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TRAVEIZOO

Travelzoo Inc.
590 Madison Avenue, 21st Floor
New York, NY 10022

May 10, 200

Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders of Travelzoo Inc. on June Q2 We
will hold the meeting at The Warwick Hotel, 65 Wé&dth Street, New York, New York 10019 at 10:00 .donal
time.

In connection with the meeting, we enclose a naifdte meeting, a proxy statement and a proxy.daedhilec
information relating to Travelzoo’s activities aogerating performance is contained in our 2006 AhReport on
Form 10-K, as filed with the Securities and Excleaf@mmission, which is also enclosed.

Whether or not you plan to attend the Annual MagtihStockholders, please vote your shares via witil the
enclosed proxy card. Please note that you candattenmeeting and vote in person, even if you hpegiously
voted by proxy. If you plan to attend the meetingérson, please provide advance notice to Trawedgachecking
the box on your proxy card. In addition, you magyide notice to Travelzoo that you plan to attemgérson by
delivering written notice to Travelzoo’s Corpor&ecretary at 590 Madison Avenue, 21st Floor, NewkyNew
York 10022.

If you hold your shares in street name throughréplroker, or other nominee, please bring idesatfon and
proof of ownership, such as an account statemeletter from your bank or broker, for admittancefte meeting.
An admission list containing the names of all af¢é planning to attend will be placed at the regjisin desk at the
entrance to the meeting. You must check in to lmeitheld.

Travelzoo will make available an alphabetical ¢tisstockholders entitled to vote at the meetingefoaminatior
by any stockholder during ordinary business houiiavelzoos principal executive offices, located at 590 Mad
Avenue, 21st Floor, New York, New York 10022, fentdays prior to the meeting. A stockholder maynéra the
list for any legally valid purpose related to theeting.

On behalf of the entire Board of Directors, we |dokward to seeing you at the meeting.

Sincerely,

RALPH BARTEL
Chairman of the Board of Directors, President,
and Chief Executive Offict
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TRAVELZOO INC.

590 Madison Avenue
21st Floor
New York, New York 10022

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on June 14, 2007

To the Stockholders of Travelzoo Inc.:

NOTICE IS HEREBY GIVEN that the Annual Meeting aioSkholders of Travelzoo Inc., a Delaware
corporation, will be held on Thursday, June 14,72@Q 10:00 a.m., local time, at The Warwick Ho&&,West
54th Street, New York, New York 10019, for the éoling purposes:

1. To elect five directors for terms expiring in0&) and

2. To transact such other business as may propentg before the Meeting or any adjournment or
postponement of the Meeting.

Only stockholders of record at the close of busiresApril 17, 2007 may vote at the Meeting. Yoatevis
important. Whether you plan to attend the AnnuakMe or notplease cast your vote by completing, dating and
signing the enclosed proxy card and returning it \a mail to the address indicated. If you attend the meeting
and prefer to vote in person, you may do so evgoufhave previously voted by proxy.

By Order of the Board of Directors,
TRAVELZOO INC.

WAYNE LEE
Corporate Secretary
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PROXY STATEMENT

FOR THE TRAVELZOO INC.
2007 ANNUAL MEETING OF STOCKHOLDERS

INFORMATION ABOUT THE ANNUAL MEETING

Why am | receiving these proxy materials?

Travelzoo’s Board of Directors is soliciting progit be voted at the 2007 Annual Meeting of Stotdkdrs.
This proxy statement includes information aboutifiseies to be voted upon at the meeting.

On or about May 10, 2007, we intend to mail thesxy materials to all stockholders of record at¢lase of
business on April 17, 2007. On the record dateethere 15,250,479 shares of our common stockandstg.
Where and when is the Annual Meeting?

The Annual Meeting of Stockholders will take plameJune 14, 2007 at The Warwick Hotel, 65 West
54th Street, New York, New York 10019. The meetiillj begin at 10:00 a.m. local time.

What am | voting on?

We are asking our stockholders to elect five doect

How many votes do | have?

You have one vote for each share of our commorkstat you owned at the close of business on Al
2007, the record date. These shares include:

« Shares held directly in your name as*stockholder of recor” and

» Shares held for you as the beneficial owner thraubhoker, bank, or other nominee”street nam”

If I am a stockholder of record, how can | vote myshares?

You can vote by proxy or in person.

How do | vote by proxy?

If you are a stockholder of record, you may votaryaroxy by mail. If you receive a paper copy of Proxy
Statement, simply mark the enclosed proxy card; datl sign it, and return it in the postage paicekape providec
If you receive the Proxy Statement via e-mail, péeprint the attached proxy card, date and sigmd,return it via
mail to Travelzoo Inc., Attention: Corporate Seargf 590 Madison Avenue, 21st Floor, New York, Néark
10022.

If you vote by proxy, the persons named on the ¢godr “proxies”) will vote your shares in the mamryou
indicate. You may specify whether your shares shbalvoted for all, some or none of the nomineeslif@ctor or
any other proposals properly brought before theuahMeeting. If you sign your proxy card and do imalicate
specific choices, your shares will be voted “FORE tlection of all nominees for director. If anhet matter is
properly brought before the meeting, your proxidbwate in accordance with their best judgment.tidé¢ time of
submitting this Proxy Statement for printing, westtnof no matter that is required to be acted aheAnnual
Meeting other than those discussed in this Proajegtent.

If you wish to give a proxy to someone other thHam ppersons named on the enclosed proxy card, ygisirike
out the names appearing on the card and writeeiméime of any other person, sign the proxy, angetdt to the
person whose name has been substiti
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May | revoke my proxy?
If you give a proxy, you may revoke it in any orfdloee ways:

« Submit a valid, late-dated proxy before the Annual Meetil
» Notify our Corporate Secretary in writing before thnnual Meeting that you have revoked your prax

« Vote in person at the Annual Meetir

How do | vote in person?

If you are a stockholder of record, you may castryte in person at the Annual Meeting.

If I hold shares in street name, how can | vote mghares?

You can submit voting instructions to your brokenominee. In most instances, you will be ableddhds ove
the Internet or by mail. Please refer to the votirgjruction card included in the materials proddby your broker
or nominee.

What vote is required to approve each proposal?

Each share of our common stock is entitled to mte with respect to each matter on which it istetito vote
Our directors are elected by a plurality of votekich means that the nominees who receive theggeatimber of
votes will be elected. Under our bylaws, a majooityhe shares present at the meeting in persby proxy is
required for approval of all other items.

In order to have a valid stockholder vote, a stodtér quorum must exist at the Annual Meeting. Amgum
will exist when stockholders holding a majoritytbé outstanding shares of our stock are preseéheaheeting,
either in person or by proxy.

If a broker indicates on its proxy that it does have authority to vote certain shares held ire&ttname” on
particular proposals, the shares not voted (“broker-votes”) will not have any effect with respezsuch
proposals. Broker non-votes occur when brokersaldnave discretionary voting authority on certaiogmsals and
the beneficial owner has not instructed the brdiey to vote on these proposals.

Ralph Bartel holds an aggregate of 7,649,407 sludresr common stock, representing approximately 6%
of the outstanding shares as of March 31, 2007asendicated that he intends to vote in favorllobfathe director
nominees.

Who is paying the costs of soliciting these proxi@s

We are paying the cost of preparing, printing, mgiknd otherwise distributing these proxy matserig¥e will
reimburse banks, brokerage firms, and others feir tkasonable expenses in forwarding proxy masetia
beneficial owners and obtaining their instructiofgew of our officers and employees may also paotite in the
solicitation, without additional compensation, Bjephone, e-mail, other electronic means, or isqer

Where can | find the voting results of the meeting?

We intend to announce preliminary voting resulthatmeeting. We will publish the final resultsoar
Quarterly Report on Form 10-Q for the second quaft@007, which we intend to file on or before Awsg9, 2007.
You can obtain a copy of the Form 10-Q by logging® Travelzoo’s investor relations Web site at
www.travelzoo.com/ily calling the Securities and Exchange CommissigB8@0) SECB0330 for the location of tr
nearest public reference room, or through the EDG#H&em atvww.sec.goMnformation on our Web site does not
constitute part of this proxy statement.
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ELECTION OF DIRECTORS (PROXY ITEM NO. 1)

Under Travelzoo’s certificate of incorporation, thember of directors of Travelzoo is fixed, and rbay
increased or decreased from time to time, by réisolwf the Board of Directors. Each director hotdfice for a
term of one year, until the annual meeting of shadters next succeeding the director’s electionwamtd a
successor is elected and qualified or until théeaesignation or removal of the director. Mr.|RaBartel,

Mr. Holger Bartel, Mr. Ehrlich, Mr. Neale-May, amdls. Urso are currently directors of Travelzoo.

Nominees for a One-Year Term That Will Expire in 2®8:

The ages, principal occupations, directorships haftlother information as of March 31, 2007, wibkpect to
our nominees are shown below.

Name Age Position
Ralph Bartel, Ph.D.(2) 41  Chairman of the Board of Directors,
President, and Chief Executive Offic

Holger Bartel, Ph.D. 40 Director and Executive Vice Preside
David J. Ehrlich(1 44  Director
Donovan Neal-May(1)(3) 54  Director
Kelly M. Urso(1)(2)(3) 41  Director

(1) Member of the Audit Committe
(2) Member of the Compensation Commit
(3) Member of the Disclosure Committ

Each of the director nominees listed above wagedetio be a director at the Company’s Annual Megtih
Stockholders held on June 1, 2006. Our board eftirs has determined that each of Mr. Ehrlich, Nirale-May,
and Ms. Urso meet the independence requiremertkedisting standards of the National AssociatibSecurities
Dealers (the “NASD").

Ralph Bartel, Ph.D.founded Travelzoo in 1998 and has served as ourr@aa of the Board of Directors,
President and Chief Executive Officer since inaaptPrior to September 2006, Mr. Bartel also seagthe
Company'’s Chief Financial Officer. Prior to his faling of Travelzoo, from 1996 to 1997, Mr. Bartelsva
Managing Assistant at Gruner + Jahr AG, the magadivision of Bertelsmann AG. Mr. Bartel holds alPhin
Communications from the University of Mainz, Germpaa Ph.D. in Economics from the University of Gallen,
Switzerland, an MBA in Finance and Accounting frire University of St. Gallen, Switzerland, and askéa’s
degree in Journalism from the University of EickstaGermany.

Holger Bartel, Ph.D.has served as a director since June 2005 and eete@lExecutive Vice President in 2(
after serving as Vice President of Sales and Manfgesince 1999. From 1995 to 1998, Mr. Bartel was a
Engagement Manager at McKinsey & Company in Loséleg From 1992 to 1994, Mr. Bartel was a research
fellow at Harvard Business School. Mr. Bartel hadaisMBA in Finance and Accounting and a Ph.D. iornmics
from the University of St. Gallen, Switzerland. ldehe brother of Ralph Bartel.

David J. Ehrlichhas served as a director since 1999. Since M&®@#, Mr. Ehrlich has served as Chief
Executive Officer of ParAccel, Inc., a technologgmpany. From 2003 to 2006, Mr. Ehrlich was SenimeV
President, Marketing and Chief Strategy OfficeNetlQ Corporation. From 1998 to 2002, Mr. Ehrlicaswice
President, Product Management and Strategic Pamtnfer Visual Networks, Inc. From 1993 to 1998,.Mihrlich
worked as a consultant for McKinsey & Company. Eirlich holds a bachel@’degree in Sociology from Stanfc
University, a Master’s degree in Industrial Engireg from Stanford University, and an MBA from Hard
Business School.

Donovan Neale-Maklias served as a director since 1999. Since 198Md&le-May has been President of
Neale-May & Partners, an independent marketing and conications firm with 60 full-time professionals itsi
Silicon Valley and New York offices. Mr. Neale-M#&yrmed the firm in 1987 after running Ogilvy & Maths Wes
Coast PR operations for five years.
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Kelly M. Ursohas served as a director since 1999. Since 2083Uké0 has been a principal at K. M. Urso &
Company, LLC. From 2001 to 2003, Ms. Urso was aatitorney with Reynolds & Rowella LLP. From 1997 to
2001, Ms. Urso was the leader of the expatriategytayp at General Electric International, Inc. Msso holds a
bachelor’s degree in business administration fleenUniversity of Cincinnati and a Juris Doctor dagfrom the
Thomas M. Cooley Law School in Lansing, Michigan.

The Board of Directors is not aware that any nominamed in this Proxy Statement is unwilling orhlado
serve as a director. If, however, a nominee is aitavle for election, your proxy authorizes the eandesignees to
vote for a replacement nominee if the Board of Etmes names one.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE SE NOMINEES.

Board Meetings and Committees

The Board of Directors has appointed an Audit Cotteaj a Compensation Committee, and a Disclosure
Committee. Below is a table indicating the membigrsii each of the Audit Committee, Compensation Guttee,
and Disclosure Committee and how many times thedBofDirectors and each such committee met irafigear
2006. Each of Mr. Ralph Bartel, Mr. Holger Bartdk. Ehrlich, Mr. Neale-May, and Ms. Urso attendedeast
75 percent of the total number of meetings of thar# of Directors and of the committees on whiclohshe

serves.
Board Audit Compensatior  Disclosure

Mr. Ralph Barte Chair Chair

Mr. Holger Bartel Membe

Mr. Ehrlich Membe Chair

Mr. Neale-May Membe Membe Membel

Ms. Urso Membe Membe Member Chair

Number of 2006 Meeting 4 6 1 4

The Company does not require that directors atiead\nnual Meeting. Ralph Bartel, our Chairmanhsf t
Board of Directors, and Ms. Urso were the only clines who attended the 2006 Annual Meeting.

Audit Committee

The Audit Committee’s primary responsibilities &meoversee and monitor (i) the integrity of Trawvels
financial statements, (ii) the qualifications andépendence of our independent registered puldisuating firm,
(iii) the performance of our independent registguetlic accounting firm and internal audit stafidg(iv) the
compliance by Travelzoo with legal and regulat@guirements. A complete description of the committe
responsibilities is set forth in its written charta copy of which is attached as Appendix A. Thel&h Committee is
responsible for appointing the independent regist@ublic accounting firm and is directly respotesiior the
compensation and oversight of the work of our irghelent registered public accounting firm. The A@bmmittee
is composed solely of independent directors asddfin the listing standards of the National Asatich of
Securities Dealers and operates under a writterterhedopted by the entire Board of Directors. Bloard has
determined that Mr. Neale-May qualifies as an acoibmittee financial expert within the definitioh®EC
regulations.

Compensation Committee

The Compensation Committee reviews and approvesaimpensation and benefits for the Company’s
executive officers and directors, and makes recomadigittons to the Board of Directors regarding suelttens. The
Compensation Committee also approves the Compayisequity incentive plans. The Compensation Cotesit
further reviews and discusses with management timep@nsation Discussion and Analysis. The Compensati
Committee does not have a charter. The Reporteo€thmpensation Committee is included on page 12.
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Disclosure Committee

The Disclosure Committee’s primary responsibilities (i) to design, establish and evaluate confmotsother
procedures that are designed to ensure the accanactimely disclosure of information to the SE@ @amvestment
community and (ii) to review and supervise preparadf all SEC filings, press releases and otheably
disseminated correspondence.

Nominating Committee

Travelzoo does not have a nhominating committe@@Board of Directors. Since it is a “Controlledn@many”
under Rule 4350(c)(5) of the NASD Manual, on acdafrthe stock ownership by Ralph Bartel, such mmittee is
not required. Through his share ownership, Mr. R&grtel is in a position to control Travelzoo docklect our
entire board of directors. Mr. Ralph Bartel conssdeandidates for director nominees.

Communications With Directors

The board has established a process to receive ooimations from stockholders. Stockholders androthe
interested parties may contact any member (or athbrers) of the board, or the non-management dieata
group, any board committee or any chair of any ssorhmittee by mail. To communicate with the boatrd o
directors, any individual directors or any groupcommittee of directors, correspondence shoulddoleessed to the
board of directors or any such individual directorgroup or committee of directors by either namétle. All suct
correspondence should be sent “c/o Corporate $egtett Travelzoo Inc., 590 Madison Avenue, 21stdf] New
York, NY 10022.

All communications received as set forth in thecping paragraph will be opened by the Corporatecsary
for the sole purpose of determining whether theemts represent a message to our directors. Angctmthat are
not in the nature of advertising, promotions ofaduct or service, patently offensive material @tters deemed
inappropriate for the board of directors will beviarded promptly to the addressee. In the caserafrtunications
to the board or any group or committee of diregttive Corporate Secretary will make sufficient espdf the
contents to send to each director who is a memiieagroup or committee to which the correspondéaac
addressed.

Audit Committee Report

The information contained in this report shall hetdeemed to be “soliciting material” or “filed” thithe SEC
or subject to the liabilities of Section 18 of thecurities Exchange Act of 1934, as amended (tkeli&nge Act”),
except to the extent that Travelzoo specificallyoiporates it by reference into a document filedesrthe Securitie
Act of 1933, as amended (the “Securities Act”)ler Exchange Act.

The Audit Committee oversees Travelzoo’s finanm@glorting process on behalf of your Board of Dioest
Management is primarily responsible for the finahstatements and reporting processes includingytbiems of
internal controls, while the independent auditaesrasponsible for performing an independent aafditravelzoo’s
consolidated financial statements in accordancle aiditing standards of the Public Company Accaognti
Oversight Board (“PCAOB”), and expressing an opinim the conformity of those financial statemenitsiw
accounting principles generally accepted in thetdéthBtates.

In this context, the committee has met and heldudisions with management and the independent asidito
regarding the Company’s audited consolidated firdstatements. The committee discussed with Tzaes
independent auditors the overall scope and plathfor audit. The committee met, at least quartevith the
independent auditors, with and without managemesggnt, and discussed the results of their examimgttheir
evaluations of Travelzoo’s internal controls, ane overall quality of Travelzoo’s financial repodi Management
represented to the committee that Travelzoo’s dafeted financial statements were prepared in azoare with
accounting principles generally accepted in theté¢hBtates. The committee has reviewed and disgisse
consolidated financial statements with managemeditiae independent auditors, including their judgteeas to the
quality, not just the acceptability, of Travelzoascounting principles and such other matters esegyuired to be
discussed with the committee under auditing statedaf the PCAOB.
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Travelzoo’s independent auditors also providedheodommittee the written disclosures required lay th
Independence Standards Board Standard No. 1 (Indepee Discussions with Audit Committees), and the
committee discussed with the independent auditaisfirm’s independence, including those mattegsiired to be
discussed by Statement on Auditing Standards No. 61

In reliance on the reviews and discussions refawebove, the committee recommended to the Bdard o
Directors (and the Board of Directors has approviedf the audited financial statements be includdade Annual
Report on Form 10-K for the fiscal year ended Dewen31, 2006 for filing with the SEC. The committess not
yet selected Travelz's independent auditors for fiscal year 2007.

While the committee has the responsibilities angtgrs set forth in its charter, it is not the dufytte
committee to plan or conduct audits or to deterntiiae Travelzoo’s financial statements are compdei accurate
and are in accordance with generally accepted aticmuprinciples. This is the responsibility of nemement and
the independent auditor. Nor is it the duty of tbenmittee to conduct investigations or to assuregiance with
laws and regulations and Travelzoo’s business attrjhlicies.

Audit Committee

David J. Ehrlich (Chairman)
Donovan Neale-May
Kelly M. Urso

Director Compensation

Directors who are employed by the Company or its&liaries do not receive compensation for seraisg
directors. Directors who are not employees of thenfany or its subsidiaries are entitled to recestain retainers
and fees. On June 9, 2006, the Compensation Coeamétiewed its director compensation policy arndreined
that adjustments were necessary in order for thmp@ay to attract and retain qualified independeatrth member:
Taking into consideration statistical informatiooyided in the 2006 Director Compensation Repotiighed by
the National Association of Corporate Directorg @ompensation Committee adjusted the retainersnamting
fees as follows:

* Increase the annual board member retainer to $80;6th $26,000

* Increase the audit committee chair retainer toCKBDfrom $26,00C

* Increase the fee for attendance of a board mettifd,680 from $1,50(

« Increase the fee for attendance of an Audit Conemitbeeting to $2,800 from $2,5(

« Increase the fee for attendance of a Disclosurer@ittee meeting to $1,680 from $1,5(

« Increase the fee for attendance of a Compensatiom@ttee meeting to $2,800 from $2,500; i
« Increase the fee for attendance of a strategy netdi$4,480 from $4,00!

We also reimburse non-employee directors for oytaxfket expenses incurred in connection with attend
meetings.
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The following table shows compensation informafienTravelzoo’s non-employee directors for fiscahy
ended December 31, 2006.
Change in

Pension Value
and Nonqualified

Fees Earnel Non-Equity Deferred
or Paid in Stock Option Incentive Plan Compensation All Other
Cash Awards Awards Compensatior Earnings Compensatior Total
Name % $ % % $ [6)) $
Mr. Ehrlich $ 81,48( — — — — — $81,48(
Mr. Neale-May $ 54,36( — — — — —  $54,36(
Ms. Urso $ 59,48( — — — — —  $59,48(

Security Ownership of Certain Beneficial Owners andManagement

The following table shows the amount of our comratatk beneficially owned as of March 31, 2007 by
(a) each director and nominee, (b) each named &xealfficer, (c) all executive officers and direcs as a group,
and (d) each person known by the Company, as oémber 31, 2006, to beneficially own more than 5%hef
outstanding shares of common stock. In generatest@eneficially owned” include those shares apeihas or
shares the power to vote, or the power to dispbise o

Beneficial Ownership
Number of Percent

Beneficial Owner Shares(1l) of Total(2)
Directors and Named Executive Officers

Holger Bartel(3 99,22( *
Ralph Bartel(4 9,820,82. 56.31%
David J. Ehrlick — —
Wayne Lee — —

Christopher Loughlit 55C *
Donovan Neal-May — —
Shirley Tafoye —
Kelly M. Urso(5) 17,72t *

Directors and executive officers as a group (1&qes)(6) 9,938,33. 56.92%
Persons Owning More Than 5% of Common Stocl
Prudential Financial, Inc.( 967,13: 6.34%

751 Broad Street
Newark, New Jersey 071(
Barclays Global Investors, NA( 918,48: 6.02%
45 Fremont Street
San Francisco, California 941

* Less than 19

(1) Except as otherwise indicated and subject to agipliccommunity property laws, the persons nameken
table have sole voting and investment power wisipeet to all their shares of common stc

(2) For each person and group indicated in this tgd@ecentage ownership is calculated by dividingrthmber o
shares beneficially owned by such person or grgughd® sum of 15,250,479 shares of common stock
outstanding as of March 31, 2007, plus the numbshares of common stock that such person or ghawap
the right to acquire within 60 days after March 3Q07.

(3) Holger Bartel indirectly holds 1% of TZOO Inc., whiis the holder of 7,726,674 shares and options to
purchase 2,193,349 shares, through HBT Corporati@ Includes options to purchase 21,933 shareshwhi
are currently exercisable or will be exercisabléhimi 60 days of March 31, 200
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(4) Ralph Bartel indirectly holds 99% of TZOO Inc., whiis the holder of 7,726,674 shares and options to
purchase 2,193,349 shares, through the Ralph BA®8 Trust. Includes options to purchase 2,171skbes
which are currently exercisable or will be exerbisawithin 60 days of March 31, 20C

(5) Consists of options to purchase 17,725 shares vanileurrently exercisable or will be exercisabighin
60 days of March 31, 200

(6) Includes options to purchase 2,211,074 shares vanekurrently exercisable or will be exercisabithin
60 days of March 31, 200

(7) Based solely on information reported on a Schetl8{@ filed with the Securities and Exchange Comruoissi
on February 9, 2007 by Prudential Financial, Ins.oADecember 31, 2006, 967,131 shares were bailfic
held by Prudential Financial, Inc. of which it pessed sole voting and dispositive power to 268s3@0es
and shared voting and dispositive power to 69838&ires

(8) Based solely on information reported on a Schetl8{@ filed with the Securities and Exchange Comruissi
on January 23, 2007 by Barclays Global Investors, As of December 31, 2006, 918,482 shares were
beneficially held by Barclays Global Investors, IdAd its affiliated entities of which it possesselés/oting
power to 898,571 shares and dispositive power 848D shares

Section 16(a) Beneficial Ownership Reporting Compdince

Under Section 16(a) of the Securities Exchangeof3934, the Compang’directors, executive officers and
beneficial holders of more than 10% of the Compamgmmon stock are required to file reports of awhip and
changes in ownership with the Securities and Exgb&@ommission. Such directors, executive officaid a
beneficial holders of more than 10% of the Compamgmmon stock are required by SEC regulationartugh the
Company with copies of all Section 16(a) forms tfiky

To the Company’s knowledge, based solely on a wewiethe copies of such forms furnished to the Canyp
or written representations from reporting persoves pelieve that during fiscal 2006, all Sectiona)@{ling
requirements were satisfied on a timely basis thithexception of Shirley Tafoya, our Senior Vicedtdent of
Sales, who did not file a Form 3 at the time sheab®e a reporting person of the Company. Ms. Taf@gadvised
the Company that she does not hold, and has nd&ing of the Company’s securities.

Code of Ethics

We have adopted a code of ethics that appliest&bief Executive Officer, our Chief Financial Qffir, and
our Controller for North America. This code of ethis posted on our Web site located at
www.corporate.travelzoo.com/governancé/e intend to satisfy the disclosure requiremerttan Item 10 of
Form 8-K regarding an amendment to, or waiver framrovision of this code of ethics by posting sinfbrmation
on our Web site, at the address and location spdabove. A copy of the code of ethics is alsadlalbbe in print to
stockholders and interested parties without chapgen written request delivered to our Corporate&acy at
Travelzoo Inc., 590 Madison Avenue, 21st Floor, Néavk, NY 10022.

Executive Compensation
Compensation Discussion and Analysis
Overview of Compensation Program

The following Compensation Discussion and Analysis;CD&A,” describes our overall compensation
philosophy and the primary components of our corapton program. Furthermore, the CD&A explainsphaces:
by which the Compensation Committee or “Committéetermined the 2006 compensation for our Chief Etee
Officer, Chief Financial Officer and three othershbighly compensated officers, as named in therSamy
Compensation Table on page 13. We refer to thebeduals collectively as the “named executivesthm “named
executive officers.”
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Compensation Philosophy and Objectives

The fundamental objectives of our executive compgais program are to attract and retain highly ifjedal
executive officers, motivate these executive offde materially contribute to our long-term busissuccess, and
align the interests of our executive officers atutisholders by rewarding our executives for indiatdand
corporate performance based on targets establshtéte Committee.

We believe that achievement of these compensatimgrgm objectives enhances long-term profitabdityl
stockholder value. The elements utilized to helpeae the Committee’s objectives include the follogy

« Accountability for Individual Performanc Compensation should in large part depend on dinged
executivés individual performance in order to motivate ankirwledge the key contributors to our succ

« Recognition for Business Performan Compensation should take into consideration eerall financial
performance and overall growl

* Attracting and Retaining Talented Executiv Compensation should generally reflect the cortipeti
marketplace and be designed to attract and retg@r®r employees in key competitive positic

We implement our compensation philosophy througtingebase salaries for our executive officersptigh the
use of our executive bonus plan and through revig\aind approving other terms of employment agreésnen

Compensation Determination Process

Compensation Committee Membershe Committee is responsible for establishingregeing and reviewing
executive compensation policies and for approviadjdating and benchmarking the compensation amefiis for
named executive officers. The Committee is alspaesible for determining the fees paid to our a@slirectors.
The Committee includes Mr. Ralph Bartel (Chair) &l Kelly M. Urso. Ms. Urso satisfies the independe
requirements of the National Association of Se@siDealers. The Compensation Committee does vetdha
charter.

Role of ManagementDuring 2006, the Committee engaged in its annexdbw of executive compensation
with the goal of ensuring the appropriate comborabtf fixed and variable compensation linked tavidilal and
corporate performance. In the course of its revibe,Committee considered the advice and input@fQompany’s
CEO and data prepared by management, includingn@&ason of the current compensation of the namedwdive
officers with publicly available industry data froftne Wall Street Journal. The Wall Street Jourréditilized by
the Committee included salary and total compensatiformation based on the title, job descriptiangd geographi
location of similarly situated executives. The msighificant aspects of the CEO’s role in the congation
determination process are evaluating employee padoce, establishing business performance tamgedts and
objectives and recommending salary and bonus levels

The Committee compared the compensation receivedebompany’s named executive officers with the
levels of compensation received by similarly sidgagxecutives in the same geographic locatiorght bf the
named executives’ responsibilities, performancegeernce and tenure, in order to arrive at thd tmapensation
package for each of the named executive officersome cases, the compensation package that thmitem
awarded a named executive officer was at or befmamedian compensation received by executiveshpamall
Street Journal data, while in other instances tlepensation was higher due to the individual namextutive’s
responsibilities, performance, experience and &nur

Mr. Bartel did not participate in the determinatiofrhis compensation during 2006. The Committeendid
engage an outside consulting firm to provide adeice&xecutive compensation.
Components of Executive Compensation

The Committee has structured an executive compengatogram comprised of base salary, cash bondis an
non-equity incentive pay.
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Base Salary. The Committee considered two types of potentakbsalary increases for the named executive
officers in 2006: (1) “merit increases” based ugach named executive’s individual performance;@nd/
(2) “market adjustments” based upon the salaryedagsimilarly situated executives.

In determining merit increases, the Committee atersithe specific responsibilities of the executind the
executive’s overall performance and tenure withGoenpany. In addition, the Committee also consitlegsCEQO’s
evaluation of each named executive officer in mgkhre decision regarding merit increases.

The Committee determines any market adjustmentsdoas the Committee’s comparison of the executive’s
compensation with statistical information on averagmpensation for similarly situated executived th publicly
available through the Wall Street Journal.

During 2006, the Committee increased the salafiiseonamed executive officers effective July 10@@s
follows:

+ Ralph Barte’'s base salary increased from $350,000 to $367

« Wayne Le’s base salary increased from $140,000 to $170&f@xtive as of June 12, 200!
» Holger Barte's base salary increased from $320,000 to $336

« Christopher Loughli's base salary increased from $218,390 to $368:58{

« Shirley Tafoyi's base salary increased from $330,000 to $346

After these base salary increases, Mr. Ralph Bsyrtdr. Holger Bartel’s and Mr. Lee’s base salagynained
below the level of compensation for similarly steexecutives. Ms. Tafoyabase salary was set above the me
level of compensation for similarly situated exéoes based on the Committee’s evaluation of Msoya$ specific
experience and the competition for similarly quatifexecutives in its market.

Executive Bonus Planwe believe that the Executive Bonus Plan provtdesCompany with a valuable tool to
assist in focusing executives on accomplishing atamal and financial objectives over the Compamyiarterly
periods. The plan is designed to reward the Comipaxecutives for achieving their quarterly targetsset per the
Company’s Master Budget.

On June 9, 2006, the Committee amended the ExecBtimus Plan and renamed the plan the North America
Executive Bonus Plan, effective July 1, 2006. Timmant of the quarterly bonus was increased from@ibto
$50,000. The Committee determined that the incremtiee bonus available would provide a higher llefe
incentive on accomplishing the Company’s operatiand financial objectives.

As of July 1, 2006, the Committee determined tlidhe named executive officers, Mr. Ralph Bartel,
Mr. Holger Bartel, Mr. Wayne Lee and Ms. Shirleyf@ga would be eligible to participate in the NoAmerica
Executive Bonus Plan; such named executives alectiokly referred to in this section as the “peaigating
executives.” Effective as of July 1, 2006, the jpgrating executives were eligible to receive almof $50,000 per
quarter upon the attainment of the following goals:

« both of the following quarterly targets are meilie revenue target as set forth in the CompaNwpish
America Master Budget and there are not more tharctistomers that account for 10% or more of the
Company’s worldwide consolidated revenues for tharter and no single customer accounts for mone tha
15% of the Company’s worldwide revenues for thertpraand (ii) the operating income target as sdhfin
the Compan’s North America Master Budget; a

* two of the following three quarterly targets asfeeth in the Company’s North America Master Budget
met: (i) collections; (ii) subscriber targets; oi) Gtaffing goals.

The North America Master Budget is set at the ha@gm of the year by the CEO and provides quartengets
for revenues, operating expenses, operating incoaténcome, subscribers, headcount, days saletading, and
other financial and non-financial performance nestrirhe Company reserves the right to amend théhManerica
Master Budget at any time and for any reason. Taetgrly targets were not met for the third andtioguarters of
2006 when the plan was in place and no bonusespedueo the participating executives.
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Prior to July 1, 2006, Mr. Ralph Bartel, Mr. Holdggartel, Ms. Shirley Tafoya and Mr. Christopher bblin,
which we refer to as the “first half participatiegecutives” in this section, were eligible to papate in the
Company’s Executive Bonus Plan. Under this plaa fitfst half participating executives were eligibdereceive a
bonus of $15,000 per quarter upon the attainmetiteofollowing goals:

« both of the following quarterly targets, as sethan the Master Budget, are met: (i) revenue taraed
(ii) net income target; ar

* two of the following three quarterly targets asfeeth in the Company’s Master Budget are met:
(i) collections; (ii) subscriber targets; or (is)affing goals

The Master Budget was set at the beginning of &ze oy the CEO and provided quarterly targetsdoenues,
operating expenses, operating income, subscribeagicount, days sales outstanding, and other fimaartd non-
financial performance metrics. The Company resetliedight to amend the Master Budget at any timefar any
reason. The quarterly targets were met for thédusrter of 2006 when the plan was in place a#ti|000 bonus
was paid in April 2006 to the first half participad executives.

Other Incentive Bonus Payln 2006, Ms. Shirley Tafoya and Mr. Christoph@ulghlin also received incentive
bonuses pursuant to the terms of their employmgetesments.

Pursuant to the terms of Ms. Tafoya’s employmen¢@ament dated May 8, 2001, as amended, Ms. Tafoya
received a quarterly commission equal to 1.0% efGlompany’s net advertising revenues generated thhersales
of advertising on th@ravelzoowWebsite and th&op 20newsletter. The commission is capped at 1.0% of the
Company’s net advertising revenues in the secoadejuof fiscal year 2003. In 2006, Ms. Tafoya reeé
$42,878 per quarter, which represents the maximapped amount of the commission.

Pursuant to the terms of Mr. Loughlin’s employmagteement dated May 16, 2005, as amended effective
July 1, 2006, Mr. Loughlin is eligible to receivaagterly and annual bonuses. Mr. Loughgibonuses are payable
British pounds and have been translated into Woarg for the purposes of this summary. Mr. Louglid eligible
to receive the following quarterly bonuses:

Quarterly Bonus Quarterly Bonus

Payment prior to Payment after
Criteria July 1, 2006 July 1, 2006
Revenue goal as defined in the official budgetHarope is me $ 9,21t $ 13,82
Net income goal as defined in the official budgetEurope is me $ 9,21t $ 13,82:
Subscriber goal as defined in the official budgetEurope is me $ 9,21t $ 13,82
Performance evaluation by the Chairman of the Com Up to § 9,21F Upto 13,82:
Total Up to 36,86( Up to § 55,28¢

Under the terms of the annual bonus plan set forMr. Loughlin’s employment agreement, prior tdyJi,
2006, Mr. Loughlin was eligible to receive a 15%ffirsharing bonus based on Travelzoo Europe’sS@mma
operating income (before expenses relating to tbétgharing plan and before taxes) generated fsalas
and/or operations in the UK, with such bonus capgie$ll,842,950. Beginning on July 1, 2006, Mr. Liirgis
eligible to receive 20% of Travelzoo Europe’s pootfia operating income generated from operatiofinope and
such amount is not capped. In 2006, Mr. Loughloereed $129,944 and $0 pursuant to the quartedyaamual
bonus plans, respectively, set forth in his emplegtragreement.

Cash Bonus. In 2006, the CEO decided to award all individwaisployed by the Company as of March 31,
2006 with a $1,500 cash bonus due to the Compaeyfermance and results during the first quarte2@ff6. Such
cash bonus was grossed-up to cover any taxes dumiection with such bonus. The CEO declared sash
bonus in his sole discretion and not pursuant yovenitten plan. At this time, we do not expect take similar
payments in the future. However, the CEO and/oCGbmmittee may determine to declare such bonus eatam
from time to time as deemed reasonable and negegssaward the Company’s employees for the Commany’
overall financial performance and results.

11
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Other Compensation-Related Matters

Perquisites and Additional BenefitsThe Company seeks to maintain an open and inelsilture in its
facilities and operations among executives andra@fmenpany employees. Accordingly, the Company daés
provide executives with reserved parking spacesparate dining or other facilities, nor does tbenBGany have
programs for providing personal-benefit perquisiteexecutives, such as permanent lodging, cluls dueefraying
the cost of personal entertainment. Named execuffi@ers and employees may seek reimbursemeriusiness
related expenses in accordance with our busingssnse reimbursement policy.

Employment AgreementsThe Company has entered into employment agresmstit the named executive
officers, some of which contain severance and chafgontrol provisions. The terms of such emplogime
agreements are described in more detail belo#nmiployment Agreements and Potential Payments Upon
Termination or Change-in-Control.The Committee believes these agreements are@gteofor a number of
reasons including the following:

« the agreements assist in attracting and retainiagugives as we compete for talented employees in a
marketplace where such agreements are commoniyedf

« the change in control provisions require terminaeecutives to execute a release in order to receiv
severance benefits; a

« the change in control and severance provisionsietdin key personnel during rumored or actual
acquisitions or similar corporate chanc

Compensation Committee Report

The information contained in this report shall hetdeemed to be “soliciting material” or “filed” thithe SEC
or subject to the liabilities of Section 18 of thecurities Exchange Act of 1934, as amended (tkeli&nge Act”),
except to the extent that Travelzoo specificallyoiporates it by reference into a document filedesrthe Securitie
Act of 1933, as amended (the “Securities Act”)ler Exchange Act.

The Company’s Compensation Committee has reviewddlscussed the Compensation Discussion and
Analysis with management and, based on such reaeindiscussions, the Compensation Committee recoiede
to the Company’s board of directors that the Corspgan Discussion and Analysis be included in ginesxy
statement on Schedule 14A.

Compensation Committee

Ralph Bartel (Chairman)
Kelly M. Urso

Compensation Committee Interlocks and Insider Parttipation

During 2006, Ralph Bartel, our Chief Executive ©#fi, and Kelly M. Urso were members of the Compens
Committee. Mr. Ralph Bartel did not participatettie determination of his compensation as an exexofficer
during 2006. In 2006, there were no transactiomsden the Company and Mr. Ralph Bartel, other tharpaymer
of Mr. Ralph Bartel's salary and reimbursement ofr(pany-related expenses.

12
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Summary Compensation Table

The following summary compensation table sets forbrmation concerning the compensation to oure€hi
Executive Officer, Chief Financial Officer and terether most highly compensated executive offidering the
fiscal year ended December 31, 2006.

Non-Equity
Stock Option Incentive Plan All Other
Fiscal Salary Bonus Awards Awards Compensatior Compensatior Total
Name and Principal Positior Year $) $) $) $) $)(1) $ (€]
Ralph Barte 200€ $329,72: $1,50((4) — — $ 15,00((6) $ 1,50((9) $347,72:
Chairman, President, and Chief Executive Off
Wayne Lee(2 200€ $154,08: $1,50((4) — —_ — % 3,00((10) $158,58:
Chief Financial Office
Holger Bartel 200€ $328,00( $1,50((4) — — $ 15,00((6) $ 3,00((10) $347,50(
Executive Vice Presidel
Christopher Loughlin(3 200€ $293,49( $1,50((4) — — $  144,9447)$ 16,39¢(11) $456,33(
Executive Vice President, Euro
Shirley Tafoye 200€ $338,25( $2,75((5) — — $ 186,51((8) $ 1,50((9) $529,01(

Senior Vice President of Sal

(1) The amounts reflected in this column reflect thégrenance-based cash awards paid to the namedtesecunder our executive bonus
plan and pursuant to certain employment agreemastdiscussed in the Compensation Discussion aaty#is above. These amounts
were paid during 2006 with the exception of amouhts for the fourth quarter of 2006, which weredgaiJanuary 2007

(2) Mr. Lee became the Chief Financial Officer on Sefier 17, 2006. Mr. Ralph Bartel fulfilled the dwtief this position prior to
Mr. Le€’s appointment

(3) Mr. Loughlin’s compensation is denominated in Biitbounds and was translated into U.S. dollargubia average 2006 daily
exchange rate (£1 = $1.8426 per OANDA Corporatio

(4) Amount consists of a $1,500 bonus payment mad# éorloyees of the Company as of the end of M&th2006

(5) Amount consists of a $1,500 bonus payment mad# émrgloyees of the Company as of the end of M&th2006 and a discretionary
$1,250 employee bonus awa

(6) Amounts consist of bonuses earned during fiscab20@er our executive bonus pli

(7) Of this amount, $129,944 was earned during fise@62under the Quarterly Performance Bonus Plathgeterms of Mr. Loughlin’s
employment agreement and $15,000 was from bonasasaduring fiscal 2006 under our executive bgias.

(8) Of this amount, $171,510 was from commissions ehcheing fiscal 2006 under the terms of Ms. Tafsy@mployment agreement and
$15,000 was from bonuses earned during fiscal 20@@r our executive bonus plé

(9) Amount consists cgros«-up for taxes on bonus paymen

(10) Amount consists of the Company’s matching contrdubf $1,500 under the tax-qualified 401(k) Plad 1,500 for the gross-up for
taxes on bonus paymen

(11) Amount consists of the Company'’s contribution 053#9 to the UK Employee Pension Contribution Rlad $947 for the gross-up of
taxes on bonus paymen

13
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Grants of Plan-Based Awards

The following table sets forth certain informataith respect to non-equity incentive plan awardm¢gd to
each of our named executive officers during theafiyear ended December 31, 2006.

Estimated Possible Payouts Unde
Non-Equity Incentive Plan Awards

Threshold Target

Name ($) (%)

Ralph Bartel(1 — 130,00(
Wayne Lee(1 — 100,00(
Holger Bartel(1] — 130,00(
Chris Loughlin(1) — 30,00(
Chris Loughlin(2) — 184,29!
Shirley Tafoya(1, — 130,00(

Shirley Tafoya(3 — 171,51(

(1) Amount represents the potential payments undequlaeterly incentive bonus pay program. The business
measurements and performance goals for determih@gayout are described in the Compensation
Discussion & Analysis

(2) Amount represents the potential quarterly bonusnaags under the terms of Mr. Loughlin’s employment
agreement. Mr. Loughlin was also eligible for am@el bonus payment which did not have a targetgdyia
amount, as the amount that Mr. Loughlin may rec&vesuch bonus is not capped. The measurements for
determining the quarterly and annual payouts aserdeed in the Compensation Discussion & Analy

(3) Amount represents the potential commission paymemder the terms of Ms. Tafoya’s employment
agreement. The measurement for determining theypa@ye described in the Compensation Discussion &
Analysis.

Outstanding Equity Awards at December 31, 2006

The following table sets forth certain informatiooncerning equity awards for each of our named gikex
officers that remained outstanding as of DecembePB806.

Number of Number of

Securities Securities

Underlying Underlying

Unexercisec Unexercised Option Exercise Option

Options (#) Options (#) Price Expiration
Name Exercisable Unexercisable (%) Date
Ralph Barte 29,70( — 2.0C 10/30/201.
Ralph Barte 4,95( — 3.0C 3/25/201.
Holger Bartel 30C — 2.0C 10/30/201.
Holger Bartel 50 — 3.0C 3/25/201.

Option Exercises and Stock Vested

For the year ended December 31, 2006, there weoptian exercises or stock vested.

Employment Agreements and Potential Payments UponéeFmination or Change-in-Control

The Company has employment agreements with its daxecutive officers and certain other employeée T
employment agreements as of December 31, 2006thégt&ompany’s named executive officers are destribe
below.

Mr. Ralph Bartel entered into an employment agregmth the Company on April 1, 2000. Pursuante t
terms of the agreement, Mr. Ralph Bartel is aniitemployee and the Company or Mr. Ralph Bartelyma
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terminate the agreement, with or without causenupm weeks prior written notice. Mr. Ralph Baritehot entitled
to receive any severance or change of control iteneafder the terms of the agreement. Mr. RalpheB&s paid a
base salary and is eligible to participate in tlen@any’s executive bonus plan. In addition, Mr.gRaBartel is
entitled to participate in or receive such benefitder the Company’s employee benefits plans afidig®as may
be in effect from time to time.

Mr. Ralph Bartel agreed that the Company will owy discoveries and work product (as defined in the
agreement) made during the term of his employmedta assign all of his interest in any and allhsdiscoveries
and work product to the Company. Furthermore, MipR Bartel agreed to not, directly or indirectgrform
services for, or engage in, any business competitith the Company during the period of his emplepmHe also
agreed to not, directly or indirectly, solicit tB®mpany’s customers or employees during the terhisof
employment and for a period of one year thereafter.

Mr. Wayne Lee entered into an employment agreeméhtthe Company on December 9, 2005. Pursuarite
terms of the agreement, Mr. Lee is an at-will eppand the Company or Mr. Lee may terminate theesgent,
with or without cause, upon two weeks prior writtestice. Mr. Lee is not entitled to receive anyesance or
change of control benefits under the terms of tre@ment. Mr. Lee is paid a base salary and ifeshto
participate in or receive such benefits under tben@any’s employee benefits plans and policies aslman effect
from time to time.

Mr. Lee agreed that the Company will own any digg@s and work product (as defined in the agreement
made during the term of his employment and to asaligof his interest in any and all such discoser@nd work
product to the Company. Furthermore, Mr. Lee agteatbt, directly or indirectly, perform services for engage
in, any business competitive with the Company dicédhe Company’s customers or employees durigterm of
his employment and for a period of one year théeeaf

Ms. Shirley Tafoya entered into an employment agesg with the Company on May 8, 2001. Pursuantéo t
terms of the agreement, Ms. Tafoya is an at-wilplxypee and the Company or Ms. Tafoya may termitiete
agreement, with or without cause, upon two weela mrritten notice. However, if Ms. Tafoya’'s emplognt is
terminated at any time due to a change of cona®dgfined in the agreement) or if she is not effex position of
comparable pay and responsibilities in the samgrmghic area in which she worked immediately pigoa change
of control, Ms. Tafoya will be entitled to receiller base salary and medical benefits for a six mpatiod in
exchange for executing a general release of clagrte the Company. Assuming that Ms. Tafoya wasiteated by
the Company as of December 31, 2006 following angbaf control of the Company, Ms. Tafoya wouldeinditled
to receive $173,250 and the company would incuit@dé! expenses for medical benefits of approxehe$4,575.

Ms. Tafoya is paid a base salary and is eligibleauicipate in the Company’s executive bonus plan.
Ms. Tafoya also receives a 1.0% commission on axtrdising revenues (as defined in the agreememtgated
from the sales of advertising on theavelzooWebsite and th@op 20newsletter; such commission is capped at
1.0% of the Company’s net advertising revenuehénsecond quarter of 2003. In addition, Ms. Tafisyentitled to
participate in or receive such benefits under tben@any’s employee benefits plans and policies aslman effect
from time to time.

Ms. Tafoya agreed that the Company will own angaligries and work product (as defined in the agezgm
made during the term of her employment and to assigof her interest in any and all such discoz®and work
product to the Company. Furthermore, Ms. Tafoy@egdtto not, directly or indirectly, solicit the Cpany’s
customers or employees during the term of her eynpbmt and for a period of one year thereafter.

Mr. Holger Bartel entered into an employment agreeivith the Company on November 1, 2000. Purstoant
the terms of the agreement, Mr. Holger Bartel imawill employee and the Company or Mr. HolgertBamay
terminate the agreement, with or without causenupm weeks prior written notice. Mr. Holger Barighot
entitled to receive any severance or change ofebipénefits under the terms of the agreement.Hdiger Bartel is
paid a base salary and is entitled to participatar ireceive such benefits under the Company’s eyegl benefits
plans and policies as may be in effect from timérnee.
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Mr. Holger Bartel agreed that the Company will cany discoveries and work product (as defined in the
agreement) made during the term of his employmedta assign all of his interest in any and allrsdiscoveries
and work product to the Company. Furthermore, Miger Bartel agreed to not, directly or indirecthgrform
services for, or engage in, any business competitith the Company during the period of his emplepmHe also
agreed to not, directly or indirectly, solicit tB®mpany’s customers or employees during the terhisof
employment and for a period of one year thereafter.

Mr. Christopher Loughlin entered into an employmagteement with the Company on May 16, 2005. Tha
of the agreement is three years, commencing on1M8a005, after which time either party may terrtertae
agreement, with or without cause, upon twelve meptiior written notice. During the initial term gl€Company can
terminate the agreement for cause (as definectiagineement) without any severance obligations.Adrapany
can also terminate the agreement without causeadiyng a payment equal to the amount of base stiaty
Mr. Loughlin would be entitled to receive duringethalance of the initial term or any notice periddsuming that
Mr. Loughlin was terminated by the Company withoatise as of December 31, 2006, Mr. Loughlin woeld b
entitled to receive $506,811.

Mr. Loughlin is paid a base salary and is entitedertain annual and quarterly bonuses. Sa@mponents of
Executive Compensati— Other Incentive Bonus Papove for a description of such bonuses. Mr. Loingklalso
eligible to participate in the Company’s UK Empleyleension Contribution Program, pursuant to wiieh t
Company contributes 7% of his base salary to timsipa. Mr. Loughlin is also entitled to participateany private
health insurance scheme that may be arranged §dhmpany for its executives. The Company agregqzhyofor si>
economy class tickets from the United States tadioorfor Mr. Loughlin’s spouse between May 16, 208
May 31, 2006. Mr. Loughlin did not use any suckeis during 2006.

Mr. Loughlin agreed to not, directly or indirectgngage or become interested in any business ciivpetith
the Company during the term of the agreement. tlitiad, Mr. Loughlin agreed to not, directly or inectly, solicit
any of the Company’s customers or perform senficesor engage in, any business competitive with@ompany
for a period for six months after the terminatidrhis employment. Mr. Loughlin also agreed that @mmpany will
own any inventions or intellectual property createding the term of his employment and to assigiofdhis interes
in any such intellectual property to the Company.

Certain Relationships and Related Party Transaction

The Company maintains policies and proceduressarerthat our directors, executive officers andlegges
avoid conflicts of interest. Our Chief Executivefioér, Chief Financial Officer and Controller forokth America
are subject to our Code of Ethics and each signpadficy to ensure compliance. Our Code of Ethétgiires our
leadership to act with honesty and integrity, anéltly disclose to the Audit Committee any matktiansaction
that reasonably could be expected to give risetactual or apparent conflict of interest. The CofiEthics
requires that our leadership obtain the prior emitapproval of the Audit Committee before procegduith or
engaging in any conflict of interest.

Our Audit Committee Charter further provides thet Audit Committee will review all related party
transactions and potential conflict of interest&itons involving the Company’s principal stockrers] directors or
senior management. Upon notice of a potential adrdf interest, the Audit Committee will evaludte transaction
to determine if it is in the Company’s best intéseend whether, in the Audit Committee’s judgmdéme, terms of
such transaction are at least as beneficial ts dlseaterms we could obtain in a similar transactiith an
independent third party.

In 2006, there were no related party transactisseding $120,000 between the Company and itstdigc
executive officers or principal stockholders.
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Performance Graph

The following graph compares, for the five yearipeiending December 31, 2006, the cumulative total
stockholder return for Travelzoo, the NASDAQ Stddarket (U.S. companies) Index (the “NASDAQ Market
Index”), and the Standard & Poor’s 500 Publishindex (the “S&P 500 Publishing”). Measurement poanrts the
last trading day of each of the Company’s fiscalrgeended December 31, 2002, December 31, 200&nider 31,
2004, December 31, 2005, and December 31, 2006gEmph assumes that $100 was invested on Deceriper 3
2002 in the Common Stock of the Company, the NASDM&ket Index and the S&P 500 Publishing and assume
reinvestment of any dividends. The stock priceganince on the following graph is not indicativefutfire stock
price performance.
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Measurement Poin 12/31/2002 12/31/2003 12/31/2004 12/31/2005 12/31/2006
Travelzoo Inc. $100.0( $217.5( $2,385.7"  $550.0( $748.7¢
NASDAQ Market Inde> $100.0( $1495] $ 162.3¢ $164.9¢ $180.6¢
S&P 500 Publishin $100.0( $118.8( $ 115.2¢ $100.6¢ $115.8:

Independent Public Accountants

KPMG LLP (“KPMG”) served as Travelzoo’s independesgistered public accounting firm for our 200& &k
year. KPMG representatives are not expected tadsept at the Annual Meeting or to make a formateshent
Consequently, representatives of KPMG will not bailable to respond to questions at the meeting.

The Audit Committee has not yet selected our inddpat registered public accounting firm for our 20i8cal
year. The Audit Committee annually reviews the perfance of our independent registered public adimogifirm
and the fees charged for their services. This vetias not yet been completed. Based upon the sesuthis review
the Audit Committee will determine which indepenteggistered public accounting firm to engage tdqyen our
annual audit. Stockholders approval of our accogrirm is not required by our bylaws or otherwiequired to be
submitted to the stockholders.
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Principal Accountant Fees and Services

During fiscal year 2005 and 2006, KPMG charged feeservices rendered to Travelzoo as follows:

Service 2005 Fees 2006 Fees
Audit fees(1) $898,76(  $736,24(
Audit-related fee: — —
Tax fees — —
All other fees — —
Total $898,76( $736,24(

(1) Audit fees consisted of fees for professional smwirendered for the annual audit of Company’s aateted
financial statements and review of the interim odidated financial statements included in quarteeiyorts.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent
Registered Public Accounting Firm

The Audit Committee pre-approves all audit and pssible non-audit services provided by the Compsiny’
independent registered public accounting firm. Ehesrvices may include audit services, audit-rdlatvices, tax
and other services. Pre-approval is generally pexvifor up to one year, and any pre-approval igiléet as to the
particular service or category of services anceisegally subject to a specific budget. The indepahdegistered
public accounting firm and management are requogukriodically report to the Audit Committee redjag the
extent of services provided by the independenstergd public accounting firm in accordance witls tire-
approval, and the fees for the services perforrathte. The Audit Committee may also pre-approvéqudar
services on a case-by-case basis. During 2005 @0} 2ll services provided by KPMG were pre-appdobe the
Audit Committee in accordance with this policy

Voting

Under the Delaware General Corporation Law anccedificate of incorporation and bylaws, the pressrin
person or represented by proxy, of the holdersrofpority of the outstanding shares of our stockdsessary to
constitute a quorum of stockholders to take acioimie Annual Meeting. Once a quorum of stockhalder
established, the affirmative vote of a pluralitytioé shares, which are present in person or reqesséy proxy at
the Annual Meeting, is required to elect each daecThe affirmative vote of a majority of the sharmentitled to vol
and present in person or by proxy in favor of atheomatter properly brought before the Annual Megis
required to approve of such action.

Shares represented by proxies which are markee withheld” with respect to the election of anygmar to
serve on the Board of Directors will not be consédein determining whether such a person has redehe
affirmative vote of a plurality of the shares. Sfmrepresented by proxies that are marked “abstéath’respect to
any other proposal will not be considered in deteimy whether such proposal has received the affiire vote of |
majority of the shares and such proxies will notenthe effect of a “no” vote.

Shares represented by proxies which deny the phoiger discretionary authority to vote on any otheposa
will not be considered in determining whether spobposal has received the affirmative vote of aamityj of the
shares and such proxies will not have the effeet ‘@fo” vote.

We know of no matters to come before the Annualtigeexcept as described in this Proxy Statemé&any
other matters properly come before the Annual Megtihe proxies solicited hereby will be voted aolsmatters il
accordance with the judgment of the persons vatirah proxies.

Stockholder Proposals for the 2008 Annual Meeting

Proposals of eligible stockholders intended to fesgnted at the 2008 Annual Meeting must be reddiyeus
by February 15, 2008 for inclusion in our proxytstaent and proxy relating to that meeting. Uporeigoof any
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such proposal, we will determine whether or nahtdude such proposal in the proxy statement aonsypin
accordance with regulations governing the solicitadf proxies.

If a stockholder wishes to present a proposal avdlzoos Annual Meeting in the year 2008 or to nominate
or more directors and the proposal is not intertdduk included in Travelzoo’s proxy statement ieato that
meeting, the stockholder must give advance writtgtice to Travelzoo by March 15, 2008. These reguoéents are
separate from and in addition to the requirememst®ekholder must meet to have a proposal includedr proxy
statement.

Any such notice must be delivered or mailed to®©arporate Secretary, at Travelzoo Inc., 590 Madison
Avenue, 21st Floor, New York, New York 10022. Artgckholder desiring a copy of our bylaws will beviarded
one upon written request.

Householding

As permitted by applicable law, only one copy a§tRroxy Statement is being delivered to stockirslde
residing at the same address, unless such stoekdidve notified the Company of their desire tenge multiple
copies of the Proxy Statement.

The Company will promptly deliver, upon oral or tien request, a separate copy of the Proxy Statetmemy
stockholder residing at an address to which only @ypy was mailed. Requests for additional cogiessquests for
a single copy to be delivered to a shared addremdd be directed to Investor Relations, Travellrao, 590
Madison Avenue, 21st Floor, New York, New York 120# by telephone at (212) 521-4200.

Other

We will bear the cost of solicitation of proxiesoRies will be solicited by mail and also may béted by ou
executive officers and other employees personallyydelephone, but such persons will not be spdiy
compensated for such services. It is contempldiadhrokerage houses, custodians, nominees araldiths will be
requested to forward the soliciting material to blemeficial owners of stock held of record by spehsons and we
will reimburse them for their reasonable expeneearred in connection therewith.

Even if you plan to attend the meeting in persd@age sign, date and return the enclosed proxy gttgrim
accordance with the instructions shown on the eecigroxy. You have the power to revoke your prakyny time
before it is exercised, by giving written noticerefocation to our Corporate Secretary or by dulsceting and
delivering a proxy bearing a later date, or byratieg the Annual Meeting and casting a contrargvail shares
represented by proxies received in time to be @uat the Annual Meeting will be voted. Your cogiiEm in
giving this your immediate attention will be apgeged.

RALPH BARTEL
Chairman of the Board of Directors, President,
and Chief Executive Officer

590 Madison Avenue, 21st Floor
New York, New York 1002:
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Appendix A: Audit Committee Charter

. STATEMENT OF PURPOSE

The Audit Committee (the “Committee”) will assitetBoard of Directors (the “Board”) of TravelzoaIrfthe
“Company”) in fulfilling the Board’s oversight respsibilities with regard to the Company’s finanai@porting
process. The duties of the Committee are oneseafkamht. It is not the duty of the Committee torpta conduct
audits or to determine that the Compafjhancial statements are complete and accurakt@@pared in accordan
with generally accepted accounting principles. phimary responsibility for the Company’s financshtements
and internal controls rests with the Companylanagement. Similarly, it is not the duty of @@mmittee to condu
investigations or to assure compliance with lawd gulations or to monitor the Company’s legal pbance
programs. The primary responsibility for these eratlso rests with the Company’s management. DaedB
recognizes that the Committee necessarily will cglythe advice and information it receives from @wmpany’'s
management and independent auditors. Recognizasg timherent limits on the scope of the Committezveew,
however, the Board expects the Committee to exemependent judgment in assessing the qualitiyeof
Company’s financial reporting process and its imk&rcontrols. The Board also expects that the Cataenwill
maintain free and open communication with the othiectors, the Company’s independent auditorstaed
financial management of the Company.

. COMPOSITION OF THE AUDIT COMMITTEE

The Committee shall be comprised of at least thrembers of the Board, with the number of membel®to
determined from time to time by the Board. The meralshall be designated by the Board, and the csitigro of
the Committee shall, in the judgment of the Boasuch as to comply with (i) Rule 4350(d)(2) oETHASDAQ
Stock Market Rules, or the applicable rule govegrandit committees of such other national markstesy or
exchange on which the Company’s stock may be trédedtime to time, (ii) Sections 301 and 407 o arbanes-
Oxley Act of 2002 and any rules or regulations putyated thereunder (the “Act”), and (iii) any susser laws,
rules or regulations.

. MEETINGS

The Committee shall meet at least four times armyuad more frequently as the Committee may frometito
time determine may be appropriate. At least quigrtre Committee shall meet in separate execasions with
the Companys Chief Financial Officer, the independent auditmd the Controller. Unless the Board has prewy
designated the Chair, the members of the Comnstia#t designate a Chair by majority vote. Two oreno
committee members shall constitute a quorum.

At the invitation of the Chair of the Committeeetimeetings will be attended by the Chair of therBp&hief
Executive Officer, Chief Financial Officer, Contie, representatives from the independent audit,fand/or other
persons as are appropriate to matters under coasate

IV. DUTIES AND RESPONSIBILITIES OF THE AUDIT COMMITTEE

The duties and responsibilities of the Committesishclude the following:

A. Independent Auditors

1. Receive the written disclosures and letter ftbenCompany’s independent auditors contemplated by
Independence Standards Board Standard Nad&pendence Discussions with Audit Commiteeshe same may
be modified or supplemented, and discuss withridependent auditors any issues required to bestiedu
regarding their objectivity and independence. Rex#ie disclosures, as the same may be modifisdgplemente:
required by Section 204 of the Act, and discusé wie independent auditors any issues disclosedithé\pprove,
in advance, the retention of the independent argdfto any non-audit service permissible underigest201 and
202 of the Act and the fee for such service. Carsithy significant non-audit assignments awardetdo
independent auditors and determine whether orestet have any impact on the independence of tiepémdient
auditors in the performance of the annual audit.
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2. Annually evaluate the qualifications, the quadibntrol procedures and prior performance of tben@any’s
current independent auditors, which shall be ultetyaaccountable to the Board and this Committse, a
representatives of the shareholders. Based orefiiegentations regarding independence and thaesefguch
evaluation, determine whether to recommend to ter@that the independent auditors be reappointeeptaced
and whether it is appropriate to adopt a policyovéting on a regular basis; provided that the redelent auditors
must be replaced if the lead audit partner, omltindit partner responsible for reviewing the auts performed
audit services for the Company in each of the ®)eprevious fiscal years. If a determination isdm# recommend
that the current independent auditors be replaesedmmend to the Board such replacement.

3. Meet with the independent auditors and finantiahagement of the Company in advance of the arsuab
to review its proposed scope, the proposed scofieeajuarterly reviews, and the procedures to bewed in
conducting the audit and the reviews.

4. Review and approve the independent auditorlanengagement letter, and the compensation of the
independent auditors.

5. Review with the independent auditors any mategsiired to be discussed by Statement of Auditing
Standards No. 61, as the same may be modifiedpplemented.

6. Review and discuss, prior to filing, the Compariijnancial statements proposed to be includeithén
Company’s Annual Report on Form 10-K with the Comps financial management and independent auditors,
including major issues regarding accounting andteagdprinciples and practices as well as the adeyuwf internal
controls that could significantly affect the Comparfinancial statements. If deemed appropriateraftich review
and discussion, recommend to the Board that tleméial statements be included in the Annual Reqort
Form 10-K.

7. Review and discuss, prior to issuance or filthg, Companys financial statements proposed to be includ
the Company’s public earnings reports and the Coryip@uarterly Reports on Form 10-Q with the Compan
financial management and independent auditorgjdirg the results of the independent auditors gusgrteviews.
The Chair of the Committee may represent the e@inmmittee for purposes of the Form 10-Q review.

8. Discuss at least annually with the Company’epahdent auditors the following: the adequacy and
effectiveness of the Company’s internal financ@itrols; the management letter issued by the inugrg auditors
and management’s response thereto; actions managbeagetaken or progress it has made in addreissings
raised by the independent auditors; any difficalé@countered in the course of the audit workpiiolg any
restrictions on the scope of activities or accesgquired information; any disagreements with ngangent; and
major areas of financial risk.

9. Review with management and the independent@sdiiny comments or inquiries from the Securities a
Exchange Commission relating to the Company’s firrstatements or other financial matters incluitetthe
Company’s filings with the Commission.

10. Obtain reports from management that the Conipaupsidiary(ies) are in conformity with applicalkégal
requirements, including disclosures of insider affiiated party transactions.

11. Review major changes to the Company’s auddimgjaccounting principles and practices as sugdjbste
the independent auditors or management.
B. Management

1. Discuss at least annually with the Company’sageament and outside counsel the effectivenessof th
Company’s legal compliance programs, any legalenathat may have a material impact on the Compgany’
financial statements and any material reports @uiines received from regulators or government agen

2. Review all related party transactions and paaeoonflict of interest situations involving theo@pany’s
principal shareholders or members of the Boarcenios management.

3. Authorize and oversee investigations deemedogpiate by the Committee into any matters withia th
Committee’s scope of responsibility as describetthim Charter or as may subsequently be delegattbt
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Committee by the Board, with the power to retaitejpendent counsel, accountants and other advisdrexaerts t
assist the Committee if deemed appropriate anéterichine appropriate compensation for such advisors

4. Prepare the disclosure required of this Committe S-K Item 306 of the Securities and Exchange
Commission regulations to be included in the Corgfsaannual proxy statement.

5. Review this Charter on an annual basis and mad@nmendations to the Board concerning any changes
deemed appropriate; ensure that this Chartereid filith the Securities and Exchange Commissiore@sired.
C. Other Matters

1. Establish procedures for (i) the receipt, retenand treatment of complaints receive by the Camyp
regarding accounting, internal accounting contoolauditing matters; and (ii) the confidential, apmous
submission by employees of the Company of conaemerding questionable accounting or auditing matte

2. Report actions of the Committee periodicallytte Board with such recommendations for actiorhas t
Committee deems appropriate.

3. Maintain minutes or other records, either sepfyar within the minutes of the Board, of meesirapd
activities of the Committee.
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TRAVELZOO INC.

ANNUAL MEETING OF STOCKHOLDERS
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Ralph Bartel as his/her Proxy. with full power of substitution, to represent him/her
at the Annual Meeting of Stockholders of Travelzoo Inc. (the *Company™) on June 14, 2007, or any adjournments
or postponements thereof. If you do not indicate how you wish to vote, the Proxy will vote for all nominees to the

Board of Directors, and as he may determine, in his discretion. with regard to any other matter properly presented
at the meeting.

{Continved, and to be marked, dated and signed, on the other side)
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TRAVELZOO INC.

Mailing Instructions

If you receive this proxy card via mail, please date and sign it, and return it in
the postage paid envelope provided.

If vou receive this proxy card via e-mail. please print the proxy card, date and
sign it, and return it to:

Travelzoo Inc.

Attention: Corporate Secretary
590 Madison Avenue

21st Floor

New York, NY 10022

W DETACH PROXY CARD HERE W,

L. ELECTION OF DIRECTRRS FOR all pominess listed WITHHOLD AUTHORITY o vote for all
bedow (emcept a8 marked nominees listed helaw
to the conteary, if any. below)

Nominees: 01 Ralph Bartel, 02 Holger Bartel. 03 David Ehrlich. 04 Donowvan Meale-Bay, 05 Eeally Urao.

(INSTRUCTIONS: To withhold anthority to vete for an individual write that nominee’s name in the space provided below.)

2. BCH OTHER EUSIMESS AS MAY PROPERLY COME BEFORE SATD
MEETIMNG AMD ANY POSTPOMEMENT OF ADJOURMMENT THERECE

MARE HERE IFYOU INTEND TO ATTEMND
THE MEETTMG

Thie mdersignad bersby acknowlsdges receipt of te Proscy Siatsment and 20046
Anrual Repont of Travelzoo Ine.

Dai= 2007

Signamrs

Signature, if joinily beld

Plzass sign exacily a5 name appears o l=fi. i stock is jointly hel sach oamer
shiould sim. Exeroiors, Adminisraors, Trusiess, Guardions and Corporoce
Officers should indicaie ther fiduciany capacity or full titls when signing.
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