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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 March 31, 2009
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the transition period from to

Commission File No.: 000-50171

TRAVELZOO INC.

(Exact name of registrant as specified in its charter)

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

(Address of principal executive offices)

Registrant’s telephone number, including area c@iE2) 484-4900

Indicate by check mark whether the registtaphas filed all reports required to be filed bgcfon 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 pastf@s. Yesd NoO

Indicate by check mark whether the registheast submitted electronically and posted on its@@te Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of regulation S-T during the préiegd 2 months (or for such shorter
period that the registrant was required to submit gost such files). Y& No O

Indicate by check mark whether the registisuat large accelerated filer, an accelerated fidarpnaccelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled” “accelerated filer” and “smaller reportingbmpany” in Rule 12t2 of the Exchan
Act. (Check one):

Large accelerated filedI Accelerated file™ Non-accelerated fileO Smaller reporting compar
(Do not check if a smaller reporting compe

Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 offtkehange Act). YeEl No ™

The number of shares of Travelzoo common stat&tanding as of May 1, 2009 was 16,443,828 share
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

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

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, less allowance for doubtfebants of $621 and $358 as of March 31, 2009 and
December 31, 2008, respectivi
Deposits
Prepaid expenses and other current a:
Deferred income taxe
Total current asse
Deposits, less current portit
Restricted cas
Property and equipment, r
Intangible assets, n
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued expense
Deferred revenu
Deferred ren
Income tax payabl

Total current liabilities

Deferred tax liabilitie— long term
Long-term tax liabilities
Deferred rent, less current porti

Commitments and contingenci

Stockholder' equity:
Common stock, $0.01 par value (40,000 shares amtithrl 6,444 and 14,285 shares issued and
outstanding as of March 31, 2009 and December @®18,2espectively
Additional paic-in capital
Retained earning
Accumulated other comprehensive |
Total stockholder equity
Total liabilities and stockholde’ equity

March 31, December 31
2009 2008
$ 15,64« $ 14,17¢
12,24( 11,58:
1732 22¢€
1,232 2,72¢
1,08¢ 1,08¢
30,37¢ 29,80:
312 341
87t 87t
4,49( 4,25¢
1,71¢ 45
$37,76¢ $ 35,320
$ 6,161 $ 6,60¢
4,87¢ 4,962
622 708
12¢ 12¢&
51¢ —
12,30¢ 12,39t
465 465
90¢ 90C
734 79¢
164 1432
2,32z 18t
22,16. 21,82:
(1,29)) (1,38¢)
23,35¢ 20,76:
$37,76¢ $ 35,32

See accompanying notes to unaudited condensedlitatied financial statements.

3




Table of Contents

TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except per share amounts)

Revenue:!
Cost of revenue
Gross profit
Operating expense
Sales and marketir
General and administratiy
Total operating expens
Income from operatior
Other income and expens
Interest incom:
Gain (loss) on foreign curren:
Income before income tax
Income taxe:
Net income (loss

Basic net income (loss) per shi

Diluted net income (loss) per sh:

Shares used in computing basic net income (lossyhzere
Shares used in computing diluted net income (Ipeskhare

See accompanying notes to unaudited condensedlitiated financial statements.

4

Three Months Ended

March 31,

2009 2008
$23,36¢ $20,94¢
1,26: 52¢
22,10t 20,41¢
12,33 13,39
6,941 5,74¢
19,28¢ 19,14(
2,821 1,27¢
20 13€
(209 152
2,63¢ 1,567
2,30( 2,57
$ 38  $(1,000
$ 0.0z $ (0.07)
$ 0.0z $ (0.07)
16,30( 14,25(
16,30¢ 14,25(
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TRAVELZOO INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Cash flows from operating activities:
Net income (loss
Adjustments to reconcile net income (loss) to msthcprovided by operating activitie
Depreciation and amortizatic
Provision for losses on accounts receiv:
Net foreign currency effec
Changes in operating assets and liabilii
Accounts receivabl
Deposits
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Deferred revenu
Deferred ren
Income tax payabl
Other noi-current liabilities
Net cash provided by operating activit
Cash flows from investing activities:
Purchases of property and equipm
Restricted cas
Purchase of intangible ass
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from exercise of stock opti
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casbaénts
Net increase in cash and cash equival
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

Three Months Ended March 31

2009
$ 33¢

447
27¢
202

(1,005)
73

1,46¢
112)
(9)
(74)
(61)
51¢
9
2,06¢

(884

(1,7&)
(2,644

2,15¢
2,15¢
(116)
1,46¢
14,17¢

$ 15,64«

$ 73

See accompanying notes to unaudited condensedlitated financial statements.
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2008

$ (1,006

10z
22

(89%)
147
62C

2,25¢
70¢
26
30C
1,127

3,641

(842)
(875)

(1,713)

(12¢)

1,80¢

22,64.
$ 24,44t

$

44¢
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TRAVELZOO INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Note 1: The Company and Basis of Presentation

Travelzoo Inc. (the “Company” or “Travelzod¥)a global Internet media company. Travelzoo'ssinis is to provide its subscribers and
users with the highest quality information on camsting deals in travel and entertainment. Our pakibns and products include the
Travelzoo Web sites (www.travelzoo.com, cn.travelzoo.com, winavelzoo.ca, www.travelzoo.co.jp, www.travelzaorcau,
www.travelzoo.com.hk, www.travelzoo.com.tw, wwwwedz00.co.uk, www.travelzoo.de, www.travelzoo.espmwtravelzoo.fr, among
others), theTravelzoo Top 20 e-mail newsletter, thBlewsflash e-mail alert service, th8uper Search pay-per-click travel search tool, and the
Travelzoo Network , a network of third-party Web sites that list ghdeals published by Travelzoo. We also opefageom, a travel search
engine that allows users to quickly and easily fimel best prices on flights from hundreds of agdimnd online travel agencies.

Travelzoo is controlled by Ralph Bartel, whedchbeneficially approximately 66.3% of the outslimig shares as of May 1, 2009.

The accompanying unaudited condensed consatidenancial statements have been prepared bgdhepany in accordance with the ru
and regulations of the U.S. Securities and Exch&wamission (SEC). Certain information and footraigelosures normally included in
consolidated financial statements prepared in aegwe with generally accepted accounting principplébe United States of America have
been condensed or omitted in accordance with auleb and regulations. In the opinion of managentartaccompanying unaudited
condensed consolidated financial statements redleatljustments, consisting only of normal reqmgradjustments, 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 redes and for the year ended
December 31, 2008, included in the Company’s FddrK filed with the SEC on March 16, 2009.

The condensed consolidated financial statesriantude the accounts of the Company and its whmlined subsidiaries. All significant
intercompany accounts and transactions have baamated in consolidation. All foreign subsidiarigse the local currency of their
respective countries as their functional curredgsets and liabilities are translated into U.Sladslat exchange rates prevailing at the bal
sheet dates. Revenues, costs and expenses afattduimsto U.S. dollars at average exchange ratethé period.

The results of operations for the three moetied March 31, 2009 are not necessarily indieatfthe results that may be expected for
the year ending December 31, 2009 or any otherdyiariod, and the Company makes no representattated thereto.

Certain prior period amounts have been rediedso conform to current year presentation. Sfedly, $335,000 for the three month
period ended March 31, 2008 has been reclassifed €ost of revenues to general and administratiygense. These amounts are primarily
costs associated with salary and benefits for so#vdevelopers and professional services relatedftovare development.

The Company was formed as a result of a coatibim and merger of entities founded by the Comisamgjority stockholder, Ralph
Bartel. In 1998, Mr. Bartel founded Travelzoo.comwr@ration, a Bahamas corporation, which issue8%84 shares via the Internet to
approximately 700,000 “Netsurfer stockholders”iorcash consideration. In 1998, Mr. Bartel alsofited Silicon Channels Corporation, a
California corporation, to operate tfieavelzoo Web site. During 2001, Travelzoo Inc. was formea asibsidiary of Travelzoo.com
Corporation, and Mr. Bartel contributed all of ihetstanding 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 $1.00Bdrtel exercised these options in
January 2009.

During January 2001, the Board of Director§@fvelzoo.com Corporation proposed that Travetzmo. Corporation be merged with
Travelzoo Inc. whereby Travelzoo Inc. would be $heviving entity. On March 15, 2002, the stockhoddef Travelzoo.com Corporation
approved the merger with Travelzoo Inc. On Apri] 2602, the certificate of merger was filed in edae upon which the merger became
effective and Travelzoo.com Corporation ceasedist.eEach outstanding share of common stock o¥dlemo.com Corporation was
converted into the right to receive one share afirmon stock of Travelzoo Inc. Under and subjechtoterms of the
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merger agreement, stockholders were allowed agefitwo years following the effective date of therger to receive shares of Travelzoo
Inc. The records of Travelzoo.com Corporation shb#mt, assuming all of the shares applied fomsyNetsurfer stockholders were validly
issued, there were 11,295,874 shares of Travelano@orporation outstanding. As of April 25, 2004otyears following the effective date

the merger, 7,180,342 shares of Travelzoo.com Catjpa had been exchanged for shares of TravelzodArior to that date, the remaining
shares which were available for issuance purswettiet merger agreement were included in the isanddutstanding common stock of
Travelzoo Inc. and included in the calculation a$is and diluted earnings per share. After Aprjl2®4, the Company ceased issuing share:
to the former stockholders of Travelzoo.com Corfiora and no additional shares are reserved foaisse to any former stockholders,
because their right to receive shares has nowedkp®n April 25, 2004, the number of shares repasteoutstanding was reduced from
19,425,147 to 15,309,615 to reflect actual shasseid as of the expiration date. Earnings per stadealations reflect this reduction of the
number of shares reported as outstanding. As otMat, 2009, there were 16,443,828 shares of constook outstanding.

It is possible that claims may be assertedhagthe Company in the future by former stockhoddef Travelzoo.com Corporation seeking
to receive shares in the Company, whether basedctaim that the two-year deadline for exchangh@drtshares was unenforceable or
otherwise. In addition, one or more 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, residesumag eligibility of the holders in question canbetdetermined. There were certain conditi
applicable to the issuance of shares to the Netsatbckholders, including requirements that @ytbe at least 18 years of age, (ii) they be
residents of the U.S. or Canada, and (iii) theyapgly for shares more than once. The Netsurfekbtiders were required to confirm their
compliance with these conditions, and were advikatfailure to comply could result in cancellatimintheir shares in Travelzoo.com
Corporation. Travelzoo.com Corporation was not abheerify that the applicants met the requiremeetsrred to above at the time of their
applications for issuance of shares. If claimsaaserted by persons claiming to be former stocldnsldf Travelzoo.com Corporation, the
Company intends to assert that their rights toivecieir shares expired two years following thieetive date of the merger, as provided in
the merger agreement. The Company also expeckedahe position, if escheat or similar claimsasserted in respect of the unissued share:
in the future, that it is not required to 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 asslrelating 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 4,068,000 shares of common stockdoadditional payment.

On October 15, 2004, the Company announcedgraam 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 thieares into shares of Travelzoo Inc.
within the required time period. The accompanyingdensed consolidated financial statements indudgarge in general and administrative
expenses of $1,000 for these cash payments fahtee months ended March 31, 2009. The liabilitg %4,000 as of March 31, 2009. The
liability is based on the actual number of valiquests received from former stockholders throughck&1, 2009 which had not yet been
processed for payment. The total cost of this @ogis not reliably estimable because it is basethemltimate number of valid requests
received and future levels of the Company’s comstonk price. The Company’s common stock price &fftite liability because the amount
of cash payments under the program is based iropate recent level of the stock price at the #atil requests are received. The Company
does not know how many of the requests for shaigmally received by Travelzoo.com Corporationli®98 were valid, but the Company
believes that only a portion of such requests waltig. As noted above, in order to receive paymentter the program, a person is required to
establish that such person validly held sharegavdlzoo.com Corporation. Assuming 100% of the estgifrom 1998 were valid, former
stockholders of Travelzoo.com Corporation holdingadditional approximately 4,068,000 shares hadsabmnitted claims under the program
as of March 31, 2009.

Note 2: Revenue Recognition

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

The Company recognizes revenues in accordaitieeSecurities and Exchange Commission Staff Aotiog Bulletin (“SAB”) No. 104,
“Revenue Recognition.” Advertising revenues ar@gaized in the period in which the advertisememtisplayed, provided that evidence of
an arrangement exists, the fees are fixed or detabie, and collection of the resulting receivablesasonably assured. Where collectibilit
not reasonably assured, the revenue will be rezednipon cash collection, provided that the othigzra for
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revenue recognition have been met. The Companygnénes revenue for fixed-fee advertising arrangameatably over the term of the
insertion order as described below, with the exoepif Travelzoo Top 20 or Newsflash insertions, which are recognized upon delivery. The
majority of insertion orders have terms that begid end in a quarterly reporting period. In theesaghere at the end of a quarterly reporting
period the term of an insertion order is not cortgylthe Company recognizes revenue for the peygat@-rating the total arrangement fee to
revenue and deferred revenue based on a measorepafitionate performance of its obligation under insertion order. The Company
measures proportionate performance by the numhalacéments delivered and undelivered as of thertieg date. The Company uses pri
stated on its internal rate card for measuringvdige of delivered and undelivered placements. Fmesgriable-fee advertising arrangements
are recognized based on the number of impressispkaged or clicks delivered during the period.

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

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

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

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

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

The Company’s standard payment terms are $€ miat. Insertion orders that include fixed-feeeatiging 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-feeeaatising 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 benited to, at Travelzoo’s sole discretion, a pranefund 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 tigtpagencies is reported at the net amount billedg@gency.

Note 3: Recent Accounting Pronouncements

In September 2006, the Financial Accountiran8ards Board (“FASB”) issued Statement of Findrst@ounting Standards (“SFAS”)
No. 157,“Fair Value Measurements” (“SFAS 157”). SFAS 157aétishes a framework for measuring the fair valtiassets and liabilities.
This framework is intended to provide increasedsgsirncy in how fair value determinations are mawider various existing accounting
standards which permit, or in some cases requstanates of fair market value. SFAS 157 becamectife for fiscal years beginning after
November 15, 2007, and interim periods within thiiseal years. Effective January 1, 2009, the Campmadopted Accounting Standa
Board (“FASB”) Staff Position No. 157-2, “EffectiVeate of FASB Statement No. 157" (“FSP 157-2"). FHSH-2 delayed the effective date
of SFAS 157 for all non-financial assets and nowdficial liabilities, except those recognized ocldised at fair value in the financial
statements on a recurring basis, until the begmaofrthe first quarter of fiscal 2009. The adoptair-SP 1572 did not have a material imps
on the Company’s consolidated results of operatirfnancial condition.

Effective January 1, 2009, the Company adop#8B Staff Position No. 142-3, “Determination b&tUseful Life of Intangible
Assets” (“FSP 142-3"), which amends the factorgatity should consider in developing renewal oeaston assumptions used in
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determining the useful life of recognized intangibksets under FASB Statement No. 142, “Goodwill@ther Intangible Assets”. This
guidance applies prospectively to intangible asetisare acquired individually or with a groupodifier assets in business combinations and
asset acquisitions. Under FSP 142-3, entities asitiig the useful life of a recognized intangibleeianust consider their historical experience
in renewing or extending similar arrangementsmthe absence of historical experience, must censissumptions that market participants
would use about renewal or extension. The adogtidghis standard did not have an impact on the Gomijs consolidated results of
operations or financial condition.

Note 4: Financial Instruments

At March 31, 2009, restricted cash consisfiea certificate of deposit for $875,000 serving-alateral for a standby letter of credit for the
security deposit of our corporate headquartersh @gsivalents consist of highly liquid investmewith remaining maturities of three months
or less on the date of purchase held in money méurkds. The Company believes that the carryinguntsof these financial assets are a
reasonable estimate of their fair value. The falug of these financial assets was determined t&épllowing inputs at March 31, 2009 (in
thousands):

Fair Value Measurements at Reporting Date U

Quoted Prices i Significant Othe Significant
Active Markets fo Observable Unobservabl
Identical Asset: Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
Money market fund $12,96: $ 12,96: $ — $ —
Total $12,96: $ 12,96  $ — 3 —

Note 5: Internal-Use Software and Web Site Developemt

The Company includes in fixed assets the alpi#td cost of internal-use software and Web steetbpment, including software used to
upgrade and enhance its Web site and processesrdngghe Company’s business in accordance wighe@tent of Position 98-1,
“Accounting for the Cost of Computer Software Deygeld or Obtained for Internal Use” and EmergingéssTask Force Issue No. 00-02,
“Accounting for Website Development Costs.” Cosisuirred in the planning stage and operating stegyex@pensed as incurred while costs
incurred in the application development stage afrédistructure development stage are capitalizeslimagg such costs are deemed to be
recoverable.

As of March 31, 2009 and December 31, 2008¢apitalized internal-use software and Web siteetiment costs, net of accumulated
amortization, were $1.2 million and $1.3 millioespectively. For the three months ended March @29 2and 2008, the Company recorded
amortization of capitalized internal-use softwane &/eb site development costs of $79,000 and $e6pectively.

Note 6: Intangible Assets

Intangible assets consist of the followingtfiousands):

March 31, December 31
2009 2008
Acquired amortized intangible asse
Internet domain name $ 2,17(C $ 41¢
Less accumulated amortizati 45€ 37¢
Total $ 1,71« $ 45

Intangible assets have a useful life of 5 geAmortization expense was $91,000 and $3,00thiothree months ended March 31, 2009
and 2008, respectively.

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

Future expected amortization expense relat@atangible assets at March 31, 2009 is as follGavghousands):
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2009 $ 274
2010 36
2011 36
2012 35¢
2013 354

$ 1,71¢

The expected amortization expense is an eiimatual amounts of amortization expense mayedififom estimated amounts due to
additional intangible asset acquisitions, changdsrieign currency exchange rates, impairmentafrigible assets, accelerated amortization
of intangible assets and other events.

Note 7: Certain Risks and Uncertainties

The Company’s revenues are substantially dégreiron the demand for online advertising fromeétaompanies. A continuing global
economic slowdown may have an adverse effect obesiness in 2009, as was the case in the lastgiecewhen travel companies reduced
or postponed their online marketing spending. lditawh, for the three months ended March 31, 2@0@ of the Company’s customers
accounted for 13% of revenues.

During the three months ended March 31, 2008 cash and cash equivalents increased by $1li&mtib $15.6 million. We intend to fur
anticipated growth from our cash on hand. Howewelight of current financial market conditionsaéir cash on hand is not sufficient to ir
our future needs, we may not be able to obtaiméoessary financing.

The Company'’s cash, cash equivalents and atsoeceivable are potentially subject to conceiotneof credit risk. Cash and cash
equivalents are placed with financial institutidhat management believes are of high credit qualitye accounts receivable are derived from
revenue earned from customers located in the Wéirdernationally. One of the Company’s custonaamsounted for 16% of gross accounts
receivable at March 31, 2009.

The Company maintains an allowance for doulaifaounts based upon its historical experieneeatie of the receivable and customer
specific information. Determining appropriate allwees for these losses is an inherently uncertaiteps, and ultimate losses may vary f
the current estimates. The allowance for doubtfabants was $621,000 and $358,000 at March 31, a08®ecember 31, 2008,
respectively.

Note 8: Stock-Based Compensation and Stock Options

Effective January 1, 2006, the Company adofteflS No. 123 (revised 2004), “Share-Based PaymEBFAS 123R"), which addresses
the accounting for stock-based payment transactidreseby an entity receives employee services ¢thaxge for equity instruments,
including stock options. Stock-based compensatomivards granted prior to January 1, 2006 is baped the grant-date fair value of such
compensation as determined under the pro formagioms of SFAS No. 123, “Accounting for Stock-Baseampensation.”

In October 2001, the Company granted to e@elttdr fully vested and exercisable options tochase 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 were egectduring the year ended December 31, 2005, 162fé@ns were exercised during the
year ended December 31, 2006, and 30,000 optioresexercised during the year ended December 3B. 2800f March 31, 2009, 12,725
these options are vested and remain 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 theirisessas a director in 2002. A total of 35,000 opdigvere granted. The options expire in
March 2012. In October 2002, 1,411 options wereebed upon the resignation of a director. 23,5g80ms were exercised during the year
ended December 31, 2004 and 5,000 options wereisgdrduring the year ended December 31, 2008f Akacch 31, 2009, 5,000 of these
options are vested and remain outstanding.

The Company did not record any stock-basedoemsation in fiscal years 2007, 2008, or for theéhmonths ended March 31, 2009. In
addition, all previously issued options vested prioJanuary 1, 2003.
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Option activity as of March 31, 2009 and changeinduthe three months ended March 31, 2009 wefellasvs:

Weightec- Weighte«-
Average Average
Exercise Remaining Aggregate
Shares Price Contractual Lift Intrinsic Value
(in thousands
Outstanding at December 31, 2( 2,176,07 $ 1.02
Options exercise (2,158,34) $ 1.0C
Outstanding at March 31, 201 17,72t $ 2.2¢ 2.70 year: $ 70
Exercisable and fully vested at March 31, 2 17,72t $ 2.2¢ 2.70 year: $ 70

The aggregate intrinsic value in the tablevalr@presents the total pretax intrinsic value (ifilerence between the Company’s closing
stock price on the last trading day of the firsader of fiscal 2009 and the exercise price, mli¢ttbby the number of in-the-money options)
that would have been received by the option holtadsall option holders exercised their optiongviarch 31, 2009. This amount changes
based upon the fair market value of the Compartgsks The Company'’s policy is to issue shares fisnauthorized shares to fulfill stock
option exercises.

Note 9: Net Income (Loss) Per Share

Net income (loss) per share has been calcliataccordance with SFAS No. 128, “Earnings pear8li Basic net income (loss) per share
is computed using the weighted-average numbermfiwon shares outstanding for the period. Dilutedmzime (loss) per share is computed
by adjusting the weighteaverage number of common shares outstanding fafthet of dilutive potential common shares outdtag during
the period. Potential common shares included irdituted calculation consist of incremental shasssable upon the exercise of outstanding
stock options calculated using the treasury stoethod.

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

Three Months Ended

March 31,
2009 2008

Basic net income (loss) per she

Net income (loss $ 33¢ $ (1,006€)
Weighted average common sha 16,30( 14,25(
Basic net income (loss) per sh $ 0.0z $ (0.09
Diluted net income (loss) per sha

Net income (loss $ 33¢ $ (1,006
Weighted average common sha 16,30( 14,25(
Effect of dilutive securities: stock optio 6 —
Diluted weighted average common shg 16,30¢ 14,25(
Diluted net income (loss) per sh: $ 0.0z $ (0.09

Options to purchase 2,211,074 shares of constamk were outstanding as of March 31, 2008 bué ieeen excluded from the
computation of diluted net loss per share for thre¢ months ended March 31, 2008 as their effestamti-dilutive.

Note 10: Commitments and Contingencies

The Company leases office space in Austr@#@nada, China, France, Germany, Hong Kong, Jageain STaiwan, the U.K., and the U.S.
under operating leases which expire between AfriPB09 and January 31, 2014. The future minimwasdgayments under these operating
leases as of March 31, 2009 total $12.8 milliore Tiliture lease payments consist of $3,365,0002609, $3,177,000 due in 2010,
$2,159,000 due in 2011, $2,033,000 due in 201252mM@B5,000 thereafter.
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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, residesog eligibility of the holders in question canbetdetermined. There were certain condit|
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) theyapgly for shares more than once. The Netsurfekbtiders were required to confirm their
compliance with these conditions, and were advikatfailure to comply could result in cancellatioiitheir shares in Travelzoo.com
Corporation. Travelzoo.com Corporation was not 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 muabéish 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 4,068,000 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 Corporatiard awho failed to submit requests to convert thleires into shares of Travelzoo Inc.
within the required time period. The accompanyingdensed consolidated financial statements incduclgarge in general and administrative
expenses of $1,000 for these cash payments fahtee months ended March 31, 2009. The liabilitg 4,000 as of March 31, 2009. The
liability is based on the actual number of valiguests received from former stockholders throughréiporting date which had not yet been
processed for payment. The total cost of this @ogis not reliably estimable because it is basethemltimate number of valid requests
received and future levels of the Company’s comstook price. The Company’s common stock price édfdee liability because the amount
of cash payments under the program is based iropdtte recent level of the stock price at the datil requests are received. The Company
does not know how many of the requests for shaigmally received by Travelzoo.com Corporationl®98 were valid, but the Company
believes that only a portion of such requests waliel. As noted above, in order to receive paymeter the program, a person is required to
establish that such person validly held sharegavdizoo.com Corporation. Assuming 100% of the estgifrom 1998 were valid, former
stockholders of Travelzoo.com Corporation holdipgraximately 4,068,000 shares had not submitteichslander the program.

Note 11: Income Taxes

In determining the quarterly provisions focame taxes, the Company uses an estimated anfeectivef tax rate which is based on our
expected annual income and statutory tax ratdseitutS. The effective tax rate does not reflecttamybenefits from the losses of our foreign
operations. For the three months ended March 319,28ur effective tax rate was 87.2%.

As of March 31, 2009 the total amount of unigized tax benefit was approximately $788,000 civlifi recognized, would reduce the
Company’s effective tax rate in the future periods.

The Company includes interest and penaltiese® to unrecognized tax positions in income tgpease. As of March 31, 2009 and
December 31, 2008, the Company had approximateg $00 and $111,000, respectively, in accruedéstaelated to uncertain tax
positions. The Company has not accrued any pesaétlated to our uncertain tax positions as weebelthat it is more likely than not that
there will not be any assessment of penalties.

The Company files income tax returns in th8.WJederal jurisdiction and various states andiforgurisdictions. The Company is no lon
subject to U.S. federal and certain state tax ematians for years before 2004 and is no longeresuitdp California tax examinations for ye
before 2003. The Company is currently under exatiwindy the California Franchise Tax Board of Califia for the 2004 and 2005 tax ye
and is currently under examination by the InteReVvenue Service (“IRS”) for the 2005 and 2006 taearg. In January 2009, the IRS issued a
Notice of Proposed Adjustment contesting the Comp’s tax deductions in 2005 and 2006 related to togiam under which the Company
made cash payments to people who establishedhiatitere former stockholders of Travelzoo.com Cmafion, and who failed to submit
requests to convert their shares into shares afelzao Inc. within the required
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time period. The Company is currently evaluating Wotice of Proposed Adjustment to determine dfgtees, but if agreed, the Notice of
Proposed Adjustment would result in an additiorajrpent of approximately $548,000, plus interestiHeyend of 2009. The Company
believes it has adequately provided for this mattet it is not expected to have a material impadghe Company’s results of operations.

Note 12: Segment Reporting and Significant Customednformation

The Company manages its business geographaradl has three reportable operating segmentshManterica, Europe and Asia Pacific.
North America consists of the Compi's operations in Canada and the U.S. Europe cansighe Company’s operations in France,
Germany, Spain, and the U.K. The Company begaratipas in Europe in May 2005. Asia Pacific cons@dtthe Company’s operations in
Australia, China, Hong Kong, Japan, and Taiwan. Cheipany began operations in Asia Pacific in Api07.

Management relies on an internal managemepottiag process that provides revenue and segnpemating income (loss) for making
financial decisions and allocating resources. Manant believes that segment revenues and opematioge (loss) are appropriate measi
of evaluating the operational performance of thenfany’s segments.

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

North Asia
Three months ended March 31, 20 America Europe Pacific Eliminatior Consolidate
Revenues from unaffiliated custom: $20,00¢ $ 2,97¢ $ 38¢ $ — $ 23,36¢
Intersegment revenu 25 5 — (30 —
Total net revenue 20,03: 2,97¢ 38¢ (30 23,36¢
Operating income (los! 5,81t (1,276 (1,719 1 2,821

North Asia
Three months ended March 31, 20 America Europe Pacific Eliminatior Consolidate
Revenues from unaffiliated custom: $18,89( $ 2,03¢ $ 20 $ — $ 20,94¢
Intersegment revenu 25 11 — (36) —
Total net revenue 18,91¢ 2,04¢ 20 (36) 20,94¢
Operating income (lost 6,26¢ (2,247 (2,745 1 1,27¢
As of March 31, 200! North Americi Europe Asia Pacific Eliminatior Consolidate
Property and equipment, r $ 4,01t $ 19C $ 28t $ — $ 4,49
Total asset 67,85¢ 4,21 1,77¢ (36,077 37,76¢
As of December 31, 20( North Americi Europe Asia Pacific Eliminatior Consolidate
Property and equipment, r $ 3,89( $ 21C $ 15¢ $ — $ 4,25¢
Total asset 62,09/ 3,93¢ 2,21% (32,919 35,32:

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

Significant customer information is as follaws

Percent of Revenue: Percent of Accounts Receivabl
Three Months Ended March 31 March 31, December 31
Customer 2009 2008 2009 2008
Orbitz Worldwide 13% 12% 16% 16%

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

Comprehensive income (loss) consists of twamanents, net income (loss) and other comprehensieene (loss). 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 (loss). The Comisasther comprehensive income (loss) is compriedreign currency translation
adjustments.

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

Three Months Ended

March 31,
2009 2008
Net income (loss $ 33¢ $ (1,006€)
Other comprehensive los
Foreign currency translation adjustme 97 (189
Total comprehensive income (lo¢ $ 43t $ (1,189

Accumulated other comprehensive loss, asateftein the condensed consolidated balance sloeetsists of cumulative foreign currency
translation adjustments.
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The information in this report contains forddooking statements within the meaning of Sec#@A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. Such statements are basedcurrent expectations,
assumptions, estimates and projections about Taewelnd our industry. These forward-looking stateimiare subject to the many risks and
uncertainties that exist in our operations andregs environment that may cause actual result®rpence or achievements of Travelzoo to
be different from those expected or anticipatethnforward-looking statements. Any statementsaioet herein that are not statements of
historical fact may be deemed to be forward-loolstagements. 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 and entertainment offers fromdreds of travel companies. As the
Internet is becoming consumers’ preferred mediusetrch for travel offers, we provide airlines,gtgt cruise lines, vacation packagers, and
other travel companies with a fast, flexible, andtesffective way to reach millions of users. Widle products provide advertising
opportunities for travel and entertainment compsrieey also provide Internet users with a free@of information on current sales and
specials from hundreds of travel and entertainroentpanies.

Our publications and products include Thavelzoo Web sites (www.travelzoo.com, cn.travelzoo.com, winavelzoo.ca,
www.travelzoo.co.jp, www.travelzoo.com.au, www.teroo.com.hk, www.travelzoo.tw, www.travelzoo.cq.ukvw.travelzoo.de,
www.travelzoo.es, www.travelzoo.fr, among othetisg Travelzoo Top 20 e-mail newsletter, and thdewsflash e-mail alert service. We
operateSuper Search, a pay-per-click travel search tool, and Triavel zoo Network , a network of thirdparty Web sites that list deals publisl
by Travelzoo. We also operdiy.com, a travel search engine that allows users to tuarkd easily find the best prices on flights from
hundreds of airlines and online travel agenciesteMban 1,000 travel and entertainment companisshpge our advertising services.

Our revenues are advertising revenues, camgigtimarily of listing fees paid by travel andtertainment companies to advertise their
offers on theTravelzoo Web sites, in th@ravelzoo Top 20 e-mail newsletter, in thlewsflash e-mail alert service, iBuperSearch , through
the Travelzoo Network, and fromFly.com. Revenues are principally generated from the gladelvertising in the U.S. Listing fees are base
placement, number of listings, number of impressianm number of clickthroughs. Smaller advertishiggeements — typically $2,000 or less
per month — typically renew automatically each nmofithey are not terminated by the client. Larggreements are typically related to
advertising campaigns and are not automaticallgwel.

We have three operating segments based omaggog regions: North America, Europe and Asia fkadlorth America consists of our
operations in Canada and the U.S. Europe condistsr@perations in France, Germany, Spain, andJthe Asia Pacific consists of our
operations in Australia, China, Hong Kong, Japad, daiwan.

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

. Growth in the number of subscribers to the Com’s newsletters and page views of the homepage® Travelzoo Web sites
. Operating margin
. Growth in revenues in the absolute and relativiiéogrowth in reach of the Compé's publications; an

. Revenue per employee as a measure of product
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Critical Accounting Policies

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

Revenue Recognition

We recognize revenue on arrangements in agnoedwith SEC Staff Accounting Bulletin No. 104 giRnue Recognition.” We recognize
advertising revenues in the period in which theeatisement is displayed, provided that evidencanoirrangement exists, the fees are fixed
or determinable and collection of the resultingereable is reasonably assured. If fixed-fee adsigiis displayed over a term greater than
one month, revenues are recognized ratably ovarehied as described below. The majority of insertrders have terms that begin and end
in a quarterly reporting period. In the cases wizrhe end of a quarterly reporting period thentef an insertion order is not complete, the
Company recognizes revenue for the period by pingdhe total arrangement fee to revenue and tfeevenue based on a measure of
proportionate performance of its obligation under insertion order. The Company measures propatiégmerformance by the number of
placements delivered and undelivered as of thertiegadate. The Company uses prices stated ontisnal rate card for measuring the value
of delivered and undelivered placements. Feesdaaklile-fee advertising arrangements are recogfiasdd on the number of impressions
displayed or clicks delivered during the period.

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

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

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

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

. Collection is deemed reasonably assured. We conduct a credit review for all transactionthattime of the arrangement to determine
the creditworthiness of the client. Collection eethed reasonably assured if we expect that thet @liél be able to pay amounts
under the arrangement as payments become due.détgemine that collection is not reasonably agsuteen we defer the revenue
and recognize the revenue upon cash collectiode@imin is deemed not reasonably assured whemiat ¢ perceived to be in
financial distress, which may be evidenced by wiadlstry conditions, a bankruptcy filing, or prewgby billed amounts that are past
due.

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

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

Liability to Former Stockholders

On October 15, 2004, we announced a prograterunhich we would make cash payments to peopleegteblish that they were former
stockholders of Travelzoo.com Corporation, and faiked to submit requests to convert their shamés shares of Travelzoo Inc. within the
required time period. We account for the cost &f fliogram as an expense recorded in general anthiatfative
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expenses. The ultimate total cost of this programoi reliably estimable because it is based omtimaate number of valid requests received
and future levels of the Company’s common stockgprihe Company’s common stock price affects tiality because the amount of cash
payments under the program is based in part orettent level of the stock price at the date vadigliests are received. We do not know how
many of the requests for shares originally recelwedravelzoo.com Corporation in 1998 were valice Wélieve that only a portion of such
requests were valid. In order to receive paymedeuthe program, a person is required to estatiishsuch person validly held shares in
Travelzoo.com Corporation.

Since the total cost of the program is naaldy estimable, the amount of expense recordedgariod is equal to the number of actual
claims received during the period multiplied bytfi® number of shares held by each individual fersbeckholder and (ii) the applicable
settlement price based on the recent price of onmeon stock at the date the claim is receivedipslated by the program. Requests are
generally paid within 30 days of receipt. Pleaderrto Note 9 to our unaudited condensed cons@difihancial statements for further details
about our liabilities to former stockholders.

Results of Operations

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

Three Months Ended

March 31,
2009 2008
Revenue:! 100.(% 100.(%
Cost of revenue 54 2.5
Gross profit 94.€ 97.t
Operating expense
Sales and marketir 52.¢ 64.C
General and administrati 29.7 27.4
Total operating expens 82.t 91.4
Income from operatior 12.1 6.1
Other income and expenses, 0.9 1.4
Income before income tax 11.2 .E
Income taxe:! 9. 12.2
Net income (loss 1.5% (4.£%)

For the three months ended March 31, 200%gwerted income from operations of approximately83$8illion. As of March 31, 2009, we
had retained earnings of approximately $22.2 mmll©our operating margin increased to 12.1% forthinee months ended March 31, 2009
compared to 6.1% for the same period last year.ni&e reason for the increase in operating mamgthat for the three months ended
March 31, 2009 our sales and marketing expensagascentage of revenue decreased compared toréfigerhonths ended March 31, 2008
(see “Operating Expenses” below).

We do not know whether our sales and marketkpenses as a percentage of revenue will contindecrease 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 marketxpgnses as a percentage of revenue.
We may decide to accelerate our subscriber acmuidibr various strategic and tactical reasons asdj result, increase our marketing
expenses. We may see a unique opportunity forredaraarketing campaign that will result in an inaeaf marketing expenses. Further, our
strategy to replicate our business model in saleftieeign markets (see “Growth Strategy” below) masult in a significant increase in our
sales and marketing expenses and have a matevieisedmpact on our results of operations. We edhartuations of sales and marketing
expenses as a percentage of revenue from quadeatter. Some of the fluctuations may be signifiGand have a material impact on our
results of operations.

We do not know what our general and admintisga@xpenses as a percentage of revenue will heune periods. There may be
fluctuations that have a material impact on ouultesof operations. We expect our headcount toigoatto increase in the future. The
Company’s headcount is one of the main driversenfegal and administrative expenses. Therefore xpeat our absolute general and
administrative expenses to continue to increasadtiition, we expect our expansion into foreignkets to result in a significant additional
increase in our general and administrative expei@asgeneral and administrative expenses as &ipge of revenue may
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also fluctuate depending on the number of requestsved related to a program under which the Coppatends to make cash payments to
people who establish that they were former stoakdrs| of Travelzoo.com Corporation, and who failedubmit requests to convert their
shares into shares of Travelzoo Inc. within thesiegl time period.

Reach

The following table sets forth the number wbscribers of each of ourreail publications in North America, Europe, and &Biacific as o
March 31, 2009 and 2008 and the total number oé pagws for the homepages of thewvelzoo Web sites in North America, Europe, and
Asia Pacific for the three months ended March 80%®and 2008. Management considers the page vavisdTravelzoo homepages as
indicators for the growth of Web site traffic. M@y@ment reviews these non-financial metrics for teasons: First, to monitor our progress in
increasing the reach of our products. Second, &uate whether we are able to convert higher r@gohhigher revenues.

March 31, Year-over-Year
2009 2008 Growth
Subscribers
North America
Travelzoo Top 20 11,236,00 10,514,00 7%
Newsflash 9,341,001 8,484,001 10%
Europe
Travelzoo Top 20 2,431,00I 1,658,001 47%
Newsflash 2,327,001 1,570,001 48%
Asia Pacific
Travelzoo Top 20 1,257,00! 581,00( 11€%
Newsflash 1,161,001 521,00( 122%
Three Months Ended March 31, Year-over-Year
2009 2008 Growth*
Page views of homepagesTravelzoo Web sites
North America 8,916,001 8,226,00! 8%
Europe 2,201,001 1,706,00! 29%
Asia Pacific 1,404,001 3,082,001 (54%)

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

In North America, revenues for the three merghded March 31, 2009 increased by 6% from the smriod last year. The total number
of subscribers in North America to tfieavelzoo Top 20 e-mail newsletter as of March 31, 2009 increased@%ycompared to March 31, 2008
and page views of the homepages ofTirarelzoo Web sites in North America for the three monthseehilarch 31, 2009 increased by 8%
from the same period last year. In North Amerieaenues for the three months ended March 31, 2G08ased at a lower rate than the rate
of increase in the number of subscribers toToarelzoo Top 20 e-mail newsletter and the rate of increase in Wiebtisffic.

In Europe, revenues for the three months eiMidh 31, 2009 increased by 45% from the sameg@daist year. In local currency terms,
revenues for the three months ended March 31, R@@8ased by 100% from the same period last ydaa.tdtal number of subscribers in
Europe to th@ravelzoo Top 20 e-mail newsletter as of March 31, 2009 increased#® compared to March 31, 2008 and page viewlseof t
homepages of theravelzoo Web sites in Europe for the three months ended IMatg 2009 increased by 29% from the same periid/&ar.
In Europe, revenues in local currency terms inardad a higher rate than the rate of growth in aiitbars to thelravel zoo Top 20 e-mail
newsletter and the rate of growth in Web site icaff

In Asia Pacific, revenues for the three momthded March 31, 2009 increased to $388,000 frad0$® in the same period last year. The
total number of subscribers in Asia Pacific to Tnavelzoo Top 20 e-mail newsletter as of March 31, 2009 increasetilffo
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compared to March 31, 2008 and page views of tihegpages of théravelzoo Web sites in Asia Pacific for the three months ehde

March 31, 2009 decreased by 54% from the samedledd year. The decrease in page views of the pages of the Travelzoo Web sites in
Asia Pacific was due primarily to changes in ourkating campaigns in certain countries. We begamatjpns in Australia, China, Hong
Kong, Japan, and Taiwan during 2007 and contindedas on rapidly building a significant subscribb@se in selected countries in which we
operate.

Revenues

Our total revenues increased to $23.4 milfarthe three months ended March 31, 2009 from$#gdllion for the three months ended
March 31, 2008. This represents an increase of llibn or 12%. $1.1 million of the increase invemues came from our operations in Ni
America and was attributed primarily to increasesevenues from oufravelzoo Web site and’op 20 newsletter Travelzoo Network , and
Super Search offset by a decrease in revenues fromMNewsflash newsletter. $930,000 of the increase in revenuesedeom our operations in
Europe, which had an increase of 45% in revenuasger year. In local currency terms, revenuesfour operations in Europe increased
100% year over year. We also had a $368,000 inerieagvenues from our operations in Asia Pacificich generated $20,000 in revenue
the three months ended March 31, 2008.

As discussed in Note 12 in the notes to theleased consolidated financial statements, Orbiteldéide accounted for 13% of our total
revenues for the three months ended March 31, 2689.2% of our total revenues for the three moettteed March 31, 2008. No other
clients accounted for 10% or more of our total rewes during the three months ended March 31, 2002808. The agreements with Orbitz
Worldwide are in the form of multiple insertion erd from groups of entities under common contran&gement expects revenue
concentration to remain significant in the foresdeduture because there is a high concentratighdronline travel agency industry.

Management believes that our ability to inseegevenues in the future depends mainly on tthevwiolg factors:
. Our ability to increase our advertising rat

. Our ability to sell more advertising to existingecits;

. Our ability to increase the number of clier

. Our ability to develop new revenue streams;

. Our ability to launch new product

We believe that we can increase our advedtisates if the reach of our publications increa¥és.do not know if we will be able to
increase the reach of our publications. We belteaéwe can sell more advertising if the marketdioline advertising continues to grow and
if we can maintain or increase our market share bélieve that the market for online advertisingtoores to grow. We do not know if we
will be able to maintain or increase our marketrsh®/e historically have increased the numberiehts in every year since inception. We
not know if we will be able to increase the numbkclients in the future. We do not know if we whlhve market acceptance of our new
products.

Our goal is to increase our advertising ratdsast once a year in each market, preferabdf danuary 1 of each year. However, we dic
increase our advertising rates in the U.S. on JgrLig2008 or January 1, 2009 due to intense catigretn our industry. We intend to
continue reviewing advertising rates and considgimereases once a year as of January 1. Howénge is no assurance that we will incre
our advertising rates. Depending on the level ofjgetition in the industry and the condition of tirdine advertising market, we may decide
not to increase our advertising rates in all otatermarkets.

Average annualized revenue per employee deeteta $454,000 for the three months ended MarcR@IO from $471,000 for the three
months ended March 31, 2008. The decrease in avesagnue per employee for the three months endedhvB1, 2009 compared to the
three months ended March 31, 2008 was primarilytduke increase in headcount related to the grofvtur business in Europe.

19




Table of Contents

Cost of Revenues

Cost of revenues consists primarily of netwexkenses, including fees we pay forlaoation services, depreciation of network equipty
payments made to third-party partners of Thavelzoo Network , and salary expenses associated with network tipessstaff. Our cost of
revenues increased to $1.3 million for the threetm® ended March 31, 2009 from $529,000 for theettmonths ended March 31, 2008. /
percentage of revenue, cost of revenues increased% for the three months ended March 31, 2089 {2.5% for the three months ended
March 31, 2008. The $734,000 increase in costwdmaes for the three months ended March 31, 200%ared to the three months ended
March 31, 2008 was primarily due to a $226,000aa6e in payments made to third-party partnerseofitavelzoo Network, a $194,000
increase in depreciation and maintenance costsa &1@8,000 increase in fees we pay for co-loca@nices.

Operating Expenses
Sales and Marketing

Sales and marketing expenses consist primafrifglvertising and promotional expenses, salapeeges associated with sales, marketing
and production staff, expenses related to our@patiion in industry conferences, and public relagi expenses. Sales and marketing expense
decreased to $12.3 million for the three monthsedridarch 31, 2009 from $13.4 million for the threenths ended March 31, 2008. The
goal of our advertising was to acquire new subscsitior our e-mail products, increase the traffiotir Web sites, and increase brand
awareness fofravelzoo . The $1.1 million decrease in sales and marketkpenses for the three months ended March 31, @@®@ared to
the three months ended March 31, 2008 was primdug/to a $1.1 million decrease in advertisingdguire new subscribers for our e-mail
products and a $761,000 decrease in brand, tratlethar marketing expense offset by a $928,00@as® in salary and employee related
expenses due primarily to an increase in headcé&onthe three months ended March 31, 2009 and,2@b&rtising expenses accounted for
58% and 67%, respectively, of total sales and nimgk@xpenses.

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 matdsif the reach of our publications increasesoider to increase the reach of our
publications, we have to acquire a significant nanmdif new subscribers in every quarter and conttoywomote our brand. One significant
factor that impacts our advertising expenses igtlegage 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 Urik2006, we began operations in Canada, GermanySpait. In 2007, we began operations
in Australia, China, France, Hong Kong, Japan, Baidvan. The start-up of our business in EuropeAsid Pacific is expected to result in a
relatively high level of sales and marketing expeinsthe foreseeable future.

General and Administrative

General and administrative expenses condisigpity of compensation for administrative, exeeatiand software development staff, fees
for professional services, rent, bad debt expearsertization of intangible assets, and generateféixpense. General and administrative
expenses increased to $6.9 million for the threathmended March 31, 2009 from $5.7 million for theee months ended March 31, 2008.
The $1.2 million increase in general and administeaexpenses was primarily due to a $737,000 aszen salary and employee related
expenses due primarily to an increase in headcau®61,000 increase in bad debt expense and adfDOBicrease in depreciation and
amortization expenses.

For the three months ended March 31, 2009\endh 31, 2008, the Company recorded expense 008land $7,000, respectively, rele
to a program under which the Company makes casimgatg to people who establish that they were fostaakholders of Travelzoo.com
Corporation, and who failed to submit requestssfares in Travelzoo Inc. within the required tinegigpd. The expense is 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.
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Subscriber Acquisitior

The table set forth below provides for eachartgr in 2006, 2007, 2008, and the first three mmewf 2009, an analysis of our average cost
for acquisition of new subscribers for oimavelzoo Top 20 newsletter and oudewsflash e-mail alert service for our North America, Europe,
and Asia Pacific operating segments.

The table includes the following data:

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

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

. Subscribers Removed From List: Subscribers whe wamoved from our lists throughout the quartdrezias 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 aetiteof the quarter, computed by taking the presviguarter’s subscriber balance,
adding new subscribers during the current quaaitedt,subtracting unsubscribes during the currentteu

North America:

Average Cost per Subscribers
Acquisition of a Removed
Period New Subscriber New Subscribers From List Balance

Q1 2006 $2.5¢4 714,64 (317,94) 9,773,55I
Q2 2006 $2.11 737,73 (532,679) 9,978,60!
Q3 2006 $1.8¢ 491,52 (327,47)) 10,142,66
Q4 2006 $1.5¢ 373,55¢ (288,88)) 10,227,33
Q1 2007 $2.61 730,06: (345,89¢) 10,611,50
Q2 2007 $3.0: 552,48t (335,309 10,828,68
Q3 2007 $3.92 385,40¢ (255,009 10,959,08
Q4 2007 $3.7¢ 279,96’ (242,82) 10,996,23
Q1 2008 $4.97 296,56 (270,42)) 11,022,37
Q2 2008 $3.3¢ 348,50¢ (303,62) 11,067,25
Q3 2008 $3.7: 360,91¢ (292,05 11,136,11
Q4 2008 $2.7¢ 487,68 (341,05) 11,282,74
Q1 20098 $2.2¢ 720,32( (259,53) 11,743,52
Europe:

Average Cost per Subscribers

Acquisition of a Removed

Period New Subscriber New Subscribers From List Balance

Q1 2006 $2.1¢ 143,66t (16,83) 424,60:
Q2 2006 $2.6¢ 129,43t (34,070 519,97.
Q3 2006 $1.2: 126,56t (29,799 616,74«
Q4 2006 $2.94 69,48¢ (30,949 655,29(
Q1 2007 $3.8¢ 159,43¢ (31,350) 783,37¢
Q2 2007 $4.4: 206,00: (39,690 949,69:.
Q3 2007 $2.9¢ 331,90: (32,689 1,248,90!
Q4 2007 $5.8¢ 165,78 (33,357 1,381,33!
Q1 2008 $3.9C 362,41 (45,157 1,698,59!
Q2 2008 $4.8¢ 226,15t (31,05% 1,893,691
Q3 2008 $4.52 253,96: (38,419 2,109,23!
Q4 2008 $3.3¢2 160,17: (46,736 2,222,67!
Q1 2009 $3.0¢ 295,45( (40,549 2,477,58:
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Asia Pacific:

Average Cost per Subscribers

Acquisition of a Removed

Period New Subscriber New Subscribers From List Balance

Q2 2007 $2.4€ 1,06¢ 4 1,06¢
Q3 2007 $2.2¢ 42,10¢ (13¢) 43,03:
Q4 2007 $2.9C 180,44t (9,019 214,46!
Q1 2008 $3.12 393,31: (26,199 581,57
Q2 2008 $3.37 369,49: (38,049 913,02(
Q3 2008 $2.4¢€ 194,46: (43,589 1,063,89.
Q4 2008 $2.6€ 84,93 (40,527 1,108,30!
Q1 2009 $2.2¢ 182,50: (32,939 1,257,87.

In North America, we have noted a trend oféasing average cost per acquisition of a new sillesq“CPA”) over the last few years,
driven by a gradual increase in online advertisatgs by our media suppliers as well as increastdts from competitors using similar
forms of online advertising for their own marketiefforts. The decline in new subscriber acquisitosts in North America in Q3 2006 was
impacted by a credit received from a vendor inahmunt of $170,000. The decline in CPA in North Aiceein Q4 2008 reflects the effect of
new advertising campaigns which were tested dutiegjuarter. The decline in CPA in Q1 2009 refl¢lotseffect of new advertising
campaigns which were tested during the quartereihetcts a decrease in online advertising ratesusymedia suppliers. We do not consider
the decline in CPA to be indicative of a longemtdrend or to indicate that our CPA is likely taytt this level or is likely to decline further.

In Europe, we see a large fluctuation in tfRACThe CPA fluctuates from quarter to quarter ioth country to country. The decline in
CPA in Europe in Q4 2008 reflects the change inettehange rates between Q3 2008 and Q4 2008 andraed for $0.51 of the decrease in
the CPA.

We began operations in Asia Pacific in ApfiDZ and started acquiring new subscribers in Alisti@hina, Hong Kong, Japan, and
Taiwan. The CPA in Asia Pacific fluctuates from geato quarter and from country to country.

Future increases in CPA is likely to resulhigher absolute marketing expenses and potentialyer relative marketing expenses as a
percentage of revenue. Going forward we expectimoatl upward pressure on online advertising ratescantinued activity from
competitors, which will likely increase our CPA ovhe long term. The effect on operations is thatter absolute and relative marketing
expenditure is necessary to continue to grow thehr@f our publications. However, it is possiblatttihe factors driving subscriber acquisit
cost increases can be partially or completely otigenew or improved methods of subscriber acqaisitising techniques which are under
evaluation.
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Segment Information

We have presented the business segmentsirefiirt based on our organizational structure &aoch 31, 2009.

North America

Three Months Ended March 31,

2009 2008
(In thousands
Net revenue: $20,03! $18,91"
Income from operatior 5,81t 6,26¢
Income from operations as a % of reven 29.(% 33.1%

In North America, revenues increased $1.liomlbr 6% for the three months ended March 31, 2808pared to the same period in 2008.
The increase in revenue was primarily due to irmedaevenue from odiravelzoo Web site Super Search and Travelzoo Network . Sales and
marketing expenses as a percentage of revenueadedreo 44% or $8.8 million for the three monthdezhMarch 31, 2009 from 46% or
$8.6 million for the three months ended March 310& The $146,000 increase in sales and markexipgnse was primarily due to a
$531,000 increase in salary and employee relatpdreses and a $173,000 increase in advertisinggidracnew subscribers for our e-mail
products offset by a $422,000 decrease in expdaosésand marketing campaigns. General and admétigé expenses as a percentage of
revenue increased to 22% or $4.3 million for the¢hmonths ended March 31, 2009 from 19% or $3lémfor the three months ended
March 31, 2008. The $766,000 increase in generhbdministrative expense was primarily due to a&2$3@0 increase in salary and emplc
related expenses and a $157,000 increase in baéxj@nse. Income from operations for North Amessa percentage of revenue for the
three months ended March 31, 2009 compared tditke thonths ended March 31, 2008 decreased to Z800933.1%.

Europe
Three Months Ended March 31,
2009 2008
(In thousands
Net revenue: $2,97¢ $ 2,04¢
Loss from operation (1,276 (2,247
Loss from operations as a % of reven 42.8% 109.%

In Europe, revenues increased $930,000 orf5%e three months ended March 31, 2009 comparédte same period in 2008. The
increase in revenue was driven by the additiones¥ nlients, increases in our advertising rategeim®ed spending from existing clients, and
new product offerings and revenue streams. Saksmanketing expenses decreased to $2.6 milliothiathree months ended March 31,
2009 from $3.1 million for the three months endeardh 31, 2008. The $478,000 decrease in sales arlceting expense was due primarily
to a $501,000 decrease in advertising to acquinesubscribers for our e-mail products. General ashainistrative expenses increased by
$394,000 to $1.5 million for the three months enliedich 31, 2009 compared to the prior year perioel primarily to a $320,000 increase in
salary and employee related expenses. Our lossdparations in Europe was $1.3 million for the éhmeonths ended March 31, 2009
compared to a loss of $2.2 million for the threenthe ended March 31, 2008.

Asia Pacific
Three Months Ended March 31,
2009 2008
(In thousands
Net revenue $ 38¢ $ 20
Loss from operation (1,719 (2,745

In Asia Pacific, revenues increased $368,@0@He three months ended March 31, 2009 comparttetsame period in 2008. Sales and
marketing expense decreased to $923,000 for the thonths ended March 31, 2009 from $1.6 milliartlie three months ended
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March 31, 2008. The $726,000 decrease was primduidyto an $821,000 decrease in advertising toikecgaw subscribers for our e-mail
products. General and administrative expenses $&femillion for the three months ended March 302and March 31, 2008. Our loss
from operations in Asia Pacific was $1.7 milliorr foe three months ended March 31, 2009 comparaddss of $2.7 million for the three
months ended March 31, 2008.

Income Taxes

We recorded income tax provisions of $2.3iomlland $2.6 million for the three months ended d¥ie81, 2009 and March 31, 2008,
respectively. Our income is generally taxed inth8. and our income tax provisions reflect fedaral state statutory rates applicable to our
levels of income and expenses, adjusted to takeaittount expenses that are treated as havingcogniegable tax benefit. For the three
months ended March 31, 2009 and 2008, our effetdiveates were 87% and 164%, respectively. O@ctife tax rate decreased for the tl
months ended March 31, 2009 compared to 2008 doeply to the decrease in losses from our EurapgAsia Pacific business segments
which were treated as having no recognizable taetite

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

In January 2009, the IRS issued a Notice op®sed Adjustment contesting our tax deductior#Z0Db and 2006 related to the program
under which we made cash payments to people whblested that they were former stockholders of &zwo.com Corporation, and who
failed to submit requests to convert their shamés shares of Travelzoo Inc. within the requiredetiperiod. We are currently evaluating the
Notice of Proposed Adjustment to determine if weeagbut if agreed, the Notice of Proposed Adjustmeuld result in an addition
payment of approximately $548,000, plus interegthie end of 2009. We believe we have adequatelyiged for this matter in the balance
of our long-term tax liabilities and it is not exyped to have a material impact on our results efajons.

Liquidity and Capital Resources

As of March 31, 2009, we had $15.6 milliorcash and cash equivalents. Cash and cash equivalergased from $14.2 million as of
December 31, 2008 primarily as a result of cashigeal by operating activities and financing actestas explained below. We expect that
cash on hand will be sufficient to provide for wioik capital needs for at least the next 12 months.

Three Months Ended March 31

2009 2008

(In thousands
Net cash provided by operating activit $ 2,06¢ $ 3,64i
Net cash used in investing activiti (2,644 (1,717
Net cash provided by financing activiti 2,15¢ —
Effect of exchange rate changes on cash and casvadnts (119 (126)
Net increase in cash and cash equival $ 1,46f $ 1,80/

Cash provided by operating activities is mebme or net loss adjusted for certain non-cashsitgnd changes in assets and liabilities. Net
cash provided by operating activities for the thmemnths ended March 31, 2009 decreased by $1.®@mdbmpared to the three months
ended March 31, 2008. The $1.6 million decreasmgh provided by operating activities was due $8.& million decrease in our operating
assets and liabilities mainly due to the timingpafments of accounts payable and income taxes widsgartially offset by an increase in net
income and an increase in non-cash related itelatedeto depreciation and amortization, provisionlfsses on accounts receivable and net
foreign currency effects.

Net cash used in investing activities was $2iléon for the three months ended March 31, 2008t cash used in investing activities was
$1.7 million during the three months ended MarchZD8. During the three months ended March 3192@@ used $1.8 million to purchase
the fly.com domain name and we used $884,000 fopthichase of property and equipment. During theetmonths ended March 31, 2008,
we used $875,000 for the purchase of restricteld wédsch serves as the collateral for a standbeieit credit for the security deposit of our
corporate headquarters and we used $842,000 fautithase of property and equipment.
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Net cash provided by financing activities &s2 million for the three months ended March 3102 There were no financing activities
for the three months ended March 31, 2008. Fotitteee months ended March 31, 2009, net cash pravigdinancing activities was due to
the exercise of stock options.

Our capital requirements depend on a numbg&abbrs, including market acceptance of our préslaad services, the amount of our
resources we devote to the development of new ptedoash payments to former stockholders of Temgetom Corporation, expansion of
our operations, and the amount of resources wetddéogromoting awareness of theavelzoo brand. Since the inception of the program
under which we would make cash payments to peopteestablish that they were former stockholderrafelzoo.com Corporation, and
who failed to submit requests to convert their shanto shares of Travelzoo Inc. within the reqiitiene period, we have incurred expenses
of $2.7 million. While future payments for this gram are expected to decrease, the total costsoptbgram is still undeterminable because
it is dependent on our stock price and on the nurabealid requests ultimately received. Consisigith our growth, we have experienced
substantial increases in our cost of revenuess sald marketing expenses and our general and adratiie expenses, and we anticipate that
these increases will continue for the foreseealilaré. We believe cash on hand will be sufficienpay such costs. In addition, we will
continue to evaluate possible investments in bssie® products and technologies, the consummdtiemyaf which would increase our
capital requirements.

Although we currently believe that we havefisignt capital resources to meet our anticipatedking capital and capital expenditure
requirements for at least the next 12 months, ucipated events and opportunities or a less faverttan expected development of our
business in Asia Pacific and Europe may requir® sl additional equity or debt securities ometish new credit facilities to raise capital
order to meet our capital requirements.

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

If the development of our business in AsiaifRaand Europe is less favorable than expectedmag decide to significantly reduce the ¢
of our operations and marketing expenses in theskeats with the objective of reducing cash outfltavEebruary 2009, our Board of
Directors began reviewing strategic alternativeiar business in Asia Pacific. For the three msmihded March 31, 2009, cash used in
operating activities in Asia Pacific and Europe $a9 million and $1.3 million, respectively.

The following summarizes our principal conttet commitments as of March 31, 2009 (in thousgnds

2009 2010 2011 2012 2013 Thereafter Total

Operating lease $ 3,36¢ $ 3,17 $ 2,15¢ $ 2,03t $ 1,92/ $ 161 $12,81¢
Purchase obligatior 914 85E — — — — 1,76¢
Total commitment: $ 4,27¢ $ 4,032 $ 2,15¢ $ 2,03 $ 1,924 $ 161 $14,58¢

The table above excludes net unrecognizeti¢agfits of approximately $788,000 as of MarchZI9, because the Company is unab
make reasonably reliable estimates on the timinpetash settlements with the respective taxirigoaities.
Growth Strategy

Our growth strategy has two main elements:

. Replicate our business model in selected foreigrketain Asia Pacific and in Europe; a

. Expand the scope of our business ma

In 2007, we began development of Thavelzoo Network , a network of third-party Web sites that list ghdeals published by Travelzoo.
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In 2009, we are continuing to develop our gatement content and related advertising services ding information on outstanding de
for shows, sporting events, concerts, and othereihment.

In February 2009, we launchEly.com, a new travel search engine. We intend to allosigeificant resources towards the developme
Fly.com.

Recent Accounting Pronouncements

In September 2006, the Financial Accountiran8ards Board (“FASB”) issued Statement of Findms@zounting Standards (“SFAS”)
No. 157,“Fair Value Measurements” (“SFAS 157"). SFAS 15Tabtishes a framework for measuring the fair valfiassets and liabilities.
This framework is intended to provide increasedsgsiency in how fair value determinations are mawider various existing accounting
standards which permit, or in some cases requstanates of fair market value. SFAS 157 becamectfe for fiscal years beginning after
November 15, 2007, and interim periods within thiiseal years. Effective January 1, 2009, the Cammadopted Accounting Standa
Board (“FASB”) Staff Position No. 157-2, “EffectiV@ate of FASB Statement No. 157" (“FSP 157-2"). FI57-2 delayed the effective date
of SFAS 157 for all non-financial assets and nordficial liabilities, except those recognized ocldised at fair value in the financial
statements on a recurring basis, until the begmaofrthe first quarter of fiscal 2009. The adoptadr-SP 1572 did not have a material impz
on the Company’s consolidated results of operatwrfsancial condition.

Effective January 1, 2009, the Company adopts8B Staff Position No. 142-3, “Determination b&tUseful Life of Intangible
Assets” (“FSP 142-3"), which amends the factorgatity should consider in developing renewal oeaston assumptions used in
determining the useful life of recognized intangibksets under FASB Statement No. 142, “Goodwdl@ther Intangible Assets”. This
guidance applies prospectively to intangible asetisare acquired individually or with a groupodifier assets in business combinations and
asset acquisitions. Under FSP 142-3, entities afitiig the useful life of a recognized intangibleeianust consider their historical experience
in renewing or extending similar arrangementsrothe absence of historical experience, must censissumptions that market participants
would use about renewal or extension. The adomtidhis standard did not have an impact on the Gomijs consolidated results of
operations or financial condition.

RISK FACTORS

Investing in our common stock involves a high degree of risk. Any or all of the 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 be profitable.

For the three months ended March 31, 2009yemerated net income of $388,000. In the year ebegedmber 31, 2008, we generated a
net loss of $4.1 million. Although we were profitatior the three months ended March 31, 2009 addblean profitable prior to 2008, there
no assurance that we will be profitable again anftiture. We forecast our future expense leveledas our operating plans and our estirr
of future revenues. We may find it necessary taifigantly accelerate expenditures relating to gales and marketing efforts or otherwise
increase our financial commitment to creating amintaining brand awareness among Internet usertravel companies. If our revenues
grow at a slower rate than we anticipate, or if spending levels exceed our expectations or cdmnatljusted to reflect slower revenue
growth, we may not generate sufficient revenudsetprofitable. We expect our operations in AsiaifRaand Europe to incur significant
losses in the next 18 months to three years. Weattpat this will have a material negative impaciour operating margins, net income and
cash flows. Any of these developments could reaudtsignificant decrease in the trading price wf @ommon stock.

Fluctuations in our operating results may negatiyeimpact our stock price.

Our quarterly operating results may fluctugigmificantly 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 quartesylts include:
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. mismatches between resource allocation and clemiatd due to difficulties in predicting client demdan a new marke
. changes in general economic conditions that coffédtamarketing efforts generally and online maikgtefforts in particular

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

. the introduction, development, timing, compeétjricing 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 affectithg Internet generally or the operation of ourdoieis and services specifical

. payments which we may make to previous stockmsldeTravelzoo.com Corporation who failed to subraguests to convert their
shares into shares of Travelzoo Inc. within thesiegl time period; an

. volatility of our operating results in new marke

We may significantly increase our operatingaenses related to advertising campaigndfawel zoo for a certain period if we see a unique
opportunity for a brand marketing campaign, if welfit necessary to respond to increased brandetiagkby a competitor, or if we decide
accelerate our acquisition of new subscribers.

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

We depend on one client for a substantial part efrgevenues.

For the three months ended March 31, 2009itOvtorldwide accounted for 13% of our revenuese Bgreements with Orbitz Worldwide
are in the form of multiple insertion orders, itheir the Company’s standard form or in the cliefdfen. The loss of this client might result in
a significant decrease in our revenues, which cbaice a material adverse effect on our business.

Our business model may not be adaptable to a chaggharket.

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

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

During the three months ended March 31, 2008 cash and cash equivalents increased by $1li&mtib $15.6 million. We intend to
continue to grow our business, and intend to fumdcoirrent operations and anticipated growth frommdash on hand. However, this may not
be sufficient to meet our cash needs. We may nableeto obtain financing on commercially reasoadabims, or at all.
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If additional financing is not available wheaquired or is not available on acceptable ternesmnay be unable to fund our expansion,
successfully promote our brand name, develop camedgnour products and services, take advantagesofdss opportunities, or respond to
competitive pressures, any of which could have teris adverse effect on our business.

If we choose to raise additional funds throtlghissuance of equity securities, you may expeeéssignificant dilution of your ownership
interest and holders of the additional equity séiesrmay have rights senior to those of the halddrour common stock. If we obtain
additional financing by issuing debt securitie® tbrms of these securities could restrict or preus from paying dividends and could limit
our flexibility in making business decisions.

Our business may be sensitive to recessions.

The demand for online advertising may be lihiethe level of economic activity and employmienthe U.S. and abroad. Specifically, «
business is dependent on the demand for onlineréglag from travel companies. The last recessiecréased consumer travel and caused
travel companies to reduce or postpone their madkspending generally, and their online marketpgnding in particular. Recessions cc
have a material adverse effect on our businessieadcial condition.

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, telecommunicationduias, unexpected technical problems in the
systems that power our Web sites and distributeeemail newsletters, break-ins and similar eventaddition, a significant portion of our
network infrastructure is located in Northern Gailifia, an area susceptible to earthquakes. We toave multiple site capacity in the event
of any such occurrence. Outages could cause signtfinterruptions of our service. In addition, gigsour implementation of network
security measures, our servers are vulnerablerpuater viruses, physical and electronic breakans, similar disruptions from unauthorized
tampering with our computer systems. We do notydausiness interruption insurance to compensafterussses that may occur as a resu
any of these events.

Technological or other assaults on our service cdllarm our business.

We are vulnerable to coordinated attempts/éyload our systems with data, which could resutiénial or reduction of service to some or
all of our users for a period of time. We have eigreced denial of service attacks in the past,raag experience such attempts in the future.
Any such event could reduce our revenue and harmomerating results and financial condition. Wendd carry business interruption
insurance to compensate us for losses that may asau result of any of these events.

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

In May 2005, we began operations in the Urk2006, we began operations in Canada, Germany$paih. In 2007, we began operations
in Australia, China, France, Hong Kong, Japan, Baidvan. We expect our operations in Asia Pacifid Barope will incur significant losses
in the next two to three years primarily as a restisignificant expenses related to subscribeussitipn and other marketing activities. These
losses may not have any recognizable tax beneéteMpect that this will have a material negativpaet on our operating margins, net
income and cash flows. Any of these developmenttda@sult in a significant decrease in the traginige of our common stock. In addition
to uncertainty about our ability to generate nebme from our foreign operations and expand o@ritdtional market position, there are
certain risks inherent in doing business intermetily, including:

. trade barriers and changes in trade regulati

. 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;

. potentially adverse tax consequent
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We may not be able to continue developing awarerassur brand name.

We believe that continuing to build awarenefsthe Travel zoo 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 obstaclegkwprevent our continued use of our br:
name, our business could be materially adversédetafd.

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 or the current gldibahcial crisis have a negative impact on the
travel industry. We are not in a position to eviduhe net effect of these circumstances on ounbss. In the longer term, our business r
be negatively affected by financial pressures enttavel industry. However, our business may aéstefit if travel companies increase their
efforts to promote special offers or other marlgtmograms. If such events result in a long-tergatige impact on the travel industry, such
impact could have a material adverse effect orbosmess.

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 inone the responsiveness, functionality, and featafeur products and services. We may
not succeed in developing features, functions, yete] or services that travel companies and Intersers 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 waéthidly changing technologies and client needs.

Our success is dependent on our ability teligvnew and enhanced software, services, aneédegbducts to meet rapidly evolving
technological requirements for online advertisi®gr current technology may not meet the futurernagc requirements of travel companies.
Trends that could have a critical impact on ourcsess 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 enhancememtedting products in response to our
industry’s changing technological requirements, lmusiness could be materially adversely affected.
Our business and growth will suffer if we are unabto hire and retain highly skilled personnel.

Our future success depends on our abilittttact, train, motivate, and retain highly skillechployees. We may be unable to retain our
skilled employees, or attract, assimilate, andimeaither highly skilled employees in the future. WWave 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 resslilled personnel, our growth may be restrictediclv could adversely affect our future
success.
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We may not be able to effectively manage our expagaperations.

Since the commencement of our operations,ave lexperienced a period of rapid growth. In otdexxecute our business plan, we must
continue to grow significantly. As of March 31, H)Qve had 206 employees. We expect that the nuoflmrr employees will continue to
increase for the foreseeable future. This growthgiaced, and our anticipated future growth withthaue to place, a significant strain on our
management, systems, and resources. We expeetahaill need to continue to improve our financiablamanagerial controls and reporting
systems and procedures. We will also need to ceatio expand and maintain close coordination ansemgales, production, marketing, IT,
and finance departments. We may not succeed ie #fésrts. Our inability to expand our operationsn efficient manner could cause our
expenses to grow disproportionately to revenuestexenues to decline or grow more slowly than etgaand could otherwise have a
material adverse effect on our business.

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

We face intense competition. We compete fordising dollars with large Internet portal siteach as America Online, MSN, and
Yahoo!, that offer listings or other advertisingpoptunities for travel companies. These companie® significantly greater financial,
technical, marketing, and other resources and lalgat bases. We compete with search enginesdibegle and Yahoo! Search that offer
pay-per-click listings. We also compete with trarta-search engines and online travel deal pudrsishVe also compete with large online
travel agencies like Expedia and Priceline thai affer advertising placements. In addition, we pete with newspapers, magazines, and
other traditional media companies that operate ¥#els which provide online advertising opportursitié/e expect to face additional
competition as other established and emerging coiepaincluding print media companies, enter théeradvertising market. Competition
could result in reduced margins on our servicess tif market share, or less us&dvelzoo by travel companies and consumers. If we an
able to compete effectively with current or futemmpetitors as a result of these and other factonsbusiness could be materially adversely
affected.

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

Our future success depends to a significatengon the continued service and coordinationunfroanagement team, particularly Holger
Bartel, our Chief Executive Officer. The loss opddure of any of our officers or key employeesldounaterially adversely affect our ability
to implement our business plan. We do not mairkainperson life insurance for any member of our ag@ment team. In addition, we exg
new members to join our management team in thedufthese individuals will not previously have wedktogether and will be required to
become integrated into our management team. Ikeyimanagement personnel are not able to workhegeffectively or successfully, our
business could be materially adversely affected.

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

We use technology and software products fitwind parties including Microsoft. Technology frormarccurrent or other vendors may not
continue to be available to us on commercially oeable terms, or at all. Our business will suffevé are unable to access this technolog
gain access to additional products or to integnate technology with our existing systems. This dazduse delays in our development and
introduction of new services and related productsmancements of existing products until equiviademeplacement technology can be
accessed, if available, or developed internallfgasible. If we experience these delays, our lssirould be materially adversely affected.
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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 kmehmay continue to be subject to wide fluctuaiddur stock price may fluctuate in
response to a number of events and factors, sughaaterly variations in operating results; ann@ments of technological innovations or
new products by us or our competitors; changemantial estimates and recommendations by secustialysts; the operating and stock
price performance of other companies that investaag deem comparable to us; and news reportsngladitrends in our markets or general
economic conditions.

In addition, the stock market in general, gr@market prices for Internet-related companigzairticular, 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.

We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and whous Chairman of the Board, is our largest stoctbglholding beneficially, as of May 1,
2009, approximately 66.3% of our outstanding sharbsough his share ownership, he is in a postiiocontrol Travelzoo and to elect our
entire board of directors.

Risks Related to Legal Uncertainty

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

To date, governmental regulations have noenaly restricted use of the Internet in our maskélowever, the legal and regulatory
environment that pertains to the Internet is umderand 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 grovitthe Internet. In addition to new laws and
regulations being adopted, existing laws may bdiegpo the Internet. New and existing laws mayearagsues which include:

e user privacy

e ant-spam legislation

» consumer protectior

» copyright, trademark and patent infringeme
 pricing controls

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

» other claims based on the nature and content efriat materials

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

We may be sued for defamation, negligenceyrigipt or trademark infringement or other legalicia relating to information that is
published or made available in our products. Thgses of claims have been brought, sometimes ssitdlys against online services in the
past. The fact that we distribute information vimail may subject us to potential risks, such akilities or claims resulting from unsolicited
e-mail or spamming, lost or misdirected messagesurity breaches, illegal or fraudulent use of aékrainterruptions 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 mayeaidilersely affected.
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Claims may be asserted against us relating to slsamet issued in our 2002 merger.

The merger of Travelzoo.com Corporation i@ Company became effective on April 25, 2002. i8tofders of Travelzoo.com
Corporation were allowed a period of two yearsdwihg the effective date to receive shares in them@any. After April 25, 2004, two years
following the effective date, we ceased issuingahto the former stockholders of Travelzoo.comp@uation. Many of the “Netsurfer
stockholders,” who had applied to receive shareEa¥elzoo.com Corporation in 1998 for no cash meration, did not elect to receive their
shares which were issuable in the merger priongécend of the twgear period. A total of 4,115,532 of our sharesohthiad been reserved
issuance in the merger were not claimed.

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 chalkieggpplicability of escheat rights in that, amaiger reasons, the identity, residency and
eligibility of the holders in question cannot baetenined. 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 refemebove 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 thatrthghts to receive their shares expired
two years following the effective date of the merges provided in the merger agreement. We alseaxp take the position, if escheat or
similar claims are asserted in respect of the uedshares in the future, that we are not requaréssue such shares. Further, even if it were
established that unissued shares were subjectheatsclaims, we would assert that the claimant mstsblish that the original Netsurfer
stockholders complied with the conditions to issitaaf 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 4,068,000 shares of commorkdtmeno 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 faiked to submit requests to convert their shamés shares of Travelzoo Inc. within the
required time period. The accompanying condensaddtmlated financial statements include a charggeimeral and administrative expenses
of $1,000 for these cash payments for the threeimsanded March 31, 2009. The liability was $1,88®f March 31, 2009. The liability is
based on the actual number of valid requests reddirom former stockholders through March 31, 20@ remain unpaid. The total cost of
this program is not reliably estimable becausg litdsed on the ultimate number of valid requestsived and future levels of our common
stock price. Our common stock price affects thiilily because the amount of cash payments un@epribgram is based in part on the recent
level of the stock price at the date valid requastsreceived. We do not know how many of the retguir shares originally received by
Travelzoo.com Corporation in 1998 were valid, bethelieve that only a portion of such requests waliel. As noted above, in order to
receive payment under the program, a person isregtjto establish that such person validly heldestin Travelzoo.com Corporation.
Assuming 100% of the requests from 1998 were védithmer stockholders of Travelzoo.com Corporatiotding approximately 4,068,000
shares had not submitted claims under the progsaof larch 31, 2009.

Our internal controls over financial reporting manot be effective, and our independent auditors nrat be able to certify as to the
effectiveness of our internal controls, which couldve a significant and adverse effect on our busss.

We are obligated to evaluate our internal @dstover financial reporting in order to allow nagement to report on, and our independent
auditors to opine on, our internal controls ovaaficial reporting, as required by Section 404 efSarbanes-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 necessaryraiily, 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 th&ravelzoo 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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We have registered tieavelzoo trademark in the U.S., Australia, Canada, Chinaydddong, Japan, South Korea, Taiwan, and the U.K.
If we are unable to protect our rights in the miarklorth America, Europe, and Asia Pacific, a kegneent of our strategy of promoting
Travelzoo as a brand could be disrupted and our businesd beuhdversely affected. We may not be able toctlateauthorized use of our
proprietary information or take appropriate stapsriforce our intellectual property rights. In atuti, the validity, enforceability, and scope
of protection of intellectual property in Intermetlated industries are uncertain and still evolvifige laws of countries in which we may
market our services in the future are uncertainraag afford little or no effective protection ofrauntellectual property. The unauthorized
reproduction or other misappropriation of our piefary technology could enable third parties toddifirom our technology and brand name
without paying us for them. If this were to occomy 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 “Travelzoothany companies in the industry have similar namelsiding
the word “travel”. We expect that infringement ahai in our markets will increase in number as mamigipants enter the markets. We may
be subject to legal proceedings and claims frone tiotime relating to the intellectual propertyotifiers in the ordinary course of our
business. We may incur substantial expenses imdifg against these third party infringement clairegardless of their merit, and such
claims could result in a significant diversion bétefforts of our management personnel. Succeisdfirgement claims against us may result
in monetary liability or a material disruption imet conduct of our business.

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

Our operations in Asia Pacific expose us teifm currency risk associated with agreementsgogémominated in Australian Dollars,
Chinese Yuan, Hong Kong Dollars, Japanese YenTaiwan Dollars. Our operations in Canada expode @sreign currency risk associated
with agreements being denominated in Canadian BBoKaur operations in Europe expose us to foreigreacy risk associated with
agreements being denominated in British Pounddir8jeand Euros. We are exposed to foreign curreiskyassociated with fluctuations of
these currencies as the financial position andatjmey results of our operations in Asia Pacificn@#a and Europe will be translated into U.S.
Dollars for consolidation purposes. We do not usévdtive instruments to hedge these exposures.

Item 4. Controls and Procedures

As of March 31, 2009, we carried out an eviadurg under the supervision and with the partiggrabf the Company’s management,
including the Company’s Chief Executive Officer mdpwith the Company’s Chief Financial Officer, béteffectiveness of the design and
operation of our disclosure controls and procedptesuant to Exchange Act Rule 13a-15. Based upatret/aluation, the Company’s Chief
Executive Officer along with the Company’s Chieh&incial Officer concluded that our disclosure colistand procedures were effective to
ensure that the information required to be disadseus in this quarterly report was recorded, pssed, summarized and reported within the
time periods specified in the SEC’s rules and ragiuhs and were also effective to ensure that m&iion required to be disclosed by us in
this quarterly report was accumulated and commumict our management including the Company’s Clhiefcutive Officer and the
Company’s Chief Financial Officer to allow timelgcisions regarding its disclosure.

During the three months ended March 31, 2689 was no change in our internal control oveatricial reporting (as defined in Exchal
Act Rule 13a-15(f)) that materially affected, orémsonably likely to materially affect, the Comypaninternal control over financial reportii
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PART [IOTHER INFORMATION

Iltem 1A. Risk Factors

An updated 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 ofskéadtors associated with our business previadisiglosed in Item 1A of our 2008 Annual
Report on Form 10-K and is incorporated hereindfgrence.

Item 6. Exhibits

The following table sets forth a list of exitéh

Exhibit

Number Description

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

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

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

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

32.11  Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002

32.21  Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdidoB8e906 of the Sarbanes-

Oxley Act of 2002

¥ Filed herewitr
T Furnished herewit

34




Table of Contents

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: May 11, 2009
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EXHIBIT 31.1

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

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

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officardal are responsible for establishing and maintgimisclosure 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 pguoes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b. designed such internal control over finahm@porting, or caused such internal control diremncial 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 geneeatepted accounting principles;

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

d. disclosed in this report any change inrdggstrant’s internal control over financial 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 atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

/s/ HOLGER BARTEL
Holger Bartel
Chief Executive Officer

Date: May 11, 2009



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 report doescantain any untrue statement of a material facioit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officardal are responsible for establishing and maintgimisclosure 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 pguoes, 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 tperiod in which this report is being prepared;

b. designed such internal control over finahm@porting, or caused such internal control diemncial 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 geneeatepted accounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; 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 atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

/s/ WAYNE LEE
Wayne Lee
Chief Financial Officer

Date: May 11, 2009



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 Secuiifiehange Act of 1934, and in connection with tharterly report of Travelzoo Inc. on Form
10-Q for the period ending March 31, 2009, the wsideed hereby certifies, pursuant to 18 U.S.C5813s adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, to the best of his Kedge, that (1) this report fully complies with tfegjuirements of Section 13(a) or Section
15(d) of the Securities Exchange Act of 1934 andh& information contained in this report fairlepents, in all material respects, the
financial condition and results of operations @& thgistrant.

Date: May 11, 2009 By: /s/ HOLGER BARTEL
Holger Bartel
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 Secuiifiehange Act of 1934, and in connection with tharterly report of Travelzoo Inc. on Form
10-Q for the period ending March 31, 2009, the usideed hereby certifies, pursuant to 18 U.S.C5813as adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, to the best of his Kedge, that (1) this report fully complies with tfegjuirements of Section 13(a) or Section
15(d) of the Securities Exchange Act of 1934 andh& information contained in this report fairlepents, in all material respects, the
financial condition and results of operations @& thgistrant.

Date: May 11, 2009 By: /s/ WAYNE LEE
Wayne Lee
Chief Financial Officer




