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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2009

OR
O T RANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission File Number: 000-49802
Netflix, Inc.
(Exact name of Registrant as specified in its chagt)
Delaware 77-0467272
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification Number)

100 Winchester Circle, Los Gatos, California 95032

(Address and zip code of principal executive offic®

(408) 540-3700
(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant @b filed all reports required to be filed by Sewti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordiach shorter period that the registrant was requdile such reports) and (2) has been
subject to such filing requirements for the pastié@s. YES NO O

Indicate by check mark whether the registrant lidisnitted electronically and posted on its corpokiieb site, if any, every Interactive
Data File required to be submitted and posted pumsto Rule 405 of Regulation S-T (8232.405 of tiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YEb No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See definitions of “large accelerated fifaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer O
Non-accelerated filer 0 (do not check if a smaller reporting compa Smaller reporting company [

Indicate by check mark whether the registrantsbell company (as defined by Rule 12b-2 of the Brge Act). YesO No
As of April 30, 2009, there were 57,697,841 sharfebe registrant’'s common stock, par value $0.@Qdstanding.
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PART I|. FINANCIAL INFORMATION
Item1l. Condensed Consolidated Financial Statements

Index to Condensed Consolidated Financial Statemest

Condensed Consolidated Statements of Operatioriedorhree Months Ended March 31, 2009 and -
Condensed Consolidated Balance Sheets as of Mar&089 and December 31, 2C
CondenseConsolidated Statements of Cash Flows for the Thieeths Ended March 31, 2009 and 2(

Notes to Condensed Consolidated Financial Stater
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Condensed Consolidated Statements of Operations
(unaudited)
(in thousands, except per share data)

Revenue:
Cost of revenues
Subscriptior
Fulfillment expenses
Total cost of revenue
Gross profil
Operating expense
Technology and developmen
Marketing *
General and administrative
Gain on disposal of DVD
Total operating expens
Operating incomi
Other income (expense
Interest expense on lease financing obligat
Interest and other income (expen

Income before income tax
Provision for income taxe

Net income

Net income per shar
Basic

Diluted

Weighted average common shares outstan
Basic

Diluted

* Stock-based compensation included in expense line iterr

Fulfillment expense
Technology and developme
Marketing

General and administrati\

See accompanying notes to the condensed consadlifliaéecial statements.

Three Months Ended

March 31, March 31,
2009 2008
$394,09¢ $326,18:
215,29¢ 187,15¢

43,96¢ 35,64¢
259,26¢ 222,80¢
134,83( 103,37¢
24,20( 20,26
62,24 54,89¢
13,01« 13,73¢
(1,097) (8379
98,35¢ 88,06¢
36,47 15,31(
(67C) (423)
1,61(C 7,66(
37,411 22,54
15,04¢ 9,20

$ 22,36 $ 13,34«
$ 03 $ 0.21
$ 037 $ 0.21
58,73¢ 62,77¢
60,70¢ 64,84(
$ 12C % 10€
1,071 99¢€
448 50¢
1,49¢ 1,51¢



Table of Contents

Assets
Current assett
Cash and cash equivalel
Shor-term investment
Prepaid expenst
Prepaid revenue sharing expen
Current content library, n
Deferred tax asse
Other current asse
Total current asse
Content library, ne
Property and equipment, r
Deferred tax asse
Other asset
Total asset

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payabl

Accrued expense

Netflix, Inc.

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

Current portion of lease financing obligatic

Deferred revenu
Total current liabilities

Lease financing obligations, excluding current joor

Other liabilities

Total liabilities
Commitments and contingenci
Stockholder’ equity:

Common stock, $0.001 par value; 160,000,000 startrized at March 31, 2009 and December 31,
2008; 58,495,014 and 58,862,478 issued and ouiataattMarch 31, 2009 and December 31, 2008,

respectively
Additional paic-in capital

Treasury stock at cost (4,667,627 and 3,491,08reshat March 31, 2009 and December 31, 2

respectively’

Accumulated other comprehensive (loss) inc¢

Retained earning
Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying notes to the condensed consadlifliaéecial statements.
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As of
December 31
March 31,

2009 2008
$ 115,13: $ 139,88:
171,35¢ 157,39(
8,21( 8,122
13,957 18,417
33,29¢ 18,69!
5,54z 5,617
17,38: 13,32¢
364,88( 361,44°
105,36: 98,54
123,81 124,94¢
23,101 22,40¢
11,51 10,59¢
$ 628,67¢ $ 617,94¢
$112,76° $ 100,34
32,10¢ 31,39¢
1,21¢ 1,152
80,62 83,12}
226,71 216,01°
37,65¢ 37,98¢
17,997 16,78¢
282,36t 270,79:
63 62
358,62( 338,57°
(142,739 (100,02
(447) 84
130,81! 108,45:
346,31: 347,15!
$ 628,67¢ $ 617,94¢
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Netflix, Inc.

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

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:!
Depreciation and amortization of property, equiptreamd intangible:
Amortization of content librar
Amortization of discounts and premiums on investa
Stocl-based compensation expel
Excess tax benefits from st-based compensatic
Loss on disposal of property and equiprr
Gain on sale of shc-term investment
Gain on disposal of DVD
Deferred taxe
Changes in operating assets and liabilil
Prepaid expenses and other current a:
Content library
Accounts payabl
Accrued expense
Deferred revenu
Other assets and liabiliti
Net cash provided by operating activit
Cash flows from investing activities:
Purchases of shi-term investment
Proceeds from sale of sh-term investment
Proceeds from maturities of st-term investment
Purchases of property and equipm
Acquisition of intangible assi
Acquisitions of content librar
Proceeds from sale of DVL
Investment in busines
Other asset
Net cash (used in) provided by investing activi
Cash flows from financing activities:
Principal payments of lease financing obligati
Proceeds from issuance of common si
Excess tax benefits from st-based compensatic
Repurchases of common stc
Net cash used in financing activiti
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

See accompanying notes to the condensed consadlifiaéacial statements.
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Three Months Ended

March 31, March 31,
2009 2008
$ 22,360 $ 13,34«
9,17¢ 6,58¢
49,30¢ 57,57(
194 13¢
3,132 3,13(
(3,689 (820)
144 —
(572) (4,320)
(2,039 (2,592
(623) (85S)
(391) 2,75(
(22,09) (23,419
8,572 8,68(
4,331 7,827
(2,509 (3,290
31€ (66¢)
65,63: 64,06
(52,389 (91,95
36,93: 175,31¢
1,33( —
(6,5729)  (12,43)
(200) —
(46,499 (51,316
2,72¢ 4,507
= (6,000
2 8
(64,668 18,13
(269) (122)
13,58¢ 8,542
3,68¢ 82C
(42,719  (99,88Y
(25,715 (90,64
(24,750 (8,450
139,88: 177,43¢
$115,13. $168,98¢
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Netflix, Inc.
Notes to Condensed Consolidated Financial Statement

1. Basis of Presentation and Summary of SignificarAccounting Policies

The accompanying condensed consolidated interian€ial statements of Netflix, Inc. and its whollyreed subsidiary (the “Company”)
have been prepared in conformity with accountiriggiples generally accepted in the United States$%*") and are consistent in all material
respects with those applied in the Company’s AnRegdort on Form 10-K for the year ended DecembgePB@8. The preparation of
condensed consolidated financial statements inoconfy with U.S. generally accepted accounting gipfes requires management to make
estimates and judgments that affect the amountstexpin the condensed consolidated financial statgés and accompanying notes. Examples
include the estimates of useful lives and residaale of the Company’s content library, the valoatdf stock-based compensation and the
recognition and measurement of income tax assettiayilities. The actual results experienced by @ompany may differ from management’
estimates.

The interim financial information is unaudited, beflects all normal recurring adjustments that ar¢he opinion of management,
necessary to fairly present the information sethfberein. The interim financial statements shda@ddead in conjunction with the audited
financial statements and related notes includeétiériCompany’s Annual Report on Form 10-K for tharyended December 31, 2008 filed with
the Securities and Exchange Commission (the “SB@'february 25, 2009. Interim results are not resrdyg indicative of the results for a full
year.

There have been no material changes in our sigmifiaccounting policies, as compared to the siganifi accounting policies described in
the Company’s Annual Report on Form 10-K for tharyended December 31, 2008.

Recent Accounting Pronouncements

In April 2009, the Financial Accounting StandardsaBd (“FASB”) issued FASB Staff Positions (“FSP"pN-AS 157-4Determining
Fair Value When the Volume and Level of Activity for the Asset or Liability has Sgnificantly Decreased and Identifying Transactions That Are
Not Orderly , No. FAS 115-2 and FAS 124-Recognition and Presentation of Other-Than-Temporary Impairments and No. FAS 107-1 and
APB 28-1,Interim Disclosures about Fair Value of Financial Instruments. FSP FAS 157-4 provides additional guidance ftineging fair
value in accordance with SFAS No. 153jr Value Measurements, when the volume and level of activity for theetss liability have
significantly decreased. FSP No. FAS 115-2 and E2&2 modifies the requirements for recognizingeottman-temporary impairments of
debt securities, changes the existing impairmertdehfor those securities, and modifies the presiemand frequency of related disclosures.
FSP No. FAS 107-1 and APB 28-1amends FAS No. D@5t]osures about Fair Value of Financial Instruments, to require disclosures about
fair value of financial instruments for interim @ting periods of publicly traded companies as wslin annual financial statements. This FSP
also amends APB Opinion No. 28terim Financial Reporting, to require those disclosures in summarized findigiarmation at interim
reporting periods. These FSP’s are effective fterim periods ending after June 15, 2009, withyeadloption permitted for periods ending
after March 15, 2009. The Company does not execatioption of this standard to have a materialkcefin its financial position or results of
operations.
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2. Net Income Per Share

Basic net income per share is computed using thghtezl-average number of outstanding shares of aamstock during the period.
Diluted net income per share is computed usingwhighted-average number of outstanding sharesrofraan stock and, when dilutive,
potential common shares outstanding during theodeRotential common shares consist primarily ofémental shares issuable upon the
assumed exercise of stock options and shares tlyrpemchasable pursuant to the Company’s empleyeek purchase plan using the treasury
stock method. The computation of net income peresisaas follows:

Three months ended
March 31,
2009 2008
(in thousands, excep
per share data)

Basic earnings per shai

Net income $22,36% $13,34¢
Shares used in computatic
Weighte-average common shares outstanc 58,73¢  62,77¢
Basic earnings per she $ 03t $ 0.21
Diluted earnings per shat
Net income $22,36% $13,34¢
Shares used in computatic
Weighte-average common shares outstanc 58,73¢  62,77¢
Employee stock options and employee stock purcplaseshare 1,97¢ 2,06¢
Weighte-average number of shat 60,70¢  64,84(
Diluted earnings per sha $ 037 $ 0.21

Employee stock options with exercise prices greiitem the average market price of the common skesk excluded from the diluted
calculation as their inclusion would have been-diititive. The following table summarizes the pdiaihcommon shares excluded from the
diluted calculation:

Three months endec
March 31,
2009 2008
(in thousands)

Employee stock optior 85 61€
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3. Short-Term Investments and Fair Value Measuremen
Short-term investments are classified as avail&ditesale securities and are reported at fair valiéllows:
March 31, 2009

Gross Gross
Unrealized Unrealized

Gross
Amortized Estimated
Cost Gains Losses Fair Value
(in thousands)
Corporate debt securitis $6984 $ 66€ $ (738 $ 69,77!
Government and agency securil 86,66¢ 85¢ (42 87,48:
Asset and mortgage backed securi 15,29¢ 11¢ (1,317 14,10:

$171,80¢ $ 1,644 $(2,09) $171,35¢

December 31, 2008
Gross Gross
Unrealized Unrealized

Gross
Amortized Estimated
Cost Gains Losses Fair Value
(in thousands)
Corporate debt securitir $4548. $ 44C $ (727 $ 45,19
Government and agency securi 92,37¢ 1,81z (244) 93,94¢
Asset and mortgage backed securi 19,44¢ 15 (1,212 18,24¢

$157,30¢ $ 2261 $ (2,189  $157,39(

The Company measures certain financial assets ataflae on a recurring basis, including cash eglgints and available-for-sale
securities. In accordance with SFAS No. 157, falue is a market-based measurement that shouldtbenined based on the assumptions that
market participants would use in pricing an assdiability. As a basis for considering such asstions, SFAS No. 157 establishes a three-
level hierarchy which prioritizes the inputs usedrieasuring fair value. The three hierarchy leaeésdefined as follows:

Level 1—Valuations based on unadjusted quoted piitactive markets for identical assets. Thevaiue of available-for-sale securities
included in the Level 1 category is based on quptéks that are readily and regularly availablannactive market. The Level 1 category
includes money market funds of $51.4 million, whégte included in cash and cash equivalents indhdensed consolidated balance sheets.

Level 2—Valuations based on observable inputs (dtien Level 1 prices), such as quoted pricesifoil@ assets at the measurement
date; quoted prices in markets that are not activether inputs that are observable, either diremtindirectly. The fair value of available-for-
sale securities included in the Level 2 categotyaised on the market values obtained from an indkge pricing service that were evaluated
using pricing models that vary by asset class aag imcorporate available trade, bid and other marermation and price quotes from well
established independent pricing vendors and brdkaters. The Level 2 category includes short-tenestments and cash equivalents of
$175.4 million, which are comprised of corporatetdgecurities, government and agency securitiesaaset and mortgage-backed securities.

Level 3—Valuations based on inputs that are unefagde and involve management judgment and the tiegazntity’s own assumptions
about market participants and pricing. The Comgaas/no material Level 3 financial assets measurédravzalue on the condensed
consolidated balance sheets as of March 31, 2009.

The hierarchy level assigned to each securityénGbmpany’s available-for-sale portfolio and caghiealents is based on its assessment
of the transparency and reliability of the inpused in the valuation of such instrument at the measent date. The Company did not have
material financial liabilities that were covered 8¥AS No. 157 as of March 31, 2009.

9
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4. Balance Sheet Components
Content Library, Net
Content library and accumulated amortization arfobews:

Content library, gros
Less: Accumulated amortizatic

Less: Current content library, r
Content library, ne

Property and Equipment, Net

Property and equipment and accumulated depreciatoas follows:

Computer equipmet

Other equipmer

Computer software, including inter-use softwart
Furniture and fixture

Building

Leasehold improvemen

Capital worl-in-progress

Property and equipment, grc

Less: Accumulated depreciati

Property and equipment, r

5. Other Comprehensive Income

As of
December 31
March 31,
2009 2008
(in thousands)
$ 660,56¢ $ 637,33t
(521,90¢) (520,099
138,66( 117,23¢
33,29¢ 18,69!
$ 105,36: $ 98,541
As of
December 31
Useful March 31,
Life 2009 2008
(in thousands)

3year $ 47,98 $ 44,59¢
3-5 year: 60,51: 59,06!
1-3 year: 29,97¢ 30,06(
3 year 12,34: 12,30«
30 year 40,68: 40,68!
Over life of leas 34,98¢ 33,12¢
4,96( 3,95¢
231,44 223,78¢
(107,629 (98,83%)
$123,817 $ 124,94

The Company reports comprehensive income or loaséordance with the provisions of SFAS No. 1Rporting Comprehensive
Income, which establishes standards for reporting comprakenncome and its components in the financidestents. Other comprehensive
income consists of unrealized gains and lossevaitaale-for-sale securities, net of tax. The comgrts of comprehensive income are as

follows:

Net income
Other comprehensive incorr

Change in unrealized gain (loss) on avail-for-sale securities, net of ti

Comprehensive incorr

10

Three months endec
March 31,
2009 2008
(in thousands)

$22,36¢  $13,34¢

(531) (1,309
$21,83;  $12,04
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6. Stockholders’ Equity
Sock Repurchases

On January 26, 2009, the Company announced thBbésd of Directors authorized a stock repurchasgnam for 2009. Under this
program, the Company anticipates repurchasing $138@ million during the second through fourth qees of 2009. The timing and actual
number of shares repurchased will depend on vafamisrs including price, corporate and regulat@guirements, alternative investment
opportunities and other market conditions. During three months ended March 31, 2009, under tbigram, the Company repurchased
1,176,543 shares of common stock at an average gfiapproximately $36 per share for an aggregatsuat of approximately $43 million.
Shares repurchased under this program are hetdamity stock and accordingly repurchases wereuated for under the treasury method.

There were no unsettled share repurchases at NBar@2009.

Sock-Based Compensation
A summary of option activity during the three mandnded March 31, 2009 is as follows:

Options Outstanding V}g‘jgggg'
Remaining Aggregate
Shares Weighted- Contractual Intrinsic Value
Available Number of Average Term
for Grant Shares Exercise Price (in Years) (in Thousands
Balances as of December 31, 2( 3,192,51! 5,365,011 $ 18.81
Granted (182,89¢) 182,89¢ 33.3¢
Exercisec — (809,079 16.8(
Cancelec 302 (302) 32.7¢
Balances as of March 31, 20 3,009,922, 4,738,53. 19.7:2 6.43 109,94
Vested and exercisable at March 31, 2 4,738,53. 19.7:2 6.4z 109,94°

The aggregate intrinsic value in the table abopeesents the total pretax intrinsic value (theadéhce between the Company’s closing
stock price on the last trading day of the firsaiger of 2009 and the exercise price, multipliedhs number of in-the-money options) that
would have been received by the option holdersatlamption holders exercised their options on Mas&h2009. This amount changes base
the fair market value of the Compasycommon stock. Total intrinsic value of optiongrised for the three months ended March 31, 260
2008 was $16.4 million and $6.6 million, respedtive

Cash received from option exercises for the threaths ended March 31, 2009 and 2008 was $13.6om#lnd $8.5 million,
respectively.

The following table summarizes the assumptions tsedlue option grants using the lattice-binomiaidel:

Three Months Ended March 31,

2009 2008
Dividend yield 0% 0%
Expected volatility 56% 54%
Risk-free interest rat 2.6(% 3.8€%
Suboptimal exercise fact 1.7:-1.87 1.77-2.04

In the first quarter of 2009, the Company usedkptimal exercise factor of 1.87 for executives a8 for non-executives, which
resulted in a calculated expected life of the apticants of four years for executives and threesyfa non-executives. In the first quarter of
2008, the Company used a suboptimal exercise fat@04 for executives and 1.77 for nerecutives, which resulted in a calculated expe
life of four years for executives and three yearsion-executives.

11
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The weighted-average fair value of employee stqations granted during the three months ended Mai¢l2009 and 2008 was $14.10
and $12.39 per share, respectively.

The following table summarizes stock-based compensaxpense, net of tax, related to stock optiamgpand employee stock purchases
under SFAS No. 123(R) for the three months endertMal, 2009 and 2008 which was allocated as falow

Three Months Ended March 31,

2009 2008
(in thousands)
Fulfillment expenst $ 12C $ 10€
Technology and developme 1,071 99¢
Marketing 443 50¢
General and administrati\ 1,49¢ 1,51¢
Stoclk-based compensation expense before income 3,13 3,13(
Income tax benef (1,259 (1,2779)
Total stocl-based compensation after income te $ 1,87: $ 1,852

7. Income Taxes

The provision is primarily for the U.S. federal astdte taxes offset by the research and developonedits claimed during the year. The
Company'’s effective tax rate differed from the fedetatutory rate primarily due to state tax psiom offset by the research and development
credits claimed. The provision for income taxestha three months ended March 31, 2009 was $158li@miThe effective tax rate for the
three months ended March 31, 2009 and 2008 is 4arit¥#0.8%, respectively. The decrease in theteféetax rates for the three months
ended March 31, 2009 as compared to the samey®@rperiod was primarily attributable to the imipafcstock-based compensation
adjustments.

During the periods presented, the tax benefit feonuncertain tax position may be recognized onityisf more likely than not that the tax
position will be sustained on examination by thertg authorities. The determination is based orté¢lenical merits of the position and
presumes that each uncertain tax position wilb@erened by the relevant taxing authority that hakskinowledge of all relevant information.
Although the Company believes the estimates aoregble, no assurance can be given that the fitebme of these matters will not be
different than what is reflected in the historicadome tax provisions and accruals. The Comparfijestive tax rate includes the impact of tax
contingency reserves and changes to the resenabsding related interest, as considered apprapligtmanagement. The Company classifies
gross interest and penalties and unrecognizedangfits that are not expected to result in paymenéceipt of cash within one year as non-
current liabilities in the condensed consolidatathbce sheet. As of January 1, 2009, the Compash$b@.9 million gross unrecognized tax
benefits. During the three months ended March B092the Company had an increase in gross unrexedjtax benefits of approximately $(
million. The gross uncertain tax positions, if rgn@zed by the Company, will result in a reductidrapproximately $9.0 million to the tax
provision which will favorably impact the Companygffective tax rate. In accordance with FIN No. #& Company recognizes interest and
penalties related to uncertain tax positions imime tax expense.

The Company anticipates settling $0.3 million sfunrecognized tax benefits over the next twelvatim As a result, this amount was
included in the current income taxes payable.

The Company files income tax returns in the U.8efal jurisdiction and various states. The Comgarsubject to U.S. federal or state
income tax examinations by tax authorities for gesfter 1997. Due to the Company’s loss positiortdn purposes in prior years, all tax years
are open to examination in the U.S and state jigtisthis. The Company is also open to examinatiovaimous state jurisdictions for tax years
2000 and forward, none of which are individuallyteral.

8. Commitments and Contingencies

The Company accounts for streaming content in @ecare with SFAS No. 6Financial Reporting by Broadcasters, which requires
classification of streaming content as either aeniror noneurrent asset in the consolidated balance shesésltzm the estimated time of us
after certain criteria have been met including kamlity of the streaming content for its first shimg. The Company has $94.5 million of
commitments at March 31, 2009 related to strearndrgent license agreements that have been exeoutddr which the streaming content
does not meet the asset recognition criteria in SBA.

12
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Litigation

From time to time, in the normal course of its @piens, the Company is a party to litigation matt@nd claims, including claims relating
to employee relations and business practices.dtitig can be expensive and disruptive to normahless operations. Moreover, the results of
complex legal proceedings are difficult to predintl we cannot reasonably estimate the likelihogabtential dollar amount of any adverse
results. The Company expenses legal fees as incuristed below are material legal proceedings hictv the Company is a party. An
unfavorable outcome of any of these matters coalet la material adverse effect on the Company’siig position, liquidity or results of
operations.

On April 1, 2009, Jay Nunez, individually and orhb¥ of others similarly situated in Californialefil a purported class action lawsuit
against the Company in California Superior Coudufty of Orange. The complaint asserts claims tdwful, unfair and deceptive business
practices and violation of the California Consurbegal Remedies Act relating to certain of the Comymmarketing statements. The
complaint seeks restitution, injunction and othedief. The Company has not responded to the comtplai

In January and February 2009, a number of purpanéietrust class action suits were filed agaihst€ompany. Wal-Mart Stores, Inc.
and Walmart.com USA LLC (collectively, Wal-Mart) veealso named as defendants in these suits. Mdlseauits were filed in the United
States District Court for the Northern District@#lifornia and other federal district courts arotinel country. A number of suits were filed in
the Superior Court of the State of California, &abtara County. The plaintiffs, who are currenfamer Netflix customers, generally allege
that Netflix and Wal-Mart entered into an agreenterdivide the markets for sales and online rerd@BVDs in the United States, which
resulted in higher Netflix subscription prices. Tdwnplaints, which assert violation of federal amdtate antitrust laws, seek injunctive relief,
costs (including attorneys’ fees) and damages iarapecified amount. On January 16, 2009, plainfifim one of the Northern District of
California actions filed a motion before the Judidanel on Multidistrict Litigation to have allszs that have been filed in federal court
coordinated or consolidated for pre-trial purpasethe Northern District of California. On April 12009, the Judicial Panel on Multidistrict
Litigation ordered all cases pending in federalrttnansferred to the Northern District of Calif@ano be consolidated or coordinated for pre-
trial purposes. The Company has not respondecetodmplaints.

On December 26, 2008, Quito Enterprises, LLC fdetbmplaint for patent infringement against the @any in the United States Disti
Court for the Southern District of Florida, capgaiQuito Enterprises, LLC v. Netflix, Inc., et. al, Civil Action No. 1:08-cv-23543-AJ. The
complaint alleges that the Company infringed U&eRt No. 5,890,152 entitled “Personal FeedbackvBeo for Obtaining Media Filegssuec
on March 30, 1999. The complaint seeks unspecifdages, interest, and seeks to permanently ehiG@ompany from infringing the pate
in the future.

On October 24, 2008, Media Queue, LLC filed a caimlfor patent infringement against the CompanthaaUnited States District
Court for the Eastern District of Oklahoma, captidiViedia Queue, LLC v. Netflix, Inc., et. al , Civil Action No. CIV 08-402-KEW. The
complaint alleges that the Company infringed U.&eRt No. 7,389,243 entitled “Notification Systemdavethod for Media Queue” issued on
June 17, 2008. The complaint seeks unspecified easgiory and enhanced damages, interest and fekseaks to permanently enjoin the
Company from infringing the patent in the futuren Bebruary 24, 2009, the case was transferrecetdlthithern District of California.

On August 27, 2007, plaintiff/relator Norman Badtasn behalf of the United States, filed suit agathe Company in the United States
District Court for the Northern District of Georgalleging claims under the False Claims Act, 3%.0. § 3729 et seq. (the “Act”). The
complaint was filed under seal, pursuant to the facprovide the United States an opportunity terivene and conduct the action on its own.
On June 26, 2008, the United States declined émviate in the litigation and the complaint was oedeunsealed on July 11, 2008. The
complaint alleges that the Company falsely ceditteat its DVD mailers qualified as machinable urithe mailing standards of the United
States Postal Service, thereby avoiding $260 miiliosurcharges for nonmachinable mail. The compkéeks monetary relief in amount th
times the damages suffered by the United State$ peinalties of between $5,500 and $11,000 foheaalation of the Act, a monetary award
for the relator pursuant to the Act, injunctiveigélnd costs. On February 2, 2009, the Compagayg fil motion to dismiss the complaint. On
April 9, 2009, the parties stipulated to dismiss &ction against Netflix with prejudice as to Relaaind without prejudice as to the United
States of America after Relator decided to no lopgesue the Action. On April 10, 2009, the Courtezed an Order dismissing the case
pursuant to the stipulation.

On December 28, 2007, Parallel Networks, LLC filedomplaint for patent infringement against the @any in the United States
District Court for the Eastern District of TexaaptionedParallel Networks, LLC v. Netflix, Inc., et. al , Civil Action No 2:07-cv-562-LED. The
complaint alleges that the Company infringed U.&eRt Nos. 5,894,554 and 6,415,335 B1 entitled t&8gd-or Managing Dynamic Web Page
Generation Requests by Intercepting Request atSéeler and Routing to Page Server Thereby ReledgetyServer to Process Other
Requests” and “System and Method for Managing Dyoaiteb Page Generation Requests”, issued on ABril299 and July 2, 2002,
respectively. The complaint seeks unspecified carsg®ry and enhanced damages, interest and fekseaks to permanently enjoin the
Company from infringing the patent in the future.
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On January 3, 2007, Lycos, Inc. filed a complaimtdatent infringement against the Company, TiVia, nd Blockbuster, Inc. in the
United States District Court for the Eastern Dgtdf Virginia. The complaint alleges that the Camp infringed U.S. Patents Nos. 5,867,799
and 5,983,214, entitled “Information System andMédetfor Filtering a Massive Flow of Information Eigs to Meet User Information
Classification Needs” and “System and Method Emiplgyndividual User Content-Based Data and Usetabokation Feedback Data to
Evaluate the Content of an Information Entity ibaage Information Communication Network”, respeetiv The complaint seeks unspecified
compensatory and enhanced damages, interest andrfdeseeks to permanently enjoin the defendamts ififringing the patents in the future.
On August 6, 2007, the case was transferred tDibteict of Massachusetts. On June 27, 2008, TiWo, was dismissed from the litigation
pursuant to a stipulation with the plaintiff. On\Wnber 21, 2008, the Company filed a motion for sary judgment of non-infringement
based on limited issues. The motion is scheduldxtheard on June 15, 2009.

Indemnifications

In the ordinary course of business, the Compangremto contractual arrangements under whichdtdgaeed to provide indemnification
of varying scope and terms to business partnerotoat parties with respect to certain matterduitiag, but not limited to, losses arising out
of the Company’s breach of such agreements andfontellectual property infringement claims madetbird parties. In these circumstances,
payment may be conditional on the other party ngkirclaim pursuant to the procedures specifietiérprticular contract. Further, the
Company’s obligations under these agreements méiynited in terms of time and/or amount, and, imgoinstances, the Company may have
recourse against third parties for certain paymentaddition, the Company has entered into indéigation agreements with its directors and
certain of its officers that will require it, amoother things, to indemnify them against certaatilities that may arise by reason of their status
or service as directors or officers. The termsuahsobligations vary.

It is not possible to make a reasonable estimatkeofnaximum potential amount of future paymentdeurthese or similar agreements
due to the conditional nature of the Company’sg#dilons and the unique facts and circumstancedvieddon each particular agreement. No
amount has been accrued in the accompanying coadenssolidated financial statements with respetitése indemnification obligations.

Item2. Management’s Discussion and Analysis of FinaraliCondition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains certaiward-looking statements within the meaninghef federal securities laws. These
forward-looking statements include, but are noitkaeh to: statements regarding the breadth of comtesices available to us, our competitive
advantage, the continued popularity of the DVD fatnexpectations on the growth of Internet delivafrgontent, and our liquidity. These
forward-looking statements are subject to risks ameertainties that could cause actual resultseaedts to differ. Factors that might cause or
contribute to such differences include, but arelingited to, those discussed in the Annual ReparForm 10-K for the year ended
December 31, 2008 filed with the Securities andiaxnge Commission on February 25, 2009 and the @harterly Reports on Form 10-Q to
be filed by us in 2009.

We assume no obligation to revise or publicly reéeany revision to any forwatdeking statements contained in this Quarterly Repo
Form 10-Q.

Overview
Our Business

With more than 10 million subscribers, we are tirgést online movie rental subscription servicthenUnited States. We offer a variety
of subscription plans, with no due dates, no lagsf no shipping fees and no pay-per-view feespiiade subscribers access to over 100,000
DVD and Blu-ray titles plus more than 12,000 stregntontent choices. Subscribers select titlesiat/deb site aided by our proprietary
recommendation service and merchandising toolss@ilders can:

» Receive DVDs by U.S. mail and return them to uheir convenience using our prepaid mailers. Adt&VD has been returned,
mail the next available DVD in a subscri's queue

*  Watch streaming content without commercial intetiarpon personal computer‘PC¢”), Intel-based Macintosh compute
(“Macs”) and televisions (“TVs"). The viewing expence is enabled by Netflix controlled softwarettt@n run on a variety of
devices. These devices include PCs, Macs, Inteoretected Blu-ray players, such as those manufatthy LG Electronics and
Samsung, set-top boxes, such as TiVo and the RiaieR? game consoles, such as Microsoft's Xbox 38@d, planned for later this
year, TVs from Vizio and LG Electronic

Our core strategy is to grow a large subscriptiositiess consisting of DVD by mail and streamingtenn We offer over 100,000 titles
on DVD. In comparison, the 12,000 content choicaslable for streaming are relatively limited. Wigpect to substantially broaden the con
choices as more content becomes available to ud.dunh time, by bundling DVD and streaming astéirthe Netflix subscription, we are
able to offer subscribers a uniquely comprehensélection of movies
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for one low monthly price. We believe this createsompetitive advantage as compared to a streammiiygsubscription service. This advant
will diminish over time as more content becomeslabe over the Internet from competing servicgswhich time we expect to have further
developed our other advantages such as brandbdigin, and our proprietary merchandising platfobespite the growing popularity of
Internet delivered content, we expect that standafihition DVD, along with its high definition saessor, Blu-ray (collectively referred to in
this Quarterly Report as “DVD”), will continue teelthe primary means by which most Netflix subsegbgew content for the foreseeable
future. However, at some point in the future, wpest that Internet delivery of content directlythhe home will surpass DVD.

Key Business Metrics

Management periodically reviews certain key busnmastrics within the context of our articulatedfpenance goals in order to evaluate
the effectiveness of our operational strategidscate resources and maximize the financial peréoree of our business. The key business
metrics include the following:

e Churn: Churn is a monthly measure defined as customeretiations in the quarter divided by the sum of begig subscribers at
gross subscriber additions, then divided by threatits. Management reviews this metric to evaludtetier we are retaining our
existing subscribers in accordance with our busimpésns

» SQubscriber Acquisition Cost: Subscriber acquisition cost is defined as totalket@mg expense divided by total gross subscriber
additions. Management reviews this metric to evallw effective our marketing programs are in &ing new subscribers on an
economical basis in the context of estimated sitisclifetime value

* GrossMargin: Management reviews gross margin to monitor variabkts and operating efficienc

Management believes it is useful to monitor theséries together and not individually as managerdeet not make business decisions
based upon any single metric. Please see “Reduliperations” below for further discussion on thkeg business metrics.

Performance Highlights
The following represents our performance highligbtsthe three months ended March 31, 2009, Decethe?008 and March 31, 20(

Three Months Ended
December 31
March 31, March 31,
2009 2008 2008
(in thousands , except per share data,
percentages and subscriber acquisition cost)

Revenue! $394,09¢ $ 359,59! $326,18:
Net income 22,36: 22,73. 13,34«
Net income per she—diluted $ 0.37 $ 0.3¢ $ 0.21
Total subscribers at end of peri 10,31( 9,39( 8,24:
Churn 4.2% 4.2% 3.S%
Subscriber acquisition co $ 25.7¢ $ 26.67 $ 29.4¢
Gross margit 34.2% 35.2% 31.7%

Critical Accounting Policies and Estimates

There have been no significant changes duringhteetmonths ended March 31, 2009 to the itemsatbatisclosed as our critical
accounting policies and estimates in Managemerigsudsion and Analysis of Financial Condition aresits of Operations in our Annual
Report on Form 10-K for the year ended DecembePGQ8.

Results of Operations

The following table sets forth, for the periodsgeeted, the line items in our condensed consolidstegements of operations as a
percentage of total revenues. The information d¢oathin the table below should be read in conjumctiith the condensed consolidated
financial statements, notes to the condensed ddasedl financial statements and Management’s D&onsand Analysis of Financial
Condition and Results of Operations included is tBuarterly Report on Form 10-Q.

15



Table of Contents

Revenue:
Cost of revenues
Subscriptior
Fulfillment expense
Total cost of revenue
Gross profil
Operating expense
Technology and developme
Marketing
General and administrati\
Gain on disposal of DVD
Total operating expens
Operating incomi
Other income (expense
Interest expense on lease financing obligat
Interest and other income (expen
Income before income tax
Provision for income taxe
Net income

Revenues

Revenue:!

Other data

Average number of paying subscrib
Average monthly revenue per paying subscr

Three Months Ended

March 31, December 31 March 31,
2009 2008 2008
100.(% 100.(% 100.(%

54.¢% 53.€% 57.8%
11.2% 10.9% 10.9%
65.£% 64.£% 68.5%
34.2% 35.2% 31.7%
6.1% 6.7% 6.2%
15.8% 15.5% 16.8%
3.2% 3.C% 4.2%
0.2)% (0.5% (0.29%
25.(% 24.1% 27.(%
9.2% 10.5% 4.71%
(0.2)% (0.2)% (0.1)%
0.5% 0.2% 2.2%
9.5% 10.6% 6.€%
3.8% 4.3% 2.8%
5.7% 6.2% 4.1%
Three Months Ended Change
December 31 Q1'09 vs Q1'09 vs
March 31, March 31,
2009 2008 Q1'08 Q4'08

(in thousands except percentages and average monthievenue
per paying subscriber)

$394,09¢ $ 359,59 $326,18: 20.8€% 9.€%
9,64( 8,821 7,71 25.(% 9.2%
$ 136 $ 1358 $ 14.0¢ (3.9% 0.4%

We currently generate all of our revenues in théddnStates. We derive substantially all of ourerawes from monthly subscription fees
and recognize subscription revenues ratably ovelr sabscriber's monthly subscription period. Weordaefunds to subscribers as a reduction

of revenues.

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in our revenues during the three nsaemiled March 31, 2009 as compared to the sanreygao period was primarily a
result of the substantial growth in the average lmemof paying subscribers. This increase was paftiet by a decline in the average monthly
revenue per paying subscriber, resulting from ttoeving popularity of our lower priced subscriptiplans.
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Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in our revenues during the three nsamded March 31, 2009 as compared to the threéhended December 31, 2008
was primarily a result of the growth in the averagenber of paying subscribers.

The following table presents our ending subscribfarmation:

As of
March 31, December 31 March 31,
2009 2008 2008
(in thousands, except percentages)
Free subscribel 194 22¢€ 141
As a percentage of total subscrib 1.9% 2.4% 1.7%
Paid subscriber 10,11¢ 9,16¢ 8,10z
As a percentage of total subscrib 98.1% 97.€6% 98.2%
Total subscriber 10,31( 9,39( 8,24:
Cost of Revenues
Subscription
Three Months Ended Change
December 31 Q109 vs Q109 vs
March 31, March 31,
2009 2008 2008 Q108 Q408
(in thousands, except percentages)
Subscriptior $215,29¢ $193,63! $187,15¢ 15.(% 11.2%
As a percentage of revent 54.¢% 53.€% 57.4%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in cost of subscription revenueshfetthree months ended March 31, 2009 as compatbé &ame prior-year period was
primarily attributable to the following factors:

* The number of DVDs mailed to paying subscribersdased 17%, which was driven by a 25% increadeemumber of average
paying subscribers, partially offset by a declimerionthly DVD rentals per average paying subscrteibuted to the growing
popularity of our lower priced plan

» Postage and packaging expenses increased by 208avas primarily attributable to an increase intinenber of DVDs mailed t
paying subscribers and to an increase in the ddtist class postage in May 20(

» Content expenses increased by 10%. This increasg@miraarily attributable to increased investmentstreaming conten

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in cost of subscription revenueshfetthiree months ended March 31, 2009 as compatbé three months ended
December 31, 2008 was primarily attributable toftiilewing factors:

* The number of DVDs mailed to paying subscribersdased 16%, which was driven by a 9% increaseaimtimber of average
paying subscribers and an increase in monthly D&als per average paying subscriber attributedsteasonal increase in disc
usage

* Postage and packaging expenses increased by 1684ngditease was primarily attributable to an insgen the number of DVDs
mailed to paying subscribers and the monthly DVitaks per average paying subscriber due to a sabisanease in disc usag

» Content expenses increased by 6%. This increas@tivaarily attributable to a seasonal increaseointent acquisitions

17



Table of Contents

Fulfillment Expenses

Three Months Ended Change
March 31, December 31 March 31, Q109 vs Q109 vs
2009 2008 2008 Q1'08 Q4'08
(in thousands, except percentage
Fulfillment expense $43,96¢ $ 39,21 $35,64¢ 23.2% 12.1%
As a percentage of revent 11.2% 10.% 10.%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in fulfillment expenses for the thremnths ended March 31, 2009 as compared to the gaareyear period was primarily
attributable to an increase in personnel-relateisa@sulting from the higher volume of activitieour shipping centers and customer service
location, coupled with higher credit card fees assalt of the growth in the average number of pgyubscribers. In addition, the increase in
fulfilment expenses was attributable to an inceciasfacilityrelated costs resulting from the addition of neipgimg centers and the relocati
of our central receiving and storage center.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in fulfillment expenses for the thremths ended March 31, 2009 as compared to the thoaiths ended December 31,
2008 was primarily attributable to an increaseenspnnel-related costs resulting from the highéume of activities in our shipping centers
due to a seasonal increase in disc usage. In additie increase in fulfillment expenses was aiteble to an increase in facility-related costs
resulting from the relocation of our central reéejvand storage center.

GrossMargin

Three Months Ended
December 31

March 31, March 31,
2009 2008 2008
(in thousands, except percentages)
Gross profil $134,83( $ 126,74¢ $103,37¢
Gross margit 34.2% 35.2% 31.7%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in gross margin for the three momige March 31, 2009 as compared to the same perferiod was primarily
attributable to the popularity of our lower pricgldns, which have higher gross margins. In additiam margins continue to benefit from
increased utilization of catalog titles resultimgri ongoing improvements in our merchandising @&wmmendation systems.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The decrease in gross margin for the three momitisteMarch 31, 2009 as compared to the three memithsd December 31, 2008 was
primarily attributable to an increase in postage packaging expenses resulting from an increaseointhly DVD rentals per average paying
subscriber due to a seasonal increase in disc usage

Technology and Devel opment

Three Months Ended Change
March 31, December 31 March 31, Q1’09 vs Q1’09 vs
2009 2008 2008 Q1'08 Q408
(in thousands, except percentages)
Technology and developme $24,20( $ 24,05: $20,26" 19.4% 0.6%
As a percentage of revent 6.1% 6.7% 6.2%
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Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in technology and development expdoséise three months ended March 31, 2009 as credga the same prior-year
period was primarily attributable to an increaspénsonnekelated costs due to growth in headcount and exsardated to the developmen
solutions for streaming content and continued inmenoents in our service.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

Technology and development expenses during the thanths ended March 31, 2009 as compared to e thonths ended
December 31, 2008 were relatively flat.

Marketing
Three Months Ended Change
March 31, December 31 March 31, Q109 vs Q1’09 vs
2009 2008 2008 Q108 Q408

(in thousands, except percentages and subscribercagsition cost)
Marketing $62,24: $ 55,61 $54,89¢ 13.2% 11.%%
As a percentage of revent 15.8% 15.5% 16.8%
Other data
Gross subscriber additiol 2,41: 2,08t 1,86: 29.6% 15.7%
Subscriber acquisition co $ 25.7¢ $ 26.67 $ 29.4¢ (12.5% (3.9%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The increase in marketing expenses for the threghmended March 31, 2009 as compared to the sdoreypar period was primarily
attributable to an increase in marketing prograengdmg, primarily in consumer electronic parthesggams and online advertising. Subscriber
acquisition cost decreased for the three monthecMhrch 31, 2009 as compared to the same priarpezaod primarily due to strong
performance in all marketing channels coupled witbng organic subscriber growth.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in marketing expenses during the thieghs ended March 31, 2009 as compared to tke thonths ended December 31,
2008 was primarily attributable to an increase arkating program spending, primarily in online adiging. Subscriber acquisition cost
decreased for the three months ended March 31, 20@®mpared to the three months ended Decemb208& primarily due to strong
performance in all marketing channels coupled witbng organic subscriber growth.
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General and Administrative

Three Months Ended Change
March 31, December 31 March 31, Q1 09vs Q109 vs
2009 2008 2008 Q108 Q4'08
(in thousands, except percentage:
General and administratiy $13,01¢ $ 10,76: $13,73¢ (5.9% 20.%%
As a percentage of revent 3.2% 3.C% 4.2%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The decrease in general and administrative expéos#se three months ended March 31, 2009 as coedga the same prigrear perioc
was primarily attributable to a decrease in persbnelated costs due to a decrease in headcowggtdfy an increase in costs related to legal
proceedings.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in general and administrative expeshsesg the three months ended March 31, 2009 expaced to the three months en
December 31, 2008 was primarily attributable toremmease in costs related to legal proceedings.

I nterest and Other I ncome (Expense)

Three Months Ended Change
March 31, December 31 March 31, Q1’09 vs Q1'09 vs
2009 2008 2008 Q1’08 4’08
(in thousands, except percentage:
Interest and other income (expen $ 1,61( $ 852 $ 7,66( (79.0% 89.(%
As a percentage of revent 0.5% 0.2% 2.2%

Three months ended March 31, 2009 as compared to the three months ended March 31, 2008

The decrease in interest and other income (expémst)e three months ended March 31, 2009 as ceedpasith the same prior-year
period was primarily attributable to gains realiZeaim the sale of shoterm investments and higher interest and dividémdise first quarter ¢
2008.

Three months ended March 31, 2009 as compared to the three months ended December 31, 2008

The increase in interest and other income (expehs@)g the three months ended March 31, 2009 agpaced to the three months ended
December 31, 2008 was primarily attributable tongakalized from the sale of short-term investmantke first quarter of 2009.

Income Taxes
Three Months Ended
March 31, December 31 March 31,
2009 2008 2008
(in thousands, except percentages)
Provision for income taxe $15,04¢ $ 15,36¢ $ 9,20:
Effective tax rate 40.2% 40.2% 40.8%

Our effective tax rate for the first quarter of 200as 40.2% and differed from the federal statutatg due primarily to state taxes offset
by the Federal and California R&D tax credit re@tdiuring the quarter. The decrease in our effedtix rate for the three months ended
March 31, 2009 as compared to the same prior-ye@ogwas primarily attributable to the impact tdfck-based compensation adjustments.
The effective tax rate for the three months endeddi 31, 2009 differed from the effective tax ratethe period ended December 31, 2008
due to a discrete tax benefit recorded for FedmrdlState tax credits.
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Liquidity and Capital Resources

We have generated net cash from operations duscly guarter since the second quarter of 2001. Neatgrs will impact our ability to
continue to generate and grow cash from our omeraiincluding, but not limited to, the number obscribers who sign up for our service and
the growth or reduction in our subscriber basaddition, we may have or otherwise choose to lawemrices and increase our marketing
expenses in order to grow faster or respond to etitign. Although we currently anticipate that cdlslws from operations, together with our
available funds, will be sufficient to meet our lcaeeds for the foreseeable future, we may requichoose to obtain additional financing. (
ability to obtain financing will depend on, amontiper things, our development efforts, businessglaperating performance and the condition
of the capital markets at the time we seek finagcin

Our primary source of liquidity has been cash figmerations, which consists mainly of net incomeusidid for non-cash items such as
amortization of our content library, depreciatidrpooperty and equipment and stock-based compemsedlated to the issuance of common
stock. Our primary uses of cash include our stegkirchase programs, postage and packaging expémsasquisition of content, capital
expenditures related to information technology antbmation equipment for operations, marketingfaffdiment expenses.

In 2009, operating cash flows is expected to bigrmifecant source of liquidity, while postage analcggaging expenses, acquisition of
content, marketing and fulfillment expenses aresetgd to continue to be significant uses of caskaddition, on January 26, 2009, we
announced that our Board of Directors authorizetbek repurchase program allowing us to repurchaseommon stock through the end of
2009. Under this program, the Company anticipapanchasing up to $132 million during the secomdubh fourth quarters of 2009. The
timing and actual number of shares repurchaseddefiend on various factors, including price, coap®and regulatory requirements,
alternative investment opportunities and other miconditions. The following table highlights setst measures of our liquidity and capital
resources as of March 31, 2009 and 2008:

Three Months Ended
March 31, March 31,

2009 2008
Net cash provided by operating activit $65,63: $ 64,06:
Net cash (used in) provided by investing activi (64,66%) 18,13:
Net cash used in financing activiti (25,715 (90,645

Operating Activities

Our operating activities consisted of net incom&2i.4 million, increased by non-cash adjustmeh$56.0 million offset by a decrease
in net changes in operating assets and liabildfeil 1.8 million. The majority of the non-cash atjuents resulted from amortization of the
content library of $49.3 million as we continueptarchase additional titles in order to supportlamer subscriber base. The net changes in
operating assets and liabilities were mainly drilsgracquisitions of streaming content, as we catihto increase our investments in streal
content in 2009. Cash provided by operating agisiincreased $1.6 million for the three monthsegiéllarch 31, 2009 as compared to the
same prior-year period. This was primarily duernararease in net income of $9.1 million, offsetébglecrease in non-cash adjustments of $3.¢
million and a decrease in net changes in operatisgts and liabilities of $3.7 million.

Investing Activities

Our investing activities consisted primarily of phases and sales of available-for-sale securétgjisitions of DVD content and
purchases of property and equipment. Cash used@sting activities increased $82.8 million for theee months ended March 31, 2009 as
compared to the same prior-year period. This imanly attributable to a decrease of $137.1 milliethe proceeds from the sales and
maturities of available-for-sale securities offsgta decrease in the purchases of availablsdite-securities of $39.6 million as compared tc
same prior-year period.
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Financing Activities

Our financing activities consisted primarily of tissuance of common stock and repurchases of somom stock. Cash used in financ
activities decreased by $64.9 million for the thmeenths ended March 31, 2009 as compared to the paor-year period primarily due to a
decrease in stock repurchases of $57.2 million leauyith an increase in the proceeds from the isse@f common stock of $5.0 million.

Contractual Obligations
Off-Balance Sheet Arrangements

As part of our ongoing business, we do not engageansactions that generate relationships witlonsalidated entities or financial
partnerships, such as entities often referred girastured finance or special purpose entitiesofdingly, our operating results, financial
condition and cash flows are not subject to offabak sheet risks.

Operating Leases

We have entered into various non-cancelable operégiase agreements for our offices and distributenters throughout the U.S. with
original lease periods expiring through 2016. dertd these leases have free or escalating remhpat/provisions. We recognize rent expense
on our operating leases on a straight-line badiseatommencement of the lease.

I ndemnifications

In the ordinary course of business, we enter intdractual arrangements under which we agree wgwondemnification of varying
scope and terms to business partners and othégaith respect to certain matters, including, fitlimited to, losses arising out of our
breach of such agreements and out of intellecttegdeaty infringement claims made by third partiesthese circumstances, payment may be
conditional on the other party making a claim parguo the procedures specified in the particubeatract. Further, our obligations under these
agreements may be limited in terms of time andfeownt, and, in some instances, we may have recagesast third parties for certain
payments. In addition, we have entered into indéoation agreements with our directors and certdiour officers that will require us, among
other things, to indemnify them against certaibilides that may arise by reason of their statusesvice as directors or officers. The terms of
such obligations vary.

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

Recent Accounting Pronouncements

In April 2009, the FASB issued FASB Staff PositiqisSP”) No. FAS 157-4Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability has Sgnificantly Decreased and Identifying Transactions That Are Not Orderly , No. FAS 115-2 and FAS 124-
2, Recognition and Presentation of Other-Than-Temporary Impairments and No. FAS 107-1 and APB 28{hferim Disclosures about Fair
Value of Financial Instruments . FSP FAS 157-4 provides additional guidance ftimeging fair value in accordance with SFAS No. 156&r
Value Measurements , when the volume and level of activity for theetss liability have significantly decreased. FSRSF115-2 and FAS 124-
2 modifies the requirements for recognizing otliexrttemporary impairments of debt securities, charlge existing impairment model for
those securities, and modifies the presentatiorfraiggiency of related disclosures. FSP FAS 107dlAPB 28-1amends FAS No. 107,
Disclosures about Fair Value of Financial Instruments, to require disclosures about fair value of finahiziatruments for interim reporting
periods of publicly traded companies as well aarinual financial statements. This FSP also amef @pinion No. 28|nterim Financial
Reporting, to require those disclosures in summarized findmtiarmation at interim reporting periods. ThesgHs are effective for interim
periods ending after June 15, 2009, with early &dogermitted for periods ending after March 1802. We do not expect the adoption of -
standard to have a material effect on our finarisition or results of operations.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

For financial market risks related to changes tariest rates, reference is made to Iltem 7A “Quetité and Qualitative Disclosures
About Market Risk” contained in Part Il of our AredlReport on Form 10-K for the year ended DecerBlie2008. We started an investment
portfolio during the first quarter of 2007 whichdesmprised of corporate debt securities, governrardtagency securities and asset and
mortgage-backed securities. However, our exposunesairket risk has not changed significantly sinee@®@nber 31, 2008.
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Item4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, éxated the effectiveness of our
disclosure controls and procedures (as definediiadRl3a-15(e) and 15d-15(e) under the Securittehdhge Act of 1934, as amended) as of
the end of the period covered by this Quarterlydepn Form 10-Q. Based on that evaluation, oueCEkecutive Officer and Chief Financial
Officer concluded that our disclosure controls pratedures as of the end of the period coverethibyQuarterly Report on Form 10-Q were
effective in providing reasonable assurance tHatimation required to be disclosed by us in repthréd we file or submit under the Securities
Exchange Act of 1934, as amended, is (i) recorpgemtessed, summarized and reported within the pien®ds specified in the Securities and
Exchange Commissios'rules and forms and (ii) accumulated and comnati®écto our management, including our Chief Exeeudfficer an
Chief Financial Officer, as appropriate, to allamely decisions regarding required disclosure.

Our management, including our Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls and
procedures or our internal controls will preverteator and all fraud. A control system, no mattew well conceived and operated, can pro
only reasonable, not absolute, assurance thatjeetives of the control system are met. Furthex,design of a control system must reflect the
fact that there are resource constraints, andeheflis of controls must be considered relativéh&ir costs. Because of the inherent limitations
in all control systems, no evaluation of contra@s provide absolute assurance that all controessind instances of fraud, if any, within
Netflix have been detecte

Changesin Internal Control Over Financial Reporting

There were no changes in our internal control diwancial reporting that occurred during the quaeteded March 31, 2009 that have
materially affected, or are reasonably likely totenilly affect, our internal control over finantiaporting.
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PART Il. OTHER INFORMATION
Item1. Legal Proceedings
The information set forth under Note 8 in the ndtethe condensed consolidated financial statemgmtgorporated herein by reference.

Item 1A. Risk Factors

There have been no material changes from risk faet® previously disclosed under the heading “Rasdtors” in the Company’s Annual
Report on Form 10-K for the year ended DecembePGQ8.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Stock repurchases during the three months endedh\&dr, 2009 were as follows:

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

Total Number of Average Price Publicly Announced May Yet Be Purchased
Period Shares Purchase Paid per Share Programs Under the Program (1)
January 1, 200- January 31, 200 — $ — — $ —
February 1, 200- February 28, 200 879,73 36.4¢ 879,73 142,936,05
March 1, 200¢- March 31, 200¢ 296,80t 35.9( 296,80t 132,281,18
Total 1,176,54. $ 36.31 1,176,54. $ 132,281,18

(1) OnJanuary 26, 2009, the Company announced thab#sd of Directors authorized a stock repurchasgnam for 2009. Based on t
Board'’s authorization, the Company anticipates refpasing up to $132 million during the second tigtotourth quarters of 2009. The
timing and actual number of shares repurchaseddeflend on various factors including price, corfoead regulatory requirements,
alternative investment opportunities and other maceonditions
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Item 6. Exhibits
(a) Exhibits:
Incorporated by Reference

Exhibit Filed
Number Exhibit Description Form File Nc  Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorpora 1C-Q  00C-4980: 3.1  August 2, 200
3.2 Amended and Restated Byla 8-K 00C-4980: 3.1 March 20, 200
3.3 Certificate of Amendment to the Amended and Redt&ertificate of

Incorporation 1C-Q  00C-4980: 3.3  August 2, 200
4.1 Form of Common Stock Certifica S-1/A  33:-8387¢ 4.1 April 16, 2002
10.1t Form of Indemnification Agreement entered into by tegistrant with

each of its executive officers and direct S-1/A 33:-8387¢ 10.1 March 20, 200
10.2t 2002 Employee Stock Purchase F 1C-Q  00C-4980: 10.1€ August 9, 200
10.31 Amended and Restated 1997 Stock F S-1/A 33:-8387¢ 10.3 May 16, 200z
10.41 Amended and Restated 2002 Stock F Def 14A 00(-4980: A March 31, 200
10.5 Amended and Restated Stockhol’ Rights Agreemer S1 33:-8387¢ 10.5 March 6, 200z
10.6 Lease between Sobrato Land Holdings and Netflix, 1C-Q  00C-4980: 10.1t August 2, 200
10.7 Lease between Sobrato Interests Il and Netflix, 1C-Q  00C-4980: 10.1€ August 2, 200
10.91 Description of Director Equity Compensation P 8-K 00C-4980: 10.1 July 5, 200t
10.101 Amended and Restated Executive Severance and Retémtentive

Plan X
31.1 Certification of Chief Executive Officer Pursuant$ection 302 of th

Sarbane-Oxley Act of 200z X
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of th

Sarbane-Oxley Act of 200z X
32.1* Certifications of Chief Executive Officer and Chlghancial Officel

Pursuant to Section 906 of the Sarbe- Oxley Act of 200z X

* These certifications are not deemed filed by th€ 8Rd are not to be incorporated by reference yrfiing we make under the Securiti
Act of 1933 or the Securities Exchange Act of 19B84spective of any general incorporation languiagany filings.

t  Indicates a management contract or compensatony
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
the undersigned thereunto duly authorized.

N ETFLIX , I NC.

Dated: May 7, 2009 By: s/ REEDH ASTINGS
Reed Hastings
Chief Executive Officer
(Principal executive officer)

Dated: May 7, 2009 By: /sl __BARRY M ¢ C ARTHY
Barry McCarthy
Chief Financial Officer
(Principal financial and accounting officer)
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EXHIBIT INDEX
Incorporated by Reference

Exhi
bit Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
3.1 Amended and Restated Certificate of Incorpora 1C-Q  00C-4980: 3.1  August 2, 200
3.2 Amended and Restated Byla 8-K 00C-4980: 3.1 March 20, 200
3.3 Certificate of Amendment to the Amended and Redt&ertificate of

Incorporation 1C-Q  00C-4980: 3.3  August 2, 200
4.1 Form of Common Stock Certifica S-1/A  33:-8387¢ 4.1  April 16, 2002
10.1t Form of Indemnification Agreement entered into bg tegistrant witl

each of its executive officers and direct S-1/A 33:-8387¢ 10.1 March 20, 200
10.2t 2002 Employee Stock Purchase F 1C-Q  00C-4980: 10.1€ August 9, 200
10.31 Amended and Restated 1997 Stock F S-1/A 33:-8387¢ 10.3 May 16, 200z
10.4t Amended and Restated 2002 Stock f Def 14A 00(-4980: A March 31, 200
10.5 Amended and Restated Stockhol’ Rights Agreemer S-1 33:-8387¢ 10.5 March 6, 200z
10.6 Lease between Sobrato Land Holdings and Netfli, 1C-Q  00C-4980: 10.15 August 2, 200
10.7 Lease between Sobrato Interests Il and Netflix, 1C-Q  00C-4980: 10.1€ August 2, 200
10.91 Description of Director Equity Compensation P 8-K 00C-4980: 10.1 July 5, 200t
10.101 Amended and Restated Executive Severance and Retémtentive

Plan X
311 Certification of Chief Executive Officer Pursuant$ection 302 of the

Sarbane-Oxley Act of 2002 X
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the

Sarbane-Oxley Act of 2002 X
32.1*  Certifications of Chief Executive Officer and Chighancial Officer

Pursuant to Section 906 of the Sarbi-Oxley Act of 200z X

* These certifications are not deemed filed by th€ @Rd are not to be incorporated by reference yrfiing we make under the Securiti
Act of 1933 or the Securities Exchange Act of 19B84spective of any general incorporation languiagany filings.

t  Indicates a management contract or compensatony
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EXHIBIT 10.10

Executive Severance and Retention Incentive Plan
Amended and Restated May 5, 2009

1. Introduction. The purpose of this Executive Severance and Retefricentive Plan (the “Plan”) is to provide asswes of specified
severance benefits to eligible executives of Netflic. (the “Company”) upon certain terminatiorissmployment and to provide specified
retention incentives to eligible executives of @@mpany upon a Change in Control. The Company\rdi¢hat the severance plan set forth in
this Plan will aid the Company in attracting anthieing highly qualified individuals. In additiothe Company believes that the retention
incentive set forth in this Plan will help (a) assthat the Company will have continued dedicasind objectivity from its executives
notwithstanding the possibility, threat or occumemf a Change in Control and (b) provide the Camifsaexecutives with an incentive to
continue their employment and to motivate execsticemaximize the value of the Company upon a Caamgontrol for the benefit of its
stockholders. This Plan is an “employee welfareefieplan,” as defined in Section 3(1) of the Emy@e Retirement Income Security Act of
1974, as amended. This document constitutes bettviitten instrument under which the Plan is mairgd and the required summary plan
description for the Plan.

2. Important Terms. To help you understand how this Plan works, itipaértant to know the following terms:

2.1*Administrator” means the Company, acting through its Chief Taldfiter or any person to whom the Administrator has
delegated any authority or responsibility pursuarection 9, but only to the extent of such deliega

2.2"Base Pay” means a Covered Executive’s regular straight-tiaterg as in effect during the last regularly schedyayroll
period immediately preceding the date on whichSheerance Benefit or Retention Incentive becomgalpa. Base Pay does not include
payments for overtime, shift premium, incentive p@msation, incentive payments, bonuses, commissioother compensation.

2.3“Board” means the Board of Directors of the Company.
2.4"Retention Incentive” means the compensation the Covered Executive witirbvided pursuant to Section 4.

2.5"Cause” means (i) an act of fraud or personal dishonestietiaken by a Covered Executive in connection tighCovered
Executive’s responsibilities as an employee thattended to result in substantial gain or persenaichment of the Covered Executive, (i) a
Covered Executive’s conviction of, or plea of notmtenderé¢o, a felony, or (iii) a Covered Executive’s gresisconduct in connection with
the performance of the Covered Executive’s resuilitss as an employee or willful failure to penfio a reasonable material component of the
Covered Executiv's responsibilities as an employ



2.6"“Change in Control” means the first to occur of any of the following:

(a) Any “person” (as such term is used in Sectib®@&) and 14(d) of the Exchange Act) becomes tleméficial owner” (as
defined in Rule 13d-3 of the Exchange Act), dingatt indirectly, of securities of the Company regmeting fifty percent (50%) or more of the
total voting power represented by the Company’as th&standing voting securities; or

(b) consummation of the sale or disposition byGmenpany of all or substantially all of the Compangssets; or

(c) The consummation of a merger or consolidatibthe Company, with any other corporation, othemtla merger or
consolidation which would result in the voting seties of the Company outstanding immediately ptiwreto continuing to represent (either
by remaining outstanding or by being converted irdting securities of the surviving entity or itarpnt) at least fifty percent (50%) of the total
voting power represented by the voting securitieh® Company, or such surviving entity or its pareutstanding immediately after such
merger or consolidation; or

(d) A change in the composition of the Board, assailt of which fewer than a majority of the Direxgt are Incumbent
Directors. “Incumbent Directors” means Directorsondither (A) are Directors as of the Effective Date(B) are elected, or nominated for
election, to the Board with the affirmative votdsableast a majority of those Directors whesection or nomination was not in connection

Directors.

2.7"Company” means Netflix, Inc., a Delaware corporation, ang surccessor by merger, acquisition, consolidatiootlerwise
that assumes the obligations of the Company uindePlan, or becomes bound by the terms of thelBlaperation of law or otherwise.

2.8“Covered Executive” means a common law employee of the Company wha@ayed at the Vice President level or higher.
2.9“Director” means a member of the Company’s Board of Directors.

2.10"Effective Date” means July 1, 2005.

2.11"ERISA” means the Employee Retirement Income Security At9d4, as amended.

2.13"Involuntary Termination” means a termination of employment of a Covered &xex under the circumstances described in
Section 3.1.

2.14"Option” means a right granted pursuant to the Companytk stption plan(s) to purchase common stock of them@any
pursuant to the terms and conditions of such pJan(s
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2.15“Plan” means the Executive Severance and Retention Ineddlan, as set forth in this document, and asaffitereamended
from time to time.

2.16"Severance Benefit’'means the compensation and other benefits the Ed¥erecutive will be provided pursuant to Section 3
2.17"Severance Date’means the date on which an Eligible Executive dgpees an Involuntary Termination.

2.18"Stock Option Allowance Value” means an amount of cash equivalent to the stoékropiowance then being used in
calculating the number of options granted montbalthe Covered Executive for the calendar yearrohitgation or Change in Control, as
applicable.

3. Severance.

3.1Eligibility . If at any time prior to a Change in Control, empany (or any parent or subsidiary of the Comp#ayninates
such Covered Executive’s employment for other tGanse, death or permanent disability, then, subjette Covered Executive’s compliance
with Section 3.3, the Covered Executive shall nee¢ie Severance Benefit provided pursuant toShigion 3. For purposes of clarification,
the severance amount set forth in 3.2 shall natugeor payable to any Covered Executive who staaléhreceived or is eligible to receive the
Retention Incentive.

3.2 Severance Benefit Each Covered Executive who becomes eligible f6e@erance Benefit under Section 3.1 shall be paid
lump sum cash payment equal to nine (9) monthsaseBay and nine (9) months of Stock Option Alloseavialue. The Severance Benefit
shall be paid to the Covered Executive as soomlamsnéstratively practicable following the Severarzate, but in no event more than two and
one half months following the Severance Date bbjesu to Section 7 and to the Covered Executivelagiance with Section 3.3.

3.3Release and Non-Disparagement Agreemers a condition to receiving a Severance Benefitauridis Plan, each Covered
Executive will be required to sign a waiver andtesle of all claims arising out of his or her Invaary Termination and employment with the
Company and its subsidiaries and affiliates andgreement not to disparage the Company, its dirgato its executive officers, in a form
reasonably satisfactory to the General Counsdi@fompany (the “Release”). The Release must bautee: and effective within the period
required by the Release but in no event later sty (60) days following the Covered Executive®v8rance Date, inclusive of any revocation
period set forth in the Release (such deadlineRietease Deadline”). The Severance Benefit witl o paid or provided until the Release
becomes effective. If the Release does not becdieetige by the Release Deadline, the Covered Bxezwill forfeit all rights to the
Severance Benefit.

4. Retention Incentive.

4.1 Eligibility. An individual shall be eligible for the Retentiamcentive under the Plan, in the amount set fortRdation 4.2only
if he or she (i) is a Covered Executive on the dage@hange in Control, and (ii) is not eligible fo6everance Benefit under Section 3.
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4.2 Retention Incentive.Each Covered Executive eligible for a Retentiorehtve in accordance with Section 4.1 shall betlenti
to receive a lump sum cash payment equal to tw@2emonths of Base Pay and twelve (12) monthskSytion Allowance Value. The
Retention Incentive shall be paid to the CovereddtXve as soon as administratively practicablefghg the date of the Change in Control,
but in no event more than two and one-half mortesaafter.

4.3Parachute Paymentsin the event that a Severance Benefit or Reteritioantive provided for in this Plan or otherwise/glale
or provided to the Covered Executive (i) constislae'parachute paymentiithin the meaning of Section 280G of the IntefRalvenue Code 1
1986, as amended (the “Code”) and (ii) but for 8estion 4.3, would be subject to the excise tepoised by Section 4999 of the Code (the
“Excise Tax"), then the Employee’s Severance BémefRetention Incentive hereunder shall be either

(a) delivered in full, or
(b) delivered as to such lesser extent which woesdilt in no portion of such benefits being subjedhe Excise Tax,

whichever of the foregoing amounts, taking intocact the applicable federal, state and local inctames and the Excise Tax, results in the
receipt by the Covered Executive on an after-tssihaf the greatest amount of benefits, notwithditag that all or some portion of such
benefits may be taxable under Section 4999 of thdeCUnless the Company and the Covered Executiwise agree in writing, any
determination required under this Section 4.3 dbmlnade in writing in good faith by an accountiingn chosen by the Administrator and
reasonably acceptable to the Covered Executive'ftbeountants”). If a reduction in benefits is réga only under the Plan, the reduction will
apply to the Employee’s Severance Benefit or Raierihcentive, as applicable. If a reduction in &#ts is required under the Plan and one or
more other arrangements or plans entered intoavithaintained for the benefit of the Covered Exigeuthat provides for vesting acceleration
of equity awards, cash severance or retention ispafd/or continued employee benefits coverdueréduction will occur in the following
order: the vesting acceleration of stock optionstock appreciation rights, then cash severancetention benefits, then vesting acceleratic
equity awards other than stock options or stockexpation rights, and then Company-paid employe®fits coverage. In the event that
acceleration of vesting of stock options, stockrapiation rights or other equity awards is to bdueed, such acceleration of vesting shall be
cancelled in the reverse order of the date of diarthe Covered Executive’s stock options, stograciation rights or other equity awards, as
applicable. If two or more stock options, stock rgiation rights or other equity awards are gramtethe same day, the stock options, stock
appreciation rights or other equity awards, asiegple, will be reduced on a prata basis. For purposes of making the calculatiegsired by
this Section 4.3, the Accountants may make reader@sumptions and approximations concerning agiiictaxes and may rely on
reasonable, good faith interpretations concerrtiegapplication of Sections 280G and 4999 of theeCdtie Company and the Covered
Executive shall furnish to the Accountants sucliimfation and documents as the Accountants may mahgorequest in order to make a
determination under this Section. The Company diedtl all costs the Accountants may reasonably imcconnection with any calculations
contemplated by this Section 4.3.
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5. Reserved

6. Non-Duplication of Benefits.Notwithstanding any other provision in the Plartte contrary and except as provided in this Sed@ion
the Severance Benefits and Retention Incentiveigeavhereunder shall be in lieu of any other sevarand/or retention plan benefits and the
Severance Benefits and Retention Incentive providdunder shall be reduced by any severance paithwided to a Covered Executive
under any other plan or arrangement. Notwithstapthe preceding sentence, this Section 6 shathpplly to a Covered Executive to the exi
such Covered Executive’s separate, written employnietention or other agreement with the Compamjietly exempts the Covered
Executive from the preceding sentence.

7. Section 409A.

7.1 Notwithstanding anything herein to the contréris the intent that the Retention Incentived &everance Benefits payable
under the Plan satisfy the requirements of thertsteom deferral” rule set forth in Section 1.4094b)(4) of the Treasury Regulations and be
exempt from Section 409A of the Code and the fiagllations and any guidance promulgated thereufilection 409A”"). If the Severance
Benefits (or any portion thereof), when considemgkther with any other severance payments or agpambenefits, are considered deferred
compensation subject to Section 409A (together;Bederred Compensation Separation Benefits”), méeired Compensation Separation
Benefits or other severance benefits that otherasiseexempt from Section 409A pursuant to TreaRagulation Section 1.409A-1(b)(9) will
be considered due or payable until the Covered lkexhas incurred a “separation from service” witthe meaning of Section 409A. In
addition, if the Covered Executive is a “specifesdployee” within the meaning of Section 409A attihee of the Covered Executive’s
separation from service (other than due to ded#ib)) any Deferred Compensation Separation Berafierwise due to the Covered Executive
on or within the six (6) month period following tl®vered Executive’s separation from service witirae during such six (6) month period
and will become payable in a lump sum payment @ggdicable withholding taxes) on the date sixr{@nths and one (1) day following the
date of the Covered Executive’s separation fromiser All subsequent payments, if any, will be galgan accordance with the payment
schedule applicable to each payment or benefitwittugtanding anything herein to the contrary, & thovered Executive dies following his or
her separation but prior to the six (6) month aargary of his or her date of separation, then ayynents delayed in accordance with this
paragraph will be payable in a lump sum (less apple withholding taxes) to the Covered Executiwstte as soon as administratively
practicable after the date of the Covered Execlgigeath and all other Deferred Compensation SéparBenefits will be payable in
accordance with the payment schedule applicabdatch payment or benefit.

7.2 Each payment and benefit payable under theiPlatended to constitute a separate paymentugugses of Section 1.409A-2
(b)(2) of the Treasury Regulations. Any paymentbenefit that satisfies the requirements of the tstexm deferral” rule set forth in
Section 1.409A-1(b)(4) of the Treasury Regulatishall not constitute a Deferred Compensation S¢iparBenefit. Any payment or benefit
that entitles the Covered Executive to taxable beirsements or taxable in-kind benefits covered dwtin 1.409A-1(b)(9)(v) shall
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not constitute a Deferred Compensation Separateref. Any severance payment or portion thereaft tfualifies as a payment made as a
result of an involuntary separation from servicespant to Section 1.409A-1(b)(9)(iii) of the TregsRegulations that does not exceed the
Section 409A Limit shall not constitute a Defer@dmpensation Separation Benefit. For this purpt®eaction 409A Limit” will mean the
lesser of two (2) times: (A) the Covered Executvahnualized compensation based upon the annaalfrpay paid to Covered Executive
during his or her taxable year preceding the Cal/&ecutive’s taxable year of the Covered Exectidiseparation from service as determined
under Treasury Regulation 1.409A-1(b)(9)(iii)(A)@nd any Internal Revenue Service guidance issithd@spect thereto; or (B) the
maximum amount that may be taken into account uadgralified plan pursuant to Section 401(a)(17hefCode for the year in which the
Covered Executive’s employment is terminated.

7.3 It is the intent of this Plan to comply witletrequirements of Section 409A so that none opthenents and benefits to be
provided hereunder will be subject to the additiagag imposed under Section 409A, and any ambiggiitierein will be interpreted to so
comply. Notwithstanding anything to the contranthie Plan, including but not limited to Section flie Company reserves the right to amend
the Plan as it deems necessary or advisable, $oligsdiscretion and without the consent of the&Zed Executives, to comply with
Section 409A of the Code or to otherwise avoid meaecognition under Section 409A of the Code pgrndhe actual payment of Retention
Incentives or Severance Benefits or impositionryf additional tax (provided that no such amendrsbatl materially reduce the benefits
provided hereunder).

8. Withholding. The Company will withhold from any Severance Beinafid Retention Incentive all federal, state, l@al other taxes
required to be withheld therefrom and any otheuiregl payroll deductions.

9. Administration. The Company is the administrator of the Plan (withie meaning of section 3(16)(A) of ERISA). TharPWill be
administered and interpreted by the Administraitoh{s or her sole discretion). The Administratethe “named fiduciary” of the Plan for
purposes of ERISA and will be subject to the fidwgistandards of ERISA when acting in such capagity decision made or other action
taken by the Administrator prior to a Change in €alnwith respect to the Plan, and any interpretathy the Administrator of any term or
condition of the Plan prior to a Change in Contoolany related document, will be conclusive andilysig on all persons and be given the
maximum possible deference allowed by law. FollgnmnChange in Control, any decision made or otb#orataken by the Administrator wi
respect to the Plan, and any interpretation byAliministrator of any term or condition of the Plam,any related document that (i) does not
affect the benefits payable under the Plan shalbasubject to review unless found to be arbiteargt capricious or (ii) does affect the benefits
payable under the Plan shall not be subject teveunless found to be unreasonable or not to haga made in good faith. The Administrator
has the authority to act for the Company (in a fidaeiary capacity) as to any matter pertaininght® Planprovided, however, that this
authority does not apply with respect to (a) thenpany’s power to amend or terminate the Plan oafly)action that could reasonably be
expected to increase significantly the cost ofRten is subject to the prior approval of the senfficer of the Company. The Administrator
may delegate in writing to any other person akuay portion of his or her authority or responsipilvith respect to the Plan.
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10. Eligibility to Participate. The Administrator will not be excluded from pangating in the Plan if otherwise eligible, but he or
she is not entitled to act or pass upon any mapeensining specifically to his or her own benefiteligibility under the Plan. A senior officer
Netflix, Inc. will act upon any matters pertainiagecifically to the benefit or eligibility of thedministrator under the Pla

11. Amendment or Termination. The Company reserves the right to amend or termitiet Plan at any time provided that (a) as
the Plan relates to each individual who is a Cavé&mecutive on the Effective Date, without such &ed Executives written consent, the Pl
may not be amended or terminated so as to redecantiount of the Severance Benefit or Retentionnitive payable to the Covered Executive
nor to restrict or reduce the Covered Executivéglglity for a Severance Benefit or Retention émtive, and (b) as the Plan relates to each
individual who first becomes a Covered Executivterathe Effective Date, (1) the Plan may be amermtd¢drminated before such individual
becomes a Covered Executive, and (2) after sughidhudl becomes a Covered Executive, without suckieBed Executive’s written consent,
the Plan may not be amended or terminated sor@slte the amount of the Severance Benefit anchRatelncentive payable to the Covered
Executive nor to restrict or reduce the Coveredchtiee’s eligibility for a Severance Benefit or Retion Incentive. Any amendment or
termination of the Plan will be in writing. Any &@h of the Company in amending or terminating thenRvill be taken in a non-fiduciary
capacity. Upon a Change in Control and following taceipt by all eligible Covered Executives of Retention Incentive provided for herein,
this Plan shall have no further force or effect.

12.Claims Procedure.Any employee or other person who believes he oisbatitled to any payment under the Plan may sua
claim in writing to the Administrator within nine®0) days of the earlier of (i) the date the clannlearned the amount of their Severance
Benefit or Retention Incentive under the Plan Qrtifie date the claimant learned that he or shenatlbe entitled to any benefits under the
Plan. If the claim is denied (in full or in parthe claimant will be provided a written notice eadping the specific reasons for the denial and
referring to the provisions of the Plan on which tfenial is based. The notice will also describeadditional information needed to support
the claim and the Plan’s procedures for appeatiegienial. The denial notice will be provided witinety (90) days after the claim is
received. If special circumstances require an exo@nof time (up to ninety (90) days), written metiof the extension will be given within the
initial ninety (90) day period. This notice of emton will indicate the special circumstances reggithe extension of time and the date by
which the Administrator expects to render its deci®n the claim.

13. Appeal Procedure.If the claimant’s claim is denied, the claimant Kis or her authorized representative) may applyriting
to the Administrator for a review of the decisicangling the claim. Review must be requested withity$60) days following the date the
claimant received the written notice of their cladenial or else the claimant loses the right toewwv The claimant (or representative) then has
the right to review and obtain copies of all docaiseand other information relevant to the claimpupequest and at no charge, and to submit
issues and comments in writing. The Administratdr pvovide written notice of his or her decision ceview within sixty (60) days after it
receives a review request. If additional time (@gikty (60) days) is needed to review the requhstclaimant (or representative) will be given
written notice of the reason for the delay. Thisceof extension will indicate the special circuarges requiring the extension of time and the
date by which the Administrator expects to
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render its decision. If the claim is denied (inl fad in part), the claimant will be provided a vieit notice explaining the specific reasons for the
denial and referring to the provisions of the Rdarnwhich the denial is based. The notice shall elslude a statement that the claimant will be
provided, upon request and free of charge, reasemabess to, and copies of, all documents and otfegmation relevant to the claim and a
statement regarding the claimant’s right to bringaation under Section 502(a) of ERISA.

14.Source of PaymentsAll Severance Benefits and Retention Incentives vélpaid in cash from the general funds of the gamy; no
separate fund will be established under the Plad tle Plan will have no assets. No right of amgpe to receive any payment under the Plan
will be any greater than the right of any othergr@hunsecured creditor of the Company.

15. Inalienability. In no event may any current or former employeéef€Company or any of its subsidiaries or affiliste, transfer,
anticipate, assign or otherwise dispose of anyt Bglinterest under the Plan. At no time will amgk right or interest be subject to the claim
creditors nor liable to attachment, execution tieotegal process.

16.No Enlargement of Employment RightsNeither the establishment or maintenance of the, Rlay amendment of the Plan, nor the
making of any benefit payment hereunder, will bestaued to confer upon any individual any righb&continued as an employee of the
Company. The Company expressly reserves the glistharge any of its employees at any time, witivithout cause. However, as
described in the Plan, a Covered Executive mayntidesl to Severance Benefits under the Plan ddpgngon the circumstances of his or her
termination of employment.

17.SuccessorsAny successor to the Company of all or substagtalllof the Company’s business and/or assets (venetirect or
indirect and whether by purchase, merger, condiidaliquidation or otherwise) will assume theightions under the Plan and agree
expressly to perform the obligations under the Riathe same manner and to the same extent asotim@&hy would be required to perform
such obligations in the absence of a successiaralFpurposes under the Plan, the term “Companil'imclude any successor to the
Company'’s business and/or assets which become bmutiek terms of the Plan by operation of law, threowise.

18. Applicable Law. The provisions of the Plan will be construed, adstéred and enforced in accordance with ERISA tmthe exten
applicable, the internal substantive laws of theteSof California (with the exception of its cooflof laws provisions).

19. Severability. If any provision of the Plan is held invalid or uferceable, its invalidity or unenforceability wilbt affect any other
provision of the Plan, and the Plan will be constrand enforced as if such provision had not beelnded.

20.Headings.Headings in this Plan document are for purposesfafence only and will not limit or otherwise affé¢he meaning herec

21.Indemnification. The Company hereby agrees to indemnify and holohlesss the officers and employees of the Comparty tlae
members of its boards of directors, from all
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losses, claims, costs or other liabilities aridirmgn their acts or omissions in connection with #aeninistration, amendment or termination of
the Plan, to the maximum extent permitted by applie law. This indemnity will cover all such liaki#s, including judgments, settlements and
costs of defense. The Company will provide thissmdity from its own funds to the extent that insum@ does not cover such liabilities. This
indemnity is in addition to and not in lieu of aother indemnity provided to such person by the Camyp

22. Additional Information.

Plan Name: Executive Severance and Retention Incentive

Plan Sponsor: Netflix, Inc.
970 University Avenut
Los Gatos, CA 9503

Identification Numbers: EIN: - 77-0467272
PLAN: 501

Plan Year: Calendar yea

Plan Administrator: Netflix, Inc.

Attention: Chief Talent Officel
970 University Avenut
Los Gatos, CA 9503

(408) 39¢-3700

Agent for Service of

Legal Process Netflix, Inc.
Attention: General Counse
970 University Avenuu
Los Gatos, CA 9503

(408) 39-3700

Service of process may also be made upon the RiarirAstrator.
Type of Plan Bonus Plan/Severance Plan/Employee Welfare BeRkfit
Plan Costs The cost of the Plan is paid by the Emplo
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23. Statement of ERISA Rights.
As a Covered Executive under the Plan, you hav@icetights and protections under ERISA:

(@) You may examine (without charge) all Plan doents, including any amendments and copies of alichents filed with the
U.S. Department of Labor, such as the Plan’s anmyalrt (IRS Form 5500). These documents are dtaifar your review in the Company’s
Human Resources Department.

(b) You may obtain copies of all Plan documents ather Plan information upon written request toPten Administrator. A
reasonable charge may be made for such copies.

In addition to creating rights for Covered ExecatiyERISA imposes duties upon the people who aporesible for the operation of the
Plan. The people who operate the Plan (called ¢fahies”) have a duty to do so prudently and inittterests of you and the other Covered
Executives. No one, including the Company or amgoperson, may fire you or otherwise discrimiregainst you in any way to prevent you
from obtaining a benefit under the Plan or exengjsiour rights under ERISA. If your claim for a seance benefit is denied, in whole or in
part, you must receive a written explanation ofréeeson for the denial. You have the right to héreedenial of your claim reviewed. (The
claim review procedure is explained in Sectiongdd@ 13 above.)

Under ERISA, there are steps you can take to eafibre above rights. For instance, if you requegerisds and do not receive them
within thirty (30) days, you may file suit in a fedl court. In such a case, the court may reqghigdPtan Administrator to provide the materials
and to pay you up to $110 a day until you recelerhaterials, unless the materials were not sexduse of reasons beyond the control of the
Plan Administrator. If you have a claim which ismésl or ignored, in whole or in part, you may leit in a state or federal court. If it should
happen that you are discriminated against for dageyour rights, you may seek assistance from.t& Department of Labor, or you may file
suit in a federal court.

In any case, the court will decide who will pay doeosts and legal fees. If you are successfulcthwet may order the person you have
sued to pay these costs and fees. If you losesai may order you to pay these costs and feegxmple, if it finds that your claim is
frivolous.

If you have any questions regarding the Plan, pleasitact the Plan Administrator. If you have angsjions about this statement or
about your rights under ERISA, you may contactrtbarest area office of the Employee Benefits SgcAdministration (formerly the Pensic
and Welfare Benefits Administration), U.S. Depantinef Labor, listed in your telephone directory tloe Division of Technical Assistance and
Inquiries, Employee Benefits Security AdministratidJ.S. Department of Labor, 200 Constitution AvenN.W. Washington, D.C. 20210.
You may also obtain certain publications about yrigiits and responsibilities under ERISA by callthg publications hotline of the Employee
Benefits Security Administration.
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24. Execution.

In Witness Whereof , the Company, by its duly authorized officer, bascuted this amended Plan on the date indicated/be

11

Netflix, Inc.

By /s/ DAvib HyYMAN

Title General Counsel
Date May 5, 200¢



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify that:
1. | have reviewed this Quarterly Report on ForrfL6f Netflix, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial statements
for external purposes in accordance with geneealepted accounting principles;

c) evaluated the effectiveness of the registeadiisclosure controls and procedures and presantas report our conclusions abr
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) disclosed in this report any change in the tegyig’'s internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registraridurth fiscal quarter in the case of an annyabre that has materially affected, or is reasopéikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors parsons performing the equivalent function):

a) all significant deficiencies and material weas®es in the design or operation of internal cortvel financial reporting which a
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Dated: May 7, 200! By: /'s/ REEDH ASTINGS

Reed Hastings
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Barry McCarthy, certify that:
1. | have reviewed this Quarterly Report on Forrf16f Netflix, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogdiand the preparation of financial statements
for external purposes in accordance with geneealbepted accounting principles;

c) evaluated the effectiveness of the registeadiisclosure controls and procedures and presantas report our conclusions abr
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) disclosed in this report any change in the tegyig’'s internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registraridurth fiscal quarter in the case of an annyabre that has materially affected, or is reasopéikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors parsons performing the equivalent function):

a) all significant deficiencies and material weas®es in the design or operation of internal cortvel financial reporting which a
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Dated: May 7, 200! By: /'s/ BARRY M c C ARTHY

Barry McCarthy
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Reed Hastings, certify, pursuant to 18 U.S.QtiBa 1350, as adopted pursuant to Section 90beoSarbanes-Oxley Act of 2002, that
the Quarterly Report on Form 10-Q of Netflix, Ifiar the quarter ended March 31, 2009 fully compliéth the requirements of Section 13(a)
or 15(d) of the Securities Exchange Act of 1934 #rad information contained in such report fairhggents, in all material respects, the
financial condition and results of operations otflibe Inc.

Dated: May 7, 2009 By: /'s/ REEDH ASTINGS

Reed Hastings
Chief Executive Officer

I, Barry McCarthy, certify, pursuant to 18 U.S.@c8on 1350, as adopted pursuant to Section 9@itedbarbanes-Oxley Act of 2002,
that the Quarterly Report on Form 10-Q of Netflixg. for the quarter ended March 31, 2009 fully plies with the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such reportygiresents, in all material respects, the
financial condition and results of operations otflibe Inc.

Dated: May 7, 2009 By: I's/ _BARRY M cC ARTHY

Barry McCarthy
Chief Financial Officer




