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Company Overview

« Netflix, Inc. (NFLX)

« Founded in 1997

- Corporate HQ: Los Gatos, CA

- IPO: May 29, 2002 - NASDAQ

“*Leader and first mover in realm of
internet video streaming,
electronically delivered TV shows,
movies, original content and
monthly DVD subscriptions™
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Industry Analysis

DP growth of EL Japan and the United States,

—4—EU28 —8=IP

Annual Revenue Comparison Per Quarter ('09 thru '14)

1600
1400
1200
1000 e 2009
800 =l 2010

20
600 011

Revenue (Smillions)

i 2012

400
200
0

Quarter

TheCaseSolutions.com




Competitive Analysis

TheCaseSolutions.com




Corporate Governance
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- Email address available to which
stockholders may send commmunications

How Effective is the Board?

- No established formal claw back policy
regarding executive incentive pay

- Failed to disclose target objectives for
CEO

- Weak ability to align executives' interests
with long-term value creation

- Pay is below the median

...........

Other Issues
« Entrenched board
- Over-boarded Directors
- Expense Recognition
- Asset-Liability Valuation




Capital Structure
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- High cash balances in excess of total
funded debt

- Fund new operations with use of
internally generated funds from existing
earnings

- Ended 2014 with $1.6 billion in cash and equivalents
& long-term debt of $900 million
« Raised $1.5 billion in senior notes in two tranches

(Feb. 2015)

- Maintains off-balance sheet content commitments
for program licensing estimated between $3.5 and
$6 million

- Total reported liabilities in 2014 were $5.2 million



Valuation
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Beta

Covariance of the share price index value
Beta = =179
Variance stock value 5/29/2002 - 12/31/14

10 YR US. T Bond yield = 2.17%
Market risk premium S & P 500 = 7.5%

Rce = Rf + Beta * (Rm - Rf)

Ree = 0217 + 1.79%(.075 - .O217) = N.74%

WACC

WACC = Wd * Rd * (1-tax rate) + Wce * Rce

Wd = 4.20% (weight of debt outstanding)
Wee = 95.80% (weight of common equity)
Rd = 5.54% (weighted average of debt notes

WACC = 0.0420 * 0.0554 *(1- 0.35) + 0.9580 " 0.1174

WACC = 11.40%

Free Cash Flow
Forecasted Sales Growth = 23.5% vs. 7%

Total Enterprise Value: Approx. $29.5B

2014 Valuation: $464.43 @ 60 million shares

2014 Actual Stock Price: $341.61



