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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
(Mark One)

M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 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@iE2) 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 (orsiech shorter period that the registrant was redquodile such reports), and (2) has been

subject to such filing requirements for the pastfgs. Yesd NoO

Indicate by check mark whether the registimitlarge accelerated filer, an accelerated files non-accelerated filer. See definition of

“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.

Large accelerated fileCd Accelerated filel Non-accelerated file[d
Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 ofEkehange Act). YeEl No M
The number of shares of Travelzoo common statktanding as of November 1, 2007 was 14,2506h@8es.
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PART I—FINANCIAL INFORMATION

Item 1. Unaudited Condensed Consolidated Financgthtements

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

September 3C December 31
2007 2006
ASSETS
Current asset:
Cash and cash equivalel $ 23,25: $ 33,41
Accounts receivable, less allowance for doubtfelbants of $315 and $726 as of September 30, 2007

and December 31, 2006, respectiv 9,40¢ 7,274
Deposits 181 177
Prepaid expenses and other current a: 1,08¢ 50€
Deferred income taxe 1,98( 1,98(

Total current asse 35,91( 43,35
Deposits, less current portit 23¢ 142
Property and equipment, r 387 17z
Intangible assets, n 33 34

Total asset $ 36,56¢ $ 43,70(

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 5,75( $ 2,83¢
Accrued expense 3,101 2,14¢
Deferred revenu 471 75C
Deferred ren 25 —
Income tax payabl — 1,14:

Total current liabilities 9,34 6,88(
Other lon¢-term liabilities 1,19¢ 3
Commitments and contingenci
Stockholder equity:

Common stock, $0.01 par value (40,000 shares am#fihrl5,250 shares issued and 14,250 shares

outstanding as of September 30, 2007; 15,250 skemesd and outstanding as of December 31,

2006) 153 15z
Treasury Stocl (29,827 —
Additional paic-in capital 2,07¢ 2,07¢
Retained earning 43,62¢ 34,56¢
Accumulated other comprehensive income (li (9) 22

Total stockholder' equity 26,02¢ 36,81

Total liabilities and stockholde’ equity $ 36,56¢ $  43,70(

See accompanying notes to unaudited condensedlitiated financial statements.
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TRAVELZOO INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share amounts)

Three Months Ended

September 30
2007 2006
Revenue: $19,94: $17,58¢
Cost of revenue 562 232
Gross profit 19,38( 17,35¢
Operating expense
Sales and marketir 10,95¢ 6,974
General and administratiy 3,48¢ 2,24¢
Total operating expens 14,44: 9,227
Income from operatior 4,93¢ 8,131
Other income and expens
Interest incom 31z 27¢
Gain on foreign currenc 68 7
Income before income tax 5,31¢ 8,411
Income taxe: 3,164 3,86¢
Net income $ 2,15¢ $ 4,551
Basic net income per she $ 0.1F $ 0.3C
Diluted net income per sha $ 0.14 $ 0.2¢
Shares used in computing basic net income per ! 14,65¢ 15,25(
Shares used in computing diluted net income pees 15,87: 16,46¢

See accompanying notes to unaudited condensedlitiated financial statements.
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Nine Months Ended

September 30

2007 2006
$59,79¢ $51,87:
1,36( 782
58,43¢ 51,09:
31,01t 22,04,
9,254 6,962
40,26¢ 29,00¢
18,16¢ 22,08:
1,10¢ 92¢€
103 12
19,37t 23,02(
10,31: 10,50z
$ 9,06: $12,51¢
$ 0.6C $ 0.8C
$ 0.5¢ $ 0.74
15,05 15,59¢
16,27¢ 16,80:
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TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Provision for (recovery of) losses on accountsixetde
Accrued interest income for sh-term investment
Changes in operating assets and liabilit
Accounts receivabl
Deposits
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Deferred revenu
Deferred ren
Income tax payabl
Net cash provided by operating activit
Cash flows from investing activities:
Purchases of property and equipm
Purchases of intangible ass
Purchase of she-term investment
Sale of sho-term investment
Net cash provided by (used in) investing activi
Cash flows from financing activities:
Repurchase of common sta
Net cash used in financing activiti
Effect of exchange rate changes on cash and casbaénts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

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

Nine Months Ended September 3!

2007
$ 9,060

132
(52

(2,018
(96)
(571)
2,881
892
(289)
72

3
10,02:

(335)
©)

(340

(19,829)
(19,82
(22)
(10,167)
33,41

$ 23,25

$ 10,40

See accompanying notes to unaudited condensedlitated financial statements.

5

2006
$ 12,51¢

103
22€
(449

3

(92
63
10C

(272)
282

(649)
11,83¢

(96)
(14,669)

35,00(
20,24

(28,579
(28,579
10

3,50¢
24,46¢

$ 27,97

$ 11,15:




Table of Contents

TRAVELZOO INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1: The Company and Basis of Presentation

Travelzoo Inc. (the “Company” or “Travelzoad$)a global Internet media company. Travelzoo'slipabions and products include the
Travelzoo Web sites (www.travelzoo.com, www.travelzoo.ca, wiwavelzoo.com.hk, www.travelzoo.co.uk, www.traweae,
www.travelzoo.fr, among others), tiieavelzoo Top 20 e-mail newsletter, thlewsflash e-mail alert service, th®uper Search pay-per-click
travel search engine, and theavelzoo Network , an affiliate network of Web sites that list trhdeals published by Travelzoo.

Travelzoo is controlled by Ralph Bartel, whadchbeneficially approximately 53.7% of the outstiaug shares as of November 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 aescare with Generally Accepted Accounting Principiethe United States of America have
been condensed or omitted in accordance with aulek and regulations. In the opinion of managentaataccompanying unaudited
condensed consolidated financial statements redleatljustments, consisting only of normal requgradjustments, necessary to present f
the financial position of the Company, and its hssof operations and cash flows. These condensesiotidated financial statements should
be read in conjunction with the Company’s auditedsolidated financial statements and related retes 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 eliminateohisotidation. All foreign subsidiaries use the looarency of their respective countries as
their functional currency. Assets and liabilities &ranslated into U.S. dollars at exchange rategailing 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 am& mionths ended September 30, 2007 are not neibessdicative of the results that may be
expected for the year ending December 31, 200hyother future period, and the Company makes pesentations related thereto.

The Company was formed as a result of a coatioim and merger of entities founded by the Comisamgjority stockholder, Ralph
Bartel. In 1998, Mr. Bartel founded Travelzoo.comwr@ration, a Bahamas corporation, which issue8%H84 shares via the Internet to
approximately 700,000 “Netsurfer stockholders”iorcash consideration. In 1998, Mr. Bartel alsmfitrd Silicon Channels Corporation, a
California corporation, to operate tfieavelzoo Web site. During 2001, Travelzoo Inc. was formea asibsidiary of Travelzoo.com
Corporation, and Mr. Bartel contributed all of hetstanding shares of Silicon Channels Corpordtidfravelzoo Inc. in exchange for
8,129,273 shares of Travelzoo Inc. and optionstmiae an additional 2,158,349 shares at $1.00.rMi&ger was accounted for as a
combination of entities under common control usiagrif pooling-of-interests” accounting. Under thigethod of accounting, the assets and
liabilities of Silicon Channels Corporation and We&oo Inc. were carried forward to the combinethpany at their historical costs. In
addition, all prior period financial statementslofvelzoo Inc. were restated to include the contbimesults of operations, financial position
and cash flows of Silicon Channels Corporation.

During January 2001, the Board of Director3 @fvelzoo.com Corporation proposed that Travetzoo. 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 d@e upon which the merger became
effective and Travelzoo.com Corporation ceaseist.ecach outstanding share of common stock o¥dlmo.com Corporation was
converted into the right to receive one share afrmon stock of Travelzoo Inc. Under and subjechtoterms 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 stotddrs were validly issued, there were
11,295,874 shares of Travelzoo.com Corporationtauténg. 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 diluted
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earnings per share. After April 25, 2004, the Conypeeased issuing shares to the former stockhotdéfeavelzoo.com Corporation, and no
additional shares are reserved for issuance tdamer stockholders, because their right to recehares has now expired. On April 25, 2
the number of shares reported as outstanding wiased from 19,425,147 to 15,309,615 to reflecta@chares issued as of the expiration
date. Earnings per share calculations reflectrédsiction of the number of shares reported asandgtg. As of September 30, 2007, there
were 14,250,479 shares of common stock outstanding.

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 jurisdictiomg|uding 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) 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 cancellatioiitheir shares in Travelzoo.com
Corporation. Travelzoo.com Corporation was not ébleerify that the applicants met the requiremeefsrred to above at the time of their
applications for issuance of shares. If claimsamserted 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 requikeisue up to an additional
approximately 4,070,000 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 &vho failed to submit requests to convert shantesTravelzoo Inc. within the required
time period. The accompanying consolidated findret@tements include a charge in general and adtrative expenses of $94,000 for these
cash payments for the nine months ended Septerb2087 of which $11,000 remains as a liabilityohSeptember 30, 2007. The liability
based on the number of estimated requests recmadormer stockholders through September 30, 200i¢h had not yet been processed
for payment. The total cost of this program is mdiably estimable because it is based on the atenmumber of valid requests received and
future levels of the Company’s common stock pridee Company’s common stock price affects the lighilecause the amount of cash
payments under the program is based in part orettent level of the stock price at the date vadigliests are received. The Company doe
know how many of the requests for shares originageived by Travelzoo.com Corporation in 1998 wetéd, but the Company believes
that only a portion of such requests were validnéged above, in order to receive payment undeptbgram, a person is required to estal
that such person validly held shares in Travelzmo.€orporation. Assuming 100% of the requests fi®®8 were valid, former stockholders
of Travelzoo.com Corporation holding an additioapproximately 4,070,000 shares had not submitt@dslunder the program as of
September 30, 2007.

The merger of Travelzoo.com Corporation intavElzoo Inc. was accounted for as a combinaticentifies under common control using
“as-if pooling-of-interests” accounting. Under shinethod of accounting, the assets and liabildgfeEravelzoo.com Corporation and
Travelzoo Inc. were carried forward at their higtar costs. In addition, all prior period financ&htements of Travelzoo Inc. were restated to
include the combined results of operations, finalhgdsition 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.

7
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Note 2: Revenue Recognition

All revenue consists of advertising sales. éxtiging insertions are either sold by fixed-feeagements 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 databie and collection of the resulting receivalslegasonably 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. firtagority 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 Compmeasures 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 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 resgl unless persuasive evidence of an arrangeswests, delivery has occurred, the fee is
fixed or determinable, and collection is deemedoeably assured. The Company evaluates each @f thiésria as follows:

. 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 detedore if the fee is not subject to refund or
adjustment and payment terms are stanc

= Collection is deemed reasonably assured. The Company conducts a credit review for all tratieas at the time of the arrangement
to determine the creditworthiness of the clientll€ion is deemed reasonably assured if it is etqubthat the client will be able
to pay amounts under the arrangement as paymecasneedue. If it is determined that collection i$ remsonably assured, then
revenue is deferred and recognized upon cash tiotke€ollection is deemed not reasonably assuteehva client is perceived to
be in financial distress, which may be evidencedavbgk industry conditions, a bankruptcy filing,meviously billed amounts th
are past due

The Company'’s standard payment terms are 8 mket. Insertion orders that include fixed-feeeaatlsing are invoiced upon acceptance of
the insertion order and on the first day of eacimtim@ver the term of the insertion order, with #xeeption ofTravelzoo Top 20 or Newsflash
insertions, which are primarily invoiced upon deliy. Insertion orders that include variable-feeeatising are invoiced at the end of the
month. The Company’s standard terms state thdweirevent that Travelzoo fails to publish advertiseta as specified in the insertion order,
the liability of Travelzoo to the client shall benlted to, at Travelzoo’s sole discretion, a prtanefund of the advertising fee, the placement
of the advertisements at a later time in a companadsition, or the extension of the term of theeition order until the advertising is fully
delivered. The Company believes that no significdiigations exist after the full delivery of adtising.

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

8
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Note 3: Recent Accounting Pronouncements

In June 2006, the Financial Accounting Staddd@oard (“FASB”) issued Interpretation No. 48, ‘tdeinting for Uncertainty in Income
Taxes” (“FIN 48"). FIN 48 clarifies the accountiagd reporting for income taxes recognized in acmoecd with Statement of Financial
Accounting Standards (“SFAS”) No. 109, “Accountifog Income Taxes.” FIN 48 prescribes a recognittmeshold 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, inteegst 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 September 2006, the FASB issued SFAS N@, ‘Fair Value Measurements” (“SFAS 157”). SFAS Esfablishes a framework for
measuring the fair value of assets and liabilifidgs framework is intended to provide increasedststency in how fair value determinations
are made under various existing accounting stasdahich permit, or in some cases require, estimaftésir market value. This statement is
effective for us beginning January 1, 2008. Wecarreently evaluating the impact of adopting SFAS &5 our consolidated financial
statements.

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, witke thtent to mitigate volatility in financial
reporting that can occur when related assets abdilies are recorded on different bases. Thigestant is effective for us beginning
January 1, 2008. We are currently evaluating theaichof adopting SFAS 159 on our consolidated fiiedrstatements.

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 exgphdor 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-valisethanethod. The Company has elected the modif@zbpctive transition method as
permitted under SFAS 123R, and accordingly prioigus 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 gratetfdér value of such compensation as determinei@utine pro forma provisions of SFAS
No. 123,“Accounting for Stock-Based Compensation.”

As described in Note 1, as part of the conatiten exchanged for the outstanding shares af@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 slaaeegutstanding as of September 30, 2007, andeexpdfanuary 2011.

In October 2001, the Company granted to e&elctr 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 September 30, 2007, 42,725 options are vestddemain 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 wereebed upon the resignation of a director. 23,5B8hese options were exercised during
the year ended December 31, 2004. As of Septenthé087, 10,000 options are vested and remainangdstg.

The Company did not provide any stdidsed compensation in fiscal years 2005, 2006 tive nine months ended September 30, 20(
addition, all previously issued options vested prioJanuary 1, 2002.

9
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Option activity as of September 30, 2007 amahges during the nine months ended Septembef8d,\2ere as follows:

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 September 30, 2( 2,211,07. $1.0¢ 3.36 year: $48,50(
Exercisable and fully vested at September 30, . 2,211,07. $1.0¢ 3.36 year: $48,50(

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 thirder of fiscal 2007 and the exercise price, mli¢ihby the number of in-the-money options)
that would have been received by the option holHadsall option holders exercised their optionsSeptember 30, 2007. This amount
changes based on the fair market value of the Coyipatock. The Company’s policy is to issue shémres the authorized 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 outitamnduring the period. Potential
common shares included in the diluted calculatiomstst of incremental shares issuable upon theciseeof 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 Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

Basic net income per sha

Net income $ 2,15¢ $ 4,551 $ 9,06: $12,51¢
Weighted average common sha 14,65¢ 15,25( 15,05! 15,59¢
Basic net income per she $ 0.1F $ 0.3C $ 0.6C $ 0.8C
Diluted net income per shat

Net income $ 2,15¢ $ 4,551 $ 9,062 $12,51¢
Weighted average common sha 14,65¢ 15,25( 15,05: 15,59¢
Effect of dilutive securities: stock optio 1,214 1,214 1,22t 1,20¢
Diluted weighted average common shg 15,87: 16,46 16,27¢ 16,80:
Diluted net income per sha $ 0.14 $ 0.2t $ 0.5¢ $ 0.74

Note 6: Commitments and Contingencies

The Company leases office space in Canadac€r&ermany, Hong Kong, Japan, Spain, the U.Kl tlae U.S. under operating leases
which expire between December 31, 2007 and DeceB1he2009. The future minimum lease payments utisese operating leases as of
September 30, 2007 total $3,520,000. The futurgel@ayments consist of $735,000 due in 2007, $10864lue in 2008, and $931,000 du
20009.

10
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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@drtshares 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 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 cancellatioiitheir 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 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 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 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 sucdesisét could result in the Company being requieésue up to an additional
approximately 4,070,000 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 findrst@ements include a charge in general and adtrative expenses of $94,000 for these
cash payments for the nine months ended Septerfb2087 of which $11,000 remains as a liabilityohSeptember 30, 2007. The liability
based on the number of estimated requests recadformer stockholders through the reporting deltéch had not yet been processed for
payment. The total cost of this program is notatal estimable because it is based on the ultimateber of valid requests received and
future levels of the Company’s common stock pridee Company’s common stock price affects the lighidlecause the amount of cash
payments under the program is based in part orettent level of the stock price at the date vadigliests are received. The Company doe
know how many of the requests for shares origina@geived by Travelzoo.com Corporation in 1998 wetéd, but the Company believes
that only a portion of such requests were validnéted above, in order to receive payment undeptbgram, a person is required to estat
that such person validly held shares in Travelazmn.€orporation. Assuming 100% of the requests ft®®8 were valid, former stockholders
of Travelzoo.com Corporation holding approximat)§70,000 shares had not submitted claims undegsrdggram.

Note 7: Income Taxes

We adopted the provisions of FIN 48, on Jaynda”007. There was no effect to the financiaesteents upon implementation of FIN 48.
The Company has a liability of $1.0 million for broe taxes associated with uncertain tax positibdamuary 1, 2007. The net amount of
$1.0 million, if recognized, would favorably affettee company’s effective tax rate. In addition, sistent with the provisions of FIN 48, the
company reclassified $1.0 million of income tablldgies from income taxes payable to non-curréatilities because payment of cash is not
anticipated within one year of the balance shett. dhese non-current income tax liabilities arded in other liabilities in the Condensed
Consolidated Balance Sheets.

Interest and penalties related to incomeitbilities are included in income tax expense. bhkance 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. fedgualkdiction and various state and foreign jurisidins. We are no longer subject to U.S.
federal and certain state tax examinations forg/bafore 2003. We are no longer subject to Calidotax examinations for years before 2C
We do not believe there will be any material chanigeour unrecognized tax positions over the n@nbnths.

Note 8: Segment Reporting and Significant Customenformation

The Company manages its business geographamadl has three operating segments: North Amdeigegpe and Asia Pacific. North
America consists of the Company’s operations ingdarand the U.S. Europe consists of the Compamgrations in France, Germany,
Spain, and the U.K. The Company began operatio&siinpe in May 2005. Asia Pacific consists of trmrpany’s operations in Hong Kong
and Japan. The Company began operations in AsiidiacApril 2007.
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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. Nangent believes that segment revenues and openatiogne (loss) are appropriate
measures of evaluating the operational performahtee Company’s segments.

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

Three months ended September 30, 2!
Revenues from unaffiliated custom:
Intersegment revenus

Total net revenue
Operating income (los!

Three months ended September 30, 2!
Revenues from unaffiliated customu
Intersegment revenu

Total net revenue

Operating income (lost

Nine months ended September 30, 2(
Revenues from unaffiliated custom:
Intersegment revenus

Total net revenue

Operating income (los!

Nine months ended September 30, 2(
Revenues from unaffiliated custom
Intersegment revenu

Total net revenue

Operating income (lost

As of September 30, 20(
Property and equipment, ni
Total asset

As of December 31, 20(
Property and equipment, ni
Total asset

Revenue for each segment is recognized bas#teacustomer location within a designated gedgcagegion. Property and equipment are

attributed to the geographic region in which theets are located.

North America Europe Asia Pacific Elimination Consolidatec
$18,33: $ 1,611 $ — $ — $19,94:
33 — — (33)
18,36¢ 1,611 — (33 19,94:
7,06¢ (1,429 (70€) 1 4,93¢
North America Europe Asia Pacific Elimination Consolidatec
$16,62" $ 95¢ $ — $ — $17,58¢
37 4 — (41) —
16,66+ 962 — (41) 17,58¢
8,407 (277) — 1 8,131
North America Europe Asia Pacific Elimination Consolidatec
$55,40¢ $ 4,392 $ — $ — $59,79¢
152 5 — (157) —
55,55¢ 4,391 — (157) 59,79¢
22,54( (3,266) (1,107 2 18,16¢
North America Europe Asia Pacific Elimination Consolidatec
$49,60" $ 2,26¢ $ — $ — $51,87:
15C 6 — (15€)

49,75’ 2,27: — (15€) 51,87:
23,31: (1,232 — 2 22,08:
North America Europe Asia Pacific Elimination Consolidatec
$ 264 $ 64 $ 59 $ — $ 387
41,98¢ 3,79¢ 683 (9,897) 36,56¢
North America Europe Asia Pacific Elimination Consolidatec
$ 12€ $ 46 $ — $ — $ 17z
45,92. 3,09: — (5,315 43,70(

Significant customer information is as follaws

Percent of
Percent of Percent of Accounts
Revenues Revenues Receivable
Three Months Ended September 3C Nine Months Ended September 3C September 30 December 31
Customer 2007 2006 2007 2006 2007 2006
Travelport Limited 15% 17% 15% 16% 10% 16%
Expedia, Inc 12% 15% 11% 14% 16% 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
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Note 9: Comprehensive Income (Loss)

Comprehensive income (loss) consists of twapanents: net income and other comprehensive in€twss). Other comprehensive
income (loss) refers to gains and losses that uyeteerally accepted accounting principles are dmmbas an element of stockholders’ equity
but are excluded from net income. The Company’srotbmprehensive income (loss) is comprised ofigareurrency 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: Stock Repurchase Program

In April 2007, the Company announced a shepenchase program authorizing the repurchase tf @i million shares of common stock
in the open market or in private transactions. Byithe nine months ended September 30, 2007, thp&uy purchased 1.0 million shares of
common stock for an aggregate price of $19.8 miilhiad completed the share repurchase under thgsgmo The 1.0 million shares
repurchased are recorded as part of treasury a®ok September 30, 2007.

In February 2006, the Company announced &skaurchase program authorizing the repurchagp td 1.0 million shares of common
stock in the open market or in private transactiinging the nine months ended September 30, 26@6Company purchased and retired
1.0 million shares of common stock for an aggregaitee of $28.6 million and completed the shareurepase under this program.

13




Table of Contents

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 anticipatethnforward-looking statements. Any statementsaioet herein that are not statements of
historical fact may be deemed to be forward-loolstegements. 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 diffgnéficantly from those anticipated in such
forward-looking statements. Factors that might eawrscontribute to such a discrepancy include gbetnot 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. Travelzaeakes no obligation to update publicly
any forward-looking statements for any reason, efseaw information becomes available or other @wimstances occur in the future.

Overview

Travelzoo is a global Internet media compafig. publish travel offers from hundreds of traveing@nies. As the Internet is becoming
consumers’ preferred medium to search for travielrsf we provide airlines, hotels, cruise linessateon packagers, and other travel
companies with a fast, flexible, and cost-effectivay to reach millions of users. While our prodymtsvide advertising opportunities for
travel companies, they also provide Internet ugdtts a free source of information on current saled specials from hundreds of travel
companies.

Our publications and products include Tinavelzoo Web sites (www.travelzoo.com, www.travelzoo.ca, wixavelzoo.com.hk,
www.travelzoo.co.uk, www.travelzoo.de, www.travedzZo, among others), thEravelzoo Top 20 e-mail newsletter, thBlewsflash e-mail alert
service, and th&ravelzoo Network , an affiliate network of Web sites that list tradeals published by Travelzo®Ve also operate
SuperSearch, a pay-per-click travel search engine. More th@d avel companies purchase our advertising sesvic

Our revenues are advertising revenues, camgist listing fees paid by travel companies toextige their offers on theravelzoo Web
sites, in thelravelzoo Top 20 e-mail newsletter, in thidewsflash e-mail alert service, through tieavelzoo Network , and inSuperSearch , a
pay-per-click travel search engine. Revenues aneipally generated from the sale of advertisinghie U.S. Listing fees are based on
placement, number of listings, number of impressianm number of clickthroughs. Smaller advertishiggeements — typically $4,000 or less
per month — typically renew automatically each nmoifithey are not terminated by the client. Larggreements are typically related to
advertising campaigns and are not automaticallgwen.

We have three operating segments based omaggog regions: North America, Europe and Asia fkadiorth America consists of our
operations in Canada and the U.S.. Europe cortfigtsr operations in France, Germany, Spain, aadJti. Asia Pacific consists of our
operations in Hong Kong and Japan.

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 relativiaéogrowth in reach of the Comp¢'s publications; an

. Revenue per employee as a measure of product

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 managemguatigments and estimates. These
significant accounting policies relate to reveneeognition, the allowance for doubtful accounts] Babilities to former stockholders. These
policies, and our procedures related to theseipsliare described in detail below.
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Revenue Recognition

We recognize revenue on arrangementsdardance with Securities and Exchange Commisdiaif Sccounting 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 quarteplgrting period. In the cases where at the eramfarterly 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 delivenedumdelivered as of the reporting date. The Comppes 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 criteriallasvin

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

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

. Fixed or determinable fee. We consider the fee to be fixed or determinabtheffee 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 deelhneasonably assured if we expect that the clidhbes able to pay amounts
under the arrangement as payments become due.déteemine that collection is not reasonably askuten we defer the
revenue and recognize the revenue upon cash ¢olle€ollection is deemed not reasonably assureshvehclient is perceived to
be in financial distress, which may be evidenceavbgk industry conditions, a bankruptcy filing,eviously billed amounts th
are past due

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 andietailed assessment of our accounts
receivable and allowance for doubtful accountsedtimating the provision for doubtful accounts, a@@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 financiardition 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 peopleeshtablish that they were former
stockholders of Travelzoo.com Corporation, and failed to submit requests for shares in Travelzoo within the required time period. We
account for the cost of this program as an expess@ded in general and administrative expenses ultimate total cost of this program is
not reliably estimable because it is based on Ifiate number of valid requests received and tutevels of the Company’s common stock
price. The Company’s common stock price affectditii®lity because the amount of cash payments utheeprogram 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. Wédieve that only a portion of such requests wall. In order to receive payment
under the program, a person is required to estatiiet such person validly held shares in Travetzwmo Corporation.
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Since the total cost of the program is naakdy estimable, the amount of expense recordedgariod is equal to the number of actual
claims received during the period multiplied bytfie 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. Pleaderrto 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 Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Revenue! 100.(% 100.% 100.0% 100.(%
Cost of revenue 2.8 1.2 2.3 1.t
Gross profit 97.2 _98.7 9717 98.t
Operating expense
Sales and marketir 54.¢ 39.€ 51.¢ 42.5
General and administrati\ 17.t _12.¢ 15.5 13.4
Total operating expens 72.4 52.£ 67.3 55.€
Income from operatior 24.¢ 46.: 30.4 42.¢€
Other income and expenses, 1.8 1.€ _2C 1.8
Income before income tax 26.7 47.¢ 32.4 44.£
Income taxe: 15.¢ 22.C 17.2 20.5
Net income 10.8% 25.9% _15.2% 24.1%

For the nine months ended September 30, 208 Teported income from operations of approxima#dlg.2 million. As of September 30,
2007, we had retained earnings of approximately@#8llion. Our operating margin decreased to 30ef¥evenues for the nine months
ended September 30, 2007 from 42.6% for the sameddeast year. The main reason for this decreaseii operating margin is that our se
and marketing expenses as a percentage of revecneased at a higher rate than our revenues plyntlre to increases in advertising
expenses and increases in salary expenses inntenuinths ended September 30, 2007 compared sauthe period last year (see “Operating
Expenses” below).

We do not know whether our sales and marketmenses 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 actidibr various strategic and tactical reasons asdj result, increase our marketing
expenses. We may see a unique opportunity forredarearketing campaign that will result in an ineeaf marketing expenses. Further, our
strategy to replicate our business model in seleftieeign 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 edfhartuations of sales and marketing
expenses as a percentage of revenue from quadeatter. Some of the fluctuations may be signifignd 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 ouultsf 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 significaapenses 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, thi&ltcost 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 gigant additional increase in our general and adstrizitive expenses. Our general and
administrative expenses as a percentage of revaayealso fluctuate depending on the number of retgueceived related to a program ui
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 ourreail publications in North America, Europe, and &Biacific as o
September 30, 2007 and 2006 and the total numbjmag# views for the homepages of the Travelzoo ¥iteb in North America, Europe, ¢
Asia Pacific for the nine months ended SeptembeRB07 and 2006. Management considers the page ¥avthe Travelzoo homepages as
indicators for the growth of Web site traffic. M@@ment reviews these non-financial metrics for tamsons: First, to monitor the reach of
our products. Second, to evaluate whether we dectalconvert higher reach into higher revenues.

September 30

Year-over-Year

2007 2006 Growth
Subscribers
North America
Travelzoo Top 20 10,498,00 9,691,001 8%
Newsflash 8,376,00! 7,408,00! 13%
Europe
Travelzoo Top 20 1,215,001 588,00( 107%
Newsflash 1,114,001 504,00( 121%
Asia Pacific
Travelzoo Top 20 43,00( — —
Newsflash 39,00( — —
Nine Months Ended
September 30
Year-over-Year
2007 2006 Growth*
Page views of homepagesTravelzoo Web sites
North America 26,777,00 32,443,00 -17%
Europe 6,854,00! 2,545,001 16<%
Asia Pacific 277,00( — —

* The comparability of year-over-year changepade views of the homepages of Travelzoo Web sitgsbe limited due to the design
and navigation of the Web sites. Additionally, wadiéve that the increased use of security softlascadversely affected the trackiny
page views

In North America, revenues for the nine morghded September 30, 2007 increased by 12% frorsatine period last year. The total
number of subscribers in North America to the Tizae Top 20 e-mail newsletter as of September 807 2ncreased by 8% compared to
September 30, 2006 and page views of the homepdidies Travelzoo Web sites in North America for ttiee months ended September 30,
2007 decreased by 17% from the same period last lyellorth America, revenues increased at a higaerthan the rate of growth in reach.

In Europe, revenues for the nine months e®gatember 30, 2007 increased by 94% from the sameddast year. The total number of
subscribers in Europe to the Travelzoo Top 20aé-newsletter as of September 30, 2007 increbged7% compared to September 30, 2
and page views of the homepages of the Travelzoo $ifes in Europe for the nine months ended Sepe® 2007 increased by 169%
from the same period last year. In Europe, reveingeased at a lower rate than the rate of gramvtkach. Management believes that the
lower rate of growth in revenues is due to starblipperations in Germany and France. In Germanlyfaance, we focused on rapidly
building a significant subscriber base.

In the Asia Pacific, we did not generate aenues in the nine months ended September 30,8@D2006. We began operations in H
Kong in April 2007 and in Japan in August 2007.
Revenue:

Our total revenues increased to $19.9 milfarthe three months ended September 30, 2007 $ir6 million for the three months enc
September 30, 2006. This represents an increak&6f Our total revenues increased to $59.8 mifiasrthe nine months ended
September 30, 2007 from $51.9 million for the nmimenths ended September 30, 2006. This represeimsr@ase of 15%.
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28% of our revenue growth in the three moetided September 30, 2007 compared to the threhmented September 30, 2006 came
from our operations in Europe. The remaining 72%&d&om our operations in North America (i.e. Tiaee Web sites, Travelzoo Top 20
newsletter, Newsflash, SuperSearch, and Travelziowdtk) and is attributed to an increase in oureatising rates for our existing products,
an increase in the number of clients, an increaslee volume of advertising sold, and new proddigrimgs. Approximately 27% of our
revenue growth in the three month period endedebaper 30, 2007 compared to the three months englateér8ber 30, 2006 is attributed to
an increase in our advertising rates in North Agsefor our existing products. Due to the increasthé reach of our publications, we
increased the prices for advertising placementaiimpublications on average by approximately 6%faknuary 1, 2007. Approximately 4¢
of our revenue growth in the three months endede®dper 30, 2007 compared to the three months eBdpttmber 30, 2006 is attributed to
an increase in the number of clients in North Areerain increase in the volume of advertising solelixisting clients in North America and
from new product offerings in North America.

27% of our revenue growth in the nine monthdesl September 30, 2007 compared to the nine mentted September 30, 2006 came
from our operations in Europe. The remaining 73%&d&om our operations in North America (i.e. Tiaee Web sites, Travelzoo Top 20
newsletter, Newsflash, SuperSearch, and Travelaiowdtk) and is attributed to an increase in oureatilsing rates for our existing products,
an increase in the number of clients, an increasiee volume of advertising sold, and new proddigrimgs. Approximately 24% of our
revenue growth in the nine month period ended S&pte 30, 2007 compared to the nine months ende@i®bpr 30, 2006 is attributed to an
increase in our advertising rates in North Amefaraour existing products. Due to the increasénmrieach of our publications, we increased
the prices for advertising placements in our palans on average by approximately 6% as of Janua2@07. Approximately 49% of our
revenue growth in the nine months ended Septenthed®7 compared to the nine months ended Septe3b@006 is attributed to an
increase in the number of clients in North Amereajncrease in the volume of advertising soldxistang clients in North America and from
new product offerings in North America.

As discussed in Note 8 in the notes to theleaored financial statements, two clients each axtedudor 10% or more of our total revenues
during the three and nine months ended Septemh@087 and September 30, 2006. No other clientsuaated for 10% or more of our total
revenues during the three and nine months ende@i8bpr 30, 2007 and 2006. The agreements with ttiieses are in the form of multiple
insertion orders from groups of entities under camroontrol. Management expects revenue concemnragicemain 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 inseegevenues in the future depends mainly on fauofs:
. Our ability to increase our advertising rat
. Our ability to sell more advertising to existingecits;
. Our ability to increase the number of clier
. Our ability to develop new revenue streams;
. Our ability to launch new product

We believe that we can increase our 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 belteaewe 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. We do not know if wédl\lwave market acceptance of our new
products.

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 achegtirates.

Average annualized revenue per employee desde® $623,000 for the three months ended Septe30b@007 from $868,000 for the
three months ended September 30, 2006.
Cost of Revenues

Cost of revenues consists of network expenselsiding fees we pay for co-location serviceqréeiation of network equipment,
payments made to affiliate partners of the Traveldetwork, and salary expenses associated witharktaperations staff. Our cost of
revenues increased to $563,000 for the three mamtthed September 30, 2007 from $232,000 for theethmonths ended
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September 30, 2006. Our cost of revenues incraasgtl4 million for the nine months ended Septen3er2007 from $782,000 for the nine
months ended September 30, 2006. As a percentagegefue, cost of revenues increased to 3% fathtlee months ended September 30,
2007 from 1% for the three months ended Septenthe2@6. As a percentage of revenue, cost of regeremained the same, 2%, for the
nine months ended September 30, 2007 and 20066331000 increase in cost of revenues in the tin@®ths ended September 30, 2007
compared to the three months ended September 36,V28s primarily due to an increase in salary egpassociated with our network
operations staff and payments made to affiliaténgas of the Travelzoo Network. The $578,000 insecia cost of revenues in the nine
months ended September 30, 2007 compared to teemonths ended September 30, 2006 was also pyndaidd to an increase in salary
expense associated with our network operationtataf payments made to affiliate partners of theev@lzoo Network.

Operating Expenses
Sales and Marketing

Sales and marketing expenses consist primafrifglvertising and promotional expenses, salapgeses associated with sales and
marketing staff, expenses related to our partimpan industry conferences, and public relatiorgenses. Sales and marketing expenses
increased to $11.0 million for the three monthseeh8eptember 30, 2007 from $7.0 million for theéhmonths ended September 30, 2006.
Sales and marketing expenses increased to $31i0midr the nine months ended September 30, 266 $22.0 million for the nine mont
ended September 30, 2006. The goal of our advegtisas to acquire new subscribers for our e-maitipcts, increase the traffic to our Web
sites, and to increase brand awareness for Travelde $4.0 million increase in sales and marketixgenses in the three months ended
September 30, 2007 compared to the three montlede®eptember 30, 2006 was primarily due to a $1llmincrease in advertising to
acquire new subscribers for oumail products, a $1.0 million increase in salarg amployee related expenses due primarily to arease it
the headcount of our sales and marketing staff aan$834,000 increase in advertising to acquiféidrep our Web site. For the three months
ended September 30, 2007 and 2006, advertisinghegpeccount for 69% and 70%, respectively, obsael marketing expenses. The
$9.0 million increase in sales and marketing expefis the nine months ended September 30, 2007arechjo the nine months ended
September 30, 2006 was primarily due to a $2.7aniiincrease in advertising to acquire traffic to ®Veb site, a $2.5 million increase in
advertising to acquire new subscribers for our d-praducts, and a $2.4 million increase in salang employee related expenses due
primarily to an increase in the headcount of olessand marketing staff. For the nine months er@kmtember 30, 2007 and 2006, adverti
expenses accounted for 68% and 70%, respectiviebples and marketing expenses.

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 ratdsif the reach of our publications increasesoider to increase the reach of our
publications, we have to acquire a significant nandif new subscribers in every quarter and conttoywomote our brand. One significant
factor that impacts our advertising expenses i@tleeage 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 inindustry.

In May 2005, we began operations in the Urk2006, we began operations in Germany, CanadaSpait. In the second quarter of 2007,
we began operations in France and Hong Kong. Ihiineé quarter of 2007, we began operations in dalathe fourth quarter of 2007, we
expect to begin operations in Taiwan, China, andtralia. The start-up of our business in Europaada, and Asia Pacific is expected to
result in a significant increase in our sales amagketing expenses in the foreseeable future.

General and Administrative

General and administrative expenses condisipity of compensation for administrative and axaee staff, fees for professional servic
rent, bad debt expense, amortization of intangiskets and general office expense. General andhisthaiive expenses increased to
$3.5 million in the three months ended SeptembeB07 from $2.2 million in the three months en&egtember 30, 2006. General and
administrative expenses increased to $9.3 milliotihé nine months ended September 30, 2007 froénrfillion for the nine months ended
September 30, 2006. The $1.2 million increase ireged and administrative expenses in the three Inseerided September 30, 2007 comp
to the three months ended September 30, 2006 waarndy due to a $507,000 increase in salary anglepee related expenses due primarily
to an increase in headcount, a $308,000 increasmirand office expenses, and a $171,000 inciage®fessional services expenses. The
$2.3 million increase in general and administragéxpenses in the nine months ended September G0,c2npared to the nine months ended
September 30, 2006 was primarily due to a $970i8€@@ase in salary and employee related expensepriuarily to an increase in
headcount, a $652,000 increase in rent and offipereses and a $462,000 increase in professionategrexpense.
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In the nine months ended September 30, 2002666, the Company recorded expenses of $94,008H2v,000, respectively, related to
a program under which the Company makes cash pdgrepeople who establish that they were formaglgdtolders of Travelzoo.com
Corporation, and who failed to submit requestssfares in Travelzoo Inc. within the required tinegipd. The expenses are based on the
number of actual valid claims received and the Camyfs stock price. The Company cannot reliablyneste future expenses incurred under
this program because it is based on the numbealaf kequests received and future levels of the gamy’'s common stock price.

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 anchadrative 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 in the foreseeable future.
Subscriber Acquisitior

The table set forth below provides for eachrtgr in 2004, 2005, 2006, and the first nine memth2007, an analysis of our average cost
for acquisition of new subscribers for our TravelZwp 20 newsletter and our Newsflash e-mail aervice for our North America, Europe,
and Asia Pacific operating segments.

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 bgtmew 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 publicatiéa®nly counted onct

. Subscribers Removed From List: Subscribers whe wamoved from our lists throughout the quartdregias a result of their
requesting removal, or based on periodic list nesiahce after we determined that t-mail address was likely no longer val

. Balance: This is the number of subscribers aetitbof the quarter, computed by taking the prevguarter’'s subscriber balance,
adding new subscribers during the current quaaitedt,subtracting unsubscribes during the currenttgu
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North America:

Average Cost per Subscribers
Acquisition of a New Removed From

Period Subscriber New Subscribers List 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. (602,629 7,858,022
Q4 2004 $1.7(¢ 694,02¢ (406,316 8,145,73
Q1 2005 $2.5¢ 659,45¢ (475,939 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 $2.5¢ 714,64 (317,94) 9,773,55!
Q2 2006 $2.11 737,73! (532,67¢) 9,978,60!
Q3 2006 $1.8¢ 491,52: (327,47 10,142,66
Q4 2006 $1.5¢ 373,55¢ (288,88)) 10,227,33
Q1 2007 $2.61 730,06 (345,89¢) 10,611,50
Q2 2007 $3.0: 552,48t (335,309 10,828,68
Q3 2007 $3.92 385,40¢ (255,009 10,959,08
Europe:

Average Cost per Subscribers
Acquisition of a New Removed From

Period Subscriber New Subscribers List Balance
Q3 2005 $1.6¢ 127,85 (5,577 140,15:
Q4 2005 $2.0z2 174,51 (16,899 297,76
Q1 2006 $2.1¢ 143,66t (16,839 424,60:
Q2 2006 $2.6¢ 129,43 (34,070 519,97
Q3 2006 $1.2¢ 126,56¢ (29,799 616,74
Q4 2006 $2.94 69,48¢ (30,949 655,29(
Q1 2007 $3.8¢ 159,43¢ (31,350 783,37¢
Q2 2007 $4.4: 206,00 (39,690 949,69
Q3 2007 $2.9¢ 331,90¢ (32,689 1,248,90!
Asia Pacific:

Average Cost per Subscribers
Acquisition of a New Removed From

Period Subscriber New Subscribers List Balance
Q2 2007 $2.4¢€ 1,06¢ (4) 1,06¢
Q3 2007 $2.2: 42,10¢ (13¢) 43,03:

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. The increase in new subscriber acquisitiatscim North America in Q3 2007
reflects the effect of a new method of signing upseribers which was tested at that time. We daansider the decline in new subscriber
costs in certain prior periods to be indicativedbnger-term trend, or to indicate that our subscrcosts are likely to stay at this level or are
likely to decline further.

In Europe, we see a large fluctuation in therage cost per new subscriber. The average emstifites from quarter to quarter and from
country to country.
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We began operations in Asia Pacific in ApfiDZ.

Increasing average cost per subscriber igyliiceresult in higher absolute marketing experasss 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.

Segment Information
We have presented the business segmentsiRahin 10-Q based on our organizational structsief &eptember 30, 2007.

North America

Three Months Ended Nine Months Ended
September 30 September 30
2007 2006 2007 2006
(In thousands (In thousands
Net revenue: $18,36¢ $16,66¢ $55,55¢ $49,757
Income from operatior 7,06¢€ 8,407 22,54( 23,31
Income from operations as a % of reven 38.5% 50.5% 40.6% 46.8%

In North America, revenues increased 10% énttinee months ended September 30, 2007 compatied same period in 2006. Revenues
increased 12% in the nine months ended Septemh@08@ compared to the same period last year. TithMmerica revenue growth was
driven by the increase of advertising rates, aolditif new clients, increased spending from existiients and new product offerings and
revenue streams.

Income from operations for North America gseacentage of revenue in the three months ende@i@bpr 30, 2007 compared to the three
months ended September 30, 2006 decreased to 889%ft%. Sales and marketing expenses as a pereeftagvenue increased to 47% or
$8.7 million for the three months ended SeptemBe2B807 from 37% or $6.2 million for the three mwended September 30, 2006. This
$2.5 million increase was primarily due to a $699,ihcrease in salary and employee related expea$&il6,000 increase in advertising to
acquire traffic to our Web site, and a $594,000ea6e in advertising to acquire new subscribersdiore-mail products. General and
administrative expenses as a percentage of reveareased to 12% or $2.1 million for the three rhergnded September 30, 2007 from 11%
or $1.8 million for the three months ended Septer30¢2006. The $327,000 increase was primarilytdwe$105,000 increase in rent and
office expenses.

Income from operations for North America gseacentage of revenue in the nine months ended®épr 30, 2007 compared to the nine
months ended September 30, 2006 decreased to 6t9#if%. Sales and marketing expenses as a pereesftagles increased to 45% or
$25.3 million for the nine months ended SeptemiBe2807 from 40% or $19.9 million for the nine mended September 30, 2006. This
$5.4 million increase was primarily due to a $2iiom increase in advertising to acquire traffccdur Web site, brand awareness campaigns,
and trade marketing expenses. There was also arfilligh increase in salary and employee relategeases and a $672,000 increase in
advertising to acquire new subscribers for our d-praducts. General and administrative expensesercentage of revenue was 12% for
the nine months ended September 30, 2007 and @¥teral and administrative expenses for North Acaericreased to $6.5 million for the
nine months ended September 30, 2007 compared8am8bion for the nine months ended September2B06. This $699,000 increase was
primarily due to a $365,000 increase in profesdisaavices expenses and a $262,000 increase immenbffice expenses.

22




Table of Contents

Europe
Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006

(In Thousands (In Thousands
Net Revenue $ 1,611 $ 962 $ 4,391 $ 2,27
Loss from operation (1,427 (277) (3,266 (1,237
Loss from operations as a % of reven 88.2% 28.8% 74.5% 54.2%

In Europe, revenues increased 67% in the tim@®hs ended September 30, 2007 compared toréne itonths ended September 30, 2006
and increased 94% in the first nine months of 28@vipared to the same period in 2006.

Our loss from operations in Europe was $1 Maniin the three months ended September 30, 2007pared to a loss of $277,000 for the
three months ended September 30, 2006. Sales atdting expenses increased to $2.1 million forttiree months ended September 30,
2007 from $739,000 for the three months ended &epe 30, 2006. This $1.4 million increase was dimagrily to a $826,000 increase in
advertising to acquire new subscribers for our d-praducts, a $246,000 increase in salary and eyag related expenses, and a $219,000
increase in advertising to acquire traffic to oueM\site. General and administrative expenses isetehy $412,000 to $893,000 in the three
months ended September 30, 2007 compared to theyear period due primarily to a $222,000 incraassalaries and employee related
expenses and a $105,000 increase in rent and effjpenses.

Our loss from operations in Europe was $3./Haniin the nine months ended September 30, 2@d7pared to a loss of $1.2 million in the
nine months ended September 30, 2006. Sales aretingrexpenses increased to $5.5 million for time months ended September 30, 2
from $2.2 million for the nine months ended SeptenD, 2006. This $3.3 million increase was dumprily to a $1.7 million increase in
advertising to acquire new subscribers for our d-praducts, an $817,000 increase in advertisingdguire traffic to our Web site, and a
$643,000 increase in salary and employee relatpdreses. General and administrative expenses irctdys$749,000 to $2.0 million for the
nine months ended September 30, 2007 due printardy$476,000 increase in salary and employeestatpenses and a $253,000 increase
in rent and office expenses.

Asia Pacific
Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(In Thousands (In Thousands
Net Revenue $ — $— $ — $—
Loss from operation (70€) — (1,109 —

Loss from operations as a % of reven — — — —

Our operating expenses and loss from opemtiothe Asia Pacific was $706,000 and $1.1 milli@spectively, in the three and nine
months ended September 30, 2007. The loss fronatipes in the three and nine months ended SepteBh@007 was primarily due to
general and administrative expenses related toysatel employee related expenses and office expeWée began operations in Hong Kong
in April 2007 and in Japan in August 2007.

Income Taxes

We recorded income tax provisions of $3.2iprlland $3.9 million for the three months endedt&mper 30, 2007 and September 30,
2006, respectively. We recorded income tax prowussiof $10.3 million and $10.5 million for the nimenths ended September 30, 2007 and
September 30, 2006, respectively. Our income iggdly taxed in the U.S. and our income tax pravisireflect federal and state statutory
rates applicable to our levels of income and expgradjusted to take into account expenses thateated as having no recognizable tax
benefit. For the nine months ended September 3, 2fur effective tax rate was 53.2%. Expense®9d4f@O0 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, were treatedhaving no recognizable tax benefit.
Further, losses of approximately $4.9 million froomr Europe and Asia Pacific business segments andperations in Canada were treated
as having no recognizable tax benefit.

We expect that our effective tax rate in fatperiods may fluctuate depending on the total athofiexpenses related to payments
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to former stockholders and from losses or gainsrited by our operations in Canada, Europe, and Radfic, and corresponding U.S. tax
credits, if any.

Liquidity and Capital Resources

As of September 30, 2007, we had $23.3 miliibcash and cash equivalents. Cash and cash éenptivaecreased from $33.4 million on
December 31, 2006 primarily as a result of caskl irséinancing activities offset by cash provideddperating activities as explained below.
We expect that cash on hand and cash flows geddrata operations will be sufficient to provide faorking capital needs for at least the
next 12 months.

Net cash provided by operating activitiesha hine months ended September 30, 2007 was $ilidhmNet cash provided by operating
activities in the nine months ended September 306 2vas $11.8 million. In the nine months ended&aper 30, 2007, net cash provided by
operating activities resulted primarily from net@me and an increase in accounts payable and dcexpenses offset by an increase in
accounts receivable.

Net cash used by investing activities was $33@in the nine months ended September 30, 208f7fcaéh provided by investing activities
was $20.2 million during the nine months ended &aper 30, 2006. In the nine months ended SepteBihH@007, net cash used in investing
activities resulted from purchases of property egdipment. In the nine months ended September(8i&, 2iet cash provided by investing
activities resulted primarily from the sale of shimrm investments offset by the purchase of stertr investments.

Net cash used in financing activities was 8Xfillion during the nine months ended Septembe2807. Net cash used in financing
activities was $28.6 million during the nine mon#mled September 30, 2006. In both the nine mamtied September 30, 2007 and 2006,
net cash used in financing activities resulted ftbmrepurchase of common stock by the Company.

Our capital requirements depend on a numb&abbrs, including market acceptance of our préslaad services, the amount of our
resources we devote to development and launchvofoneducts, cash payments to former stockholdefgafelzoo.com Corporation,
expansion of our operations, and the amount of@ources we devote to promoting awareness ofréaalzoo brand. Since the inception of
the program under which we would make cash paynterersons who establish that they were formakséiolders of Travelzoo.com
Corporation, and who failed to submit requestsofarshares within the required time period, we haearred expenses of $2.7 million. The
total cost of this program is still undeterminabkxause it is dependent on our stock price anti@number of claims ultimately received.
Consistent with our growth, we have experiencedtsuttial increases in our sales and marketing esqeeand our general and administrative
expenses since inception, and we anticipate tleaetincreases will continue for the foreseeabl&rdytin particular in connection with our
strategy to replicate our business model in sedefciign markets. We believe cash on hand andrgeteduring those periods will be
sufficient to pay such costs. In addition, we wodhtinue to evaluate possible investments in bgsie® products and technologies, the
consummation of any of which would increase ouitedpequirements.

Although we currently believe that we havefisignt capital resources to meet our anticipatedking capital and capital expenditure
requirements for at least the next 12 months, ucipated events and opportunities may require selicadditional equity or debt securities
establish new credit facilities to raise capitabider to meet our capital requirements. If we additional equity or convertible debt securil
the sale could dilute the ownership of our exisstarkholders. If we issue debt securities or distala new credit facility, our fixed
obligations could increase, and we may be requoedjree to operating covenants that would resirtictoperations. 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 AsiafRagperations.
The following summarizes our principal contted commitments as of September 30, 2007 (in thods):

2007 200¢ 200¢ 201C Thereafter Total
Operating lease $ 73t $ 1,85¢ $ 931 $ — $ — $ 3,52(
Purchase obligatior 43 11 — — — 54
Total commitment: $ T77¢E $ 1,86 $ 931 $ — $ = $ 3,574
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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

During the second quarter of 2007, we stasfggtations in France and Hong Kong. During thedthinarter of 2007, we started operations
in Japan. For 2007 and 2008, we plan to start @padions in Australia, Greater China (China andwaai), India, and South Korea.

In the first nine months of 2007, we begaaltocate significant resources to the developmétii@Travelzoo Network , an affiliate
network of Web sites that list travel deals puldidtoy Travelzoo.

We expect our launch in the Asia Pacific regiour continued expansion in Europe, and the dgwvetnt of thélravelzoo Network to have
a material negative impact on our operating margjiriie near term.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS N@, ‘Fair Value Measurements” (“SFAS 157”). SFAS Esfablishes a framework for
measuring the fair value of assets and liabilifidgs framework is intended to provide increasedséstency in how fair value determinations
are made under various existing accounting stasdahich permit, or in some cases require, estimaftésir market value. This statement is
effective for us beginning January 1, 2008. Wecarmeently evaluating the impact of adopting SFAS dB our consolidated financial
statements.

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 theaichof adopting SFAS 159 on our consolidated fiedrstatements.

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 profithdyi.

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 creaing 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 revenug/tirowe may not generate sufficient revenues ttagsuprofitability. 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 ouergting margins. It is possible that Travelzoo wdl sustain profitability in 2008. Any of
these developments could result in a significactese 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
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. changes in general economic conditions that coffédtamarketing efforts generally and online maitkgtefforts 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 productssandces 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 affectitihge Internet generally or the operation of ourdoicds and services specifically;

. 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 goyarter and we are unable to quickly reduce oeramg 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 nine months ended September 30, 20@v¢clients accounted for 15% and 11% of our reventlibe agreements with these clients
are in the form of multiple insertion orders fromogps of entities under common control, in eitler Company’s standard form or in the
client’s form. The loss of either client may resala significant decrease in our revenues, whatlldchave a material 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 isqumcessful, 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 cameegnour 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 expeéssignificant dilution of your ownership
interest, and holders of the additional equity séies may have rights senior to those of the hlad our common stock. If we obtain
additional financing by issuing debt securitie® tbrms of these securities could restrict or preus from paying dividends and could limit
our flexibility in making business decisions.
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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 onlinergglag 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.

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

Our operations are susceptible to outagegdlfiee, floods, power loss, telecommunicationduiags, break-ins and similar events. In
addition, a significant portion of our network ia$tructure is located in Northern California, asaasusceptible to earthquakes. We do not
have multiple site capacity in the event of anyhsoccurrence. Outages could cause significantriqéons 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 cdlidarm 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 eigeed denial of service attacks in the past,raag experience such attempts in the future.
Any such event could reduce our revenue and hamomerating 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 they material risks.

In May 2005, we began operations in the Urk2006, we began operations in Canada, Germany$paih. In 2007, we began operations
in France, Hong Kong and Japan. Our plan is to exjidto additional markets in the Asia Pacific mgin the future. We expect our
operations in Europe and Asia Pacific and our ebgueexpansion into other regions in the future imitiur significant losses. We expect our
operations in Europe and Asia Pacific for an ihiperiod of two to three years to incur lossesmgariily as a result of significant expenses
related to subscriber acquisition and other mankedictivities. We expect that this will have a mialenegative impact on our operating
margins. It is possible that Travelzoo will not tstiis profitability in 2008. Any of these developnterould result in a significant decrease in
the trading price of our common stock. In additioruncertainty about our ability to generate nebme from our foreign operations and
expand our international market position, therecamtain risks inherent in doing business inteoratlly, 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
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We may not be able to develop awareness of our raame.

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 opportuniti@sd we believe it could become more
important as competition in our industry increasesrder to maintain and build brand awarenessimust succeed in our marketing efforts.
If we fail to successfully promote and maintain buand, 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 adversébetafd.

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, osinbss might be negatively affected by
financial pressures on the travel industry. Howgwar business may also benefit if travel compaimesease their efforts to promote special
offers or other marketing programs. If such eveessilt in a long-term negative impact on the trandustry, 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 ax@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, yectsdor services that travel companies and Intersets find attractive. This could reduce
the number of travel companies and Internet ussrgour products and materially adversely affestlusiness.

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

Our success is dependent on our ability tetigvnew and enhanced software, services and dghatelucts to meet rapidly evolving
technological requirements for online advertisi®gr current technology may not meet the futurenae 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 incret&sectionality; anc

. changes in travel company and Internet user reqaings.

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

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

Our future success depends on our abilitytttact, train, motivate and retain highly skillesgoyees. We may be unable to retain our
skilled employees, or attract, assimilate and nedétier 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 retainiriagghly skilled employees with appropriate
qualifications. If we are unable to hire and reslilled personnel, our growth may be restrictediclv could adversely affect our future
success.

We may not be able to effectively manage our expagaperations.

Since the commencement of our operations,ave kBxperienced a period of rapid growth. In otdexecute our business plan,
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we must continue to grow significantly. As of Sepber 30, 2007, we had 128 employees. We expecthtbatumber of our employees will
continue to increase for the foreseeable futurés girowth has placed, and our anticipated futuosviin will continue to place, a significant
strain on our management, systems and resourcesxgéet that we will need to continue to improve finencial and managerial controls
and reporting systems and procedures. We will a¢sml to continue to expand and maintain close amatidn among our sales, production,
marketing, IT, and finance departments. We maysnoteed in these efforts. Our inability to expandaperations in an efficient manner
could cause our expenses to grow disproportionadelgvenues, our revenues to decline or grow relorely than expected and could
otherwise have a material adverse effect on ounbss.

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

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 otlaglvertising 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 establishatleanerging companies, including print media comgsrenter the online advertising mar
Competition could result in reduced margins onsmivices, loss of market share or less useafelzoo by travel companies and consumers.
If we are not able to compete effectively with emtror future competitors as a result of theseathdr factors, our business could be
materially adversely affected.

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

Our future success depends to a significareneon 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 bgsis plan. We do not maintain key person life insceador any member of our management
team. In addition, we expect new members to jonnsanagement 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 eeable 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 productsnhancements of existing products until equiviabemeplacement technology can be
accessed, if available, or developed internallfgafible. If we experience these delays, our lessimould be materially adversely affected.

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

The trading price of our common stock has m@hmay continue to be subject to wide fluctuatidduring the nine month period ended
September 30, 2007, the sales price of our comitomk ®n the NASDAQ Stock Market ranged from $16&6840.68. Our stock price may
fluctuate in response to a number of events antdfmcsuch 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 operap@dgormance.
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We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and whous Chairman of the Board, President, and ChiefcEkve Officer, is our largest
stockholder, holding beneficially, as of Novembg2@07, approximately 53.7% of our outstanding abavith options to increase his
percentage ownership to 59.8% on a fully-dilutesidar hrough his share ownership, he is in a osith control Travelzoo and to elect our
entire board of directors.

Risks Related to Legal Uncertainty

We may become subject to burdensome governmentla¢igns 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 urderand 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 mayeragsues which include:

e user privacy

» ant-spam legislation

» consumer protectior

» copyright, trademark and patent infringeme

 pricing controls

 characteristics and quality of products and sesy

» sales and other taxes; a

» other claims based on the nature and content 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 messagesirity breaches, illegal or fraudulent use of a@krainterruptions or delays in e-mail
service. In addition, we could incur significanst®in investigating and defending such claimsnéf/ere ultimately are not liable. If any of
these events occur, our business could be mayesidlersely affected. We do not carry generalliighinsurance.

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

The merger of Travelzoo.com Corporation itit® €Company became effective on April 25, 2002. I8tolders of Travelzoo.com
Corporation were allowed a period of two yearsdwihg the effective date to receive shares in tam@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 share&rafelzoo.com Corporation in 1998 for no cash @eration, did not elect to receive their
shares which were issuable in the merger prioneécend of the twgear period. A total of 4,115,532 of our shareschttiad 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 tao-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 chalkveggpplicability of escheat rights in that, amaiger 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 refemetbove at the time of their applications for issweaof shares. If claims are asserted by
persons claiming to be former stockholders of Tiax@com Corporation, we intend to assert thatr thghts 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 subjectheatsclaims, we would assert that the claimant mstsblish 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 4,070,000 shares of commorkdtmcno 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 statementsidech charge in general and administrative expesfst®4,000 for these cash payments
for the nine months ended September 30, 2007, ahw#11,000 remains as a liability as of Septend#er2007. The liability is based on the
number of actual requests received from formendtolclers through September 30, 2007 that remaimidnfhe total cost of this program is
not reliably estimable because it is based on Ifir@ate number of valid requests received and futevels of our common stock price. Our
common stock price affects the liability becausedmount of cash payments under the program islbaggrt on the recent level of the
stock price at the date valid requests are recebsddo not know how many of the requests for shariginally received by Travelzoo.com
Corporation in 1998 were valid, but we believe thially a portion of such requests were valid. Aedabove, in order to receive payment
under the program, a person is required to estatiiet such person validly held shares in Travetzmo Corporation. Assuming 100% of the
requests from 1998 were valid, former stockholaérsravelzoo.com Corporation holding approximat4J970,000 shares had not submitted
claims under the program as of September 30, 2007.

Our internal controls over financial reporting manot be effective, and our independent auditors nret 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 404w@at&n, 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 regidddtes 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 beuhdversely 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 waynmarket our services in the future are uncedashmay afford little or no effective
protection of our intellectual property. The unauthed reproduction or other misappropriation of proprietary technology could enable
third parties to benefit from our technology andrat name without paying us for them. If this wer@c¢cur, our business could be materially
adversely affected.

We may face liability from intellectual propertytigation that could be costly to prosecute or defleaind 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 “Travelzoothiany 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 imdigfig against these third party infringement clairegardless of their merit, and such
claims could result in a significant diversion bétefforts of our management personnel. Succeisdfirgement claims against us may result
in monetary liability or a material disruption imet conduct of our business.

ltem 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 maturitiescdrdingly, we do not expect any material
loss from these investments.

Our European operations expose us to foraigrency risk associated with agreements being deraied in British Sterling Pounds and
Euros. Our Canadian operations expose us to forrigency risk associated with agreements beingmérated in Canadian Dollars. Our
Asia Pacific operations expose us to foreign cuayeaisk associated with agreements being denomdriatelong Kong Dollars and the
Japanese Yen. We are exposed to foreign curresicyasisociated with fluctuations of these currenagethe financial position and operating
results of our European, Canadian and Asia Pamjferations will be translated into U.S. Dollars ¢éonsolidation purposes. We do not use
derivative instruments to hedge these exposures.

Item 4. Controls and Procedures

As of September 30, 2007, we carried out a@ugtion, under the supervision and with the pigditton of 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-a45e@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 alertingritte material information relating to the Compamgeluding its consolidated subsidiaries)
required to be included in our periodic SEC filiragsof September 30, 2007.

During the nine months ended September 307,20@re was no change in our internal control dvencial reporting (as defined in
Exchange Act Rule 13a-15(f)) that materially afégtor is reasonably likely to materially affette tCompany’s internal control over
financial reporting.
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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 hereindfgrence.
Item 2. Unregistered Sales of Equity Securities and UsdPobceeds
There were no unregistered sales of equityrées during the period covered by this report.

Issuer Purchases of Equity Securities

Total Number of  Average Price

Total Number of
Shares Purchase
as Part of Publicly
Announced Plans

Maximum Number
of Shares that May
Yet Be Purchased
Under the Plans ol

Period Shares Purchase Paid Per Shar¢ or Programs Programs
July 1-July 31, 2007 — — — 1,000,001
August 1- August 31, 200° 1,000,000 $ 19.8- 1,000,00! —
September — September 30, 20( — — — —
Total 1,000,000 $ 19.8- 1,000,00!

On April 26, 2007, we announced that our BazrBirectors had approved a share repurchasetpédrauthorized the repurchase of up to
1.0 million shares of our outstanding common staedlkof which have since been repurchased.

Item 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 AmenanNo. 6 to our Registration
Statement on Form-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% Form of Director and Officer Indemnification Agreent

10.2 Employment Agreement, effective as of November®72 by and between Travelzoo Inc. and Max Rayimeo(porated by
reference to Exhibit 10.1 on Forr-K (File No. 00(-50171), filed October 24, 200

10.3 Amendment to Service Agreement dated as of AugBiseQ07 between Travelzoo (Europe) Limited and €bpher Loughlin
(Incorporated by reference to Exhibit 10.1 on F@&-k (File No. 00(-50171), filed August 15, 2007

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

31.2t Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesriixchange Act of 1934, as
amended

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

T 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 Sgnatory)

Date: November 9, 2007
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EXHIBIT 10.1

INDEMNIFICATION AGREEMENT

This Indemnification Agreement, datecdbhs , 2007, is made by and between TRAVELZOO IN(Delaware corporation (the
“Corporation”) and ____ (the “Indemnitee”).

RECITALS

A. The Corporation recognizes that corapeand experienced persons are increasingly egltitt serve or to continue to serve as
directors or officers of corporations unless they @rotected by comprehensive liability insurancexdemnification, or both, due to increas
exposure to litigation costs and risks resultirapfrtheir service to such corporations, and dubeddct that the exposure frequently bears no
reasonable relationship to the compensation of direlstors and officers;

B. The statutes and judicial decisiorgarding the duties of directors and officers ateroflifficult to apply, ambiguous, or conflicting,
and therefore fail to provide such directors arfitefs with adequate, reliable knowledge of ledsits to which they are exposed or
information regarding the proper course of actmteke;

C. The Corporation and Indemnitee recogiiat plaintiffs often seek damages in such largeunts and the costs of litigation may be
so enormous (whether or not the case is meritoyithiat the defense and/or settlement of suchalitig is often beyond the personal resoL
of directors and officers;

D. The Corporation believes that it igainfor its directors and officers to assume tis& of huge judgments and other expenses which
may occur in cases in which the director or officsreived no personal profit and in cases wherelitleetor or officer was not culpable;

E. The Corporation, after reasonable stigation, has determined that the liability insw@ coverage presently available to the
Corporation may be inadequate in certain circuntgsiuio cover all possible exposure for which Indigsershould be protected. The
Corporation believes that the interests of the G@ton and its stockholders would best be seryea tombination of such insurance and the
indemnification by the Corporation of the directarsl officers of the Corporation;

F. The Corporation’s Certificate of Inporation requires the Corporation to indemnifyditectors and officers to the fullest extent
permitted by the Delaware General Corporation Ldng (DGCL"). The Certificate of Incorporation exgay provides that the
indemnification provisions set forth therein aré¢ exclusive, and contemplate that contracts magrbered into between the Corporation and
its directors and officers with respect to indenwaifion;

G. Section 145 of the DGCL (“Section 1¢4inder which the Corporation is organized, empawiee Corporation to indemnify its
officers, directors, employees and agents by ageaeand to indemnify persons who serve, at theastpf the Corporation, as the directors,
officers, employees or agents of other corporat@menterprises, and expressly provides that tlenmification provided by Section 145 is
not exclusive;

H. The Board of Directors has determitiet contractual indemnification as set forth heisinot only reasonable and prudent but also
promotes the best interests of the Corporationitaretockholders;

I. The Corporation desires and has ragddsdemnitee to serve or continue to serve aseatdr or officer of the Corporation and/or
one or more subsidiaries or affiliates of the Coagion free from undue concern for unwarrantednegafor damages arising out of or related
to such services to the Corporation and/or oneareraubsidiaries or affiliates of the Corporatiand




J. Indemnitee is willing to serve, coni to serve or to provide additional service foow behalf of the Corporation on the condition
that he is furnished the indemnity provided foreier

AGREEMENT

NOW, THEREFORE, in consideration of thetaal covenants and agreements set forth belowgtiread good and valuable
consideration, the receipt and adequacy of whiethareby acknowledged, the parties hereto, intgrdite legally bound, hereby agree as
follows:

Section 1. Generally
To the fullest extent permitted by the lawstaf State of Delaware:

(a) The Corporation shall indemnify Indetee if Indemnitee was or is a party or is threateto be made a party to any threatened,
pending or completed action, suit or proceedinggtivér civil, criminal, administrative or investigad, by reason of the fact that Indemnite
or was or has agreed to serve at the request @dhgoration as a director, officer, employee aragf the Corporation, or while serving &
director or officer of the Corporation, is or was\sgng or has agreed to serve at the request dCtiporation as a director, officer, employee
or agent (which, for purposes hereof, shall incladeustee, partner or manager or similar capaoftgnother corporation, partnership, joint
venture, trust, employee benefit plan or otherrpnige, or by reason of any action alleged to Haeen taken or omitted in such capacity.

(b) The indemnification provided by tifisction 1 shall be from and against expenses @dirgjuattorneys’ fees), judgments, fines and
amounts paid in settlement actually and reasoriablyred by Indemnitee or on Indemnitee’s behalfannection with such action, suit or
proceeding and any appeal therefrom, but shall balgrovided if Indemnitee acted in good faith and manner Indemnitee reasonably
believed to be in or not opposed to the best isteref the Corporation, and, with respect to amyioal action, suit or proceeding, had no
reasonable cause to believe Indemnitee’s condusimiawful.

(c) Notwithstanding the foregoing prowiss of this Section 1, in the case of any threatepending or completed action or suit by or in
the right of the Corporation to procure a judgmarits favor by reason of the fact that Indemniteer was a director, officer, employee or
agent of the Corporation, or while serving as aator or officer of the Corporation, is or was segvor has agreed to serve at the request of
the Corporation as a director, officer, employeagent of another corporation, partnership, joaériture, trust, employee benefit plan or other
enterprise, no indemnification shall be made ipees of any claim, issue or matter as to which indiee shall have been adjudged to be
liable to the Corporation unless, and only to tkieet that, the Delaware Court of Chancery or therttin which such action or suit was
brought shall determine upon application that, despe adjudication of liability but in view oflahe circumstances of the case, Indemnit
fairly and reasonably entitled to indemnity for Buexpenses which the Delaware Court of Chancesyohn other court shall deem proper.

(d) The termination of any action, suitpooceeding by judgment, order, settlement, cdior¢ or upon a plea of nolo contendere or its
equivalent, shall not, of itself, create a presuarpthat Indemnitee did not act in good faith am@imanner which Indemnitee reasonably
believed to be in or not opposed to the best isteref the Corporation, and, with respect to amyical action or proceeding, had reasonable
cause to believe that Indemnitee’s conduct waswfala

Section 2. Successful Defense; Partiddhnnification. To the extent that Indemnitee has been succemsfile merits or otherwise in
defense of any action, suit or proceeding refetodd Section 1 hereof or in defense of any clagsue or matter therein, Indemnitee shall be
indemnified against expenses (including attornésms) actually and reasonably incurred in connedtierewith. For purposes of this
Agreement and without limiting the foregoing, ifyaaction, suit or proceeding is disposed of, onnttegits or otherwise (including a
disposition without prejudice), without (i) the gissition being adverse to Indemnitee, (ii) an ajatibn that Indemnitee was liable to the
Corporation, (iii) a plea of guilty or nolo contesré by Indemnitee, (iv) an adjudication that Indéeendid not act in good faith and in a
manner Indemnitee reasonably believed to be irobopposed to the best interests of the Corporatind (v) with respect to any criminal
proceeding, an adjudication that Indemnitee haslareable cause to believe Indemnitee’s conduct wkswviul, Indemnitee shall be
considered for the purposes hereof to have beetiywdecessful with respect thereto.

If Indemnitee is entitled under any psion of this Agreement to indemnification by ther@aration for some or a portion of the
expenses (including attorneys’ fees), judgmentgsfior amounts paid in settlement actually andressy incurred by Indemnitee or on
Indemnitee’s behalf in connection with any actisuif, proceeding or investigation, or in defensamf claim,
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issue or matter therein, and any appeal therefranmdst, however, for the total amount thereof, @ogporation shall nevertheless indemnify
Indemnitee for the portion of such expenses (inolyattorneys’ fees), judgments, fines or amouaid  settlement to which Indemnitee is
entitled.

Section 3. Determination That IndemnificatlerProper. Any indemnification hereunder shall (unless otfise ordered by a court) be
made by the Corporation unless a determinationaidarthat indemnification of such person is not prap the circumstances because he or
she has not met the applicable standard of corstidorth in Section 1(b) hereof. Any such deteation shall be made (i) by a majority vote
of the directors who are not parties to the actsoiit, or proceeding in question (“disinteresteedliors”), even if less than a quorum, (ii) by a
majority vote of a committee of disinterested dioes designated by majority vote of disinterestiedadors, even if less than a quorum, (iii)

a majority vote of a quorum of the outstanding ekarf stock of all classes entitled to vote onrnttagter, voting as a single class, which
qguorum shall consist of stockholders who are ndtaittime parties to the action, suit or procegdimguestion, (iv) by independent legal
counsel, or (v) by a court of competent jurisdictio

Section 4. Advance Payment of Expenses; Natifin and Defense of Claim

(a) Expenses (including attorneys’ faeslrred by Indemnitee in defending a threatenegeniding civil, criminal, administrative or
investigative action, suit or proceeding, or inection with an enforcement action pursuant toiSed(b), shall be paid by the Corporation
in advance of the final disposition of such actisuf or proceeding within thirty (30) days afteceipt by the Corporation of (i) a statemen
statements from Indemnitee requesting such advamnadvances from time to time, and (ii) an undeangloy or on behalf of Indemnitee to
repay such amount or amounts, only if, and to #ter# that, it shall ultimately be determined thrtemnitee is not entitled to be indemnified
by the Corporation as authorized by this Agreemsemtherwise. Such undertaking shall be acceptéabwi reference to the financial ability
of Indemnitee to make such repayment. Advances$ lsealnsecured and interest-free.

(b) Promptly after receipt by Indemnitdenotice of the commencement of any action, sufiroceeding, Indemnitee shall, if a claim
thereof is to be made against the Corporation Imele notify the Corporation of the commencemeatébf. The failure to promptly notify
the Corporation of the commencement of the ac8ait,or proceeding, or Indemnitee’s request foeindification, will not relieve the
Corporation from any liability that it may haveltalemnitee hereunder, except to the extent thedatipn is prejudiced in its defense of
such action, suit or proceeding as a result of $aiblre.

(c) In the event the Corporation shalbbéigated to pay the expenses of Indemnitee veigipect to an action, suit or proceeding, as
provided in this Agreement, the Corporation, if agpiate, shall be entitled to assume the defefisaah action, suit or proceeding, with
counsel reasonably acceptable to Indemnitee, upoddlivery to Indemnitee of written notice oféigction to do so. After delivery of such
notice, approval of such counsel by Indemniteethedetention of such counsel by the Corporatioe,Gorporation will not be liable to
Indemnitee under this Agreement for any fees ohselisubsequently incurred by Indemnitee with resfgethe same action, suit or
proceeding, provided that (1) Indemnitee shall htheeright to employ Indemnitee’s own counsel intsaction, suit or proceeding at
Indemnitee’s expense and (2) if (i) the employrmadrdounsel by Indemnitee has been previously aiédiin writing by the Corporation,

(i) counsel to the Corporation shall have reastnabncluded that there may be a conflict of ins¢1@r position, or reasonably believes that a
conflict is likely to arise, on any significant issbetween the Corporation and Indemnitee in thewct of any such defense or (iii) the
Corporation shall not, in fact, have employed celits assume the defense of such action, suitamgeding, then the fees and expenses of
Indemnitee’s counsel shall be at the expense oEtrporation, except as otherwise expressly pravimethis Agreement. The Corporation
shall not be entitled, without the consent of Indése, to assume the defense of any claim brougbt n the right of the Corporation or as
to which counsel for the Corporation shall havesozably made the conclusion provided for in clgiis@bove.

(d) Notwithstanding any other provisidrtlis Agreement to the contrary, to the extent thdemnitee is, by reason of Indemnitee’s
corporate status with respect to the Corporaticsngrcorporation, partnership, joint venture, tresaiployee benefit plan or other enterprise
which Indemnitee is or was serving or has agreestee at the request of the Corporation, a witnesgherwise participates in any action,
suit or proceeding at a time when Indemnitee isangarty in the action, suit or proceeding, thepdaation shall indemnify Indemnitee aga
all expenses (including attorneys’ fees) actuatlgl eeasonably incurred by Indemnitee or on Indegefstbehalf in connection therewith
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Section 5. Procedure for Indemnification

(a) To obtain indemnification, Indemnitd®all promptly submit to the Corporation a writteiguest, including therein or therewith such
documentation and information as is reasonablyl@vai to Indemnitee and is reasonably necessatgtermine whether and to what extent
Indemnitee is entitled to indemnification. The Gangttion shall, promptly upon receipt of such a esgjdor indemnification, advise the Board
of Directors in writing that Indemnitee has reqeesindemnification.

(b) The Corporation’s determination whegtto grant Indemnitee’s indemnification requestlishe made promptly, and in any event
within 60 days following receipt of a request fodemnification pursuant to Section 5(a). The riphihdemnification as granted by Section 1
of this Agreement shall be enforceable by Indeneniteany court of competent jurisdiction if the @oration denies such request, in whole or
in part, or fails to respond within such 60-dayipar It shall be a defense to any such action (datien an action brought to enforce a claim
for the advance of costs, charges and expenses 8rdgon 4 hereof where the required undertakfrany, has been received by the
Corporation) that Indemnitee has not met the stahdficonduct set forth in Section 1 hereof, bat blurden of proving such defense by clear
and convincing evidence shall be on the Corporatitmither the failure of the Corporation (includiitg) Board of Directors or one of its
committees, its independent legal counsel, anstdgiskholders) to have made a determination priéhéccommencement of such action that
indemnification of Indemnitee is proper in the aimtstances because Indemnitee has met the applatablgard of conduct set forth in
Section 1 hereof, nor the fact that there has beeactual determination by the Corporation (inatgdis Board of Directors or one of its
committees, its independent legal counsel, anstagtskholders) that Indemnitee has not met suchicgtypé standard of conduct, shall be a
defense to the action or create a presumptiontdemnitee has or has not met the applicable stdrafaconduct. The Indemnitee’s expenses
(including attorneys’ fees) incurred in connectivith successfully establishing Indemnitee’s rightrtdemnification, in whole or in part, in
any such proceeding or otherwise shall also bemmifeed by the Corporation.

(c) The Indemnitee shall be presumedetentitled to indemnification under this Agreemepon submission of a request for
indemnification pursuant to this Section 5, andG@eporation shall have the burden of proof in ceening that presumption in reaching a
determination contrary to that presumption. Su@spmption shall be used as a basis for a deterginaft entittement to indemnification
unless the Corporation overcomes such presumpyiabelar and convincing evidence.

Section 6. Insurance and Subrogation

(a) The Corporation may purchase and taminsurance on behalf of Indemnitee who is os wahas agreed to serve at the request of
the Corporation as a director or officer of the @wation, or is or was serving at the request ef@orporation as a director, officer, employee
or agent of another corporation, partnership, jeertture, trust, employee benefit plan or otheegmise against any liability asserted against,
and incurred by, Indemnitee or on Indemnitee’s Behany such capacity, or arising out of Indersnis status as such, whether or not the
Corporation would have the power to indemnify Inadétae against such liability under the provisiofishis Agreement. If the Corporation
has such insurance in effect at the time the Catjmr receives from Indemnitee any notice of theeencement of a proceeding, the
Corporation shall give prompt notice of the comnemnent of such proceeding to the insurers in acooeaith the procedures set forth in
the policy. The Corporation shall thereafter tak@@cessary or desirable action to cause suchénsto pay, on behalf of the Indemnitee, all
amounts payable as a result of such proceedingciordance with the terms of such policy.

(b) In the event of any payment by thepg@oation under this Agreement, the Corporatiorl diesubrogated to the extent of such
payment to all of the rights of recovery of Indeteriwith respect to any insurance policy, who stedicute all papers required and take all
action necessary to secure such rights, includiegugion of such documents as are necessary tdecthebCorporation to bring suit to
enforce such rights in accordance with the termsuch insurance policy. The Corporation shall paseomburse all expenses actually and
reasonably incurred by Indemnitee in connectiot wsitch subrogation.

(c) The Corporation shall not be liabieler this Agreement to make any payment of amootherwise indemnifiable hereunder
(including, but not limited to, judgments, fineRESA excise taxes or penalties, and amounts pasdtitement) if and to the extent that
Indemnitee has otherwise actually received sucimgay under this Agreement or any insurance potioptract, agreement or otherwise.
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Section 7. Certain Definitiong-or purposes of this Agreement, the followingimigbns shall apply:

(a) The term “action, suit or proceedisgall be broadly construed and shall include, axitHimitation, the investigation, preparation,
prosecution, defense, settlement, arbitration gpeal of, and the giving of testimony in, any thee&d, pending or completed claim, action,
suit or proceeding, whether civil, criminal, adnsinative or investigative.

(b) The termby reason of the fact that Indemnitee is or wasectbr, officer, employee or agent of the Corpiarator while serving ¢
a director or officer of the Corporation, is or va&sving or has agreed to serve at the requebedforporation as a director, officer, emplc
or agent of another corporation, partnership, jeertture, trust, employee benefit plan or otheegmise” shall be broadly construed and shall
include, without limitation, any actual or allegact or omission to act.

(c) The term “expenses” shall be broadig reasonably construed and shall include, withitation, all direct and indirect costs of
any type or nature whatsoever (including, withamitation, all attorneys’ fees and related disbursats, appeal bonds, other out-of-pocket
costs and reasonable compensation for time spelmdeynnitee for which Indemnitee is not otherwisenpensated by the Corporation or any
third party, provided that the rate of compensatind estimated time involved is approved by ther8oahich approval shall not be
unreasonably withheld), actually and reasonablyrirezl by Indemnitee in connection with either tinegistigation, defense or appeal of a
proceeding or establishing or enforcing a rightttemnification under this Agreement, Section 1##the General Corporation Law of the
State of Delaware or otherwise.

(d) The term “judgments, fines and ameuy#id in settlementhall be broadly construed and shall include, withionitation, all direc
and indirect payments of any type or nature whasomcluding, without limitation, all penalties dlamounts required to be forfeited or
reimbursed to the Corporation, as well as any piesabr excise taxes assessed on a person withatespan employee benefit plan).

(e) The term “Corporation” shall includethout limitation and in addition to the resuliicorporation, any constituent corporation
(including any constituent of a constituent) absdrin a consolidation or merger which, if its separmexistence had continued, would have
had power and authority to indemnify its directa®icers, and employees or agents, so that arsoperho is or was a director, officer,
employee or agent of such constituent corporatioig or was serving at the request of such camgstitcorporation as a director, officer,
employee or agent of another corporation, partigrghint venture, trust, employee benefit plarotrer enterprise, shall stand in the same
position under the provisions of this Agreementwwéspect to the resulting or surviving corporatigrhe or she would have with respect to
such constituent corporation if its separate eristehad continued.

(f) The term “other enterprises” shaltlide, without limitation, employee benefit plans.

(g) The term “serving at the requesthaf Corporation” shall include, without limitatioany service as a director, officer, employee or
agent of the Corporation which imposes duties omwwlves services by, such director, officer, émype or agent with respect to an
employee benefit plan, its participants or benafies.

(h) A person who acted in good faith and manner such person reasonably believed to theiinterest of the participants and
beneficiaries of an employee benefit plan shalibemed to have acted in a manner “not opposecthast interests of the Corporation” as
referred to in this Agreement.

Section 8. Limitation on IndemnificatiomNotwithstanding any other provision herein to tieatrary, the Corporation shall not be oblig:
pursuant to this Agreement

(a) Claims Initiated by Indemnite®o indemnify or advance expenses to Indemniték reispect to an action, suit or proceeding (or
part thereof) initiated by Indemnitee, except witkpect to an action, suit or proceeding brouglstablish or enforce a right to
indemnification (which shall be governed by theyismns of Section 8(b) of this Agreement), unlsgsh action, suit or proceeding (or part
thereof) was authorized or consented to by the o&bDirectors of the Corporation.

(b)_Action for IndemnificationTo indemnify Indemnitee for any expenses incutrgdndemnitee with respect to any action, suit or
proceeding instituted by Indemnitee to enforcenterpret this Agreement, unless Indemnitee is ssfakin establishing Indemnitesefight tc
indemnification in such action, suit or proceediimgywhole or in part, or unless and to the extbat the court in such action, suit or
proceeding shall determine that, despite Indemsifedure to establish their right to indemnifigat, Indemnitee is entitled to indemnity for
such expenses; provided, however, that nothingisnSection 8(b) is
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intended to limit the Corporation’s obligation withspect to the advancement of expenses to Indeeinittonnection with any such action,
suit or proceeding instituted by Indemnitee to ecdoor interpret this Agreement, as provided intiac4 hereof.

(c)_Section 16 ViolationsTo indemnify Indemnitee on account of any prodegavith respect to which final judgment is rendkre
against Indemnitee for payment or an accountingrofits arising from the purchase or sale by Indiéeenof securities in violation of Section
16(b) of the Securities Exchange Act of 1934, asradad, or any similar successor statute.

(d)_ Norcompete and Nodisclosure To indemnify Indemnitee in connection with prodiegs or claims involving the enforcement of
non-compete and/or non-disclosure agreements araha&ompete and/or non-disclosure provisions gleyment, consulting or similar
agreements (including, without limitation, the Cargition’s Detrimental Conduct Agreements and Peggry Information and Non-
Solicitation Agreements) the Indemnitee may bersyga with the Corporation, or any subsidiary loé tCorporation or any other applicable
foreign or domestic corporation, partnership, jeehture, trust or other enterprise, if any.

Section 9. Certain Settlement Provisioiifie Corporation shall have no obligation to indégnindemnitee under this Agreement for
amounts paid in settlement of any action, suitroceeding without the Corporation’s prior writtesnsent, which shall not be unreasonably
withheld. The Corporation shall not settle anyamtisuit or proceeding in any manner that wouldasgpany fine or other obligation on
Indemnitee without Indemnitee’s prior written consavhich shall not be unreasonably withheld.

Section 10. Savings Clausk any provision or provisions of this Agreemaiiall be invalidated on any ground by any coudarfipetent
jurisdiction, then the Corporation shall nevertisslsndemnify Indemnitee as to costs, charges apdnses (including attorne fees),
judgments, fines and amounts paid in settlemertt weispect to any action, suit or proceeding, whethd, criminal, administrative o
investigative, including an action by or in thehtigof the Corporation, to the full extent permittadany applicable portion of this Agreement
that shall not have been invalidated and to thesfitent permitted by applicable law.

Section 11. Contributionin order to provide for just and equitable cdmition in circumstances in which the indemnificatfrovided for
herein is held by a court of competent jurisdictiorbe unavailable to Indemnitee in whole or intpiais agreed that, in such event, the
Corporation shall, to the fullest extent permitbydaw, contribute to the payment of Indemniteadsts, charges and expenses (including
attorneys’ fees), judgments, fines and amounts ipes@ttlement with respect to any action, su@ceeding, whether civil, criminal,
administrative or investigative, in an amount tisgtuist and equitable in the circumstances, takibgaccount, among other things,
contributions by other directors and officers af thorporation or others pursuant to indemnificaigreements or otherwise; provided, that,
without limiting the generality of the foregoingjch contribution shall not be required where sualdihg by the court is due to (i) the failure
of Indemnitee to meet the standard of conducta# fn Section 1 hereof, or (ii) any limitation exdemnification set forth in Section 6(c), 8
or 9 hereof.

Section 12. Form and Delivery of CommunicasioAny notice, request or other communication rezpiior permitted to be given to the
parties under this Agreement shall be in writind aither delivered in person or sent by telecoplgxt telegram, overnight mail or courier
service, or certified or registered mail, returoeipt requested, postage prepaid, to the partigmdbllowing addresses (or at such other
addresses for a party as shall be specified byniitiee):

If to the Corporation:

Travelzoo Inc.

800 West El Camino Real, Suite 180
Mountain View, California 94040
Attn: Chief Financial Officer
Facsimile: +1 (650) 943-2433

If to Indemnitee:

[name]
[address]
Facsimile:




Section 13. Subsequent Legislatidhthe General Corporation Law of Delaware is aoe after adoption of this Agreement to expand
further the indemnification permitted to directorsofficers, then the Corporation shall indemnifigémnitee to the fullest extent permitted by
the General Corporation Law of Delaware, as so aeen

Section 14. NonexclusivityThe provisions for indemnification and advancetwdrexpenses set forth in this Agreement shallbsot
deemed exclusive of any other rights which Indeeeinay have under any provision of law, the Cotpmr& Certificate of Incorporation or
ByLaws, in any court in which a proceeding is bratighe vote of the Corporation’s stockholders isimderested directors, other agreements
or otherwise, and Indemnitextights hereunder shall continue after Indemrtiteceased acting as an agent of the Corporatestel inure
to the benefit of the heirs, executors and admratists of Indemnitee. However, no amendment oragiten of the Corporatios’Certificate o
Incorporation or ByLaws or any other agreementisithtersely affect the rights provided to Indemaitender this Agreement

Section 15. EnforcementThe Corporation shall be precluded from asseitirany judicial proceeding that the procedures and
presumptions of this Agreement are not valid, bigdind enforceable. The Corporation agrees thakésution of this Agreement shall
constitute a stipulation by which it shall be iroeably bound in any court of competent jurisdictiorvhich a proceeding by Indemnitee for
enforcement of his rights hereunder shall have lseemmenced, continued or appealed, that its olitigatset forth in this Agreement are
unique and special, and that failure of the Corfanato comply with the provisions of this Agreenerill cause irreparable and irremediable
injury to Indemnitee, for which a remedy at lawhbié inadequate. As a result, in addition to ameotight or remedy Indemnitee may have
at law or in equity with respect to breach of thgreement, Indemnitee shall be entitled to injuretor mandatory relief directing specific
performance by the Corporation of its obligationsler this Agreement.

Section 16. Interpretation of Agreemetitis understood that the parties hereto intérigl Agreement to be interpreted and enforced so as
to provide indemnification to Indemnitee to theldst extent now or hereafter permitted by law.

Section 17. Entire Agreementhis Agreement and the documents expressly efdo herein constitute the entire agreement beturee
parties hereto with respect to the matters coveeedby, and any other prior or contemporaneousoonatitten understandings or agreements
with respect to the matters covered hereby areessfy superceded by this Agreement.

Section 18. Maodification and WaiveNo supplement, modification or amendment of &gseement shall be binding unless executed in
writing by both of the parties hereto. No waiveraofy of the provisions of this Agreement shall berded or shall constitute a waiver of any
other provision hereof (whether or not similar) sbell such waiver constitute a continuing waiver.

Section 19. Successor and AssighAH of the terms and provisions of this Agreemshall be binding upon, shall inure to the benafit
and shall be enforceable by the parties heretdlaidrespective successors, assigns, heirs, exscaidministrators and legal representati
The Corporation shall require and cause any doeatdirect successor (whether by purchase, mecgasolidation or otherwise) to all or
substantially all of the business or assets ofXboration, by written agreement in form and saibsé reasonably satisfactory to Indemnitee,
expressly to assume and agree to perform this Aggatin the same manner and to the same exterthth&orporation would be required to
perform if no such succession had taken place.

Section 20. Service of Process and Verfuar purposes of any claims or proceedings toregfthis agreement, the Corporation consents
to the jurisdiction and venue of any federal otestourt of competent jurisdiction in the state®efaware and New Jersey, and waives and
agrees not to raise any defense that any such iscamtinconvenient forum or any similar claim.

Section 21. Supercedes Prior Agreemdititis Agreement supercedes any prior indemnificeigreement between Indemnitee and the
Corporation or its predecessors.

Section 22. Governing Lawr his Agreement shall be governed exclusively iy eonstrued according to the laws of the State of
Delaware, as applied to contracts between Delavesidents entered into and to be performed entivélyin Delaware. If a court of
competent jurisdiction shall make a final deterrtiovathat the provisions of the law of any stateeotthan Delaware govern indemnification
by the Corporation of its officers and directoheri the indemnification provided under this Agreetghall in all instances be enforceable to
the fullest extent permitted under such law, ndtatiinding any provision of this Agreement to thetry.

Section 23. Employment RightBlothing in this Agreement is intended to creattndemnitee any right to employment or continued
employment.




Section 24. Counterpart¥his Agreement may be executed in two or morentaparts, each of which shall be deemed to beigmal

and all of which together shall be deemed to beawmethe same instrument, notwithstanding that patties are not signatories to the
original or same counterpatrt.

Section 25. Headings'he section and subsection headings containgdsm\greement are for reference purposes onlysaiadl not affect
in any way the meaning or interpretation of thigégment.

IN WITNESS WHEREOF, this Agreement has beely dxecuted and delivered to be effective as oftide first above written.
TRAVELZOO INC.

By
Name:
Title:

INDEMNITEE:

By
Name:
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EXHIBIT 31.1

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

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

2. Based on my knowledge, this quarterly redoes not contain any untrue statement of a naht@ct 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 statets) 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 informatidatieg to the registrant, including its consolidhibsidiaries, 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 geneeabepted 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 repog that occurred during the registranthosi
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and 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 regigteaability 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 Barte
Chairman of the Board and
Chief Executive Officer

Date: November 9, 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 redoes not contain any untrue statement of a nat@ct 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 statets) 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 informatidatieg to the registrant, including its consolidhgibsidiaries, 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 geneeatepted 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 repog that occurred during the registranthosi
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and 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 regigteaability to record, process, summarize and refioancial information; and

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

/s WAYNE LEE

Wayne Lee
Chief Financial Officer

Date: November 9, 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 September 30, 2007utltersigned hereby certifies, pursuant to 18 U.81350, as adopted pursuant to 8906 of
the Sarbanes-Oxley Act of 2002, to the best okh@wvledge, that (1) this report complies with teguirements of Section 13(a) or Section 15
(d) of the Securities Exchange Act of 1934 andffg)information contained in this report fairly peats, in all material respects, the financial
condition and results of operations of the regigtra

Date: November 9, 20C By: /sl RALPH BARTEL
Ralph Barte
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 September 30, 2007utltersigned hereby certifies, pursuant to 18 U.81350, as adopted pursuant to 8906 of
the Sarbanes-Oxley Act of 2002, to the best okh@wvledge, that (1) this report complies with teguirements of Section 13(a) or Section 15
(d) of the Securities Exchange Act of 1934 andffg)information contained in this report fairly peats, in all material respects, the financial
condition and results of operations of the regigtra

Date: November 9, 20C By: /sl WAYNE LEE

Wayne Lee
Chief Financial Officer




