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Item 2.02 Results of Operations and Financial Condition

On July 21, 2010, Netflix, Inc. (the “Company”) aumced its financial results for the quarter endieae 30, 2010. The press release and managememiecaary, which is
attached hereto as Exhibits 99.1 and 99.2 resgédytiand incorporated herein by reference, dissl@setain financial measures that may be considesed5AAP financial measure
Generally, a non-GAAP financial measure is a nucaérneasure of a company’s performance, finanaaitjon, or cash flows that either excludes orudels amounts that are not
normally excluded or included in the most directfynparable measure calculated and presented indacme with generally accepted accounting prinsipiehe United States.
Management believes that non-GAAP net income isefull measure of operating performance becauselitdes the non-cash impact of stock option acdngnin addition,
management believes that free cash flow is a usefalsure of liquidity because it excludes the nperational cash flows from purchases and salebarf-¢erm investments, cash
flows from investment in business and cash flowsffinancing activities. However, these nBAAP measures should be considered in additiondbas a substitute for, or supel
to net income and net cash provided by operatitigites, or other financial measures preparedcicoadance 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 treassd‘filed” for purposes of Section 18 of the Sé@es Exchange Act of 1934, nor shall it be deemnedrporated by reference
into any registration statement or other documensyant 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 July B102
99.2 Managemer's commentary on financial results for the quarteteel June 30, 201
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EXHIBIT INDEX

Exhibit No. Description of Exhibit
99.1* Press release issued by Netflix, Inc. on July B102
99.2* Managemer's commentary on financial results for the quarteteel June 30, 201

* These exhibits are intended to be furnished anlii sbigbe 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

NETELLX

FOR IMMEDIATE RELEASE IR CONTACT: Deborah Crawfort
Wednesday, July 21, 20: VP, Investor Relation
(408) 54(-3712

PR CONTACT: Steve Swase
VP, Corporate Communicatiol
(408) 54(-3947

Netflix Announces Q2 2010 Financial Results

Subscribers — 15.0 million
Revenue — $519.8 million
GAAP Net Income — $43.5 million
GAAP EPS — $0.80 per diluted share

LOS GATOS, Calif., July 21, 2010~ Netflix, Inc. (Nasdaq: NFLX) today reported resubr the second quarter ended June 30, 2010.

“Our rate of subscriber growth continues to aceteand we added more than a million net new sildessrfor the third consecutive quarter,” said hetCo-Founder and CEO Re:
Hastings. “Consumers are clearly enthralled byaffaring of unlimited movies and TV shows streanosér the Internet.”

Second-Quarter 2010 Financial Highlights
Subscribers Netflix ended the second quarter of 2010 withrapipnately 15,001,000 total subscribers, represgm? percent year-over-year growth from 10,599 j0#l
subscribers at the end of the second quarter ¢ 288 7 percent sequential growth from 13,967,@@3aibers at the end of the first quarter of 2010.

Net subscriber change in the quarter was an inerefa$,034,000 compared to an increase of 289,680thé same period of 2009 and an increase of 1060Jor the first quarter ¢
2010.

Gross subscriber additions for the quarter tot8l889,000, representing 58 percent year-over-yeavth from 1,936,000 gross subscriber additiorthénsecond quarter of 2009 and
12 percent quarter-over-quarter decline from 3@®2 gross subscriber additions in the first quarte2010.

Of the 15,001,000 total subscribers at quarter 8Aghercent, or 14,577,000, were paid subscrifiérs.other 3 percent, or 424,000, were free subswiliPaid subscribers represel
98 percent of total subscribers at the end of deersd quarter of 2009 and at the end of the firattgr of 2010.

Revenueor the second quarter of 2010 was $519.8 milliepresenting 27 percent year-oyear growth from $408.5 million for the second deapf 2009, and 5 percent sequer
growth from $493.7 million for the first quarter 2010.



Gross margirifor the second quarter of 2010 was 39.4 percenpeoed to 34.1 percent for the second quarter 09 20@ 37.8 percent for the first quarter of 2010.

GAAP net incomédor the second quarter of 2010 was $43.5 milliar@80 per diluted share compared to GAAP netrireof $32.4 million, or $0.54 per diluted share,tfe
second quarter of 2009 and GAAP net income of $8&lin, or $0.59 per diluted share, for the figstarter of 2010. GAAP net income grew 34 percena gear-over-year basis
and GAAP EPS grew 48 percent on a year-over-yess.ba

Percentage of subscribers who watched instantige than 15 minutes of a TV episode or movie engbcond quarter of 2010 was 61 percent compar&d percent for the same
period of 2009 and 55 percent for the first quanfe2010.

Subscriber acquisition cosfor the second quarter of 2010 was $24.37 per graisscriber addition compared to $23.88 for theespetiod of 2009 and $21.54 for the first quarter o
2010.

Churnsfor the second quarter of 2010 was 4.0 percent eoadpto 4.5 percent for the second quarter of 20@93.8 percent for the first quarter of 2010. @haocludes free
subscribers as well as paying subscribers who et#db renew their monthly subscription serviceimy the quarter.

Free cash flovfor the second quarter of 2010 was $34.2 milliompared to $26.3 million for the second quarter@2and $37.6 million for the first quarter of 2010

Last twelve-month free cash flow for the secondrtguanf 2010 was $127.5 million compared to $1T8ilion for the second quarter of 2009 and $119ilion for the first quarter
of 2010.

Cash provided by operating activities for the selcgumarter of 2010 was $60.3 million compared to.$78illion for the second quarter of 2009 and $#ilfion for the first quarter
of 2010.

Business Outlook
The Company'’s performance expectations for thel third fourth quarters of 2010 and full-year 20¥as follows:

Third-Quarter 2010
. Ending subscribers of 16.3 million to 16.7 milli
. Revenue of $546 million to $554 millic
e GAAP net income of $33 million to $40 millic
*«  GAAP EPS of $0.61 to $0.74 per diluted st

Gross margin is defined as revenues less coststsption and fulfilment expenses divided by newves.

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 ta} 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



Fourth-Quarter 2010
. Ending subscribers of 17.7 million to 18.5 milli
. Revenue of $580 million to $596 millic
e GAAP netincome of $32 million to $40 millic
*«  GAAP EPS of $0.58 to $0.73 per diluted st

Full-Year 2010
. Ending subscribers of 17.7 million to 18.5 milliarp from 16.5 million to 17.3 milliol
. Revenue of $2.14 billion to $2.16 billion, up fr&f.11 billion to $2.16 billior
¢ GAAP netincome of $141 million to $156 million, tem $132 million to $144 milliol
*  GAAP EPS of $2.58 to $2.86 per diluted share, omf2.41 to $2.63 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 gyoestions to ir@netflix.com
(Please note this new email address). The company will read the questions aloud on tiieacd respond to as many questions as possible.

All media inquiries should be directed to Steve Sayaat (408) 540-3947 or sswasey@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.netflboen . For those without access to
the Internet, a replay of the call will be avaikafilom 6:00 p.m. Pacific Time on July 21, 2010 thgio midnight on July 24, 2010. To listen to thelagpcall (706) 645-9291,
conference ID 84659036.

Use of Non-GAAP Measures

This press release and its attachments includeerefe 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 stpt&roaccounting. In addition, management beligheas free cash flow is a
useful measure of liquidity because it excludesnthie-operational cash flows from purchases and s#lshort-term investments, cash flows from inmesit in business and cash
flows from financing activities. However, these iBAAP measures should be considered in additiondbas a substitute for or superior to, net incame net cash provided by
operating activities, or other financial measuneppred in accordance with GAAP. A reconciliationtie GAAP equivalents of these non-GAAP measwwesmtained in tabular
form on the attached unaudited financial statements

About Netflix

With more than 15 million members, Netflix, Inc.dbtdaq: NFLX) is the world’s largest subscriptiorva® streaming movies and TV episodes over therhet and sending DVDs
by mail. For $8.99 a month, Netflix members canantly watch unlimited TV episodes and movies stred to their TVs and computers and can receiveniteld DVDs delivered
quickly to their homes. With Netflix, there are eewany due dates or late fees. Members can seteatd growing library of titles that can be watcliestantly and a vast array of
titles on DVD. Among the large and expanding bdsgevices that can stream movies and TV episoaes Metflix right to members’ TVs are Microsoft's ¥k 360 and Sony’s PS3
game consoles and Nintendo’s Wii console; Blu-riag glayers from Samsung, LG and Insignia; Intefiés from LG, Sony and VIZIO; the Roku digital vid@layer and TiVo
digital video recorders; and Apple’s iPad tableir fore information, visit http://www.netflix.com
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Forward-Looking Statements

This press release contains certain forward-lookiatements within the meaning of the federal sgéesilaws, including statements regarding our stibsr growth, revenue, GAAP
net income and earnings per share for the thirdf@amdh quarters of 2010 and the full-year 2010e Térward-looking statements in this release abgesti to risks and uncertainties
that could cause actual results and events tordiffeluding, without limitation: our ability to &tict new subscribers and retain existing subscjlmeir ability to manage our
subscriber acquisition cost as well as the cosbafent delivered to our subscribers; fluctuationsonsumer usage of our service; the continuedaditity of content on terms and
conditions acceptable to us; maintenance and expaaosdevice platforms for instant streaming; doméd weakness in the U.S. economy and its affectmine commerce or the
filmed entertainment industry; conditions that effeur delivery through the U.S. Postal Serviceluding regulatory changes and postal rate inceea$gnges in the costs of
acquiring DVDs or electronic content; consumer siiremon DVDs and related products; disruption irviee on our website or with our computer systecosnpetition and
widespread consumer adoption of different modesefing in-home filmed entertainment. A detailedalission of these and other risks and uncertaithit&<ould cause actual
results and events to differ materially from suciwiard-looking statements is included in our fibngith the Securities and Exchange Commissionudinf our Annual Report on
Form 10-K filed with the Securities and Exchangern@assion on February 22, 2010. We undertake n@atitin to update forward-looking statements tceetfevents or
circumstances occurring after the date of thispretease.



Netflix, Inc.

Consolidated Statements of Operations
(unaudited)

(in thousands, except per share data)

Revenue:
Cost of revenuet
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 outstan:
Basic
Diluted

Three Months Ended

Six Months Ended

June 30, March 31, June 30, June 30, June 30,
2010 2010 2009 2010 2009
$519,81¢ $493,66! $408,50¢ $1,013,48. $802,60°
265,38 259,56( 227,31¢ 524,94 444.77:
49,54 47,60: 41,92: 97,14¢ 83,73¢
314,93 307,16: 269,24: 622,09¢ 528,51:
204,88! 186,50¢ 139,26¢ 391,38t 274,09t
37,86: 37,39¢ 27,11¢ 75,26: 51,31¢
74,53:¢ 75,21¢ 46,23 149,75 108,47:
17,11¢ 17,19: 13,25: 34,31 26,26¢

(1,979 (1,659 (116 (3,625 (1,215
127,54 128,15¢ 86,48 255,70: 184,84:
77,34: 58,34¢ 52,78: 135,68 89,25:!
(4,899 (4,959 (674 (9,855 (1,342
921 972 86¢€ 1,89¢ 2,47¢
73,37( 54,35¢ 52,97 127,72¢ 90,38¢
29,85 22,08¢ 20,53 51,93% 35,57¢
$ 43,51¢ $ 32,272 $ 32,44 $ 75,79 $ 54,80¢
$ 08¢ $ 061 $ 0.5€ $ 1.4< $ 09
$ 0.8C $ 0.5¢ $ 0.5 $ 1.3¢ $ 091
52,48¢ 52,91: 57,87: 52,69’ 58,30:
54,32« 54,77¢ 59,66( 54,54¢ 60,18:
$ 307 $ 17¢€ $ 10z $ 482 $ 222
2,37¢ 1,86¢ 1,19C 4,24¢ 2,261
75€ 642 45¢ 1,39¢ 901
3,48¢ 2,81¢ 1,52¢ 6,302 3,02¢

$ 43,51¢ $ 32,27: $ 32,44 $ 75,79 $ 54,80¢
6,92¢ 5,50z 3,27¢ 12,43( 6,41(
(2,820) (2,239 (1,277) (5,059 (2,53))

$ 47,621 $ 35,54( $ 34,44¢ $ 83,16] $ 58,68¢
$ 091 $ 0.67 $ 0.6C $ 1.5¢ $ 1.01
$ 0.8¢ $ 0.6t $ 0.5¢ $ 1.52 $ 0.9¢
52,48¢ 52,91: 57,87: 52,69’ 58,30:
54,32« 54,77¢ 59,66( 54,54¢ 60,18:



Netflix, Inc.

Consolidated Balance Sheets

(unaudited)

(in thousands, except share and par value data)

As of
June 30, December 31
2010 2009
Assets
Current asset:
Cash and cash equivale! $ 107,32 $ 134,22
Shor-term investment 171,75¢ 186,01¢
Current content library, ne 93,12: 37,32¢
Prepaid conter 33,83% 26,74:
Other current asse 35,17 26,70!
Total current asse 441,21t 411,01
Content library, ne 94,66¢ 108,81(
Property and equipment, r 123,29. 131,65:
Deferred tax asse 21,95: 15,95¢
Other nol-current asset 12,84 12,30(
Total asset $ 693,97: $ 679,73
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $120,03: $ 91,47t
Accrued expense 34,74¢ 33,381
Current portion of lease financing obligatic 1,971 1,41(
Deferred revenu 101,41¢ 100,09
Total current liabilities 258,16° 226,36¢
Long-term debi 200,00( 200,00(
Lease financing obligations, excluding current joor 35,18¢ 36,57
Other nol-current liabilities 23,98( 17,65(
Total liabilities 517,33: 480,59:
Stockholder equity:
Common stock, $0.001 par value; 160,000,000 starg®rized at June 30, 2010 and December 31, 858,171 and 53,440,073 issued
and outstanding at June 30, 2010 and Decembei0B9, Pespectivel 52 53
Accumulated other comprehensive income, 802 214
Retained earninc 175,78t 198,81°
Total stockholder equity 176,64( 199,14:
Total liabilities and stockholde’ equity $ 693,97: $ 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 cashigea by operating activitie:

Acquisition of streaming content libra
Amortization of content librar
Depreciation and amortization of property, equiph@md intangible:
Amortization of discounts and premiums on investts
Amortization of debt issuance co:
Stock-based compensation expel
Excess tax benefits from st-based compensatic
Loss on disposal of property and equipn
(Gain) loss on sale of sh-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 sk-term investment
Purchases of property and equipmr
Acquisitions of intangible asse
Proceeds from sale of DVI
Other asset
Net cash used in investing activit
Cash flows from financing activities:
Principal payments of lease financing obligati
Proceeds from issuance of common st
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

* Certain prior period amounts have been reclassi

Three Months Ended

Six Months Ended

June 30, March 31, June 30, June 30, June 30,
2010 2010* 2009 2010 2009

$ 43,51¢ $ 32,27 $ 32,44 $ 75,79 $ 54,80¢
(66,157 (50,479 (9,349 (116,637 (31,439
65,14 62,29: 53,23¢ 127,43! 102,53¢
9,30¢ 10,85¢ 9,01 20,16¢ 18,18¢
23¢€ 234 11¢ 47C 318

137 98 — 23t —
6,92¢ 5,50z 3,27¢ 12,43( 6,41(C
(11,187 (7,422 (3,815 (18,606) (7,49
— — 11C — 254
(219) (264) 101 (479 (@71
(3,05¢) (3,226 (50€) (6,286 (2,53¢
(3,399 (2,761 5,89¢ (6,155 4,55¢
(2,139 (4,962 (1,619 (7,096 2,488
(9,219 54¢€ (7,239 (8,669 (11,72
19,26t 16,87¢ (6,54¢ 36,14 2,02:
7,91 13,74¢ (34) 21,66: 2,911
1,31( 12 (12¢) 1,32: (2,632
1,84( 3,87¢ 32¢ 5,71¢ 2,74¢
60,25: 77,20¢ 75,30: 137,45 140,93!
(24,19)) (36,907 (43,229 (61,099 (89,729
(21,79 (35,999 (28,769 (57,790) (81,159
32,05¢ 30,77( 7,832 62,82¢ 44,76¢
4,31(C 4,01z 26,17¢ 8,32% 27,50¢
(5,679 (6,399 (6,939 (12,069 (13,50¢)
= (130 = (130 (200
3,81¢ 3,98¢ 1,15¢ 7,79¢ 3,88t
10 (a72) 11 (162) 9
(11,467 (40,825 (43,749 (52,297) (108,41)
(465) (361) (295) (826) (564)
13,10¢ 9,91¢ 9,77¢ 23,027 23,367
11,182 7,42¢ 3,81¢ 18,60¢ 7,49¢
(45,149 (107,729 (72,517 (152,869 (115,230
(21,319 (90,74%) (59,219 (112,06 (84,929
27,46¢ (54,369 (27,660 (26,897 (52,410
79,86 134,22: 115,13: 134,22: 139,88:
$107,32 $ 79,86: $ 87,47 $ 107,32 $ 87,47

Three Months Ended Six Months Ended
June 30, March 31, June 30, June 30, June 30,
2010 2010 2009 2010 2009

$ 60,25: $ 77,20¢ $ 75,30: $ 137,45 $ 140,93!
(24,19)) (36,907 (43,229 (61,099) (89,729
(5,679 (6,399 (6,939 (12,069 (13,50¢)
= (130 = (130 (200
3,81¢ 3,98¢ 1,15¢ 7,79¢ 3,88t
10 1729 11 (162) 9
$ 3421t $ 37,50. $26,31 §$ 71,807 $ 41,40




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

Twelve Months Ended

June 30,

March 31,

June 30,

2010 2010 2009
$321,580 $336,63  $29353(
(164,41)  (183,44) (156,840
(44,497 (45,75 (30,20%)
(130) (130) (262)
15,07¢ 12,42: 12,367
(100) (99) (20)
$12752 $11962( $ 11856




Netflix, Inc.
Consolidated Other Data
(unaudited)

(in thousands, except percentages, average maetiéyue 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 subsc
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 instantleian 15 minutes of a TV episode or mc
Household penetratic- Bay Area
Household penetratic- Rest of Countn
Churn
Subscriber acquisition co
Margins:
Gross margit
Operating margit
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

June 30,
2010

13,967

3,05¢
58.(%
(12.4%)

(2,025

15,00:
41.5%
7.4%

424
2.8%

14,577
40.5%
7.C%

$ 12.2¢

$ 484
61%
26%
13%
4.C%

$ 24.3i

39.4%
14.%%
8.4%

7.3%
14.2%

3.3%
(0.4%)

24.5%

27.2%
16.7%
18.2%
39.6%
61.2%
29.2%
1571.%
47.5%

March 31,
2010

12,26¢
3,49:
44.7%
24.6%
(1,799
13,96"
35.5%
13.8%
34¢
2.5%
13,62:
34.1%
14.5%

$ 12.9C
$ 4.87
55%
24%
12%
3.8%

$ 21.5¢

37.8%
11.8%
6.5%

7.6%
15.2%
3.5%

(0.2%)
26.0%

25.2%
19.2%
13.8€%
54.5%
20.8%
32.1%
50.7%
30.2%

June 30,
2009

10,31(

1,93¢
39.€%
(19.€%)

(1,647

10,59¢
26.(%
2.8%

224
2.1%

10,37
26.(%
2.€6%

$ 13.2¢

$ 4.5:¢
37%
21%
9%
4.5%

$ 23.8¢

34.1%
13.(%
8.C%

6.6%
11.2%
3.2%

21.1%

21.(%
17.2%
15.4%
22.2%
15.6%
(1.2%)
(94.€%)
17.%



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 ot
February 22, 2010.

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

Reed Hastings, CEO, Netflix

Q2 was another amazing quarter for us. Our Y/Y etilbsr growth accelerated to 42%, our revenue di@gtelerated to 27%, and GAAP EPS grew 48%. Feolagt two quarters,
the acceleration of our growth has been astoundirggn by the increasing appeal of streaming. Khid of rapid acceleration is unlikely to continfee long, but as our guidance
Q3 implies, we do see it continuing in the thircgagar. The mid-point of our Q3 guidance represantgcrease from Q2’'s 42% Y/Y subscriber growtle tata 49% annual growth
rate. We'll know more about Q4 in October, butfiow we are being prudent in forecasting that wadiintain an amazing 48% annual growth rate for Q4.

Turning to the P&L for Q2, we spent less than expeon cost of subscription, and more than weaithjtiplanned on marketing. This quarter more subscs streamed more content
and our Y/Y disc shipment growth, while positiveasless than we had forecast. Within a given guartedifficult to license more streaming contenmt such short notice, so we
split the upside from lower shipment growth betweearketing, which drove more subscriber growth, eachings. Looking forward at the next two quartems’ll be investing the
upside in the combination of streaming contentmadketing as both drive subscriber growth. If welfenough content deals where the terms make sznsewell be spending lot
more on streaming content. Otherwise, we can sp@ré on marketing. Either way our goal is to camntito drive growth and deliver earnings consistétit our guidance.
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We're investing aggressively in streaming contextguse of the clear benefits to the businesserfagbscriber growth due to the attractivenessiobéfering that includes great
streaming and less growth in disc shipments dsaibstitution.

In terms of streaming content, we are rapidly exipagnour TV shows available for streaming and siogelast call we have added thousands of TV episéebm new deals with
Fox, MTV Networks and Warner Television. These sbavelude all seasons of 24, Futurama, Lie To Me Thapelle Show, Nip/Tuck and Veronica Mars, ana fiew weeks all
seasons of The Family Guy will be available toatreas well. We see TV shows as equally importantitdranchise as movies.

As we evolve from DVD by mail into streaming, tteter of exclusive content changes. Exclusives inDR® arena don’t work because of the First Saleydgpt doctrine, but are a
core part of the Pay-TV market into which we amevgng. To date, we've been an outlier in the PaysBgment by not having any exclusive content. &tpleint we can start to
afford some major TV shows and movies on an exadusasis, and plan going forward on a mix of mogeeasive exclusive content and lower-cost non-esteéucontent. Our
willingness to license some higher-priced exclusioetent will open up new licensing opportunities @s.

In our deal with Relativity Media, for example, wained the exclusive rights for a set of their resvior subscription. We're very excited to get ¢hemvies and are looking for
more exclusive deals, especially on TV shows, dsaseon-exclusive content.

As we add more content, and more platforms, wéatenate to have no single deal for content otfpten accounting for more than about 20% of oueatning viewing, so we have
reasonable and not excessive concentration rigksour suppliers. As we add even more content &atfbpms, we expect this modest concentration tasttecline further.

We recently announced that we would be launchipgra streaming service in Canada in the fall anawlldhave more to say about that on our call irtdber. We chose Canada
because it forms a great validation market fomuims of pure streaming. Our future internaticsie@aming-only investments will be dependent anlearning in Canada.
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In terms of streaming platforms, we are very pldagith our success in getting on even more device®2, we launched Netflix on Nintendo Wii and AgiPad and saw the
introduction of dozens of new TVs and Bilay players from partners such as LG, Samsung,&&harp, Sony, Toshiba and VIZIO and by the entti@fyear we expect Netflix to |
available on over 100 million devices in consuméxghes. Not only are we adding more platforms vmiire also making significant improvements inexisting platforms. Before
our next call in October, we expect to be launckingajor new version of our Sony PS3 user intenfdltieh doesn't require a disc, and is dynamicafigated continuously with the
latest Netflix Ul improvements.

Looking at competition, consumers have an enornaowsy of choices for their entertainment. A newicha@onsumers now have is Hulu Plus, which direotijnpetes with us in
subscription streaming. Once Hulu Plus has a femdted thousand subscribers we'll be able to le@nm fconsumers what they like about Hulu Plus. Twetl work to incorporate
what we find back into Netflix. The Hulu team isash, and we’re not going to underestimate thenthérong term, Hulu Plus and Netflix share the samagor competitive threat,
which is the MVPD’s (multichannel video programmidigtributor) getting so much better that fewersuamers choose to supplement with Netflix or HulusPI

In summary, Q2 was a great quarter and we arewellypositioned to continue to benefit from thegto of Internet video. We know, however, there many risks for our business,
and we are staying as vigilant and focused asiavérs time of astounding business acceleration.

Barry McCarthy, CFO, Netflix

Accelerating subscriber growth and record highipmeére the dominant themes of our Q2 results. fakter subscriber growth was expected but noteaberd high profit, which is
why we beat our guidance for Q2 earnings. The afdpaance in Q2 has important implications for ldegm growth and profit. Why were profits so strdhig quarter? The answer
is “streaming”. More about that shortly.

Q2 Results

Gross margin for the quarter was 39.4%. That'dahgest Y/Y improvement (530bps) in the last foaass. Disc shipments continue to grow on a Y/Y &ydmit less than we had
expected and less than revenue growth, which expthe margin improvement. In particular, lowercdisage per subscriber was the primary driver ajmamprovement, owing
first, to the increased popularity of our $8.99mpland second, to substitution behavior which desee disc usage.
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On the 2008 Q4 earnings call, | said there wenessif DVD usage declines among early adoptersedsting. | said, other things being equal, Neligfit margins would expand
streaming substitution became a mainstream consbetavior, with postage and packaging expenseaeglay streaming delivery expense.

Now, six quarters later, the data clearly suggiststhe substitution behavior first exhibited laylg adopters is also being exhibited by mainstreabscribers. As previous
mentioned, disc shipments are still growing on ¥ Wasis, but at a slower rate than last quartera Aesult, we saw lower disc usage in Q2 than wpeeed. More on the margin
implications for guidance in a moment.

Subscriber acquisition cost (SAC) of $24.37 inceglasequentially and on a Y/Y basis. This was a mesh@utcome. As the quarter progressed, and ineegparent we would ship
fewer discs than forecast and overshoot our gnaxfit pargets, we increased marketing spending amgimally less efficient marketing channels.

Churn of 4% was down 50 bps on a Y/Y basis. Conswemgagement with streaming continues to explarintprovement. Sequentially, churn increased 20 ljsthe seasonal
increase was 10 bps better than a year ago bechtiseconsumer appeal of streaming.

Guidance
The upward revision in our full-year guidance refésthe momentum we currently see in the busimesticularly with respect to subscriber growth.

As Reed mentioned, we continue to invest aggrelysivestreaming content. We have several new dealse pipeline. If we close those new deals, geeted, streaming content
expense will increase significantly over the newt guarters, which will decrease gross margin f@#nlevels. By making the Netflix service a bettatue proposition and better u
experience than it is today, we expect to recoupstreaming investment through incremental subscigipowth, lower churn, lower SAC, and increaseerapng profit and cash
flow. These expectations are incorporated in oua@® Q4 guidance.



Given the nature of the business, it's possibldiiieénse less streaming content than we're culydorecasting. In that event, you should expexctairedeploy funds to marketing,
in which case subscribers would likely grow faskem we're currently forecasting, at slightly higl8AC and slightly higher churn.

Much has been written lately about the prospegiostal rate increases in 2011 and beyond. | betleémpact on our margin structure will be snilie substitution effects | spoke
of earlier, where content consumption continuemnaoginally shift from DVD by mail to streamed maosiand TV, will more than offset the impact of pbstde changes on our
margin structure.

Buyback Update

We continued to repurchase Netflix shares in tlverseé quarter, even at record high prices. In tetalspent $44 million repurchasing 0.4 million gsat an average cost of $108.24
per share in the second quarter.

Cumulatively, we have returned $776 million to stheniders by repurchasing 21.5 million Netflix stsaa¢ an average cost of $36.06 per share. Thigsepts 40% of the
54.3 million average fully diluted share count i8.Q

We finished the quarter with $279 million in castdahort-term investments and $200 million in léeign debt. The balance sheet remains strong, with modest leverage. We
plan to keep it that way for the foreseeable futwi¢h no plans for additional debt.

Closing Thoughts

If you've watched the Netflix streaming ecosystemvgover the past three years and wondered abeutrtplications for our business model, or perhaentfrustrated by our
limited disclosure of streaming metrics (for conifpeg reasons), the financial results yeamdtte and our guidance through 2010 should givecpotidence that the business mod
working well and our financial results are solid.
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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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Netflix Goals

> Be a great Internet movie and TV show
service by combining Internet

streaming with DVD by malil

> Materially grow subscribers and
EPS every year
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Q2 Results
Q2’10 Guidance

14,700k 15,000k

Subscribers -
A

A

$34m
GAAP Net Income

15,001k

$519.8m
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Subscriber Growth

(in thousands)
Netflix Subscribers

13,967

12,268
11,109
10,310 10,599
9,390
8 411 8,672 l

2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q0% 1Q10 2Q10
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Net Additions

(in thousands)

Net Subscriber Additions
1,699

1,159
1,034
920
718
510
261 289
= ] l

2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10
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Q2 Revenue

(in millions) Total Revenue

2Q07

Note: Netflix implementedprice reductions in July 2007
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Q2 GAAP Net Income & Fully Diluted EPS

Net Income Earnings per Share

(in millions)

$25.5 $26.6

2Q07 2Q08 2Q09 2Q08 2Q09 2Q10
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4.2% 4.2% 4.2%

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

$32.21

$28.89
$26.67 $26.86
$25.79 $25.23
$23.88 $24.37
I I I I I

2Q08 3Q08 4Q08 1Q092 2Q09 3Q09 4Q09 1Q10 2Q10
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Free Cash Flow

(in thousands)

Non-GAAP Free Cash Flow
Reconciliation:

Net cash provided by operating
activities

Purchases of property and
equipment

Acquisition of intangible asset
Acquisitions of DVD content library
Proceeds from sale of DVDs
Other assets

Non-GAAP Free Cash Flow

(43,224)
1,159

11

3Q09 ‘ 4Q09 ‘ 1Q10 ‘ 2Q10

$78,311

(9,994)

(46,273)
3,345

134

$25,523

$105,817

(22,433)

(57,048)

3,934

(72)

$30,198

$77,205
(6,393)
(130)
(36,902)
3,984
172)

$37,592

$60,252

(5,671)

(24,191)
3,815

10

$34,215
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Business Outlook

3010 4Q10 FY '10

Subscribers  16.3-16.7M 17.7-185M 17.7 —18.5M

Revenue $546 — 554M  $580 — 596M  $2.14 —2.16B

GAAP Net

e e $33 - 40M $32 — 40M $141 — 156M

GAAP EPS* $0.61-0.74 $0.58-0.73 $2.58 —2.86

*Fully Diluted

NETELI




Quarterly Summary Financials

1Q09 2Q09 3Q09 4Q09 1Q10 2010
Subscribers (M) 10.3 10.6 111 12.3 14.0 15.0
Y/Y Change 25% 26% 28% 31% 35% 42%

Revenue (M) $394 $409 $423 $445 $494 $520
Y/Y Change 21% 21% 24% 24% 25% 27%

Operating Profit (M) $36 $53 $49 $53 $58 $77
Y/Y Change 138% 54% 45% 41% 60% 47%

Net Income (M) $22 $32 $30 $31 $32 $44
Y/Y Change 68% 22% 48% 36% 44% 34%

EPS* $0.37 $0.54 $0.52 $0.56 $0.59 $0.80
Y/Y Change 76% 29% 58% 47% 59% 48%

% of Subscribers

Watching Instantly > 15
minutes 36% 41% 48% 55% 61%
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Fiscal Year Summary Financials

Mid-point of
Guidance

2007 2008 2010

Subscribers (M) . 6.3 7.5 9.4 12.3 18.1
Y/Y Change 51% 18% 26% 31% 47%

Revenue (M) $997 $1,205 $1,365 $1,670  $2,150
Y/Y Change 46% 21% 13% 22% 29%

Operating Profit (M) $65 $92 $122 $192 --
Y/Y Change 2387% 41% 32% 58%

Net Income (M) $49 $67 $83 $116
Y/Y Change 17% 36% 25% 40%

EPS* $0.71 $0.97 $1.32 $1.98
Y/Y Change 11% 37% 36% 50%

% of Subscribers
Watching Instantly > 15
minutes

*Fully Diluted

NETELI
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