30, June 30, June 30,
2011 2011 2010 2011 2010
1,331 1,39: 424 1,331 424
23,26: 21,40¢ 14,57 23,26: 14,57
24,59« 22,79, 15,001 24,59 15,00:

$769,71.  $706,27: $519,81¢ $1,475,98  $1,013,48.

556,71¢ 519,38¢ 389,46° 1,076,10i 771,84

212,99! 186,88 130,35: 399,88 241,63t
87,87: 73,90: 53,01( 161,77- 105,94¢

$125,12: $112,98: $ 77,34. $ 238,10t $ 135,68
11C 13C — 11C —

857 673 — 857 —

967 803 — 967 —

$ 18,89 $ 1227¢ $ — $ 31,17 % —
28,24 23,02! — 51,263 —
(9,34€) (10,749 — (20,08¢) —
664 — — 664 —
$(10,010 $(10,74) $ — $ (20,75) $ —
1,441 1,522 424 1,441 424
24,12( 22,07¢ 14,57 24,12( 14,57
25,56 23,60( 15,001 25,561 15,00:
$788,61( $718,55! $519,81¢ $1,507,16: $1,013,48

584,96. 542,41( 389,46° 1,127,37: 771,84

203,64 176,14 130,35: 379,79: 241,63t
88,53t 73,90: 53,01( 162,43t 105,94¢

$115,11« $102,24( $ 77,34 $ 217,35: $ 135,68
(4,290) (4,000 (3,979 (8,290) (7,959
42,61( 38,007 29,851 80,61 51,93}

$ 68,21 §$ 60,237 $ 43,51¢ $ 128,44 $ 75,79
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