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Travelzoo Inc.
590 Madison Avenue, 37th Floor
New York, NY 10022

TRAVEIZOO

April 29, 200¢

Dear Stockholder:

You are cordially invited to attend the Annual Megtof Stockholders of Travelzoo Inc. on June R0Ne
will hold the meeting at 590 Madison Avenue, 21lsoF, New York, New York 10022 at 10:00 a.m. lotaie.

In connection with the meeting, we enclose a naifdte meeting, a proxy statement and a proxy.daedhilec
information relating to Travelzoo’s activities aogerating performance is contained in our 2007 AhReport on
Form 10-K, as filed with the Securities and Excleaf@mmission, which is also enclosed.

Whether or not you plan to attend the Annual MagtihStockholders, please vote your shares via witil the
enclosed proxy card. Please note that you candattenmeeting and vote in person, even if you hpegiously
voted by proxy. If you plan to attend the meetingérson, please provide advance notice to Trawedgachecking
the box on your proxy card. In addition, you magyide notice to Travelzoo that you plan to attemgérson by
delivering written notice to Travelzoo’s Corpor&ecretary at 590 Madison Avenue, 37th Floor, NewkYNew
York 10022.

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

Travelzoo will make available an alphabetical tisstockholders entitled to vote at the meetingefoaminatior
by any stockholder during ordinary business houiiavelzoos principal executive offices, located at 590 Mad
Avenue, 37th Floor, New York, New York 10022, fentdays prior to the meeting. A stockholder mayn@ra the
list for any legally valid purpose related to theeting.

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

Sincerely,

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

590 Madison Avenue 37th Floor
New York, New York 10022

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on June 3, 2008

To the Stockholders of Travelzoo Inc.:

NOTICE IS HEREBY GIVEN that the Annual Meeting afoBkholders of Travelzoo Inc., a Delaware
corporation, will be held on Thursday, June 3, 2@280:00 a.m., local time, at 590 Madison Averfiiest Floor,
New York, New York 10022, for the following purpas

1. To elect five directors for terms expiring in02) and

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

Only stockholders of record at the close of busirmsApril 28, 2008 may vote at the Annual Meetivigur
vote is important. Whether you plan to attend tidal Meeting or noplease cast your vote by completing,
dating and signing the enclosed proxy card and retaing it via mail to the address indicated.If you attend the
meeting and prefer to vote in person, you may devem if you have previously voted by proxy.

By Order of the Board of Directors,

TRAVELZOO INC.

WAYNE LEE
Corporate Secretar
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PROXY STATEMENT
FOR THE TRAVELZOO INC.
2008 ANNUAL MEETING OF STOCKHOLDERS

Why am | receiving these proxy materials?

Travelzoo’s Board of Directors is soliciting progit be voted at the 2008 Annual Meeting of Stotdkérs.
This proxy statement includes information aboutifiseies to be voted upon at the meeting.

On or about May 10, 2008, we intend to mail thessy materials to all stockholders of record at¢hase of
business on April 28, 2008. On the record dateethere 14,250,479 shares of our common stockandsig.
Where and when is the Annual Meeting?

The Annual Meeting of Stockholders will take plaweJune 3, 2008 at 590 Madison Avenue, 21st Fidew
York, New York 10022. The meeting will begin at @0:a.m. local time.

What am | voting on?

We are asking our stockholders to elect five doect

How many votes do | have?

You have one vote for each share of our commorkstat you owned at the close of business on A&l
2008, the record date. These shares include:

« Shares held directly in your name as*stockholder of reco’” and
« Shares held for you as the beneficial owner thraughoker, bank, or other nominee”street nams

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

You can vote by proxy or in person.

How do | vote by proxy?

If you are a stockholder of record, you may votarygroxy by mail. If you receive a paper copy o tProxy
Statement, simply mark the enclosed proxy card datl sign it, and return it in the postage paicelpe providec
If you receive the Proxy Statement via e-mail, péeprint the attached proxy card, date and sigmd,return it via
mail to Travelzoo Inc., Attention: Corporate Seargf 590 Madison Avenue, 37th Floor, New York, Néark
10022.

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

If you wish to give a proxy to someone other tham ppersons named on the enclosed proxy card, ygisinke
out the names appearing on the card and writeeimime of any other person, sign the proxy, angetdt to the
person whose name has been substituted.

May | revoke my proxy?
If you give a proxy, you may revoke it in any orfdloee ways:

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

« Vote in person at the Annual Meetir

How do | vote in person?

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

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

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

What vote is required to approve each proposal?

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

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

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

Ralph Bartel holds an aggregate of 7,741,375 shdresr common stock, representing approximatel%of
the outstanding shares as of March 31, 2008. Héndéasated that he intends to vote in favor ofdadithe director
nominees.

Who is paying the costs of soliciting these proxi@s

We are paying the cost of preparing, printing, mgiind otherwise distributing these proxy materise will
reimburse banks, brokerage firms, and others fair teasonable expenses in forwarding proxy mdseiia
beneficial owners and obtaining their instructiofgew of our officers and employees may also partite in the
solicitation, without additional compensation, lBjephone, e-mail, other electronic means, or isqrer

Where can | find the voting results of the meeting?

We intend to announce preliminary voting resultdatmeeting. We will publish the final resultsonr
Quarterly Report on Form 10-@Qr the second quarter of 2008, which we intenfiléoon or before August 11, 20(
You can obtain a copy of the Form 10-Q by logging@ Travelzoo’s investor relations Web site at
www.travelzoo.com/iy calling the Securities and Exchange Commissi¢8@0) SECO330 for the location of th
nearest public reference room, or through the EDG#H&em atvww.sec.goMnformation on our Web site does not
constitute part of this proxy statement.
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ELECTION OF DIRECTORS (PROXY ITEM NO. 1)

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

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

Nominees for a One-Year Term That Will Expire in 2®9:

The ages, principal occupations, directorships haftlother information as of March 31, 2008, wihkpect to
our nominees are shown below.

Name Age Position

Ralph Bartel, Ph.D.(2) 42 Chairman of the Board of Directors, President, @hdef
Executive Officel

Holger Bartel, Ph.D. 41 Director

David J. Ehrlich(1 45 Director

Donovan Neal-May(1)(3) 55 Director

Kelly M. Urso(1)(2)(3) 42 Director

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

Each of the director nominees listed above wagedetio be a director at the Company’s Annual Megtih
Stockholders held on June 14, 2007. Our boardrettlirs has determined that each of Mr. Ehrlich, Nigzale-May,
and Ms. Urso meet the independence requiremertkedisting standards of the NASDAQ Stock Markége(t
“NASDAQ").

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

Holger Bartel, Ph.D.has served as a director since June 2005. Mr. |Bamteed as the Company’s Executive
Vice President from 2001 to 2007 after serving & WPresident of Sales and Marketing since 1998mF¥995 to
1998, Mr. Bartel was an Engagement Manager at Ma#ir& Company in Los Angeles. From 1992 to 1994,
Mr. Bartel was a research fellow at Harvard Busirgshool. Mr. Bartel holds an MBA in Finance andéunting
and a Ph.D. in Economics from the University of&Gallen, Switzerland. He is the brother of Ralpht8la

David J. Ehrlichhas served as a director since February 1999. $aceh 2007, Mr. Ehrlich has served as
Chief Executive Officer of ParAccel, Inc., a teclogy company. From 2003 to 2006, Mr. Ehrlich wagiBeVice
President, Marketing and Chief Strategy OfficeNetlQ Corporation. From 1998 to 2002, Mr. Ehrlicaswice
President, Product Management and Strategic Pargnfer Visual Networks, Inc. From 1993 to 1998,.Mihrlich
worked as a consultant for McKinsey & Company. Eirlich holds a bachel@’degree in Sociology from Stanfc
University, a Master’s degree in Industrial Engireg from Stanford University, and an MBA from Hard
Business School.

Donovan Neale-Maklias served as a director since February 1999. BileNMay is the president and
managing partner of GlobalFluency, Inc., a globghnization of independent marketing and commuiandtrms
with 70 offices in over 40 countries. Since 198%, Meale-May has been managing and running hismarketing
public relations agency business, Neale-May & Rastnoperating from Silicon Valley and New Yorkio#fs.
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Previously, Neal@day held senior positions with marketing, promoti@and PR agencies, such as Ogilvy & Mat
in Silicon Valley, New York, London and Los Angel&uring his 30 years as an international marketind brand
strategist, Neale-May has consulted with over &a@ing multi-nationals, new venture starts and gingrgrowth
companies. Nealday is the founder and executive director of thée€Marketing Officer (CMO) Council, a glok
affinity network of more than 3,000 senior markgtand branding executives. Mr. Neale-May is a jalism
graduate of Rhodes University in South Africa aed/es on the board of trustees for the Rhodes WsityeTrust,
USA.

Kelly M. Ursohas served as a director since February 1999. 20@®, Ms. Urso has been a principal at K. M.
Urso & Company, LLC. From 2001 to 2003, Ms. Urseswaaax attorney with Reynolds & Rowella LLP. Fra@97
to 2001, Ms. Urso was the leader of the expattategroup at General Electric International, In.Mrso holds a
bachelor's degree in business administration flieenUniversity of Cincinnati and a Juris Doctor degfrom the
Thomas M. Cooley Law School in Lansing, Michigan.

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

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

Board Meetings and Committees

The Board of Directors has appointed an Audit Cotteaj a Compensation Committee, and a Disclosure
Committee. Below is a table indicating the membigrsii each of the Audit Committee, Compensation Guttee,
and Disclosure Committee and how many times thedofDirectors and each such committee met irafigear
2007. Each of Mr. Ralph Bartel, Mr. Holger Bartdk. Ehrlich, Mr. Neale-May, and Ms. Urso attendedeast
75 percent of the total number of meetings of thar# of Directors and of the committees on whiclohshe

Serves.
Board Audit Compensatior  Disclosure

Mr. Ralph Barte Chaii Chaii

Mr. Holger Bartel Membe

Mr. Ehrlich Membe Chaii

Mr. Neale-May Membe Membe Membe

Ms. Urso Membe Membe Membe Chail

Number of 2007 Meeting 4 5 3 4

The Company does not require that directors atiead\nnual Meeting. None of the directors attentted200°
Annual Meeting.

Audit Committee

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




Table of Contents

Compensation Committee

The Compensation Committee reviews and approvesaimgpensation and benefits for the Company’s
executive officers and directors, and makes recandiaitons to the Board of Directors regarding suelttens. The
Compensation Committee also approves the Compayisequity incentive plans. The Compensation Cotesit
further reviews and discusses with management gimep@nsation Discussion and Analysis section ofRnisy
Statement. The Compensation Committee does notdnakiarter. The Report of the Compensation Comeniste
included on page 12.

Disclosure Committee

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

Nominating Committee

Travelzoo does not have a nhominating committe@@Board of Directors. Since it is a “Controlledn@many”
under Rule 4350-4f the NASDAQ Manual, on account of the stock ovehg by Ralph Bartel, such a committe
not required. Through his share ownership, Mr. R&grtel is in a position to control Travelzoo docklect our
entire Board of Directors. Mr. Ralph Bartel consgleandidates for director nominees.

Communications With Directors

The board has established a process to receive ooimations from stockholders. Stockholders androthe
interested parties may contact any member (or athlrers) of the board, or the non-management diea®a
group, any board committee or any chair of any ssorhmittee by mail. To communicate with the boatrd o
directors, any individual directors or any groupcommittee of directors, correspondence shoulddoleessed to the
board of directors or any such individual directorgiroup or committee of directors by either namétle. All suct
correspondence should be sent “c/o Corporate Segtett Travelzoo Inc., 590 Madison Avenue, 37tbdf| New
York, NY 10022.

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

Audit Committee Report

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

The Audit Committee oversees Travelzoo’s finanmglorting process on behalf of the Board of Direxto
Management is primarily responsible for the finahstatements and reporting processes includingytsiems of
internal controls, while the independent auditaesrasponsible for performing an independent aafditravelzoo’s
consolidated financial statements in accordancle aiditing standards of the Public Company Accaognti
Oversight Board (“PCAOB"), and expressing an opinim the conformity of those financial statemenitsiw
accounting principles generally accepted in theté¢hBtates.

In this context, the committee has met and heldudisions with management and the independent asidito
regarding the Company’s audited consolidated firstatements. The committee discussed with Traxeés
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independent auditors the overall scope and plathfor audit. The committee met, at least quartevith the
independent auditors, with and without managemesggnt, and discussed the results of their examirgttheir
evaluations of Travelzoo’s internal controls, ane overall quality of Travelzoo’s financial repodi Management
represented to the committee that Travelzoo’s dateted financial statements were prepared in azoare with
accounting principles generally accepted in theté¢hBtates. The committee has reviewed and distisse
consolidated financial statements with managemeditlae independent auditors, including their judgteeas to the
quality, not just the acceptability, of Travelzoascounting principles and such other matters esegyuired to be
discussed with the committee under auditing statedaf the PCAOB.

Travelzoo’s independent auditors also providedheodommittee the written disclosures required ley th
Independence Standards Board Standard No. 1 (Indepee Discussions with Audit Committees), and the
committee discussed with the independent auditaisfirm’s independence, including those mattegsired to be
discussed by Statement on Auditing Standards No. 61

In reliance on the reviews and discussions refewexbove, the committee recommended to the Bdard o
Directors (and the Board of Directors has approviedi the audited financial statements be includdgtde Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2007 for filing with the SEC. The committess not
yet selected Travelz's independent auditors for fiscal year 2008.

While the committee has the responsibilities anggrs set forth in its charter, it is not the dufythe
committee to plan or conduct audits or to deterntiiaé Travelzoo’s financial statements are compdei accurate
and are in accordance with generally accepted aticmuprinciples. This is the responsibility of nagyement and
the independent auditor. Nor is it the duty of teenmittee to conduct investigations or to assuregi@mnce with
laws and regulations and Travelzoo’s business attrjhlicies.

Audit Committee

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

Director Compensation

Directors who are employees of the Company owitsiliaries do not receive compensation for seramg
directors. Directors who are not employees of thenfany or its subsidiaries are entitled to recestain retainers
and fees. On June 8, 2007, the Compensation Coeamétiewed its director compensation policy artdreined
that no adjustments to this director compensat@itpwere necessary. The retainers and meetirgydezas
follows:

» Annual board member retain— $30,000;

 Audit committee chair retain— $30,000;

 Fee for attendance of a board mee— $1,680;

 Fee for attendance of an Audit Committee mee— $2,800;

 Fee for attendance of a Disclosure Committee mg— $1,680;

 Fee for attendance of a Compensation Committeeimge— $2,800; anc
« Fee for attendance of a strategy mee— $4,480.

We also reimburse non-employee directors for oytaafket expenses incurred in connection with attend
meetings.
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The following table shows compensation informafionTravelzoo’s non-employee directors for fiscahy
ended December 31, 2007.

Change in
Pension Value
and Nonqualified

Fees Earnes Non-Equity Deferred
or Paid in Stock Option Incentive Plan Compensation All Other
Name Cash ($) Awards ($) Awards ($) Compensation ($ Earnings ($) Compensation ($ Total ($)
Mr. Holger Bartel — — — — — 115,90i(1) 115,90:
Mr. Ehrlich 85,20( — — — — — 85,20(
Mr. Neale-May 59,12( — — — — — 59,12(
Ms. Urso 64,72( — — — — — 64,72(

(1) In November 2007, Mr. Holger Bartel resigned asdttiee Vice President of the Company. Mr. Bartel is
currently employed as a consultant to the CompRBaoysuant to the terms of his consulting agreentenis
paid a daily rate for his consulting services t @ompany

Security Ownership of Certain Beneficial Owners andManagement

The following table shows the amount of our comrmatotk beneficially owned as of March 31, 2008 by
(a) each director and nominee, (b) each named #xeaifficer, (c) all executive officers and direcs as a group,
and (d) each person known by the Company, as ofmber 31, 2007, to beneficially own more than 5%hef
outstanding shares of common stock. In generatest@eneficially owned” include those shares apeihas or
shares the power to vote, or the power to dispbise o

Beneficial Ownership
Number of Percent

Beneficial Owner Shares(1) of Total(2)
Directors and Named Executive Officers
Holger Bartel(3] 100,14 *
Ralph Bartel(4 9,912,79. 60.36%
David J. Ehrlict — —
C.J. Kettler — —
Wayne Lee —
Christopher Loughlit 1,07C *
Donovan Neal-May — —
Raymond N¢ — —
Max Raynel —
Kelly M. Urso(5) 17,72¢ *
Jason Yaj — —
Directors and executive officers as a group (15qes)(6) 10,031,73 60.9%
Persons Owning More Than 5% of Common Stocl
JPMorgan Chase & Co.( 1,394,57 9.7%

270 Park Avenu

New York, New York 1001
Barclays Global Investors, NA( 928,33: 6.51%

45 Fremont Stree

San Francisco, California 941

* Less than 19

(1) Except as otherwise indicated and subject to agipleiccommunity property laws, the persons nameiden
table have sole voting and investment power wisipeet to all their shares of common stc
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(2) For each person and group indicated in this tg@esentage ownership is calculated by dividingrtheber
of shares beneficially owned by such person orgtnuthe sum of 14,250,479 shares of common stock
outstanding as of March 31, 2008, plus the numbshares of common stock that such person or ghap
the right to acquire within 60 days after March 3Q08.

(3) Holger Bartel indirectly holds 1% of Azzurro Capibac., which is the holder of 7,819,571 shares aptions
to purchase 2,193,349 shares, through HBT Corporati C. Includes options to purchase 21,933 shares
which are currently exercisable or will be exerblsawithin 60 days of March 31, 20C

(4) Ralph Bartel indirectly holds 99% of Azzurro Capitac., which is the holder of 7,819,571 shares and
options to purchase 2,193,349 shares, through @tghMBartel 2005 Trust. Includes options to purehas
2,171,416 shares which are currently exercisableilbbe exercisable within 60 days of March 3108C

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

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

(7) Based solely on information reported on a Schetl8(@ filed with the Securities and Exchange Comruissi
on February 5, 2008 by JPMorgan Chase & Co. Asamfdinber 31, 2007, 1,394,579 shares were bengfi
held by JPMorgan Chase & Co. of which it possesséelvoting power to 1,242,131 shares and sole
dispositive power to 1,394,579 shar

(8) Based solely on information reported on a Schetl8(@ filed with the Securities and Exchange Comruissi
on February 6, 2008 by Barclays Global Investors, Ns of December 31, 2007, 928,332 shares were
beneficially held by Barclays Global Investors, IdAd its affiliated entities of which it possesset s/oting
power to 740,542 shares and sole dispositive peav@28,332 share

Section 16(a) Beneficial Ownership Reporting Compdince

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

To the Company’s knowledge, based solely on a wewiethe copies of such forms furnished to the Canyp
or written representations from reporting persoves pelieve that during fiscal 2007, all Sectiona)@{ling
requirements were satisfied on a timely basis.

Code of Ethics

We have adopted a code of ethics that appliest&bief Executive Officer, our Chief Financial Qffir, and
our Controller for North America. This code of ethis posted on our Web site located at
www.corporate.travelzoo.com/governan@ée intend to satisfy the disclosure requirementeurigbm 10 of
Form 8-K regarding an amendment to, or waiver framrovision of this code of ethics by posting sinfbrmation
on our Web site, at the address and location spdaibove. A copy of the code of ethics is alsalalbbe in print to
stockholders and interested parties without chapgs written request delivered to our Corporater&acy at
Travelzoo Inc., 590 Madison Avenue, 37th Floor, Néaovk, NY 10022.

Executive Compensation
Compensation Discussion and Analysis
Overview of Compensation Program

The following Compensation Discussion and Analysis;CD&A,” describes our overall compensation
philosophy and the primary components of our corapton program. Furthermore, the CD&A explainsphaces:
by which the Compensation Committee or “Committéetermined the 2007 compensation for our Chief
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Executive Officer, Chief Financial Officer and othmost highly compensated officers. We refer tathmdividuals
collectively as the “named executives” or the “ndmaecutive officers.”

Compensation Philosophy and Objectives

The fundamental objectives of our executive compeamis program are to attract and retain highly ifjeal
executive officers, motivate these executive ofde materially contribute to our long-term busssuccess, and
align the interests of our executive officers atutisholders by rewarding our executives for indiatand
corporate performance based on targets establishéte Committee.

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

« Accountability for Individual Performanc Compensation should in large part depend on inged
executives individual performance in order to motivate ankreowledge the key contributors to our succ

» Recognition for Business Performan Compensation should take into consideration @erall financial
performance and overall growl

« Attracting and Retaining Talented Executi. Compensation should generally reflect the contipeti
marketplace and be designed to attract and ret@er®r employees in key competitive positic

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

Compensation Determination Process

Compensation Committee Membershe Committee is responsible for establishingregeing and reviewing
executive compensation policies and for approviadjdating and benchmarking the compensation anefits for
named executive officers. The Committee is alsparsible for determining the fees paid to our algsiirectors.
The Committee includes Mr. Ralph Bartel (Chair) af&l Kelly M. Urso. Ms. Urso satisfies the independe
requirements of the NASDAQ. The Compensation Comemitioes not have a charter.

Role of ManagementDuring 2007, the Committee engaged in its annexdbw of executive compensation
with the goal of ensuring the appropriate comborabtf fixed and variable compensation linked tavidilal and
corporate performance. In the course of its revibe,Committee considered the advice and inpth@fQompany’s
CEO and data prepared by management, includingnpaadson of the current compensation of the narmedwive
officers with publicly available industry data froftne Wall Street Journal. The Wall Street Jourréditilized by
the Committee included salary and total compensatiformation based on the title, job descriptiangd geographi
location of similarly situated executives. The mgighificant aspects of the CEO’s role in the congation
determination process are evaluating employee padoce, establishing business performance tamgedts and
objectives and recommending salary and bonus levels

The Committee compared the compensation receivedeo@€ompany’s named executive officers with the
levels of compensation received by similarly sidgagxecutives in the same geographic locatiorght bf the
named executives’ responsibilities, performancegernce and tenure, in order to arrive at thd tatapensation
package for each of the named executive officersome cases, the compensation package that theitem
awarded a named executive officer was at or befmamedian compensation received by executives ipeMTall
Street Journal data, while in other instances timepensation was higher due to the executive’s respilities,
performance, experience and tenure.

Mr. Bartel did not participate in the determinatiofrhis compensation during 2007. The Committeendid
engage an outside consulting firm to provide adeicexecutive compensation.
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Components of Executive Compensation

The Committee has structured an executive compengatogram comprised of base salary, cash bondis an
non-equity incentive pay.

Base Salary. The Committee considered two types of potentakbsalary increases for the named executive
officers in 2007: (1) “merit increases” based ugach named executive’s individual performance;@nd/
(2) “market adjustments” based upon the salaryedagsimilarly situated executives.

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

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

During 2007, the Committee increased the salafitiseonamed executive officers as follows:

» Ralph Barte’'s base salary increased from $367,500 to $382 28¢€tige July 1, 2007

* Wayne Lee’s base salary increased from $170,082®0,000 effective February 1, 2007, increased from
$200,000 to $208,000 effective July 1, 2007, amdeased from $208,000 to $240,000 effective Janbary
2008; anc

 Christopher Loughli's base salary increased from $400,362 to $416,8&atige July 1, 2007

Mr. Ralph Bartels base salary is below the average base salahjeffexecutive officers working in New Yo
City per The Wall Street Journal.

Executive Bonus PlanWe believe that the Executive Bonus Plan providesCompany with a valuable tool
assist in focusing executives on accomplishing ag@mal and financial objectives over the Compamyiarterly
periods. The plan is designed to reward the Compaxecutives for achieving their quarterly targetsset per the
Company’s operating budget.

On April 6, 2007 the Committee adopted the Northetica Executive Bonus Plan, as amended and restated
effective as of January 1, 2007 and determinedMisatShirley Tafoya, and of the named executivecefs,
Mr. Ralph Bartel and Mr. Wayne Lee, would be eligito participate in the North America Executiverige Plan.
Ms Tafoya, Mr. Bartel and Mr. Lee are collectivegferred to in this section as the “participatingeutives.”

Effective as of January 1, 2007, the participagrgcutives were eligible to receive a bonus of @30 per
quarter upon the attainment of all of the followipgals as set forth in the Company’s Annual Opegaiudget:

« 100% of Revenue targe

* 100% of Pro Forma Operating Income tari

* 100% of the U.S. Top 20 Subscribers tar

* 100% of the Canada Top 20 Subscribers target

» There are not more than two customers that acdouti0% or more of the Company’s worldwide
consolidated revenues for the quarter and no sigtomer accounts for more than 17% of the Conipany
worldwide consolidated revenues for the qua

If one or more of the above targets were not rhetparticipating executives were eligible to reeeavbonus of
$25,000 per quarter upon attainment of all of tikofving goals as set forth in the Company’s AnnDakrating
Budget:

* 98% of Revenue targe
* 90% of Pro Forma Operating Income targ

10
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« Within 50,000 subscribers of achieving the U.S. P65ubscribers target or exceeding the ta
« Within 25,000 subscribers of achieving the Canaola 30 Subscribers target or exceeding the targel

« There are not more than two customers that acdoud% or more of the Company’s worldwide
consolidated revenues for the quarter and no stmgtomer accounts for more than 17% of the Comipany
worldwide consolidated revenues for the qua

The Company’s Annual Operating Budget relates ¢oGbmpany’s operations in North America, is sehat
beginning of the year by the CEO and provides guigrtargets for revenues, operating expensesatipgrincome,
net income, subscribers, headcount, and otherdiaband non-financial performance metrics. The @any
reserves the right to amend the Annual OperatinggBtiat any time and for any reason. The seconaf sgtarterly
targets were met for the first quarter of 2007 arg25,000 bonus was paid in April 2007 to the pguditing
executives. The quarterly targets were not methfersecond, third and fourth quarters of 2007 antdanuses were
paid to the participating executives.

Other Incentive Bonus Payln 2007, Mr. Christopher Loughlin, Ms. Shirleyféga, Mr. Raymond Ng, and
Mr. Jason Yap also received incentive bonuses putgo the terms of their employment agreements.

Prior to April 1, 2007. pursuant to the terms of Ms. Tafoya’s employnagreement dated May 8, 2001, as
amended, Ms. Tafoya received a quarterly commissipral to 1.0% of the Company’s net advertisingenexes
generated from the sales of advertising onTitavelzooWeb site and th&op 20newsletter. The commission is
capped at $42,878, 1.0% of the Company’s net aidirggtrevenues in the second quarter of fiscal 2688. In
2007, Ms. Tafoya received a commission of $42,&r8He first quarter of 2007, which representednttaaimum
capped amount of the commission.

Pursuant to the terms of Mr. Loughlin’s employmagteement dated May 16, 2005, as amended July008, 2
and as amended July 1, 2007, Mr. Loughlin is eligib receive quarterly and annual bonuses. Mrghtin’s
bonuses are payable in British pounds and have tbaeslated into U.S. dollars for the purposeshidf summary.
Mr. Loughlin is eligible to receive the followingugrterly bonuses:

Quarterly Bonus

Criteria Payment

Revenue goal as defined in the official budgetHarope is me $ 15,01«
Net income goal as defined in the official budgetEurope is me $ 15,01«
Subscriber goal as defined in the official budgetEurope is me $ 15,01«
Performance evaluation by the Chairman of the Caom Upto{ 15,01«
Total Upto g 60,05¢

Under the terms of the annual bonus plan set forMr. Loughlin’s employment agreement, Mr. Loughis
eligible to receive 20% of Travelzoo Europe’s pootia operating income generated from operatiofinope and
such amount is not capped. In 2007, Mr. Loughlgeireed $105,096 and $65,003 pursuant to the qhyaeed
annual bonus plans, respectively, set forth irehiployment agreement.

Pursuant to the terms of Mr. Ng's employment agesgrdated February 5, 2007, Mr. Ng is eligibledoegive
quarterly bonuses and a guaranteed annual bonudd bonuses are payable in Hong Kong dollars and beet
translated into U.S. dollars for the purposes &f sammary. Mr. Ng is eligible to receive the feliog quarterly

bonuses:
Quarterly Bonus

Criteria Payment
Revenue goal as defined in official budget for Ralg Territory is me $ 7,50¢
Operating income goal as defined in official budigetRelevant Territory is me $ 7,50¢
Subscriber goal as defined in the official budgetRelevant Territory is me $ 7,50¢
Performance evaluation by the CEO of Travelzoo | Upto 7,50¢
Total Upto d 30,01

11
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Pursuant to the terms of Mr. Ng's employment agegnfor the first twelve months of employment, the
Company guaranteed payment of $30,012 per quantéhé quarterly bonus.

Under the terms of the guaranteed annual bonussglaiorth in Mr. Ng's employment agreement, Mr. ilg
eligible to receive a guaranteed annual bonus 008141 on or before the last day of each calendar grovided
that Mr. Ng’s employment has not been terminatedrdoefore the last day of such calendar year0Bv2Mr. Ng
received $100,040 and $100,041 pursuant to theeyilaand guaranteed annual bonus plans, respbgtaet forth
in his employment agreement.

Pursuant to the terms of Mr. Yap’s employment ageet dated February 20, 2007, Mr. Yap is eligible t
receive quarterly bonuses. Mr. Yap’s bonuses ayalpa in Hong Kong dollars and have been transltiad
U.S. dollars for the purposes of this summary. ¥ap is eligible to receive the following quartedgnuses:

Quarterly Bonus

Criteria Payment

Revenue goal as defined in official budget for Rale Territory is me $ 6,25¢
Operating income goal as defined in official budigetRelevant Territory is me $ 6,25¢
Subscriber goal as defined in the official budgetRelevant Territory is me $ 6,25¢
Performance evaluation by the CEO of Travelzoo | Upto{ 6,25¢
Total Upto g 25,02«

Pursuant to the terms of Mr. Yap’s employment ages#, for the first twelve months of employmeng th
Company guaranteed payment of $25,024 per quantéhé quarterly bonus.

In 2007, Mr. Yap received $75,072 pursuant to tharterly bonus plan as set forth in his employment
agreement.

Other Compensation-Related Matters

Perquisites and Additional BenefitsThe Company seeks to maintain an open and inelgsilture in its
facilities and operations among executives andra@fmenpany employees. Accordingly, the Company s
provide executives with reserved parking spaceseparate dining or other facilities, nor does tbenfany have
programs for providing personal-benefit perquistteexecutives, such as permanent lodging, cluls dueefraying
the cost of personal entertainment. Named execuffi@rs and employees may seek reimbursemertiusiness
related expenses in accordance with our busingsner reimbursement policy.

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

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

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

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

Compensation Committee Report

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

12
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The Company’s Compensation Committee has reviewddlscussed the Compensation Discussion and
Analysis with management and, based on such reameidiscussions, the Compensation Committee recoiede
to the Company’s board of directors that the Corspgan Discussion and Analysis be included in ginesxy
statement on Schedule 14A.

Compensation Committee

Ralph Bartel (Chairman)

Kelly M. Urso
Compensation Committee Interlocks and Insider Parttipation

During 2007, Ralph Bartel, our Chief Executive ©ffi, and Kelly M. Urso were members of the Compens
Committee. Mr. Ralph Bartel did not participatettie determination of his compensation as an exexofficer
during 2007. In 2007, there were no transactiomaden the Company and Mr. Ralph Bartel, other tharpaymer
of Mr. Ralph Bartel’s salary and reimbursement ofrpany-related expenses.

Summary Compensation Table

The following summary compensation table sets forbrmation concerning the compensation to oure€hi
Executive Officer, Chief Financial Officer, the ¢&rother most highly compensated executive offj@rd Shirley
Tafoya during the fiscal year ended December 3Q720

Non-Equity
Stock Option Incentive Plan All Other
Fiscal Salary Bonus Awards Awards Compensatior Compensatior Total
Name and Principal Position Year $) $) %) $) $)1) $) $)
Ralph Barte 2007 322,00« — - — 25,00((10) — 347,00«
Chairman, President, and Chief 200€ 329,72 1,50((6) — — 15,00((10) 1,50((17) 347,72
Executive Officel
Wayne Lee(2 2007 201,50( — — — 25,00((10) 1,50((18) 228,00(
Chief Financial Office 200€ 154,08:! 1,50((6) — — — 3,00((18) 158,58
Christopher Loughlin(3 2007 408,36 — — — 170,09¢11) 28,58¢(19) 607,05:
Executive Vice President, Euro 200€ 293,49( 1,50((6) — — 144,94412) 16,39¢(19) 456,33(
Raymond Ng(4 2007 233,42: — —  —  200,08(13) 3,36((20) 436,86
Executive Vice President, As 200¢
Shirley Tafoye 2007 475,13: 25,00((7) — — 67,87¢14) 1,50((18) 569,51:
Senior Vice President of Sal 200€ 338,25( 2,75((8) — — 186,51((15) 1,50((17) 529,01(
Jason Yap(5 2007 130,56( 40,03(9) — — 75,077(16) 2,437(20) 248,11!

Executive Vice President, Japan, India200¢
and Australic

(1) The amounts reflected in this column reflect thégrenancebased cash awards paid to the named execi
under our Executive Bonus Plan and pursuant taicegimployment agreements, as discussed in the
Compensation Discussion and Analysis above. Theseiats were paid during fiscal 2007 and fiscal 2006
with the exception of amounts due for the fourtarnter of 2006, which were paid in January 2007, thed
amounts due for the fourth quarter of 2007, whi@rerpaid in January 20C

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

(3) Mr. Loughlin’s compensation is denominated in Bfitpounds and was translated into U.S. dollargubia
average 2007 and 2006 daily exchange rates of#130181 and £1 = $1.8426, respectively, per OANDA
Corporation.

(4) Mr. Ng commenced employment in March 2007. Mr. Ngpsnpensation is denominated in Hong Kong
dollars and was translated into U.S. dollars usfimgaverage 2007 daily exchange rate of HKD$1 £2%18
per OANDA Corporation

(5) Mr. Yap commenced employment in May 2007. Mr. Yampsnpensation is denominated in Hong Kong
dollars and was translated into U.S. dollars usiiegaverage 2007 daily exchange rate of HKD$1 £2%18
per OANDA Corporation
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(6) Amount consists of a $1,500 bonus payment madg éonployees of the Company as of the end of
March 31, 2006

(7) Amount consists of a discretionary employee bonuesrd.

(8) Amount consists of a $1,500 bonus payment madg ¢éorgloyees of the Company as of the end of
March 31, 2006 and a discretionary $1,250 empldyeris awarc

(9) Amount consists of a si-on bonus per the terms of Mr. Y's employment agreeme!
(10) Amounts consist of bonuses earned during fiscab20@ 2007 under our Executive Bonus P

(11) Amounts consist of bonuses earned during fisca¥ 20 the terms of Mr. Loughlin’'s employment
agreement

(12) Of this amount, $129,944 was earned during fise@62inder the Quarterly Performance Bonus Plathger
terms of Mr. Loughlin’s employment agreement an8é,800 was from bonuses earned during fiscal 2006
under our Executive Bonus Ple

(13) Amounts consist of bonuses earned during fisca¥ 28 the terms of Mr. N's employment agreemei

(14) Of this amount, $42,878 was from commissions eacheuhg fiscal 2007 under the terms of Ms. Tafoya's
employment agreement and $25,000 was from bonasasa:during fiscal 2007 under our Executive Bonus
Plan.

(15) Of this amount, $171,510 was from commissions ehchging fiscal 2006 under the terms of Ms. Tafgya’
employment agreement and $15,000 was from bonasasa:during fiscal 2006 under our Executive Bonus
Plan.

(16) Amounts consist of bonuses earned during fisca¥ 280 the terms of Mr. Y¢s employment agreemel
(17) Amount consists cgros:-up for taxes on bonus paymen

(18) For 2007, amount consists of the Company’s matcbamgribution of $1,500 under the tax-qualified 491
Plan. For 2006, amount consists of the Companymtag contribution of $1,500 under the tax-quaetlifi
401(k) Plan and $1,500 for tigros«-up for taxes on bonus paymen

(19) For 2007, amount consists of the Company’s continhito the UK Employee Pension Contribution Plan.
For 2006, amount consists of the Company’s corntiobwf $15,449 to the UK Employee Pension
Contribution Plan and $947 for tigros«-up of taxes on bonus paymen

(20) Amount consists of the Compé’'s contribution to the Mandatory Provident Fu

Grants of Plan-Based Awards in 2007

The following table sets forth certain informataith respect to non-equity incentive plan awardm¢gd to
each of our named executive officers during theafiyear ended December 31, 2007.

Estimated Possible Payouts Unde
Non-Equity Incentive Plan Awards

Threshold Target

Name 3 (6]

Ralph Bartel(1, — 200,00(
Wayne Lee(1 — 200,00(
Chris Loughlin(2) — 240,22:
Raymond Ng(3 — 200,08:
Shirley Tafoya(1, — 200,00(
Shirley Tafoya(4 — 42,87¢
Jason Yap(5 — 75,077

(1) Amount represents the potential quarterly bonusneats under the terms of the Executive Bonus Hiae.
business measurements and performance goals &mieing the payout are described in the Compemsati
Discussion & Analysis
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(2) Amount represents the potential quarterly bonusnags under the terms of Mr. Loughlin’s employment
agreement. Mr. Loughlin was also eligible for amaal bonus payment which did not have a targetgdyga
amount, as the amount that Mr. Loughlin may rec&vesuch bonus is not capped. The measurements for
determining the quarterly and annual payouts aserd®ed in the Compensation Discussion & Analy

(3) Amount represents the potential quarterly bonusneags and guaranteed annual bonus payment under the
terms of Mr. Ngs employment agreement. The measurements for dategithe quarterly and annual payc
are described in the Compensation Discussion & ysis|

(4) Amount represents the potential commission paymemder the terms of Ms. Tafoya's employment
agreement. The measurement for determining theypaye described in the Compensation Discussion &
Analysis.

(5) Amount represents the potential quarterly bonusneags under the terms of Mr. Yap’s employment
agreement. The measurements for determining theeglyaand annual payouts are described in the
Compensation Discussion & Analys

Outstanding Equity Awards at December 31, 2007

The following table sets forth certain informatiooncerning equity awards for each of our named \@iex
officers that remained outstanding as of Deceme307.

Number of Number of

Securities Securities

Underlying Underlying

Unexercisec Unexercised Option Exercise Option

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

Option Exercises and Stock Vested

For the year ended December 31, 2007, there weoptian exercises or stock vested.

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

The Company has employment agreements with its daxecutive officers and certain other employeée T
employment agreements as of December 31, 2007thét@ompany’s named executive officers are desttribe
below.

Mr. Ralph Bartel entered into an employment agregméth the Company on April 1, 2000. Pursuanthe t
terms of the agreement, Mr. Ralph Bartel is awilitemployee and the Company or Mr. Ralph Bartelynterminat
the agreement, with or without cause, upon two \wegelor written notice. Mr. Ralph Bartel is not ile to receive
any severance or change of control benefits utdeterms of the agreement. Mr. Ralph Bartel is paidise salary
and is eligible to participate in the Company’s &xtéve Bonus Plan. In addition, Mr. Ralph Barteéigtitled to
participate in or receive such benefits under tben@any’s employee benefits plans and policies aslman effect
from time to time.

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

Mr. Wayne Lee entered into an employment agreeméhtthe Company on December 9, 2005. Pursuarite
terms of the agreement, Mr. Lee is an at-will eppand the Company or Mr. Lee may terminate theesgent,
with or without cause, upon two weeks prior writtestice. Mr. Lee is not entitled to receive anyesawnce or
change of control benefits under the terms of tre@ment. Mr. Lee is paid a base salary and ighédig
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to participate in the Company’s Executive BonusiPla addition, Mr. Lee is entitled to participateor receive
such benefits under the Company’s employee bergéitss and policies as may be in effect from timére.

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

Ms. Shirley Tafoya entered into an employment agesg with the Company on May 8, 2001. Pursuantéo t
terms of the agreement, Ms. Tafoya is an at-wilplxyee and the Company or Ms. Tafoya may termitiee
agreement, with or without cause, upon two weela mrritten notice. However, if Ms. Tafoya's emplognt is
terminated at any time due to a change of conamdgfined in the agreement) or if she is not effex position of
comparable pay and responsibilities in the samgmbic area in which she worked immediately pigoa change
of control, Ms. Tafoya will be entitled to receikier base salary and medical benefits for a six mpatiod in
exchange for executing a general release of clagre the Company. Assuming that Ms. Tafoya wasiteated by
the Company as of December 31, 2007 following anghaf control of the Company, Ms. Tafoya wouldeintled
to receive $259,005 and the Company would incuitiadél expenses for medical benefits of approxehe$7,491

Ms. Tafoya is paid a base salary and is eligibleauicipate in the Company’s Executive Bonus PRuior to
April 1, 2007, Ms. Tafoya also received a 1.0% cassion on net advertising revenues (as definetlan t
agreement) generated from the sales of advertisirtheTravelzoowWeb site and th&op 20newsletter; such
commission is capped at $42,878, 1.0% of the Cogipanet advertising revenues in the second quaft2003. In
addition, Ms. Tafoya is entitled to participatecinreceive such benefits under the Company’s enegldenefits
plans and policies as may be in effect from timéne.

Ms. Tafoya agreed that the Company will own angal®ries and work product (as defined in the agesgm
made during the term of her employment and to asdigof her interest in any and all such discoe®i@nd work
product to the Company. Furthermore, Ms. Tafoy@egdtto not, directly or indirectly, solicit the Cpany’s
customers or employees during the term of her eynpdmt and for a period of one year thereafter.

Mr. Christopher Loughlin entered into an employmagteement with the Company on May 16, 2005 as
amended on July 12, 2006 and further amended ongtug, 2007. The term of the agreement is from Mgy
2005 to June 30, 2010, after which time eitherypardy terminate the agreement, with or without eaupon
twelve months prior written notice. During the iaitterm, the Company can terminate the agreenwerdsfuse (as
defined in the agreement) without any severancigatidns. The Company can also terminate the ageaewmithou
cause by making a payment equal to the amountsa salary that Mr. Loughlin would be entitled toeiwe during
the balance of the initial term or any notice péridssuming that Mr. Loughlin was terminated by @@mpany
without cause as of December 31, 2007, Mr. Loughtld be entitled to receive $1,040,941.

Mr. Loughlin is paid a base salary and is entitedertain annual and quarterly bonuses. Sa@mponents of
Executive Compensati— Other Incentive Bonus Papove for a description of such bonuses. Mr. Longklalso
eligible to participate in the Company’s UK Empleyieension Contribution Program, pursuant to wiieh t
Company contributes 7% of his base salary to timsipa. Mr. Loughlin is also entitled to participateany private
health insurance scheme that may be arranged §ahmpany for its executives.

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

Mr. Raymond Ng entered into an employment agreemvéhtthe Company on February 5, 2007. The term of
the agreement is from March 1, 2007 to Februan2208, after which time either party may termintie
agreement, with or without cause, upon three mopttios written notice. During the initial term, tl@@ompany can
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terminate the agreement for cause (as defineckimagineement) without any severance obligations.Qdrapany
can also terminate the agreement without causeaiynm a payment equal to the amount of base sataahypro-rata
amount of the quarterly bonus that Mr. Ng wouldebétled to receive during the balance of the ahiierm or any
notice period. Assuming that Mr. Ng was terminatgdhe Company without cause as of December 317,200
Mr. Ng would be entitled to receive $100,038.

Mr. Ng agreed to not, directly or indirectly, engagy become interested in any business competititrethe
Company during the term of the agreement. In aadlditMr. Ng agreed to not, directly or indirectlylisit any of the
Companys customers or perform services for, or engagenn,business competitive with the Company for aopk
for twelve months after the termination of his eayphent.

Mr. Jason Yap entered into an employment agreemigmthe Company on February 20, 2007. The terthef
agreement is from May 6, 2007 to May 5, 2008, aftieich time either party may terminate the agredmeith or
without cause, upon three months prior writteng®tDuring the initial term, the Company can terménthe
agreement for cause (as defined in the agreeméhwt any severance obligations. The Company &= a
terminate the agreement without cause by makingyanpnt equal to the amount of base salary andgieoamount
of the quarterly bonus that Mr. Yap would be eatltto receive during the balance of the initiaiter any notice
period. Assuming that Mr. Yap was terminated by@uwenpany without cause as of December 31, 2007 Yislp.
would be entitled to receive $104,135.

Mr. Yap agreed to not, directly or indirectly, eagaor become interested in any business competiiiethe
Company during the term of the agreement. In agfuitMr. Yap agreed to not, directly or indirectplicit any of
the Company’s customers or perform services foengrage in, any business competitive with the Campar a
period for twelve months after the termination &f @mployment.

Certain Relationships and Related Party Transaction

The Company maintains policies and procedures $arerthat our directors, executive officers and legges
avoid conflicts of interest. Our Chief Executivefioér, Chief Financial Officer and Controller angbgect to our
Code of Ethics and each signs the policy to ensomepliance. Our Code of Ethics requires our leddpn® act
with honesty and integrity, and to fully disclosetiie Audit Committee any material transaction teasonably
could be expected to give rise to an actual or Egmpaonflict of interest. The Code of Ethics regsithat our
leadership obtain the prior written approval of fedit Committee before proceeding with or engagimgny
conflict of interest.

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

In 2007, there were no related party transacticoeeding $120,000 between the Company and itstdigc
executive officers or principal stockholders.

Independent Public Accountants

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

The Audit Committee has not yet selected our inddpat registered public accounting firm for our 20@i@cal
year. The Audit Committee annually reviews the perfance of our independent registered public adimgifirm
and the fees charged for their services. This vetias not yet been completed. Based upon the sesuthis review
the Audit Committee will determine which indepentesgistered public accounting firm to engage tdqyen our
annual audit. Stockholder approval of our accowntirm is not required by our bylaws or otherwisguired to be
submitted to the stockholders.
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Principal Accountant Fees and Service

During fiscal year 2006 and 2007, KPMG charged feeservices rendered to Travelzoo as follows:

Service 2006 Fee: 2007 Fee:
Audit fees(1) $736,24(  $855,10:
Audit-related fee: — —
Tax fees — —
All other fees — —
Total $736,24(  $855,10:

(1) Audit fees consisted of fees for professional smwirendered for the annual audit of Company’saafeted
financial statements and review of the interim odidated financial statements included in quartegjyorts
and audit services rendered in connection withragtetutory or regulatory filing:

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

The Audit Committee pre-approves all audit and pssible non-audit services provided by the Compsny’
independent registered public accounting firm. Ehesrvices may include audit services, audit-rdlatvices, tax
and other services. Pre-approval is generally piexyifor up to one year, and any pre-approval iaiéet as to the
particular service or category of services anceisegally subject to a specific budget. The indepahdegistered
public accounting firm and management are requogukriodically report to the Audit Committee redjag the
extent of services provided by the independenstergd public accounting firm in accordance witls fire-
approval, and the fees for the services perforroatate. The Audit Committee may also pre-approvéquaar
services on a case-by-case basis. During 2006 @0id 2ll services provided by KPMG were pre-appdobe the
Audit Committee in accordance with this policy

Voting

Under the Delaware General Corporation Law andcedificate of incorporation and bylaws, the presgegrin
person or represented by proxy, of the holdersroépority of the outstanding shares of our stodkdsessary to
constitute a quorum of stockholders to take acioimne Annual Meeting. Once a quorum of stockhalder
established, the affirmative vote of a pluralitytiog shares, which are present in person or reqexsdy proxy at
the Annual Meeting, is required to elect each diecThe affirmative vote of a majority of the sbarmentitled to vot
and present in person or by proxy in favor of atheomatter properly brought before the Annual Mepis
required to approve of such action.

Shares represented by proxies which are markea Wwihheld” with respect to the election of anygmar to
serve on the Board of Directors will not be consédein determining whether such a person has redehe
affirmative vote of a plurality of the shares. Skmrepresented by proxies that are marked “abstéth"respect to
any other proposal will not be considered in deteimy whether such proposal has received the affire vote of |
majority of the shares and such proxies will notehthe effect of a “no” vote.

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

We know of no matters to come before the Annualtvigeexcept as described in this Proxy Stateméany
other matters properly come before the Annual Megtihe proxies solicited hereby will be voted aolsmatters il
accordance with the judgment of the persons vatirgh proxies.

Stockholder Proposals for the 2009 Annual Meeting

Proposals of eligible stockholders intended to tlesgnted at the 2009 Annual Meeting must be reddiyeus
by January 10, 2009 for inclusion in our proxy eaént and proxy relating to that meeting. Uponiad any
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such proposal, we will determine whether or nahtdude such proposal in the proxy statement aonsypin
accordance with regulations governing the soliditadf proxies.

If a stockholder wishes to present a proposal avdlzoos Annual Meeting in the year 2009 or to nominate
or more directors and the proposal is not interiddzk included in Travelzoo’s proxy statement iaato that
meeting, the stockholder must give advance writtgtice to Travelzoo by March 15, 2009. These reguoéents are
separate from and in addition to the requirememst®ekholder must meet to have a proposal includedr proxy
statement.

Any such notice must be delivered or mailed to®©arporate Secretary, at Travelzoo Inc., 590 Madison
Avenue, 37th Floor, New York, New York 10022. Artpckholder desiring a copy of our bylaws will beviarded
one upon written request.

Householding

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

The Company will promptly deliver, upon oral or tien request, a separate copy of the Proxy Statetmemy
stockholder residing at an address to which only @ypy was mailed. Requests for additional cogiessquests for
a single copy to be delivered to a shared addremdd be directed to Investor Relations, Travelao, 590
Madison Avenue, 37th Floor, New York, New York 1@0& by telephone at (212) 484-4900.

Other

We will bear the cost of solicitation of proxie®roxies will be solicited by mail and also maydodicited by
our executive officers and other employees perspoaby telephone, but such persons will not becgfrally
compensated for such services. It is contempldiadhrokerage houses, custodians, nominees araldiths will be
requested to forward the soliciting material to blemeficial owners of stock held of record by spehsons and we
will reimburse them for their reasonable expeneearred in connection therewith.

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

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

590 Madison Avenue, 37th Floor

New York, New York 1002:
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Appendix A: Audit Committee Charter
I. STATEMENT OF PURPOSE

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

II. COMPOSITION OF THE AUDIT COMMITTEE

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

. MEETINGS

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

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

IV. DUTIES AND RESPONSIBILITIES OF THE AUDIT COMMIT TEE
The duties and responsibilities of the Committesdishclude the following:
A. Independent Auditors

1. Receive the written disclosures and letter ftbenCompany’s independent auditors contemplated by
Independence Standards Board Standard Nad&pendence Discussions with Audit Committagshe same may
be modified or supplemented, and discuss withrilependent auditors any issues required to bestiedu
regarding their objectivity and independence. Rex#ie disclosures, as the same may be modifisdpplemente:
required by Section 204 of the Act, and discuss Wit independent auditors any issues disclosedithépprove,
in advance, the retention of the independent argdftor any non-audit service permissible underi8est201 and
202 of the Act and the fee for such service. Carsishy significant non-audit assignments awardetdo
independent auditors and determine whether orset have any impact on the independence of tiepémdient
auditors in the performance of the annual audit.

2. Annually evaluate the qualifications, the quadibntrol procedures and prior performance of tben@any’s
current independent auditors, which shall be ultétyaaccountable to the Board and this Committee,
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as representatives of the shareholders. Basedeaephesentations regarding independence andshisef such
evaluation, determine whether to recommend to ther@that the independent auditors be reappointeeptaced
and whether it is appropriate to adopt a policyovéting on a regular basis; provided that the redelent auditors
must be replaced if the lead audit partner, omltindit partner responsible for reviewing the auts performed
audit services for the Company in each of the ®)eprevious fiscal years. If a determination isdm# recommend
that the current independent auditors be replaesedmmend to the Board such replacement.

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

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

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

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

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

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

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

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

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

B. Management

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

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

3. Authorize and oversee investigations deemedogpiate by the Committee into any matters withia th
Committee’s scope of responsibility as describetthim Charter or as may subsequently be delegattbt
Committee by the Board, with the power to retaiteipendent counsel, accountants and other advisdrexperts t
assist the Committee if deemed appropriate anéterichine appropriate compensation for such advisors
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4. Prepare the disclosure required of this Committe S-K Item 306 of the Securities and Exchange
Commission regulations to be included in the Corgfsaannual proxy statement.

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

C. Other Matters

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

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

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

ANNUAL MEETING OF STOCKHOLDERS

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

| The undersigned hereby appoints Ralph Bartel as his/her Proxy, with full power of substitution, to represent
i him/her at the Annual Meeting of Stockholders of Travelzoo Inc. (the “Company™) on June 3, 2008, or any
| adjournments or posiponements thereol. If vou do not indicate how you wish te vole, the Proxy will vote for
| all nominees to the Board of Drectors, and as he may determine, in his discretion, with regard to any other
| matter properly presented at the meeting.

(Continued, and to be marked, dated and signed, on the other side)
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TRAVELZOO INC,

Mailing Instructions
If vou recerve this proxy card via mail, please date and sign it, and retun it in the postage paid envelope provided.
If vou recerve fhis proxy card via e-mal, please pnnt the proxy card, date and sign it, and returm it to:

Travelzoo Inc.

Anention: Corporate Secretary
590 Madison Aveme

37th Floor

New York, NY 10022

FDETACH PROXY CARD HERE:

1. ELECTION OF O FOR all nominees listed below {except as 0 WITHHOLD AUTHORITY to vote for all
DIRECTORS marked to the contrary, if any, below) nominees listed below

Nominees: 01 Ralph Bartel, 02 Holger Bartel, 03 David Ehrlich, 04 Donovan Neale-May, 05 Kelly Urso.

(To withhold authority to vote for an individual write that nominee’s name in the space provided below.)

2. 5UCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE SAID MEETING
AND ANY POSTPONEMENT OR ADIOURNMENT THEREOF

of the Prowy Statement and 2007 Annual

The undersigned hereby acknowledges receipt ‘
Repont of Travelzoo Ine.

Date , 2008 |

(signature)

(signature, if jomily held)

Please sign exactly as name appears at left. If stock is jointly held
ench owner should sign. Executors, Admimstrators, Trustees,
Guardians and Corporate Officers should indicate ther fidueary
capacity or full title when signing,

adojaauy pasojaus] oy ut i FumLngsy alojag

MARK HERE IF YOU I
O INTEND TO ATTEND THE
MEETING |
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