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PART I. FINANCIAL INFORMATION
Item 1. Unaudited Condensed Consolidatedrieial Statements
TRAVELZOO INC.
Condensed Consolidated Balance Sheets
(Unaudited)
September 30, December 31,
2002 2001
Assets
Current assets:
Cash and cash equivalents $ 796,50 $ 609,91¢
Accounts receivable, less allowance for daubtf
accounts of $56,375 and $55,228 as of &dpte
30, 2002 and December 31, 2001, respeytivel 1,090,57 892,33°
Deposits 58,61t 32,50¢
Prepaid expenses and other current assets 42,08: 18,17¢
Deferred income taxes 65,05 65,05
Total current assets 2,052,83: 1,617,99.
Deferred income taxes 15,29¢ 15,29¢
Property and equipment, net 165,34t 137,20(
Intangible assets, net 228,66¢ 360,23t
Total assets 2,462,14. 2,130,73
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable 456,00: 175,35:
Accrued expenses 197,22! 284,31t
Deferred revenue 9,30( 86,72
Income tax payable 334,52¢ 646,45
Total liabilities 997,05t 1,192,84
Commitments
Stockholders’ equity:
Common stock 194,25: 194,25:
Additional paid-in capital (116,078 (116,078
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Retained earnings 1,386,91. 859,71(

Total stockholders’ equity 1,465,08 937,88

Total liabilities and stockholders’ equit $ 2,462,14. % 2,130,73

See accompanying notes to unaudited condensedlidated financial statements.
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TRAVELZOO INC.
Condensed Consolidated Statements of Operations

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
2002 2001 2002 2001
Revenues:
Advertising $ 2,538,07 $ 1,574,060 $ 6,715,05. $ 4,418,70!
Commissions 78 1,06( 304 6,45t
Total revenues 2,538,15: 1,575,12 6,715,35! 4,425,16!
Cost of revenues 90,10¢ 73,91¢ 262,10t 225,18t
Gross profit 2,448,04. 1,501,220 6,453,24: 4,199,97.
Operating expenses:
Sales and marketing 1,510,26! 920,31 3,822,58. 2,160,33!
General and administrative 521,66: 372,98 1,646,27! 935,68t
Merger expenses — 62,48¢ 54,53¢ 303,66¢
Total operating expenses 2,031,92! 1,355,78 5,523,39! 3,399,69!
Income from operations 416,11! 145,42! 929,84¢ 800,27t
Interest income 54C 1,05¢ 2,02 1,71¢
Income before income taxes 416,65! 146,48: 931,87t 801,99(
Income taxes 171,07: 85,93 404,67 453,64t
Net income $ 24558: $ 60,54¢ $ 527,20 $ 348,34
Basic net income per share $ 0.01 $ 0.0C $ 0.0: $ 0.0z
Diluted net income per share 0.01 0.0C 0.0z 0.0z

Shares used in computing basic
net income per share 19,425,14 19,425,14 19,425,14 19,425,14
Shares used in computing diluted



net income per share

20,257,08

19,425,14

See accompanying notes to unaudited condensedlitated financial statements.

Condensed Consolidated Statements of Cash Flows

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:
Depreciation and amortization
Provision for losses on accounts receivable
Loss on disposal of property and equipment
Non-cash revenues
Changes in operating assets and liabilities:
Accounts receivable
Deposits
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Deferred revenue
Income tax payable

Net cash provided by operating
activities

Cash flows from investing activities:
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Repayment of loans from principal stockholder

Cash used in financing activities

Net increase in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period
Supplemental disclosure of cash flow information:

Cash paid for income taxes
Reduction in carrying amounts of intangible asset

TRAVELZOO INC.

(Unaudited)

19,821,84

19,425,14

Nine months ended

September 30,

2002 2001
527,20: $ 348,34
146,24 94,93t

15,02: (109,586
— 567
(3,410 —
(213,263 (147,847
(26,108 (46,756
(23,903 93,08¢
280,65: (102,696
(87,093 43,064
(4,584 56,00
(311,928 67,30¢
298,83. 296,42!
(112,248 (21,614
(112,248 (21,614
— (50,000

— (50,000
186,58 224,81
609,91 45,58¢
796,500 $ 270,39°
757,53: $ 385,10:



and deferred revenue (69,427 —
See accompanying notes to unaudited condensedlitated financial statements.
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TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

1) Basis of Presentation

The accompanying unaudited condensed consolidetaddal statements have been prepared by Travétmodthe “Company” or
“Travelzoo”) in accordance with the rules and regiohs of the Securities and Exchange Commissi&tCjSCertain information and
footnote disclosure normally included in consol@thfinancial statements prepared in accordancegeitierally accepted accounting
principles in the United States of America haverbeendensed or omitted in accordance with sucts e regulations. In the opini
of management, the accompanying unaudited condewseamlidated financial statements reflect all atjents, consisting only of
normal recurring adjustments, necessary to prdaght the financial position of the Company, amsliesults of operations and cash
flows. These condensed consolidated financial statés should be read in conjunction with the Comgsmaudited combined financ
statements and related notes as of and for theeyeld December 31, 2001, included in the Compdrgrs 10-K filed with the
Securities and Exchange Commission (SEC) on AfriD02.

The consolidated financial statements include to®ants of Travelzoo and its wholly-owned subsidirAll significant
intercompany accounts and transactions have baaimated in consolidatior

The results of operations for the nine months er@kgatember 30, 2002 are not necessarily indicafitiee results that may be
expected for the year ending December 31, 2002yother future period, and the Company makes presentations related there

During January 2001, the Board of Directors of Btaso.com Corporation proposed that Travelzoo.camp@ation 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 Mie.April 25, 2002, the certificate of merger wisd in Delaware upon which tl
merger became effective and Travelzoo.com Corporatias dissolved. Each outstanding share of constamk of Travelzoo.com
Corporation was converted into the right to receime share of common stock of Travelzoo Inc. Stoldérs have a period of two
years to receive shares of Travelzoo Inc. Travetzmu Corporation had 11,295,874 shares outstan8mgf September 30, 20C
6,700,118 shares of Travelzoo.com Corporation e lexchanged for shares of Travelzoo Inc. Theirengp4,595,756 shares of
Travelzoo Inc. that may be exchanged are includebe issued and outstanding common stock of Tzaeeinc. The merger was
accounted for as a combination of entities undetroon control using “as-if pooling-of-interests” acmting. Under this method of
accounting, the assets and liabilities of Traveleom Corporation and Travelzoo Inc. were carriewérd to the combined company
at their historical costs. In addition, all pricerjpd financial statements of Travelzoo Inc. wergtated to include the combined results
of operations, financial position and cash flowd odvelzoo.com Corporation. The restated resutt3 favelzoo Inc. are identical to
the combined results of Travelzoo.com Corporatioth Bravelzoo Inc

2) Revenue Recognition

Revenue consists of advertising sales and commis$iom e-commerce transactions. Advertising reesrare derived principally
from the sale of display advertising, classifiegdetising, and banner advertising on firavelzoo website and in théravelzoo Top 20
e-mail newsletter. Commissions are generated fronkings of travel services through customer advergisin theTravelzoo website.

TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

Advertising revenues are recognized in the pemodhich the advertisement is displayed, provided &vidence of an arrangement
exists, the fees are fixed and determinable, nuifgignt obligations remain at the end of the periand collection of the resulting
receivable is deemed probable. If advertising $pldiyed within one month, revenues are recognizéteaend of the display period. If
advertising is displayed over two or more montegenues are recognized ratably over the periodh& @xtent that the minimum
guaranteed impressions are not met during the attrperiod, the Company defers recognition of tireesponding revenues until the
guaranteed impressions are achieved. Fees for badwertising are recognized based on the numbiengoessions displayed or clic
delivered during the perio



3)

4)

The Company has outsourced part of its advertisadgs and production activities to DoubleClick,. IfizoubleClick). Under the terms
of the agreement with DoubleClick, the Company irexa portion of the revenue received by DoublgCfiom customers for the
display of advertising on thEravelzoo website. The Company records these revenues onbasis. The gross revenue received by
DoubleClick from advertising on theravelzoo website was $82,939 and $554,617 for the nine nsostided September 30, 2002 and
2001, respectively. The Company’s share of thisime, which has been recorded as revenue, was $38r86$310,734 for the nine
months ended September 30, 2002 and 2001, respigc

Commissions are recorded as the net amount recbivite Company and are recognized in the periadhich the commissions
earned are reported to the Company by -commerce partne

In October 2001, the Company completed the acquisitf theWeekends.com domain name. As consideration for the purchase, the
Company paid the seller $125,000 and agreed tagea/minimum number of clicks to the seller’s athvebsites through advertising
placed on th@ravelzoo website. The fair value of the advertising servicE$89,286 was determined based on the cash girienilar
advertising services and recorded as deferred vevé@ihe revenue is being recognized as the clieksl@ivered. During the nine
months ended September 30, 2002, $3,410 of reveated to this arrangement was recognized. Theeagent with the seller to
provide advertising services expired on SeptembeP302. As such, $69,427 of advertising was nbveleed and the carrying
amounts of the intangible asset and related defeenenue were reduced according

Intangible Assets
Intangible assets consist of the following:

September 30, 2002

Accumulated

Gross Carrying Amortization and Net Carrying
Value Write-Down Value
Internet Domain Name $414,28¢€ ($185,618 $228,66¢
5

TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement

(Unaudited)
December 31, 2002
Accumulated
Gross Carrying Amortization and Net Carrying
Value Write-Down Value
Internet Domain Name $414,28¢€ ($54,048) $360,23¢

For the three months ended September 30, 2002Q01d&nortization was $20,714 and $10,000, respegtidmortization was
$62,143 and $30,000 for the nine month period e@atember 30, 2002 and 2001, respecti

Estimated future amortization expense relatedtniible assets at September 30, 2002 is as fallows

2002 (3 months $ 16,37
2003 65,50(
2004 65,50(
2005 62,16,
2006 19,12¢

$ 228,66

Net Income Per Share

Net income per share has been calculated under 8leA$28,Earnings per Share . Basic net income per share is computed using the



weighted-average number of common shares outstgficlirihe period. Diluted net income per sharevimputed by dividing net
income by the weighted-average number of commoreshand potential common shares outstanding dtimimgeriod. Potential
common shares included in the diluted calculatiomsésts of incremental shares issuable upon theisgeof outstanding stock optic
calculated using the treasury stock mett

During the three months ended September 30, 20@2the first nine months of 2002, there were 834 &3d 396,694 potential
common shares included in the calculation of ddutet income per shar

The following table sets forth the calculation afiz and diluted income per share (in thousandgpbper share amounts):

TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
2002 2001 2002 2001
Basic income per share:
Net income $ 24 $ 61 $ 527 % 34¢
Weighted average common
shares 19,42¢ 19,42t 19,42¢ 19,42¢
Basic income per share $ 001 % 0.0C % 00: $ 0.0z
Diluted income per share:
Net income $ 24 3 61 3 527 % 34¢
Weighted average common
shares 19,42¢ 19,42¢ 19,42¢ 19,42t
Effect of dilutive securities—
stock options 832 — 397 —
Diluted weighted average
common shares 20,257 19,42¢ 19,82: 19,42¢
Diluted income per share $ 0.01 $ 0.0 $ 0.0: $ 0.02

5)

6)

Commitments

The Company leases office space in Mountain Viealif@nia, and in New York, New York, under opergtileases which expire on
December 31, 2003 and May 31, 2003, respectivdig.fliture minimum rental payments under these tipgrieases as of September
30, 2002, total $305,31

Significant Customer Information andSegment Reporting

SFAS No. 131Pisclosure about Segments of an Enter prise and Related Information , establishes standards for the reporting by
business enterprises of information about operaaggnents, products and services, geographic ameadsnajor customers. The
method for determining what information to reperbased on the way that management organizes énatimg segments within a
company for making operational decisions and assgpgrformance
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The Company'’s chief operating decision-maker, dismee in SFAS No. 131, is considered to be the Chiecutive Officer (CEO).
The CEO reviews financial information presentechaonsolidated basis for the purpose of makingaijper decisions and accessing
financial performance. The financial informatiowimved by the CEO is identical to the informatioegented in the accompanying
condensed consolidated statements of operatiorsefdre, the Company has determined that it opeiate single operating segme
For the periods ended September 30, 2002 and 200haterial assets and revenues of the Compang inghe United State

TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement

(Unaudited)
Significant customer information is as follows:
Percentage of total revenue Percent of accounts receivable
Nine months ended September 30, September 30,

Customer 2002 2001 2002 2001

A * * * 10%

B * * 13% *

C 13% 15% 25% 16%

D * 13% — 14%

E 15% * 12% 22%

All of the above customers are located in the Wh8éates of America.

* Less than 10%

Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standardaildssued SFAS No. 14Business Combinations and SFAS No. 142500dwill

and Other Intangible Assets . SFAS No. 141 provides guidance on the accourfting business combination at the date a business
combination is completed. The statement requiresiie of the purchase method of accounting fdyusiness combinations initiated
after June 30, 2001, thereby eliminating use ofpthaing-of-interests method. The Company adopfedSNo. 141 on July 1, 2001.
The adoption did not have an effect on the combfimethcial statements. SFAS No. 142 provides gusdaon how to account for
goodwill and intangible assets after an acquisitiocompleted. The most substantive change isgiadwill will no longer be
amortized but instead will be tested for impairmeetiodically. The Company adopted SFAS No. 14@fdake beginning of 2002 and
the effect of adoption did not have a material intfman the condensed consolidated financial statesr

In October 2001, the Financial Accounting Stand&dard issued SFAS No. 144mpairment of Long-Lived Assets . SFAS No. 144
supersedes SFAS No. 12counting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of . SFAS

No. 144 retains the requirements of SFAS No. 12&A}Ysecognize an impairment loss only if the cagyamount of a lor-lived asset
is not recoverable from its undiscounted cash flang (b) measure an impairment loss as the differbetween the carrying amount
and the fair value of the asset. SFAS No. 144 remgwoodwill from its scope. SFAS No. 144 is apjtlieao the Company's financial
statements beginning in 2002. The adoption ofstatement did not have a material impact on theaatated financial statemen

In April 2002, the Financial Accounting StandardsaBl issued SFAS No. 14Bescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections. SFAS No. 145 rescinds the requirement that atilsgand losses
from extinguishment of debt be classified as amaextinary item. Additionally, SFAS No. 145 requirihat certain lease modificatic
that have economic effects similar to sale-leadebracsactions be accounted for in the same mameale-leaseback transactions.
SFAS No. 145 is effective for the Company beginnmg003, and the effect of adoption is not exp@ttehave a material impact on
the consolidated financial statemel



TRAVELZOO INC.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

In July 2002, the FASB issued Statement No. Aé¢6ounting for Costs Associated with Exit or Disposal Activities. This Statement
requires recording costs associated with exit spaal activities at their fair values when a ligbhas been incurred. Under previous
guidance, certain exit costs were accrued upon gegmnant’s commitment to an exit plan, which is gatigibefore an actual liability
has been incurred. The requirements of this Stateare effective prospectively for exit or dispoaelivities initiated after December
31, 2002; however, early application of the Stateeencouraged. The Compasigdoption of Statement 146 will not have a malt
impact on its financial position or results of omt@ns.
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Item 2. Management's Discussion Aanalysis of Financial Condition and Results of Gyiems
Overview

The information in this Report containswWard-looking statements within the meaning of Sec#7A of the Securities Act of 1933, as
amended, and Section 21E of the Securities ExchAogef 1934, as amended. Such statements are basedcurrent expectations,
assumptions, estimates and projections about Taewelnd our industry. These forward-looking stateimiare subject to the many risks and
uncertainties that exist in our operations andregs environment that may cause actual result®rpence or achievements of Travelzoo to
be different from those expected or anticipatethenforward-looking statements. Any statementsaioetl herein that are not statements of
historical fact may be deemed to be forward-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 diffgméficantly from those anticipated in such
forward-looking statements. Factors that might eaarscontribute to such a discrepancy include aoeitnot limited to, those discussed
elsewhere in this Report in the section entitlegskRFactors” and the risks discussed in our otleaugities and Exchange Commission
(“SEC") filings. The forward-looking statements Inded in this report reflect the beliefs of our ragament on the date of this report.
Travelzoo undertakes no obligation to update plybiay forward-looking statements for any reasaereif new information becomes
available or other events or circumstances occthrarfuture.

Travelzoo publishes tieavel zoo website (http://www.travelzoo.com), tAeavelzoo Top 20 e-mail newsletter, and thifeekend.com e-
mail newsletter, which provide advertising oppoities for the travel industry. We believe that heompanies, because of the quickly
expiring nature of their inventory, need fast affitient ways to promote special offers and lastvté sales. Through otiravelzoo website,
our Travelzoo Top 20 newsletter, and by using our listing managemeritvgoé, travel companies can inform Internet usboaiatheir specia
in a fast, flexible, and cost-effective manner. @wenues are primarily derived from advertisingcgld on th@ravelzoo website.

Critical Accounting Policies

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

Revenue Recognition
We classify our revenues as follows:

e Advertising revenues, consisting of listing feeglfday travel companies to advertise their spediare on theTravelzoo website, the
Travelzoo Top 20 e-mail newsletter, and banner advertising salesititr DoubleClick, Inc. Listing fees are based atement,
number of listings, number of impressions, or nunddelickthroughs. Banner advertising rates areellaon CPM rates (cost per
thousand impressions). Smaller advertising agreesretypically $2,000 or less per monthypically renew automatically each mo
if they are not terminated by the customer. Lagggeements are typically related to advertisinggaigns and are not automatically
renewed.

e Commissions revenue, consisting of commissions ipaiclistomers for generating sales throughritagel zoo website.
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We recognize revenue as follows:

e Advertising Revenues. We recognize advertising revenues in the perioslhith the advertisement is displayed, provided ¢évadence
of an arrangement exists, the fees are fixed atefrdeable, no significant obligations remain a &nd of the period, and collection
of the resulting receivable is deemed probabladifertising is displayed within one month, revenaiesrecognized at the end of the
display period. If advertising is displayed oveptar more months, revenues are recognized ratafgllythe period. To the extent that
the minimum guaranteed impressions are not mehgukie contract period, we defer recognition ofdcbeesponding revenues until
the guaranteed impressions are achieved. Feearfioeb advertising are recognized based on the nuoiiiapressions displayed or
clickthroughs delivered during the period.

e Commissions. We record commissions as the net amount receivedradbgnize the revenue in the period that the desioms earned
are reported to Travelzoo by the e-commerce paringiically, it takes e-commerce partners betweenweeks and three months to
report commissions to us.

Under these policies, no revenue is reasghunless persuasive evidence of an arrangemistd,edelivery has occurred, the fee is fixed
or determinable, and collection is deemed probdltiile. Company evaluates each of these criteriallasvia

e Evidence of an arrangement. We consider a non-cancelable insertion order sidpyetthe customer to be evidence of an arrangement.

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

e Fixed or determinable fee. We consider the fee to be fixed or determinabtheffee is not subject to refund or adjustment.

e Collection is deemed probable. We conduct a credit review for all significant tsagtions at the time of the arrangement to determin
the credit worthiness of the customer. Collect®déemed probable if we expect that the custorebevable to pay amounts under
the arrangement as payments become due. If wendiatethat collection is not probable, then we déferrevenue and recognize the
revenue upon cash collection.

Provision for Doubtful Accounts

We initially record a provision for doubttficcounts based on our historical experience @évaffs and then adjust this provision at the
end of each reporting period based on a detailsgisament of our accounts receivable and allowaradofibtful accounts. In estimating the
provision for doubtful accounts, management comsitiee age of the accounts receivable, our histbwcite-offs, the credit worthiness of tl
customer, the economic conditions of the custonirdastry, and general economic conditions, amahgrdactors. Should any of these
factors change, the estimates made by managemiéatssi change, which could impact the level of future provision for doubtful
accounts. Specifically, if the financial conditiohour customers were to deteriorate, affectingy thieility to make payments, additional
provision for doubtful accounts may be required.

Results of Operations

The following table sets forth, as a petaga of total revenues, the results of our opamnatfor the periods indicated.
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Three months ended Nine months ended
September 30, September 30,
2002 2001 2002 2001
Revenues:
Advertising 100% 100% 100% 100%

Commissions — — — —

Total revenues 100 100 100 100



Cost of revenues 4 5 4 5

Gross profit 96 95 96 95

Operating expenses:

Sales and marketing 60 58 57 49
General and administrative 20 24 24 21
Merger expenses — 4 1 7
Total operating expenses 80 86 82 77
Income from operations 16 9 14 18

Interest income — - _ _

Income before income taxes 16 9 14 18
Income taxes 6 5 6 10
Net income 10% 4% 8% 8%

For the nine months ended September 3@®,200 reported pre-tax income of approximately $98@. As of September 30, 2002, we
had retained earnings of approximately $1.4 million

We intend to devote significant resourceadvertising and brand marketing programs desigmedtract more site traffic and more tre
companies listing their special offers withavelzoo . As a result of our expansion plans and our exgiect that operating expenses will
increase significantly in the future, especiallythie areas of sales and marketing, we cannot leetisat we will sustain profitability.

Revenues

Our total revenues increased to $2.5 milfar the three months ended September 30, 2002, $1.6 million for the three months enc
September 30, 2001. Our total revenues increasg@.tomillion for the nine months ended Septemi®e2B02 from $4.4 million for the nine
months ended September 30, 2001. The increase totalirevenues was due to an increase in adiaytisvenues.

e Advertising. Advertising revenue increased to $2.5 million toe three months ended September 30, 2002 fromn§illién for the
three months ended September 30, 2001. Advertisvenue increased to $6.7 million for the nine rhergnded September 30, 2002
from $4.4 million for the nine months ended Septen®D, 2001. The increase resulted primarily froaningrease in the number of
travel companies advertising on theavelzoo website.

e Commissions. Commissions revenue decreased to $78 for the thoeths ended September 30, 2002 from $1,060 fahtlee month
ended September 30, 2001. Commissions revenueaseck¢o $304 for the nine months ended Septemb&08Q2 from $6,455 for tt
nine months ended September 30, 2001. The dearesdéed primarily from replacement of commissi@séd agreements with
advertising agreements.
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Cost of Revenues

Cost of revenues consists of hetwork expensesjdirg fees we pay for co-location services, deptarn of network equipment and salary
expenses associated with network operations Saifcost of revenues increased to $90,000 forhreetmonths ended September 30, 2002,
from $74,000 for the three months ended Septenthe2@1. Our cost of revenues increased to $26Z@00e nine months ended
September 30, 2002 from $225,000 for the nine nwetided September 30, 2001. As a percentage aofueyeost of revenues decreased to
4% for the nine months ended September 30, 2002 5% for the nine months ended September 30, 204 decrease resulted primarily
from an increase in revenues that was not offserbncrease in our network operations costs.

Operating Expenses

e Salesand Marketing. Sales and marketing expenses consist primarilgeédising and promotional expenses, public retetio
expenses, conference expenses, and salary expaseesated with sales and marketing staff. Saldsyarketing expenses increased
to $1.5 million for the three months ended Septam3be 2002 from $920,000 for the three months erleutember 30, 2001. Sales
and marketing expenses increased to $3.8 millioth#® nine months ended September 30, 2002 frothréiZlion for the nine month



ended September 30, 2001. The increase in salenarketing expenses was due to the decision bynamagement to hire more
experienced sales personnel and an increase Gfaimpany’s advertising of thEravelzoo brand. In the nine month periods ended
September 30, 2002 and 2001, advertising expemsesiated for 68% and 67%, respectively, of salesmarketing expenses.
Advertising activities during the two periods wefehe same typei(e. online advertising).

e General and Administrative. General and administrative expenses consist pilynafrcompensation for administrative and executive
staff, fees for professional services, rent, baat d&pense, amortization of intangible assets amei@l office expense. General and
administrative expenses increased to $522,00héotiree months ended September 30, 2002 from @37 &r the three months
ended September 30, 2001. General and adminigratipenses increased to $1.6 million for the ninatis ended September 30,
2002 from $936,000 for the nine months ended Sdpteid0, 2001. General and administrative expemsesased primarily due to an
increase in expenses for office space. Generahdministrative expenses for the nine months enégdeghber 30, 2001 include a
credit of $128,000 for a reduction to the bad deberve principally due to the collection of a difulbaccount.

o Merger Expenses. Merger expenses consist of expenses relating teetfistration statement and proxy statement filét the SEC
relating to the merger of Travelzoo.com Corporatitn Travelzoo Inc. Merger expenses decrease@ forthe three months ended
September 30, 2002 from $62,000 for the three nsoatided September 30, 2001. Merger expenses dednea$55,000 for the nine
months ended September 30, 2002 from $304,00&¢éonine months ended September 30, 2001. Mergensep related to the
preparation of the registration statement filechwtiite SEC relating to the merger of Travelzoo.campGration into Travelzoo Inc.
The expenses consisted mostly of fees for profeakiervices, primarily legal and accounting.

Income Taxes

For the three months ended September 32, 2@ recorded an income tax provision of $171,6@0 the three months ended Septer
30, 2001, we recorded an income tax provision & @80. For the nine months ended September 30, 2892 corded an income tax
provision of $405,000. For the nine months endgate3eber 30, 2001, we recorded an income tax pravisf $454,000. Our income is
generally taxed in the U.S. and our income tax isiom reflects federal and state statutory ratgdicgble to our levels of income and the
effect of non-deductible merger expenses in 20@2002.
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Liquidity and Capital Resources

As of September 30, 2002, we had $797,60@@&sh and cash equivalents. Cash and cash equs/alereased from $610,000 on
December 31, 2001 primarily as a result of opegaiticome and an increase in accounts payable diffsietcome tax payments and an
increase in accounts receivable. We expect thatft@ass generated from operations will continudéosufficient to provide for working
capital needs in the near future.

Net cash provided by operating activitieshe nine months ended September 30, 2002 was@ERNet cash provided by operating
activities in the nine months ended September 801 2vas $296,000. In the nine months ended Septe®dh@002, net cash provided by
operating activities resulted primarily from opéngtincome and an increase in accounts payabletdffsincome tax payments. In the nine
months ended September 30, 2001, net cash prolidegderating activities resulted primarily from met income, adjusted for certain non-
cash items, and a decrease in prepaid expenses loffincreases in accounts receivable and depsits decrease of accounts payable.

Net cash used in investing activities wh$2000 and $22,000 during the nine months endpteB#er 30, 2002 and 2001, respectively.
In both periods, net cash was used in investingites for equipment purchases.

Net cash provided by financing activitieass$0 in the nine months ended September 30, 2892Zash used in financing activities was
$50,000 for the nine months ended September 30,.20@he nine months ended September 30, 200Lasétwas used in financing
activities for repayment of the loan by Ralph Bhattee principal stockholder.

Our capital requirements will depend oruaber of factors, including market acceptance ofpsaducts and services, the amount of our
resources we devote to tlieavelzoo website, thélravelzoo Top 20 newsletter, théVeekend.com newsletter and expansion of our operations
and the amount of our resources we devote to pinmatvareness of thEravelzoo brand. Consistent with our growth, we have expesgera
substantial increase in our sales and marketingresgs and capital expenditures since inceptionwananticipate that these increases will
continue for the foreseeable future. We believér cashand and generated during those periods #lufficient to pay such costs. In
addition, we will continue to evaluate possibledstments in businesses, products and technoldgespnsummation of any of which would
increase our capital requirements.

Although we currently believe that we hawéficient capital resources to meet our anticigaterking capital and capital expenditure
requirements beyond the next 12 months, unant®ipavents and opportunities may require us taaselitional equity or debt securities or
establish new credit facilities to raise capitabider to meet our capital requirements. If we additional equity or convertible debt securil
the sale could dilute the ownership of our exisstarckholders. If we issue debt securities or distala new credit facility, our fixe



obligations could increase and result in operatiogenants that would restrict our operations. Weoabe sure that any such financing will
be available in amounts or on terms acceptabls.to u

RISK FACTORS

Investing in our common stock involves a high degree of risk. Any or all of the risks listed below could have a material adver se 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
factorsin mind when you read forward-looking statements. We have identified all of the material risks which we believe may affect our
business and the principal ways in which we anticipate that they may affect our business or financial condition.
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Risks Related to Our Financial Condition and Business Model

Our limited operating history makes our business dficult to evaluate.

We were incorporated and began generagmgnues in May 1998. Accordingly, we have onlynatkd operating history for you to
consider in evaluating our business. As a new compae face risks and uncertainties relating toahility to successfully implement our
business plan. You must consider the risks, exjgease uncertainties which can materially affectiibsiness of an early stage company like
ours. These risks include uncertainty whether wehagiable to:

e increase awareness of theavelzoo brand;
e attract and retain additional travel companiessiatheir special offers with us;
e attract additional Internet users to ffravelzoo website;
e increase the functionality of our products and sew,
e maintain our current, and develop new, businesgiogiships;
e respond effectively to competitive pressures; and
e continue to develop and upgrade our technology.
We cannot assure you that we will sustain profitabity.

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

Fluctuations in our operating results may negativel impact our stock price.

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

e mismatches between resource allocation and custdemeand due to difficulties in predicting custordemand in a new market;
e changes in general economic conditions that cofiéttamarketing efforts generally and online maikgtefforts in particular;
e the magnitude and timing of marketing initiatives;

e the maintenance and development of our strateffitiaeships;



e the introduction, development, timing, competitprécing and market acceptance of our products andces and those of our
competitors;
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e our ability to attract and retain key personnel,
e our ability to manage our anticipated growth angassion;
e our ability to attract traffic to our website; and
e technical difficulties or system downtime affectitig Internet generally or the operation of ourdpicis and services specifically.

In addition, we plan to significantly ineige our operating expenses to expand our salesanketing, administration, maintenance and
technical support and research and developmenpgrdiurevenues fall below our expectations in gogrter and we are unable to quickly
reduce our spending in response, our operatindtsesauld be lower than expected and our stockepmay fall.

We depend on two customers for a substantial partfmur revenues.

In the nine months ended September 30,,20@2customers accounted for 28% of our reventies.loss of one customer or both
customers may result in a significant decreasaimr@venues and results of operations, which cbaic a material adverse effect on our
business and the value of your shares.

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

Our current revenue model depends on ¢jses from travel companies using our websiteutfent customers decide not to continue
listing their special offers with us and we arehleao replace them with new customers, our busingsy be adversely affected. To be
successful, we must provide online marketing sohgithat achieve broad market acceptance by tcawepanies. In addition, we must attract
sufficient Internet users with attractive demogtiapiharacteristics to our website. It is possiblat tve will be required to further adapt our
business model in response to additional changeeionline advertising market or if our currensimess model is not successful. If we are
not able to anticipate changes in the online athieg market or if our business model is not susftésour business could be materially
adversely affected, which could reduce the valugoof shares.

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

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

If additional financing is not available @rfrequired or is not available on acceptable tewaesnay be unable to fund our expansion,
successfully promote our brand name, develop ocamcdhour products and services, take advantagesofdss opportunities or respond to
competitive pressures, any of which could have teris adverse effect on our business and the \aflyeur shares.

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

Our business may be sensitive to recessions.

The demand for online marketing solutiore/rhe linked to the level of economic activity ardployment in the U.S. and abroad.
Specifically, our business is dependent on the anoitravel by consumers and the spending of tre@mpanies. The current recession has
decreased consumer travel and caused travel coegpanieduce or postpone their marketing spendéngmglly, and their online marketing
spending in particular. If the current economic dbwn continues or worsens in the U.S. or abroadbasiness and the value of your shares
could be materially adversely affected.
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Our business may be sensitive to events affectiniget travel industry in general.

The terrorist attacks on the United State2001 have had a short-term negative impact erirttvel industry. We are not in a position to
evaluate the net effect of these circumstancesioibusiness. In the longer term, our business nlightegatively affected by financial
pressures on its customer industry. However, oginess may also benefit if travel providers incectheir efforts to promote special offers or
other marketing programs. If the events resultlong-term negative impact on the travel industych impact could have a material adverse
effect on our business and the value of your shares

We cannot be sure that an active market for our shas will develop or be maintained in the future.

On August 28, 2002, our shares commeneeling on the OTC Bulletin Board. However, there lbasn only limited trading in the
shares since that time, at widely varying pricesl the trading to date has not resulted in an actiarket for our shares. We cannot assure
you that an active market for our shares will batdshed or maintained in the future. If such neaiik not established or maintain:
stockholders will not be able to readily sell thehiares.

We are controlled by a principal stockholder.

Ralph Bartel, who founded Travelzoo and wghour Chairman of the Board, Chief Executive €Hfi President and Secretary, is our
largest stockholder, holding approximately 72% of outstanding shares with options to increas@disentage ownership to 75% on a fully-
diluted basis, assuming all former stockholder$rafvelzoo.com Corporation receive shares of Traelnc. Through his share ownership,
he is in a position to control Travelzoo and tacetaur entire board of directors.

Investors may face significant restrictions on theesale of our stock due to federal penny stock redations.

If our shares trade at less than five dslfger share, since the shares are not listedecognized national exchange or on NASDAQ,
common stock may be deemed to be a “penny stoatléuRule 3a51-1 under the Securities Exchange At984. Compliance with the
requirements governing penny stocks may make ierddficult for investors in our common stock tesed their shares to third parties or to
otherwise dispose of them.

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

We may face significant costs with respect to theetivery of paper copies of reports to our stockholdrs.

The Securities Exchange Act of 1934 reguirg to provide paper copies of certain reportautostockholders. If a significant number of
our stockholders do not consent to electronic égjiwf stockholder communications or revoke sualseat, we may face significant costs
related to the printing and mailing of such repoFisese costs may drain our resources and mayahmederial adverse effect on our business
and the value of our shares.
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Risks Related to Our Markets and Strategy

The Internet is not a proven marketing medium.

The future of our business is dependertherongoing acceptance by travel companies ofrttezriet as an effective marketing tool, and
on the ongoing acceptance by consumers of thenkitas a source for valuable information on offesm travel companies. The online
advertising market is new and rapidly evolving, areldo not yet know how effective online advertigia compared to traditional advertising
methods. The adoption of online marketing by traxaghpanies, particularly among those that havetdstlly relied upon traditional
advertising methods, requires the acceptance efiaway of conducting business, marketing and athiegt Many of our potential custome
have little or no experience using the Interned asarketing tool, and not all Internet users haggedence using the Internet to look for tra
offers. As a result, we cannot be sure that welvélhble to effectively compete with traditionaladising methods. If we are unable to
compete with traditional advertising methods, ousibess and results of operations and the valyewfshares could be materially adversely
affected.

We will only be able to execute our business modiluse of the Internet grows.



If Internet usage does not continue to growv business could be adversely affected. Ounbas model anticipates continued growth in
Internet usage. If Internet usage does not contiogeow, we may not be able to meet our businbgsctives, which could decrease the value
of your shares. Internet usage may be inhibitedryyof the following factors:

e the Internet infrastructure may not be able to supihve demands placed on it, or its performanckratiability may decline as usage
grows;

e websites may not be able to provide adequate $geundl authentication of confidential informatiomn¢ained in transmissions over
the Internet; and

e the Internet industry may not be able to adequatspond to privacy concerns of potential users.

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

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

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

We believe that continuing to build awarsnef theTravelzoo brand name is critical to achieving widespread piarece of our business.
Brand recognition is a key differentiating facton@ng providers of online marketing solutions, arallieve it could become more
important as competition in the online advertisimgustry increases. In order to maintain and bloithd awareness, we must succeed in our
marketing efforts, provide high quality serviceslamcrease the number of Internet users with faserdemographics usingavelzoo . If we
fail to successfully promote and maintain our brandur significant expenses in promoting our brand fail to generate a corresponding
increase in revenue as a result of our brandirgtsffor encounter legal obstacles which preventontinued use of our brand name, our
business and the value of your shares could beriagteadversely affected.
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We will not be able to attract travel companies ointernet users if we do not continually enhance andevelop the content and features
of our products and services.

To remain competitive, we must continuathprove the responsiveness, functionality and festof our products and services. We may
not succeed in developing features, functions, yctsdor services that travel companies and Intersets find attractive. This could reduce
the number of travel companies and Internet usgrguheTravel zoo website and materially adversely affect our busireexl the value of
your shares

We may lose business if we fail to keep pace withpidly changing technologies and customer needs.

Our success is dependent on our abiligeteelop new and enhanced software, services aatkdgbroducts to meet rapidly evolving
technological requirements for online marketinguiohs. Our current technology may not meet tharitechnical requirements of travel
companies. Trends that could have a critical impaabur success include:

e rapidly changing technology in online marketing;

e evolving industry standards, including both forraatide facto standards relating to online marketing;
e developments and changes relating to the Internet;

e competing products and services that offer incrdésectionality; and

e changes in travel company and Internet user reueings.



If we are unable to timely and successfdéyelop and introduce new products and enhanceneekisting products in response to our
industry’s changing technological requirements, lmusiness and the value of your shares could berially adversely affected.

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

Our future success depends on our abdigttract, train, motivate and retain highly sldliemployees. We may be unable to retain our
skilled employees or attract, assimilate and ret#tier highly skilled employees in the future. Wavé from time to time in the past
experienced, and we expect to continue to expegianthe future, difficulty in hiring and retainirlgghly skilled employees with appropriate
qualifications. If we are unable to hire and resiilled personnel, our growth may be restricted, quality of our products and services
reduced and the value of your shares reduced.

We may not be able to effectively manage our expaimdy operations.

We have recently experienced a period jiirgrowth. In order to execute our business plammust continue to grow significantly. As
of September 30, 2002, we had 24 employees. Weceitpd the number of our employees will continuéncrease for the foreseeable future.
This growth has placed, and our anticipated fugmosvth combined with the requirements we face psldic company will continue to place,
a significant strain on our management, systemgesulrces. We expect that we will need to conttoumprove our financial and
managerial controls and reporting systems and proges. We will also need to continue to expandraadhtain close coordination among
technical, accounting, finance and sales and miaketganizations. We may not succeed in thesetsff@ur inability to expand our
operations in an efficient manner could cause gpemses to grow disproportionately to revenuesrexgnues to decline or grow more
slowly than expected and otherwise have a matadiatrse effect on our business and the value afsiwares.
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Intense competition may adversely affect our abilit to achieve or maintain market share and operate nofitably.

We compete with large Internet portal sigegh as About.com, America Online, Lycos, MSN ¥atioo!, that offer listings or other
advertising opportunities for travel companies. S¢heompanies have significantly greater finantéahnical, marketing and other resources
and larger client bases than we do. In additionc@mapete with newspapers, magazines and othetitraali media companies that provide
online advertising opportunities. We expect to fadditional competition as other established andrging companies, including print media
companies, enter the online advertising market.

We believe that there will be rapid bussesnsolidation in the online advertising indus#gcordingly, new competitors may emerge
and rapidly acquire significant market share. Taeatopment of competing technologies by marketigipeints or the emergence of new
industry standards may also adversely affect ompaditive position. Competition could result in veed margins on our services, loss of
market share or less use of Travelzoo by travelpzones and consumers. If we are not able to congffstetively with current or future
competitors as a result of these and other facborrsbusiness could be materially adversely aftkcte

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

Our future success depends to a signifieat@nt on the continued service and coordinatfauo management team, particularly Ralph
Bartel, our Chairman, President, Chief ExecutivBd@f and Secretary. The loss or departure of dmupofficers or key employees could
materially adversely affect our ability to implem@ur business plan. We do not maintain key peli$@insurance for any member of our
management team. In addition, we expect new mentbgoen our management team in the future. Thedeviduals will not previously have
worked together and will be required to becomegrated into our management team. If our key managépersonnel are not able to work
together effectively or successfully, our businemsld be materially adversely affected.

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

We use technology and software products fituird parties including Microsoft. In light ofétrapidly evolving nature of Internet
technology, we may increasingly need to rely omtetogy from other vendors. Technology from ourent or other vendors may not
continue to be available to us on commercially seable terms, or at all. Our business will suffavé are unable to access this technolog
gain access to additional products or to integnate technology with our existing systems. Thisldamause delays in our development and
introduction of new services and related productsmhancements of existing products until equivtabemeplacement technology can be
accessed, if available, or developed internallfgafsible. If we experience these delays, our legsimnd the value of your shares could be
materially adversely affected.

Risks Related to L egal Uncertainty

We may become subject to burdensome government relgtions and legal uncertainties affecting the Intenet which could adversely
affect our business



To date, governmental regulations havenmaterially restricted use of the Internet in ourkess. However, the legal and regulatory
environment that pertains to the Internet is urderand may change. Uncertainty and new regulaton&l increase our costs of doing
business, prevent us from delivering our productsservices over the Internet or slow the growttheflnternet. In addition to new laws and
regulations being adopted, existing laws may bdiegpo the Internet. New and existing laws mayearagsues which include:

20
e user privacy;
e consumer protection;
e copyright, trademark and patent infringement;
e pricing controls;
e characteristics and quality of products and sesyice
e sales and other taxes; and
e other claims based on the nature and content effiat materials.
We may be unable to protect our registered trademds or other proprietary intellectual property rights .

Our success depends to a significant dagvea the protection of thEravelzoo brand name. We rely upon a combination of copyright
trade secret and trademark laws and non-discl@wdether contractual arrangements to protectraaliéctual property rights. The steps we
have taken to protect our proprietary rights, hosvemay not be adequate to deter misappropriafignaprietary information.

The U.S. Patent and Trademark Office regest the trademark for “Travelzooh January 23, 2001. If we are unable to protectights
in the mark, a key element of our strategy of prongoTravelzoo as a brand could be disrupted and our businesd teuhdversely affected.
We may not be able to detect unauthorized use opaprietary information or take appropriate stepenforce our intellectual property
rights. In addition, the validity, enforceabilith@ scope of protection of intellectual propertyriternet-related industries is uncertain and still
evolving. The laws of other countries in which waynmarket our services in the future are uncedashmay afford little or no effective
protection of our intellectual property. The unauthed reproduction or other misappropriation of proprietary technology could enable
third parties to benefit from our technology andrat name without paying us for them. If this wer@tcur, our business could be materially
adversely affected.

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

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

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

We may be sued for defamation, negligeacpyright or trademark infringement or other legaims relating to information that is
published or made available on ffravelzoo website, in théravelzoo Top 20 newsletter, in th&Veekend.com newsletter and on the other s
linked to our website. These types of claims haenbrought, sometimes successfully, against osénégces in the past. The fact that we
distribute ourTravelzoo Top 20 newsletter and other information via e-mail mayjesabus to potential risks, such as liabilitiesct@ims
resulting from unsolicited e-mail or spamming, losmisdirected messages, security breaches, litedgeaudulent use of e-mail or
interruptions or delays in e-mail service. In aibait we could incur significant costs in investiggtand defending such claims, even if we
ultimately are not liable. If any of these eventsur, our business and the value of your sharelsl treumaterially adversely affected.
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Item 3. Quantitative and Qualitatisclosures About Market Risk

Our accounts receivable are subject, imabcourse of business, to collection risks. Weulady assess these risks and have establishec
policies and business practices to protect agthiesadverse effects of collection risks. As a tesut do not anticipate any material losses in
this area.

Item 4. Controls and Procedures

(&)  Within the 90 days prior to thealaf this report, we carried out an evaluatiordernthe supervision and with the participation of
the Company’s management, including the Compamngsiéent, Chief Executive Officer and Chief Finah®fficer along with the
Company'’s Controller (Chief Accounting Officer), thfe effectiveness of the design and operatioruofigsclosure controls and procedures
pursuant to Exchange Act Rule 13a-14. Based upatretialuation, the Company’s President, Chief EtteeOfficer and Chief Financial
Officer along with the Company’s Controller (Chigécounting Officer) concluded that our disclosuomirols and procedures are effective in
timely alerting them to material information refagito the Company (including its consolidated sdibsies) required to be included in our
periodic SEC filings.

(b)  There have been no significantngfes in our internal controls or in other factdrsttcould significantly affect internal controls
subsequent to the date we carried out this evaluati
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PART II. OTHER INFORMATION
Item 6. Exhibits and Reports on F@id
(@) The following exhibits are filed as parttbis report
Exhibit Description
Number
3.1 Certificate of Incorporation of Travelzaw! (Incorporated by reference to our Pre-EffecAmeendment

No. 6 to our Registration Statement on Fol-4 (File No. 33-55026), filed February 14, 200

3.2 By-laws of Travelzoo Inc. (Incorporatedreference to our Pre-Effective Amendment No. 6uo o
Registration Statement on Forr-4 (File No. 33-55026), filed February 14, 200

(b) Reports on Form 8-K

On August 19, 2002, Travelzoo filed a Cotig@eport on Form 8-K under Item 5 announcing thagletion of the merger with
Travelzoo.com Corporation.
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this Report to be signed on its behalf
by the undersigned thereunto duly authorized atl efithe undersigned hereby certifies, pursuadBtt).S.C. 8350, as adopted pursuan
8906 of the Sarbanes-Oxley Act of 2002, to the bEbis knowledge, that (1) this Report complieimthe requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4l88d (2) the information contained in this regantly presents, in all material respects,
the financial condition and results of operatiohthe registrant.

TRAVELZOO INC.



Date: October 28, 2002 By: /sl RALPH BARTEL

Ralph Bartel
Chairman of the Board,
Chief Executive Officer, and

Chief Financial Office

Date: October 28, 2002 By: /sl LISA SU

Lisa Su
Controller
(Chief Accounting Officer
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CERTIFICATION

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEFINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACTF2002

I, Ralph Bartel, certify that:

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

2. Based on my knowledge, this quarterly reporsduo® contain any untrue statement of a materaildaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly rep

3. Based on my knowledge, the financial statemamd,other financial information included in thisagterly report, fairly represent in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report

4. The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a. designed such disclosure controls and proceduressire that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this quarterly
report is being prepare

b. evaluated the effectiveness of the registrantdalisre controls and procedures as of a date waidays prior to the filing date of
this quarterly report (th*Evaluation Dat"); and

c. presented in this quarterly report our conclusialnsut the effectiveness of the disclosure conantsprocedures based on our
evaluation as of the Evaluation Da

5. The registrant’s other certifying officer anlddve disclosed, based on our most recent evalyatidhe registrant’s auditors and the audit
committee of registra’s board of directors (or persons performing thewedent functions)

a. presented in this quarterly report our conclusialnsut the effectiveness of the disclosure conaintsprocedures based on our
evaluation as of the Evaluation Da

b. any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant's interr
controls; anc

6. The registrant’s other certifying officer antddve indicated in this quarterly report whethenat there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenttie date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknes

TRAVELZOO INC.

Date: October 28, 2002 By: s/ RALPH BARTEL

Ralph Barte



Chairman of the Board,
Chief Executive Officer, and
Chief Financial Office
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