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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
(Mark One)

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2007

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 charter)

DELAWARE 36-4415727
(Sate or other jurisdiction of (I.R.S employer
incorporation or organization) identification no.)
590 Madison Avenue, 21st Floor, 10022
New York, New York (Zip code)

(Address of principal executive offices)

Registrant’s telephone number, including area c(®i2) 521-4200

Indicate by check mark whether the registtaphas filed all reports required to be filed bycfon 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was redquodile such reports), and (2) has been

subject to such filing requirements for the pastfigs. Yesd NoO

Indicate by check mark whether the registiquat large accelerated filer, an accelerated fileg non-accelerated filer. See definition of

“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.
Large accelerated fildd Accelerated file& Non-accelerated fil&d

Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 offkehange Act). YeEl No ™
The number of shares of Travelzoo common stat&tanding as of May 1, 2007 was 15,250,479 share
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PART I—FINANCIAL INFORMATION

Iltem 1. Unaudited Condensed Consolidated Financsthtements

TRAVELZOO INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except par value)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, less allowance for doubtfaloants of $740 and $726 as of March 31, 2007 and
December 31, 2006, respectivi
Deposits
Prepaid expenses and other current a:
Deferred income taxe
Total current asse

Deposits, less current portit
Property and equipment, r
Intangible assets, n

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu
Income tax payabl
Total liabilities

Other liabilities

Commitments and contingenci
Stockholder' equity:
Common stock, $0.01 par value (40,000 shares am#ithrl 5,250 shares issued and outstanding as
March 31, 2007 and December 31, 20
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholdel equity
Total liabilities and stockholde’ equity

March 31, December 31
2007 2006
$ 39,88¢ $ 33,41¢
9,22( 7,27¢
29t 177
941 50€
1,98( 1,98(
52,32¢ 43,35:
107 14z
21¢ 17z
32 34
$52,68¢ $ 43,70(
$ 4,28¢ $ 2,83¢
2,63: 2,14¢
774 75C
2,97¢ 1,142
10,66¢ 6,88(
1,14¢ 3
152 152
2,07¢ 2,07¢
38,62¢ 34,56¢
11 22
40,86¢ 36,81
$52,68¢ $ 43,70(

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

Revenue!
Cost of revenue
Gross profit
Operating expense
Sales and marketir
General and administratiy
Total operating expens
Income from operatior
Interest incom
Loss on foreign currenc
Income before income tax exper
Income tax expens
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 condensedlitiated financial statements.
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Three Months Ended

March 31,

2007 2006
$19,74( $16,92¢
358 264
19,38’ 16,66¢
9,317 7,09¢
2,59:¢ 2,601
11,91( 9,70(
7,471 6,96¢
364 344
@) )
7,84( 7,301
3,771 3,18¢
$ 4,068 $ 4,11¢
$ 0.27 $ 0.2¢
$ 0.2t $ 0.24
15,25( 16,10:
16,48( 17,29¢
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TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Three Months Ended March 31

2007 2006
Cash flows from operating activities:
Net income $ 4,068 $ 4,11¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 31 33
Provision for losses on accounts receivi 28 247
Accrued income for sh¢-term investment — (16€)
Changes in operating assets and liabilit
Accounts receivabl (1,977 (24¢)
Deposits (83 3
Prepaid expenses and other current a: (439 (243
Accounts payabl 1,44¢ 11¢F
Accrued expense 481 (15€)
Deferred revenu 24 338
Income tax payabl 1,83: 1,76(
Other liabilities 1,14¢ —
Net cash provided by operating activit 6,56( 5,79(
Cash flows from investing activities:
Purchases of property and equipm (77) (56)
Purchase of shc-term investment — (14,667
Sale of sho-term investment — 20,00(
Net cash provided by (used in) investing activi (77) 5,281
Cash flows from financing activities:
Repurchase of common sta — (8,599
Net cash used in financing activiti — (8,599
Effect of exchange rate changes on cash and casvadnts (9 (4)
Net increase in cash and cash equival 6,47¢ 2,47:
Cash and cash equivalents at beginning of pe 33,41¢ 24,46¢
Cash and cash equivalents at end of pe $ 39,88¢ $ 26,94:
Supplemental disclosure of cash flow informati
Cash paid for income taxes, net of refunds rece $ 80C $ 1,42

See accompanying notes to unaudited condensedlitiated financial statements.
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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 “Travelzod$)an Internet media company. Travelzoo's prodintiude theTravelzoo Web sites
(which includes www.travelzoo.com, www.travelzoq.eavw.travelzoo.co.uk, www.travelzoo.de, among oshetheTravelzoo Top 20 e-mail
newsletter, théewsflash e-mail product, and th8uper Search pay-per-click travel search engine.

Travelzoo is controlled by Ralph Bartel, whedchbeneficially approximately 50.2% of the outslimg shares as of May 1, 2007.

The accompanying unaudited condensed consetidenancial statements have been prepared bgdngpany in accordance with the ru
and regulations of the U.S. Securities and Exch&wgamission (SEC). Certain information and footrdiselosure normally included in
consolidated financial statements prepared in aegwe with Generally Accepted Accounting Principlethe United States of America have
been condensed or omitted in accordance with auleb and regulations. In the opinion of managentartaccompanying unaudited
condensed consolidated financial statements redleatljustments, consisting only of normal requgradjustments, necessary to present f
the financial position of the Company, and its tessof operations and cash flows. These condensesbtidated financial statements should
be read in conjunction with the Company’s auditedsolidated financial statements and related redes and for the year ended
December 31, 2006, included in the Company’s FddrAK filed with the SEC on March 15, 2007.

The consolidated financial statements inclilndeaccounts of the Company and its wholly-owndabgliaries. All significant intercompany
accounts and transactions have been eliminateshisotidation. All foreign subsidiaries use the laaarency of their respective countries as
their functional currency. Assets and liabilitiee &ranslated into U.S. dollars at exchange ratesgiling at the balance sheet dates. Reve
costs and expenses are translated into U.S. daliaserage exchange rates for the period.

The results of operations for the three moetided March 31, 2007 are not necessarily indieaifithe results that may be expected for
the year ending December 31, 2007 or any otherdyariod, and the Company makes no representattated thereto.

The Company was formed as a result of a coatioim and merger of entities founded by the Comigamgajority stockholder, Ralph
Bartel. In 1998, Mr. Bartel founded Travelzoo.comwr@bration, a Bahamas corporation, which issue8%H84 shares via the Internet to
approximately 700,000 “Netsurfer stockholders”iorcash consideration. In 1998, Mr. Bartel alsofited Silicon Channels Corporation, a
California corporation, to operate theavelzoo Web site. During 2001, Travelzoo Inc. was formea asibsidiary of Travelzoo.com
Corporation, and Mr. Bartel contributed all of ihestanding shares of Silicon Channels to Travelnooin exchange for 8,129,273 shares of
Travelzoo Inc. and options to acquire an additi@)a68,349 shares at $1.00. The merger was acabfortas a combination of entities under
common control using “as-if pooling-of-interest€taunting. Under this method of accounting, thetsand liabilities of Silicon Channels
Corporation and Travelzoo Inc. were carried forw@rthe combined company at their historical cdstsddition, all prior period financial
statements of Travelzoo Inc. were restated to debhhe combined results of operations, financialitmm and cash flows of Silicon Channels
Corporation.

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 stockhaoddef Travelzoo.com Corporation
approved the merger with Travelzoo Inc. On April 2602, the certificate of merger was filed in nd@e upon which the merger became
effective and Travelzoo.com Corporation ceasedist.eEach outstanding share of common stock o¥dlzmo.com Corporation was
converted into the right to receive one share afiroon stock of Travelzoo Inc. Under and subjechioterms of the merger agreement,
stockholders were allowed a period of two year®fahg the effective date of the merger to receskiares of Travelzoo Inc. The records of
Travelzoo.com Corporation showed that, assumingfalie shares applied for by the Netsurfer stotdkdrs were validly issued, there were
11,295,874 shares of Travelzoo.com Corporationtauting. As of April 25, 2004, two years followittge effective date of the merger,
7,180,342 shares of Travelzoo.com Corporation leshlexchanged for shares of Travelzoo Inc. Pritlidbdate, the remaining shares which
were available for issuance pursuant to the mexgerement were included in the issued and outstgratimmon stock of Travelzoo Inc. and
included in the calculation of basic and dilutedn@ags per share. After April 25, 2004, the Compaagsed issuing shares to the former
stockholders of Travelzoo.com Corporation, and dditeonal shares are reserved for issuance to @mydr stockholders, because their right
to receive shares has
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now expired. On April 25, 2004, the number of seaaported as outstanding was reduced from 19,425c15,309,615 to reflect actual
shares issued as of the expiration date. Earniegshare calculations reflect this reduction ofrtheber of shares reported as outstanding
of March 31, 2007, there were 15,250,479 sharesmwimon stock outstanding.

It is possible that claims may be assertedhagthe Company in the future by former stockhoddef Travelzoo.com Corporation seeking
to receive shares in the Company, whether basedctaim that the two-year deadline for exchangh@drtshares was unenforceable or
otherwise. In addition, one or more jurisdictiom&luding the Bahamas or the State of Delaware, asagrt rights to unclaimed shares of the
Company under escheat statutes. If such eschéatscdae asserted, the Company intends to challgregapplicability of escheat rights, in
that, among other reasons, the identity, residamclyeligibility of the holders in question cannetdetermined. There were certain conditions
applicable to the issuance of shares to the Netsstbckholders, including requirements that @ythe at least 18 years of age, (ii) they be
residents of the U.S. or Canada and (iii) theyapgtly for shares more than once. The Netsurfekbtiders were required to confirm their
compliance with these conditions, and were advikatfailure to comply could result in cancellatimintheir shares in Travelzoo.com
Corporation. Travelzoo.com Corporation was not abheerify that the applicants met the requiremeetsrred to above at the time of their
applications for issuance of shares. If claimsaamserted by persons claiming to be former stocldnsldf Travelzoo.com Corporation, the
Company intends to assert that their rights toivecieir shares expired two years following thieetive date of the merger, as provided in
the merger agreement. The Company also expeckedahe position, if escheat or similar claimsasserted in respect of the unissued share:
in the future, that it is not required to issuetsahares. Further, even if it were establisheduhetsued shares were subject to escheat claims
the Company would assert that the claimant muabésh that the original Netsurfer stockholders pbted with the conditions to issuance of
their shares. The Company is not able to predebtitcome of any future claims which might be asslerelating to the unissued shares. If
such claims were asserted, and were fully sucdesis&t could result in the Company being requieésue up to an additional
approximately 4,072,000 shares of common stockdoadditional 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 shantesTravelzoo Inc. within the required
time period. The accompanying consolidated findrst@ements include a charge in general and adtrative expenses of $43,000 for these
cash payments for the three months ended MarcB®, of which $4,000 remains as a liability as afrivh 31, 2007. The liability is based
on the number of actual requests received from éostockholders through March 31, 2007 which hadyabbeen processed for payment.
The total cost of this program is not reliably estble because it is based on the ultimate numbealiaf requests received and future level
the Company’s common stock price. The Company’smeomstock price affects the liability because timoant of cash payments under the
program is based in part on the recent level okthek price at the date valid requests are redeiiee Company does not know how man
the requests for shares originally received by &zno.com Corporation in 1998 were valid, but tleerpany believes that only a portion of
such requests were valid. As noted above, in dalexceive payment under the program, a persaqisited to establish that such person
validly held shares in Travelzoo.com Corporatiosséming 100% of the requests from 1998 were vadither stockholders of
Travelzoo.com Corporation holding an additionalragpmately 4,072,000 shares had not submitted cdainder the program as of March 31,
2007.

The merger of Travelzoo.com Corporation intavelzoo Inc. was accounted for as a combinaticantifies under common control using
“as-if pooling-of-interests™” accounting. Under shinethod of accounting, the assets and liabildfeEravelzoo.com Corporation and
Travelzoo Inc. were carried forward at their higtal costs. In addition, all prior period financg&htements of Travelzoo Inc. were restated to
include the combined results of operations, finangosition and cash flows of Travelzoo.com Corgiora The restated results of operations
and cash flows of Travelzoo Inc. are identicalh® tombined results of Travelzoo.com Corporatiath Bravelzoo Inc.
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Note 2: Revenue Recognition

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

The Company recognizes revenues in accordaitieeSecurities and Exchange Commission Staff Aotiog Bulletin (“SAB”) No. 104,
“Revenue Recognition.” Advertising revenues ar@geized in the period in which the advertisememlisplayed, provided that evidence of
an arrangement exists, the fees are fixed or detabie and collection of the resulting receivalsledgasonably assured. Where collectibility is
not reasonably assured, the revenue will be rezegnipon cash collection, provided that the othiggréa for revenue recognition have been
met. The Company recognizes revenue for fixed-feerising arrangements ratably over the term efitisertion order as described below,
with the exception ofravelzoo Top 20 or Newsflash insertions, which are recognized upon delivery. Trtagority of insertion orders have
terms that begin and end in a quarterly reportieigogl. In the cases where at the end of a quanteplgrting period the term of an insertion
order is not complete, the Company recognizes rtevéor the period by pro-rating the total arrangetiee to revenue and deferred revenue
based on a measure of proportionate performanite abligation under the insertion order. The Compeeasures proportionate
performance by the number of placements deliveneldumdelivered as of the reporting date. The Comppes prices stated on its internal
rate card for measuring the value of deliveredamdklivered placements. Fees for varidiele-advertising arrangements are recognized t
on the number of impressions displayed or clickavéieed during the period.

Under these policies, no revenue is recognizgeiss persuasive evidence of an arrangemensgededtvery has occurred, the fee is fixe
determinable, and collection is deemed reasonaslyrad. The Company evaluates each of these aréeriollows:

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

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

. Fixed or determinable fee. The Company considers the fee to be fixed or deteinie if the fee is not subject to refund or atfjuent
and payment terms are stand:

. Collection is deemed reasonably assured. The Company conducts a credit review for all tratisas at the time of the arrangement to
determine the creditworthiness of the client. Qulten is deemed reasonably assured if it is expettat the client will be able to pay
amounts under the arrangement as payments becamé dus determined that collection is not reaably assured, then revenue is
deferred and recognized upon cash collection. Cuidle is deemed not reasonably assured when & d@igerceived to be in financ
distress, which may be evidenced by weak indusingitions, a bankruptcy filing, or previously bdlamounts that are past d

The Company’s standard payment terms are $€ mwiat. Insertion orders that include fixed-feeeatiging are invoiced upon acceptance of
the insertion order and on the first day of eacmtm@ver the term of the insertion order, with éxeeption ofTravelzoo Top 20 or Newsflash
insertions, which are invoiced upon delivery. Itiger orders that include variable-fee advertising iavoiced at the end of the month. The
Company'’s standard terms state that in the evenflitavelzoo fails to publish advertisements agi§ipe in the insertion order, the liability
of Travelzoo to the client shall be limited to,Tativelzoo’s sole discretion, a pro rata refundhef advertising fee, the placement of the
advertisements at a later time in a comparabldipasbr the extension of the term of the insertioder until the advertising is fully delivert
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.
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Note 3: Recent Accounting Pronouncements

In June 2006, the Financial Accounting Stadsi@oard (“FASB”) issued Interpretation No. 48, ‘tdunting for Uncertainty in Income
Taxes” (“FIN 48"). FIN 48 clarifies the accountiagd reporting for income taxes recognized in acmoed with Statement of Financial
Accounting Standards (“SFAS”) No. 109, “Accountifog Income Taxes.” FIN 48 prescribes a recognititmeshold and measurement
attribute for financial statement recognition anelasurement of a tax position taken or expectee taken in a tax return, and also provides
guidance on derecognition, classification, integgst penalties, accounting in interim periods, ldsare, and transition. We adopted FIN 48
on January 1, 2007. See Note 7: Income Taxesd@caission of the impact of FIN 48.

In February 2007, the FASB issued SFAS No, 158e Fair Value Option for Financial Assets anddncial Liabilities” (“SFAS 159").
SFAS 159 provides the option to report certainrfoial assets and liabilities at fair value, witle thtent to mitigate volatility in financial
reporting that can occur when related assets abiilies are recorded on different bases. Thitestant is effective for us beginning
January 1, 2008. We are currently evaluating thgaithof adopting SFAS 159 on our financial stateimen

Note 4: Stock-based Compensation

On January 1, 2006, the Company adopted SFAS 2B (revised 2004), “Share-Based Payments” (SER3R"), which addresses the
accounting for stock-based payment transactionsetlyean entity receives employee services in exphdor equity instruments, including
stock options. SFAS 123R eliminates the abilita¢oount for stock-based compensation transactising the intrinsic value method under
Accounting Principles Board (“APB”) Opinion No. 2%\ ccounting for Stock Issued to Employees”, anstéad generally requires that such
transactions be accounted for using a fair-valisetianethod. The Company has elected the modif@ppctive transition method as
permitted under SFAS 123R, and accordingly prisiqus have not been restated to reflect the impaSFAS 123R. The modified
prospective transition method requires that stazéel compensation expense be recorded for all néwrasested stock options that are
ultimately expected to vest as the requisite seridaendered beginning on January 1, 2006. Staskdcompensation for awards granted
prior to January 1, 2006 is based upon the gratetfaé value of such compensation as determinekuthe pro forma provisions of SFAS
No. 123,“Accounting for Stock-Based Compensation.”

Prior to the adoption of SFAS 123R, the Conygaresented all tax benefits of deductions resgitiom the exercise of stock options as
operating cash flows in the Condensed Consolidatattments of Cash Flows. SFAS 123R requires thle ftawvs resulting from the tax
benefits resulting from tax deductions in excesthefcompensation cost recognized for those optiexsess tax benefits) to be reclassifie
financing cash flows. In the three months endeddi&d, 2007, no excess tax benefit was recorded.

As described in Note 1, as part of the comatiten exchanged for the outstanding shares a@iliChannels Corporation, the Company
also issued to the majority stockholder in Jan2@@1 fully vested and exercisable options to aeqRji 58,349 shares of common stock. The
options have an exercise price of $1.00 per slaaeeoutstanding as of March 31, 2007, and expidanuary 2011.

In October 2001, the Company granted to eaelctdr fully vested and exercisable options tocpase 30,000 shares of common stock
with an exercise price of $2.00 per share for theivices as a director in 2000 and 2001. A tdt2ll0,000 options were granted. The options
expire in October 2011. 150,000 options and 17@htons were exercised during the years ended Dieeefl, 2004 and 2005, respectively.
As of March 31, 2007, 42,725 options are vestedranthin outstanding.

In March 2002, Travelzoo Inc. granted to edichctor options to purchase 5,000 shares of comstmrk with an exercise price of $3.00
per share that vested in connection with theirisesvas a director in 2002. A total of 35,000 apgivere granted. The options expire in
March 2012. In October 2002, 1,411 options wereebaed upon the resignation of a director. 23,5B8hese options were exercised during
the year ended December 31, 2004. As of March @17,210,000 options are vested and remain outstgndi

The Company did not provide any stock-basedpsmsation in fiscal years 2005, 2006, or in theghmonths ended March 31, 2007. In
addition, all previously issued options vested prioJanuary 1, 2002.

9
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Option activity as of March 31, 2007 and chemduring the three months ended March 31, 200& asfollows:

Weightec- Weightec-
Average Average
Exercise Remaining Aggregate
Shares Price Contractual Lift Intrinsic Value
(in thousands
Outstanding at December 31, 2( 2,211,07. $1.0¢
Outstanding at March 31, 20 2,211,07. $1.0¢ 3.86 year: $79,02:
Exercisable and fully vested at March 31, 2 2,211,07 $1.0¢ 3.86 year: $79,02:

The aggregate intrinsic value in the tablevalbx@presents the total pretax intrinsic value (ifierence between the Company’s closing
stock price on the last trading day of the firsader of fiscal 2007 and the exercise price, mli¢tcbby the number of in-the-money options)
that would have been received by the option holtadsall option holders exercised their optionsvarch 31, 2007. This amount changes
based on the fair market value of the Company’skstbhe Company’s policy is to issue shares froenatithorized shares to fulfill stock
option exercises.

Note 5: Net Income Per Share

Net income per share has been calculatedciordance with SFAS No. 128, “Earnings per Shar@siBnet income per share is computed
using the weighted-average number of common slwatssanding for the period. Diluted net income gteaire is computed by adjusting the
weighted-average number of common shares outstgufictirihe effect of potential common shares outsitamnduring the period. Potential
common shares included in the diluted calculatiomstst of incremental shares issuable upon theceseeof outstanding stock options
calculated using the treasury stock method.

The following table sets forth the calculatmirbasic and diluted net income per share (in $hads, except per share amounts):

Three Months Ended

March 31,

_ 2007 __2006
Basic net income per sha
Net income $ 4,06: $ 4,11¢
Weighted average common sha 15,25( 16,10:
Basic net income per she $ 0.27 $ 0.2¢€
Diluted net income per shal
Net income $ 4,06: $ 4,11¢
Weighted average common sha 15,25( 16,10:
Effect of dilutive securities: stock optio 1,23(C 1,19t
Diluted weighted average common shg 16,48( 17,29¢
Diluted net income per sha $ 0.2t $ 0.24

Note 6: Commitments and Contingencies

The Company leases office space in Canadac€r&ermany, Hong Kong, Spain, the U.K., and ti& Under operating leases which
expire between December 31, 2007 and Decembel089, Ihe future minimum lease payments under thpeeating leases as of March 31,
2007 total $3,448,000. The future lease paymenisisbof $1,835,000 due in 2007, $1,165,000 di&Od8, and $448,000 due in 2009.
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It is possible that claims may be asserteéhagthe Company in the future by former stockhaddaf Travelzoo.com Corporation seeking
to receive shares in the Company, whether basedctaim that the two-year deadline for exchangh@rtshares was unenforceable or
otherwise. In addition, one or more jurisdictiomgluding the Bahamas or the State of Delaware, asagrt rights to unclaimed shares of the
Company under escheat statutes. If such eschéatsdae asserted, the Company intends to challgregapplicability of escheat rights, in
that, among other reasons, the identity, residamdyeligibility of the holders in question cannetdetermined. There were certain conditions
applicable to the issuance of shares to the Netsatbckholders, including requirements that @ytbe at least 18 years of age, (ii) they be
residents of the U.S. or Canada and (iii) theyapgly for shares more than once. The Netsurfekbtiders were required to confirm their
compliance with these conditions, and were advikatfailure to comply could result in cancellatioiitheir shares in Travelzoo.com
Corporation. Travelzoo.com Corporation was not &bleerify that the applicants met the requiremeefsrred to above at the time of their
applications for issuance of shares. If claimsaamserted by persons claiming to be former stocldnsldf Travelzoo.com Corporation, the
Company intends to assert that their rights toivecteir shares expired two years following thieetive date of the merger, as provided in
the merger agreement. The Company also expectkedtie position, if escheat or similar claimsasserted in respect of the unissued share:
in the future, that it is not required to issuelsahbares. Further, even if it were establisheduh&tsued shares were subject to escheat claims
the Company would assert that the claimant muabésh that the original Netsurfer stockholders pbed with the conditions to issuance of
their shares. The Company is not able to predebtitcome of any future claims which might be asslerelating to the unissued shares. If
such claims were asserted, and were fully sucdesiséi could result in the Company being requikesue up to an additional
approximately 4,072,000 shares of common stockdoadditional payment.

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 avho failed to submit requests to convert shantesTravelzoo Inc. within the required
time period. The accompanying consolidated findret@tements included a charge in general and asiimative expenses of $43,000 for tr
cash payments for the three months ended MarcB@®, of which $4,000 remains as a liability as @frivh 31, 2007. The liability is based
on the number of actual requests received from éoistockholders through the reporting date whidahinat yet been processed for payment.
The total cost of this program is not reliably estble because it is based on the ultimate numbealiof requests received and future level
the Company’s common stock price. The Company’smeomstock price affects the liability because timoant of cash payments under the
program is based in part on the recent level oktbek price at the date valid requests are redeiiee Company does not know how man
the requests for shares originally received by &zno.com Corporation in 1998 were valid, but tleerpany believes that only a portion of
such requests were valid. As noted above, in daderceive payment under the program, a persaqisired to establish that such person
validly held shares in Travelzoo.com Corporatiosséming 100% of the requests from 1998 were vidither stockholders of
Travelzoo.com Corporation holding approximately72,@00 shares had not submitted claims under thgram.

As a result of the adoption of FIN 48, theatdiability for uncertain tax positions is $1.0lhun (see Note 7). The Company is not able to
make reasonably reliable estimates of the timingash settlements with the respective taxing aittber

Note 7: Income Taxes

We adopted the provisions of FIN 48, on Jaynda2007. The adoption of FIN 48 did not resulainumulative effect adjustment to
retained earnings as of January 1, 2007. The Coyripasa liability of $1.0 million for income taxassociated with uncertain tax positions at
January 1, 2007. The net amount of $1.0 milliomedognized, would favorably affect the companyfective tax rate. In addition, consistent
with the provisions of FIN 48, the company reclfisdi$1.0 million of income tax liabilities from @gome taxes payable to non-current
liabilities because payment of cash is not antteigavithin one year of the balance sheet date.&'hes-current income tax liabilities are
recorded in other liabilities in the Condensed @tidated Balance Sheets.

Interest and penalties related to incomeitilities are included in income tax expense. bhknce of accrued interest and penalties
recorded in the Condensed Consolidated BalancetSaeéanuary 1, 2007 was $97,000; of this am@@m,000 was also reclassified from
income taxes payable to other liabilities upon idopof FIN 48.

We file income tax returns in the U.S. fedguakdiction and various state and foreign jurisidins. We are no longer subject to U.S.
federal and certain tax examinations for yearsiee?903. We are no longer subject to Californiaggaminations for years before 2002. We
do not believe there will be any material changesur unrecognized tax positions over the next datims.

Note 8: Segment Reporting and Significant Customenformation

The Company manages its business geographaradl has two operating segments: North AmericakEarmdpe. North America consists of
the Company’s operations in the U.S. and Canadapewconsists of the Company’s operations in thé WGermany, Spain, and France. The
Company began operations in Europe in May 2005.
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Management relies on an internal managemeottiag process that provides revenue and segnpamaiting income (loss) for making
financial decisions and allocating resources. Manant believes that segment revenues and opematiogne (loss) are appropriate measi
of evaluating the operational performance of thenBany’s segments.

The following is a summary of operating resalhd assets (in thousands) by business segment:

Three months ended March 31, 20 North Americ: Europe Eliminatior Consolidate
Revenues from unaffiliated custom: $ 18,45¢ $1,28¢ $ — $ 19,74(
Intersegment revenu 42 3 (45) —
Total net revenue 18,49¢ 1,28¢ (45) $ 19,74(
Operating income (los! 8,15¢ (683) 1 7,471
Three months ended March 31, 20 North Americ: Europe Eliminatior Consolidate
Revenues from unaffiliated custom: $ 16,36t $ 568 $ — $ 16,92¢
Intersegment revenu 71 2 (73 —
Total net revenue 16,43¢ 56E (73) 16,92¢
Operating income (lost 7,42¢ (460) — 6,96¢
As of March 31, 200 North Americ: Europe Eliminatior Consolidate
Property and equipment, n $ 15¢ $ 60 $ — $ 21¢
Total asset 55,40: 2,67¢ (5,399 52,68:
As of December 31, 20( North Americi Europe Eliminatior Consolidate
Property and equipment, n $ 12€ $ 46 $ — $ 172
Total asset 45,92 3,09z (5,315 43,70(

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

Significant customer information is as follaws

Percent of Percent of
Revenues Accounts Receivable
Three Months Ended March 31, March 31, December 31
Customer 2007 2006 2007 2006
Travelport Limited 14% 14% 20% 16%
Expedia, Inc 12% 12% 22% 16%

The agreements with these customers are ifothreof multiple insertion orders from groups oftities under common control, in either
the Company'’s standard form or in the customenrsfo
Note 9: Comprehensive Income

Comprehensive income consists of two companert income and other comprehensive income (I@¢ker comprehensive income
(loss) refers to gains and losses that under giynaepted accounting principles are recordeanaslement of stockholders’ equity but are
excluded from net income. The Company’s other cai@nsive income (loss) is comprised of foreignangy translation adjustments.
Note 10: Foreign Currency

Realized gains and losses from foreign cugréransactions are recognized as gain or loss i@igio currency. The Company does not use
any derivatives for hedging or speculative purposes
Note 11: Subsequent Events

On April 26, 2007, the board of directors autbed the repurchase of up to 1 million sharethefCompany’s outstanding common stock.
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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 Taewelnd our industry. These forward-looking stateimiare subject to the many risks and
uncertainties that exist in our operations andregs environment that may cause actual result®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-loolstafements. 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 eawrscontribute to such a discrepancy include gbeitnot limited to, those discussed
elsewhere in this report in the section entitledskR-actors” and the risks discussed in our otlt&€ 8lings. The forward-looking statements
included in this report reflect the beliefs of enanagement on the date of this report. Travelzateakes no obligation to update publicly
any forward-looking statements for any reason, éfseaw information becomes available or otherwinstances occur in the future.

Overview

Travelzoo is an Internet media company. Wdighltravel offers from hundreds of travel companias the Internet is becoming
consumers’ preferred medium to search for travielrsf we provide airlines, hotels, cruise lines;ateon packagers, and other travel
companies with a fast, flexible, and cost-effectiway to reach millions of users. While our prodymtsvide advertising opportunities for
travel companies, they also provide Internet ugdlts a free source of information on current saled specials from hundreds of travel
companies.

Our publications include thravelzoo Web sites (which includes www.travelzoo.com, wwawglzoo.ca, www.travelzoo.co.uk,
www.travelzoo.de, among others), fheavelzoo Top 20 e-mail newsletter, and tidewsflash e-mail product We also operat8uperSearch, a
pay-per-click travel search engine. More than 680dl companies purchase our advertising services.

Our revenues are advertising revenues, camgist listing fees paid by travel companies toextige their offers on th€ravelzoo Web
sites, in thelravelzoo Top 20 e-mail newsletter, in thdewsflash e-mail product, and i8uperSearch , a pay-per-click travel search engine.
Revenues are principally generated from the sasgleértising in the U.S. Listing fees are baseglanement, number of listings, number of
impressions, or number of clickthroughs. Smallereatising agreements — typically $4,000 or lessrpenth — typically renew
automatically each month if they are not termindtgdhe client. Larger agreements are typicallgtesd to advertising campaigns and are not
automatically renewed.

We have two operating segments based on galuigreegions: North America and Europe. North Amartonsists of our operations in the
U.S. and Canada. Europe consists of our operaitiathe U.K., Germany, Spain, and France.

When evaluating the financial condition aneming 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 homepageg Travelzoo Web sites
. Operating margin
. Growth in revenues in the absolute and relativiiéogrowth in reach of the Compé's publications; an

. Revenue per employee as a measure of produci

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, the allowance for doubtful accounts] habilities 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 agnoedwith Securities and Exchange Commission 8afbunting Bulletin No. 104,
“Revenue Recognition.” We recognize advertisingereies in the period in which the advertisemenisgldyed, provided that evidence of an
arrangement exists, the fees are fixed or deteivtérend collection of the resulting receivabledagonably assured. If fixdde advertising i
displayed over a term greater than one month, te&are recognized ratably over the period as ibestbelow. The majority of insertion
orders have terms that begin and end in a quareplyrting period. In the cases where at the eramqfarterly reporting period the term of an
insertion order is not complete, the Company reagnrevenue for the period by pro-rating the tatehngement fee to revenue and deferred
revenue based on a measure of proportionate peafaenof its obligation under the insertion orddre Tompany measures proportionate
performance by the number of placements deliveneidumdelivered as of the reporting date. The Compaes prices stated on its internal
rate card for measuring the value of delivered amdklivered placements. Fees for varidike-advertising arrangements are recognized k
on the number of impressions displayed or clickssdieed during the period.

Under these policies, no revenue is recognizgelss persuasive evidence of an arrangemensgededivery has occurred, the fee is fixe
determinable, and collection is reasonably assured.Company evaluates each of these criteriallasvia

. Evidence of an arrangement. We consider an insertion orcsigned by the client or its agency to be eviderf@narrangemen

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

. Fixed or determinable fee. We consider the fee to be fixed or determinabthéffee is not subject to refund or adjustment and
payment terms are standa

. Collection isreasonably assured. We conduct a credit review for all transactionthattime of the arrangement to determine the
creditworthiness of the client. Collection is deelhmeasonably assured if we expect that the clidhbes able to pay amounts under
the arrangement as payments become due. If wendiatethat collection is not reasonably assured) the defer the revenue and
recognize the revenue upon cash collection. Cadleds deemed not reasonably assured when a digetrceived to be in financial
distress, which may be evidenced by weak indusingitions, a bankruptcy filing, or previously bdlamounts that are past d

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

We record a provision for doubtful accountsdzhon our historical experience of write-offs andetailed assessment of our accounts
receivable and allowance for doubtful accountsdtimating the provision for doubtful accounts, ag@ment considers the age of the
accounts receivable, our historical write-offs, theditworthiness of the client, the economic ctinds of the client’s industry, and general
economic conditions, among other factors. Shouldadrthese factors change, the estimates made hageanent will also change, which
could impact the level of our future provision fimubtful accounts. Specifically, if the financialraition of our clients were to deteriorate,
affecting their ability to make payments, additibpeovision for doubtful accounts may be required.

Liability to Former Stockholders

On October 15, 2004, we announced a prograterunhich we would make cash payments to peopleegteblish that they were former
stockholders of Travelzoo.com Corporation, and fdied to submit requests for shares in Travelzao within the required time period. We
account for the cost of this program as an expess@ded in general and administrative expenses Ulthmate total cost of this program is
not reliably estimable because it is based on liraate number of valid requests received and futavels of the Company’s common stock
price. The Company’s common stock price affectditii@lity because the amount of cash payments utideprogram is based in part on the
recent level of the stock price at the date vadigliests are received. We do not know how manyeofdfyuests for shares originally received
by Travelzoo.com Corporation in 1998 were valid. Bédieve that only a portion of such requests waitl. In order to receive payment
under the program, a person is required to estathist such person validly held shares in Travetzmo Corporation.
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Since the total cost of the program is naaldy estimable, the amount of expense recordedgariod is equal to the number of actual
claims received during the period multiplied bytfi® number of shares held by each individual fersbeckholder 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. Pleaderro Note 6 to our unaudited condensed cons@difihancial statements for further details
about our liabilities to former stockholders.

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

Three Months Ended

March 31,
2007 2006
Revenue: 10(% 100%
Cost of revenue 2 2
Gross profit 98 98
Operating expense
Sales and marketir 47 42
General and administrati\ 13 15
Total operating expens _60 57
Income from operatior 38 41
Other income and expenses, _ 2 2
Income before income tax 40 43
Income taxe: 18 18
Net income _21% _24%

For the three months ended March 31, 200 #ewerted income from operations of approximatelyp3fillion. As of March 31, 2007, we
had retained earnings of approximately $38.6 mmlliour operating margin decreased to 37.9% of $atabe three months ended March 31,
2007 from 41.1% for the same period last year. ma@ reason for this decrease in our operating imasghat our sales and marketing
expenses as a percentage of revenue increaséiighiea rate than our revenues primarily due todases in advertising expenses and
increases in salary expenses in the three monttesidviarch 31, 2007 compared to the same periogéast(see “Operating Expenses”
below).

We do not know whether our sales and marketpgnses as a percentage of revenue will contininerease in future periods. Increased
competition in our industry may require us to irase advertising for our brand and for our produotseases in the average cost of acquiring
new subscribers (see “Subscriber Acquisition” bglavay result in an increase of sales and marketkpgnses as a percentage of revenue.
We may decide to accelerate our subscriber acmundibr various strategic and tactical reasons asdj result, increase our marketing
expenses. We may see a unique opportunity forredarearketing campaign that will result in an inceaf marketing expenses. Further, our
strategy to replicate our business model in saleftieeign markets (see “Growth Strategy” below) masult in a significant increase in our
sales and marketing expenses and have a matevieisedmpact on our results of operations. We edhartuations of sales and marketing
expenses as a percentage of revenue from quadeatter. Some of the fluctuations may be signifiGand have a material impact on our
results of operations.

We do not know what our general and admintisga@xpenses as a percentage of revenue will heune periods. There may be
fluctuations that have a material impact on ouultesof operations. We expect our headcount toigoatto increase in the future. The
Company'’s headcount is one of the main driverseoiegal and administrative expenses. Therefore xweat our absolute general and
administrative expenses to continue to increasadtition, we expect that we will incur significaaxpenses in 2007 in order to allow
management to report on, and our independent asddattest to, our internal controls over finahceporting, as required by Section 404 of
the Sarbanes-Oxley Act of 2002. At this time, thieltcost is not reliably estimable as it will bepgndent on the number of areas requiring
improvement and the extent of any required remextiafforts as well as growth of our internationpkrations. We expect our planned
expansion into foreign markets to result in a digant additional increase in our general and adstrizitive expenses. Our general and
administrative expenses as a percentage of revaayealso fluctuate depending on the number of retgureceived related to a program ul
which the Company intends to make cash paymengsdple who establish that they were former stoakdrsl of Travelzoo.com Corporation,
and who failed to submit requests for shares ivdleo Inc. within the required time period.
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Reach

The following table sets forth the number wbscribers of each of our e-mail publications ithiddorth America and Europe as of
March 31, 2007 and 2006 and the total number oé pégws for the homepages of fhevelzoo Web sites in North America and Europe for
the three months ended March 31, 2007 and 2006a§ganent considers the page views forTirevel zoo homepages as indicators for the
growth of Web site traffic. Management reviews thasn-financial metrics for two reasons: Firstytonitor the reach of our products.
Second, to evaluate whether we are able to cohigdrer reach into higher revenues.

March 31, Year-over-Year
2007 2006 Growth
Subscribers
North America
Travelzoo Top 20 10,129,00 9,381,00i 8%
Newsflash 7,959,001 6,564,00! 21%
Europe
Travelzoo Top 20 753,00( 410,00( 84%
Newsflash 684,00( 299,00( 12<%
Three Months Ended
March 31, Year-over-Year
2007 2006 Growth*
Page views of homepagesTravelzoo Web sites
North America 9,136,001 10,353,00 -12%
Europe 2,122,001 690,00( 20&%

* The comparability of year-over-year changepade views of the homepagesToévelzoo Web sites may be limited due to the design
and navigation of the Web sites. Additionally, wdiéve that the increased use of security softlaseadversely affected the trackin
page views

The Company’s revenues for the three montds@iarch 31, 2007 increased by 17% from the sarieglast year. The total number of
subscribers of théravelzoo Top 20 e-mail newsletters as of March 31, 2007 increasetil®s compared to March 31, 2006 and page viev
the homepages of thHeavelzoo Web sites for the three months ended March 31, #yéased by 2% from the same period last year.
Management believes that the data for the threalmanded March 31, 2007 and 2006 indicate tha€tmpany was able to generate hic
revenues as total reach increased.

Revenues

Our total revenues increased to $19.7 milfmrthe three months ended March 31, 2007 from%#éllion for the three months ended
March 31, 2006. This represents an increase of 17%.

26% of our revenue growth in the three mowetided March 31, 2007 compared to the three momtlesdeMarch 31, 2006 came from our
operations in Europe. The remaining 74% came franoperations in North America (i.€tavelzoo Web sites;Travelzoo Top 20 newsletter,
Newsflash and Super Search ) and is attributed to an increase in our advegisates for our existing products, an increagaémumber of
clients and the volume of advertising sold. Appnaaiely 22% of our revenue growth in the three mgmthod ended March 31, 2007
compared to the three months ended March 31, Z08@ributed to an increase in our advertisingsrateNorth America for our existing
products. Due to the increase in the reach of abfigations, we increased the prices for advegigilacements in our publications on aver
by approximately 6% as of January 1, 2007. Appratety 52% of our revenue growth in the three moetided March 31, 2007 compared
to the three months ended March 31, 2006 is at&ébto an increase in the number of clients in Némerica and an increase in the volume
of advertising sold to existing clients in North Arca.

As discussed in Note 8 in the notes to theleored financial statements, two clients each ateduor 10% or more of our total revenues
during the three ended March 31, 2007 and Marcl28@6. No other clients accounted for 10% or mdreuo total revenues during the three
months ended March 31, 2007 and 2006. The agresmthtthese clients are in the form of multiple
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insertion orders from groups of entities under canroontrol. Management expects revenue concemredicemain at the current level in the
foreseeable future because there is a high coratemtiin the online travel agency industry.

Management believes that our ability to inseeeevenues in the future depends mainly on tlareerfs:
. Our ability to increase our advertising rat
. Our ability to sell more advertising to existingecits; anc
. Our ability to increase the number of clier

We believe that we can increase our advedtisates only if the reach of our publications irmses. We do not know if we will be able to
increase the reach of our publications. We beliteaewe can sell more advertising only if the mafke online advertising continues to grow
and if we can maintain or increase our market sh&eebelieve that the market for online advertisiogtinues to grow. We do not know if
we will be able to maintain or increase our masdtetre. We historically have increased the numbeligfts in every year since inception.
do not know if we will be able to increase the nembf clients in the future.

Over the last three years we increased aguggtrates as of January 1 of each year. We intemtrease advertising rates once a year as
of January 1. However, there is no assurance hiea¢ will be increases of advertising rates. Depgndn the level of competition in the
industry and the condition of the online advertisimarket, we may decide not to increase our achhegtirates.

Our revenue growth in North America slowed ddwthe second quarter, the third quarter, andlioguarter of 2006. We do not know if
this is a trend. We do not know if we are ableuntfer grow revenue of our North America segment.

Average annualized revenue per employee deedea $840,000 for the three months ended MarcB@I7 from $996,000 for the three
months ended March 31, 2006.

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@fis Our cost of revenues increased to $353,00¢he three months ended March 31,
2007 from $264,000 for the three months ended Maigl2006. As a percentage of revenue, cost ohteg&remained the same, 2%, for the
three months ended March 31, 2007 and for the tin@®hs ended March 31, 2006. The $89,000 incrieasest of revenues in the three
months ended March 31, 2007 compared to the thoeehs ended March 31, 2006 was primarily due tmerease in salary expense
associated with our network operations staff.

Operating Expenses
Sales and Marketing

Sales and marketing expenses consist primafriggvertising and promotional expenses, salapgesges associated with sales and
marketing staff, expenses related to our partimpan industry conferences, and public relatiorgenses. Sales and marketing expenses
increased to $9.3 million for the three months enllarch 31, 2007 from $7.1 million for the threemttts ended March 31, 2006. The gos
our advertising was to acquire new subscribersfwre-mail products and to increase brand awardone3savelzoo . The $2.2 million
increase in sales and marketing expenses in tee thonths ended March 31, 2007 compared to the thomths ended March 31, 2006 was
primarily due to an $870,000 increase in advemisoacquire traffic to our Web site and for braertising campaigns. There was also an
$805,000 increase in expenses due to an incredlse readcount of our sales and marketing staffead72,000 increase in advertising to
acquire new subscribers for our e-mail products.tke three months ended March 31, 2007 and 2@R&rasing expenses accounted for
67% and 73%, respectively, of sales and marketipgrses.

Our goal is to increase our revenues from didieg sales. One important factor that drives @wenues is our advertising rates. We
believe that we can increase our advertising m@atdsif the reach of our publications increasesoilder to increase the reach of our
publications, we have to acquire a significant namdf new subscribers in every quarter and continygomote our brand. One significant
factor that impacts our advertising expenses i@tlegage cost per acquisition of a new subscriblerbelieve that the average cost per
acquisition depends mainly on the advertising rateish we pay for media buys, our ability to manage subscriber acquisition efforts
successfully, and the degree of competition iniodustry.

In May 2005, we began operations in the Urik2006, we began operations in Germany, CanadaSpait. In the second quarter of 2007,
we will begin operations in France and Hong Konige Btart-up of our business in Europe, Canada amdj{ong and our plan to expand
into other countries in 2007 is expected to reisudt significant increase in our sales and market¢ixpenses.
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General and Administrative

General and administrative expenses consisipity of compensation for administrative and axtaee staff, fees for professional servic
rent, bad debt expense, amortization of intangiskets and general office expense. General andhisthaiive expenses remained the same,
$2.6 million, for the three months ended MarchZ1Q7 and the three months ended March 31, 2006eM&s a $230,000 increase in office
and salary expense in the three months ended N8drcP007 compared to the three months ended MdrcB(®6 offset by a $220,000
decrease in bad debt expense.

In the three months ended March 31, 2007 &3& 2he Company recorded expenses of $43,00nmexiod related to a program under
which the Company makes cash payments to peoplesstablish that they were former stockholders av&zoo.com Corporation, and who
failed to submit requests for shares in Travelzup Within the required time period. The expenseshased on the number of actual valid
claims received and the Company’s stock price. Thmpany cannot reliably estimate future expensasiad under this program because it
is based on the number of valid requests receinddigure levels of the Company’s common stockepric

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

Our strategy to replicate our business madéieign markets is expected to result in a sigaift additional increase in our general and
administrative expenses.
Subscriber Acquisitior

The table set forth below provides for eachartgr in 2004, 2005, 2006, and the first three mmewf 2007, an analysis of our average cost
for acquisition of new subscribers for olmavelzoo Top 20 newsletter and oudewsflash e-mail alert service for our operating segments,
North America and Europ

The table includes the following data:

. Average Cost per Acquisition of a New Subscrifiéris is the quarterly cost of consumer marketiregpams whose purpose was
primarily to acquire new subscribers, divided byakmew subscribers added during the qua

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

. Unsubscribes: Subscribers who were removed froniist throughout the quarter either as a resutheir requesting removal, or
based on periodic list maintenance after we detexchthat the -mail address was likely no longer val

. Balance: This is the number of subscribers aetiteof the quarter, computed by taking the presviguarter’'s subscriber balance,
adding new subscribers during the current quaaitedt,subtracting unsubscribes during the currentteu

North America;
Average Cost per
Acquisition of a New

Period Subscriber New Subscribers Unsubscribes Balance
Q1 2004 $2.2¢ 920,06: (185,15) 6,937,49
Q2 2004 $2.5¢ 858,89¢ (634,707 7,161,69:
Q3 2004 $1.2¢ 1,298,96. (602,62%) 7,858,022
Q4 2004 $1.7C 694,02¢ (406,31¢) 8,145,73
Q1 2005 $2.5¢ 659,45¢ (475,93 8,329,25!
Q2 2005 $2.62 806,73 (533,109 8,602,88:
Q3 2005 $3.1¢ 740,76¢ (422,86%) 8,920,78:
Q4 2005 $2.41 729,46( (273,389 9,376,85.
Q1 2006 $2.54 714,64 (317,94) 9,773,55!
Q2 2006 $2.11 737,73t (532,679 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
Europe:

Average Cost per
Acquisition of a New

Period Subscriber New Subscribers Unsubscribes Balance
Q3 2005 $1.6E 127,85 (5,577%) 140,15:
Q4 2005 $2.02 174,51 (16,899 297,76
Q1 2006 $2.1¢ 143,66t (16,839 424,60:¢
Q2 2006 $2.6¢ 129,43t (34,070 519,97
Q3 2006 $1.2¢ 126,56t (29,799 616,74
Q4 2006 $2.94 69,48¢ (30,949 655,29(
Q1 2007 $3.8¢ 159,43¢ (31,350 783,37¢
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In North America, we have noted a trend ofé@asing average cost per new subscriber over shéeha years, driven by a gradual increase
in online advertising rates by our media supplésrsvell as increased activity from competitors gsimilar forms of online advertising for
their own marketing efforts. The decline in newstriber acquisition costs in North America in Q®20eflects the effect of new advertising
campaigns which were tested at that time. The nledti new subscriber acquisition costs in North Aozein Q3 2006 was impacted by a
credit received from a vendor in the amount of $2@0. We do not consider the decline in new subsciiosts in certain prior periods to be
indicative of a longer-term trend, or to indicdtattour subscriber costs are likely to stay atlehigl or are likely to decline further.

In Europe, we do not know if the increasehi@ average cost per acquisition of a new subscisteetrend or if it is related to the limited
staffing. Until April 2007, our European operatiatid not have any marketing staff.

Increasing average cost per subscriber iyliceresult in higher absolute marketing experases potentially higher relative marketing
expenses as a percentage of revenue. Going fomerskpect continued upward pressure on online #divey rates and continued activity
from competitors, which will likely increase ourstger new subscriber over the long term. The effamperations may be that greater
absolute and relative marketing expenditure is s&amy to continue to grow the reach of our pulibicest However, it is possible that the
factors driving subscriber acquisition cost incesasan be partially or completely offset by nevingproved methods of subscriber acquisit
using techniques which are under evaluation.
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Segment Information

We have presented the business segmentsikdhin 10-Q based on our organizational structsief &arch 31, 2007.

North America

Three Months Ended March 31,

2007 2006
(In thousands
Net revenue. $18,49¢ $16,43¢
Income from operatior 8,15¢ 7,424
Income from operations as a % of reven 44% 45%

In North America, revenues increased 13% énfittst three months of 2007 compared to the sagniegin 2006. The North America
revenue growth was driven by the increase of atbiegtrates, additions of new clients and increagmshding from existing clients.

Income from operations for North America gseacentage of revenue in the three months endedhv&dr, 2007 compared to the three
months ended March 31, 2006 decreased by one pageepoint. This was primarily due to a three petage point increase in sales and
marketing expenses as a percentage of revenue thrée months ended March 31, 2007 compared tgatie period last year. Sales and
marketing expenses for North America increased’té #illion in the three months ended March 31,2260mpared to $6.5 million in the
same period last year. This $1.4 million increass wrimarily due to a $573,000 increase in salapgeses resulting mostly from an increase
in headcount and a $564,000 increase in advertisiagquire traffic to our web site and for bramgcheeness campaigns. There was also a twc
percentage point decrease in general and admiiistexpenses as a percentage of revenue in the thonths ended March 31, 2007
compared to the same period last year. Generah@dmihistrative expenses for North America decreasé&?2.1 million in the three months
ended March 31, 2007 compared to $2.3 million engame period last year. This $200,000 decreasgrivaarily due to a $217,000 decre:
in bad debt expense.

Europe
Three Months Ended March 31,
2007 2006
(In thousands
Net revenue: $1,28¢ $ 56¢
Loss from operation (683) (460
Loss from operations as a % of reven -53% -81%

In Europe, revenues increased 128% in thetfiree months of 2007 compared to the same périgad06. We began operations in Europe
in May 2005.

Our loss from operations in Europe was $683j6Ghe three months ended March 31, 2007 compar8d60,000 in the three months
ended March 31, 2006. Although net revenues inedehy $724,000 in the three months ended MarcR@17 compared to the prior year,
sales and marketing expenses increased by $82@.@0primarily to increased spending on subscribguigition campaigns, advertising for
Web site traffic, and salary expenses. Generabantinistrative expenses also increased by $132100@rimarily to an increase in office
and salary expenses.

Income Taxes

We recorded income tax provisions of $3.8ipmlland $3.2 million for the three months ended die81, 2007 and March 31, 2006,
respectively. Our income is generally taxed inth8. and our income tax provisions reflect fedaral state statutory rates applicable to our
levels of income and expenses, adjusted to takeaittount expenses that are treated as havingcogniegable tax benefit. For the three
months ended March 31, 2007, our effective taxwate 48.2%. Expenses of $43,000 related to a prograder which the Company makes
cash payments to people who establish that theg feemer stockholders of Travelzoo.com Corporatand who failed to submit requests
shares in Travelzoo Inc. within the required tineei@d, were treated as having no recognizable ésetit. Further, losses of approximately
$1.0 million from our operations in Europe and G#mavere treated as having no recognizable tax hienef

We expect that our effective tax rate in fatperiods may fluctuate depending on the total atholiexpenses related to payments to
former stockholders and from losses or gains irclby our operations in Canada, Europe, and Asidi®aand corresponding U.S. tax
credits, if any.
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Liquidity and Capital Resources

As of March 31, 2007, we had $39.9 milliorcash and cash equivalents. Cash and cash equivaiergased from $33.4 million on
December 31, 2006 primarily as a result of caskigeal by operating activities as explained belove &¥pect that cash on hand and cash
flows generated from operations will be sufficieamprovide for working capital needs for at ledst hext 12 months.

Net cash provided by operating activitieshe three months ended March 31, 2007 was $6.6omilNlet cash provided by operating
activities in the three months ended March 31, 2086 $5.8 million. In the three months ended M&th2007, net cash provided by
operating activities resulted primarily from net@me and increases in accounts payable and o#tdities offset by an increase in accounts
receivable.

Net cash used by investing activities was @307 n the three months ended March 31, 2007. At provided by investing activities was
$5.3 million during the three months ended March28D6. In the three months ended March 31, 208f7cash used in investing activities
resulted from purchases of property and equipmerhe three months ended March 31, 2006, net gashided by investing activities
resulted primarily from the sale of short-term istreents offset by the purchase of short-term imuests.

There were no financing activities during theee months ended March 31, 2007. Net cash usfthincing activities was $8.6 million
during the three months ended March 31, 2006.drttiree months ended March 31, 2006, net cashingegncing activities resulted from
the repurchase of common stock by the Company.

Our capital requirements depend on a numb&aabérs, including market acceptance of our preglaad services, the amount of our
resources we devote to development and launchvefoneducts, cash payments to former stockholdef@@afelzoo.com Corporation,
expansion of our operations, and the amount of@asurces we devote to promoting awareness offréhelzoo brand. Since the inception of
the program under which we would make cash payntergsrsons who establish that they were formerkstolders of Travelzoo.com
Corporation, and who failed to submit requestsofarshares within the required time period, we haearred expenses of $2.6 million. The
total cost of this program is still undeterminabézause it is dependent on our stock price ant@number of claims ultimately received.
Consistent with our growth, we have experiencedbsntial increase in our sales and marketingresgsesince inception, and we anticipate
that these increases will continue for the forelsleefuture, in particular in connection with ouradegy to replicate our business model in
selected foreign markets. We believe cash on haddyanerated during those periods will be sufficterpay such costs. In addition, we will
continue to evaluate possible investments in bgsie® products and technologies, the consummdtiemycof which would increase our
capital requirements.

Although we currently believe that we havdisignt 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 capitabnder to meet our capital requirements. If we additional equity or convertible debt securil
the sale could dilute the ownership of our exisstackholders. If we issue debt securities or distala new credit facility, our fixed
obligations could increase, and we may be requoedjree to operating covenants that would resiticoperations. We cannot be sure that
any such financing will be available in amount®orterms acceptable to us.

We expect that cash on hand will be sufficterfinance the growth of our European and AsiafRaaperations.

The following summarizes our principal conttet commitments as of March 31, 2007 (in thousgnds

2007 2008 2009 2010 Thereafter Total
Operating lease $ 1,83t $ 1,16¢ $ 44¢ $ — $ — $ 3,44¢
Purchase obligatior 13C 11 — — — 141
Total commitment: $ 1,96 $ 1,17¢ $ 44¢ $ G $ = $ 3,58¢

As a result of the adoption of FIN 48, theatdiability for uncertain tax positions is $1.0lhan (see Note 7 in Item 1). We have not
included this amount in the table above becauskeodifficulty in making reasonably reliable estiemon the timing of cash settlements with
the respective taxing authorities.

Growth Strategy
Our growth strategy has two main elements:
. Replicate our business model in selected foreigrketsiin Europe and in the Asia Pacific region;

. Expand the scope of our business ma
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During the second quarter of 2007, we willibemperations in France and Hong Kong. For 20072018, we plan to start up operation:
Australia, Greater China (China, Hong Kong, Taiwdn{lia, Japan, and South Korea.

In the first quarter of 2007, we began toedke significant resources to the development®fTitavelzoo Network, a network of affiliate
Web sites that list travel deals published by Tizne

We expect our launch in the Asia Pacific regiour continued expansion in Europe, and the dgweént of the Travelzoo Network to h:
a material negative impact on our operating marmjirthe near term.
Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No, 158e Fair Value Option for Financial Assets anddncial Liabilities” (“SFAS 159").
SFAS 159 provides the option to report certainrfoial assets and liabilities at fair value, witle thtent to mitigate volatility in financial
reporting that can occur when related assets abdilies are recorded on different bases. Thitestant is effective for us beginning
January 1, 2008. We are currently evaluating thgaichof adopting SFAS 159 on our financial stateimen

RISK FACTORS

Investing in our common stock involves a high degree of risk. Any or all of the risks listed 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 sustain profithyi.

Although we have been profitable in the ptistre is no assurance that we will continue toroéitable. We forecast our future expense
levels based on our operating plans and our estgradtfuture revenues. We may find it necessasjgwificantly accelerate expenditures
relating to our sales and marketing efforts or otl&e increase our financial commitment to creating maintaining brand awareness among
Internet users and travel companies. If our revemuew at a slower rate than we anticipate, ouifspending levels exceed our expectations
or cannot be adjusted to reflect slower revenugtirowe may not generate sufficient revenues ttaguprofitability. We expect our
operations in Europe and Asia Pacific and our etqeexpansion into other regions in the future imitlur significant losses. We expect that
this will have a material negative impact on ouer@bing margins. This could result in a significdatrease in the trading price of our
common stock.

Fluctuations in our operating results may negatiyeimpact our stock price.

Our quarterly operating results may fluctuggmificantly in the future due to a variety of fas 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 clemiatd due to difficulties in predicting client derdan a new marke
. changes in general economic conditions that coffédtamarketing efforts generally and online maikgtefforts in particular

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

. the introduction, development, timing, compedtjpricing and market acceptance of our productssendces and those of our
competitors

. 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 affectithg Internet generally or the operation of ourdpicis and services specifically;
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. payments which we may make to previous stockhmsldeTravelzoo.com Corporation who failed to subraguests for shares in
Travelzoo Inc. within the required time peric

We may significantly increase our operatingenses related to advertising campaigndfavel 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
accelerate our acquisition of new subscribers.

If revenues fall below our expectations in aarter and we are unable to quickly reduce oeraing expenses in response, our Oper:
results would be lower than expected and our spoicke may fall.

We depend on two clients for a substantial partoofr revenues.

In the three months ended March 31, 2007 dlemts accounted for 14% and 12% of our reveniiBs.agreements with these clients are
in the form of multiple insertion orders from graupf entities under common control, in either tlwmPany’s standard form or in the client’s
form.

The loss of either client may result in a #figant decrease in our revenues, which could lzreaterial adverse effect on our business.

Our business model may not be adaptable to a chaggharket.

Our current revenue model depends on advagtieies paid by travel companies. If current cBadgcide not to continue advertising their
offers with us and we are unable to replace theth méw clients, our business may be adversely @ffledo be successful, we must provide
online marketing solutions that achieve broad maakeeptance by travel companies. In addition, wstrattract sufficient Internet users w
attractive demographic characteristics to our petglut is possible that we will be required tothar adapt our business model in response to
changes in the online advertising market or if cunrent business model is not successful. If wenateble to anticipate changes in the on
advertising market or if our business model isqumicessful, our business could be materially adieedfected.

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 anditgg growth from the cash flow generated
from our operations and our retained earnings. Hewdhese sources may not be sufficient to meeheeds. We may not be able to obtain
financing on commercially reasonable terms, ofllat a

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 camedgnour products and services, take advantagesofdss opportunities, or respond to
competitive pressures, any of which could have teris adverse effect on our business.

If we choose to raise additional funds throtlghissuance of equity securities, you may expeeéssignificant 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 securitie® tbrms 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 demand for onlineréglag from travel companies. The last recessiecréased consumer travel and caused
travel companies to reduce or postpone their madkspending generally, and their online marketpgnding in particular. In case of ano
recession, our business and financial conditiondcba materially adversely affected.
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Our operations could be significantly hindered blyet occurrence of a natural disaster or other catagthic event.

Our operations are susceptible to outagegdlfiee, floods, power loss, telecommunicationduiags, break-ins and similar events. In
addition, a significant portion of our network iagtructure is located in Northern California, asaasusceptible to earthquakes. We do not
have multiple site capacity in the event of anyhsoccurrence. Outages could cause significantriqépns of our service. In addition, des
our implementation of network security measures,seuvers are vulnerable to computer viruses, ghysind electronic breaks, and simila
disruptions from unauthorized tampering with oumgpaiter systems. We do not carry business integnptisurance to compensate us for
losses that may occur as a result of any of thesets.

Technological or other assaults on our service cdilarm our business.

We are vulnerable to coordinated attempts/éyload our systems with data, which could resutiénial or reduction of service to some or
all of our users for a period of time. We have eigreced denial of service attacks in the past,raag experience such attempts in the future.
Any such event could reduce our revenue and harmomerating results and financial condition. Wendd carry business interruption
insurance to compensate us for losses that may asau 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 Germany, CanadaSpaih. In the second quarter of 2007,
we will begin operations in France and in Hong Ko@gr plan is to expand into additional marketthim Asia Pacific region in the future. \
expect our operations in Europe and Asia Pacifi@foinitial period of two to three years to indosses, primarily as a result of significant
expenses related to subscriber acquisition and atheketing activities. We expect that this wilMeaa material negative impact on our
operating margins. This could result in a significdecrease in the trading price of our commonkstimcaddition to uncertainty about our
ability to generate net income from our foreignm@piens and expand our international market pasitibere are certain risks inherent in dt
business internationally, including:

. trade barriers and changes in trade regulat

. difficulties in developing, staffing and simuleously managing foreign operations as a resultstéudce, language and cultural
differences

. stringent local labor laws and regulatio

. currency exchange rate fluctuatio

. risks related to government regulation; i

. potentially adverse tax consequent

In addition, we may be unable to acquire donmaimes that utilize the name Travelzoo in the t@swe intend to conduct business.
We may not be able to develop awareness of our nraame.

We believe that continuing to build awarenefsthe Travelzoo brand name is critical to achieving widespread piznee of our business.
Brand recognition is a key differentiating facton@ng providers of online advertising opportunitiasgd we believe it could become more
important as competition in our industry increasesrder to maintain and build brand awarenessinust succeed in our marketing efforts.
If we fail to successfully promote and maintain buaind, incur significant expenses in promotinglmand and fail to generate a
corresponding increase in revenue as a resultrabr@unding efforts, or encounter legal obstaclegkprevent our continued use of our bri
name, our business could be materially adversédytad.

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

Events like the war with Iraq or the terroastiacks on the U.S. in 2001 have a negative impadhe travel industry. We are not in a
position to evaluate the net effect of these cirstamces on our business. In the longer term, osinbsis might be negatively affected by
financial pressures on the travel industry. Howgear business may also benefit if travel compamesease their efforts to promote special
offers or other marketing programs. If such eveessilt in a long-term negative impact on the tran@ustry, such impact could have a
material adverse effect on our business.

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

To remain competitive, we must continually ioye the responsiveness, functionality and featofesir products and services. We may
not succeed in developing features, functions, yetsdor services that travel companies and Intersets find attractive. This could reduce
the number of travel companies and Internet ussrgwur products and materially adversely affestlusiness.
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We may lose business if we fail to keep pace wéthidly changing technologies and clients’ needs.

Our success is dependent on our ability teigvnew and enhanced software, services and dghatelucts to meet rapidly evolving
technological requirements for online advertisi@gr current technology may not meet the futurenes 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 forraatide facto standards relating to online advertisi
. developments and changes relating to the Inte

. competing products and services that offer incretfsectionality; anc

. changes in travel company and Internet user reqainés.

If we are unable to timely and successfullyadep and introduce new products and enhancememtedting 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 abilityttact, train, motivate and retain highly skillesgoyees. We may be unable to retain our
skilled employees, or attract, assimilate and netétier highly skilled employees in the future. Wave from time to time in the past
experienced, and we expect to continue to expegianthe future, difficulty in hiring and retainirigghly 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.

Since the commencement of our operations,ave experienced a period of rapid growth. In otdexxecute our business plan, we must
continue to grow significantly. As of March 31, ZQ@ve had 94 employees. We expect that the nunflmrremployees will continue to
increase for the foreseeable future. This growshpglaced, and our anticipated future growth withtirmue to place, a significant strain on our
management, systems and resources. We expectahaillvneed to continue to improve our financialananagerial controls and reporting
systems and procedures. We will also need to caatio expand and maintain close coordination anoamgales, production, marketing, IT,
and finance departments. We may not succeed ie gfésrts. Our inability to expand our operationsn efficient manner could cause our
expenses to grow disproportionately to revenuestexenues to decline or grow more slowly than etgxtand could otherwise 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 search engines like Google¥atibo! Search that offer pay-per-click listingse\Wlso compete for advertising dollars
with large Internet portal sites, such as Americdiri@, MSN and Yahoo!, that offer listings or otlalvertising opportunities for travel
companies. These companies have significantly gréiaiancial, technical marketing and other resesirand larger client bases. In addition,
we compete with newspapers, magazines and otlthtidreal media companies that provide online adsirg opportunities. We expect to
face additional competition as other establishetleanerging companies, including print media
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companies, enter the online advertising market. @ition could result in reduced margins on ouvisess, loss of market share or less us
Travelzoo by travel companies and consumers. If we are nettalcompete effectively with current or futurengoetitors as a result of these
and other factors, our business could be materalersely affected.

Loss of any of our key management personnel coutyatively impact our busines

Our future success depends to a significarenon the continued service and coordinationuofroanagement team, particularly Ralph
Bartel, our Chairman, President, and Chief Exeeut¥ficer. The loss or departure of any of oura#fs or key employees could materially
adversely affect our ability to implement our bsis plan. We do not maintain key person life insceador any member of our management
team. In addition, we expect new members to joinnsanagement team in the future. These individwélshot previously have worked
together and will be required to become integratémlour management team. If our key managemeisbpeel are not able to work together
effectively or successfully, our business couldvizerially adversely affected.

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

We use technology and software products fittind parties including Microsoft. Technology frorarccurrent 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 productsnihancements of existing products until equiviabemeplacement technology can be
accessed, if available, or developed internallfgafsible. If we experience these delays, our lessitould be materially adversely affected.

Risks Related to the Market for our Shares
Our stock price has been volatile historically amgiay continue to be volatile.

The trading price of our common stock has km@hmay continue to be subject to wide fluctuatidduring the twelve month period enc
March 31, 2007, the sales price of our common stocthe NASDAQ Stock Market ranged from $18.41%8.99. Our stock price may
fluctuate in response to a number of events artdfmcsuch as quarterly variations in operatingltssannouncements of technological
innovations or new products by us or our competjtohanges in financial estimates and recommendaliy securities analysts; the opera
and stock price performance of other companiesitivastors may deem comparable to us; and newstse@dating to trends in our markets
or general economic conditions.

In addition, the stock market in general, grelmarket prices for Internet-related companigsairticular, have experienced volatility that
often has been unrelated to the operating perfocmahsuch companies. These broad market and nydiisttuations may adversely affect
the price of our stock, regardless of our operapi@dormance.

We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and whous Chairman of the Board, President, and Chiefddkive Officer, is our largest
stockholder, holding beneficially, as of May 1, Z0@pproximately 50.2% of our outstanding sharek aptions to increase his percentage
ownership to 56.4% on a fully-diluted basis. Throungs share ownership, he is in a position to adritravelzoo and to elect our entire board
of directors.
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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 noenly restricted use of the Internet in our maskélowever, the legal and regulatory
environment that pertains to the Internet is urmderand may change. Uncertainty and new regulaton&l 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 mayearagsues which include:

. user privacy

. anti-spam legislation

. consumer protectior

. copyright, trademark and patent infringeme

. pricing controls

. characteristics and quality of products and sesy
. sales and other taxes; &

. other claims based on the nature and content efriat materials

We may be liable as a result of information retrie 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 messagesurity breaches, illegal or fraudulent use of a@trainterruptions 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 mayeaidlersely affected. We do not carry generalliighinsurance.

We do not carry general liability insurance.

We do not carry general liability insurancdieth would protect us against claims which mayeaiisthe course of our business from
subscribers, clients or others. If any such claioudd be successfully asserted against us, theebsé general liability insurance coverage
could adversely affect our financial condition.

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

The merger of Travelzoo.com Corporation i@ Company became effective on April 25, 2002. i8tolders of Travelzoo.com
Corporation were allowed a period of two yearsdiwihg the effective date to receive shares in them@any. After April 25, 2004, two years
following the effective date, we ceased issuingeahito the former stockholders of Travelzoo.compBaation. Many of the “Netsurfer
stockholders,” who had applied to receive shareErafelzoo.com Corporation in 1998 for no cash weration, did not elect to receive their
shares which were issuable in the merger priongécend of the twgear period. A total of 4,115,532 of our sharesohthiad been reserved
issuance in the merger were not claimed.
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It is possible that claims may be asserteéhagas in the future by former stockholders ofvialaoo.com Corporation seeking to receive
our shares, whether based on a claim that the dao-geadline for exchanging their shares was unegdible or otherwise. In addition, one or
more jurisdictions, including the Bahamas or theté&of Delaware, may assert rights to unclaimedeshander escheat statutes. If such
escheat claims are asserted, we intend to chalkieggpplicability of escheat rights in that, amartiger reasons, the identity, residency and
eligibility of the holders in question cannot baatenined. There were certain conditions applicabline issuance of shares to the Netsurfer
stockholders, including requirements that (i) theyat least 18 years of age, (ii) they be residefntise U.S. or Canada and (iii) they not apply
for shares more than once. The Netsurfer stockh®ldere required to confirm their compliance whibge conditions, and were advised that
failure to comply could result in cancellation bétr shares in Travelzoo.com Corporation. Travelzmm Corporation was not able to verify
that the applicants met the requirements refewebbve at the time of their applications for ismeaof shares. If claims are asserted by
persons claiming to be former stockholders of Tiax@com Corporation, we intend to assert thatrthghts to receive their shares expired
two years following the effective date of the merges provided in the merger agreement. We alseaxp take the position, if escheat or
similar claims are asserted in respect of the uedshares in the future, that we are not requaréssue such shares. Further, even if it were
established that unissued shares were subjectheaisclaims, we would assert that the claimant mstablish that the original Netsurfer
stockholders complied with the conditions to issutaaf their shares. We are not able to predicbtiieome of any future claims which might
be asserted relating to the unissued shares. ifdagns were asserted, and were fully succedsfal,could result in us being required to is
up to an additional 4,072,000 shares of commorkdgtmeno additional payment, which would resulsimbstantial dilution of the ownership
interests of the other stockholders, and in ouniags per share, which could adversely affect theket price of our common stock.

On October 15, 2004, we announced a prograterumhich we would make cash payments to persomsestablish that they were former
stockholders of Travelzoo.com Corporation, and faied to submit requests for our shares withinrdguired time period. The
accompanying consolidated financial statementsideh charge in general and administrative expesfse$3,000 for these cash payments
for the three months ended March 31, 2007, of wiitj000 remains as a liability as of March 31, 200 liability is based on the number
of actual requests received from former stockhaldierough March 31, 2007 which had not yet beerngssed for payment. The total cost of
this program is not reliably estimable because ftdased on the ultimate number of valid requestsived and future levels of our common
stock price. Our common stock price affects thiility because the amount of cash payments un@epribgram is based in part on the recent
level of the stock price at the date valid requastsreceived. We do not know how many of the retguir shares originally received by
Travelzoo.com Corporation in 1998 were valid, bethelieve that only a portion of such requests waliel. As noted above, in order to
receive payment under the program, a person isreghjto establish that such person validly heldst#n Travelzoo.com Corporation.
Assuming 100% of the requests from 1998 were véditmer stockholders of Travelzoo.com Corporatiotding approximately 4,072,000
shares had not submitted claims under the progsaof larch 31, 2007.

Our internal controls over financial reporting manot be effective, and our independent auditors nmet be able to certify as to their
effectiveness, which could have a significant andvarse effect on our business.

We are obligated to evaluate our internal @dstover financial reporting in order to allow nagement to report on, and our independent
auditors to attest to, our internal controls oweafcial reporting, as required by Section 40ef$arbanes-Oxley Act of 2002 and the rules
and regulations of the SEC. In our Section 404watain, we have identified areas of internal cdsttbat may need improvement and have
instituted remediation efforts where necessaryreiily, none of our identified areas that need mmpment have been categorized as ma
weaknesses. We may identify conditions that mayltr@s 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 copyright
trade secret and trademark laws and non-discl@dether contractual arrangements to protectraeliéctual property rights. The steps we
have taken to protect our proprietary rights, hosvemnay not be adequate to deter misappropriafignaprietary information.
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The U.S. Patent and Trademark Office regidténe trademark for “Travelzoo” on January 23, 200He Office for Harmonization in the
Internal Market of the European Community regigdete trademark for “Travelzoo” on May 11, 2004wk are unable to protect our rights
in the mark, a key element of our strategy of prongoTravelzoo as a brand could be disrupted and our businesd teuhdversely affected.
We may not be able to detect unauthorized use op@prietary 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 waymmarket 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 andrit name without paying us for them. If this wer@c¢cur, our business could be materially
adversely affected.

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

We cannot be certain that our products, cdreed brand names do not or will not infringe vadatents, copyrights or other intellectual
property rights held by third parties. While we bavtrademark for “Travelzoothany companies in the industry have similar namelsiding
the word “travel”. We expect that infringement abai in our markets will increase in number as mamigipants 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 imdifg 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.

Item 3. Quantitative and Qualitative Disclosures About MakRisk

We believe that our potential exposure to glearin 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 maturitiescérdingly, we do not expect any material
loss from these investments.

Our European operations expose us to foraigrency risk associated with agreements being deraed in British Sterling Pounds and
Euros. Our Canadian operations expose us to forrigency risk associated with agreements beingmérated in Canadian Dollars. We are
exposed to foreign currency risk associated withtflations of the British Sterling Pound and theokas the financial position and operating
results of our European subsidiary will be trareslahto U.S. Dollars for consolidation purposes. & exposed to foreign currency risk
associated with fluctuations of the Canadian Dakathe financial position and operating resultswfCanadian subsidiary will be translated
into U.S. Dollars for consolidated purposes. Weandbuse derivative instruments to hedge these expss

Item 4. Controls and Procedures

As of March 31, 2007, we carried out an eviadurg under the supervision and with the partiggrabf the Company’s management,
including the Company’s President and Chief Exeeu®fficer along with the Company’s Chief Finandificer, of the effectiveness of the
design and operation of our disclosure controlsgmodedures pursuant to Exchange Act Rule 13a-a5e@upon that evaluation, the
Company’s President and Chief Executive Officenglwith the Company’s Chief Financial Officer cambéd that our disclosure controls
and procedures are effective in timely alertingrthe material information relating to the Compaimcluding its consolidated subsidiaries)
required to be included in our periodic SEC filiragsof March 31, 2007.

During the three months ended March 31, 2€6@fe was no change in our internal control ovairicial reporting (as defined in Exchau
Act Rule 13a-15(f)) that materially affected, orémsonably likely to materially affect, the Comypaninternal control over financial reportii
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PART II—OTHER INFORMATION

Iltem 1A. Risk Factors

A restated description of the risk factorsoagsted with our business is included under “Rigktbrs” in “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems,” contained in Item 2 of Part | of this refpd his description includes any material
changes to and supersedes the description ofskéagtors associated with our business previadisiglosed in Item 1A of our 2006 Annual
Report on Form 10-K and is incorporated hereindigrence.

Item 2. Unregistered Sales of Equity Securities and UsdPobceeds

There were no unregistered sales of equityréexs during the period covered by this report.

Iltem 6. Exhibits

The following table sets forth a list of exitéb

Exhibit

Number Description

3.1 Certificate of Incorporation of Travelzoo Inc. (brporated by reference to our Pre-Effective Amenainiho. 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 Regi®n Statement on
Form &4 (File No. 33-55026), filed February 14, 200

10.1*¢ Employment Agreement, dated as of November 1, 2080veen Holger Bartel and Travelzoo.com Sales,

10.2*t Employment Agreement, dated as of November 1, 2080yeen Steven M. Ledwith and Travelzoo.com S#hes

10.3* Employment Agreement, dated as of December 9, 288%,een Wayne Lee and Travelzoo |

31.1% Certification of Chief Executive Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesrlixchange Act of 1934,
as amende

31.2% Certification of Chief Financial Officer pursuaotRule 13a-14(a) and Rule 15d-14(a) of the Seesriixchange Act of 1934,
as amendec

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

32.2t Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdido8e906 of the Sarbanes-
Oxley Act of 2002

* Indicates management contract or compensatory ptartract or arrangeme

¥ Filed herewitr
T Furnished herewit
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SIGNATURE

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.

TRAVELZOO INC.
(Registrant)

By: /s/ WAYNE LEE
Wayne Lee
Chief Financial Officer (Principal Financial
Officer and Authorized Signatory)

Date: May 10, 2007
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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

10.1*¢ Employment Agreement, dated as of November 1, 2080veen Holger Bartel and Travelzoo.com Sales,

10.2*t Employment Agreement, dated as of November 1, 2080yeen Steven M. Ledwith and Travelzoo.com S#hes
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as amendec

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

32.2t Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdido8e906 of the Sarbanes-

Oxley Act of 2002

* Indicates management contract or compensatory ptarract or arrangeme
T Filed herewitr
T Furnished herewit






Exhibit 10.1

EMPLOYMENT AGREEMENT

This Employment Agreement is entered intofadavember 1, 2000 (the “Effective Date”), by arehlseen Travelzoo.com Sales, Inc., a
California corporation (the “Company”), with pripeil corporate offices at 800 W. El Camino Realt&SuB80, Mountain View, CA 94040,
and Holger Bartel, whose address is currently XX00xX)XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX (“Employee”) The Company and
Employee are collectively referred to herein ag ‘Harties.”

WHEREAS, the Company desires to retain Emp@® Senior Vice President Sales & Marketing, amglByee desires to perform such
service for the Company, on the terms and conditamset forth herein;

NOW, THEREFORE, in consideration of the pragsisand mutual covenants herein contained, and gtizet and valuable consideration,
the receipt and sufficiency of which is hereby amkledged, it is mutually agreed by the partiescdieds:

1. Duties and Scope of Employment.

(a) Position.Employee shall be employed as Senior Vice Presifalgs & Marketing.

(b) Duties.During the term of Employee’s employment with then@hany, Employee shall devote her full time, skild attention to
her duties and responsibilities, which Employedlgfeaform faithfully, diligently and competentlgnd Employee shall use her best efforts
to further the business of the Company. Duringtéinm of the Agreement, Employee agrees not to elgtiengage in any other
employment, occupation or consulting activity foyairect or indirect remuneration without the pragproval of the Board, except that
this provision shall not be interpreted to prohibihployee from involvement in any charitable or coamity activity/organization that he
currently involved in and that does not materiatierfere with her ability to perform her dutiesdem this Agreement. Employee shall
report to Chief Executive Officer. Employee shalermitted, to the extent such activities do natemally and adversely affect the abi
of Employee to fully perform her duties and resgloitises hereunder, to (i) manage Employee’s pradofinancial and legal affairs,
(i) serve on civic or charitable boards or comegt, and (iii) with the consent of the Board ofedtors (which consent shall not be
unreasonably withheld), serve as a member of thedbaf directors of any noncompeting business.

2. Nature of Employment.Employee agrees not to leave or discontinue het@mynt with the Company during the first three
(3) months of her employment. Similarly, the Compagrees not to terminate Employee during the fimste (3) months of employment w
the Company, except for cause as defined in pgohagtéh). After the three month period has endedplByee will become an “at-will”
employee which means that the employment relatiprslay be terminated at any time, with or withoatise, at the option of either the
Company or Employee, upon two weeks written ndticne other party.

(a) Termination by Company without Cause.lf Employee is terminated by the Company withouti€a(as defined in paragraph 2
after the initial three months of employment, Enygle shall receive her salary and benefits earnedgh the date of termination.

(b) Termination for Cause. If Employee is terminated for “Cause” as definedeireat any time, Employee will receive only paymen
of her salary and benefits through the date of itemtion. For purposes of this Agreement, “CausealaBned as (i) gross misconduct by
Employee that is materially injurious to the Comylarbusiness; (ii) the commission by Employee &lany; or (3) the willful failure or
refusal of the Employee, following receipt of amphsit directive from the Company, to comply withet material terms of this Agreement.

3. Compensation and Fringe Benefits

(a) Base SalaryEmployee will receive a base salary at the annedliate of $240,000.00 (the “Base Salary”), whichllsbe paid
periodically in accordance with normal Company péypractices and subject to the usual and appkcednjuired withholding. Employee
understands and agrees that neither her job peafarennor promotions, commendations, bonuses dikthéfom the Company give rise to
or in any way serve as the basis for modificatangndment, or extension, by implication or otheewdf this Agreement.




(b) Productivity Bonus Plan.In addition to the Base Salary, Employee shallipigdte in the company’s Productivity Bonus Plan. A
copy of the bonus plan is attached.

(c) Vacation and Holiday Pay.Employee shall receive two weeks of paid vacatienygar, which accrues over the course of the year.
In addition, the Company provides eight (8) paitidays each year, along with two (2) “floating ltgiys”which can be used by Employ
at any time.

(d) Health Insurance.The Company shall pay Employee up to $600.00 pertim@pon submission of receipts or other proof of
payment) as reimbursement for the costs of Empleyesalth insurance.

(e) Other Benefits.Employee will be entitled to participate in or reeesuch benefits under the Compangmployee benefit plans a
policies and such other benefits which may be naadéable as in effect from time to time and asmvided to similarly situated
employees of the Company, subject in each cadestgenerally applicable terms and conditions ofpflh@s and policies in question.

4. ExpensesThe Company will pay or reimburse Employee for ozadble travel, entertainment or other expensesiiadiby Employee
in the furtherance of or in connection with thefpemance of Employee’s duties hereunder in accarelavith the Company’s established
policies.

5. Certain Covenants.

(a) Intellectual Property Rights.

(i) Employee agrees that the Company willlgole owner of any and all of Employee’s “Disate®’ and “Work Product,”
hereinafter defined, made during the term of hepleyment with the Company, whether pursuant to Agjgeement or otherwise. For
purposes of this Agreement, “Discoveri@sgans all inventions, discoveries, improvementd,apyrightable works (including, witho
limitation, any information relating to the Compé&ngoftware products, source code, know-how, preegsdesigns, algorithms,
computer programs and routines, formulae, techsigdevelopments or experimental work, work-in-pesgt or business trade secrets)
made or conceived or reduced to practice by Empglaging the term of her employment by the Comparhether or not potentially
patentable or copyrightable in the United Stateslsgwhere. For purposes of this Agreement, “WaddBct” means any and all work
product relating to Discoveries.

(i) Employee shall promptly disclose to ther@pany all Discoveries and Work Product. All sugdcbsures must include complete
and accurate copies of all source code, object oodeachine-readable copies, documentation, wotksadlow-charts, diagrams, test
data, reports, samples, and other tangible evidencesults (collectively, “Tangible Embodimentsf)such Discoveries or Work
Product. All Tangible Embodiments of any Discoverie Work Project will be deemed to have been assigo the Company as a re:
of the act of expressing any Discovery or Work Riaidherein.

(i) Employee hereby assigns and agreessmago the Company all of her interest in any ¢oum any and all Discoveries and
Work Product, whether such interest arises und&mnpsaw, copyright law, trade-secret law, semiaaridr chip protection law, or
otherwise. Without limiting the generality of theepeding sentence, Employee hereby authorizesdahg@ény to make any desired
changes to any part of any Discovery or Work Progdeccombine it with other materials in any mandesired, and to withhold
Employee’s identity in connection with any distritan or use thereof alone or in combination withestmaterials. This assignment and
assignment obligation applies to all Discoveried Work Product arising during Employee’s employmeith the Company (or its
predecessors), whether pursuant to this Agreemrestherwise. Employee’s agreement to assign t&Ctirapany any of her rights as set
forth in this Section 5(a)(iii) shall not apply &my invention that qualifies fully under the prawiss of California Labor Code
Section 2870, where no equipment, supplies, faalittrade secret information of the Company wasduend that was developed
entirely upon Employee’s own time, and (i) that sloet relate to Company business or to the Compaamtual or anticipated research
or development, or (ii) that does not result framy avork performed by Employee for the Company.

(iv) At the request of the Company, Employkallspromptly and without additional compensatice®ute any and all patent
applications, copyright registration applicationsjvers of moral rights, assignments, or other




instruments that the Company deems necessary oofapgie to apply for or obtain Letters Patenthaf United States or any foreign
country, copyright registrations or otherwise totpct the Company’s interest in such Discovery\afutk Product, the expenses for
which will be borne by the Company. Employee herefgvocably designates and appoints the Compadytamuly authorized office
and agents as her agents and attorneys-in-fai€the, Company is unable for any reason to secunpl&yee’s signature to any lawful
and necessary document required or appropriateply or or execute any patent application, copyriggistration application, waiver
of moral rights, or other similar document withpest to any Discovery and Work Product (includiwghout limitation, renewals,
extensions, continuations, divisions, or contimuadiin part), (i) act for and in her behalf, (Keeute and file any such document, and
(iii) do all other lawfully permitted acts to fuehthe prosecution of the same legal force ande#fe if executed by him; this
designation and appointment constitutes an irréMegaower of attorney coupled with an interest.

(v) To the extent that any Discovery or WorkdRict constitutes copyrightable or similar subjeetter that is eligible to be treatec
a “work made for hire” or as having similar staiughe United States or elsewhere, it will be serded. This provision does not alter or
limit Employee’s other obligations to assign indeliual property rights under this Agreement.

(vi) The obligations of Employee set forththis Section 5 (including, without limitation, tlesignment obligations) will continue
beyond the termination of Employseemployment with respect to Discoveries and WaddBct conceived or made by Employee al
or in concert with others during Employee’s emplepntwith the Company, whether pursuant to this Agrent or otherwise. Those
obligations will be binding upon Employee, her gasies permitted under this Agreement, executorsirastrators, and other
representatives.

(b) Exposure to Proprietary Information.

(i) As used in this Agreement, “Proprietarjoimation” means all information of a businessemtinical nature that relates to the
Company including, without limitation, all infornmiah about software products whether currently ieeor in development, all
inventions, discoveries, improvements, copyrigtgakbrk, source code, know-how, processes, desadgsiithms, computer programs
and routines, formulae and techniques, and anyrivdtion regarding the business of any customeupplger of the Company or any
other information that the Company is requiredeegk confidential. Notwithstanding the precedingeece, the term “Proprietary
Information” does not include information that iskecomes publicly available through no fault offfoyee, or information that
Employee learned prior to the Effective Date.

(i) In recognition of the special nature @rlemployment under this Agreement, including Iperc&al access to the Proprietary
Information, and in consideration of her employmemtsuant to this Agreement, Employee agrees tedlkienants and restrictions set
forth in Section 5 of this Agreement.

(c) Use of Proprietary Information; Restrictive Covenants.

(i) Employee acknowledges that the Proprietafgrmation constitutes a protectible busineserigst of the Company, and covenants
and agrees that during the term of her employnveméther under this Agreement or otherwise, and #ieetermination of such
employment, he will not, directly or indirectly,stiose, furnish, make available or utilize anytaf Proprietary Information, other than
in the proper performance of her duties for the Gany.

(i) Employee will not, during the term of ghAgreement or, solely with respect to clauses®3aaf this subparagraph (ii), for a
period of one year thereafter (the “Restricted dtB)i anywhere within the United States (the “Riesdd Territory”), directly or
indirectly (whether as an owner, partner, sharedmlagent, officer, director, employee, independentractor, consultant, or
otherwise):

1. perform services for, or engage in, anyinmss that develops or sells products or servideshnare competitive with any
products or services sold or developed by the Comfar which Employee has provided any assistang#anning, development,
marketing, training, support, or maintenance dutirggperiod of Employee’s employment with the Compghe “Products”);




2. except on behalf of the Company, solicit parson or entity who is, or was at any time dyitime twelve-month period
immediately prior to the termination of Employeemployment with the Company, a customer of the Gomggor the sale of the
Products or any product or service of a type tlwda sy the Company for which Employee provided asgistance in planning,
development, marketing, training, support, or mexance; or

3. solicit for employment any person who iswas at any time during the twelve-month periothiediately prior to the
termination of Employee’s employment with the Comypaan employee of the Company.

(d) Scope/Severability.The Parties acknowledge that the business of timep@ay is and will be national and internationaddope an
thus the covenants in this Section 5 would be @a&rly ineffective if the covenants were to beitad to a particular geographic area of the
United States. If any court of competent jurisdiotat any time deems the Restricted Period unreadptengthy, or the Restricted Territory
unreasonably extensive, or any of the covenant®datin this Section 5 not fully enforceable, thter provisions of this Section 5, and this
Agreement in general, will nevertheless stand artti¢ full extent consistent with law continue il force and effect, and it is the intention
and desire of the parties that the court treatpmayisions of this Agreement which are not fullff@ceable as having been modified to the
extent deemed necessary by the court to render tbasonable and enforceable and that the courte@nfbem to such extent (for example,
that the Restricted Period be deemed to be theekinmeriod permissible by law, but not in excestheflength provided for in Section 5(c),
and the Restricted Territory be deemed to compiisdargest territory permissible by law under ¢threumstances).

(e) Return of Company Materials upon Termination.Employee acknowledges that all records, documents,Tangible
Embodiments containing or of Proprietary Informatimepared by Employee or coming into her possedsjovirtue of her employment by
the Company are and will remain the property ofGloenpany. Upon termination of her employment with Company, Employee shall
immediately return to the Company all such itembenpossession and all copies of such items.

6. Equitable Remedies.

(a) Employee acknowledges and agreeghbatgreements and covenants set forth in Sedi@)s(b), (c), (d) and (e) are reasonable
and necessary for the protection of the Companysness interests, that irreparable injury willufeto the Company if Employee breaches
any of the terms of said covenants, and that irettemt of Employee’s actual or threatened breaanpfsuch covenants, the Company will
have no adequate remedy at law. Employee accoydaggkes that, in the event of any actual or tleread breach by him of any of said
covenants, the Company will be entitled to immesdiajunctive and other equitable relief, withounhbdaand without the necessity of showing
actual monetary damages. Nothing in this Sectiwill@e construed as prohibiting the Company frommguing any other remedies available
to it for such breach or threatened breach, inolydne recovery of any damages that it is abledog

(b) Each of the covenants in Section3, %68, (c), (d) and (e) will be construed as inelegeent of any other covenants or other
provisions of this Agreement.

(c) In the event of any judicial deteration that any of the covenants in Sections 568),(€), (d), and (e) are not fully enforceablds
the intention and desire of the parties that thetdpeat said covenants as having been modifiedg@xtent deemed necessary by the court tc
render them reasonable and enforceable, and #habtlrt enforce them to such extent.

7. Assignment.This Agreement shall be binding upon and inurd&henefit of (a) the heirs, executors and legalegentatives of
Employee upon Employee’s death and (b) any successioe Company. Any such successor of the Comghaajl be deemed substituted for
the Company under the terms of this Agreementlfguaposes. As used herein, “successor” shalliielany person, firm, corporation or
other business entity which at any time, whetheplmchase, merger or otherwise, directly or indiye@cquires all or substantially all of the
assets or business of the Company. None of thésr@ffEmployee to receive any form of compensapayable pursuant to this Agreement
shall be assignable or transferable except threugistamentary disposition or by the laws of desdany attempted assignment, transfer,
conveyance or other disposition (other than asafid) of any interest in the rights of Employeeeiteive any form of compensation
hereunder shall be null and void.

8. NoticesAll notices, requests, demands and other commuaitatalled for hereunder shall be in writing ahdlsbe deemed given if
delivered personally, one (1) day after mailing We&deral Express overnight or a similar overniglivery service, or three (3) days after
being mailed by registered or certified mail, retueceipt requested, prepaid and addressed tattiegpor




their successors in interest at the addressed bdteve, or at such other addresses as the pasdigslesignate by written notice in the manner
aforesaid.

9. Severability. In the event that any provision hereof becomes detlared by a court of competent jurisdictiobeadllegal,
unenforceable or void, this Agreement shall corgimufull force and effect without said provision.

10. Entire Agreement.This Agreement, and the Stock Option Agreementasmt the entire agreement and understanding eetthe
Company and Employee concerning Employee’s employmadationship with the Company, and supersedbéir entirety any and all prior
agreements and understandings concerning Emplogagtyment relationship with the Company.

11. Resolution of Disputes Regarding Employment.

(a) The Parties agree to submit any déespucontroversy arising out of, relating to, miconnection with this Agreement, or the
interpretation, validity, construction, performanbesach, or termination thereof, to mediation. Plagties shall mutually select the mediator
and shall equally pay for the costs of the mediator

(a) If and only if a mediation is unsusskil, and the dispute or controversy is not reslvithin 30 days after a mediation, either party
may submit the matter to binding arbitration, te gxtent permitted by law, to be held in or near $@se, California in accordance with the
National Rules for the Resolution of Employmentmites then in effect of the American Arbitrationsasiation (the‘Rules”). The arbitrator
may grant injunctions or other relief in such digpar controversy. The decision of the arbitratwllsbe final, conclusive and binding on the
parties to the arbitration. Judgment may be enterethe arbitrator’s decision in any court havinggdiction. The arbitrator may award the
prevailing party in any such attorneys’ fees anstecurred in connection therewith.

(b) The arbitrator shall apply Califoriéav to the merits of any dispute or claim, withoefierence to rules of conflict of law. Employee
hereby expressly consents to the personal juriedicif the state and federal courts located in &@hara County, California or the Northern
District of California for any action or proceediagsing from or relating to this Agreement and&lating to any arbitration in which the
Parties are participants.

(c) Employee understands that nothintpig Section modifies Employee’s at-will statusthér the Company or Employee can
terminate the employment relationship at any tiwig) or without cause, subject only to the restoics set forth in Section 2 above.

(d) Employee has read and understand#o8ekl, which discusses arbitration. employee wstdads that by signing this agreement,
employee agrees to submit any future claims arisingf, relating to, or in connection with thisragment, or the interpretation, validity,
construction, performance, breach, or terminati@rgof to binding arbitration to the extent peredtby law, and that this arbitration clause
constitutes a waiver of employee’s right to a juigl and relates to the resolution of all disputgating to all aspects of the
employer/employee relationship, including but ristited to, the following claims:

(i) Any and all claims for wrongfdischarge of employment; breach of contract, bafitess and implied; breach of the covenant of
good faith and fair dealing, both express and iethlnegligent or intentional infliction of emotidrdistress; negligent or intentional
misrepresentation; negligent or intentional integfeee with contract or prospective economic adygmtand defamation;

(i) Any and all claims for violaticof any federal state or municipal statute, incigdbut not limited to the California Fair
Employment and Housing Act, the Civil Rights Actk&91, the Age Discrimination in Employment Actl&67, the Americans with
Disabilities Act of 1990, and the Fair Labor Stami$aAct;

(iii) Any and all claims arising oat any other laws and regulations relating to eppient or employment discrimination.

(e) The Parties may apply to any coutafipetent jurisdiction for a temporary restrainamger, preliminary injunction, or other
interim or conservatory relief, as necessary, withmeach of this arbitration agreement and wittedartdgment of the powers of the arbitra




12. No Oral Modification, Cancellation or Discharge. This Agreement may only be amended, canceled ohdiged in writing signed
by Employee and the Company.

13. Governing Law.This Agreement shall be governed by the internestantive laws, but not the choice of law rulesthef State of
California.

14. AcknowledgmentEmployee acknowledges that he has had the opptyrtendiscuss this matter with and obtain advicarfer
private attorney, has had sufficient time to, aad barefully read and fully understands all thesjsions of this Agreement, and is knowingly
and voluntarily entering into this Agreement,

IN WITNESS WHEREOF, the undersigned have etaztthis Agreement on the respective dates set bafow.

COMPANY:
TRAVELZOO.COM SALES, INC

By:

Title:

Date

EMPLOYEE:

Holger Bartel

Date







Exhibit 10.2

EMPLOYMENT AGREEMENT

This Employment Agreement is entered intofadavember 1, 2000 (the “Effective Date”), by arehlseen Travelzoo.com Sales, Inc., a
California corporation (the “Company”), with pripeil corporate offices at 800 W. El Camino Realt&SuB80, Mountain View, CA 94040,
and Steven M. Ledwith, whose address is XXXXXXXXEKXXXXXXXXXXXXXXXXXXXXXXXXXXXX (“Employee”). TheCompany and Employee
are collectively referred to herein as “the Parties

WHEREAS, the Company desires to retain Empa@e Vice President Engineering, and Employeeetesirperform such service for the
Company, on the terms and conditions as set fatéit;

NOW, THEREFORE, in consideration of the pragsisand mutual covenants herein contained, and gtizet and valuable consideration,
the receipt and sufficiency of which is hereby amkledged, it is mutually agreed by the partiescdies:

1. Duties and Scope of Employment.

(a) Position.Employee shall be employed as Vice President Eeging.

(b) Duties.During the term of Employee’s employment with then@hany, Employee shall devote her full time, skild attention to
her duties and responsibilities, which Employedlgfeaform faithfully, diligently and competentlgnd Employee shall use her best efforts
to further the business of the Company. Duringtéinm of the Agreement, Employee agrees not to elgtiengage in any other
employment, occupation or consulting activity foyairect or indirect remuneration without the pragproval of the Board, except that
this provision shall not be interpreted to prohibihployee from involvement in any charitable or coamity activity/organization that he
currently involved in and that does not materiatierfere with her ability to perform her dutiesdem this Agreement. Employee shall
report to Chief Executive Officer. Employee shalermitted, to the extent such activities do natemally and adversely affect the abi
of Employee to fully perform her duties and resgloitises hereunder, to (i) manage Employee’s pradofinancial and legal affairs,
(i) serve on civic or charitable boards or comegt, and (iii) with the consent of the Board ofedtors (which consent shall not be
unreasonably withheld), serve as a member of thedbaf directors of any noncompeting business.

2. Nature of Employment.Employee agrees not to leave or discontinue het@mynt with the Company during the first three
(3) months of her employment. Similarly, the Compagrees not to terminate Employee during the fimste (3) months of employment w
the Company, except for cause as defined in pgohagtéh). After the three month period has endedplByee will become an “at-will”
employee which means that the employment relatiprslay be terminated at any time, with or withoatise, at the option of either the
Company or Employee, upon two weeks written ndticne other party.

(a) Termination by Company without Cause.lf Employee is terminated by the Company withouti€a(as defined in paragraph 2
after the initial three months of employment, Enygle shall receive her salary and benefits earnedgh the date of termination.

(b) Termination for Cause. If Employee is terminated for “Cause” as defitedein at any time, Employee will receive only payh
of her salary and benefits through the date of itemtion. For purposes of this Agreement, “CausalaBned as (i) gross misconduct by
Employee that is materially injurious to the Comylarbusiness; (ii) the commission by Employee &lany; or (3) the willful failure or
refusal of the Employee, following receipt of amphsit directive from the Company, to comply withet material terms of this Agreement.

3. Compensation and Fringe Benefits

(a) Base Salary. Employee will receive a base salattyeainnualized rate of $120,000.00 (the “Baser$alavhich shall be paid
periodically in accordance with normal Company péypractices and subject to the usual and applcednjuired withholding. Employee
understands and agrees that neither her job peafarennor promotions, commendations, bonuses dikthéfom the Company give rise to
or in any way serve as the basis for modificatangndment, or extension, by implication or otheewdf this Agreement.




(b) Productivity Bonus Plan. In addition to the BaséaB8a Employee shall participate in the companysdectivity Bonus Plan. A
copy of the bonus plan is attached.

(c) Vacation and Holiday Pay. Employee shall receive wveeks of paid vacation per year, which accrues the course of the year.
addition, the Company provides eight (8) paid ref&leach year, along with two (2) “floating holidayvhich can be used by Employee at
any time.

(d) Health Insurance. The Company shall pay Employe® $600.00 per month (upon submission of receiptsther proof of
payment) as reimbursement for the costs of Empleyesalth insurance.

(e) Other Benefits. Employee will be entitled to papate in or receive such benefits under the Comigagyployee benefit plans and
policies and such other benefits which may be naadéable as in effect from time to time and asmvided to similarly situated
employees of the Company, subject in each cadestgenerally applicable terms and conditions ofpflh@s and policies in question.

4. ExpensesThe Company will pay or reimburse Employee for ozadble travel, entertainment or other expensesiiediby Employee
in the furtherance of or in connection with thefpemance of Employee’s duties hereunder in accarelavith the Company’s established
policies.

5. Certain Covenants.

(a) Intellectual Property Rights.

(i) Employee agrees that the Company willlgole owner of any and all of Employee’s “Disate®’ and “Work Product,”
hereinafter defined, made during the term of hepleyment with the Company, whether pursuant to Agjgeement or otherwise. For
purposes of this Agreement, “Discoveri@sgans all inventions, discoveries, improvementd,apyrightable works (including, witho
limitation, any information relating to the Compé&ngoftware products, source code, know-how, preegsdesigns, algorithms,
computer programs and routines, formulae, techsigdevelopments or experimental work, work-in-pesgt or business trade secrets)
made or conceived or reduced to practice by Empglaging the term of her employment by the Comparhether or not potentially
patentable or copyrightable in the United Stateslsgwhere. For purposes of this Agreement, “WaddBct” means any and all work
product relating to Discoveries.

(i) Employee shall promptly disclose to ther@pany all Discoveries and Work Product. All sugdcbsures must include complete
and accurate copies of all source code, object oodeachine-readable copies, documentation, wotksadlow-charts, diagrams, test
data, reports, samples, and other tangible evidencesults (collectively, “Tangible Embodimentsf)such Discoveries or Work
Product. All Tangible Embodiments of any Discoverie Work Project will be deemed to have been assigo the Company as a re:
of the act of expressing any Discovery or Work Riaidherein.

(i) Employee hereby assigns and agreessmago the Company all of her interest in any ¢oum any and all Discoveries and
Work Product, whether such interest arises und&mnpsaw, copyright law, trade-secret law, semiaaridr chip protection law, or
otherwise. Without limiting the generality of theepeding sentence, Employee hereby authorizesdahg@ény to make any desired
changes to any part of any Discovery or Work Progdeccombine it with other materials in any mandesired, and to withhold
Employee’s identity in connection with any distritan or use thereof alone or in combination withestmaterials. This assignment and
assignment obligation applies to all Discoveried Work Product arising during Employee’s employmeith the Company (or its
predecessors), whether pursuant to this Agreemrestherwise. Employee’s agreement to assign t&Ctirapany any of her rights as set
forth in this Section 5(a)(iii) shall not apply &my invention that qualifies fully under the prawiss of California Labor Code
Section 2870, where no equipment, supplies, faalittrade secret information of the Company wasduend that was developed
entirely upon Employee’s own time, and (i) that sloet relate to Company business or to the Compaamtual or anticipated research
or development, or (ii) that does not result framy avork performed by Employee for the Company.

(iv) At the request of the Company, Employkallspromptly and without additional compensatice®ute any and all patent
applications, copyright registration applicationsjvers of moral rights, assignments, or other




instruments that the Company deems necessary oofapgie to apply for or obtain Letters Patenthaf United States or any foreign
country, copyright registrations or otherwise totpct the Company’s interest in such Discovery\afutk Product, the expenses for
which will be borne by the Company. Employee herefgvocably designates and appoints the Compadytamuly authorized office
and agents as her agents and attorneys-in-fai€the, Company is unable for any reason to secunpl&yee’s signature to any lawful
and necessary document required or appropriateply or or execute any patent application, copyriggistration application, waiver
of moral rights, or other similar document withpest to any Discovery and Work Product (includiwghout limitation, renewals,
extensions, continuations, divisions, or contimuadiin part), (i) act for and in her behalf, (Keeute and file any such document, and
(iii) do all other lawfully permitted acts to fuehthe prosecution of the same legal force ande#fe if executed by him; this
designation and appointment constitutes an irréMegaower of attorney coupled with an interest.

(v) To the extent that any Discovery or WorkdRict constitutes copyrightable or similar subjeetter that is eligible to be treatec
a “work made for hire” or as having similar staiughe United States or elsewhere, it will be serded. This provision does not alter or
limit Employee’s other obligations to assign indeliual property rights under this Agreement.

(vi) The obligations of Employee set forththis Section 5 (including, without limitation, tlesignment obligations) will continue
beyond the termination of Employseemployment with respect to Discoveries and WaddBct conceived or made by Employee al
or in concert with others during Employee’s emplepntwith the Company, whether pursuant to this Agrent or otherwise. Those
obligations will be binding upon Employee, her gasies permitted under this Agreement, executorsirastrators, and other
representatives.

(b) Exposure to Proprietary Information.

(i) As used in this Agreement, “Proprietarjoimation” means all information of a businessemtinical nature that relates to the
Company including, without limitation, all infornmiah about software products whether currently ieeor in development, all
inventions, discoveries, improvements, copyrigtgakbrk, source code, know-how, processes, desadgsiithms, computer programs
and routines, formulae and techniques, and anyrivdtion regarding the business of any customeupplger of the Company or any
other information that the Company is requiredeegk confidential. Notwithstanding the precedingeece, the term “Proprietary
Information” does not include information that iskecomes publicly available through no fault offfoyee, or information that
Employee learned prior to the Effective Date.

(i) In recognition of the special nature @rlemployment under this Agreement, including Iperc&al access to the Proprietary
Information, and in consideration of her employmemtsuant to this Agreement, Employee agrees tedlkienants and restrictions set
forth in Section 5 of this Agreement.

(c) Use of Proprietary Information; Restrictive Covenants.

(i) Employee acknowledges that the Proprietafgrmation constitutes a protectible busineserigst of the Company, and covenants
and agrees that during the term of her employnveméther under this Agreement or otherwise, and #ieetermination of such
employment, he will not, directly or indirectly,stiose, furnish, make available or utilize anytaf Proprietary Information, other than
in the proper performance of her duties for the Gany.

(i) Employee will not, during the term of ghAgreement or, solely with respect to clauses®3aaf this subparagraph (ii), for a
period of one year thereafter (the “Restricted dtB)i anywhere within the United States (the “Riesdd Territory”), directly or
indirectly (whether as an owner, partner, sharedmlagent, officer, director, employee, independentractor, consultant, or
otherwise):

1. perform services for, or engage in, anyinmss that develops or sells products or servideshnare competitive with any
products or services sold or developed by the Comfar which Employee has provided any assistang#anning, development,
marketing, training, support, or maintenance dutirggperiod of Employee’s employment with the Compghe “Products”);




2. except on behalf of the Company, solicit parson or entity who is, or was at any time dyitime twelve-month period
immediately prior to the termination of Employeemployment with the Company, a customer of the Gonggor the sale of the
Products or any product or service of a type tlwda sy the Company for which Employee provided asgistance in planning,
development, marketing, training, support, or mexiance; or

3. solicit for employment any person who isywas at any time during the twelve-month periodiediately prior to the termination
of Employee’s employment with the Company, an etygdoof the Company.

(d) Scope/Severability The Parties acknowledge that the business of timep@ay is and will be national and internationaddope an
thus the covenants in this Section 5 would be @a&rly ineffective if the covenants were to beitad to a particular geographic area of the
United States. If any court of competent jurisdiotat any time deems the Restricted Period unreadptengthy, or the Restricted Territory
unreasonably extensive, or any of the covenant®datin this Section 5 not fully enforceable, thter provisions of this Section 5, and this
Agreement in general, will nevertheless stand artti¢ full extent consistent with law continue il force and effect, and it is the intention
and desire of the parties that the court treatpmayisions of this Agreement which are not fullff@ceable as having been modified to the
extent deemed necessary by the court to render tbasonable and enforceable and that the courte@nfbem to such extent (for example,
that the Restricted Period be deemed to be theekinmeriod permissible by law, but not in excestheflength provided for in Section 5(c),
and the Restricted Territory be deemed to compiisdargest territory permissible by law under ¢threumstances).

(e) Return of Company Materials upon Termination.Employee acknowledges that all records, documents,Tangible
Embodiments containing or of Proprietary Informatimepared by Employee or coming into her possedsjovirtue of her employment by
the Company are and will remain the property ofGloenpany. Upon termination of her employment with Company, Employee shall
immediately return to the Company all such itembenpossession and all copies of such items.

6. Equitable Remedies.

(a) Employee acknowledges and agreeghbatgreements and covenants set forth in Sedi@)s(b), (c), (d) and (e) are reasonable
and necessary for the protection of the Companysness interests, that irreparable injury willufeto the Company if Employee breaches
any of the terms of said covenants, and that irettemt of Employee’s actual or threatened breaanpfsuch covenants, the Company will
have no adequate remedy at law. Employee accoydaggkes that, in the event of any actual or tleread breach by him of any of said
covenants, the Company will be entitled to immesdiajunctive and other equitable relief, withounhbdaand without the necessity of showing
actual monetary damages. Nothing in this Sectiwill@e construed as prohibiting the Company frommguing any other remedies available
to it for such breach or threatened breach, inolydne recovery of any damages that it is abledog

(b) Each of the covenants in Section3, %68, (c), (d) and (e) will be construed as inelegeent of any other covenants or other
provisions of this Agreement.

(c) In the event of any judicial deteration that any of the covenants in Sections 568),(€), (d), and (e) are not fully enforceablds
the intention and desire of the parties that thetdpeat said covenants as having been modifiedg@xtent deemed necessary by the court tc
render them reasonable and enforceable, and #habtlrt enforce them to such extent.

7. Assignment.This Agreement shall be binding upon and inurd&henefit of (a) the heirs, executors and legalegentatives of
Employee upon Employee’s death and (b) any successioe Company. Any such successor of the Comghaajl be deemed substituted for
the Company under the terms of this Agreementlfguaposes. As used herein, “successor” shalliielany person, firm, corporation or
other business entity which at any time, whetheplmchase, merger or otherwise, directly or indiye@cquires all or substantially all of the
assets or business of the Company. None of thésr@ffEmployee to receive any form of compensapayable pursuant to this Agreement
shall be assignable or transferable except threugistamentary disposition or by the laws of desdany attempted assignment, transfer,
conveyance or other disposition (other than asafid) of any interest in the rights of Employeeeiteive any form of compensation
hereunder shall be null and void.

8. NoticesAll notices, requests, demands and other commuaitatalled for hereunder shall be in writing ahdlsbe deemed given if
delivered personally, one (1) day after mailing We&deral Express overnight or a similar overniglivery service, or three (3) days after
being mailed by registered or certified mail, retueceipt requested, prepaid and addressed tattiegpor




their successors in interest at the addressed bdteve, or at such other addresses as the pasdigslesignate by written notice in the manner
aforesaid.

9. Severability.In the event that any provision hereof becomes detlared by a court of competent jurisdictiobedllegal,
unenforceable or void, this Agreement shall corgimufull force and effect without said provision.

10. Entire Agreement.This Agreement, and the Stock Option Agreementasmt the entire agreement and understanding eetthe
Company and Employee concerning Employee’s employmadationship with the Company, and supersedbéir entirety any and all prior
agreements and understandings concerning Emplogagtyment relationship with the Company.

11. Resolution of Disputes Regarding Employment.

(a) The Parties agree to submit any déespucontroversy arising out of, relating to, miconnection with this Agreement, or the
interpretation, validity, construction, performanbesach, or termination thereof, to mediation. Plagties shall mutually select the mediator
and shall equally pay for the costs of the mediator

(a) If and only if a mediation is unsusskil, and the dispute or controversy is not reslvithin 30 days after a mediation, either party
may submit the matter to binding arbitration, te gxtent permitted by law, to be held in or near $@se, California in accordance with the
National Rules for the Resolution of Employmentmites then in effect of the American Arbitrationsasiation (the‘Rules”). The arbitrator
may grant injunctions or other relief in such digpar controversy. The decision of the arbitratwllsbe final, conclusive and binding on the
parties to the arbitration. Judgment may be enterethe arbitrator’s decision in any court havinggdiction. The arbitrator may award the
prevailing party in any such attorneys’ fees anstecurred in connection therewith.

(b) The arbitrator shall apply Califoriéav to the merits of any dispute or claim, withoefierence to rules of conflict of law. Employee
hereby expressly consents to the personal juriedicif the state and federal courts located in &@hara County, California or the Northern
District of California for any action or proceediagsing from or relating to this Agreement and&lating to any arbitration in which the
Parties are participants.

(c) Employee understands that nothintpig Section modifies Employee’s at-will statusthér the Company or Employee can
terminate the employment relationship at any tiwig) or without cause, subject only to the restoics set forth in Section 2 above.

(d) Employee has read and understand#o8ekl, which discusses arbitration. employee wstdads that by signing this agreement,
employee agrees to submit any future claims arisingf, relating to, or in connection with thisragment, or the interpretation, validity,
construction, performance, breach, or terminati@rgof to binding arbitration to the extent peredtby law, and that this arbitration clause
constitutes a waiver of employee’s right to a juigl and relates to the resolution of all disputgating to all aspects of the
employer/employee relationship, including but ristited to, the following claims:

(i) Any and all claims for wrongful dischargéemployment; breach of contract, both expressiaupdied; breach of the covenant of
good faith and fair dealing, both express and iethlnegligent or intentional infliction of emotidrdistress; negligent or intentional
misrepresentation; negligent or intentional integfeee with contract or prospective economic adygmtand defamation;

(i) Any and all claims for violation of angdieral state or municipal statute, including, kattlimited to the California Fair
Employment and Housing Act, the Civil Rights Actk&91, the Age Discrimination in Employment Actl&67, the Americans with
Disabilities Act of 1990, and the Fair Labor Stami$aAct;

(i) Any and all claims arising out of anyhatr laws and regulations relating to employmerdgraployment discrimination.

(e) The Parties may apply to any coutafipetent jurisdiction for a temporary restrainamger, preliminary injunction, or other
interim or conservatory relief, as necessary, withmeach of this arbitration agreement and wittedartdgment of the powers of the arbitra




12. No Oral Modification, Cancellation or Discharge. This Agreement may only be amended, canceled ohdiged in writing signed
by Employee and the Company.

13. Governing Law.This Agreement shall be governed by the internestantive laws, but not the choice of law rulesthef State of
California.

14. AcknowledgmentEmployee acknowledges that he has had the opptyrtendiscuss this matter with and obtain advicarfer
private attorney, has had sufficient time to, aad barefully read and fully understands all thesjsions of this Agreement, and is knowingly
and voluntarily entering into this Agreement,

IN WITNESS WHEREOF, the undersigned have etaztthis Agreement on the respective dates set bafow.

COMPANY:
TRAVELZOO.COM SALES, INC

By:

Title:

Date

EMPLOYEE:

Steven M. Ledwitt

Date







Exhibit 10.3

EMPLOYMENT AGREEMENT

This Employment Agreement is entered into as ofdbamer 9, 2005 (the “Effective Date”), by and betw&eavelzoo Inc., a Delaware
corporation (the “Company”) with principal corpcgaiffices at 590 Madison Avenue, 2Eloor, New York, NY 10022, and Wayne Lee,
whose address is currently XXXXXXXXXXXXXXXXXXXXXEEKXXXXXXXXXXX (“Employee”). The Company and Empkxy are collectively
referred to herein as “the Parties.”

WHEREAS, the Company desires to retain Empa@® Director of Finance, and Employee desiregtfmpn such service for the
Company, on the terms and conditions as set fatéit;

NOW, THEREFORE, in consideration of the pragsisand mutual covenants herein contained, and gtieet and valuable consideration,
the receipt and sufficiency of which is hereby amkledged, it is mutually agreed by the partiescdies:

1. Duties and Scope of Employment

(a) Position. Employee shall be employed as Director of Finance

(b) Duties. During the term of Employee’s employment with @empany, Employee shall devote his full time,Iskild attention to
his duties and responsibilities, which Employed|gieform faithfully, diligently and competentignd Employee shall use his best efforts
to further the business of the Company. Duringtéinm of the Agreement, Employee agrees not to elgtiengage in any other
employment, occupation or consulting activity foyairect or indirect remuneration without the pragproval of the Company, except
that this provision shall not be interpreted tolpbd Employee from involvement in any charitablecommunity activity/organization that
he is currently involved in and that does not maligrinterfere with his ability to perform his das under this Agreement. Employee shall
be permitted, to the extent such activities domaterially and adversely affect the ability of Emyate to fully perform his duties and
responsibilities hereunder, to (i) manage Employgersonal, financial and legal affairs, (ii) seovecivic or charitable boards or
committees, and (iii) with the consent of the Boafdirectors (which consent shall not be unreabbnaithheld), serve as a member of
the board of directors of any noncompeting business

2. Nature of Employment. Employee agrees not to leave or discontinuermijsl@/ment with the Company during the first six g6dnth:
of his employment. Employee understands that ridsgyns during the first six (6) months of employinia violation of this Agreement, he
shall only receive the “Salary” (as defined bel@myl benefits earned as of the date of termina8onilarly, the Company agrees not to
terminate Employee during the first six (6) mondfiemployment with the Company, except for causeedimed in paragraph 2(b). After the
six month period has ended, Employee will becom&gwill” employee which means that the employment relatiprslay be terminated
any time, with or without cause, at the option itfier the Company or Employee, upon two weekstten notice to the other party. Employ
acknowledges that his obligations set forth inaiarsections of this Agreement, including but mmited to Section 5, survive the termination
of his employment from the Company.

(a) Termination by Company without Cause. If Employee is terminated by the Company withGause (as defined in paragraph 2
(b)) after the initial six months of employment, flioyee shall receive his salary and benefits eatime@digh the date of termination.

(b) Termination for Cause. If Employee is terminated for “Cause” as defifedein at any time, Employee will receive only payrn
of his salary and benefits through the date of teation. For purposes of this Agreement, “CausaiaBned as (i) gross misconduct by
Employee that is materially injurious to the Comyarbusiness; (ii) the commission by Employee &lany; or (iii) the willful failure or
refusal of the Employee, following receipt of amphsit directive from the Company, to comply withet material terms of this Agreement.

3. Compensation and Fringe Benefits

(a) Salary. Employee will receive a salary at the annualiiad of $130,000.00 (One Hundred Thirty Thousantabs) (the “Salary),
which shall be paid periodically in accordance witdrmal Company payroll practices and




subject to the usual and applicable required witfihgs. Employee understands and agrees that néith@b performance nor
promotions, commendations, bonuses or the like fiteCompany give rise to or in any way serve astsis for modification,
amendment, or extension, by implication or otheewix this Agreement.

(b) Vacation and Holiday Pay. Employee shall receive three (3) weeks of pathtian per year, which accrues over the courshef t
year. In addition, the Company provides eight @yolidays each year, along with two (2) “flogtinolidays” which can be used by
Employee at any time.

(c) Other Benefits. Employee will be entitled to participate in oceéve such benefits under the Company’s employeeftiglans
and policies and such other benefits which may hderavailable as in effect from time to time andmsprovided to similarly situated
employees of the Company, subject in each cadetgdnerally applicable terms and conditions ofpfla@s and policies in question.

(d) Sign-On Bonus. Employee will receive a sign-on bonus of $10,0Dén Thousand Dollars) payable within two weeksheffirst
day of employment. The sigm bonus is subject to tax withholdings. Should Exyge leave the Company during the initial sixf@&)nths
of employment, in violation of this agreement, Eaygle will be required to pay back the sign-on bonitkin two (2) weeks after date of
termination.

4. Expenses The Company will pay or reimburse Employee f@asanable travel, entertainment or other expensesried by Employee
in the furtherance of or in connection with thefpenance of Employee’s duties hereunder in accarelavith the Company’s established
policies.

5. Certain Covenants.

(a) Intellectual Property Rights ..

(i) Employee agrees that the Company williegole owner of any and all of Employee’s “Disate®’ and “Work Product,”
hereinafter defined, made during the term of hiplegment with the Company, whether pursuant to Mgseement or otherwise. For
purposes of this Agreement, “Discoveri@sgans all inventions, discoveries, improvementd,@pyrightable works (including, witha
limitation, any information relating to the Compéangoftware products, source code, know-how, peegsdesigns, algorithms,
computer programs and routines, formulae, techsigdevelopments or experimental work, work-in-pesgr or business trade secrets)
made or conceived or reduced to practice by Emplayging the term of his employment by the Comparhether or not potentially
patentable or copyrightable in the United Stateslsgwhere. For purposes of this Agreement, “WaddBct” means any and all work
product relating to Discoveries.

(i) Employee shall promptly disclose to ther@pany all Discoveries and Work Product. All sugdcbsures must include complete
and accurate copies of all source code, object oodeachine-readable copies, documentation, wotkshdlow-charts, diagrams, test
data, reports, samples, and other tangible evidencesults (collectively, “Tangible Embodimentsf)such Discoveries or Work
Product. All Tangible Embodiments of any Discoverie Work Project will be deemed to have been assigo the Company as a re:
of the act of expressing any Discovery or Work Riaidherein.

(iif) Employee hereby assigns and agreessmago the Company all of his interest in any dopim any and all Discoveries and
Work Product, whether such interest arises undemp#aw, copyright law, trade-secret law, semiaardr chip protection law, or
otherwise. Without limiting the generality of theepeding sentence, Employee hereby authorizesahgény to make any desired
changes to any part of any Discovery or Work Prgdoccombine it with other materials in any mandesired, and to withhold
Employee’s identity in connection with any distritan or use thereof alone or in combination withestmaterials. This assignment and
assignment obligation applies to all Discoveried Work Product arising during Employee’s employmeith the Company (or its
predecessors), whether pursuant to this Agreenmrestherwise. Employee’s agreement to assign t&timapany any of his rights as set
forth in this Section 5(a)(iii) applies to all inviions other than an invention (a) in which no equént, supplies, facility or trade secret
information of the Company was used (b) was dewwdamtirely upon Employee’s own time (c) does etite to Company business or
to the Company’s actual or anticipated researateselopment and (d) does not result from any wemtgsmed by Employee for the
Company.




(iv) At the request of the Company, Employkallspromptly and without additional compensatice@ute any and all patent
applications, copyright registration applicationsjvers of moral rights, assignments, or otheriumaents that the Company deems
necessary or appropriate to apply for or obtaindretPatent of the United States or any foreigmtigucopyright registrations or
otherwise to protect the Company'’s interest in ddidtovery and Work Product, the expenses for whithbe borne by the Company.
Employee hereby irrevocably designates and apptiist€ompany and its duly authorized officers ageings as his agents and
attorneys-in-fact to, if the Company is unabledoy reason to secure Employee’s signature to aviylland necessary document
required or appropriate to apply for or execute patgnt application, copyright registration apgiima, waiver of moral rights, or other
similar document with respect to any Discovery #atk Product (including, without limitation, renelsaextensions, continuations,
divisions, or continuations in part), (i) act fardain his behalf, (ii) execute and file any suclewoent, and (iii) do all other lawfully
permitted acts to further the prosecution of thees¢egal force and effect as if executed by hing designation and appointment
constitutes an irrevocable power of attorney cadiplegh an interest.

(v) To the extent that any Discovery or WorkdRict constitutes copyrightable or similar subjeetter that is eligible to be treatec
a “work made for hire” or as having similar staiughe United States or elsewhere, it will be serded. This provision does not alter or
limit Employee’s other obligations to assign inéeliual property rights under this Agreement.

(vi) The obligations of Employee set forthtlis Section 5 (including, without limitation, tlssignment obligations) will continue
beyond the termination of Employseemployment with respect to Discoveries and WaddBct conceived or made by Employee al
or in concert with others during Employee’s empleywith the Company, whether pursuant to this Agrent or otherwise. Those
obligations will be binding upon Employee, his gssies permitted under this Agreement, executorsirastrators, and other
representatives.

(b) Exposure to Proprietary Information .

(i) As used in this Agreement, “Proprietarjoimation” means all information of a businessemtinical nature that relates to the
Company including, without limitation, all informah about software products whether currently isdeleor in development, all
inventions, discoveries, improvements, copyrigtgakbrk, source code, know-how, processes, desadgsiithms, computer programs
and routines, formulae and techniques, and anyrirdtion regarding the business of any customeupplger of the Company or any
other information that the Company is requiredeegk confidential. Notwithstanding the precedingeece, the term “Proprietary
Information” does not include information that iskecomes publicly available through no fault offfoayee, or information that
Employee learned prior to the Effective Date.

(i) In recognition of the special nature @ employment under this Agreement, including Ipiscial access to the Proprietary
Information, and in consideration of his emploympuatsuant to this Agreement, Employee agrees todkienants and restrictions set
forth in Section 5 of this Agreement.

(c) Use of Proprietary Information; Restrictive Covenants.

(i) Employee acknowledges that the Proprietafgrmation constitutes a protectible businessremt of the Company, and covenants
and agrees that during the term of his employnvenéther under this Agreement or otherwise, and #itetermination of such
employment, he will not, directly or indirectly,stiose, furnish, make available or utilize anytaf Proprietary Information, other than
in the proper performance of his duties for the @any.

(i) Employee will not, during the term of hAgreement or, for a period of one year theredfter “Restricted Period”), anywhere
within the United States (the “Restricted Territdpglirectly or indirectly (whether as an owners{peer, shareholder, agent, officer,
director, employee, independent contractor, coasylor otherwise):

1. perform services for, or engage in, anyiriess that develops or sells products or servi¢ddshnare competitive with any
products or services sold or developed by the Comfihe “Products”);




2. except on behalf of the Company, solicit parson or entity who is, or was at any time dyitime twelve-month period
immediately prior to the termination of Employeemployment with the Company, a customer of the Gomggor the sale of the
Products or any product or service of a type tlwda sy the Company for which Employee provided asgistance in planning,
development, marketing, training, support, or mexance; or

3. solicit for employment any person who iswas at any time during the twelve-month periothiediately prior to the
termination of Employee’s employment with the Comypaan employee of the Company.

(d) Scope/Severability. The Parties acknowledge that the business dCtmepany is and will be national and internatiomaé¢ope and
thus the covenants in this Section 5 would be @aerly ineffective if the covenants were to beitad to a particular geographic area of
the United States. If any court of competent judsdn at any time deems the Restricted Periodasoeably lengthy, or the Restricted
Territory unreasonably extensive, or any of theet@ants set forth in this Section 5 not fully enéaole, the other provisions of this
Section 5, and this Agreement in general, will mthadess stand and to the full extent consistetit l@iv continue in full force and

effect, and it is the intention and desire of thetips that the court treat any provisions of thigeement which are not fully enforceable
as having been modified to the extent deemed nageby the court to render them reasonable and-esdible and that the court enfa
them to such extent (for example, that the Restli€eriod be deemed to be the longest period pabiEsy law, but not in excess of
the length provided for in Section 5(c), and thetReted Territory be deemed to comprise the larggstory permissible by law under
the circumstances).

(e) Return of Company Materials upon Termination. Employee acknowledges that all records, documeant$ Tangible
Embodiments containing or of Proprietary Informatfrepared by Employee or coming into his possadsjovirtue of his employment
by the Company are and will remain the propertthefCompany. Upon termination of his employmenhwilite Company, Employee
shall immediately return to the Company all suelmi$ in his possession and all copies of such items.

6. Equitable Remedies

(a) Employee acknowledges and agrees thatgreements and covenants set forth in Sections(bja)c), (d) and (e) are reasonable
and necessary for the protection of the Companysness interests, that irreparable injury willufeto the Company if Employee
breaches any of the terms of said covenants, atdrtithe event of Employee’s actual or threatdmedch of any such covenants, the
Company will have no adequate remedy at law. Emgda@ccordingly agrees that, in the event of anyahctr threatened breach by him of
any of said covenants, the Company will be entitteshmediate injunctive and other equitable relgthout bond and without the
necessity of showing actual monetary damages. Ngfthithis Section 6 will be construed as prohilgitthe Company from pursuing any
other remedies available to it for such breacthmgdtened breach, including the recovery of anyadgs that it is able to prove. Employee
agrees that notwithstanding the arbitration pravisn Section 11, the Company may apply to a colucbmpetent jurisdiction, in
accordance with Section 11(c) of this Agreemenglttain the equitable relief referenced in thistideacs.

(b) Each of the covenants in Sections 5(3),(€), (d) and (e) will be construed as independéany other covenants or other
provisions of this Agreement.

(c) In the event of any judicial determinatib@at any of the covenants in Sections 5(a), @)),(fl), and (e) are not fully enforceable, it is
the intention and desire of the parties that thetdpneat said covenants as having been modifiedg@xtent deemed necessary by the «
to render them reasonable and enforceable, anthiaburt enforce them to such extent.

7. Assignment This Agreement shall be binding upon and inurth&benefit of (a) the heirs, executors and legialesentatives of
Employee upon Employee’s death and (b) any succe$soe Company. Any such successor of the Compghall be deemed substituted for
the Company under the terms of this Agreementlfgnaposes. As used herein, “successor” shallitelany person, firm, corporation or
other business entity which at any time, whethepilmchase, merger or otherwise, directly or indiye@cquires all or substantially all of the
assets or business of the Company. None of thesragflEmployee to receive any form of compensapiayable pursuant to this Agreement
shall be assignable or transferable except threugistamentary




disposition or by the laws of descent. Any atterd@ssignment, transfer, conveyance or other dispogither than as aforesaid) of any
interest in the rights of Employee to receive amyf of compensation hereunder shall be null and.voi

8. Notices. All notices, requests, demands and other comnatinits called for hereunder shall be in writing ahdll be deemed given if
delivered personally, one (1) day after mailing Reeral Express overnight or a similar overnighivery service, or three (3) days after
being mailed by registered or certified mail, ratoeceipt requested, prepaid and addressed tattiegpor their successors in interest at the
addresses listed above, or at such other addrassks parties may designate by written notickénmanner aforesaid.

9. Severability. In the event that any provision hereof becomeés declared by a court of competent jurisdictiomeé illegal,
unenforceable or void, this Agreement shall corgimufull force and effect without said provision.

10. Entire Agreement. This Agreement represent the entire agreementiaddrstanding between the Company and Employee
concerning Employee’s employment relationship wlih Company, and supersede in their entirety adyadirprior agreements and
understandings concerning Employee’s employmeatiogiship with the Company.

11. Resolution of Disputes Regarding Employment

(a) The Parties agree to submit any disput®ntroversy arising out of, relating to, or in oection with this Agreement, or the
interpretation, validity, construction, performanbesach, or termination thereof, to mediation. Plagties shall mutually select the
mediator and shall equally pay for the costs ofrttegliator.

(b) If and only if a mediation is unsuccesséuid the dispute or controversy is not resolvatliwi30 days after a mediation, either party
may submit the matter to binding arbitration, te gxtent permitted by law, to be held in or near $ase, California in accordance with
National Rules for the Resolution of Employmentites then in effect of the American ArbitrationsAsiation (the “Rules”). The
arbitrator may grant injunctions or other reliefsinch dispute or controversy. The decision of thérator shall be final, conclusive and
binding on the parties to the arbitration. Judgnmeay be entered on the arbitrator’s decision in@ayt having jurisdiction. The arbitrator
may award the prevailing party in any such attosnhéses and costs incurred in connection therewith.

(c) The arbitrator shall apply California lawthe merits of any dispute or claim, without refece to rules of conflict of law. Employee
hereby expressly consents to the personal juriedict the state and federal courts located in &@tara County, California or the
Northern District of California for any action orqeeeding arising from or relating to this Agreetnamnd/or relating to any arbitration in
which the Parties are participants.

(d) Employee understands that nothing in $@stion modifies Employee’s at-will status. Eitkiee Company or Employee can
terminate the employment relationship at any tiwig) or without cause, subject only to the resiwies set forth in Section 2 above.

(e) Employee has read and understands Sektionhich discusses arbitration. Employee undedstamat by signing this agreement,
employee agrees to submit any future claims arisirtgof, relating to, or in connection with thisragment, or the interpretation, validity,
construction, performance, breach, or terminati@rgof to binding arbitration to the extent peradtby law, and that this arbitration
clause constitutes a waiver of employee’s rigtd tory trial and relates to the resolution of afimites relating to all aspects of the
employer/employee relationship, including but nimtited to, the following claims:

(i) Any and all claims for wrongful dischargéemployment; breach of contract, both expressiapdied; breach of the covenant of
good faith and fair dealing, both express and iethlnegligent or intentional infliction of emotidrdistress; negligent or intentional
misrepresentation; negligent or intentional integfeee with contract or prospective economic adygmtand defamation;

(i) Any and all claims for violation of angdieral, state or municipal statute, including,fmitlimited to the California Fair
Employment and Housing Act, the Civil Rights Actk#91, the Age Discrimination in Employment Actl&67, the Americans with
Disabilities Act of 1990, and the Fair Labor Stami$aAct;




(i) Any and all claims arising out of anyhetr laws and regulations relating to employmergraployment discrimination.

() The Parties may apply to any court of cetept jurisdiction for a temporary restraining argeeliminary injunction, or other interi
or conservatory relief, as necessary, without brexchis arbitration agreement and without abridgirof the powers of the arbitrator.

12. No Oral Madification, Cancellation or Discharge . This Agreement may only be amended, canceledsohdrged in writing signed
by Employee and the Company.

13. Governing Law. This Agreement shall be governed by the intesoatantive laws, but not the choice of law rubéghe State of
California.

14. Acknowledgment Employee acknowledges that he has had the oppiyrto discuss this matter with and obtain adJrcen his
private attorney, has had sufficient time to, aad barefully read and fully understands all thevisions of this Agreement, and is knowingly
and voluntarily entering into this Agreement.

IN WITNESS WHEREOF, the undersigned have eteztthis Agreement on the respective dates sdt kmfow.
THIS AGREEMENT CONTAINS A BINDING ARBITRATIONPROVISION WHICH MAY BE ENFORCED BY BOTH PARTIES.

COMPANY:
TRAVELZOO INC.

By:

Title:

Date

EMPLOYEE:

Wayne Lee

Date







EXHIBIT 31.1

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

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

2. Based on my knowledge, this quarterly regoes not contain any untrue statement of a natiedt or 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 quarterly report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistquarterly report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly 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 @defined 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 informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this quarterly report is beinggared,;

b. designed such internal control over finahgporting, or caused such internal control diveancial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by théstgrly report based on such evaluat
and

d. disclosed in this report any change inrdggstrant’s internal control over financial repogtthat occurred during the registranthost
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 atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 registeaability 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/ RALPH BARTEL
Ralph Bartel
Chairman of the Board and
Chief Executive Officer

Date: May 10, 2007






EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTT 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 quarterly regdoes not contain any untrue statement of a nadtiedt or 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 quarterly report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistquarterly report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly 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 @defined 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 informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this quarterly report is beinggared;

b. designed such internal control over finahgporting, or caused such internal control diveancial reporting to be designed under
our supervision, to provide reasonable assuramgagdiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predeantthis report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by théstgrly report based on such evaluat
and

d. disclosed in this report any change inrdggstrant’s internal control over financial repogtthat occurred during the registranthost
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 atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 registeaability 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: May 10, 2007






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 Fo
10-Q for the period ending March 31, 2007, the usideed hereby certifies, pursuant to 18 U.S.C5813as adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, to the best of his Kedge, that (1) this report complies with the reguoients of Section 13(a) or Section 15(d)
of the Securities Exchange Act of 1934 and (2)infirmation contained in this report fairly presgnn all material respects, the financial
condition and results of operations of the regigtra

Date: May 10, 2007 By: /sl RALPH BARTEL
Ralph Bartel
Chairman of the Board and
Chief Executive Officer






EXHIBIT 32.2

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

Pursuant to the requirements of the Secuitiehange Act of 1934, and in connection with tharterly report of Travelzoo Inc. on Form
10-Q for the period ending March 31, 2007, the usideed hereby certifies, pursuant to 18 U.S.C5813as adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, to the best of his Kedge, that (1) this report complies with the reguoients of Section 13(a) or Section 15(d)
of the Securities Exchange Act of 1934 and (2)infi@rmation contained in this report fairly presgnn all material respects, the financial
condition and results of operations of the regigtra

Date: May 10, 2007 By: /sl WAYNE LEE
Wayne Lee

Chief Financial Officer



