SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

Current Report

Pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported):
April 25, 2011

NETFLIX, INC.

(Exact name of registrant as specified in its chaer)

Delaware 00C-49802 77-0467272
(State or other jurisdiction (Commission (I.R.S. Employer
of incorporation) File Number) Identification No.)

100 Winchester Circle
Los Gatos, CA
95032

(Address of principal executive offices)
(Zip Code)

(408) 540-3700

(Registrant’s telephone number, including area code

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the {liobligation of the registrant under any of
the following provisions:

O

Ooag

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4:
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Item 2.02 Results of Operations and Financial Conton.

On April 25, 2011, Netflix, Inc. (the “Company”) aaunced its financial results for the quarter eniedch 31, 2011. The Letter to
Shareholders, which is attached hereto as Exhibit 8nd is incorporated herein by reference, disdaertain 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 investsy@epurchase stock and for certain other aawitHowever, this non-GAAP measure
should be considered in addition to, not as a gubstor, or superior to net cash provided by agieg activities, or other financial measures
prepared in accordance with GAAP. The non-GAAPimiation is presented using consistent methodolomy fjuarter-to-quarter and year-
to-year.

The information in this report shall not be treasesd‘filed” for purposes of Section 18 of the Sé@es Exchange Act of 1934, nor shall
it be deemed incorporated by reference into anigtregion statement or other document pursuartiedSecurities 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 April 25, 20
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99.1* Letter to Shareholders dated April 25, 20
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April 25, 2011

Dear Fellow Shareholder,

Exhibit 99.1

We are delighted to report another strong quafftgrawth in subscribers, now at 23.6 million gldgalevenue and earnings. This growth
underscores the value of our increased spendirmm@ver-broader selection of TV shows and moviesconstantly improving
personalization technology, and the Netflix bra@dr Q1 summary results, plus those of the prionhteigiarters, are provided in the table

below.

(in millions except per share data)
Domestic:

Net Subscriber Additions
Y/Y Change

Subscribers
Y/Y Change

Revenue
Y/Y Change

Operating Income

Y/Y Change

International:

Net Subscriber Additions
Subscribers

Revenue

Operating Income
Global:

Subscribers
Y/Y Change

Revenue
Y/Y Change

Net Income
Y/Y Change

EPS
Y/Y Change

Free Cash Flow
Buyback
Shares (FD)

Q109

0.92
20%

10.31
25%

$ 394
21%

$ 36
138 %

10.31
25%

$ 394
21%

$ 22
68 %

$ 0.37
76 %

$ 15
$ 43
60.7

Q2 ‘09 Q309
0.2¢ 0.51
72 % 95 %

10.6(¢ 11.11
26 % 28 %

$ 40¢ $ 42¢
21% 24 %

$ 53 $ 49
54 % 45 %

10.6(¢ 11.11
26 % 28 %

$ 40¢ $ 42:
21% 24 %

$ 32 $ 3
22 % 48 %

$ 0.54 $ 0.52
29 % 58 %

$ 26 $ 26

$ 73 $ 13C
59.7 57.¢

Q4 ‘09 Q110 Q210 Q310 Q410 Q111
1.1€ 1.7C 1.0¢ 1.8C 2.7C 3.3C
61 % 85 % 255 % 253 % 133 % 94 %
12.27 13.97 15.0(C 16.8( 19.5(C 22.8(
31% 35% 42 % 51 % 59 % 63 %
$ 44t $ 494 $ 52C $ 55¢ $ 592 $ 70¢
24 % 25 % 27 % 31 % 33% 43 %
$ 53 $ 58 $ 77 $ 72 $ 88 $ 11c
39 % 61 % 45 % 47 % 66 % 95 %
— — — 0.1z 0.3¢ 0.2¢
— — — 0.1z 0.51 0.8C
— — — $ — $ 4 $ 12
— — — $ (3 $ (9 $ (11
12.27 13.97 15.0(C 16.9¢ 20.01 23.6(
31% 35% 42 % 52 % 63 % 69 %
$ 44t $ 494 $ 52C $ 55: $ 59¢ $ 71¢
24 % 25% 27 % 31% 34 % 46 %
$ 3 $ 32 $ 44 $ 38 $ 47 $ 60
35% 45 % 38% 27 % 52 % 88 %
$ 0.5¢ $ 0.5¢ $ 0.8C $ 0.7C $ 0.87 $ 1.11
47 % 59 % 48 % 35% 55% 88 %
$ 30 $ 38 $ 34 $ 8 $ 51 $ 79
$ 79 $ 10¢ $ 45 $ 57 $ — $ 10¢
55.t 54 ¢ 542 53.¢ 54.2 542



Domestic Subscriber Growth & Average Subscription Fice

We were thrilled to add 3.3 million domestic sulitsers in Q1, nearly double the number added in £2I0&0. The virtuous cycle we've
mentioned previously of increased investment ieastring content, strong word of mouth and an expandéevice ecosystem truly worked
us in the quarter. In addition, we spent record amemarketing Netflix, per the margin discussiefol.

Looking forward, our prior period comps for net adgde going to get tougher, and while we expechetadds the rest of this year to
continue to exceed those of the prior year, it wbe'at a pace of nearly 2X like in Q1. With netisforecast to grow every quarter on a Y/Y
basis, we remain in the first half of the S curf@doption. As always, we will remain focused orpioving our service, keeping Netflix in
the first half of the curve, and thereby increasyity net adds, as long as possible.

Our pure streaming plan and a price increase omylnid offerings were put into place in Novemb8a@, and the price increase largely took
effect in Q1. As a result, our average subscriptince increased sequentially from Q4 to Q1. Dutimg quarter, new subscribers embraced
the pure streaming and hybrid plans in roughly egumbers. Going forward, we believe the ASP treiitirevert back to slight Q/Q decline
as pure streaming becomes a larger part of thabwseibscriber mix.

Domestic Operating Margin

In January, we spoke of redirecting the savingegerd from a flattening DVD shipment trend intaligéidnal streaming content and
marketing. We took marketing up as much as wasieffi in Q1. But as we anticipated in January J¢lag time required to complete
increasingly large and complex content deals meantveren’t able to spend the entirety of these $uiithat, coupled with stronger-than-
expected subscriber growth, and hence additiorahtee and profit, meant our domestic operating mangQ1 increased above our 14%
target margin to 16% (see graph below).

Domestic Operating Margin

16.0%

13.0%

9.1%

Q109 0209 Q309 Q409 Q110 Q210 Q310 Q410 Qlll
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Going forward in Q2 and beyond, we expect DVD stapts to decline slightly Y/Y, spending on streamiogtent to increase substantially,
and spending on marketing to decline from Q1, bnggur domestic operating margin back to our éesgoal of around 14%. As we've
stated previously, domestic gross margin also shailirn to the 30% -35% range as we spend mostreaming.

Q1 Consolidated Earnings Outperformance

Our consolidated net income of $60.2 million arldtéid EPS of $1.11 were at the high end of our gi¢ range due to the earnings
outperformance in the U.S discussed earlier. Adldiscuss later in the letter, our internatior@dd in Canada was right in-line with our
guidance, with lower costs offsetting slightly lawban-anticipated subscriber revenue.

Domestic Streaming Content

In Q1, we completed several important streamindgearrdeals, bringing in additional first-time pats, extending and expanding
relationships with other providers and pioneeriagne new approaches we believe will help Netflixtoare to differentiate itself. The result
is that Netflix subscribers can instantly enjoyidav and better selection of TV shows and movies tever before.

Our agreement with CBS is particularly notableNa¢flix is now the only online premium subscriptiservice that offers shows from all four
broadcast networks, as well as many of the larcgse TV networks. The arrangement includes orfgnaon-air shows at present, but
provides the framework for future shows to appeaNetflix while immediately unlocking a broad selen of classic television episodes.

With Fox and Lionsgate, we increased the scopainfieals to increase the quality and quantity ofshéws available for our subscribers to
stream, while obtaining off-network rights to fivery popular on-air series, for the first-time ur distory.

The Fox deal guarantees all previous seasons’ aégssof the top rated show “Glee” and the F/X hawgliSons of Anarchy” for years to
come. This multi-year, noexclusive, agreement ensures access to currerallafioture episodes. It is similar to a syndicatibeal, except thi
episodes are made available the season after ithembke typical syndication deals that do nogireuntil a show completes at least four
seasons of broadcast. The first season of “Gleé'tlam first two seasons of “Sons of Anarchy” arevravailable to stream on Netflix.

With Lionsgate, we obtained exclusive syndicatigits for “Mad Men.”Beginning in July, the first four seasons of thisaed winning serie
will be available to stream, with new seasons appeavery year until the series is completed. therfirst several years of our deal, those
seasons will not be available to other broadcastbte networks. Separately, we extended and madiesé/e our current Lionsgate deals for
the popular Showtime series “Weeds” and the SpKesflow “Blue Mountain State”.

As streaming grows, TV shows and feature filmshaieg enjoyed in nearly equivalent volume by owssuibers and our content acquisition
team is focusing their attention accordingly. Wergeently added lots of new TV episodes, and thélprand completeness of the shows
continues to improve. As
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for movies, weve recently added a large number of core catalleg firom Paramount that are exclusive to Netftjriast broadcast, cable ¢
other over-the-top services and titles from Liotegmd MGM that are exclusive against other overttp services.

While the size of these deals and their impactwrR&L is often speculated about in the press, dipgntypically takes place over multiple
years and the amortized cost of these deals is take consideration in our 14% target operatinggimmodel.

House of Cards

Lots of attention was paid to our decision to leethe exclusive rights to premiere Media Rightpitalis “House of Cards” series, planned
for late 2012.

Rather than a shift in strategy towards originalgpamming, our decision was driven by a desir@sb & new licensing model using a small
portion of our content budget. Serialized dramiag, the original BBC series on which “House of CGaris based, have been big favorites on
Netflix and we want to confirm our theory that besa we are clic-and-watch rather than appointment viewing, weeffigiently build a big
audience for a well-produced serialized show. Tésesents slightly greater creative risk than weéaken in the past, but we think it's
reasonable given the popularity of the original B&@w on Netflix and the modest percentage of ontent budget it represents. If “House
of Cards” is popular enough on Netflix so that e we’ve paid is in line with that of other eqyallopular content on Netflix at the time,
we’'ll consider it a success.

Ideally, we'll license two or three similar, but aher, deals so we can gain confidence that whateweilts we achieve are repeatable.

While we're still negotiating the final details thfis deal, both the P&L and cash costs would oelyilb when “House of Cards” premieres in
late 2012.

Cord Mending replaces Cord Cutting

Given what’s happened in the music and newspapleistries, producers of movies and TV shows natuealbugh fear Internet services will
hurt their existing business. That fear was heiggddast year when, during some quarters, total Bi¥iBuseholds in the U.S. contracted for
the first time in history, leading to extensive glation over two possible drivers of “cord cuttinfl) the rise of entertainment available via
the Internet; and (2) the recession, specificdleydecline in household formation, rampant foragles, and the rise in unemployment.

Since last year, online video use has more thablddwand the recession has receded somewhat. &uiné video use was driving cord
cutting, the behavior would have intensified. Oa dther hand, if it was the recession that wasrdyipeople to drop MVPD subscriptions,
cord cutting would have moderated. In fact, noyatitl cord cutting slow, it becanwerd mending with total U.S. MVPD households growi
in the latest estimates.
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Simply put, the data shows that Netflix is a supatal channel to MVPD. While Netflix is likely show huge growth again this year, we
think MVPD cord cutting will be minimal to non-exént. We hear some stories from customers who Nat#ix and no MVPD service, but
these are generally people who rely on free bragtdicd (which is now in HD) and supplement with Nigtfrather than switching from
MVPD to online.

Recently, the CEO of an MVPD characterized Netfé<‘rerun TV”. While we don’t plan to use that limeour next marketing campaign, he
is fundamentally correct. Our focus for TV showsisprior season TV and completeness of seriegusecthis class of content enables us to
license content broadly and provide consumersfardiitiated experience. Also, when we offer priasons of “Glee” or “Mad Men”, we
think we grow the audience for current season orPl@VWe hope over time that HBO and Showtime willug prove this proposition for
them. We think more and more evidence that priasse on Netflix helps current season on MVPD wéitdme apparent from our deals with
Disney, Viacom, CBS, NBCU and others.

Looking at it from all of these angles, content enmthat license to Netflix make more money — nad ia the future — than content owners
who don't license to Netflix. A few media executivare still vocal about their fears of negativegldarm impact on MVPD subscriptions
from Netflix, but the evidence continues to pileagmainst their concerns. Our subscribers overwimgiyienjoy both their Netflix anthe
variety of sports, current season TV shows, newdsesitertainment available through MVPDs.

Competition

Over the past 12 months, both Hulu Plus and frdeasbn Amazon Prime have launched. We also thisk Dietworks is likely to launch a
substantial subscription streaming effort underBleekbuster brand. Our competitive strategy retato other streaming services is simply to
grow as fast as we can, so we can afford more ngnteore marketing, and more R&D than our competito

Our biggest competitor over time may be anotherisemwith a similar model to Netflix, such as HlRlus, or it may be free on-demand
Internet video as a part of a consumer’s MVPD pgekaamely TV Everywhere. This free bundling ofiaset of our functionality within a
larger subscription service is a classic way foimaambent to leverage its strength. While TV Ewéngre is not a strong offering today, it is
likely to become much better over the coming yeafe'll continue to push ahead, developing an eettelb user experience to differentiate
Netflix, and exploring exclusive rights, where iakes sense, such as “Mad Men” deal, so that we remain complementariiéPD.

Several studios have begun allowing MVPDs to odf@remium $30 early window pay-per-view optionthoee home. Additionally, some
studios are marketing titles on a PPV basis thrabighApple app store and on Facebook. We don’kttfirs PPV activity will have a material
impact to Netflix growth. PPV is
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a good way for content owners to maximize proféafobe a title is released for subscription. In PB¥, brand is the individual piece of
content, a very different model from the subscoiptbusiness.

DVD was a Booster Rocket, but is not a Differentiair

We believe that DVD will be a fading differentiatgiven the explosive growth of streaming, and thatrder to prosper in streaming we must
concentrate on having the best possible streaneingce. As a result, we are beginning to treat tisearately in many ways. Already, if you
look at our signup page for non-members, it imbbut streaming. Having said this, DVD rental i6 atgreat business for us, and we are
working on solutions to make sure DVD continuebeaa profitable business for us in the years ahaadt is not core to winning in
streaming at this point.

International

Our growth in Canada was strong and consistenutfirout Q1. Less than seven months from launch,ndedthe quarter with just over
800,000 subscribers. We are still learning the@®algy curve and nuances specific to Canada, hewewnd we slightly over-forecast the
quarter.

During the quarter, we made great progress in &sing the quality and volume of content availableur Canadian subscribers. At the en
Q1 we began an output deal with Paramount, in whikaf its movies will be available on Netflix saming just a few months after DVD
release. In addition we licensed several populasg&hies from Sony, including “Breaking In”, and “M&aove”, and from Fox, including
“Prison Break”, “Firefly”, “Arrested Developmentgnd “Saving Grace”. In Q2, we will continue to iaase our content spending in Canada
and begin to incur some small expenses for oumskitdernational market, both of which are refléldi® our guidance for international
operating loss. Then, after achieving profitabilityQ3 in Canada, we will stay at approximatelyaieven in Canada for a few quarters in
order to further strengthen the availability of atneaming content there.

We shared in our letter last quarter that if eaelults in our second international market confutraar belief that we can reach positive
operating income within eight quarters of launck,would launch successive international markets alsfe stated we expected to report
approximately $50 million in operating losses faternational in the second half of the year duthédaunch of our second international
market. We now anticipate $50 to $70 million in @ging losses in the second half, which we are cotable with given the size of the
opportunity. We've also decided to make some eaofhitent commitments for a third international maigen our high probability of
success in our second international market. Thesginternational market commitments won’t matkyiaffect our P&L until next year, and
we intend to launch the third international marketarly 2012.

Data caps

Below is a recent screen shot of Google’s home paganada. You can see that Rogers, a leadingh8MVPD in Canada, intercepted the
Google page, and inserted the Rogers’ data capingasareen at its top. It stands to reason thaa@ian consumers subjected to such data
caps — and outrageously
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high overage charges of $1 or more per gigabytdl-have a less positive view of Internet use antine video in particular.

L le e Google:

) ROGERS

An Irrporiant message asoEt your Rogers H-Saesd [rtornet Sorvice

Cyr et phow your hoywshotd hay resched TP of e 88 GR monfdy Jiage sipwance prowided wiln yaur Bogen i

Speed FMeme! Extirm o T ok yor RSQH BN SSErn more v
L BT

Wou will recaive arcther nodicuion whes you rssch 100% of sour monthiy usage slipwance
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Tigng 'will COMDPLD T neCEwE okl CNTAE WO FONN TS oF wour MOy LS REOWRE 1 TR i will Po KONQET FECErYE B MRLACHLIOP Wi WL PRRCT 75%: o wour ronthiy Lskge
tdury H Sl
Web [msinm bl e Yahey Qoowd omew v it | um i
g Canada
[ ] Motueond Bawsn
( Congue search | [ fm faeiing Locky ) -

Search @ the wab () pages from Canads

Gl e offered ir. Emei

In response to these excessive $1+ per gigabyseviegve recently changed the default setting fan&lian Netflix members to an encoding
that consumes only 9 gigabytes for 30 hours of iigwersus 30 -70 gigabytes for 30 hours of viewinder our standard encoding. The
video quality is slightly lower but still very enjable.

As a side note, data caps are actually a very wagrto manage demand and limit Internet congesfdirof the costs of supplying residential
broadband are for supporting the peak loads, tiipi€anday nights for residential customers. Bardtiviconsumed off-peak is completely
free; it literally has no marginal costs. If ISRalty wanted to limit their costs and congestitieytwould limit speeds at peak times. But if
their goal is instead to increase revenue, therimgatonsumers pay $1 or more per gigabyte is anliext strategy.

When we state the marginal costs of residentia¢dvgigabyte are below one penny, but are not tleabjs because we are making the
appropriate costing assumption that some of arageegigabyte is transferred at costly peak times.

Canadian consumers have been outspoken agairestdbssive charges they face, and hopefully Cana8ias will listen to them by raising
the caps or abandoning them altogether.
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The initial response from our Canadian consumeaitanove to go to 9 gigabytes for 30 hours of weghas been positive, because it se
to relieve most of the fears of overage chargas fitweir ISP. If the ISPs eventually abandon thesceyg’ll be able to provide the same peace
of mind as well as the best possible video quatit€anadians.

In the U.S., AT&T recently imposed caps of 250 digtes on Uverse fiber Internet subscribers, and 150 gigabyte®SL subscribers, with
charge of approximately 20c per gigabyte over thiosiéss. We'll study how this affects consumer tatties about Internet video, and take
appropriate steps if needed. Comcast has had gabyes caps for years without overage chargeshatdhasrt been a problem for Comc:
customers or for us.

FCF & Cash & Buyback

Free cash flow of $79.3 million increased sharpiyaoY/Y (108%) and Q/Q (55%) basis. The sequemt@kase was driven by higher net
income, higher non-cash stock compensation expeosaterest payment in the quarter, and lower tasbs, partially offset by a smaller
increase in deferred revenue. To help keep our ft@ststrong going forward, we will continue to isson close matching of cash and
expense for our streaming content deals, but darriational investments will slightly moderate énge cash flow in the second half of the
year.

Net Income and Free Cash Flow
(in millions)

$79

Ql09 Q209 Q309 Q409 Q110 0210 Q310 Q410 Q111

e Netincome =——FCF

Our strategy over recent years has been to uses®geash to buy back stock. We took a break fromitth@4 2010 to reassess our cash needs
and overall buyback strategy, but returned to bgiyiack stock in Q1. The objective of our buybaasgoam is simply to return money to our
shareholders, similar to a dividend; consequentéyare neither price sensitive nor market timergh\tfis objective, we used $108.6 million
in Q1 to repurchase 502,000 shares at an averagbasis of $216.48. Since it was

NETELLK
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bought throughout the quarter, it was just undé€),@00 shares on a weighted average basis for #mtegtend fully diluted count. We plan to
continue buying back stock, subject as always torggoing analysis of appropriate levels of cash.

We ended the quarter with $343 million in cashhoeguivalents and short-term investments.

Business Outlook

Guidance
Domestic Q2 2011
Subscribers 24.0m to 24.8mr
Revenue $762m to $778n
Operating Income $100m to $116m
International Q2 2011:
Subscribers 900k to 1,050k
Revenue $16m to $20m
Operating Loss -$14m to-$10m
Global Q2 2011
Net Income $50m to $62m
EPS $0.93 to $1.15

Other Guidance:
- Domestic operating margin of approximately 14%

- Our Canadian operations to have a positive operatg margin in Q3
- International operating losses of approximately $0 - 70m in 2H 2011

In conclusion, we feel great about the growth wejeeerated, and are very aware that our succesfast-growing market makes us an even
bigger competitive target. We're working hard taysahead.

Sincerely,

’7“/* V7 (7 s\l

M _(_,._..r B 4,.{..,-,-1-{ S IO T

Reed Hastings, CE David Wells, CFC

9



Metrics Evolution

As mentioned within the January letter to sharetaddin 2012 we will cease providing gross subseréalditions, subscriber acquisition cc
and churn. For 2011, we’ll continue to report oarthfor our domestic business. Net additions, aleitig revenue and operating income, are
our core performance measurements.

Conference Call Q&A Session

Netflix management will host a webcast Q&A sessibB:00 p.m. Pacific Time today to answer questainsut the Compar's financial
results and business outlook. Please email yowstigus 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§#é ®@ession can be accessed at ir.netflix.com

IR Contact: PR Contact:

Ellie Mertz Steve Swase

VP, Finance & Investor Relatiol VP, Corporate Communicatiol
408 54(-3977 408 54(-3947

Use of Non-GAAP Measures

This shareholder letter and its attachments inctefeErence to the non-GAAP financial measure of frash flow. Management believes that
free cash flow is an important liquidity metric laese it measures, during a given period, the amafurgsh generated that is available to
repay debt obligations, make investments, repuchtixck and for certain other activities. Howeteis non-GAAP measure should be
considered in addition to, not as a substituteofauperior to, net income and net cash providedp®yating activities, or other financial
measures prepared in accordance with GAAP. Redatioil to the GAAP equivalent of this non-GAAP measis contained in tabular form
on the attached unaudited financial statements.
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Forward-Looking Statements

This shareholder letter contains certain forwaigking statements within the meaning of the fedseaurities laws, including statements
regarding subscriber growth; average subscripti@epDVD usage and shipments; streaming contegnigpoperating margins; content
acquisition strategy; cord-cutting/mending; comiiati; the fading differentiation of DVD; internatial expansion, including the timing of
breakeven in Canada and content spend for additiwadkets; cash flow and payment terms; our stegkirchase program; our subscriber
growth, revenue, and operating income (loss) fdh lbomestic and international operations as wefleisncome and earnings per share for
the second quarter of 2011 . The forward-lookirageshents in this letter are subject to risks anzkrtainties that could cause actual results
and events to differ, including, without limitatioour ability to attract new subscribers and retadisting subscribers; our ability to compete
effectively; the continued availability of contesti terms and conditions acceptable to us; maintsnand expansion of device platforms for
instant streaming; fluctuations in consumer usdgminservice; disruption in service on our websitevith third-party computer systems that
help us operate our service; competition and widesgpconsumer adoption of different modes of vigwimthome filmed entertainment. A
detailed discussion of these and other risks agdnainties that could cause actual results andtsve differ materially from such forward-
looking statements is included in our filings witie Securities and Exchange Commission, includingimnual Report on Form 10-K filed
with the Securities and Exchange Commission onlalrl8, 2011. We undertake no obligation to upftat®ard-looking statements to
reflect events or circumstances occurring afterdde of this press release.
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Netflix, Inc.

Consolidated Statements of Operations

(unaudited)

(in thousands, except per share data)

Revenue:!
Cost of revenues
Subscriptior
Fulfillment expense
Total cost of revenue

Gross profit
Operating expense
Technology and developme
Marketing
General and administrative
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 outstani

Basic
Diluted

* Includes gain on disposal of DVLC

Three Months Ended

March 31

December 31

March 31

2011 2010 2010
$71855. $ 59502 $493,66'
376,99; 336,75  259,56(
61,15¢ 54,03« 47 ,60:
438,15 390,79(  307,16:
280,40: 205,13.  186,50:
50,90¢ 45,95¢ 37,39¢
104,25¢ 62,84¢ 75,21¢
22,99¢ 17,87: 15,54(
178,16: 126,67¢ 128,15
102,24( 78,45: 58,34t
(4,865) (4,837) (4,95¢)
86E 93¢ 977
98,24( 74,55¢ 54,35¢
38,007 27,461 22,08¢
$ 60,23 $ 47,090 $ 32,27
$ 114 $ 09C $ 0.61
$ 111 $ 087 $ 0.5¢
52,75¢ 52,58t 52,91
54,24¢ 54,19t 54,77
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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 asse
Total current asse
Content library, ne
Property and equipment, r
Deferred tax asse
Other noi-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 jpor
Other nor-current liabilities
Total liabilities
Stockholder equity:

Common stock, $0.001 par value; 160,000,000 steartmrized at March 31, 2011 and December 31,
2010; 52,519,159 and 52,781,949 issued and outagaat March 31, 2011 and December 31, 2010,
respectively

Additional paic-in capital

Accumulated other comprehensive income,

Retained earning

Total stockholder equity
NETELTX

Total liabilities and stockholde’ equity

As of
December 31
March 31,

2011 2010
$ 150,41¢ $ 194,49¢
192,30: 155,88t
265,93: 181,00t
74,59 62,21,
38,35! 47,357
721,60: 640,96’
197,55 180,97«
134,80( 128,57(
22,45; 17,46
13,78( 14,09(
$1,090,18: $ 982,06
$ 301,00¢ $ 222,82
44,12 36,48¢
2,141 2,08:
143,04! 127,18
490,31 388,57¢
200,00( 200,00(
33,56¢ 34,12
90,58 69,20!
814,46t 691,90
52 53
— 51,62:
59C 75C
275,08 237,73¢
275,72. 290,16+
$1,090,18: $ 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 caskigen by operating activitie:

Acquisition of streaming content libra
Amortization of content librar

Depreciation and amortization of property, equiptreerd intangible:

Stocl-based compensation expel
Excess tax benefits from stc-based compensatic
Other nol-cash item:
Deferred taxe
Changes in operating assets and liabilit
Prepaid conter
Other current asse
Accounts payabl
Accrued expense
Deferred revenu
Other nol-current assets and liabilitis
Net cash provided by operating activit
Cash flows from investing activities:
Acquisitions of DVD content librar
Purchases of shi-term investment
Proceeds from sale of sh-term investment
Proceeds from maturities of sk-term investment
Purchases of property and equipm
Other asset
Net cash used in investing activit|

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 provided by (used in) financing activi

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 equipm
Other asset

Non-GAAP free cash flow

Three Months Ended

December 31

March 31, March 31,
2011 2010 2010

$ 60,23 $ 47,09 $ 32,27
(192,30 (174,429 (50,475
112,92 96,01¢ 62,29:
9,82¢ 9,25: 10,85¢
12,26¢ 8,27( 5,50z
(15,654 (27,519 (7,429
(925) (1,319 (3,160)
(4,987) 1,99¢ (2,76))
(12,380) (2,895) (4,967)
9,08 (9,726 54¢
77,96: 61,24 17,34(
22,67( 27,54 13,74¢
15,86: 24,19 12
21,74: 36,97¢ 3,415
116,32¢ 96,71% 77,20¢
(22,119 (32,90¢) (36,907)
(52,266 (34,19)) (35,99¢)
14,961 15,79¢ 30,77(
65C 5,50( 4,01:
(16,320 (14,432 (6,397
1,41¢ 2,05t 3,68
(73,675 (58,187 (40,825
(501) (480) (361)
6,762 15,82: 9,91¢
15,65¢ 27,51 7,42¢
(108,642 — (107,72,
(86,729 42 .85, (90,747
(44,080 81,39: (54,369
194,49¢ 113,10t 134,22:
$150,41¢ $ 194,49¢ $ 79,86:

Three Months Ended
December 31
March 31, March 31,
2011 2010 2010

$ 116,32 $ 96,717 $ 77,20t
(22,119 (32,909 (36,90
(16,320) (14,43)) (6,397)
1,41¢ 2,05k 3,682
$ 79,30: $ 51,43 $ 37,59:
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Netflix, Inc.

Other Data
(unaudited)

(in thousands, except percentages, average maetigyue per paying subscriber and subscriber atiqnisost)

Domestic 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 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 revenu
Technology and developme
Marketing
General and administrati\
Total operating expens
Consolidated yea-to-year change:
Total revenue
Cost of subscriptiol
Fulfillment expense
Technology and developme
Marketing
General and administratiy
Total operating expens

As of / Three Months Ended

March 31, December 31 March 31,
2011 2010 2010
19,50: 16,80( 12,26¢
6,29¢ 5,132 3,492
80.4% 83.1% 44.7%
22.1% 29.4% 24.€%
(3,009) (2,43)) (1,799
22,79, 19,50: 13,967
63.2% 59.(% 35.5%
16.€% 16.1% 13.€%
1,392 1,56¢ 34t
6.1% 8.C% 2.5%
21,40 17,93t 13,62:
57.1% 50.8% 34.7%
19.2% 13.1% 14.5%
$ 11.9i $ 11.6¢ $ 12.9C
3.€% 3.7% 3.8%
$ 14.3¢ $ 10.87 $ 21.5¢
Three Months Ended
March 31, December 31 March 31,
2011 2010 2010
39.(% 34.2% 37.8%
14.2% 13.2% 11.8%
8.4% 7.9% 6.5%
7.1% 7.7% 7.€%
14.5% 10.5% 15.2%
3.2% 3.C% 3.2%
24.8% 21.2% 26.(%
45.€% 34.1% 25.2%
45.2% 45.4% 19.4%
28.5% 23.1% 13.€%
36.1% 38.4% 54.5%
38.6% (11.1%) 20.6%
48.(% 51.7% 30.4%
39.(% 9.5% 30.2%
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Netflix, Inc.

Segment Information
(unaudited)
(in thousands)

Domestic
Total subscribers at end of peri
Revenue
Cost of revenues and operating expel
Segment operating incon

International
Total subscribers at end of peri
Revenue
Cost of revenues and operating expel
Segment operating income (lo:

Consolidated
Total subscribers at end of peri
Revenue
Cost of revenues and operating expel
Operating incom:
Other income (expens
Provision for income taxe
Net Income

As of / Three Months Ended

December 31

March 31, March 31,
2011 2010 2010
22,79 19,50! 13,96

$706,27- $ 592,30! $493,66!

593,29: 504,42¢ 435,32(

$112,98: $ 87,87 $ 58,34:

80:¢ 50¢ —

$ 12,27¢ $ 3,617 $ —
23,021 13,04 —
$(10,74) $ (9429 $ —
23,60( 20,01¢( 13,96
$718,55: $ 595,92. $493,66!

616,31: 517,46¢ 435,32(

102,24( 78,45 58,34t
(4,000 (3,899 (3,987)
38,001 27,46¢ 22,08¢

$ 60,23: $ 47,09t $ 32,27
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