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PART I. FINANCIAL INFORMATION

Item 1. Unaudited Condensed Consolidated Financgthtements

TRAVELZOO INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
September 30, December 31,
2003 2002
ASSETS
Current asset:
Cash and cash equivalel $3,011,96! $1,258,27.
Accounts receivable, less allowance for doubtfgloants of $62,077 and $55,925 as of
September 30, 2003 and December 31, 2002, respkc 2,136,52. 1,311,39!
Deposits 121,41¢ 22,33¢
Prepaid expenses and other current a: 177,38¢ 114,90¢
Deferred income taxe 81,31 81,31
Total current asse 5,528,601 2,788,23:
Deposits 13,04( 64,92:
Deferred income taxe 32,05¢ 32,05¢
Property and equipment, r 113,33( 142,09:
Intangible assets, n 163,16¢ 212,29:
Total asset $5,850,19: $3,239,59.
| |
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 359,89° $ 442,34¢
Accrued expense 1,274,14 547,68(
Deferred revenu 61,58 19,17¢
Income tax payabl 766,00( 439,43.
Total liabilities 2,461,622 1,448,641
Commitments Stockholde' equity:
Common stocl 194,25: 194,25:
Additional paic-in capital (116,079 (116,079
Retained earning 3,310,39 1,712,78:
| |
Total stockholder equity 3,388,57! 1,790,95
| |
Total liabilities and stockholde’ equity $5,850,19: $3,239,59.
| |

See accompanying notes to unaudited condensedlitated financial statements.

3




Table of Contents

Revenue:!
Cost of revenue

Gross profit
Operating expense
Sales and marketir
General and administrati\
Merger expense
Total operating expens

Income from operatior
Interest incom

Income before income tax
Income taxe:

Net income
Basic net income per she

Diluted net income per sha

Shares used in computing basic net income per:

Shares used in computing diluted net income pees

See accompanying notes to unaudited condensedlitated financial statements.

TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

4

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

2003 2002 2003 2002
$ 4,785,422 $ 2,538,15; $12,790,36 $ 6,715,35!
93,64¢ 90,10¢ 257,81 262,10t
4,691,78. 2,448,04. 12,532,54 6,453,24:
2,525,63! 1,510,26! 6,744,08I 3,822,58:
1,115,14. 521,66 3,074,94 1,646,27
_ — — 54,53¢
3,640,78: 2,031,92! 9,819,02 5,523,39!
1,051,00! 416,11 2,713,52; 929,84
3,187 54C 8,32¢ 2,027
1,054,18 416,65! 2,721,841 931,87t
437,58 171,07: 1,124,23I 404,67:
616,60t 245,58 1,597,611 527,20«
| | | |
$ 0.0< $ 0.01 $ 0.0¢ $ 0.0<
—— I I ——
$ 0.0z $ 0.01 $ 0.0¢ $ 0.0z
—— I I ——
19,425,14 19,425,14 19,425,14 19,425,14
| | | |
20,521,01 20,257,08 20,508,07 19,821,84
—— I I ——
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TRAVELZOO INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Provision for losses on accounts receivi
Loss on disposal of property and equipmr
Non-cash revenue
Changes in operating assets and liabilit
Accounts receivabl
Deposits
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Deferred revenu
Income tax payabl

Net cash provided by operating activit

Cash flows from investing activities:
Purchases of property and equipm

Net cash used in investing activit|

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 tax
Reduction in carrying amounts of intangible asset deferred revent

See accompanying notes to unaudited condensedlitated financial statements.
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Nine Months Ended September 30,

2003 2002
$1,597,61 $ 527,20«
124,51( 146,24«
6,152 15,02:
41% —
— (3,410
(831,279 (213,26))
(47,199 (26,109)
(62,48() (23,909
(82,45:) 280,65:
726,46 (87,099
42 ,40¢ (4,589
326,56¢ (311,929
1,800,73: 298,83:
(47,039 (112,249
(47,039 (112,249
1,753,609: 186,58«
1,258,27: 609,91¢
| |
$3,011,96! $ 796,50:
| |
$ 797,66: $ 757,53
$ — $ (69,42))
| |
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TRAVELZOO INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) The Company and Basis of Presentation

Travelzoo Inc. is an Internet media compam thublishes sales and specials for hundreds ltcampanies. The Company’s media
products include th&ravelzoowebsite, thélravelzoo Top 2@-mail newsletter, and thWWeekend.cora-mail newsletter.

The accompanying unaudited condensed consetidenancial statements have been prepared byelew Inc. (the “Company” or
“Travelzoo”)in accordance with the rules and regulations ofSbeurities and Exchange Commission (SEC). Ceirtédnmation and footnot
disclosure normally included in consolidated finahstatements prepared in accordance with gegyexatiepted accounting principles in the
United States of America have been condensed dteairin accordance with such rules and regulatibmthe opinion of management, the
accompanying unaudited condensed consolidateddialestatements reflect all adjustments, consisbinly of normal recurring adjustments,
necessary to present fairly the financial positiéthe Company, and its results of operations asth dlows. These condensed consolidated
financial statements should be read in conjunatith the Companys audited consolidated financial statements arada@Inotes as of and 1
the year ended December 31, 2002, included in tmepany’s Form 10-K filed with the SEC on March 2803.

The consolidated financial statements inclilndeaccounts of the Company and its wholly-owndusigliaries. All significant intercompany
accounts and transactions have been eliminatednisotidation.

The results of operations for the nine mowthded September 30, 2003 are not necessarily thaiaa the results that may be expectec
the year ending December 31, 2003 or any otherdyariod, and the Company makes no representattated thereto.

During January 2001, the Board of Director§@fvelzoo.com Corporation proposed that Travetzmo. Corporation be merged with
Travelzoo Inc. whereby Travelzoo Inc. would be $heviving entity. On March 15, 2002, the stockhoddef Travelzoo.com Corporation
approved the merger with Travelzoo Inc. On Apri] 2602, the certificate of merger was filed in edae upon which the merger became
effective and Travelzoo.com Corporation was dissth\Each outstanding share of common stock of Trasecom Corporation was
converted into the right to receive one share afirmon stock of Travelzoo Inc. Former stockholder$mivelzoo.com Corporation have a
period of two years to receive shares of Travelnoo Travelzoo.com Corporation had 11,295,874 shawtstanding. As of September 30,
2003, 7,157,932 shares of Travelzoo.com Corpordtamhbeen exchanged for shares of Travelzoo Iner@maining 4,137,942 shares of
Travelzoo Inc. that may be exchanged are includebe issued and outstanding common stock of Tzaeelnc. and the calculations of basic
and diluted earnings per share. The merger wasuates for as a combination of entities under comemtrol using “as-if pooling-of-
interests”accounting. Under this method of accounting, theetssand liabilities of Travelzoo.com Corporatiowl & ravelzoo Inc. were carri
forward to the combined company at their historaadts. In addition, all prior period financial tetaents of Travelzoo Inc. were restated to
include the combined results of operations, finalhpdsition and cash flows of Travelzoo.com Corgiora The restated results for Travelzoo
Inc. are identical to the combined results of Ttame.com Corporation and Travelzoo Inc.

(2) Revenue Recognition

Substantially all revenue consists of adviegisales. Advertising revenues are derived pradbifrom the sale of advertising on the
Travelzoowebsite and in th&ravelzoo Top 2@-mail newsletter.

Advertising revenues are recognized in théopldn which the advertisement is displayed, predidhat evidence of an arrangement exists,
the fees are fixed and determinable, no significdtigations remain at the end of the period, avitbction of the resulting receivable is
deemed probable. Where collectibility is not prdbathe revenue will be recognized upon cash ctidiecprovided that the other criteria for
revenue recognition have been met. If fixed-feeestising is displayed over a term greater thanrapath, revenues are recognized ratably
over the period. To the extent that any minimumrgaogeed impressions are not met during the conperibvd, the Company defers
recognition of the corresponding revenues untilgharanteed impressions are achieved. Fees foebadwertising and other variable-fee
advertising arrangements are recognized basedeamutinber of impressions displayed or clicks deéidesturing the period.
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The Company had outsourced part of its adsiagisales and production activities to DoubleClick. (“DoubleClick”). The agreement
with DoubleClick was canceled as of August 23, 2002der the terms of the agreement with DoubleClisk Company received a portior
the revenue received by DoubleClick from clientstfe display of advertising on tigavelzoowvebsite. The Company records these reve
on a net basis. The gross revenue received by B@libk from advertising on th€ravelzoowebsite was $-0- and $82,939 for the nine
months ended September 30, 2003 and 2002, resplgctihe Company’s share of this income, whichleen recorded as revenue, was $-0-
and $38,354 for the nine months ended Septembe083, and 2002, respectively.

In October 2001, the Company completed theiaitipn of theWeekends.comomain name. As consideration for the purchase, the
Company paid the seller $125,000 in cash and ageepbvide a minimum number of clicks to the sedl@ther websites through advertising
placed on th@ravelzoowebsite. The fair value of the advertising servicE$89,286 was determined based on the cash girienilar
advertising services and recorded as deferred vevérhe revenue is being recognized as the cliekdaivered, and $3,410 of such revenue
was recognized for the nine months ended SepteBih&002. The agreement with the seller to prowidieertising services expired on
September 30, 2002. As such, $69,427 of advertisesgynot delivered and the carrying amounts ofritengible asset and related deferred
revenue were reduced accordingly.

(3) Stock-based Compensation

The Company adopted Statement of Financiabeting Standards No. 148¢counting for Stock-Based Compensation — Tramséial
Disclosure during the quarter ended March 31, 2003. As reduirgder Statement of Financial Accounting Standatols123,Accounting for
Stock-Based Compensatipand Statement of Financial Accounting Standarosl¥8,Accounting for Stock-Based Compensation Transition
and Disclosure the pro forma effects of stock-based compensationet income and net earnings per common shaeelieen estimated at
the time of grant using the Black-Scholes optioicipg model.

For purposes of pro forma disclosures, thienadéd fair value of the options is assumed torhertized to expense over the options’
vesting periods. The pro forma effects of recogziompensation expense under the fair value methagkt income and net income per
share were as follows:

Nine Months Ended
September 30,

2003 2002
Net income as reporte $1,597,61 $527,20:
Stocl-based compensation included in determination ofmoeime — —
Stocl-based compensation determined under th-value based methc — (1,43))
Prc-forma net income as if the fair value based metiamibeen applied to all awar $1,597,61 $525,77:
] |

Pro-forma basic and diluted net income per shaikths fair value based method had been applieadito
awards $ 0.0¢ $ 0.02
| I

The fair value of options granted was cal@adads of the grant date using the Black-Scholebadewith the following assumptions:

2003 2002
Numbers of options grante — 33,58¢
Grant date fair value of optiol — 0.0¢
Grant date fair value of the common st $ — $ 0.5¢
Expected life of the option (in yea — 5
Annual volatility — 51%
Risk-free interest rate — 4.5%

Dividend Rate _ T
(4) Net Income Per Share

Net income per share has been calculated Bk No. 128Earnings per ShareBasic net income per share is computed by digidin
the net income by the weighted-average number miwon shares outstanding for the period. Dilutedmmime per share
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is computed by dividing net income by the weightegrage number of common shares and potential conshrares outstanding during the
period. Potential common shares included in thetelil calculation consists of incremental sharasisie upon the exercise of outstanding
stock options calculated using the treasury stoethod.

The following table sets forth the calculatmfrbasic and diluted net income per share:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002

Basic net income per sha

Net income $ 616,60t $ 245,58 $ 1,597,61i $ 527,20:
Weighted average common sha 19,425,14 19,425,14 19,425,14 19,425,14
Basic net income per she $ 0.0z $ 0.01 $ 0.0¢ $ 0.0z
Diluted net income per shai

Net income $ 616,60t $ 245,58 $ 1,597,61i $ 527,20:
Weighted average common sha 19,425,14 19,425,14 19,425,14 19,425,14
Effect of dilutive securities: stock optio 1,095,86 831,93¢ 1,082,92 396,69
Diluted weighted average common shg 20,521,01 20,257,08 20,508,07 19,821,84
Diluted net income per sha $ 0.0 $ 0.01 $ 0.0¢ $ 0.02

(5) Commitments

The Company leases office space in ChicaganijiMountain View (California), and New York, und#perating leases which expire on
December 31, 2003, June 30, 2004, May 31, 2004Jalyd31, 2005 respectively. The future minimum akpByments under these operating
leases as of September 30, 2003 and December G2 t@@l $532,462 and $556,940, respectively. Tieré lease payments consist of
$208,241 of payments due in 2003 and $324,221 whpats due in 2004.

(6) Significant Customer Information and Segment Rporting

SFAS No. 131Disclosure about Segments of an Enterprise andt®&laformation, establishes standards for the reporting by basine
enterprises of information about operating segmemtslucts and services, geographic areas, and cugtomers. The method for
determining what information to report is basedleway that management organizes the operatingesgtg within a company for making
operational decisions and assessing performancef 8eptember 30, 2003, the Company has one opgrsggment.

Significant customer information is as follaws

Percent of

Percent of Accounts
Revenues Receivable
Nine Months Ended September 30, September 30, December 31,
Customer 2003 2002 2003 2002
A 12% 13% 19% 11%
B * * * 12%
C 11% 15% * 21%

All of the above customers are located in the Wh8¢ates of America.

* L ess than 10%
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(7) Recent Accounting Pronouncements

In August 2001, the Financial Accounting Stami$ Board (“FASB”) issued SFAS No. 148;counting for Asset Retirement Obligations
SFAS No. 143 addresses financial accounting anaottiag for obligations associated with retiremehtamgible long-lived assets and the
associated retirement costs. SFAS No. 143 is éffe@r the Company beginning in 2003 and the aidopif this statement did not have a
material impact on the consolidated financial stegsts.

In April 2002, the Financial Accounting Stamdi®Board issued SFAS No. 148scission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Techniced@ions. SFAS No. 145 rescinds the requirement that atilsgand losses from
extinguishment of debt be classified as an extiaarg item. Additionally, SFAS No. 145 requiresticartain lease modifications that have
economic effects similar to sale-leaseback traimasbe accounted for in the same manner as ssefack transactions. SFAS No. 145 is
effective for the Company beginning in 2003, arel éffect of adoption did not have a material impgmacthe consolidated financial
statements.

In January 2003, the FASB issued Interpratalo. 46,Consolidation of Variable Interest Entiti€$-IN 46”). The interpretation provides
guidance for determining when a primary beneficglmguld consolidate a variable interest entityariealent structure, that functions to
support the activities of the primary beneficiafe interpretation is effective as of the beginnifighe Company’s third quarter of 2003 for
variable interest entities created before FebraaB003. The Company holds no interest in any bégimterest entities. Accordingly, the
adoption of this statement did not have a matariphct on the consolidated financial statements.

In May 2003, the FASB issued SFAS No. 1A6counting for Certain Financial Instruments witha@acteristics of Both Liabilities and
Equity. The statement improves the accounting for ceftaancial instruments that, under previous guidangsuers could account for as
equity. The new statement requires that thoseunsnts be classified as liabilities in statemeffiffnancial position. This statement is
effective for interim periods beginning after Jurke 2003. The Company does not expect that thetisthopf SFAS No. 150 will have a
material effect on its consolidated financial sta¢ats.

(8) Subsequent Event

In October 2003, the Company completed an mwritéen secondary offering of 402,500 shares ohowmn stock sold by the Company’s
Chief Executive Officer and principal stockhold&he offering was intended primarily to allow ther@many to satisfy the requirement for
listing on the NASDAQ SmallCap Market that the C@np has 300 round lot holders. The costs of therioifj were paid for by the Compe
and expensed.

Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The information in this report contains forddooking 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 basedcurrent expectations,
assumptions, estimates and projections about Ta@ee&lnd our industry. These forward-looking statetimiare subject to the many risks and
uncertainties that exist in our operations andress environment that may cause actual result®rpence or achievements of Travelzoo to
be different from those expected or anticipatethenforward-looking statements. Any statementsaioet] herein that are not statements of

historical fact may be deemed to be forward-looldtegements. For example, words such as “may”|"w#ghould”, “estimates”, “predicts”,
“potential”, “continue”, “strategy”, “believes”, ‘’icipates”, “plans”, “expects”, “intends”, and slar expressions are intended to identify
forward-looking statements. Travelzoo’s actual lssand the timing of certain events could diffgméficantly from those anticipated in such
forward-looking statements. Factors that might eaarscontribute to such a discrepancy include aoeitnot limited to, those discussed
elsewhere in this Report in the section entitlegskRFactors” and the risks discussed in our otleeugties and Exchange Commission
(“SEC") filings. The forward-looking statements Inded in this report reflect the beliefs of our ragament on the date of this report.
Travelzoo undertakes no obligation to update pilybliay forward-looking statements for any reasaereif new information becomes

available or other events or circumstances occtharfuture.
Overview

Travelzoo Inc. is an Internet media compam thublishes sales and specials for hundreds éltcmmpanies. As the Internet is becoming
the preferred medium of consumers to search feelmtfers, we provide airlines, hotels, cruiseeBnvacation packagers,
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and other travel companies with a fast, flexibled aost-effective way to reach millions of usersr @roducts include th€ravelzoowebsite,
the Travelzoo Top 2@ewsletter, and thé/eekend.comewsletter.

More than 200 companies use our servicescliants include American Airlines, American Expreatamo Rent-a-Car, Apple Vacations,
America West Vacations, Avis Rent A Car, Britishniays, Marriott Hotels, Norwegian Cruise Line, PRtlace Entertainment, Pleasant
Holidays, Spirit Airlines, Delta Air Lines, Expedikunjet Vacations, Hilton Hotels, JetBlue Airwagsarwood Hotels & Resorts Worldwide,
Royal Caribbean, Southwest Airlines, and UnitediAé@s.

Our revenues are derived principally from shé&e of advertising on odiravelzoowebsite and in oufravelzoo Top 2@-mail newsletter.
Critical Accounting Policies

We believe that there are a number of accogmgolicies that are critical to understanding loigtorical and future performance, as these
policies affect the reported amounts of revenuethadnore significant areas involving managemguotigments and estimates. These
significant accounting policies relate to reveneeognition and the provision for doubtful accoufisese policies, and our procedures related
to these policies, are described in detail below.

Revenue Recognition

Substantially all of our revenues are advieigisevenues, consisting of fees paid by travel gamnes to advertise their special offers on the
Travelzoowebsite, thélravelzoo Top 2@-mail newsletter, and th&’eekend.cora-mail newsletter. Listing fees are based on placgm
number of listings, number of impressions, or nundielickthroughs. Banner advertising rates arseldlaon CPM rates (cost per thousand
impressions). Smaller advertising agreements —eafyi $2,000 or less per month ypically renew automatically each month if theg aot
terminated by the client. Larger agreements ariedjly related to advertising campaigns and areantdmatically renewed.

We recognize advertising revenues in the plariovhich the advertisement is displayed, provitted evidence of an arrangement exists,
the fees are fixed and determinable, no significdtigations remain at the end of the period, avitbction of the resulting receivable is
deemed probable. If fixed-fee advertising is digpthover a term greater than one month, reveneeseaognized ratably over the period. To
the extent that any minimum guaranteed impressaoasot met during the contract period, the Compiaigrs recognition of the
corresponding revenues until the guaranteed imjpresare achieved. Fees for banner advertisingotiret variable-fee advertising
arrangements are recognized based on the numbapidssions displayed or clicks delivered during pleriod.

Under these policies, no revenue is recognizgelss persuasive evidence of an arrangemensgededtvery has occurred, the fee is fixe
determinable, and collection is deemed probable.Gbmpany evaluates each of these criteria asisilo

. Evidence of an arrangemeiWe consider a n-cancelable insertion order signed by the cliefte¢@vidence of an arrangeme

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

. Fixed or determinable feWe consider the fee to be fixed or determinabthéffee is not subject to refund or adjustm

. Collection is deemed probabM/e conduct a credit review for all significant tsactions at the time of the arrangement to deternfia
credit-worthiness of the client. Collection is deshprobable if we expect that the client will béeao pay amounts under the
arrangement as payments become due. If we detethaheollection is not probable, then we recogtliwerevenue upon cash
collection, provided that the other criteria foveaue recognition have been

Provision for Doubtful Accounts

We initially record a provision for doubtfut@ounts based on our historical experience of vafite and then adjust this provision at the
end of each reporting period based on a detaileglsament of our accounts receivable and allowanwagotbtful accounts. In estimating the
provision for doubtful accounts, management comsitlee age of the accounts receivable, our histbwcite-offs, the
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credit-worthiness of the client, the economic ctinds of the client’s industry, and general ecormounditions, among other factors. Should
any of these factors change, the estimates madwhagement will also change, which could impactdkel of our future provision for
doubtful accounts. Specifically, if the financiandition of our clients were to deteriorate, affegttheir ability to make payments, additional
provision for doubtful accounts may be required.

Results of Operations

The following table sets forth, as a perceatafjtotal revenues, the results of our operationshe periods indicated.

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
Revenue: 10C% 10C% 10C% 100%
Cost of revenue 2 4 2 4
Gross profit 98 96 98 96
Operating expense
Sales and marketir 53 60 53 57
General and administrati 23 20 24 24
Merger expense — — — 1
Total operating expens: 76 80 77 82
Income from operatior 22 16 21 14
Income before income tax 22 16 21 14
Income taxe: 9 6 9 6
Net income 13% 10% 12% 8%
[ ] [ | [ | [ |

For the nine months ended September 30, 20038eported pre-tax income of approximately $2.lfioni. As of September 30, 2003, we
had retained earnings of approximately $3.3 million

Revenues

Our total revenues increased to $4.8 millienthe three months ended September 30, 2003,$&&million for the three months ended
September 30, 2002. Our total revenues increas®ti2@ million for the nine months ended Septen3#er2003, from $6.7 million for the
nine months ended September 30, 2002. The inchease total revenues was due to signing on neantdi and increased spending from
existing clients. During the three months ended&uaper 30, 2003, we recognized revenue of $30,8fed to advertising delivered in the
second quarter of 2003 for which collectibility wast probable and therefore recognized on a casdived basis.

Cost of Revenues

Cost of revenues consists of network expenselsiding fees we pay for co-location serviceqréeiation of network equipment and
salary expenses associated with network operasi@afis Our cost of revenues increased to $94,00¢hfothree months ended September 30,
2003, from $90,000 for the three months ended Sdpee 30, 2002. Our cost of revenues decreaseds®, @20 for the nine months ended
September 30, 2003, from $262,000 for the nine hwahded September 30, 2002. As a percentageefueycost of revenues decreased to
2% for the nine months ended September 30, 2003 4% for the nine months ended September 30, Z0¥decrease resulted primarily
from an increase in revenues that was not offserbncrease in our network operations costs.

Operating Expenses

. Sales and Marketingales and marketing expenses consist primarilgeédising and promotional expenses, public retegiexpenses,
conference expenses, commission expenses, anyg egtmnses associated with sales and marketirfg Stdés and marketing expenses
increased to $2.5 million for the three months enBeptember 30, 2003 from $1.5 million for the ¢hneonths ended September 30,
2002. Sales and marketing expenses increased&ar#ion for the nine months ended September 8032rom $3.8 million for the
nine months ended September 30, 2002. The incieasdes and marketing expenses:
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primarily due to the increase in sales and i@y personnel and an increase of our advertisitge Travelzodorand. In the nine
months ended September 30, 2003 and 2002, adugrégpenses accounted for 70% and 68%, respectofetales and marketing
expenses. Advertising activities during the twoiqs were of the same typé€. online advertising). During the nine months ended
September 30, 2003 and 2002, $344,000 and $367&&k)tkctively, of advertising services were puretldsom the Company'’s clients
under no-barter arrangement

. General and Administrativéseneral and administrative expenses consist piliynafrcompensation for administrative and executive
staff, fees for professional services, rent, baat d&pense, amortization of intangible assets amei@l office expense. General and
administrative expenses increased to $1.1 millartHe three months ended September 30, 2003 f&28,800 for the three months
ended September 30, 2002. General and adminigm@tipenses increased to $3.1 million for the nipatits ended September 30, 2003
from $1.6 million for the nine months ended Septen80, 2002. General and administrative expensgeased primarily due to an
increase in expenses for office space and an iser@aexpenses for professional services primegibted to a secondary offerir

. Merger Expense:Merger expenses consist of expenses relating tretistration statement and proxy statement filét the SEC
relating to the merger of Travelzoo.com Corporatiin Travelzoo Inc. Merger expenses were $-0bfuth the three months ended
September 30, 2003 and the three months endedntegt&0, 2002. Merger expenses decreased to $-thdmine months ended
September 30, 2003 from $55,000 for the nine moatited September 30, 2002 as the merger was cethjle2002. The expenses
consisted mostly of fees for professional legal aocbunting service

Income Taxes

For the three months ended September 30, 20908 corded an income tax provision of $438,0@0.tke three months ended
September 30, 2002, we recorded an income taxgoovof $171,000. For the nine months ended Sepet) 2003, we recorded an
income tax provision of $1.1 million. For the nim®nths ended September 30, 2002, we recorded améntax provision of $405,000. Our
income is generally taxed in the U.S. and our inedax provision reflects federal and state stayutates applicable to our levels of income
and the effect of non-deductible merger expense9a@?2.

Liquidity and Capital Resources

As of September 30, 2003, we had $3.0 mililooash and cash equivalents. Cash and cash egpisahcreased from $1.3 million on
December 31, 2002, primarily as a result of opegaiticome and an increase in accrued expenses byfsa increase in accounts receivable.
We expect that cash flows generated from operatidihsontinue to be sufficient to provide for oworking capital needs in the near future.

Net cash provided by operating activitiesha hine months ended September 30, 2003 was $li@miNet cash provided by operating
activities in the nine months ended September 802 2vas $299,000. In the nine months ended Septe®dh@003, net cash provided by
operating activities resulted primarily from opémgtincome and an increase in accrued expensest dffsan increase in accounts receivable.
In the nine months ended September 30, 2002, sbtpravided by operating activities resulted pritgdrom operating income and an
increase in accounts payable offset by income tgxents.

Net cash used in investing activities was 4@ ,and $112,000 during the nine months ended Séete30, 2003 and 2002, respectively.
In both periods, cash was used in investing a@witor equipment purchases.

There were no cash flows related to finan@atyities in the nine months ended September 303 2nd 2002.

Our capital requirements will depend on a nends factors, including market acceptance of aodpcts and services, the amount of
resources we devote to our products, includingrta@elzoowebsite, thélravelzoo Top 2@ewsletter, th&Veekend.comewsletter, the
expansion of our operations and the amount of ressuve devote to promoting awareness offitaelzoobrand. Consistent with our
growth, we have experienced a substantial incrimager sales and marketing expenses and generadmuhistrative expenses since
inception, and we anticipate that these increasiésamtinue for the foreseeable future. We belieash on hand and generated during those
periods will be sufficient to pay such costs. Inliéidn, we will continue to evaluate possible intveents in businesses, products and
technologies, the consummation of any of which \@dntrease our capital requirements.
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Although we currently believe that we havefisignt capital resources to meet our anticipatedking capital and capital expenditure
requirements beyond the next 12 months, unanteipatents and opportunities may require us taasielitional equity or debt securities or
establish new credit facilities to raise capitabider to meet our capital requirements. If we additional equity or convertible debt securil
the sale could dilute the ownership of our exisstarkholders. If we issue debt securities or distala new credit facility, our fixed
obligations could increase and result in operatiogenants that would restrict our operations. Weoabe sure that any such financing will
be available in amounts or on terms acceptabls.to u

RISK FACTORS

Investing in our common stock involves a high degrferisk. Any or all of the risks listed below wbhave a material adverse effect on
our business, our quarterly and annual operatingulés or financial condition, which could cause tharket price of our stock to decline or
cause substantial volatility in our stock pricewihich event the value of your common stock coeddirte. You should also keep these risk
factors in mind when you read forwelooking statements. We have identified all ofrttaerial risks which we believe may affect our
business and the principal ways in which we anéitggghat they may affect our business or finanoeddition.

Risks Related to Our Financial Condition and Busines Model
Our limited operating history makes our businessfiiult to evaluate.

We have only a limited operating history fauyto consider in evaluating our business. As angatompany, we face risks and
uncertainties relating to our ability to succedgfuhplement our business plan. You must considerrisks, expenses and uncertainties which
can materially affect the business of an earlyestagmpany like ours. These risks include uncestaiftether we will be able to:

» increase awareness of {Travelzocbrand;
 attract and retain additional travel companiesstotheir special offers with u
* attract additional Internet users to Travelzocwebsite;
 increase the functionality of our products and ey,
e maintain our current, and develop new, businesdioglships
» respond effectively to competitive pressures;
» continue to develop and upgrade our technol
We cannot assure you that we will sustain profitktyi.

Although we have been profitable in the ptmtre is no assurance that we will continue torodéitable. We forecast our future expense
levels based on our operating plans and our estgratfuture revenues. We may find it necessapctelerate expenditures relating to our
sales and marketing efforts or otherwise increasdivancial commitment to creating and maintainibomgnd awareness among travel
companies and Internet users. If our revenues gt@aslower rate than we anticipate, or if our siy@nlevels exceed our expectations or
cannot be adjusted to reflect slower revenue growghmay not generate sufficient revenues to sugtafitability. In this case, the value of
the shares of Travelzoo could be reduced.

Fluctuations in our operating results may negatiyeimpact our stock price.

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

. mismatches between resource allocation and clemiatid due to difficulties in predicting client derdan a new marke
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. changes in general economic conditions that coffédtamarketing efforts generally and online maikgtefforts in particular
. the magnitude and timing of marketing initiativ

. the maintenance and development of our stratetzitiorships;

. the introduction, development, timing, compeditpricing and market acceptance of our productsservices and those of our
competitors

. our ability to attract and retain key personi

. our ability to manage our anticipated growth angamsion;

. our ability to attract traffic to our website; a

. technical difficulties or system downtime affectithg Internet generally or the operation of ourdoieis and services specifical

In addition, we plan to significantly increasar operating expenses to expand our sales arketiray, and production department. If
revenues fall below our expectations in any quarter we are unable to quickly reduce our spendingsponse, our operating results would
be lower than expected and our stock price may fall

In addition, we are required under generatlyepted accounting principles to review our intalgassets for impairment when events or
changes in circumstances indicate the carryingevalay not be recoverable. We may be required trdex significant expense or charge to
earnings in our financial statements in the peang impairment of intangible assets is determined.

We depend on two clients for a substantial partoofr revenues.

In the nine months ended September 30, 20@8¢clients accounted for 12% and 11%, respectivalpur revenues. In the fiscal year
ended December 31, 2002, two clients accountedi5es and 14%, respectively, of our revenues. The dd®ne client or both clients may
result in a significant decrease in our revenuekraaults of operations, which could have a mdtadserse effect on our business.

Our business model is unproven and may not be adhf# to a changing market.

Our current revenue model depends on advagtieies from travel companies using our produ€turrent clients decide not to continue
advertising their sales and specials with us andngainable to replace them with new clients, augiriess may be adversely affected. To be
successful, we must provide online marketing sohgithat achieve broad market acceptance by tcavabanies. In addition, we must attract
sufficient Internet users with attractive demogiaharacteristics to our products. It is posstbkt we will be required to further adapt our
business model in response to changes in the cadimertising market or if our current business nhaglaot successful. If we are not able to
anticipate changes in the online advertising maokéft our business model is not successful, owirerss could be materially adversely
affected.

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

We intend to continue to grow our business, iatend to fund our current operations and ouicar#ted growth from the cash flow
generated from our operations and our retainedreggnHowever, these sources may not be suffit@nteet our needs. We may not be able
to obtain additional financing on commercially reaable terms, or at all.

If additional financing is not available whegguired or is not available on acceptable ternesmay be unable to fund our expansion,
successfully promote our brand name, develop ocamedhour products and services, take advantagesofdss opportunities or respond to
competitive pressures, any of which could have teriz adverse effect on our business.
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If we choose to raise additional funds throtlghissuance of equity securities, you may expeéssignificant dilution of your ownership
interest, and holders of the additional equity séies may have rights senior to those of the hlad our common stock. If we obtain
additional financing by issuing debt securitieg tirms of these securities could restrict or preus from paying dividends and could limit
our flexibility in making business decisions.

Our business may be sensitive to recessions.

The demand for online advertising may be lihiethe level of economic activity and employmienthe U.S. and abroad. Specifically, «
business is dependent on the spending of travepanies. The current recession has decreased contaned and caused travel companies
to reduce or postpone their marketing spendingrgélgeand their online marketing spending in partar. If the current economic downturn
continues or worsens in the U.S. or abroad, ouinkess and financial condition could be materiatlyersely affected.

We may face significant costs with respect to tledicery of paper copies of reports to our stockhasl.

The Securities Exchange Act of 1934 requietoyprovide paper copies of certain reports tosbockholders who do not consent to
receiving electronic delivery. If a significant nber of our stockholders do not consent to electrdelivery of stockholder communications
or revoke such consent, we may face significanisoedated to the printing and mailing of such mgo

Risks Related to Our Markets and Strategy
The Internet is not a proven marketing medium.

The future of our business is dependent omkigwing acceptance by travel companies of therates an effective marketing tool, anc
the ongoing acceptance by consumers of the Intashatsource for information on offers from tras@inpanies. The adoption of online
marketing by travel companies, particularly amdmase that have historically relied upon traditioadVertising methods, requires the
acceptance of a new way of conducting businesketiag and advertising. Many of our potential cteehave little or no experience using
Internet as a marketing tool, and not all Inteurssrs have experience using the Internet to lookdoel offers. As a result, we cannot be
that we will be able to effectively compete withditional advertising methods. If we are unabledmpete with traditional advertising
methods, our business and results of operations t@umaterially adversely affected.

We may experience reduced visitor traffic, reduacestenue and harm to our reputation in the eventuiexpected network
interruptions caused by system failures.

Our servers and software must be able to acemiate a high volume of traffic. Any substantiairease in demands on our servers will
require us to expand and adapt our network infuasire. If we are unable to add additional softwaard hardware to accommodate increased
demand, we could experience unanticipated systerations and slower response times. Any catasizdaliure at our co-location facility
could prevent us from serving our web traffic fprto several days, and any failure of our Intes@vice provider may adversely affect our
network’s performance. Our clients may become tisfiad by any system failure that interrupts obility to provide our products and
services to them or results in slower responsestiMée do not maintain business interruption insceadny system failure, including
network, software or hardware failure, that cawsemterruption in the delivery of our products @ealvices or a decrease in responsivene
our services could result in reduced revenue anttlaoaterially adversely affect our reputation dnand.

We may not be able to develop awareness of our Braame.

We believe that continuing to build awarenafsthe Travelzodbrand name is critical to achieving widespread pizoee of our business.
Brand recognition is a key differentiating facton@ng providers of online advertising opportunitiasd we believe it could become more
important as competition in our industry increasesrder to maintain and build brand awarenessmnust succeed in our marketing efforts,
provide high quality service and increase the nurmbénternet users with favorable demographiceg3iravelzoo. If we fail to successfully
promote and maintain our brand, incur significatgenses in promoting our brand and fail to genaaaterresponding increase in revenue as
a result of our branding efforts, or encounter ledestacles which prevent our continued use ofbmand name, our business could be
materially adversely affected.
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The adoption of legislation regarding the use ofpaoip or pop-under ads or the adoption of “filter"adtware could adversely affect our
business.

As part of our strategy, we currently utilere online marketing program, including the usepaf-up” and “pop-under” advertisements, to
promote our brands to Internet users and sign bpcsibers for our e-mail newsletters. To date, goveental regulations have not materially
restricted the use of such online marketing. Howethe legal and regulatory environment that pegad the Internet is uncertain and may
change. In addition, if “filter” software prograntbat limit or prevent advertising from being delied to an Internet user's computer are
widely adopted, our online marketing programs, @nirn our business, could be materially adverséigcted.

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

Events like the war with Iraq or the terroastiacks on the United States in 2001 have a negatipact on the travel industry. We are n
a position to evaluate the net effect of theseuonstances on our business. In the longer termhasiness might be negatively affected by
financial pressures on the travel industry. Howgwar business may also benefit if travel compaimesease their efforts to promote special
offers or other marketing programs. If the eveatiit in a longerm negative impact on the travel industry, sucpdct could have a mater
adverse effect on our business.

We will not be able to attract travel companiesioternet users if we do not continually enhance axdeévelop the content and features
of our products and services.

To remain competitive, we must continually hoye the responsiveness, functionality and featofesir products and services. We may
not succeed in developing features, functions, yectsdor services that travel companies and Intersets find attractive. This could reduce
the number of travel companies and Internet ussrgour products and materially adversely affestlusiness.

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

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

« rapidly changing technology in online advertisi

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

» competing products and services that offer incretsectionality; anc

» changes in travel company and Internet user regainés.

If we are unable to timely and successfullyedep and introduce new products and enhancememtsisgting 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 abilitytttact, train, motivate and retain highly skillesgoyees. We may be unable to retain our
skilled employees or attract, assimilate and ret#tier highly skilled employees in the future. Wavé from time to time in the past
experienced, and we expect to continue to expegianthe future, difficulty in hiring and retainiridgghly skilled employees with appropriate
qualifications. If we are unable to hire and reslilled personnel, our growth may be restrictedicl could adversely affect our future
success.

We may not be able to effectively manage our expagaperations.

We have recently experienced a period of rgpdavth. In order to execute our business planmust continue to grow significantly. As of
September 30, 2003, we had 37 employees. We ettidhe number of our employees will continuenteréase for the foreseeable future.
This growth has placed, and our anticipated fugmosvth combined with the requirements we face as a
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public company will continue to place, a signifitatrain on our management, systems and resodéexpect that we will need to continue
to improve our financial and managerial controld egporting systems and procedures. We will algminie continue to expand and maintain
close coordination among our technical, accounfingnce and sales and marketing organizationsmake not succeed in these efforts. Our
inability to expand our operations in an efficiemhnner could cause our expenses to grow dispropaitly to revenues, our revenues to
decline or grow more slowly than expected and etfser have a material adverse effect on our business

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

We compete with large Internet portal siteghsas About.com, America Online, Lycos, MSN andha@l, that offer listings or other
advertising opportunities for travel companies. Seheompanies have significantly greater finantéhnical, marketing and other resources
and larger client bases than we do. In additionc@rapete with newspapers, magazines and othetitnaali media companies that provide
online advertising opportunities. We expect to fadditional competition as other established andrging companies, including print media
companies, enter the online advertising market.

We believe that there will be rapid businemssolidation in the online advertising industry.cacdingly, new competitors may emerge and
rapidly acquire significant market share. The depeient of competing technologies by market paricip or the emergence of new industry
standards may also adversely affect our competitbsition. Competition could result in reduced niaggn our services, loss of market st
or less use ofravelzooby travel companies and consumers. If we are rlettalcompete effectively with current or futurexgoetitors as a
result of these and other factors, our busineskldmimaterially adversely affected.

Loss of any of our key management personnel couéyatively impact our business.

Our future success depends to a significaieneon the continued service and coordinationuofroanagement team, particularly Ralph
Bartel, our Chairman, President, Chief Executivéd@f, Chief Financial Officer and Secretary. Thed or departure of any of our officers or
key employees could materially adversely affectatility to implement our business plan. We domaintain key person life insurance for
any member of our management team. In additiorexpect new members to join our management teatreifuture. These individuals will
not previously have worked together and will beuiezd to become integrated into our management.téaoar key management personnel
are not able to work together effectively or sustdy, our business could be materially adversdfgcted.

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

We use technology and software products fitwind parties including Microsoft. Technology frormarccurrent or other vendors may not
continue to be available to us on commercially oeable terms, or at all. Our business will suffevé are unable to access this technolog
gain access to additional products or to integnate technology with our existing systems. This dazduse delays in our development and
introduction of new services and related productsmancements of existing products until equiviademeplacement technology can be
accessed, if available, or developed internallfgaible. If we experience these delays, our lssimould be materially adversely affected.

Risks Related to the Market for our Shares
We cannot be sure that an active market for our seéawill develop or be maintained in the future.

On August 28, 2002, our shares commencediigaati the OTC Bulletin Board. However, there hasrbenly limited trading in the shares
since that time, at widely varying prices, andtiiagling to date has not resulted in an active mddteour shares. We cannot assure you that
an active market for our shares will be establishreghaintained in the future. If such market is established or maintained, stockholders
not be able to readily sell their shares.
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We cannot be sure that our application for listiran the NASDAQ SmallCap Market will be approved.

We have submitted an application for listimgtbe NASDAQ SmallCap Market under the symbol “TZOBEven if we meet the
requirement for 300 round lot holders of our commstatk, we would still need to meet the remainifgSIDAQ SmallCap Market listing
requirements, including our common stock havingigimum bid price of $4.00 per share. There candassurance that our shares will be
listed on the NASDAQ SmallCap Market. In the eveut shares are not listed on the NASDAQ SmallCapkktaour shares will continue to
trade on the OTC Bulletin Board.

We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and whous Chairman of the Board, President, Chief Exgeudfficer, Chief Financial Officer
and Secretary, is our largest stockholder, holdiogroximately 70% of our outstanding shares wittiomg to increase his percentage
ownership to 72% on a fully-diluted basis, assun@tidormer stockholders of Travelzoo Bahamas nexshares of Travelzoo Inc. Through
his share ownership, he is in a position to corifravelzoo and to elect our entire board of diresto

Investors may face significant restrictions on thesale of our stock due to federal penny stock rkegions.

If our shares trade at less than five dolfemsshare, since the shares are not listed orogmezed national exchange or on NASDAQ, our
common stock may be deemed to be a “penny stoak®muRule 3a51-1 under the Securities Exchange At®84. Compliance with the
requirements governing penny stocks may make ierddficult for investors in our common stock tesed their shares to third parties or to
otherwise dispose of them.

Section 15(g) of the Exchange Act, and Rulg-2%under the Exchange Act, require broker-dealesding in penny stocks to provide
potential investors with a document disclosingribks of penny stocks and to obtain a manuallyesigand dated written receipt of the
document before effecting any transaction in a pestock for the investor’'s account. Moreover, RLbg-9 promulgated under the Securities
Exchange Act of 1934 requires broker-dealers impestocks to approve the account of any investotrémsactions in such stocks before
selling any penny stock to that investor. Thesairegnents significantly increase the time necesfara broker-dealer to sell a stock and
limit the available purchasers for a stock.

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 noerrally restricted use of the Internet in our maskélowever, the legal and regulatory
environment that pertains to the Internet is uraderand may change. Uncertainty and new regulationfd increase our costs of doing
business, prevent us from delivering our produntsservices over the Internet or slow the growtthefinternet. In addition to new laws and
regulations being adopted, existing laws may bdiegpo the Internet. New and existing laws mayeragsues which include:

 user privacy
» consumer protectior
» copyright, trademark and patent infringeme
 pricing controls
 characteristics and quality of products and sesy
» sales and other taxes; a
 other claims based on the nature and content efrlat materials
We may be unable to protect our registered tradeknar other proprietary intellectual property rights
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Our success depends to a significant degree thfe protection of th€ravelzodbrand name. We rely upon a combination of copyright
trade secret and trademark laws and non-discl@wdether contractual arrangements to protectraaliéctual property rights. The steps we
have taken to protect our proprietary rights, hosvemnay not be adequate to deter misappropriafignaprietary information.

The U.S. Patent and Trademark Office regidténe trademark for “Travelzoo” on January 23, 200dve are unable to protect our rights
in the mark, a key element of our strategy of prongoTravelzooas a brand could be disrupted and our businesd beuhdversely affected.
We may not be able to detect unauthorized use opamprietary information or take appropriate stepenforce our intellectual property
rights. In addition, the validity, enforceabilith@ scope of protection of intellectual propertyriternet-related industries is uncertain and still
evolving. The laws of other countries in which waynmarket our services in the future are uncedashmay afford little or no effective
protection of our intellectual property. The unauthed reproduction or other misappropriation of proprietary technology could enable
third parties to benefit from our technology andrat name without paying us for them. If this wer@tcur, our business could be materially
adversely affected.

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

We cannot be certain that our products, cdraed brand names do not or will not infringe valatents, copyrights or other intellectual
property rights held by third parties. While we bavtrademark for “Travelzoothiany companies in the industry have similar namelsiding
the word “travel”. We expect that infringement ofai in our markets will increase in number as mamtigipants enter the markets. We may
be subject to legal proceedings and claims frone tiotime relating to the intellectual propertyotifiers in the ordinary course of our
business. We may incur substantial expenses imdigfig against these third party infringement clairegardless of their merit, and such
claims could result in a significant diversion bétefforts of our management personnel. Succeisdfirgement claims against us may result
in monetary liability or a material disruption imet conduct of our business.

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

We may be sued for defamation, negligenceyrigipt or trademark infringement or other legalicia relating to information that is
published or made available in our products. Thgses 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 akilities or claims resulting from unsolicited
e-mail or spamming, lost or misdirected messagesurgy breaches, illegal or fraudulent use of a@krainterruptions or delays in e-mail
service. In addition, we could incur significanst®in investigating and defending such claimsnéf/ere ultimately are not liable. If any of
these events occur, our business could be mayeaidersely affected.

ltem 3. Quantitative and Qualitative Disclosures About MakRisk

The Company has no outstanding debt, is patrey to any derivatives transactions, and doehiae¢ any other material liabilities or
assets which are subject to risks relating to @stierates, currency exchange rates, commaodity fske or other market risks.

Item 4. Controls and Procedures

(a) As of September 30, 2003, we carried aw\aluation, under the supervision and with théigpation of the Compang' managemer
including the Company’s President, Chief Execufficer and Chief Financial Officer along with t®@mpany’s Controller (Chief
Accounting Officer), of the effectiveness of thesigg and operation of our disclosure controls amtgdures pursuant to Exchange Act
Rule 13a-14. Based upon that evaluation, the Coygipd&resident, Chief Executive Officer and Chiefidicial Officer along with the
Companys Controller (Chief Accounting Officer) concluddtht our disclosure controls and procedures aretféein timely alerting them
material information relating to the Company (irdihg its consolidated subsidiaries) required tanokided in our periodic SEC filings as of
September 30, 2003.

During the quarter ended September 30, 20@3¢etwas no change in our internal control ovearfaial reporting (as defined in Rule 13a-
15(f) and 15615(f) under the Exchange Act) that materially atféel; or is reasonably likely to materially affeibie Company's internal cont
over financial reporting.
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PART Il. OTHER INFORMATION
Item 6. Exhibits and Reports on Form 8-K

(a) The following exhibits are filed as paftluis report:

Exhibit

Number Description

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

3.2 By-laws of Travelzoo Inc. (Incorporated by referenc our Pre-Effective Amendment No. 6 to our Reegi®n Statement
on Form &4 (File No. 33-55026), filed February 14, 200

31.1 Certification of Chief Executive Officer and Chieinancial Officer pursuant to Rule 13a-14(a) andeRibd-14(a),
promulgated under the Securities Exchange Act 8#418s amende

32.1 Certification of Chief Executive Officer and Chieinancial Officer pursuant to 18 U.S.C. Section(,3%s adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 200z
(b) Reports on Form 8-K

On July 17, 2003, the Company filed a curreport on Form 8-K dated July 11, 2003 which anmedrthe Company’s financial results
for the quarter ended June 30, 2003. A copy ofdhmpany’s press release announcing the resultatisshed and incorporated therein by
reference.
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SIGNATURES

Pursuant to the requirements of Section 1B5¢dl) of the Securities Exchange Act of 1934, tlegiRrant has duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized, in the City of New York, StateMdw York, on November 13, 2003.

TRAVELZOO INC. (Registrant

By: /s/ RALPH BARTEL
Ralph Barte
Chairman of the Board, Chief Execut
Officer, and Chief Financial Office

By: /s/ LISA SU

Lisa Su
Controller (Chief Accounting Office
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EXHIBIT 31.1

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

I, Ralph Bartel, certify that:

1.

6.

| have reviewed this quarterly report on Forn-Q of Travelzoo Inc.

Based on my knowledge, this quarterly repogsdnot contain any untrue statement of a mat@céalor omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statememtd other financial information included in thigarterly report, fairly represent in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrants and ha

(&) designed such disclosure controls and piwes, or caused such disclosure controls and gwoes to be designed under our
supervision, to ensure that material informatidatieg to the registrants, including their consatiell subsidiaries, is made knowt
us by others within those entities, particularlyidg the period in which this quarterly report ity preparec

(b) [omitted]

(c) evaluated the effectiveness of the regisstalisclosure controls and procedures and predantthis report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) disclosed in this report any change inrggstrants’ internal control over financial repogtthat occurred during the registrants’
most recent fiscal quarter that has materiallyciéfe, or is reasonably likely to materially affette registrantsinternal control ove
financial reporting; an

The registrants’ other certifying officer anldave disclosed, based on our most recent evaluafiinternal control over financial
reporting, to the registrants’ auditors and theitacmmmittee of the registrants’ board of direct@spersons performing the equivalent
functions):

(a) all significant deficiencies and materiaaknesses in the design or operation of internattabover financial reporting which are
reasonably likely to adversely affect the regigis’ ability to record, process, summarize and repagrfcial information; an

(b) any fraud, whether or not material, thaires management or other employees who havendisant role in the registrants’
internal controls over financial reportir

The registrant’s other certifying officer anldave indicated in this quarterly report whethenot there were significant changes in
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tonsfigant deficiencies and material weaknes

Date: November 13, 20( By: /sl RALPH BARTEL

Ralph Barte
Chairman of the Board, Chief Executi
Officer, and Chief Financial Office



Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis Report to be signed on its behalf by
the undersigned thereunto duly authorized and efttte undersigned hereby certifies, pursuant t&J B C. 81350, as adopted pursuant to
8906 of the Sarbanes-Oxley Act of 2002, to the bEbis knowledge, that (1) this Report complieiwihe requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4l88d (2) the information contained in this regantly presents, in all material respects,
the financial condition and results of operatiohthe registrant. A signed original of this writtetatement required by Section 906 has been
provided to Travelzoo Inc. and will be retainedTavelzoo Inc. and furnished to the Securities Brchange Commission on request.

TRAVELZOO INC.
(Registrant’

Date: November 13, 20( By: /sl RALPH BARTEL

Ralph Barte
Chairman of the Boarc
Chief Executive Officer, ar
Chief Financial Officel

End of Filing
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