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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 September 30, 2009

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File No.: 000-50171

TRAVELZOO INC.

(Exact name of registrant as specified in its @rart

DELAWARE 36-4415727
(Sate or other jurisdiction of (I.R.S employer
incorporation or organization) identification no.)
590 Madison Avenue, 37th Floor 10022
New York, New York (Zip code)

(Address of principal executive offices)

Registrant’s telephone number, including area c(®i2) 484-4900

Indicate by check mark whether the regist(ahtas filed all reports required to be filed bgc8on 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastags. Ye NoO

Indicate by check mark whether the registhast submitted electronically and posted on its @@te Web site, if any, every Interactive C
File required to be submitted and posted pursuaRiuie 405 of regulation S-T during the precedi@grionths (or for such shorter period that
the registrant was required to submit and post §iled). YesO NoO

Indicate by check mark whether the registrsuatlarge accelerated filer, an accelerated filerpn-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filed Accelerated filel Non-accelerated filed Smaller reporting compar
(Do not check if a smaller reporting compée
Indicate by check mark whether the registigat shell company (as defined in Rule 12b-2 ofkehange Act). YeEl NoM

The number of shares of Travelzoo common stat&tanding as of November 5, 2009 was 16,4435828es.
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Item 1. Financial Statements

PART I—FINANCIAL INFORMATION

TRAVELZOO INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In thousands, except par value)
September 3C December 31
2009 2008
ASSETS
Current assett
Cash and cash equivale! $ 15,69 $ 14,17¢
Accounts receivable, less allowance for doubtfabanits of $617 and $357 as of September 30, 2009
and December 31, 2008, respectiv 11,77: 11,397
Deposits 27C 18t
Prepaid expenses and other current a: 2,04¢ 2,35¢
Deferred income taxe 1,08¢ 1,08¢
Assets held for sal 1,05( 831
Total current asse 31,92: 30,03:
Deposits, less current portis 302 292
Restricted cas 87t 87t
Property and equipment, r 4,16 4,10(
Intangible assets, n 1,50¢ 18
Total asset $ 38,77 $ 35,32
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 7,40¢ $ 643«
Accrued expense 4,08¢ 3,91:
Deferred revenu 83€ 66€
Deferred ren 12¢ 101
Liabilities related to assets held for s 1,49¢ 1,281
Total current liabilities 13,96( 12,39¢
Deferred tax liabilitie— long-term 46E 465
Long-term tax liabilities 91¢ 90C
Deferred rent, less current porti 65¢ 79¢
Commitments and contingenci
Stockholder equity:
Common stock, $0.01 par value (40,000 shares am#thrl6,444 and 14,285 shares issued and
outstanding as of September 30, 2009 and Decenih@088, respectively 164 142
Additional paic-in capital 2,322 18t
Retained earning 21,674 21,828
Accumulated other comprehensive i (1,38¢) (1,38¢)
Total stockholder equity 22,77 20,76:
Total liabilities and stockholde’ equity $ 38,77« $ 35,320

See accompanying notes to unaudited condensedlictaed financial statements.
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TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except per share amounts)

Three Months Ended September 3( Nine Months Ended September 3(
2009 2008 2009 2008
Revenue! $ 23,57¢ $ 18,60( $ 70,19 $ 61,207
Cost of revenue 1,46¢ 81¢ 4,14( 1,93¢
Gross profit 22,11; 17,78! 66,05¢ 59,27:
Operating expense
Sales and marketir 13,43: 10,32¢ 37,45( 32,69¢
General and administrati\ 6,39¢ 5,48( 18,42( 15,66:
Total operating expens: 19,83: 15,80¢ 55,87( 48,35¢
Operating income from continuing operatic 2,28( 1,97¢ 10,18« 10,91¢
Other income and expens
Interest incom: 8 59 40 26€
Gain (loss) on foreign current 32(C (69) 17 70
Income from continuing operations before incomest 2,60¢ 1,96¢ 10,24 11,25
Income taxe: 1,30¢ 1,451 5,292 7,064
Income from continuing operatiol 1,30( 514 4,94¢ 4,18
Loss from discontinued operations, net of (1,599 (2,309 (5,097 (8,17%)
Net loss $ (299 $ (1,789 $ (149 $ (3,989
Basic net income (loss) per share frc
Continuing operation $ 0.0¢ $ 0.04 $ 0.3 $ 0.2¢
Discontinued operatior $ (0.10 $ (016 $ (0.3)) $ (0.57)
Net loss per shai $ (0.0 $ (0139 $ (0.0)) $ (0.29)
Diluted net income (loss) per share frc
Continuing operation $ 0.0¢ $ 0.0: $ 0.3C $ 0.2¢
Discontinued operatior $ (0.20 $ (019 $ (0.3) $ (0.50
Net loss per shal $ (0.09 $ (011 $ (0.0)) $ (0.2
Shares used in computing basic net income (loss3tzere 16,44« 14,28t 16,39¢ 14,26¢
Shares used in computing diluted net income (Ipsskhare 16,45: 16,16¢ 16,41 16,22(

See accompanying notes to unaudited condensedlictated financial statements.
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TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Depreciation and amortizatic
Provision for losses on accounts receivi
Tax benefit from exercise of stock optic
Net foreign currency effe
Changes in operating assets and liabilit
Accounts receivabl
Deposits
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Deferred revenu
Deferred ren
Other nol-current liabilities
Net cash provided by (used in) operating activi
Cash flows from investing activities:
Purchases of property and equipm
Restricted cas
Purchases of intangible ass
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from exercise of stock optir
Tax benefit from exercise of stock optic
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casaénts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Supplemental disclosure of cash flow informati
Cash paid for income taxes, net of refunds rece

Nine Months Ended September 3(

2009
$ (149

1,45
302

(17)
(76€)
(79
422
1,60(
(101)
152
(127)
19
2,71¢
(1,609)

g1,7€0
(3,366)

2,15¢

2,15¢
6
1,51¢
14,17¢

$ 15,69

$ 4,732

See accompanying notes to unaudited condensedlictaied financial statements.
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2008
$ (3,989

40¢
244
(110)

(579)
1
(510)
62¢
36
25C
84¢€

(376)
(2,816

(2,95))
(875)

(3,826)

75
11C

18¢
(345)
(6,80%)
22,64

$ 15,83¢

$ 7,34:
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TRAVELZOO INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1: The Company and Basis of Presentation

Travelzoo Inc. (the “Company” or “Travelzoa$)a global Internet media company. Travelzoo’ssiois is to provide its subscribers and
users with the highest quality information on ocamsting deals in travel and entertainment. Our pakitbtns and products include theavel zoo
Web sites (www.travelzoo.com, www.travelzoo.ca, wivawelzoo.co.uk, www.travelzoo.de, www.travelzap www.travelzoo.fr, among
others), thelravelzoo Top 20 e-mail newsletter, thBewsflash e-mail alert service, thBuper Search pay-per-click travel search tool, and the
Travelzoo Network , a network of third-party Web sites that list ehdeals published by Travelzoo. We also opefgeom, a travel search
engine that allows users to quickly and easily fimel best prices on flights from hundreds of a@dirand online travel agencies.

Starting November 1, 2009, theavelzoo Web sites in Asia Pacific (cn.travelzoo.com, wwewglzo0.co.jp, www.travelzoo.com.au,
www.travelzoo.com.hk, www.travelzoo.com.tw, amortigess), theTravel zoo Top 20 e-mail newsletters in Asia Pacific and tHewsflash e-
mail alert service in Asia Pacific are publishedTogvelzoo (Asia) Limited and Travelzoo Japan Kwholly owned subsidiaries of Azzurro
Capital Inc., under a license agreement with then@any.

Travelzoo is controlled by Ralph Bartel, whadchbeneficially approximately 66.3% of the outslisny shares as of November 1, 2009.

The accompanying unaudited condensed consafideancial statements have been prepared bgdhepany in accordance with the rules
and regulations of the U.S. Securities and Exch&@uaamission (SEC). Certain information and footrdiselosures normally included in
consolidated financial statements prepared in @ecare with generally accepted accounting principléke United States of America have
been condensed or omitted in accordance with auek and regulations. In the opinion of managentaetaccompanying unaudited
condensed consolidated financial statements redleatjustments, consisting only of normal recugradjustments, necessary to present fairly
the financial position of the Company, and its hssof operations and cash flows. These condensesotidated financial statements should be
read in conjunction with the Company’s audited odidated financial statements and related notex aad for the year ended December 31,
2008, included in the Company’s Form 10-K filediwihe SEC on March 16, 2009.

The condensed consolidated financial statesriantude the accounts of the Company and its wkmAined subsidiaries. All significant
intercompany accounts and transactions have berimated in consolidation. All foreign subsidiariese the local currency of their respective
countries as their functional currency. Assets lafilities are translated into U.S. dollars atlexege rates prevailing at the balance sheet |
Revenues, costs and expenses are translated Btatllars at average exchange rates for the period

The results of operations for the three ameé mionths ended September 30, 2009 are not neibessdicative of the results that may be
expected for the year ending December 31, 200@ypother future period, and the Company makes presentations related thereto.

Certain prior period amounts have been reifled4o conform to current year presentation. $ipeadly , $335,000 for the nine month peri
ended September 30, 2008 has been reclassifiedcwstrof revenues to general and administrativers@. These amounts are primarily costs
associated with salary and benefits for softwarelbpers and professional services related to soéwevelopment. Additionally, as descril
in Note 14, “Assets Held for Sale and Discontin@ggkrations”, the Company has classified the firglneisults of its Asia Pacific operating
segment as discontinued operations for all penwdsented due to the sale of the assets of itsPesidic subsidiaries, which constituted the
Company’s Asia Pacific operating segment, to Traael(Asia) Limited and Travelzoo Japan K.K., whathwned subsidiaries of Azzurro
Capital Inc. The assets sold to and liabilitiesiassd by Travelzoo (Asia) Limited and Travelzoo JafeK. are classified as assets held for
and liabilities related to assets held for saléhenbalance sheet. The notes to the Company’s itedumbndensed consolidated financial
statements relate to continuing operations onligssmotherwise indicated.

As described in Note 15, “Subsequent Everstshsequent events have been evaluated througbpbg issuance date, November 9, 2009.

6




Table of Contents

The Company was formed as a result of a coatioim and merger of entities founded by the Com{zamgjority stockholder, Ralph Bartel.
In 1998, Mr. Bartel founded Travelzoo.com Corpamatia Bahamas corporation, which issued 5,155,B8&¥es via the Internet to
approximately 700,000 “Netsurfer stockholders”fiorcash consideration. In 1998, Mr. Bartel alsmfted Silicon Channels Corporation, a
California corporation, to operate tfieavelzoo Web site. During 2001, Travelzoo Inc. was forme@ asibsidiary of Travelzoo.com
Corporation, and Mr. Bartel contributed all of tngtstanding shares of Silicon Channels Corpordtiofravelzoo Inc. in exchange for
8,129,273 shares of Travelzoo Inc. and optionstpuiae an additional 2,158,349 shares at $1.00Bdrtel exercised these options in
January 2009.

During January 2001, the Board of Director§ @fvelzoo.com Corporation proposed that Travetzmo. Corporation be merged with
Travelzoo Inc. whereby Travelzoo Inc. would be sheviving entity. On March 15, 2002, the stockhoddef Travelzoo.com Corporation
approved the merger with Travelzoo Inc. On Apri] 2602, the certificate of merger was filed in Dredae upon which the merger became
effective and Travelzoo.com Corporation ceaseist.eEach outstanding share of common stock o¥dlzo.com Corporation was conver
into the right to receive one share of common stfckravelzoo Inc. Under and subject to the terfnthe merger agreement, stockholders v
allowed a period of two years following the effgetidate of the merger to receive shares of Trawedizo. The records of Travelzoo.com
Corporation showed that, assuming all of the shapgdied for by the Netsurfer stockholders wereédhalissued, there were 11,295,874 shares
of Travelzoo.com Corporation outstanding. As of iRpB, 2004, two years following the effective dafethe merger, 7,180,342 shares of
Travelzoo.com Corporation had been exchanged fimestof Travelzoo Inc. Prior to that date, the ri@ing shares which were available for
issuance pursuant to the merger agreement weragatlin the issued and outstanding common sto@kadelzoo Inc. and included in the
calculation of basic and diluted earnings per shafter April 25, 2004, the Company ceased issuhgres to the former stockholders of
Travelzoo.com Corporation, and no additional shareseserved for issuance to any former stockineldecause their right to receive shares
has now expired. On April 25, 2004, the numberhaires reported as outstanding was reduced fron28947 to 15,309,615 to reflect actual
shares issued as of the expiration date. Earniegshare calculations reflect this reduction ofribenber of shares reported as outstanding. As
of September 30, 2009, there were 16,443,828 sbam@snmon stock outstanding.

It is possible that claims may be asserteihaggthe Company in the future by former stockhddsf Travelzoo.com Corporation seeking to
receive shares in the Company, whether based taina that the two-year deadline for exchangingrtBbares was unenforceable or otherwise.
In addition, one or more jurisdictions, includifgetBahamas or the State of Delaware, may asshtsiig unclaimed shares of the Company
under escheat statutes. If such escheat clainmesaested, the Company intends to challenge thécappity of escheat rights, in that, among
other reasons, the identity, residency, and eligilmf the holders in question cannot be determiréhere were certain conditions applicable to
the issuance of shares to the Netsurfer stockhmldeiuding requirements that (i) they be at |d&syears of age, (ii) they be residents of the
U.S. or Canada, and (iii) they not apply for shanese than once. The Netsurfer stockholders wemeired to confirm their compliance with
these conditions, and were advised that failuietaply could result in cancellation of their share$ravelzoo.com Corporation.
Travelzoo.com Corporation was not able to verifgttthe applicants met the requirements referretbtwe at the time of their applications for
issuance of shares. If claims are asserted by peidaiming to be former stockholders of Travelzom Corporation, the Company intends to
assert that their rights to receive their shargéred two years following the effective date of therger, as provided in the merger agreement.
The Company also expects to take the positiorsdheat or similar claims are asserted in respettteofinissued shares in the future, that it is
not required to issue such shares. Further, evéwdre established that unissued shares wereduioj escheat claims, the Company would
assert that the claimant must establish that tiggnat Netsurfer stockholders complied with the ditions to issuance of their shares. The
Company is not able to predict the outcome of ayré claims which might be asserted relating éouhissued shares. If such claims were
asserted, and were fully successful, that couldltr@sthe Company being required to issue up tadditional approximately 4,068,000 shares
of common stock for no additional payment.

On October 15, 2004, the Company announcedgram under which it would make cash paymentstipfe who establish that they were
former stockholders of Travelzoo.com Corporatiord &ho failed to submit requests to convert thie@rss into shares of Travelzoo Inc. wit
the required time period. The accompanying condeneasolidated financial statements include a ahargeneral and administrative
expenses of $3,000 for these cash payments faritlkemonths ended September 30, 2009. The totabédisis program is not reliably
estimable because it is based on the ultimate nuofhalid requests received and future levelshef€ompany’s common stock price. The
Company’s common stock price affects the liabitigcause the amount of cash payments under thegpnagrbased in part on the recent level
of the stock price at the date valid requests @ceived. The Company does not know how many oféfaests for shares originally receivec
Travelzoo.com Corporation in 1998 were valid, e Company believes that only a portion of sucluests were valid. As noted above, in
order to receive payment under the program, a pesskeequired to establish that such person valiglg shares in Travelzoo.com Corporation.
Assuming 100% of the requests from 1998 were védigmer stockholders of Travelzoo.com Corporatiolding an additional approximately
4,068,000 shares had not submitted claims undepritggam as of September 30, 2009.
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Note 2: Revenue Recognition

All revenue consists of advertising sales. éutiging insertions are either sold by fixed-feemagements or sold by variable-fee
arrangements.

The Company recognizes revenues in accordaitibeSecurities and Exchange Commission Staff Aotiog Bulletin (“SAB”) No. 104,
“Revenue Recognition.” Advertising revenues aregeized in the period in which the advertisemenlisplayed, provided that evidence of an
arrangement exists, the fees are fixed or detetvénand collection of the resulting receivablesiasonably assured.

Where collectibility is not reasonably assyitkeé revenue will be recognized upon cash cobectprovided that the other criteria for
revenue recognition have been met. The Companygnéoes revenue for fixed-fee advertising arrangemeatably over the term of the
insertion order as described below, with the exoepif Travelzoo Top 20 or Newsflash insertions, which are recognized upon delivery. The
majority of insertion orders have terms that begid end in a quarterly reporting period. In theesaghere at the end of a quarterly reporting
period the term of an insertion order is not cortgglehe Company recognizes revenue for the perqard-rating the total arrangement fee to
revenue and deferred revenue based on a measprepoitionate performance of its obligation under insertion order. The Company
measures proportionate performance by the numbgiaoéments delivered and undelivered as of thertielg date. The Company uses prices
stated on its internal rate card for measuringvtiiee of delivered and undelivered placements. Fegriable-fee advertising arrangements
are recognized based on the number of impressispkaged, number of clicks delivered, or numbereférrals generated during the period.

Under these policies, no revenue is recognizeelss persuasive evidence of an arrangemensgedadtvery has occurred, the fee is fixed or
determinable, and collection is deemed reasonasyrad. The Company evaluates each of these aritgfiollows:

» Evidence of an arrangement. The Company considers an insertion order signethdyglient or its agency to be evidence o
arrangement

» Delivery. Delivery is considered to occur when the advergidias been displayed and, if applicable, the dlitkughs have been
delivered.

» Fixed or determinable fee. The Company considers the fee to be fixed or detente if the fee is not subject to refund or atfjuent ani
payment terms are standa

» Collection is deemed reasonably assured. Collection is deemed reasonably assured if it eeted that the client will be able to pay
amounts under the arrangement as payments becam# dus determined that collection is not remably assured, then revenue is
deferred and recognized upon cash collection. Ctidle is deemed not reasonably assured when & diperceived to be in financial
distress, which may be evidenced by weak indusingditions, a bankruptcy filing, or previously bidl@amounts that are past d

The Company’s standard payment terms are 28 migt. Insertion orders that include fixed-feeeatiging are invoiced upon acceptance of
the insertion order and on the first day of eacimtmaver the term of the insertion order, with éxeeption ofTravelzoo Top 20 or Newsflash
insertions, which are primarily invoiced upon deliy. Insertion orders that include varialide advertising are invoiced at the end of the
The Company'’s standard terms state that in thetekiahTravelzoo fails to publish advertisementsgecified in the insertion order, the
liability of Travelzoo to the client shall be lireitl to, at Travelzoo’s sole discretion, a pro rafand of the advertising fee, the placement of the
advertisements at a later time in a comparabldiposor the extension of the term of the insertioder until the advertising is fully delivered.
The Company believes that no significant obligatierist after the full delivery of advertising.

Revenue from advertising sold to clients tigtoagencies is reported at the net amount billedg@gency.

Note 3: Recent Accounting Standards

In September 2006, the Financial Accountiren8ards Board (“FASB”) issued a new accountingdsaeshwhich establishes a framework
for measuring the fair value of assets and lidegitThis framework is intended to provide increbsensistency in how fair value
determinations are made under various existinguatoty standards which permit, or in some casesiregestimates of fair market value. The
new accounting standard became effective for figeats beginning after November 15, 2007, andimtperiods within those fiscal years.
Effective January 1, 2009, the Company adoptedraaneounting standard which delayed the
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effective date of fair value measurement for alh#fimancial assets and non-financial liabilitiescept those recognized or disclosed at fair
value in the financial statements on a recurringjihauntil the beginning of the first quarter afdal 2009. The adoption of the new accounting
standard did not have a material impact on the Gmy's consolidated results of operations or finahocondition.

Effective January 1, 2009, the Company adoatedw accounting standard relating to determinatiche useful life of intangible assets,
which amends the factors an entity should considdeveloping renewal or extension assumptions usddtermining the useful life of
recognized intangible assets. This guidance appliespectively to intangible assets that are aeguindividually or with a group of other
assets in business combinations and asset acoussitinder this new accounting standard, entitigishvestimate the useful life of a
recognized intangible asset must consider thefofical experience in renewing or extending simédemrangements or, in the absence of
historical experience, must consider assumptioasrttarket participants would use about renewaktaresion. The adoption of this new
accounting standard did not have an impact on tiragany’s consolidated results of operations omfiiea condition.

In April 2009, the FASB issued a new accoupstandard relating to interim disclosures aboutMaue of financial instruments, which
requires an entity to provide interim disclosurbeu the fair value of all financial instrumentsiao include disclosures related to the methods
and significant assumptions used in estimatinggliostruments. This new accounting standard was&fe for interim and annual periods
ending after June 15, 2009. The adoption of thig aecounting standard did not have a material impat¢he Company’s consolidated results
of operations or financial condition.

In May 2009, the FASB issued a new accourgtagdard relating to subsequent events, whicHestgfe for interim and annual periods
ending after June 15, 2009. This new account stdridantended to establish general standardsadwating for and disclosure of events that
occur after the balance sheet date but beforediabstatements are issued or are available taseed. It requires the disclosure of the date
through which an entity has evaluated subsequeatttevand the basis for that date—that is, whetiardate represents the date the financial
statements were issued or were available to bedsdthis disclosure should alert all users of feiabhstatements that an entity has not
evaluated subsequent events after that date isethef financial statements being presented. Itiquéar, this new accounting standard sets
forth the period after the balance sheet date dwihich management of a reporting entity shouldwata events or transactions that may o
for potential recognition or disclosure in the ficéal statements and the circumstances under vemantity should recognize events or
transactions occurring after the balance sheetidat® financial statements. Effective June 3M2the Company adopted this new accounting
standard. The adoption of this standard did noetamnaterial impact on the Company’s consolida¢sdlts of operations or financial
condition.

In June 2009, the FASB issued a new accoustimgdard that changes the consolidation modeldidable interest entities, which is
effective for interim and annual reporting periddginning after November 15, 2009. Earlier adopisoprohibited. The new accounting
standard requires a company to perform qualitatiedysis when determining whether it must constdidavariable interest entity and ongoing
reassessments to determine if a company must édatoh variable interest entity. The new accognsitandard also requires a company to
provide additional disclosures about its involvemsith variable interest entities, any significahianges in risk exposure due to that
involvement and how its involvement with a varialmiterest entity affects the company’s financiatsments. A company will also be required
to disclose any significant judgments and assumgptinade in determining whether it must consolidatariable interest entity. The Company
does not expect the adoption of this new accourdiagdard to have a material impact on its conat@idiresults of operations or financial
condition.
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In August, 2009, the FASB issued a new acdngrstandard update regarding the measuremerdhifiies at fair value. This accounting
standard update provides techniques to be useéasuming the fair value of a liability in circumstas in which a quoted price in an active
market for the identical liability is not availabl€his accounting standard update is effective posvely for all interim and annual reporting
periods upon issuance. Effective August 2009, thm@any adopted this new accounting standard up@headoption of this new accounting
standard update did not have a material impacherCompany’s consolidated results of operatiorfshancial condition.

In September 2009, the FASB issued a new aticgustandard update for revenue recognition witlitiple deliverables. The new
accounting standard update defines when individaliverables included in a multiple-element arranget may be treated as separate units of
accounting. The update primarily provides two digant changes: 1) eliminates the need for objectind reliable evidence of the fair value
the undelivered element in order for a deliveredito be treated as a separate unit of accouraith?) eliminates the residual method to
allocate the arrangement consideration. In additioe update also expands the disclosure requirsni@nrevenue recognition. The new
accounting standard update will be effective fer finst annual reporting period beginning on oeaftune 15, 2010, with early adoption
permitted provided that the revised guidance imastively applied to the beginning of the yeaadbption. The Company is currently
assessing the future impact of this new accourdiagdard update to its consolidated results ofatjwers or financial condition.

Note 4: Financial Instruments

Carrying amounts of certain of the Companinafcial instruments including accounts receivahteounts payable, and accrued expenses
approximate their fair value because of their shwaturities.

At September 30, 2009, restricted cash catbist a certificate of deposit for $875,000 sendsgeollateral for a standby letter of credit for
the security deposit of our corporate headquar@ash equivalents consist of highly liquid investitsenith remaining maturities of three
months or less on the date of purchase held in ynoraket funds. The Company believes that the gagrgmounts of these financial assets
a reasonable estimate of their fair value. Thevalue of these financial assets was determinedyubie following inputs at September 30, 2
(in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices ir Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
Money market fund $11,43: $ 11,43: $ — $ —
Total $11,43: $ 11,43 $ — $ —

Note 5: Internal-Use Software and Web Site Developent

The Company includes in fixed assets the ahpétd cost of internal-use software and Web steetbpment, including software used to
upgrade and enhance its Web site and processesringpghe Company business. Costs incurred in the planning stadeparating stage a
expensed as incurred while costs incurred in tipdicgdion development stage and infrastructure bgreent stage are capitalized, assuming
such costs are deemed to be recoverable.

As of September 30, 2009 and December 31,,2008apitalized internal-use software and Web dévelopment costs, net of accumulated
amortization, were $1.0 million and $1.3 millioespectively. For the three months ended Septenthe0®9 and 2008, the Company recol
amortization of capitalized internal-use softwand &Veb site development costs of $110,000 and f86pectively. For the nine months ended
September 30, 2009 and 2008, the Company recordediaation of capitalized internal-use software &deb site development costs of
$299,000 and $-0-, respectively.
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Note 6: Intangible Assets

Intangible assets consist of the following (in thands):

September 3C December 31
2009 2008
Acquired amortizable intangible asse
Internet domain name $ 2,141 $ 381
Less accumulated amortizati 632 362
Total $ 1,50¢ $ 18

Intangible assets have a useful life of fieans. Amortization expense was $89,000 and $2@0thé three months ended September 30,
2009 and 2008, respectively, and $270,000 and $F@Che nine months ended September 30, 2002608, respectively.

In January 2009, the Company purchased theofly domain name for $1.8 million.

Future expected amortization expense relatéutangible assets at September 30, 2009 is lmsv®(in thousands):

2009 $ 8¢
2010 35¢
2011 357
2012 352
2013 352

$ 1,50¢

The expected amortization expense is an eimatual amounts of amortization expense mayedfifom estimated amounts due to
additional intangible asset acquisitions, impairtrifrintangible assets, accelerated amortizationtahgible assets and other events.

Note 7: Certain Risks and Uncertainties

The Company'’s cash, cash equivalents and atsoeceivable are potentially subject to conceiotneof credit risk. Cash and cash
equivalents are placed with financial institutiahat management believes are of high credit quallitg accounts receivable are derived from
revenue earned from customers located in the Wi&Girdernationally.

The Company maintains an allowance for doulatfaounts based upon its historical experieneeatie of the receivable and customer
specific information. Determining appropriate allnwees for these losses is an inherently uncertaiteps, and ultimate losses may vary from
the current estimates. The allowance for doubifabants was $617,000 and $357,000 at Septemb@080,and December 31, 2008,
respectively.
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Note 8: Stock-Based Compensation and Stock Options

In October 2001, the Company granted to e&ectdr fully vested and exercisable options tocpase 30,000 shares of common stock with
an exercise price of $2.00 per share for theirisesvas a director in 2000 and 2001. A total of,@Q0 options were granted. The options ex
in October 2011. 150,000 options were exercisethduhe year ended December 31, 2005, 17,275 apti@ne exercised during the year
ended December 31, 2006, and 30,000 options wereisgd during the year ended December 31, 2008f Agptember 30, 2009, 12,725 of
these options are vested and remain outstanding.

In March 2002, Travelzoo Inc. granted to edichctor options to purchase 5,000 shares of comstark with an exercise price of $3.00 per
share that vested in connection with their servasea director in 2002. A total of 35,000 optioreyevgranted. The options expire in March
2012. In October 2002, 1,411 options were cancelfh the resignation of a director. 23,589 optiwese exercised during the year ended
December 31, 2004 and 5,000 options were exerdigedg the year ended December 31, 2008. As ofeBaper 30, 2009, 5,000 of these
options are vested and remain outstanding.

The Company did not record any stock-basedoemsation for the nine months ended September0®® 2nd 2008. In addition, all
previously issued options vested prior to Janua00D3.

In January 2009, 2,158,349 options were egedcat $1.00 per share. As described in Note $etbptions were granted in 2001 as part of
the combination and merger of entities foundedhgy@ompany’s majority stockholder, Ralph Bartel.

Option activity as of September 30, 2009 amahges during the nine months ended Septembe0B89,\#ere as follows:

Weighted- Weighted-
Average Average
Exercise Remaining Aggregate
Shares Price Contractual Life Intrinsic Value
(in thousands)
Outstanding at December 31, 2( 2,176,07 $ 1.0¢
Options exercise (2,158,34) $ 1.0C
Outstanding at September 30, 2( 17,72¢ $ 2.2¢ 2.20 year: $ 21C
Exercisable and fully vested at September 30, : 17,72t $ 2.2¢ 2.20 year: $ 21C

The aggregate intrinsic value in the tablevab@presents the total pretax intrinsic value (ifierence between the Company'’s closing
stock price on the last trading day of the thirdumer of fiscal 2009 and the exercise price, mlidgpby the number of in-the-money options)
that would have been received by the option holtdadsall option holders exercised their optionsseptember 30, 2009. This amount changes
based upon the fair market value of the Compartg'sks The Company’s policy is to issue shares fitsnauthorized shares to fulfill stock
option exercises.
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Note 9: Net Income (Loss) Per Share

Basic net income (loss) per share is compusét the weighted-average number of common slartssanding for the period. Diluted net
income (loss) per share is computed by adjustisgubighted-average number of common shares ouistafat the effect of dilutive potential
common shares outstanding during the period. Hatextmmon shares included in the diluted calcatatonsist of incremental shares issu.
upon the exercise of outstanding stock optionsutatied using the treasury stock method.

The following table sets forth the calculatimrbasic and diluted net income (loss) per shiarthpusands, except per share amounts):

Three Months Ended Nine Months Ended
September 30 September 30
2009 2008 2009 2008
Net income (loss)
Income from continuing operations, net of $ 1,30( $ 514 $ 4,94¢ $ 4,187
Loss from discontinued operations, net of (1,599 (2,309 (5,099 (8,17%)
Net loss $ (299 $ (1,789 $ (149 $ (3,989
Weighted average common share 16,44+ 14,28¢ 16,39¢ 14,26¢
Diluted weighted average common share 16,45: 16,16¢ 16,41 16,22(
Basic net income (loss) per share fromn
Continuing operation $ 0.0¢ $ 0.0¢ $ 0.3 $ 0.2¢
Discontinued operatior (0.10 (0.1¢) (0.31) (0.5%)
Net loss $ (0.09) $ (0.19) $ (0.0)) $ (0.29)
Diluted net income (loss) per share from
Continuing operation $ 0.0¢ $ 0.0¢ $ 0.3c $ 0.2¢
Discontinued operatior (0.10 (0.19 (0.31) (0.50
Net loss $ (0.09) $ (0.1) $ (0.0) $ (0.29)

Note 10: Commitments and Contingencies

The Company leases office space in Canadac€r&ermany, Spain, the U.K., and the U.S. underatiing leases which expire between
December 31, 2009 and January 31, 2014. The futimienum lease payments under these operating leasesSeptember 30, 2009 total
$10.9 million. The future lease payments consistlg017,000 due in 2009, $3,440,000 due in 2013682000 due in 2011, $2,033,000 due in
2012 and $2,085,000 thereafter.

It is possible that claims may be assertednagthe Company in the future by former stockhoddef Travelzoo.com Corporation seeking to
receive shares in the Company, whether based taina that the two-year deadline for exchangingrtBbares was unenforceable or otherwise.
In addition, one or more jurisdictions, includingetBahamas or the State of Delaware, may asshts itig unclaimed shares of the Company
under escheat statutes. If such escheat claimesaested, the Company intends to challenge thécappity of escheat rights, in that, among
other reasons, the identity, residency, and eligitif the holders in question cannot be deterrdirEhere were certain conditions applicable to
the issuance of shares to the Netsurfer stockhmlderiuding requirements that (i) they be at Ida@syears of age, (ii) they be residents of the
U.S. or Canada, and (iii) they not apply for shanese than once. The Netsurfer stockholders wemeired to confirm their compliance with
these conditions, and were advised that failutaply could result in cancellation of their share3ravelzoo.com Corporation.
Travelzoo.com Corporation was not able to verifgttthe applicants met the requirements referredbtwe at the time of their applications for
issuance of shares. If claims are asserted by peidaiming to be former stockholders of Travelzom Corporation, the Company intends to
assert that their rights to receive their shargsred two years following the effective date of therger, as provided in the merger agreement.
The Company also expects to take the positiorsdheat or similar claims are asserted in respeitteofinissued shares in the future, that it is
not required to issue such shares. Further, eviewdre established that unissued shares wereuioj escheat claims, the Company would
assert that the claimant must establish that tiggnat Netsurfer stockholders complied with the @ibions to issuance of their shares. The
Company is not able to predict the outcome of anyré claims which might be asserted relating &ouhissued shares. If
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such claims were asserted, and were fully succesiséu could result in the Company being requiedssue up to an additional approximately
4,068,000 shares of common stock for no additipagment.

On October 15, 2004, the Company announcedgrgm under which it would make cash paymentstipfe who establish that they were
former stockholders of Travelzoo.com Corporatiord ho failed to submit requests to convert thieares into shares of Travelzoo Inc. wit
the required time period. The accompanying condeneasolidated financial statements include a ahargeneral and administrative
expenses of $3,000 for these cash payments fanitleemonths ended September 30, 2009. The totabédisis program is not reliably
estimable because it is based on the ultimate nuofhalid requests received and future levelshef€ompany’s common stock price. The
Company’s common stock price affects the liabitigcause the amount of cash payments under thegpnagrbased in part on the recent level
of the stock price at the date valid requests eceived. The Company does not know how many ofefjgests for shares originalgceived b
Travelzoo.com Corporation in 1998 were valid, e Company believes that only a portion of sucluests were valid. As noted above, in
order to receive payment under the program, a pesskequired to establish that such person vahelyl shares in Travelzoo.com Corporation.
Assuming 100% of the requests from 1998 were védianer stockholders of Travelzoo.com Corporatiotding approximately 4,068,000
shares had not submitted claims under the program.

Note 11: Income Taxes

In determining the quarterly provisions focame taxes, the Company uses an estimated anfeetivef tax rate which is based on our
expected annual income and statutory tax ratdseitUtS. The effective tax rate does not reflecttamybenefits from the losses of our foreign
operations. For the nine months ended Septemb&0B®, our effective tax rate was 52%.

As of September 30, 2009, the total amouninoécognized tax benefit was approximately $788,000ch if recognized, would reduce the
Company'’s effective tax rate in the future periods.

The Company includes interest and penaltiegea® to unrecognized tax positions in income tgpease. As of September 30, 2009 and
December 31, 2008, the Company had approximate39 $00 and $111,000, respectively, in accruedéstaelated to uncertain tax positions.
The Company has not accrued any penalties relatedrtuncertain tax positions as we believe thistiitore likely than not that there will not
be any assessment of penalties.

The Company files income tax returns in th8.WJederal jurisdiction and various states andiforgurisdictions. The Company is no longer
subject to U.S. federal and certain state tax ematitins for years before 2005 and is no longeresuityp California tax examinations for years
before 2004. In August 2009, the California Frasehfax Board completed its audit of the 2004 ar@b28x years and the audit resulted in no
change in the Company’s tax liability. The Comp@ngurrently under examination by the Internal RexeService (“IRS”) for the 2005 and
2006 tax years. In January 2009, the IRS issuedteélof Proposed Adjustment contesting the Comijsaiax deductions in 2005 and 2006
related to the program under which the Company ncadke payments to people who established thatviees former stockholders of
Travelzoo.com Corporation, and who failed to sulmifuests to convert their shares into sharesafélzoo Inc. within the required time
period. In June 2009, the IRS issued its examinatport and proposed changes, which would res@tpayment of approximately $724,000,
which is included in long-term tax liabilities. Wave filed a protest letter contesting the adjusts)éncluded in the IRS examination report.
Settlement discussions with the IRS Office of Afjpédrve yet to be scheduled, but are expecteddim béthin the next 12 months.

Note 12: Segment Reporting and Significant Customdnformation

The Company manages its business geographamadl has two reportable operating segments: Martarica and Europe. North America
consists of the Company’s operations in Canadéalentl.S. Europe consists of the Company’s operatiofrance, Germany, Spain, and the
U.K. The Company began operations in Europe in RRG5.

Management relies on an internal managemeorttiag process that provides revenue and segnpamating income (loss) for making
financial decisions and allocating resources. Man@nt believes that segment revenues and opemtiage (loss) are appropriate measures
of evaluating the operational performance of thenBany’s segments.
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The following is a summary of operating resditbom continuing operations and assets (in thalseloy business segment:

North
Three months ended September 30, 2009: America Europe Elimination Consolidatec
Revenues from unaffiliated custom: $18,83( $ 4,74¢ $ = $ 23,57t
Intersegment revenu 84 4 (88) —
Total net revenue 18,91« 4,75( (88) 23,57¢
Operating income (los: 3,63( (1,319 (33 2,28(
North
Three months ended September 30, 2008: America Europe Elimination Consolidatec
Revenues from unaffiliated custom: $16,00¢ $ 2,594 $ = $ 18,60(
Intersegment revenu 13 9 (22 —
Total net revenue 16,01¢ 2,60: (22 18,60(
Operating income (los: 4,22: (2,24 1 1,97¢
North
Nine months ended September 30, 2009: America Europe Elimination Consolidatec
Revenues from unaffiliated custom: $58,47:¢ $11,72( $ — $ 70,19
Intersegment revenu 20¢ 30 (23¢) —
Total net revenue 58,68 11,75( (238€) 70,19/
Operating income (lost 13,89¢ (3,667 (53 10,18¢
North
Nine months ended September 30, 2008: America Europe Elimination Consolidatec
Revenues from unaffiliated custom: $54,02¢ $ 7,182 $ — $ 61,207
Intersegment revenu 77 39 (11€) —
Total net revenue 54,102 7,221 (11€) 61,201
Operating income (lost 17,41t (6,502 2 10,91
North Discontinuec
As of September 30, 2009 America Europe Operations Elimination Consolidatec
Property and equipment, r $ 3,98( $ 18¢ $ — $ — $ 4,167
Total asset 58,12; 5,07¢ 1,05( (25,477 38,77«
North Discontinuec
As of December 31, 2008 America Europe Operations Elimination Consolidatec
Property and equipment, r $ 3,89( $ 21C $ — $ — $  4,10C
Total asset 63,47¢ 3,93¢ 831 (32,919 35,32:

Revenue for each segment is recognized bas#teacustomer location within a designated geducaregion. Property and equipment are
attributed to the geographic region in which theets are located.

Significant customer information is as follows

Percent of Revenues Percent of Revenues Percent of Accounts Receivable
Three Months Ended September 3I Nine Months Ended September 3( September 3C December 31
Customer 2009 2008 2009 2008 2009 2008
Orbitz Worldwide * 13% * 12% * 16%

* Less than 109

The agreements with this customer are in d¢he fof multiple insertion orders from groups ofiges under common control, in either the
Company’s standard form or in the customer’s form.
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Note 13: Comprehensive Income (LosS)

Comprehensive income (loss) consists of twomanents, net income (loss) and other compreheingteene (loss). Other comprehensive
income (loss) refers to gains and losses that upeleerally accepted accounting principles are cEmbas an element of stockholders’ equity
but are excluded from net income (loss). The Comisasther comprehensive income (loss) is comprifedreign currency translation
adjustments.

The following are components of comprehengiceme (loss) (in thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2009 2008 2009 2008
Net loss $ (295 $ (1,789 $ (149¢ $ (3,989
Other comprehensive los
Foreign currency translation adjustme $ (45)) $ (189 $ (1) $ (@379
Total comprehensive lo: $ (746 $ (1,979 $ (149 $ (4,369

Accumulated other comprehensive loss, asateftein the condensed consolidated balance sheetsists of cumulative foreign currency
translation adjustments.

Note 14: Assets Held for Sale and Discontinued Opations

On September 30, 2009, the Company and iteipal Asia Pacific subsidiaries entered into tvefiitive Asset Purchase Agreements
(“Asset Purchase Agreements”) with Azzurro Cagital, a company owned and controlled by The Ralpttd® 2005 Trust, on behalf of itself,
and Azzurro Capital Inc.’s newly formed wholly-owhsubsidiaries, Travelzoo (Asia) Limited and Traeel Japan K.K. to acquire
substantially all of the assets, and with the etioapf intercompany loans, assume substantiallgfahe liabilities of Travelzoo’s principal
Asia Pacific subsidiaries, which constitute Traeels Asia Pacific operating segment. The aggregatehase price under the Asset Purchase
Agreements was $3,600,000, subject to a workingalagdjustment, as defined in the Asset Purchagreéments, based on unaudited balance
sheets as of October 31, 2009. Ralph Bartel, thegany’s Chairman and principal shareholder, is mmber of the board of directors of
Azzurro Capital Inc. and is currently the sole Harigry of The Ralph Bartel 2005 Trust.

As part of the transaction, the Company andufvo Capital Inc., Travelzoo (Asia) Limited andaVelzoo Japan K.K. entered into the
following additional agreements:

. A License Agreement providing for a limited, nomiséerable (except as provided therein), perpetxalusive (except as provid
therein) fully paid-up license to perform the Lised Services and Licensed Business Processedfifeexide the license Agreements),
and to use the Licensed Marks, the Licensed Soffvibe Licensed Trade Secrets, and the license#t3Nas defined in the License
Agreements) in connection with the Licensed Sesvared Licensed Business Processes within the dgfrivvhich is defined as all
countries located in those time zones that are tinare five hours ahead of Greenwich Mean Time, daseStandard time, including
India and Pakistan, but excluding Rus

. A Hosting Agreement under which Travelzoo agredsost, transact, process, store, implement, opereterage, maintain and provi
access to licensed software and to data files antent provided by Travelzoo (Asia) Limited and Vekoo Japan K.K. for use in
connection with the Licensed Services and the lSedrBusiness Processes referred to in the Hostingefnent

. A Referral Agreement pursuant to which each paitly en a nor-exclusive basis, make customer referrals to eawér oin
consideration for receiving a specified percenwigihe revenues derived from such referr

. A Transition Services Agreement under which Trapelagrees to provide, at the option of the Trawel#sia) Limited and Travelzc
Japan K.K, certain services on a temporary basthegprices and on other terms to be determing@sded in the Transition
Services Agreemer

The Company and Azzurro Capital Inc. also maténto an Option Agreement (the “Option Agreerieoh September 30, 2009, under
which the Company will have an option (the “Optidtd acquire the assets or shares of the Travelze@m)Aimited and Travelzoo Japan K.
exercisable during the month of June in any yeanf2011 to 2020. The Option is also exercisablenupoeipt by Travelzoo of a notice
delivered under the Option Agreement of (a) thenhfor either of both of the Travelzoo (Asia) Lted and Travelzoo Japan K.K. to cease
operations or (b) an intention to effect an inipablic offering of the shares of either of Trawwz Asia) Limited or Travelzoo Japan K.K. The
purchase price under the Option will be the fairkeavalue of the assets and business being acquetermined by third party appraisal ur
the procedures set forth in the Option Agreement.

A voting agreement was also reached betwes@dmpany and Ralph Bartel with the intent to awaig future conflicts of interest relating
to the dealings between the Company and Azzurrat&apc. and their affiliates. Under the votingragment, Mr. Bartel agrees to vote (or
cause to be voted) any shares of the Company dviehvine has voting control, with respect to anyppsal relating the Asia Pacific business,
Azzurro Capital Inc., Travelzoo (Asia) Limited, Bravelzoo Japan K.K., in the same manner and iiséinge proportion that all other securities
of the same class are voted at any meeting ofttiv&isolders of the Company, provisions relatinghit® exercise of his voting rights as a
shareholder or director of the Company in respéotatters between the Company and Azzurro CapitalAs a member of the Company’s
Board of Directors, Mr. Bartel also agrees to absi@m all deliberations and decisions of the Bbaf Directors with respect to any matters
relating to any dealings, agreements or arrangerimttveen the Company or any of its affiliates Angurro Capital Inc. or any of its
affiliates, including with respect to the exercigehe Option, as mentioned above, except to thengkis vote shall be required to constitute a
guorum or otherwise to permit the Board of Diresttr take action, in which case he shall vote Withmajority of the other members of the
Board of Directors (or shall abstain in the case G€).



Further information concerning the transact®provided in the Company’s reports on Form 8H&df on October 5 and November 3, 2009.
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All of the Asia Pacific operating segment’sets and related liabilities, except for intercompkans, cash and certain fixed assets, are
classified as assets held for sale and liabilitsted to assets held for sale as of Septemb&08®,. The results of operations of the Asia
Pacific operating segment have been classifiedsasutinued operations for all periods presentéd CTompany will not have significant
ongoing involvement with the operations of the ABaxific operating segment and will not have argnemic interests in the Asia Pacific
operating segment after the sale is completed. Wiaegly, the sale of the Asia Pacific operatingraegt is treated as discontinued operations
under the relevant accounting literature.

Assets Held for Sale

The following table presents the carrying amewf major classes of assets and liabilitiesedl#o assets held for sale as of September 30,
2009 and December 31, 2008 (in thousands):

September 3C December 31
2009 2008
Assets:

Accounts receivable, n $ 547 $ 18t
Deposits 67 40
Prepaid expenses and other current a: 277 37C
Property and equipment, r 114 15¢
Other lon¢lived asset: 45 77
Total assets held for s¢ $ 1,05( $ 831

Liabilities:
Accounts payable and accrued liabiliti $ 1,441 1,221
Other current liabilitie: 57 60
Total liabilities related to assets held for < $ 1,49¢ $ 1,281

The following table presents the revenuesthaccomponents of loss from discontinued operatinesof tax (in thousands):

Three Months Ended September 3( Nine Months Ended September 3(
2009 2008 2009 2008
Revenue: $ 85€ $ 207 $ 1,88¢ $ 317
Cost of revenue 58 48 15¢ 10C
Gross profi 79¢ 15¢ 1,72¢ 217
Operating expense
Sales and marketir 1,36( 1,25¢ 3,48: 4,80(
General and administratiy 1,14: 1,23 3,48 3,731
Total operating expens: 2,50z 2,49: 6,96¢ 8,531
Operating loss from discontinued operati (1,70%) (2,339 (5,23 (8,319
Other income and (expens 104 (5 93 9
Loss from discontinued operations before incomeg (1,607 (2,339 (5,14%) (8,30%)
Income taxes benel 6 36 48 13C
Loss from discontinued operations, net of $ (1,59 $ (2309 $ (5,099 $ (8,17

Note 15: Subsequent Events

On October 31, 2009, the Company completedale of its Asia Pacific operating segment to AmzCapital Inc. pursuant to the terms of
the Asset Purchase Agreements as described inIMotéssets Held for Sale and Discontinued Operatid
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The information in this report contains fordidooking statements within the meaning of Sec#@A of the Securities Act of 1933, as
amended, and Section 21E of the Securities ExchAogef 1934, as amended. Such statements are b@sedcurrent expectations,
assumptions, estimates and projections about Taawelnd our industry. These forward-looking statet:iare subject to the many risks and
uncertainties that exist in our operations andrimss environment that may cause actual resultf@rpence or achievements of Travelzoo to
be different from those expected or anticipatethenforward-looking statements. Any statementsaioetl herein that are not statements of
historical fact may be deemed to be forward-loolstayements. For example, words such as “may”|"wghould”, “estimates”, “predicts”,
“potential”, “continue”, “strategy”, “believes”, ‘faticipates”, “plans”, “expects”, “intends”, and siar expressions are intended to identify
forward-looking statements. Travelzoo’s actual lssand the timing of certain events could diffgmngficantly from those anticipated in such
forward-looking statements. Factors that might eaars

contribute to such a discrepancy include, but atdimited to, those discussed elsewhere in thpsrtein the section entitled “Risk Factoraid
the risks discussed in our other SEC filings. Tovevhrd-looking statements included in this repeftact the beliefs of our management on the
date of this report. Travelzoo undertakes no olitigato update publicly any forward-looking statertsefor any reason, even if new
information becomes available or other circumstarameur in the future.

Overview

Travelzoo is a global Internet media compafig. publish travel and entertainment offers fromdreds of travel and entertainment
companies. As the Internet is becoming consumeesépred medium to search for travel offers, wevjste airlines, hotels, cruise lines,
vacation packagers, and other travel companiesani#ist, flexible, and cost-effective way to reaulions of users. While our products
provide advertising opportunities for travel andegtainment companies, they also provide Intersetsiwith a free source of information on
current sales and specials from hundreds of t@veélentertainment companies.

Our publications and products include Thavelzoo Web sites (www.travelzoo.com, www.travelzoo.ca, wivawelzoo.co.uk,
www.travelzoo.de, www.travelzoo.es, www.travelzocainong others), theravelzoo Top 20 e-mail newsletter, and thidewsflash e-mail alert
service. We operatguper Search, a pay-per-click travel search tool, and Tfravelzoo Network , a network of third-party Web sites that list
deals published by Travelzoo. We also opeFhyecom, a travel search engine that allows users to tyuenkd easily find the best prices on
flights from hundreds of airlines and online traagkencies. More than 1,000 travel and entertainm@mpanies purchase our advertising
services.

On October 31, 2009, the Company completedales of its Asia Pacific operating segment to €aeo (Asia) Limited and Travelzoo
Japan K.K, wholly owned subsidiaries of Azzurro Taldnc. Information concerning this transactismprovided in the Company’s reports on
Form 8-K filed on October 5 and November 3, 2009.

Starting November 1, 2009, theavelzoo Web sites in Asia Pacific (cn.travelzoo.com, wwewklzoo.co.jp, www.travelzoo.com.au,
www.travelzoo.com.hk, www.travelzoo.com.tw, amortlgess), theTravelzoo Top 20 e-mail newsletters in Asia Pacific and tHewsflash e-
mail alert service in Asia Pacific are publishedTogvelzoo (Asia) Limited and Travelzoo Japan Kugholly owned subsidiaries of Azzurro
Capital Inc., under a license agreement with then@any.

Our revenues are advertising revenues, camgigtimarily of listing fees paid by travel andtertainment companies to advertise their of
on theTravelzoo Web sites, in th@ravelzoo Top 20 e-mail newsletter, in thewsflash e-mail alert service, iBuperSearch , through the
Travelzoo Network, and fromFly.com . Revenues are principally generated from the aladelvertising in the U.S. Listing fees are based o
placement, number of listings, number of impressjorumber of click-throughs, or number of referr&haller advertising agreements —
typically $2,000 or less per month — typically renautomatically each month if they are not termaddby the client. Larger agreements are
typically related to advertising campaigns andrareautomatically renewed.

We have two operating segments based on gettigreegions: North America and Europe. North Amo@rtonsists of our operations in
Canada and the U.S. Europe consists of our opasaitioFrance, Germany, Spain, and the U.K.

When evaluating the financial condition an@m@ping performance of the Company, managemenséscan the following financial and
non-financial indicators:

* Growth in the number of subscribers to the Com’s newsletters and page views of the homepage® Travelzoo Web sites
*  Operating margin
« Growth in revenues in the absolute and relativiaéogrowth in reach of the Compés publications; an

* Revenue per employee as a measure of product

Critical Accounting Policies

We believe that there are a number of accogrgolicies that are critical to understanding loistorical and future performance, as these
policies affect the reported amounts of revenuethadnore significant areas involving managemeguntigments and estimates. These
significant accounting policies relate to reveneieognition, the allowance for doubtful accounts] Babilities to former stockholders. These
policies, and our procedures related to theseipsliare described in detail below.
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Revenue Recognition

We recognize revenue on arrangements in aanoedwith SEC Staff Accounting Bulletin No. 104 g€\Rnue Recognition.” We recognize
advertising revenues in the period in which theeatisement is displayed, provided that evidencanodrrangement exists, the fees are fixed or
determinable and collection of the resulting reable is reasonably assured. If fixed-fee advedigndisplayed over a term greater than one
month, revenues are recognized ratably over thiegeas described below. The majority of insertiodess have terms that begin and end in a
quarterly reporting period. In the cases wher&ateind of a quarterly reporting period the terrarofnsertion order is not complete, the
Company recognizes revenue for the period by ptiogahe total arrangement fee to revenue and defeevenue based on a measure of
proportionate performance of its obligation undher insertion order. The Company measures propaitegoperformance by the number of
placements delivered and undelivered as of thertiegadate. The Company uses prices stated ontesnal rate card for measuring the value
of delivered and undelivered placements. Feesddable-fee advertising arrangements are recogriasdd on the number of impressions
displayed, number of clicks delivered, or numberedérrals generated during the period.

Under these policies, no revenue is recognizgelss persuasive evidence of an arrangemensgaédtvery has occurred, the fee is fixed or
determinable, and collection is deemed reasonafslyrad. The Company evaluates each of these arégfollows:

» Evidence of an arrangement. We consider an insertion order signed by the clerits agency to be evidence of an arrangen

« Delivery. Delivery is considered to occur when the advergigias been displayed and, if applicable, the dlitkughs have been
delivered.

» Fixed or determinable fee. We consider the fee to be fixed or determinabtkéffee is not subject to refund or adjustmentEadnent
terms are standar

» Collection is deemed reasonably assured. Collection is deemed reasonably assured if we éxtpatthe client will be able to pay
amounts under the arrangement as payments becam# die determine that collection is not reasopassured, then we defer the
revenue and recognize the revenue upon cash ¢ofie@ollection is deemed not reasonably assureshvehclient is perceived to be
financial distress, which may be evidenced by wiedkstry conditions, a bankruptcy filing, or prewgdy billed amounts that are past
due.

Revenue from advertising sold to clients tigtoagencies is reported at the net amount billede¢@gency.
Allowance for Doubtful Accounts

We record a provision for doubtful accountsdshon our historical experience of write-offs antietailed assessment of our accounts
receivable and allowance for doubtful accountedtimating the provision for doubtful accounts, ag@ment considers the age of the accc
receivable, our historical write-offs, the credittfoness of the client, the economic conditionshef client’s industry, and general economic
conditions, among other factors. Should any ofétfastors change, the estimates made by managevileaiso change, which could impact
the level of our future provision for doubtful aceus. Specifically, if the financial condition ofioclients were to deteriorate, affecting their
ability to make payments, additional provision flmubtful accounts may be required.

Liability to Former Stockholders

On October 15, 2004, we announced a prograterumhich we would make cash payments to peopleeshablish that they were former
stockholders of Travelzoo.com Corporation, and fdiled to submit requests to convert their shamés shares of Travelzoo Inc. within the
required time period. We account for the cost &f grogram as an expense recorded in general anihistlative expenses. The ultimate total
cost of this program is not reliably estimable hesgsit is based on the ultimate number of validiests received and future levels of the
Company’s common stock price. The Company’s comstook price affects the liability because the am@ficash payments under the
program is based in part on the recent level oktbek price at the date valid requests are redel# do not know how many of the requests
for shares originally received by Travelzoo.com@wation in 1998 were valid. We believe that onlyaation of such requests were valid. In
order to receive payment under the program, a pesskequired to establish that such person vahelyl shares in Travelzoo.com Corporation.
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Since the total cost of the program is ndaley estimable, the amount of expense recordedgariod is equal to the number of actual
claims received during the period multiplied byttig number of shares held by each individual fersteckholder and (ii) the applicable
settlement price based on the recent price of onmeon stock at the date the claim is receivedipslated by the program. Requests are
generally paid within 30 days of receipt. Pleaderrt® Note 10 to our unaudited condensed condeliiinancial statements for further details
about our liabilities to former stockholders.

Results of Operations

The following table sets forth, as a perceatafjtotal revenues, the results from our contiguiperations for the periods indicated.

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Revenue: 100.(% 100.(% 100.(% 100.(%
Cost of revenue 6.2 4.4 5.8 3.2
Gross profil 93.¢ 95.¢€ 94.1 96.¢
Operating expense
Sales and marketir 57.C B5.2 53.2 53.4
General and administratiy 27.1 290.t 26.2 25.€
Total operating expens: 84.1 85.( 79.€ 79.C
Operating income from continuing operatic 9.7 10.€ 14.F 17.¢
Other income and expenses, 1.4 (0.7) 0.1 0.t
Income from continuing operations, before incomes: 11.1 10.t 14.¢ 18.c
Income taxe: 5L 7.8 7.5 11.5
Income from continuing operatiol 5.€% 2.7% 7.1% 6.8%

For the three months ended September 30, 20®08eported operating income from continuing ofiens of approximately $2.3 million.
Our operating margin from continuing operationsrdased to 9.7% for the three months ended Septe3@hb@009 compared to 10.6% for the
same period last year. The main reason for theedserin operating margin from continuing operatisraur cost of revenues as a percenta
revenues increased for the three months endedrBeete30, 2009 compared to the three months endetér@ber 30, 2008 (see “Cost of
Revenues” below). This was partially offset by aréase in operating expense as a percentage ofuevéor the three months ended
September 30, 2009 compared to the three monthede®elptember 30, 2008 (see “Operating Expensesivipel

For the nine months ended September 30, 2080%eported operating income from continuing openat of approximately $10.2 million.
Our operating margin from continuing operationsrdased to 14.5% for the nine months ended Septedh@009 compared to 17.8% for the
same period last year. The main reason for theedserin operating margin from continuing operatisraur cost of revenues as a percenta
revenues increased for the nine months ended Skptedfl, 2009 compared to the nine months endec:®égetr 30, 2008 (see “Cost of
Revenues” below).

We do not know whether our cost of revenues jpsrcentage of revenues will continue to incré@$eture periods. Our cost of revenues
will increase if the number of searches performedrly.comincreases. We expect fluctuations of cost of reesras a percentage of revenues
from quarter to quarter. Some of the fluctuatiorasyrbe significant and have a material impact onresults of operations.

We do not know what our sales and marketinzpazes as a percentage of revenues will be inefyierriods. Increased competition in our
industry may require us to increase advertisingoforbrand and for our products. Increases in Weeage cost of acquiring new subscribers
(see “Subscriber Acquisition” below) may resuliaimincrease of sales and marketing expenses asentage of revenues. We may decide to
accelerate our subscriber acquisition for varidtetagic and tactical reasons and, as a resutgase our marketing expenses. We may see a
unique opportunity for a brand marketing campalwat will result in an increase of marketing expensgeirther, our strategy to replicate our
business model in selected foreign markets (seevr Strategy” below) may result in a significanttiease in our sales and marketing
expenses and have a material adverse impact aesuits of operations. We expect fluctuations édsand marketing expenses as a
percentage of revenues from quarter to quarter.eSafrthe fluctuations may be significant and haveaderial impact on our results of
operations.
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We do not know what our general and admirtisgzgexpenses as a percentage of revenues witl fidtire periods. There may be
fluctuations that have a material impact on ouultsf operations. We expect our headcount toicoatto increase in the future. The
Company’s headcount is one of the main driversemiegal and administrative expenses. Therefore xweat our absolute general and
administrative expenses to continue to increasadtlition, we expect our expansion into foreignkets to result in a significant additional
increase in our general and administrative exper3@sgeneral and administrative expenses as @mage of revenues may also fluctuate
depending on the number of requests received tetata program under which the Company intendsakentash payments to people who
establish that they were former stockholders of/@zno.com Corporation, and who failed to subnijuests to convert their shares into shares
of Travelzoo Inc. within the required time period.

Reach

The following table sets forth the number wbscribers of each of our e-mail publications inrtNdAmerica and Europe as of September 30,
2009 and 2008 and the total number of page viewth@ohomepages of tieavelzoo Web sites in North America and Europe for the nine
months ended September 30, 2009 and 2008. Manageoresiders the page views for fhieavelzoo homepages as indicators for the growt|
Web site traffic. Management reviews these nonrftiel metrics for two reasons: First, to monitor ptogress in increasing the reach of our
products. Second, to evaluate whether we are aldertvert higher reach into higher revenues.

September 30, Year-over-Year
2009 2008 Change
Subscribers
North America
Travelzoo Top 20 12,462,00 10,642,00 17%
Newsflash 10,639,00 8,693,00! 22%
Europe
Travelzoo Top 20 3,206,00! 2,064,00! 55%
Newsflash 3,116,00! 1,960,001 59%
Nine Months Ended September 30,  Year-over-Year
2009 2008 Change*
Page views of homepages of Travelzoo Web ¢
North America 28,373,00 22,314,00 27%
Europe 11,155,00 5,658,00! 97%

* The comparability of ye-ovel-year changes of page views of the homepagTravelzoo Web sites may be limited due to the design
navigation of the Web site

In North America, revenues for the nine morghded September 30, 2009 increased by 8% frorsatime period last year. The total nurr
of subscribers in North America to tlieavelzoo Top 20 e-mail newsletter as of September 30, 2009 inctebhgd 7% compared to
September 30, 2008 and page views of the homepdigles Travel zoo Web sites in North America for the nine months eh8eptember 30,
2009 increased by 27% from the same period last yredlorth America, revenues for the nine monthdexl September 30, 2009 increased
lower rate than the rate of increase in the nurobsubscribers to ourravelzoo Top 20 e-mail newsletter and the rate of increase in Wieb s
traffic. In North America, we believe we were urabd fully convert higher reach into higher revembecause we were unable to increase our
advertising rates significantly due to intense cetitjpn in our industry.

In Europe, revenues for the nine months er@gatember 30, 2009 increased by 63% from the sameddast year. In local currency terr
revenues for the nine months ended September 89,i80reased by 104% from the same period last yider total number of subscribers in
Europe to th@ravelzoo Top 20 e-mail newsletter as of September 30, 2009 inctebhgdb5% compared to September 30, 2008 and pages vi
of the homepages of ti@avelzoo Web sites in Europe for the nine months ended &dpe 30, 2009 increased by 97% from the same period
last year. In Europe, revenues in local currenoys$encreased at a higher rate than the rate ofthrin subscribers to thEravelzoo Top 20 e-
mail newsletter and the rate of growth in Web sific.

Revenues

Our total revenues increased to $23.6 milfmrthe three months ended September 30, 2009 $t#r6 million for the three months ended
September 30, 2008. This represents an incregi® @imillion or 27%. $2.8 million of the increaserevenues came from our operations in
North America, which had an increase of 18% in nexs yez-over-year and was attributed primarily to a $1i8iom increase in revenues
from our publications, which includes tfieavelzoo Web site, thé&op 20 e-mail newsletter and the

21




Table of Contents

Newsflash e-mail alert service and an $840,000 increaseviameges from our search products, which consis8updr Search andFly.com. We
launchedrly.comin February 2009. $2.2 million of the increasedmenues came from our operations in Europe, whicham increase of 83%
in revenues year-over-year and was attributed pifiyri@ a $1.6 million increase in revenue fromeikfee advertising delivered in tiiep 20
e-mail newsletter and on tfAeavelzoo Web site. In local currency terms, revenues fromaperations in Europe increased 110% year-over-
year. The strengthening of the U.S. dollar relativéhe British Pound Sterling and the Euro inttiree months ended September 30, 2
compared to the three months ended September 88,H2@ an unfavorable impact on the revenues franoperations in Europe. Had foreign
exchange rates remained constant in these permadsues from our operations in Europe for thegttmenths ended September 30, 2009
would have been approximately $549,000 higher teaorted revenues of $4.8 million.

Our total revenues increased to $70.2 milfmrthe nine months ended September 30, 2009 fi@bRdmillion for the nine months ended
September 30, 2008. This represents an increak@ @imillion or 15%. $4.5 million of the increaserevenues came from our operations in
Europe, which had an increase of 63% in revenuas@eer-year and was attributed primarily to a $8idion increase in revenue from fixed-
fee advertising delivered in tA®p 20 e-mail newsletter and on tAeavelzoo Web site and a $452,000 increase in revenue franNewsflash
e-mail alert service. In local currency terms, raxes from our operations in Europe increased 10d8f-gver-year. The strengthening of the
U.S. dollar relative to the British Pound Sterlengd the Euro in the nine months ended Septemb&08®, compared to the nine months ended
September 30, 2008 had an unfavorable impact oretleues from our operations in Europe. Had forexchange rates remained constant in
these periods, revenues from our operations infeufor the nine months ended September 30, 2008Mvawve been approximately
$2.4 million higher than reported revenues of $ilfion. $4.5 million of the increase in revenwssme from our operations in North America
and was attributed primarily to a $2.2 million iease in revenues from our publications, which idefuthelravel zoo Web site, thélop 20 e-
mail newsletter and thidewsflash e-mail alert service and a $1.8 million increaseeswvenues from our search products, which consist o
Super Search andFly.com. We launchedrly.comin February 2009.

For three and nine months ended Septemb&0B®, none of our customers accounted for 10% oermbour revenue. For the three and
nine months ended September 30, 2008, Orbitz Wadklaccounted for 13% and 12% of our total reventespectively.

Management believes that our ability to inseeeevenues in the future depends mainly on thewolg factors:
» Our ability to increase our advertising rat

» Our ability to sell more advertising to existingecits;

»  Our ability to increase the number of clier

» Our ability to develop new revenue streams;

»  Our ability to launch new product

We believe that we can increase our advedigtes if the reach of our publications increa®és.do not know if we will be able to increase
the reach of our publications. We believe that ee sell more advertising if the market for onlimertising continues to grow and if we can
maintain or increase our market share. We belieatthe market for online advertising continuegrimwv. We do not know if we will be able
maintain or increase our market share. We histllyibave increased the number of clients in evexgnsince inception. We do not know if we
will be able to increase the number of clientshie tuture. We do not know if we will have marketegtance of our new products.

Our goal is to increase our advertising ratdsast once a year in each market, preferabbf danuary 1 of each year. However, we did not
increase our advertising rates in the U.S. on Jgriye2008 or January 1, 2009 due to intense catigretn our industry. We intend to contin
reviewing advertising rates and considering inaesasice a year as of January 1. However, the@ assurance that we will increase our
advertising rates. Depending on the level of coitipetin the industry and the condition of the meliadvertising market, we may decide not to
increase our advertising rates in all or certaimkets.

Average annualized revenue per employee iseeto $510,000 for the three months ended Septe3db2009 from $477,000 for the three
months ended September 30, 2008. The increaseiage revenue per employee for the three montredeBdptember 30, 2009 compared to
the three months ended September 30, 2008 wa® dutaster rate of growth in revenues from our apiens in North America and Europe
compared to the rate of growth in headcount foraperations in North America and Europe.
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Cost of Revenues

Cost of revenues consists primarily of netwexpenses, including fees we pay for co-locationises and depreciation and maintenance of
network equipment, payments made to third-partyngas of thelravel zoo Network , fees we pay related to user searcheBlgrmom,
amortization of capitalized Web site developmerstgpand salary expenses associated with netwanlatipns staff. Our cost of revenues
increased to $1.5 million for the three months eh8eptember 30, 2009 from $819,000 for the thresthsoended September 30, 2008. As a
percentage of revenue, cost of revenues increas2@% for the three months ended September 3@ 2660 4.4% for the three months enc
September 30, 2008. The $645,000 increase in osvenues for the three months ended Septemb&08O, compared to the three months
ended September 30, 2008 was primarily due to 2,$89 increase in fees we pay related to userilsesuanFly.com and a $214,000 increase
in depreciation and maintenance costs.

Our cost of revenues increased to $4.1 mill@rthe nine months ended September 30, 2009 $b® million for the nine months ended
September 30, 2008. As a percentage of revenueptom/enues increased to 5.9% for the nine moatiaed September 30, 2009 from 3.2%
for the nine months ended September 30, 2008. Zt#erillion increase in cost of revenues for theeninonths ended September 30, 2009
compared to the nine months ended September 38,288 primarily due to a $1 million increase ind&ee pay related to user searches on
Fly.com, a $632,000 increase in depreciation and mainteneosts, and a $404,000 increase in payments todded-party partners of the
Travelzoo Network.

Operating Expenses
Sales and Marketing

Sales and marketing expenses consist primafréyvertising and promotional expenses, salapeeses associated with sales, marketing
and production staff, expenses related to ourggation in industry conferences, and public reladi expenses. Sales and marketing expenses
increased to $13.4 million for the three monthseeh8eptember 30, 2009 from $10.3 million for thre¢hmonths ended September 30, 2008.
The goal of our advertising was to acquire new stbers for our e-mail products, increase the icaff our Web sites, and increase brand
awareness fofravelzoo andFly.com. The $3.1 million increase in sales and markegixygenses for the three months ended September 30,
2009 compared to the three months ended Septerib2088 was primarily due to a $1.4 million incre&s subscriber acquisition expenses,
an $850,000 increase in salary and employee reéadgeinses, a $746,000 increase in advertisingdoirgctraffic to our Web sites, and a
$547,000 increase in marketing expense$fgicom, offset by a $296,000 decrease in brand and treadketing expense. For the three mo
ended September 30, 2009 and 2008, advertisinghegpeccounted for 63% and 59%, respectively taf sales and marketing expenses.

Sales and marketing expenses increased té $8lfion for the nine months ended September 8092rom $32.7 million for the nine
months ended September 30, 2008. The $4.8 milfiorease in sales and marketing expenses for teenmimths ended September 30, 2009
compared to the nine months ended September 38,289 primarily due to a $2.1 million increase @tasy and employee related expenses, a
$1.8 million increase in subscriber acquisitionexges, a $1.5 million increase in marketing expefad-ly.com, and an $878,000 increase
advertising to acquire traffic to our Web sitesseffby an $811,000 decrease in brand marketingheggeand a $585,000 decrease in trade and
other marketing expenses. For the nine months eBdptember 30, 2009 and 2008, advertising expetsesinted for 70% and 62%,
respectively, of total sales and marketing expenses

Our goal is to increase our revenues from didueg sales. One important factor that drives wenues is our advertising rates. We believe
that we can increase our advertising rates ortheifreach of our publications increases. In ordéndrease the reach of our publications, we
have to acquire a significant number of new subscsiin every quarter and continue to promote ocamdh One significant factor that impacts
our advertising expenses is the average cost peiisiiion of a new subscriber. We believe thatakerage cost per acquisition depends mainly
on the advertising rates which we pay for mediashoyr ability to manage our subscriber acquisiéffarts successfully, and the degree of
competition in our industry.

In May 2005, we began operations in the Urk2006, we began operations in Canada, GermanySpaith. In 2007, we began operatior
France. The continuing build-up of our businesEumope is expected to result in a relatively highel of sales and marketing expense in the
foreseeable future.
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General and Administrative

General and administrative expenses condisigpity of compensation for administrative, exegatiand software development staff, fee:
professional services, rent, bad debt expense,teation of intangible assets, and general offigeemse. General and administrative expenses
increased to $6.4 million for the three months eh8eptember 30, 2009 from $5.5 million for the ¢hneonths ended September 30, 2008. The
$915,000 increase in general and administrativeresgs was primarily due to a $700,000 increaselamsand employee related expenses and
a $186,000 increase in depreciation and amortiza&ipenses.

General and administrative expenses increims$ii8.4 million for the nine months ended Septem3@e 2009 from $15.7 million for the
nine months ended September 30, 2008. The $2.Bmificrease in general and administrative expewsasprimarily due to a $1.6 million
increase in salary and employee related expen$535000 increase in depreciation and amortizatigrenses, and a $220,000 increase in
legal and professional service expense.

In the nine months ended September 30, 2002868, the Company recorded expenses of $3,008h000, respectively, related to a
program under which the Company makes cash payrteptople who establish that they were formerldtoltlers of Travelzoo.com
Corporation, and who failed to submit requestssfares in Travelzoo Inc. within the required tinegipd. The expenses are based on the
number of actual valid claims received and the Camyfs stock price. We cannot reliably estimate faitexpenses incurred under this program
because it is based on the number of valid requestsved and future levels of the Company’s comstonk price.

We expect our headcount to increase in thedéufThe Company’s headcount is one of the mairedsiof general and administrative
expenses. Therefore, we expect our general anchistrative expenses to continue to increase.

Our strategy to replicate our business mad&iieign markets is expected to result in a sigaift additional increase in our general and
administrative expenses in the foreseeable future.
Subscriber Acquisitior

The table set forth below provides for eachrtgr in 2006, 2007, 2008, and the first three gusiof 2009, an analysis of our average cost
for acquisition of new subscribers for dlnavel zoo Top 20 newsletter and oudewsflash e-mail alert service for our North America and Epgo
operating segments.

The table includes the following data:

» Average Cost per Acquisition of a New SubscribdnisTs the quarterly cost of consumer marketingypoms whose purpose w
primarily to acquire new subscribers, divided biatmew subscribers added during the qua

» New Subscribers: Total new subscribers who sigmefbuat least one of ou-mail publications throughout the quarter. Thiafs
unduplicated subscriber number, meaning a subsasibe signed up for two or more of our publicaties®nly counted onct

»  Subscribers Removed From List: Subscribers who wer®ved from our lists throughout the quarteregiths a result of their request
removal, or based on periodic list maintenance afeedetermined that the-mail address was likely no longer val

« Balance: This is the number of subscribers aetiteof the quarter, computed by taking the previguarters subscriber balance, add
new subscribers during the current quarter, anttaciing subscribers removed from list during therent quarter
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North America:

Average Cost pe Subscribers
Acquisition of a New Removed
Period New Subscriber Subscribers From List Balance
Q1 2006 $ 2.54 714,64 (317,94) 9,773,55!
Q2 2006 $ 2.11 737,73t (532,67¢) 9,978,60!
Q3 2006 $ 1.8€ 491,52 (327,47) 10,142,66
Q4 2006 $ 1.5€ 373,55¢ (288,88)) 10,227,33
Q1 2007 $ 2.61 730,06 (345,89¢) 10,611,50
Q2 2007 $ 3.0z 552,48t (335,309 10,828,68
Q3 2007 $ 3.92 385,40¢ (255,009 10,959,08
Q4 2007 $ 3.7¢ 279,96° (242,82) 10,996,23
Q1 2008 $ 4.97 296,56! (270,42) 11,022,37
Q2 2008 $ 3.3¢ 348,50t (303,62) 11,067,25
Q3 2008 $ 3.7¢ 360,91¢ (292,057) 11,136,111
Q4 2008 $ 2.7t 487,68 (341,05) 11,282,74
Q1 2009 $ 2.2¢ 720,32( (259,53) 11,743,52
Q2 2009 $ 2.1t 885,03: (277,439 12,351,11
Q3 2009 $ 1.8C 1,076,36 (418,41) 13,009,06
Europe:
Average Cost pe Subscribers
Acquisition of a New Removed

Period New Subscriber Subscribers From List Balance
Q1 2006 $ 2.1t 143,66¢ (16,83)) 424,60
Q2 2006 $ 2.6¢ 129,43t (34,070 519,97:
Q3 2006 $ 1.23 126,56¢ (29,799 616,74
Q4 2006 $ 2.94 69,48¢ (30,949 655,29(
Q1 2007 $ 3.8¢ 159,43¢ (31,350 783,37¢
Q2 2007 $ 4.4% 206,00 (39,690 949,69:
Q3 2007 $ 2.9¢ 331,90« (32,689 1,248,901
Q4 2007 $ 5.8t 165,78: (33,35)) 1,381,33I
Q1 2008 $ 3.9C 362,41° (45,157 1,698,59!
Q2 2008 $ 4.8¢ 226,15t (31,055 1,893,69
Q3 2008 $ 4.52 253,96 (38,419 2,109,23!
Q4 2008 $ 3.3z 160,17: (46,73¢) 2,222,67!
Q1 2009 $ 3.0¢ 295,45( (40,547) 2,477,58:
Q2 2009 $ 2.74 408,02¢ (52,49)) 2,833,11!
Q3 2009 $ 3.5¢ 541,50¢ (99,396 3,275,23.

In North America, we have noted a trend ofrdasing average cost per acquisition of a new silles“CPA”) over the last four quarters
after a period of increasing CPA. The decreaseHA @& North America in Q3 2006 was impacted by edarreceived from a vendor in the
amount of $170,000. The recent quarterly decreias€®A reflect the effects of new advertising caigpa and decreases in advertising rates
by our media suppliers. We do not consider theedess in CPA to be indicative of a longer-term trentb indicate that our CPA is likely to
stay at this level or is likely to decrease further

In Europe, we see a large fluctuation in tRACThe CPA fluctuates from quarter to quarter foch country to country. The decline in
CPA in Europe in Q4 2008 reflects the change inetkehange rates between Q3 2008 and Q4 2008 andreed for $0.51 of the decrease in
the CPA. In Q3 2009, a higher proportion of thaltsubscribers we acquired were in Germany, whisterically, the acquisition costs have
been higher compared to the other countries in fgrdhis was the primary reason for the increaskarCPA in Q3 2009 compared to Q2
2009.

Future increases in CPA are likely to resuliigher absolute marketing expenses and potgntiglher relative marketing expenses as a
percentage of revenue. Going forward, we expedimoed upward pressure on online advertising ratescontinued activity from competitc
which will likely increase our CPA over the longrte The effect on operations is that greater alte@uad relative marketing expenditure may
be necessary to continue to grow the reach of obligations. However, it is possible that the fastdriving subscriber acquisition cost
increases can be partially or completely offsehbw or improved methods of subscriber acquisitisingitechniques which are under
evaluation.
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Segment Information

We have presented the business segmentsirehort based on our organizational structure & ptember 30, 2009.

North America

Three Months Ended September 3( Nine Months Ended September 3(
2009 2008 2009 2008
(In thousands) (In thousands)
Net revenue $ 18,91« $ 16,01¢ $ 58,68: $ 54,10:
Income from operation 3,63( 4,22: 13,89¢ 17,41t
Income from operations as a % of reven 19.2% 26.2% 23.1% 32.2%

In North America, revenues increased $2.9iomilbr 18% for the three months ended Septembe2@I) compared to the same period in
2008 (see “Revenues” above). Sales and marketipgnses as a percentage of revenue increased tao4%%2 million, for the three months
ended September 30, 2009 from 45%, or $7.3 milfoenthe three months ended September 30, 2009%Zemillion increase in sales and
marketing expense was primarily due to a $794,806ease in advertising to acquire traffic to ourb/éaes, a $590,000 increase in advertising
to acquire new subscribers for our e-mail produmts, a $547,000 increase in marketing expensddyaom . General and administrative
expenses as a percentage of revenue increaseélota2®4.7, million for the three months ended 8eyiter 30, 2009 from 24%, or
$3.8 million for the three months ended SeptemBe2808. The $938,000 increase in general and astmzitive expense was primarily due to
a $374,000 increase in salary and employee retagpenses and a $179,000 increase in depreciatibaraartization expenses. Income from
operations for North America as a percentage ofmae for the three months ended September 30, @ffipared to the three months ended
September 30, 2008 decreased to 19.2% from 26.4%.

In North America, revenues increased $4.6iomjlor 8%, for the nine months ended Septembe2309 compared to the same period in
2008 (see “Revenues” above). Sales and marketipgnses as a percentage of revenue increased ta4$%/.6 million, for the nine months
ended September 30, 2009 from 43%, or $23.5 mjlienthe nine months ended September 30, 2008%&tfemillion increase in sales and
marketing expense was primarily due to a $1.5 amlincrease in marketing expenseshbr.com, a $1.5 million increase in advertising to
acquire new subscribers for our e-mail productd,af1.4 million increase in advertising to acqtiedfic to our Web sites, offset by an
$811,000 decrease in expenses for brand markedimgaigns. General and administrative expensepascantage of revenue increased to
23%, or $13.4, million for the nine months endegt8mber 30, 2009 from 21%, or $11.4 million, foe thine months ended September 30,
2008. The $2.0 million increase in general and adstrative expense was primarily due to a $573j@008ase in salary and employee related
expenses, a $509,000 increase in depreciationrandiaation expense, a $444,000 increase in laghbaofessional services expense, and a
$186,000 increase in bad debt expense. Incomedparmations for North America as a percentage cémae for the nine months ended
September 30, 2009 compared to the nine monthsleelgtember 30, 2008 decreased to 23.7% from 32.2%.

Europe
Three Months Ended September 3( Nine Months Ended September 3(
2009 2008 2009 2008
(In thousands) (In thousands)
Net revenue $ 4,75( $ 2,60: $ 11,75( $ 7,22
Loss from operation (1,319 (2,24 (3,660 (6,502)
Loss from operations as a % of reven 27.1% 86.4% 31.2% 90.(%

In Europe, revenues increased $2.1 millior82%0, for the three months ended September 30, @0®Pared to the same period in 2008
(see “Revenues” above). Sales and marketing expénseased by $1.2 million to $4.3 million for tlieee months ended September 30, 2009
compared to three months ended September 30, Z8@851.2 million increase in sales and marketirgease was primarily due to a $764,000
increase in advertising to acquire new subscrifigreur e-mail products and a $405,000 increasalary and employee related expenses.
General and administrative expenses remainedtfgt.& million for the three months ended Septen30e2009 compared to the three months
ended September 30, 2008. Our loss from operaitioBsrope was $1.3 million for the three monthsesh&eptember 30, 2009 compared to a
loss of $2.2 million for the three months endedt&eyper 30, 2008. The strengthening of the U.Sadodllative to the British Pound Sterling
and the Euro in the three months ended Septembh&089 compared to the three months ended Septe30b2008 had a favorable impact on
the loss from our operations in Europe. Had forgigchange rates remained constant in these pethakss from our operations in Europe
for the three months ended September 30, 2009 wtaud been approximately $54,000 higher.

In Europe, revenues increased $4.5 millior§3%, for the nine months ended September 30, 2060fpared to the same period in 2008
“Revenues’above). Sales and marketing expenses increaséd9ariillion for the nine months ended September2809 from $9.1 million fc
the nine months ended September 30, 2008. The @ Hcrease in sales and marketing expense wasuplyy due to an $867,000 increase in
salary and employee related expenses and a $27i&@adse in advertising to acquire new subscriteear e-mail products, offset by
$527,000 decrease in advertising to acquire trédficur Web sites. General and administrative egpgincreased by $788,000 to $5.2 million
for the nine months ended September 30, 2009 cadparthe prior
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year period primarily due to a $1.1 million increas salary and employee related expenses, offsat#230,000 decrease in legal
professional services expenses and a $128,000aecie bad debt expense. Our loss from operatiBEsiiope was $3.7 million for the nine
months ended September 30, 2009 compared to afl®&s5 million for the nine months ended Septen8®:r2008. The strengthening of the
U.S. dollar relative to the British Pound Sterliangd the Euro in the nine months ended Septemb&0B®, compared to the nine months ended
September 30, 2008 had a favorable impact on 8gffom our operations in Europe. Had foreign erghkearates remained constant in these
periods, the loss from our operations in Europeliernine months ended September 30, 2009 woule bhasn approximately $344,000 higher.

Income Taxes

We recorded income tax provisions of $1.3iorilland $1.5 million, relating to income from canting operations, for the three months
ended September 30, 2009 and September 30, 2Gp&ctavely. We recorded income tax provisions aB$8illion and $7.1 million, relating
to income from continuing operations, for the ninenths ended September 30, 2009 and Septembed®@®, r2spectively. Our income is
generally taxed in the U.S. and our income tax isioms reflect federal and state statutory ratgdiegble to our levels of income and expen
adjusted to take into account expenses that aagetteas having no recognizable tax benefit. Fotttteee months ended September 30, 200¢
2008, our effective tax rates were 50% and 74%eesvely. For the nine months ended Septembe2@D9 and 2008, our effective tax rates
were 52% and 63%, respectively. Our effective tdr decreased for the three months ended Sept&dp2009 compared to 2008 and for the
nine months ended September 30, 2009 compared® @imarily due to the decrease in losses fromEauppe business segments which
were treated as having no recognizable tax benefit.

We expect that our effective tax rate in fatperiods may fluctuate depending on the total axnofiexpenses representing payments to
former stockholders, from losses or gains inculrgdur operations in Canada and Europe and comelipg U.S. tax credits, if any.

In January 2009, the IRS issued a Notice op&sed Adjustment contesting our tax deductiorZ)Bb and 2006 related to the program
under which we made cash payments to people whbledted that they were former stockholders of &lzao.com Corporation, and who
failed to submit requests to convert their shamés shares of Travelzoo Inc. within the requiredetiperiod. In June 2009, the IRS issued its
examination report and proposed changes, whichdwaslult in a payment of approximately $724,000ictvlis included in long-term tax
liabilities. We have filed a protest letter contegtthe adjustments included in the IRS examinatéport. Settlement discussions with the IRS
Office of Appeals have yet to be scheduled, bueapected to begin within the next 12 months.

Liquidity and Capital Resources

As of September 30, 2009, we had $15.7 milliocash and cash equivalents. Cash and cash éntivincreased from $14.2 million as of
December 31, 2008 primarily as a result of caskigeal by operating activities and financing actestoffset by cash used in investing
activities as explained below. We expect that aashand will be sufficient to provide for workinggital needs for at least the next 12 months.

Nine Months Ended September 3(

2009 2008
(In thousands)
Net cash provided by (used in) operating activi $ 2,71¢ $ (2,816
Net cash used in investing activiti (3,369 (3,82¢)
Net cash provided by financing activiti 2,15¢ 18t
Effect of exchange rate changes on cash and casaénts 6 (349
Net increase (decrease) in cash and cash equis $ 1,51t $ (6,809

Cash provided by operating activities is mebime or net loss adjusted for certain non-cashsitend changes in assets and liabilities. Net
cash provided by operating activities for the mmenths ended September 30, 2009 increased by $fidhmompared to the nine months
ended September 30, 2008. The $5.5 million increasash provided by operating activities was dua $3.8 million increase in net income, a
$1.1 million increase in non-cash related itemateel to depreciation and amortization and provifiorosses on accounts receivable and a
$496,000 increase in our operating assets anditiedi

Net cash used in investing activities was $8ilfon for the nine months ended September 30928mpared to $3.8 million for the nine
months ended September 30, 2008. During the nimghm@nded September 30, 2009, we used $1.8 mitiparchase the fly.com domain
name and we used $1.6 million for the purchaseabgrty and equipment. During the nine months ergkgatember
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30, 2008, we used $2.9 million for the purchasproperty and equipment and $875,000 to purchasectes cash which serves as the
collateral for a standby letter of credit for thexgrity deposit of our corporate headquarters.

Net cash provided by financing activities &s2 million for the nine months ended Septembe2B09. For the nine months ended
September 30, 2009 and September 30, 2008, nepoasided by financing activities was due to thereise of stock options.

Our capital requirements depend on a numb&abdrs, including market acceptance of our preglaad services, the amount of our
resources we devote to the development of new ptedoash payments to former stockholders of Temgetom Corporation, expansion of «
operations, and the amount of resources we dewqgimmoting awareness of thieavelzoo andFly.com brands. Since the inception of the
program under which we would make cash paymemedple who establish that they were former stoakdrsl of Travelzoo.com Corporation,
and who failed to submit requests to convert thieares into shares of Travelzoo Inc. within thesregl time period, we have incurred
expenses of $2.7 million. While future paymentstfos program are expected to decrease, the tosalat this program is still undeterminable
because it is dependent on our stock price anti@number of valid requests ultimately receivednsistent with our growth, we have
experienced substantial increases in our costvainges, sales and marketing expenses and our gandradministrative expenses, and we
anticipate that these increases will continue ierforeseeable future. We believe cash on handwilufficient to pay such costs. In addition,
we will continue to evaluate possible investmentblsinesses, products and technologies, the conation of any of which would increase
our capital requirements.

Although we currently believe that we havefisignt capital resources to meet our anticipatedking capital and capital expenditure
requirements for at least the next 12 months, ucipated events and opportunities or a less faverddan expected development of our
business in Europe may require us to sell additieqaity or debt securities or establish new créaditlities to raise capital in order to meet our
capital requirements.

If we sell additional equity or convertibleldesecurities, the sale could dilute the ownersihipur existing stockholders. If we issue debt
securities or establish a new credit facility, éxed obligations could increase, and we may belired to agree to operating covenants that
would restrict our operations. We cannot be suagdhy such financing will be available in amoumt®n terms acceptable to us.

If the development of our business in Eurapless favorable than expected, we may decidgytifisantly reduce the size of our operations
and marketing expenses in Europe with the objediveducing cash outflow. For the nine months enBleptember 30, 2009, cash used in
operating activities in Europe was $2.3 million.

The following summarizes our principal contteet commitments as of September 30, 2009 (in thods):

2009 2010 2011 2012 2013 Thereafter Total
Operating lease $ 1,017 $ 3,44( $ 2,364 $ 2,03¢ $ 1,92¢ $ 161 $10,93¢
Purchase obligatior 423 1,20¢ — — — — 1,62¢
Total commitment: $ 1,44(C $ 4,64F $ 2,364 $ 2,03t $ 1,92¢ $ 161 $12,56¢

We also have contingencies related to netaagrized tax benefits of approximately $788,000fe8eptember 30, 2009, which we are
unable to make reasonably reliable estimates otirttieg of the cash settlements with the respedtixéng authorities.
Growth Strategy

Our growth strategy has three main elements:

» International expansion: We want to grow our rexeand operating profit through multiplying theVelzoo business in attractive
international markets in Europe and in North Amarid/e want to develop a strong competitive positioough building a strong glok
brand and unique global conte

» Expand scope dfravelzoo ® business: We want to grow our revenue and opeygtiofit through expanding the Travelzoo product
offerings and content into entertainment (e.g.,d8lay shows, sporting event

* Fly.com: We want to grow revenue and operating profitetlgh building ugFly.com, our new mei-search engine for airfares. v
have identified me-search as an opportunity with attractive econoraia$ great synergies wiTravelzoo .
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We launched the Travelzoo business in the B R005, in Canada in 2006, in Germany in 2006;rence in 2007, and in Spain in 2008.
We began developing and offering entertainmentertrand related advertising services in 2008. WedhedFly.com in February 2009.

Recent Accounting Standards

In September 2006, the Financial Accountiren8ards Board (“FASB”) issued a new accountingdsaeshwhich establishes a framework
for measuring the fair value of assets and lidegitThis framework is intended to provide increbsensistency in how fair value
determinations are made under various existinguatoty standards which permit, or in some casesiregestimates of fair market value. The
new accounting standard became effective for figeats beginning after November 15, 2007, andimteeriods within those fiscal years.
Effective January 1, 2009, we adopted a new acawgistandard which delayed the effective date wffalue measurement for all non-
financial assets and non-financial liabilities, eptthose recognized or disclosed at fair valubérfinancial statements on a recurring basis,
until the beginning of the first quarter of fis@009. The adoption of the new accounting standatdat have a material impact on our
consolidated results of operations or financialditon.

Effective January 1, 2009, the Company adoatadw accounting standard relating to determinadfche useful life of intangible assets,
which amends the factors an entity should considdeveloping renewal or extension assumptions usddtermining the useful life of
recognized intangible assets. This guidance appltiespectively to intangible assets that are aeduimdividually or with a group of other
assets in business combinations and asset acgussitinder this new accounting standard, entitieislvestimate the useful life of a
recognized intangible asset must consider theioticzal experience in renewing or extending simdemangements or, in the absence of
historical experience, must consider assumptioatsrttarket participants would use about renewakteresion. The adoption of this new
accounting standard did not have an impact on thragany’s consolidated results of operations oo condition.

In April 2009, the FASB issued a new accounstandard relating to interim disclosures aboutMalue of financial instruments, which
requires an entity to provide interim disclosurbew the fair value of all financial instrumentgao include disclosures related to the methods
and significant assumptions used in estimatingghiostruments. This new accounting standard was&fe for interim and annual periods
ending after June 15, 2009. The adoption of thig aecounting standard did not have a material imnpathe our consolidated results of
operations or financial condition.

In May 2009, the FASB issued a new accoungbagdard relating to subsequent events, whictéstafe for interim and annual periods
ending after June 15, 2009. This new account stdridantended to establish general standardsadwating for and disclosure of events that
occur after the balance sheet date but beforediabstatements are issued or are available tesaeed. It requires the disclosure of the date
through which an entity has evaluated subsequentts\and the basis for that date—that is, whettedrdate represents the date the financial
statements were issued or were available to bedsSthis disclosure should alert all users of faiahstatements that an entity has not
evaluated subsequent events after that date isethaf financial statements being presented. Itiquéair, this new accounting standard sets
forth the period after the balance sheet date dwihich management of a reporting entity shoulduata events or transactions that may o
for potential recognition or disclosure in the ficéal statements and the circumstances under vamantity should recognize events or
transactions occurring after the balance sheetidat® financial statements. Effective June 3020wve adopted this new accounting standard.
The adoption of this standard did not have a melteripact on our consolidated results of operatmminancial condition.

In June 2009, the FASB issued a new accoustimgdard that changes the consolidation modeldgoable interest entities, which is
effective for interim and annual reporting periddginning after November 15, 2009. Earlier adopisoprohibited. The new accounting
standard requires a company to perform qualitatiedysis when determining whether it must constdidavariable interest entity and ongoing
reassessments to determine if a company must ¢datoh variable interest entity. The new accognsitandard also requires a company to
provide additional disclosures about its involvemsith variable interest entities, any significahianges in risk exposure due to that
involvement and how its involvement with a varialvigerest entity affects the company’s financiaksments. A company will also be required
to disclose any significant judgments and assumgptinade in determining whether it must consolidatariable interest entity. We do not
expect the adoption of this new accounting stantlatdhve a material impact on its consolidatedltesd operations or financial condition.

In August 2009, the FASB issued a new accagrdtandard update regarding the measurementodfties at fair value. This accounting
standard update provides techniques to be use@asuming the fair value of a liability in circumstas in which a quoted price in an active
market for the identical liability is not availabl€his accounting standard update is effective rosvely for all interim and annual reporting
periods upon issuance. Effective August 2009, vwaptedi this new accounting standard update. Thetiaopf this new accounting standard
update did not have a material impact on the Corylparonsolidated results of operations or financ@idition.

In September 2009, the FASB issued a new atitwustandard update for revenue recognition withtiple deliverables. The new
accounting standard update defines when individalberables included in a multiple-element arranget may be treated as separate units of
accounting. The update primarily provides two digant changes: 1) eliminates the need for objectind reliable evidence of the fair value
the undelivered element in order for a deliveredhito be treated as a separate unit of accourainty?) eliminates the residual method to
allocate the arrangement consideration. In additioe update also expands the disclosure requirsn@nrevenue recognition. The new
accounting standard update will be effective far finst annual reporting period
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beginning on or after June 15, 2010, with earlypidm permitted provided that the revised guidasaetroactively applied to the beginning of
the year of adoption. The Company is currently ssisg the future impact of this new accounting ééad update to its consolidated results of
operations or financial condition.

RISK FACTORS

Investing in our common stock involves a high degree of risk. Any or all of the riskslisted below as well as other variables affecting our
operating results could have a material adverse effect on our business, our quarterly and annual operating results or financial condition, which
could cause the market price of our stock to decline or cause substantial volatility in our stock price, in which event the value of your common
stock could decline. You should also keep these risk factors in mind when you read forward-looking statements.

Risks Related to Our Financial Condition and Busines Model
We cannot assure you that we will be profitable.

For the three and nine months ended SepteBthed009, we reported net losses of $295,000 aAd, 800, respectively. For the year ended
December 31, 2008, we reported a net loss of $4libm Although we had been profitable prior to(B) there is no assurance that we will be
profitable again in the future. We forecast outfatexpense levels based on our operating planswanestimates of future revenues. We may
find it necessary to significantly accelerate expemes relating to our sales and marketing effortstherwise increase our financial
commitment to creating and maintaining brand awassramong Internet users and travel companiear fewenues grow at a slower rate than
we anticipate, or if our spending levels exceedenyoectations or cannot be adjusted to reflectstaevenue growth, we may not generate
sufficient revenues to be profitable. We expectapgrations in Europe to incur losses in the n@bnths. We expect that this will have a
material negative impact on our operating margies,income and cash flows. Any of these developmentld result in a significant decrease
in the trading price of our common stock.

Fluctuations in our operating results may negatiweimpact our stock price.

Our quarterly operating results may fluctusigmificantly in the future due to a variety of faxs that could affect our revenues or our
expenses in any particular quarter. You shouldelgton quarter-to-quarter comparisons of our rtssafl operations as an indication of future
performance. Factors that may affect our quartedylts include:

* mismatches between resource allocation and cliemiadd due to difficulties in predicting client derddn a new marke
» changes in general economic conditions that coifédttamarketing efforts generally and online maikgtefforts in particular

« the magnitude and timing of marketing initiativesluding our acquisition of new subscribers and expansion efforts in other
regions;

» the introduction, development, timing, competitprécing and market acceptance of our products andces and those of o
competitors

e our ability to attract and retain key personi

» our ability to manage our anticipated growth angassion;

» our ability to attract traffic to our Web site

» technical difficulties or system downtime affectitihg Internet generally or the operation of ourdoicts and services specifical

* payments which we may make to previous stockholoEfsavelzoo.com Corporation who failed to subretjuests to convert the
shares into shares of Travelzoo Inc. within theumeql time period; an

» volatility of our operating results in new marke
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We may significantly increase our operatingenses related to advertising campaigngfawel zoo for a certain period if we see a unique
opportunity for a brand marketing campaign, if welfit necessary to respond to increased brandetiagkby a competitor, or if we decide to
accelerate our acquisition of new subscribers.

If revenues fall below our expectations in guarter and we are unable to quickly reduce oeraimg expenses in response, our operating
results would be lower than expected and our gtoice may fall.

Our business model may not be adaptable to a chaggharket.

Our current revenue model depends on advagtfeies paid primarily by travel companies. If emtrclients decide not to continue
advertising their offers with us and we are unableeplace them with new clients, our business beagdversely affected. To be successful
must provide online marketing solutions that achibroad market acceptance by travel companiegditien, we must attract sufficient
Internet users with attractive demographic charesttes to our products. It is possible that wel Wwé required to further adapt our business
model in response to changes in the online adimgtimarket or if our current business model isqatcessful. If we are not able to anticipate
changes in the online advertising market or iflousiness model is not successful, our businessl ciimaterially adversely affected.

We may not be able to obtain sufficient funds taogr our business and any additional financing may be terms adverse to your interests.

For the nine months ended September 30, 200%;ash and cash equivalents increased by $lismtib $15.7 million. We intend to
continue to grow our business, and intend to fumdooirrent operations and anticipated growth framdash on hand. However, this may not
be sufficient to meet our cash needs. We may nabbeto obtain financing on commercially reasoadbfms, or at all.

If additional financing is not available whesguired or is not available on acceptable ternesmay be unable to fund our expansion,
successfully promote our brand name, develop oamednour products and services, take advantagesafdss opportunities, or respond to
competitive pressures, any of which could have terisd adverse effect on our business.

If we choose to raise additional funds throtighissuance of equity securities, you may expegssignificant dilution of your ownership
interest and holders of the additional equity siegrmay have rights senior to those of the haadrour common stock. If we obtain
additional financing by issuing debt securitieg trms of these securities could restrict or preus from paying dividends and could limit
flexibility in making business decisions.

Our business may be sensitive to recessions.

The demand for online advertising may be lthi@the level of economic activity and employmienthe U.S. and abroad. Specifically, our
business is primarily dependent on the demandritin® advertising from travel companies. The lasession decreased consumer travel and
caused travel companies to reduce or postponerttegketing spending generally, and their onlinekating spending in particular. The curr
recession and recessions in general could haveeziaiadverse effect on our business and finarmcadition.

Our operations could be significantly hindered blyet occurrence of a natural disaster or other catagthic event.

Our operations are susceptible to outagegalfiee, floods, power loss, telecommunicationsuiigs, unexpected technical problems in the
systems that power our Web sites and distributeeeuril newsletters, break-ins and similar evantaddition, a significant portion of our
network infrastructure is located in Northern Gadifia, an area susceptible to earthquakes. We toave multiple site capacity in the event of
any such occurrence. Outages could cause significgmruptions of our service. In addition, despiur implementation of network security
measures, our servers are vulnerable to computeges, physical and electronic braag&; and similar disruptions from unauthorized tanmy
with our computer systems. We do not carry busiim@ssruption insurance to compensate us for lodsssmay occur as a result of any of
these events.

Technological or other assaults on our service cdilarm our business.

We are vulnerable to coordinated attempts/&load our systems with data, which could resuliénial or reduction of service to some or
all of our users for a period of time. We have eigreed denial of service attacks in the past,raag experience such
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attempts in the future. Any such event could redugerevenue and harm our operating results amhéiial condition. We do not carry busin
interruption insurance to compensate us for loggsmay occur as a result of any of these events.

Risks Related to Our Markets and Strategy
Our international expansion is expected to resuitsubstantial operating losses, and is subject thes material risks.

In May 2005, we began operations in the Urk2006, we began operations in Canada, GermanySpaith. In 2007, we began operatior
France.

Although our revenues in Europe increased 68#e nine months ended September 30, 2009 frensdime period last year, we expect our
operations in Europe will continue to incur lossethe next 12 months primarily as a result of gigant expenses related to subscriber
acquisition and other marketing activities. We téo continue adding a significant number of stbses in selected countries in which we
operate as we believe this is one of the factorstwiiil allow us to increase our advertising rades increase our revenues in Europe.

The losses from our operations in Europe nwyhave any recognizable tax benefit. We expedtttiia will have a material negative impi
on our operating margins, net income and cash fléwg of these developments could result in a ficgnt decrease in the trading price of our
common stock. In addition to uncertainty about ahbility to generate net income from our foreign mapiens and expand our international
market position, there are certain risks inherertding business internationally, including:

» trade barriers and changes in trade regulat

» difficulties in developing, staffing and simultanety managindoreign operations as a result of distance, langwagl cultura
differences

» stringent local labor laws and regulatio
» currency exchange rate fluctuatio
» risks related to government regulation; i

» potentially adverse tax consequenc

We may not be able to continue developing awarer@ssur brand names.

We believe that continuing to build awarenafsthe Travelzoo andFly.com brand names is critical to achieving widespreaeptance of
our business. Brand recognition is a key diffeiaimy factor among providers of online advertisopgortunities, and we believe it could
become more important as competition in our ingusitreases. In order to maintain and build bramdraness, we must succeed in our
marketing efforts. If we fail to successfully prorm@nd maintain our brand, incur significant exgsrig promoting our brand and fail to
generate a corresponding increase in revenueessiti of our branding efforts, or encounter ledadtacles which prevent our continued use of
our brand name, our business could be materiailgraely affected.

Our business may be sensitive to events affectmgttavel industry in general.

Events like the war with Iraq or the terroastacks on the U.S. in 2001 or the current gldibaincial crisis have a negative impact on the
travel industry. We are not in a position to evéduhe net effect of these circumstances on ounbss. In the longer term, our business might
be negatively affected by financial pressures enttavel industry. However, our business may atseefit if travel companies increase their
efforts to promote special offers or other markgmograms. If such events result in a long-tergatige impact on the travel industry, such
impact could have a material adverse effect orbosimess.
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We will not be able to attract travel companiesloternet users if we do not continually enhance ad@velop the content and features of ¢
products and service:

To remain competitive, we must continually none the responsiveness, functionality, and featofeur products and services. We may
succeed in developing features, functions, prodaetservices that travel companies and Internetsuind attractive. This could reduce the
number of travel companies and Internet users wsimgroducts and materially adversely affect ausibess.

We may lose business if we fail to keep pace wépidly changing technologies and client needs.

Our success is dependent on our ability telbgvnew and enhanced software, services, anédgmbducts to meet rapidly evolving
technological requirements for online advertisi@gr current technology may not meet the futurenesi requirements of travel companies.
Trends that could have a critical impact on ourcess include:

» rapidly changing technology in online advertisi

» evolving industry standards, including both forraatide facto standards relating to online advertisi
» developments and changes relating to the Inte

» competing products and services that offer incréfisectionality; anc

» changes in travel company and Internet user reapaings.

If we are unable to timely and successfullyedep and introduce new products and enhancememsigting products in response to our
industry’s changing technological requirements, lmusiness could be materially adversely affected.

Our business and growth will suffer if we are unabto hire and retain highly skilled personnel.

Our future success depends on our abilitytttaa, train, motivate, and retain highly skillethployees. We may be unable to retain our
skilled employees, or attract, assimilate, andmetther highly skilled employees in the future. WWave from time to time in the past
experienced, and we expect to continue to expegienthe future, difficulty in hiring and retainirigghly skilled employees with appropriate
qualifications. If we are unable to hire and retslilled personnel, our growth may be restricteticl could adversely affect our future
success.

We may not be able to effectively manage our expagdperations.

Since the commencement of our operations,ave kxperienced a period of rapid growth. In otdexxecute our business plan, we must
continue to grow significantly. As of September 3009, we had 185 employees from our continuingatpms. We expect that the number of
our employees will continue to increase for theefereable future. This growth has placed, and digigated future growth will continue to
place, a significant strain on our managementgesyst and resources. We expect that we will needrtitinue to improve our financial and
managerial controls and reporting systems and proes. We will also need to continue to expandraathtain close coordination among our
sales, production, marketing, IT, and finance diepants. We may not succeed in these efforts. Calility to expand our operations in an
efficient manner could cause our expenses to gispraportionately to revenues, our revenues toiedr grow more slowly than expected
and could otherwise have a material adverse effectur business.

Intense competition may adversely affect our alyilib achieve or maintain market share and operatefgiably.

We face intense competition. We compete feedising dollars with large Internet portal siteach as America Online, MSN, and Yahoo!,
that offer listings or other advertising opportigstfor travel companies. These companies havéfisantly greater financial, technical,
marketing, and other resources and larger clieseda/Ne compete with search engines like Googlerahdo! Search that offer pay-per-click
listings. We also compete with travel meta-seardgires and online travel deal publishers. We atsopete with large online travel agencies
like Expedia and Priceline that also offer advergglacements. In addition, we compete with newsps, magazines, and other traditional
media companies that operate Web sites which peowidine advertising opportunities. We expect tefadditional competition as other
established and emerging companies, including predia companies, enter the online advertising atafkompetition could result in reduced
margins on our services, loss of market sharegess lise ofravelzoo by travel companies and consumers. If we are Hettabcompete
effectively with current or future competitors aseault of these and other factors, our businegkldze materially adversely affected.
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Loss of any of our key management personnel couljatively impact our busines

Our future success depends to a significateneon the continued service and coordinationusfroanagement team, particularly Holger
Bartel, our Chief Executive Officer. The loss opdgure of any of our officers or key employeesldanaterially adversely affect our ability
implement our business plan. We do not maintaingergon life insurance for any member of our maneagg team. In addition, we expect
new members to join our management team in thedufthese individuals will not previously have wedktogether and will be required to
become integrated into our management team. Ikeymanagement personnel are not able to workhegeffectively or successfully, our
business could be materially adversely affected.

We may not be able to access third party technologgn which we depend.

We use technology and software products fitwnd pparties including Microsoft. Technology fromracurrent or other vendors may not
continue to be available to us on commercially o@able terms, or at all. Our business will suffavé are unable to access this technology, to
gain access to additional products or to integnate technology with our existing systems. This datduse delays in our development and
introduction of new services and related productsnihhancements of existing products until equiabemeplacement technology can be
accessed, if available, or developed internallfedfsible. If we experience these delays, our lessiould be materially adversely affected.

Risks Related to the Market for our Shares

Our stock price has been volatile historically antay continue to be volatile.

The trading price of our common stock has ts@hmay continue to be subject to wide fluctuatiddur stock price may fluctuate in
response to a number of events and factors, sughaaterly variations in operating results; ann@ments of technological innovations or new
products by us or our competitors; changes in fifrestimates and recommendations by securitiaelysts; the operating and stock price
performance of other companies that investors negyrdcomparable to us; and news reports relatitrgmals in our markets or general
economic conditions.

In addition, the stock market in general, #r@lmarket prices for Internet-related companigsirticular, have experienced volatility that
often has been unrelated to the operating perfocenafsuch companies. These broad market and mydusttuations may adversely affect t
price of our stock, regardless of our operatindgrarance.

We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and whous Chairman of the Board, is our largest stoateglholding beneficially, as of
November 1, 2009, approximately 66.3% of our ouditag shares. Through his share ownership, heasiosition to control Travelzoo and
elect our entire board of directors.

Risks Related to Legal Uncertainty

We may become subject to burdensome governmentlagigns and legal uncertainties affecting the Inteet which could adversely affect
our business.

To date, governmental regulations have noeraly restricted use of the Internet in our maské&lowever, the legal and regulatory
environment that pertains to the Internet is umierand may change. Uncertainty and new regulationsd increase our costs of doing
business, prevent us from delivering our produntsservices over the Internet, or slow the grovitthe Internet. In addition to new laws and
regulations being adopted, existing laws may bdieghpo the Internet. New and existing laws mayearagsues which include:

e user privacy

» ant-spam legislation

s consumer protectior

« copyright, trademark and patent infringeme

e pricing controls
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» characteristics and quality of products and sesy
» sales and other taxes; &

» other claims based on the nature and content efrlat materials

We may be liable as a result of information retre from or transmitted over the Internet.

We may be sued for defamation, negligenceyrigipt or trademark infringement or other legalieia relating to information that is
published or made available in our products. Thyses of claims have been brought, sometimes ssitdlys against online services in the
past. The fact that we distribute information vimail may subject us to potential risks, such alilities or claims resulting from unsolicited e-
mail or spamming, lost or misdirected messagesirggdreaches, illegal or fraudulent use of e-noaiinterruptions or delays inraail service
In addition, we could incur significant costs ivéstigating and defending such claims, even if tienately are not liable. If any of these
events occur, our business could be materially e affected.

Claims may be asserted against us relating to skamet issued in our 2002 merger.

The merger of Travelzoo.com Corporation ifte €Company became effective on April 25, 2002. IStolers of Travelzoo.com
Corporation were allowed a period of two yearsdiwihg the effective date to receive shares in tam@any. After April 25, 2004, two years
following the effective date, we ceased issuingehi#o the former stockholders of Travelzoo.compBaation. Many of the “Netsurfer
stockholders,” who had applied to receive share&avelzoo.com Corporation in 1998 for no cash @ersition, did not elect to receive their
shares which were issuable in the merger pridnécend of the two-year period. A total of 4,115,882ur shares which had been reserved for
issuance in the merger were not claimed.

It is possible that claims may be assertednagas in the future by former stockholders ofvielaoo.com Corporation seeking to receive our
shares, whether based on a claim that theywar-deadline for exchanging their shares was wnegéble or otherwise. In addition, one or n
jurisdictions, including the Bahamas or the StdtBelaware, may assert rights to unclaimed shaneguescheat statutes. If such esc
claims are asserted, we intend to challenge thicapjity of escheat rights in that, among otheasons, the identity, residency and eligibility
of the holders in question cannot be determineérd were certain conditions applicable to the issaaf shares to the Netsurfer stockholders,
including requirements that (i) they be at leasy&8rs of age, (ii) they be residents of the UrSCanada and (iii) they not apply for shares
more than once. The Netsurfer stockholders wengimed) to confirm their compliance with these coiuttis, and were advised that failure to
comply could result in cancellation of their share3ravelzoo.com Corporation. Travelzoo.com Cogpion was not able to verify that the
applicants met the requirements referred to abbtlgedime of their applications for issuance ddrgs. If claims are asserted by persons
claiming to be former stockholders of Travelzoo.d@orporation, we intend to assert that their rightseceive their shares expired two years
following the effective date of the merger, as jded in the merger agreement. We also expect ®ttak position, if escheat or similar claims
are asserted in respect of the unissued sharhe fature, that we are not required to issue shehes. Further, even if it were established that
unissued shares were subject to escheat claimspwiel assert that the claimant must establishttteabriginal Netsurfer stockholders
complied with the conditions to issuance of theares. We are not able to predict the outcome yfatare claims which might be asserted
relating to the unissued shares. If such claimewasserted, and were fully successful, that caddlt in us being required to issue up to an
additional 4,068,000 shares of common stock foadaditional payment, which would result in substndilution of the ownership interests of
the other stockholders, and in our earnings pereshéiich could adversely affect the market pritewr common stock.

On October 15, 2004, we announced a prograterumhich we would make cash payments to persomsastablish that they were former
stockholders of Travelzoo.com Corporation, and fdiled to submit requests to convert their shamés shares of Travelzoo Inc. within the
required time period. The accompanying condensedatmlated financial statements include a charggemeral and administrative expenses of
$3,000 for these cash payments for the nine masitded September 30, 2009. The total cost of tloigram is not reliably estimable becaus
is based on the ultimate number of valid requestsived and future levels of our common stock pi@e common stock price affects the
liability because the amount of cash payments utideprogram is based in part on the recent lefleostock price at the date valid requests
are received. We do not know how many of the retgufies shares originally received by Travelzoo.d8orporation in 1998 were valid, but \
believe that only a portion of such requests weat@yvAs noted above, in order to receive paymedten the program, a person is required to
establish that such person validly held shareg@vdlzoo.com Corporation. Assuming 100% of the estgifrom 1998 were valid, former
stockholders of Travelzoo.com Corporation holdipgraximately 4,068,000 shares had not submittedhslander the program as of
September 30, 2009.
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Our internal controls over financial reporting manot be effective, and our independent auditors mmat be able to certify as to the
effectiveness of our internal controls, which couldve a significant and adverse effect on our busss.

We are obligated to evaluate our internal stover financial reporting in order to allow nagement to report on, and our independent
auditors to opine on, our internal controls ovaaficial reporting, as required by Section 404 efS$arbanes-Oxley Act of 2002 and the rules
and regulations of the SEC. In our Section 404weatan, we have identified areas of internal cdsttbat may need improvement and have
instituted remediation efforts where necessaryréiily, none of our identified areas that need mmpment have been categorized as material
weaknesses. We may identify conditions that mayltras significant deficiencies or material weakses in the future.

We may be unable to protect our registered tradeknar other proprietary intellectual property rights

Our success depends to a significant degree the protection of théravelzoo brand name. We rely upon a combination of copyrightie
secret and trademark laws and non-disclosure dred obntractual arrangements to protect our irgtled property rights. The steps we have
taken to protect our proprietary rights, howeveaymot be adequate to deter misappropriation ginetary information.

We have registered tAeavelzoo trademark in the U.S., Canada, and the U.K. If veeugnable to protect our rights in the mark in KRort
America and Europe, a key element of our stratégyramotingTravelzoo as a brand could be disrupted and our businesd beuhdversely
affected. We may not be able to detect unauthotiiedof our proprietary information or take appraigr steps to enforce our intellectual
property rights. In addition, the validity, enfoat®lity, and scope of protection of intellectuabperty in Internetelated industries are uncert
and still evolving. The laws of countries in whisle may market our services in the future are uageend may afford little or no effective
protection of our intellectual property. The unaurthed reproduction or other misappropriation of proprietary technology could enable third
parties to benefit from our technology and branch@avithout paying us for them. If this were to oca@ur business could be materially
adversely affected.

We may face liability from intellectual propertytigation that could be costly to prosecute or dedieend distract management’s attention
with no assurance of success.

We cannot be certain that our products, cdraad brand names do not or will not infringe vadattents, copyrights or other intellectual
property rights held by third parties. While we bavtrademark for “Travelzoo,” many companies mitidustry have similar names including
the word “travel”. We expect that infringement atei in our markets will increase in number as mamigpants enter the markets. We may be
subject to legal proceedings and claims from timgnhe relating to the intellectual property of et in the ordinary course of our business.
may incur substantial expenses in defending agtiese third party infringement claims, regardlafstheir merit, and such claims could result
in a significant diversion of the efforts of our nagement personnel. Successful infringement clagagst us may result in monetary liability
or a material disruption in the conduct of our bess.

Iltem 3. Quantitative and Qualitative Disclosures About MarkRisk

We believe that our potential exposure to gearin market interest rates is not material. Tam@any has no outstanding debt and is not a
party to any derivatives transactions. We investighly liquid investments with short maturitiescéordingly, we do not expect any material
loss from these investments.

Our operations in Canada expose us to foreigrency risk associated with agreements beingrderaied in Canadian Dollars. Our
operations in Europe expose us to foreign curreisyassociated with agreements being denominat&diish Pound Sterling and Euros. We
are exposed to foreign currency risk associated fiittuations of these currencies as the finarmisition and operating results of our
operations in Canada and Europe will be translatiedU.S. Dollars for consolidation purposes. Wendbd use derivative instruments to hedge
these exposures. We are a net receiver of U.SaBdom our foreign subsidiaries and thereforecfiefrom a weaker U.S. dollar and are
adversely affected by a stronger U.S. dollar re¢atd the foreign currency used by the foreign &liéiyy as their functional currency. We have
performed a sensitivity analysis as of SeptembeRB809, using a modeling technique that measueeshhnge in the fair values arising from a
hypothetical 10% adverse movement in the levefergfign currency exchange rates relative to the doBar with all other variables held
constant. The foreign currency exchange rates we were based on market rates in effect at Septe®h@009. The sensitivity analysis
indicated that a hypothetical 10% adverse movernnefareign currency exchange rates would resu#trinncremental $623,000 foreign
exchange loss for the three month and nine mormibgeended September 30, 2009.

Item 4. Controls and Procedures

For the period ended September 30, 2009, weedaout an evaluation, under the supervisionwitk the participation of the Company’s
management, including the Company’s Chief Execudfficer along with the Company’s Chief Financidfi€er, of the

36




Table of Contents

effectiveness of the design and operation of oseldsure controls and procedures pursuant to Exghént Rule 13a-15(e) and 15d-15(e).
Based upon that evaluation, the Company’'s Chiethtkee Officer along with the Company’s Chief Ficéal Officer concluded that our
disclosure controls and procedures were effectivansure that the information required to be dssdioby us in this quarterly report was
recorded, processed, summarized and reported witeitime periods specified in the SEC’s rules mtiilations and were also effective to
ensure that information required to be disclosed®in this quarterly report was accumulated amdroanicated to our management including
the Company’s Chief Executive Officer and the Comps Chief Financial Officer to allow timely deaisis regarding its disclosure.

During the three months ended September 3I9,28ere was no change in our internal controt éwmancial reporting (as defined in
Exchange Act Rule 13a-15(f)) that materially aféettor is reasonably likely to materially affette tCompany’s internal control over financial
reporting.

PART Il—OTHER INFORMATION

Iltem 1A. Risk Factors

An updated description of the risk factorsoagsted with our business is included under “Riaktbrs” in “Management’s Discussion and
Analysis of Financial Condition and Results of GgiEems,” contained in Item 2 of Part | of this repp@his description includes any material
changes to and supersedes the description ofskéagtors associated with our business previadisigiosed in Item 1A of our 2008 Annual
Report on Form 10-K and is incorporated hereindfgrence.

Item 6. Exhibits
The following table sets forth a list of exitébh

Exhibit

Number Description

3.1 Certificate of Incorporation of Travelzoo Inc. (brporated by reference to our Pre-Effective AmenainNo. 6 to Registration
Statement on Form-4 (File No. 33-55026), filed February 14, 200:

3.2 By-laws of Travelzoo Inc. (Incorporated by referenic Pre-Effective Amendment No. 6 to our RegigiraStatement on Form S-
4 (File No. 33-55026), filed February 14, 200:

31.1% Certification of Chief Executive Officer pursuantRule 13-14(a) and Rule 1!-14(a) of the Securities Exchange Act of 1934
amended

31.2% Certification of Chief Financial Officer pursuaatRule 13-14(a) and Rule 1:-14(a) of the Securities Exchange Act of 1934
amended

32.1t Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the Sarbar-
Oxley Act of 2002

32.2t Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the Sarbar-
Oxley Act of 2002

¥ Filed herewitr
T Furnished herewit

SIGNATURE

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edubis report to be signed on its behalf by
the undersigned thereunto duly authorized.

TRAVELZOO INC.
(Registrant)

By: /s/WAYNE LEE
Wayne Lee
On behalf of the Registrant and as Chief Financial Officer

Date: November 9, 2009
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EXHIBIT 31.1

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

I, Holger Bartel, certify that:
1. I have reviewed this quarterly report omrd.0-Q of Travelzoo Inc.;

2. Based on my knowledge, this report doescantain any untrue statement of a material factnoit to state 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 stateisy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operes, and cash flows of the registrant as of, amdthe periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgiisclosure 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
() and 15d-15(f)) for the registrant and have:

a. designed such disclosure controls and proes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

b. designed such internal control over finahporting, or caused such internal control divexncial reporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrdggstrant’s internal control over financial repogt that occurred during the registrant’'s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a. all significant deficiencies and materigaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the regisfsability to record, process, summarize and refioancial information; and

b. any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s internal
control over financial reporting.

/s/ HOLGER BARTEL
Holger Bartel
Chief Executive Officer

Date: November 9, 200



EXHIBIT 31.2

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

I, Wayne Lee, certify that:
1. I have reviewed this quarterly report omrd.0-Q of Travelzoo Inc.;

2. Based on my knowledge, this report doescantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&ts . under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statets) and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operes, and cash flows of the registrant as of, amdthe periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure 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 have:

a. designed such disclosure controls and droes, or caused such disclosure controls and guoes to be 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 duritg tperiod in which this report is being prepared;

b. designed such internal control over finahporting, or caused such internal control divexncial reporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and preddntthis report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrdggstrant’s internal control over financial repogt that occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officercal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. all significant deficiencies and materigaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the regisfgaability to record, process, summarize and refioancial information; and

b. any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s internal
control over financial reporting.

/s/WAYNE LEE
Wayne Lee
Chief Financial Officer

Date: November 9, 200



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to the requirements of the Secuiitiehange Act of 1934, and in connection with tharterly report of Travelzoo Inc. on Form
10-Q for the period ending September 30, 2009utitersigned hereby certifies, pursuant to 18 U.81350, as adopted pursuant to 8906 of
the Sarbanes-Oxley Act of 2002, to the best okh@wledge, that (1) this report fully complies witte requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4188d (2) the information contained in this regaitly presents, in all material respects, the

financial condition and results of operations & tegistrant.

Date: November 9, 2009 By: /s/ HOLGER BARTEL
Holger Bartel

Chief Executive Officer




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to the requirements of the Secuiitiehange Act of 1934, and in connection with tharterly report of Travelzoo Inc. on Form
10-Q for the period ending September 30, 2009utitersigned hereby certifies, pursuant to 18 U.81350, as adopted pursuant to 8906 of
the Sarbanes-Oxley Act of 2002, to the best okh@wledge, that (1) this report fully complies witte requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4188d (2) the information contained in this regaitly presents, in all material respects, the

financial condition and results of operations & tkegistrant.

Date: November 9, 2009 By: /s/WAYNE LEE
Wayne Lee

Chief Financial Officer




