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PART |
Forward-Looking Statements

The information in this Report contains forward#ow statements within the meaning of Section 27#e Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. Such statements are basadcurrent expectations,
assumptions, estimates and projections about Taewéhc. and our industry. These forward-lookirggements are subject to the many risks and
uncertainties that exist in our operations andrmss environment that may cause actual result®rpemnce or achievements of Travelzoo to be
different from those expected or anticipated inftrevard-looking statements. Any statements coethinerein that are not statements of

historical fact may be deemed to be forward-loolstajements. For example, words such as “may” " W#hould”, “estimates”, “predicts”,
“potential”, “continue”, “strategy”, “believes”, ‘fdicipates”, “plans”, “expects”, “intends”, and dlar expressions are intended to identify
forward-looking statements. Travelzoo's actualltsaand the timing of certain events could diffgnéficantly from those anticipated in such
forward-looking statements. Factors that might eaarscontribute to such a discrepancy include gbainot limited to, those discussed in this
Report in Part | Item 1A and the risks discussedlinother Securities and Exchange Commission (“pEhgs. The forward-looking
statements included in this Report reflect thediglof our management on the date of this Repogtutdertake no obligation to update publicly

any forward-looking statements for any reason, élveaw information becomes available or other ésem circumstances occur in the future.

Iltem 1. Business
Overview

Travelzoo Inc. (the “Company” or “Travelzoo”) iggtobal Internet media company. We inform over 28iom subscribers in North
America, Europe and Asia Pacific, as well as mili@f website users, about the best travel, eirterent and local deals available from
thousands of companies. Our deal experts sourseaneh and test-book offers, recommending onlyetittost meet Travelzoo's rigorous quality
standards. We provide travel, entertainment, acdl lousinesses with a fast, flexible, and costcéiffe way to reach millions of consumers. Our
revenues are generated primarily from advertisges f In Asia Pacific, th€ravelzodbusiness is operated by Travelzoo (Asia) Limited an
Travelzoo Japan K.K. under a license agreementTvakielzoo Inc. and is not owned by the Company.

Our publications and products include #ravelzoovebsites (www.travelzoo.com, www.travelzoo.ca, wivavelzoo.co.uk,
www.travelzoo.de, www.travelzoo.es, www.travelzocainong others), thEravelzoaPhone and Android applications, theavelzoo Top 2@-
mail newsletter, and thidewsflaste-mail alert service. We operé@eiperSearcha pay-per-click travel search tool, and Thavelzoo Networka
network of third-party websites that list deals lmled by Travelzoo. We also oper&ig.com, a travel search engine that allows users to
quickly and easily find the best prices on flightsm hundreds of airlines and online travel agesdie addition, we operateocal Dealsand
Getawayservices, which allow our subscribers to purchamsechers for deals from local businesses such &s kptels and restaurants through
the Travelzoowebsite and mobile applications. Voucher promotiofi@rs are redeemable at the local businessésgitire promotional period.
We receive a percentage of the face value of thhehar from the local businesses.

In 2009, we sold our Asia Pacific operating segmemzzurro Capital Inc. and its wholly-owned suligries, Travelzoo (Asia) Limited
and Travelzoo Japan K.K. The results of operatajriee Asia Pacific operating segment have beessiflad as discontinued operations for all
periods presented. We have not had significantioggavolvement with the operations of the Asia iRaoperating segment and have not had
material economic interests in the Asia Pacificrapeg segment since the completion of the saketi8y November 1, 2009, tigavelzoo
websites in Asia Pacific (cn.travelzoo.com, wwwgia0o.co.jp, www.travelzoo.com.au, www.travelzaochk, www.travelzoo.com.tw, amo
others), thélravelzoaPhone and Android applications in Asia Pacifie Thavelzoo Top 2@-mail newsletters in Asia Pacific and thewsflash
e-mail alert service in Asia Pacific have been sligld by Travelzoo (Asia) Limited and TravelzooalaK.K., under a license agreement with
the Company. There is a reciprocal revenue-shagngement among the entities operatingltaaelzodbusiness in Asia Pacific and the
Company related to cross-selling audiences.

More than 2,000 companies use our services, inojudir New Zealand, Apple Vacations, British AirveyHarrah's Entertainment,
Expedia, Fairmont Hotels and Resorts, Hilton Hotelerstate Hotels & Resorts, Key Tours InternadipLiberty Travel, Marriott Hotels, Royal
Caribbean, Spirit Airlines, Starwood Hotels & ResdNorldwide, Travelocity, United Airlines, and gin Atlantic.
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Our revenues are advertising revenues, consistingagly of listing fees paid by travel, entertaiant and local businesses to advertise
their offers on Travelzoo's media properties. bigtiees are based on audience reach, placemertenwilistings, number of impressions,
number of click-throughs, number of referrals, ergentage of the face value of vouchers sold. fieseorders are typically for periods between
one month and twelve months and are not automigtiealewed. Merchant agreements lfoccal DealsandGetawayadvertisers are typically for
twelve months and are not automatically renewed.réwenues have grown on an annual basis sinceegentoperations in 1998. Our revenues
increased from approximately $84,000 for the pefioth May 21, 1998 (inception) to December 31, 198&pproximately $158 million for tt
year ended December 22013 .

We have two operating segments based on geograggiins: North America and Europe. North Americagists of our operations in
Canada and the U.S. Europe consists of our opasaitioFrance, Germany, Spain, and the U.K. Foy#ae ended December 31, 2013,
European operations were 29% of revenues. Finainétamation with respect to our business segmantkcertain financial information about
geographic areas appears in Note 8 to the accormgaognsolidated financial statements.

Our principal business office is located at 590 Mad Avenue, 37th Floor, New York, New York 10022.

Ralph Bartel, who founded Travelzoo and who is @&or of the Company, is the sole beneficiaryhef Ralph Bartel 2005 Trust, whict
the controlling shareholder of Azzurro Capital IAs. of December 31, 2013, Azzurro is the Compaaytgest stockholder, holding
approximately 48.2% of the outstanding shares.

As of December 31, 2013, there were 14,991,17%®stafrcommon stock outstanding.

The Company was formed as a result of a combinatiohmerger of entities founded by the Companyeipal stockholder, Ralph
Bartel. In 1998, Mr. Bartel founded Travelzoo.cowrg@ration, a Bahamas corporation, which issuedceqapately 5 million shares via the
Internet to approximately 700,000 “Netsurfer staaklers” for no cash consideration, but subjectextain eligibility conditions. In April 2002,
Travelzoo.com Corporation was merged into Travelngo Holders of promotional shares of TravelzomdBorporation who established they
had satisfied certain conditions were allowed éopleof two years following the effective date tae@/e one share of Travelzoo Inc. in exchange
for each share of common stock of Travelzoo.conp@ation. After April 2004, two years following tledfective date, the Company ceased
issuing shares to the former stockholders of Tmpaetom Corporation. Many of the “Netsurfer stodkleos,” who had applied to receive shares
of Travelzoo.com Corporation in 1998 for no cashsigeration, did not elect to receive their shandsch were issuable in the merger prior to
the end of the two-year period. A total of 4 mitliof our shares which had been reserved for issuiarthe merger were not claimed.

Since completion of the merger in April 2004, mststtes have made claims that the former “Netsst@mkholders” of Travelzoo.com
Corporation, which remained unexchanged by Aprd£0epresent unclaimed property subject to espiegdtto the states. Although the
Company’s position is that such shares were a ptiomad incentive and were issuable only to persehs established their eligibility as
stockholders in the 2002 merger, the Company détexdrthat it was in its best interest to seek sohee these claims made by various states.

In April 2011, the Company entered into an agreeémédaich required a $20.0 million cash payment @ $tate of Delaware resolving all
claims relating to the State of Delaware’s unclalmpeoperty review, which related primarily to therpany’s unexchanged promotional shares
contingency. In addition, based on multiple othatesclaims and settlements with the Company régguttie unexchanged promotional shares
contingency, the Company recorded a $3.0 millicth $22.0 million charge in the years ended DecerBbeR012 and 2013, respectively. The
Company made cash payments of $12.3 million tséted states after completion of the requireddiligence in the year ended December 31,
2013. The Company has maintained estimated resexlatsd to the remaining states for potentialhetaaind future settlements.

The Company is continuing its program under whighakes cash payments to people who establisthteatsatisfied the conditions to
receive shares of Travelzoo.com Corporation, and fatled to submit requests to convert their sharesshares of Travelzoo Inc. within the
required time period. This program is not availdblkeindividuals whose promotional shares have lewheated to a state by the Company. The
accompanying consolidated financial statementsidech charge for payments under this program iergéand administrative expenses of $
23,000 for the year ended December 31, 2013 .

See Note 1 to the accompanying consolidated fiahstatements for further information on the unexaed promotional shares
contingency and related cash program.

Travelzoo is listed on the NASDAQ Global Select krunder the symbol “TZ0O0O.”
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Our Industry

While our mission is to provide our subscribers agérs the highest quality information about the&t bravel, entertainment and local de
our revenues are generated from advertising feesordling to BIA Advisory Services and the Kelsey@r's (BIA/Kelsey) U.S. Local Media
Annual Forecast (2012-2017), U.S. local advertiseagznues will be $136.6 billion in 2014 and re&&#8.8 billion by 2017 (source: BIA
Advisory Services/The Kelsey Group, 2013). We heithat traditional media outlets such as newspapelevision and radio continue to be
another medium for travel, entertainment and lbcsinesses to advertise their offers, though theepéage spent on advertising in these
traditional media outlets is decreasing. In additibe continued rise in smart phones has chargeground rules for online marketing, with the
consumption of online advertising rapidly movingtobile devices. BIA/Kelsey anticipates that tatelbile advertising spending will grow
from $7.0 billion in 2013 to $20.7 billion in 2017.

We believe that several factors are causing ariccailtinue to cause travel, entertainment and Iboalnesses to increase their spending
on Internet and mobile advertising of offers:

The Internet Is Consumers' Preferred InformationrBe. Market research shows that the Internet has becomsumers'
preferred information source for travel.

Benefits of Internet Advertising vs. Print, TV @&uadio Advertising.Internet advertising provides advertisers advagag
compared to traditional advertising. These advatéigclude real-time listings, real-time updatesl performance tracking. See
“Benefits to Travel, Entertainment and Local Busies” below.

New Advertising OpportunitiesThe Internet allows advertisers to advertise tbales and specials in a fast, flexible, and
cost-effective manner that has not been possilitedae

Suppliers Selling DirectlyWe believe that many travel suppliers prefer tbdieectly to consumers through suppliers’
websites versus selling through travel agentsrieteadvertising attracts consumers to suppliegb'sites.

Mobile advertising extends our products and sesvtog providing mobile-specific features to mob#eide usersMobile advertising is
still in its early stage, though mobile devices queckly becoming the world's newest gateway féorimation. We are focused on
developing easy-to-use mobile applications to helyertisers extend their reach, help create reveppertunities for our customers,
and deliver relevant and useful ads to users ogdh&e continue to invest in improving users' asde our services through such
devices.

Problems Travel, Entertainment and Local BusinesseSace and Limitations of Newspaper, TV and Radio Adertising

We believe that travel, entertainment and localrimsses often face the challenge of being abl&aotvely and quickly market and sell
their excess inventory (i.e. airline seats, hatehns, cruise cabins, theater seats, spa appoirgroergstaurant seats that are likely to be
unfilled). The success of marketing excess invgntan have a substantial impact on a company'#gindity. Almost all costs of these services
are fixed. That is, the costs do not vary signiftbawith sales. A relatively small amount of undahventory can have a significant impact on
profitability of a company.

We believe that travel, entertainment and localrimsses need a fast, flexible, and cost-effectiation for marketing excess inventory.
The solution must be fast, because services aneckly expiring commodity. The period between tieet when a company realizes that there is
excess inventory and the time when the servicdobasme worthless is very short. The solution madtdxible, because the demand for excess
inventory is difficult to forecast. It is difficufor travel, entertainment and local businessgsitee excess inventory and to forecast the mary
effort needed to sell excess inventory. The mangetiust be cost-effective, because excess invertafyen sold at highly discounted prices,
which lowers margins.

We believe that newspaper, TV and radio advertjsiitp respect to advertising excess inventoryfesaffrom a number of limitations
which do not apply to the Internet:

» typically, ads must be submitted 2 to 5 daysmto the publication or airing date, which makedifficult to advertise last-minute
inventory;

e once an ad is published, it cannot be updatedletedttwhen an offer is sold o
e once an ad is published, the company cannot ctepgee or offel

« in many markets, the small number of newspapelesyision companies, radio stations and othent pniedia reduces competition,
resulting in high rates for traditional advertisjagd

« offline advertising does not allow for detailed foemance tracking

e creative content can be very expensive to dev




Our Products and Services

We provide airlines, hotels, cruise lines, vacapackagers, other travel suppliers, entertainmetii@cal businesses with a fast, flexible,
and cost-effective way to reach millions of Intarasers. Our publications include theavelzoowebsites, th@ravelzoo Top 2@-mail
newsletter, thé&ewsflaste-mail alert service, and tih®cal DealsandGetawaye-mail alert services. We oper&aperSearcha pay-per-click
travel search tool and tiieavelzoo Networka network of third-party websites that list dgalblished by Travelzoo. We also operialg.com,

a travel search engine that enables users to fidadampare the best flight options from multiple®es, including airline and online travel
agency websites. While our products provide adsiagiopportunities for travel, entertainment archldusinesses, they also provide Internet
users with a free source of information on cursziés and specials from thousands of travel, @menent and local businesses.

As travel, entertainment and local businesses asimgly utilize the Internet to promote their offewe believe that our products will
enable them to take advantage of the lower costealetime communication enabled by the Internet: I3ting management software allows
our advertisers to add, update, and delete spafééallistings on a real-time basis. Our softwas®agrovides our advertisers with real-time
performance tracking, enabling them to optimizerthmarketing campaigns. Mobile advertising exteadsproducts and services by providing
mobile-specific features to mobile device users.aMefocused on developing easy-to-use mobile egains to help advertisers extend their
reach, help create revenue opportunities for ostrotners, and deliver relevant and useful ads trsusethe go. We continue to invest in
improving users' access to our services through daeices. In addition, we are in the process véliping a hotel booking platform that will
facilitate our users to more easily book stayso#tlhdeals we present on our website and mobilecdsy




The following table presents an overview of ourdurcts:

Product

Publication

Content Schedule

Reach/Usage*

Advertiser Benefits Consumer Benefits

Travelzoo websites

Travelzoo Top 20

Newsflash

Local Deals and
Getaway

Travelzoo Network

Travelzoo Mobile
Applications

SuperSearch

Fly.com

Websites in the U.S., 2417
Canada, France, Germany,
Spain, and the U.K. listing
thousands of outstanding

sales and specials from

more than 2,000 travel,
entertainment and local
businesses

Popular e-mail newsletter Weekly
listing 20 of the week's
most outstanding deals

Regionally-targeted e-mail Within two
alert service with a single hours of an

time-sensitive and i(zjﬁeirtilf)iigg
newsworthy travel and
entertainment offer

Locally-targeted e-mail Twice per

alert service with a single weekin
time-sensitive and active
newsworthy offer from ~ Markets
local merchants such as

spas and restaurants

A network of third-party  24/7
websites that list

outstanding deals

published by Travelzoo

iPhone and Android
applications that allow
users to discover the best
Travel, Entertainment and
Local Deals.

On-demand

Travel search tool using a On-demand
proprietary algorithm to

recommend sites and

enable one-click searching

Travel search engine that On-demand
enables users to find and

compare the best flight,

hotel and rental car

options from multiple

sources

10.8 million unique
visitors per month

22.3 million subscribers

21.3 million subscribers

Over 175 local markets

Over 300 third-party
websites

2.4 million downloads

4.1 million monthly
searches

3.3 million monthly
searches

Broad reach, sustained  24/7 access to deals,
exposure, targeted ability to search and
placements by destination browse by destination or
and travel segment keyword

Mass “push” advertising  Weekly access to 20
vehicle to quickly outstanding, handpicked
stimulate incremental deals chosen from among
travel and entertainment thousands

purchases

Regional targeting, 100% Breaking news offers
share of voice for delivered just-in-time
advertiser, flexible

publication schedule

Local targeting by zip Breaking news offers
code,100% share of voice delivered just-in-time
for the local businesses,

flexible publication

schedule

Drives qualified users wit Contextually relevant
substantial distribution travel deals that have been
beyond the Travelzoo handpicked and

audience professionally reviewed

Allows Travel, 24/7 access to Travel,
Entertainment and Local entertainment and Local
Deals advertisers to reach Deals for consumers that
our audience that is on theare on the go.

go.

Drives qualified traffic Saves time and money by

directly to advertiser site  recommending the sites

on a pay-per-click basis  most likely to have great
rates for a specific
itinerary

Provides advertisers a low Free access to real-time
cost distribution channel  price comparisons from

and retention of the user airlines and online travel
engagement on the agencies

advertiser's website

* For Travelzoowebsites, reach information is based on data framge Analytics. Foffop 20, Newsflash, Local DeaadGetaway,

Travelzoo Network, SuperSeareimdFly.com, reach/usage information is based on internal dizmo statistics as of December 31, 2013 .
In 2013, 71% of our total revenues were generfatad our North America operations, and 29% of ataltrevenues were generated from

our European operations. See Note 12 to the acaoyimgpconsolidated financial statements.
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Our Audience

We attract a high-quality audience of travel arisuiee enthusiasts across multiple digital platfqrimsluding email, web, social media a
mobile apps. We inform our audience about travekrtainment and local deals available at over@ginpanies. 26 million subscribers rec:
our e-mail newsletters, published in 11 countriesldwide, including those in Asia Pacific where @wand is operated under license.
Travelzoo's website is visited by 10.8 million un@visitors each month. We reach an audience aof@enillion Internet users each month via
the Travelzoo Network, a network of websites tlyaidécate our deal content, including The Los Angéllenes and The Chicago Tribune. We
have over 3 million fans on Facebook and Twittarr @obile apps have been downloaded 2.4 milliore$im

Benefits to Travel, Entertainment and Local Busineses

Our advertisers benefit from accessing our largédguality audience. Due to the nature of our auntee attract an older, wealthier
demographic who have a strong interest in travelleisure.

Key features of our solution for travel and enterteent companies include:

« Rea-Time Listings of Special Offer©ur technology allows travel and entertainment ganies to advertise special offers on a real-
time basis.

* Rea-Time Updates.Our technology allows travel and entertainment ganfes to update their listings on a réiale basis

* Rea-Time Performance Report§Ve provide travel and entertainment companies wei#thtime tracking of the performance of their
advertising campaigns. Our solution enables tramdlentertainment companies to optimize their cégngay removing or updatir
unsuccessful listings and further promote succéssfings.

« Access to Millions of Consume We provide travel and entertainment companiesafestss to over 26 million travel shopg
* Global Reach.We offer access to Internet users across the Oghada, France, Germany, Spain, and the

Key features of our solution for local businessetlde:
* Rea-Time Listings of Special Offer©ur technology allows local businesses to adwedjecial offers on a retilne basis

* Rea-Time Performance Report®Ve provide local businesses with real-time traglafithe performance of their advertising
campaigns.

« Access to Local Consume Travelzoo subscribers submit their zip code tos@lzoo when they join Travelzoo. As a result, we ar
able to sendlocal Dealsto subscribers who live or work near the local basses.
Benefits to Consumers

Our Travelzoowebsites (www.travelzoo.com, www.travelzoo.ca, wawelzoo.co.uk, www.travelzoo.de, www.travelzoo.es,
www.travelzoo.fr, among others)ravelzoo Top 2@-mail newslettefNewsflash, Local Deals, Getawdlye Travelzoo Network, SuperSearch
search tool, anBlly.comsearch engine provide consumers information oreatioffers at no cost to the consumer. Key featof@sir products
include:

* Aggregation of Offers from Many Compani Our Travelzoowebsites and ourravelzoo Top 2@-mail newsletter aggregate
information on current offers from more than 2,@8@W¥el, entertainment and local businesses. Thisssthe consumer time when
searching for travel, entertainment and local desglles and specials.

¢ Current Information. Compared to newspaper, TV or radio advertisemamgrovide consumers more current informatiorgesin
our technology enables travel, entertainment aaal lousinesses to update their listings on a mee-basis.

»  Reliable Information We operate a Test Booking Centty check the availability of travel, entertainmant local deals before
publishing.

e Search ToolsWe provide consumers with the ability to searatsfeecific offers

Growth Strategy

Our growth strategy relies on building a brand veittarge, high-quality user base and offering aarsi products that keep pace with
consumer preference and technology.




« Building a travel and leisure brand with a largegh-quality user baséie believe that it is essential to establish angttorand with
a large, highguality user base within the travel, entertainngerd local industries we serve. We currently utibrdine marketing ar
direct marketing to promote our brand to consumafes utilize sponsorships at industry conferencesparblic relations to promote
our brand. We believe that high-quality contentaats a high-quality user base.

«  Offering products that keep pace with consumergpegfce and technologWe believe it is important grow engagement of aeru
base, by offering products that deliver high-qyadi€als with exceptional value and expanding oadpct offering over time to
address frequent travel and leisure needs, indgjutthi@ desire to access our content via mobile dsvand to search and book hotels
via a hotel booking platform.

Advertisers

As of December 31, 2013, our advertiser base declumore than 2,000 travel, entertainment and logsihesses, including airlines,
hotels, cruise lines, vacations packagers, tourabpes, destinations, car rental companies, tragehts, theater and performing arts groups,
restaurants, spas, and activity companies. Soroaraddvertisers are:

Air New Zealand Interstate Hotels & Resort

Atlantis, Paradise Island, Bahamas
Jet Luxury Resorts

Apple Vacations Key Tours International
British Airways Liberty Travel
CheapTickets Lufthansa

Cirque du Soleil Marriott Hotels

Delta Air Lines Orbitz Worldwide
Expedia Royal Caribbean
Fairmont Hotels and Resorts Spirit Airlines
Fareportal Starwood Hotels & Resorts Worldwide
Harrah's Entertainment Travelocity

Hawaiian Airlines United Airlines

Hilton Hotels Virgin America

Hotwire Virgin Atlantic
InterContinental Hotels Group Windstar Cruises

As discussed in Note 12 to the accompanying catesteld financial statements, we did not have angidigders that accounted for 10% or
more of our total revenues during the years endszbBber 31, 2013, 2012 and 20The agreements with certain advertisers arearidim of
multiple insertion orders and merchant agreemeats fjroups of entities under common control. ftassible that we may have an advertiser or
advertisers that account for 10% or more of owlt@venues in future years because managemeeatvéglihere is a high concentration in the
online travel agency industry.

Sales and Marketing
As of December 31, 2013ur advertising sales force and sales suppdftcstasisted of 131 employees worldwide. We intemdrow our
advertiser base by expanding over time the sizeiofales force.

We currently utilize online marketing and directrketing to promote our brand to consumers. In &ditve utilize an online marketing
program to acquire new subscribers for our e-malilipations. We believe that we build brand awassr#y product excellence that is promoted
by word-of-mouth. We utilize sponsorships at indpsonferences and public relations to promotebwands.

Technology

We have designed our technology to serve a largeneof Web traffic and send a large volume of elgria an efficient and scalable
manner.




We co-locate our production servers with Equinng. I(“Equinix”), a global provider of hosting, natvk, and application services.
Equinix's facilities include features such as poweiundancy, multiple egress and peering to oBes| fire suppression and access to our own
separate physical space. We believe our arrangematit Equinix will allow us to grow without beirgnited by our own physical and
technological capacity, and will also provide ustwgufficient bandwidth for our anticipated neeBiscause of the design of our websites, our
users are not required to download or upload l&kggefrom or to our websites, which allows us tmtinue increasing the number of our visitors
and page views without adversely affecting ourgrenfince or requiring us to make significant add#iccapital expenditures.

Our software is written using widely used standasdsh as Visual Basic Script, and HTML, and irgeels with products from
Microsoft and ITA software. We have generally standized our hardware platform on HP servers anddGisvitches.

Competition

We compete for advertising dollars with large In&grportal sites such as MSN and Yahoo! that diféngs or other advertising
opportunities to travel, entertainment and locaibesses. We compete with search engines like @@ogl Bing that offer pay-petick listings.
We compete with travel meta-search engines likeaKand online travel and entertainment deal pubtishNVe compete with large online travel
agencies like Expedia and Priceline that also @ftrertising placements and capture consumer gitaie compete with companies like
Groupon and LivingSocial that sell vouchers forlgidi@m local businesses such as spas, hotelauresits and activity companies. We expe:
face increased competition from other Internettaetinology-based businesses such as Google anddditreach of which has launched
initiatives which are directly competitive to duncal DealsandGetawayproducts. In addition, we compete with newspapaegazines and
other traditional media companies that operate itebw/hich provide advertising opportunities. Weent to face additional competition as
other established and emerging companies, inclygtimj media companies, enter our market. We belteat the primary competitive factors
are price, performance and audience quality.

Many of our current and potential competitors hiaweyer operating histories, significantly greaieahcial, technical, marketing and other
resources and larger advertiser bases than wa daldition, current and potential competitors makenstrategic acquisitions or establish
cooperative relationships to expand their busiress¢o offer more comprehensive solutions.

New technologies could increase the competitivequnes that we face. The development of compegitignblogies by market participa
or the emergence of new industry standards mayrselyeaffect our competitive position. Competitioould result in reduced margins on our
services, loss of market share or less use of rmatugts by our advertisers and consumers. If waar@ble to compete effectively with current
or future competitors as a result of these andrdétwtors, our business could be materially advgrsiected.

Government Regulation and Legal Uncertainties

There are increasing numbers of laws and reguiapentaining to the Internet, including laws angutations relating to user privacy,
liability for information retrieved from or transtted over the Internet, online content regulateomj domain name registration. Moreover, the
applicability to the Internet of existing laws gomiag issues such as intellectual property ownerahd infringement, copyright, patent,
trademark, trade secret, obscenity, libel and peigarivacy is uncertain and developing.

Privacy Concerns.U.S. government agencies are considering adopgiqglations regarding the collection and use ofqeal identifying
information obtained from individuals when usingelmet sites or e-mail services. While we have @anm@nted and intend to implement
additional programs designed to enhance the pioteot the privacy of our users, these programs nayconform to any regulations which n
be adopted by these agencies. In addition, thegsatery and enforcement efforts may adverselycaffer ability to collect demographic and
personal information from users, which could hawadverse effect on our ability to provide advertiswith demographic information. The
European Union (the “EU") has adopted a directhat tmposes restrictions on the collection andafigersonal data. The directive could
impose restrictions that are more stringent thareot Internet privacy standards in the U.S. Thedlive may adversely affect our operations in
Europe.

Anti-Spam LegislationThe CAN-SPAM Act, a federal anti-spam law, pre-¢snmrious state anti-spam laws and establishegkes
standard for e-mail marketing and customer comnatitins. We believe that this law, on an overaliddsenefits our business as we do not use
spam techniques or practices and may benefit natwothers are prohibited from doing so.
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Domain NamesDomain names are the user's Internet “addresshs.turrent system for registering, allocating arahaging domain
names has been the subject of litigation and gigsed regulatory reform. We have registered tragetom, travelzoo.ca, travelzoo.co.jp,
travelzoo.com.au, travelzoo.com.tw, travelzoo.cptidvelzoo.de, travelzoo.fr, travelzoo.org, traeel.net, weekend.com, and weekends.com,
among other domain names, and have registered élz@y’ as a trademark in the United States, Caratththe European Union. In January
2009, we purchased the domain ndfhecom. Because of these protections, it is unlikely,p@ssible, that third parties may bring claims for
infringement against us for the use of our domaime and trademark. In the event such claims aeessful, we could lose the ability to use
domain names. There can be no assurance that maimaames will not lose their value, or that wé mot have to obtain entirely new domain
names in addition to or in lieu of our current démr@ames if changes in overall Internet domain nautes result in a restructuring in the curr
system of using domain names which include “.conmgt,” “.gov,” “.edu” and other extensions.

Jurisdictions. Due to the global nature of the Internet, it isgible that, although our transmissions over therhet originate primarily in
California, the governments of other states andifor countries might attempt to regulate our bissiretivities. In addition, because our service
is available over the Internet in multiple stated &reign countries, these jurisdictions may reguss to qualify to do business as a foreign
corporation in each of these states or foreign t@as which could subject us to additional taxed ather regulations.

Intellectual Property

Our success depends to a significant degree upoprttection of our brand names, includifrgvelzoo’andTop 20°. If we were unable
to protect th@ravelzocandTop 20brand names, our business could be materially adiyeaffected. We rely upon a combination of cogiyt;
trade secret and trademark laws to protect oulléctaal property rights. We have registered ThavelzooandTop 20trademarks, among othe
with the United States Patent and Trademark Offide.have registered tiigavelzooandTravelzoo Top 2@rademarks with the Office for
Harmonization in the Internal Market of the Eurap&ommunity. We have registered fheavelzoarademark in Australia, Canada, China,
Hong Kong, Japan, South Korea, and Taiwan. Thes stephave taken to protect our proprietary righdsyever, may not be adequate to deter
misappropriation of proprietary information. We defending ourselves against current patent inérimgnt claims as described further in Note 5
to the accompanying consolidated financial statesen

We may not be able to detect unauthorized use roprprietary information or take appropriate stepenforce our intellectual property
rights. In addition, the validity, enforceabilitpé scope of protection of intellectual propertyriternet-related industries are uncertain and still
evolving. The laws of other countries in which waynmarket our services in the future are uncegathmay afford little or no effective
protection of our intellectual property.

Employees

As of December 31, 2013 , we had 436 employeesiiofe and North America. None of our employeegepessented under collective
bargaining agreements. We consider our relatiotis ovir employees to be good. Because of our aatipcontinued growth, we expect that
number of our employees will continue to increasettie foreseeable future.

Internet Access to Other Information

We make available free of charge, on or throughwelbysite (www.travelzoo.com), annual reports omi&0-K, quarterly reports on
Form 10-Q and current reports on Form 8-K and ammemds to those reports filed or furnished purst@&ection 13(a) or 15(d) of the
Securities Exchange Act of 1934, as well as préatesents, as soon as reasonably practicablevadtetectronically file such material with, or
furnish it to, the SEC. Information included on ewebsite does not constitute part of this report.

Item 1A. Risk Factors

Investing in our common stock involves a high degrferisk. Any or all of the risks listed belowvesll as other variables affecting our
operating results could have a material adverseatfbn our business, our quarterly and annual ofiegaresults or financial condition, which
could cause the market price of our stock to deatincause substantial volatility in our stock griéin which event the value of your common
stock could decline. You should also keep thekdators in mind when you read forward-lookingtistaents.

11




Risks Related to Our Financial Condition and Busines Model
We cannot assure you that we will be profitable.

In the years ended December 31, 2013, 2012 antl ,20& incurred a net loss of $5.0 million and gatex a net income of $18.2 million
and $3.3 million, respectively. Although we werefiiable in 2012 and 2011 , there is no assurdmaievte will continue to be profitable in the
future. We forecast our future expense levels basealir operating plans and our estimates of fuewvenues. We may find it necessary to
significantly accelerate expenditures relatingo sales and marketing efforts or otherwise in@eas financial commitment to creating and
maintaining brand awareness among Internet useradwvertisers. If our revenues grow at a slower tfzin we anticipate, or if our spending
levels exceed our expectations or cannot be adjusteeflect slower revenue growth, we may not gateesufficient revenues to be profitable.
Any of these developments could result in a sigaiit decrease in the trading price of our commockst

Fluctuations in our operating results may negatiyeimpact our stock price.

Our quarterly and annual operating results maytdkte significantly in the future due to a variefyfactors that could affect our revenues
or our expenses in any particular period. You sthowok rely on quarter-to-quarter comparisons ofresults of operations as an indication of
future performance. Factors that may affect ourtgug results include:

. mismatches between resource allocation and cliemiad due to difficulties in predicting client demdan a new marke
. changes in general economic conditions that coifédttamarketing efforts generally and online maigtefforts in particula
. the magnitude and timing of marketing initiasyéncluding our acquisition of new subscribers andexpansion efforts in

other regions;

. the introduction, development, timing, compeétpricing and market acceptance of our produatssanvices and those of our
competitors;

. our ability to attract and retain key person

. our ability to manage our planned grov

. our ability to attract users to our websites, whitdly be adversely affected by the audience shifidbile device:

. technical difficulties or system downtime affegtthe Internet generally or the operation of prrducts and services
specifically;

. payments which we may make to previous stoclédrsldf Travelzoo.com Corporation who failed to sitbeguests for shares

in Travelzoo Inc. within the required time periad,escheat claims related to shares not issudgti@bmpany’s merger with
Travelzoo.com Corporation; and

. volatility of our operating results in new mark

We may significantly increase our operating expsmetated to advertising campaigns for TnavelzocandFly.combrands, as well as our
planned launch of our hotel booking platform, fareatain period if we see a unique opportunityedirand marketing campaign, if we find it
necessary to respond to increased brand marketiagcbmpetitor, or if we decide to accelerate agussition of new subscribers.

If revenues fall below our expectations in any tgraand we are unable to quickly reduce our opgyatkpenses in response, our oper
results would be lower than expected and our gpoicke may fall.
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Our expansion of our product offering to include loal Deals andGetaway formats and the addition of a hotel bookiplgtform may result ir
additional costs that exceed revenue and may trigagditional stock volatility.

During the third quarter of 2010, we launched loocal Dealsformat of advertising and during the second quart@011, we launched c
Getawayformat of advertising, under which we sell vouchgirectly to consumers to advertise promotionalglpeovided by merchants. For
example, a consumer could buy a voucher for $9@ ftinner for two at a merchant’s restaurant thaild/normally be valued at $199,
representing a promotional value of $100 to thesuarer. This format may require investments to na&irdnd grow the business including
additional sales force hiring, building a custorsevice organization, marketing, technology traglsgstems and payment processing. This
format, introduced to the market in recent yeaas, fresulted in many competitors entering the mpl&e, thereby creating a very competitive
marketplace. This competitive landscape along thighrequired investments to start, maintain angvghis format create a risk that our costs
may exceed our revenues in the short and long tehich may materially impact our results of operatand financial condition. Operating this
format may introduce additional volatility to oupsk price due to the performance of this formatti®y Company and/or the overall market
valuations that are being determined by the mddratompanies operating this format of advertising.

In addition, our plan to add a hotel booking platfavhich may result in an increase in costs to tigvthe platform in the nederm and a
increase in cost structure in the long-term, wimedy be in excess of incremental revenue. If ouelHmoking platform is not embraced by our
users or our advertising partners, our businesdiaadcial results could be adversely affectedaddition, the hotel booking platform will be
sensitive to fluctuations in hotel supply, occupaand average daily rates and a fluctuation incfrthese factors could negatively impact our
hotel booking revenue. We can give no assuranegsha planned hotel booking platform will yieldethenefits we expect and will not result in
additional costs or have adverse impacts on ounéss.

Recent trends in consumer adoption and use of meliévices create new challeng

Widespread adoption of mobile devices, such ag?thene, Android-enabled smart phones, and tallets as the iPad, coupled with the
improved web browsing functionality and developmeithousands of useful “apps” available on themdaks, is driving substantial traffic and
commerce activity to mobile platforms. We have eigreed a significant shift of business to mobikforms and our advertising partners are
also seeing a rapid shift of traffic to mobile fdamns. Our major competitors and certain new magketants are offering mobile applications for
travel products and other functionality, includipgprietary last-minute discounts for hotel bookingdvertising and distribution opportunities
may be more limited on mobile devices given theiaber screen sizes. The gross profit earned oplalentransaction may be less than that
earned from a typical desktop transaction duefferéint consumer purchasing patterns. For exarhple| reservations made on a mobile device
typically are for shorter lengths of stay and avemade as far in advance as hotel reservationg madesktop. Further, given the device sizes
and technical limitations of tablets and smartplspneobile consumers may not be willing to downloadtiple applications from multiple trav
service providers and instead prefer to use orelianited number of applications for their mobitavel activity. As a result, the consumer
experience with mobile applications, as well asitireecognition and loyalty, are likely to becomer@gasingly important. We have made
progress creating mobile offerings which have neistrong reviews and have shown solid downlcatds. We believe that mobile bookings
present an opportunity for growth. Further develeptof our mobile offerings is necessary to mamgaid grow our business as consumers
increasingly turn to mobile devices instead of pees computers and to mobile applications instdadvweb browser. Further, many consumers
use a mobile device based web browser instead apjplication. As a result, it is increasingly imgzot for us to develop and maintain effective
mobile websites optimized for mobile devices tovite customers with appealing easy-to-use mobilesite functionality. If we are unable to
continue to rapidly innovate and create new, ugendlly and differentiated mobile offerings and&éntly and effectively advertise and
distribute on these platforms, or if our mobile ligggions are not downloaded and used by travesemers, we could lose market share to
existing competitors or new entrants and our fugrmwth and results of operations could be advesiétcted.
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We may have exposure to additional tax liabilities

As an international company providing online adigérg services, we are subject to income taxesedisas non-income based taxes, in
both the United States and various foreign jurtsolis. Significant judgment is required in deterimignour worldwide provision for income tax
and other tax liabilities. Although we believe tbar tax estimates are reasonable, there is noaas=®ithat the final determination of tax audits
or tax disputes will not be different from whatédlected in our historical income tax provisiomslaccruals. Changes in tax laws or tax rulings
may have a significantly adverse impact on ouratiffe tax rate.

We are also subject to non-income based taxes,auehlue-added, payroll, sales, use, net wortipgty and goods and services taxes, in
both the United States and various foreign jurisaiis. From time to time, we are under audit byaathorities with respect to these non-income
based taxes and may have exposure to additionaheome based tax liabilities. The Company's 20@® 2010 federal income returns are
currently under examination, including a reviewtw# impact of the sale of Asia Pacific businessreag in 2009. The Company is not able to
predict the ultimate amount or outcome of thisaagit and we may incur additional costs in defegdiny claims that may arise, even if we
ultimately are not liable for any additional taxes.

Adverse application of state and local tax laws @bbhave an adverse effect on our business and ressaf operation.

Our expansion of our product offering to includectel booking platform may subject us to state lagdl tax laws and result in additional
tax liabilities. A number of jurisdictions in thenifed States have initiated lawsuits against abindme travel companies, related to, among o
things, the payment of hotel occupancy and othexstéi.e., state and local sales tax). In addigonumber of municipalities have initiated audit
proceedings, issued proposed tax assessmentstedstajuiries relating to the payment of hotelugzancy and other taxes.

Given that we intend for our hotel booking platfamrconsist of an agency model whereby we willlfeate reservations on behalf of a
hotel, the payment of hotel occupancy taxes aneraéxes should be the responsibility of the marthatel. The intended business practice for
our hotel booking platform will primarily be forehhotels to be responsible for remitting applicahless to the various tax authorities.
Nevertheless, to the extent that any tax autheticeeds in asserting that we have a tax collestigponsibility, or we determine that we hi
one, with respect to future transactions, we malgciany such additional tax obligation from ousstomers, which would have the effect of
increasing the cost of hotel room reservationsutocastomers and, consequently, could make out seteice less competitive (i.e., versus the
websites of other online travel companies or hodehpany websites) and reduce hotel reservatiosdrions. Either step could have a material
adverse effect on our business and results of tipesa\We will continue to assess the risks ofptbential financial impact of additional tax
exposure.

Our business model may not be adaptable to a chaggharket.

Our current revenue model depends primarily on didweg fees paid by travel and entertainment camgs If current clients decide not
continue advertising their offers with us and we anable to replace them with new clients, ourrmss may be adversely affected. To be
successful, we must provide online marketing sohgithat achieve broad market acceptance by taaneéntertainment companies. In addition,
we must attract sufficient Internet users withaattive demographic characteristics to our produtts.possible that we will be required to
further adapt our business model and productssiporese to changes in the online advertising markiétour current business model is not
successful. For example, the trend toward mobilmerraffic will require us to adapt our produdtesing to facilitate consumers use of our
products. If we do not adapt to this trend fullygoiickly enough, we may lose advertising revenueoasumer usage may decline from our non-
mobile traffic. If we are not able to anticipateadiges in the online advertising market or if ousibass model is not successful, our business
could be materially adversely affected.

If we fail to retain existing advertisers or add weadvertisers, our revenue and business will berhad.

We depend on our ability to attract and retain aibars (hotels, spas, restaurants, vacation packagirlines, etc.) that are prepared to
offer products or services on compelling termsupsubscribers. We do not have long-term arrangé&rerguarantee the availability of deals
that offer attractive quality, value and varietyctmsumers or favorable payment terms to us. Wé caminue to attract and retain advertisers in
order to increase revenue and maintain profitgbilitnew advertisers do not find our marketing @ndmotional services effective, or if existing
advertisers do not believe that utilizing our pradiuprovides them with a long-term increase inaustrs, revenue or profit, they may stop
making offers through our marketplace. In additiee, may experience attrition in our advertisergordinary course of business resulting
from several factors, including losses to competislmd advertiser closures or bankruptcies. If igeuaable to attract new advertisers in numr
sufficient to grow our business, or if too many edisers are unwilling to offer products or sergiegth compelling terms to our subscribers or
offer favorable payment terms to us, we may seB kdvertising, and our operating results will theeasely affected. For example, we may lose
advertisers due to market conditions or performasigeh as our recent loss of revenue
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from certain online booking engines, airlines aadation packagers. We may not add enough additiemahue, such as hotel revenue from
Getawayor the planned hotel booking platform, in ordereplace the lost revenue. Furthermore, the newntevenay cost more to generate
compared to the costs that the lost revenue ratjtorgenerate, thereby adversely impacting ourasjygy results.

Our existing advertisers may shift from one adveitig service to another, which may adversely affeat revenue.

Existing advertisers may shift from one advertissegvice (e.gTop 20) to another (e.d.ocal Deals, Getawagr the planned hotel
booking platform). These shifts between advertisagyices by advertisers could result in no increiaeevenue or less revenue than in pre\
periods depending on the amount purchased by trertskrs, and in particular wittocal DealsandGetaway, depending on how many
vouchers are purchased by subscribers. In additiergre anticipating a shift from our existing hotenue to commissiobased revenue as \
obtain the hotel booking platform capabilities, @himay result in lower revenue depending on volofrfeotel bookings.

An increase in our refund rates related to our Ldd2eals and Getaway could reduce our liquidity apdbfitability.

We provide refunds related to duscal DealsandGetawayoucher sales. As we increase our revenue, oundefates may exceed our
historical levels. A downturn in general econonaaditions may also increase our refund rates. Are@se in our refund rates could
significantly reduce our liquidity and profitabifit

As we do not have control over our merchants aadjthality of products or services they deliver,rely on a combination of our histori
experience with our merchants over time and the tfprefunds provided for development of our estenfar refund claims. Our actual level of
refund claims could prove to be greater than thellef refund claims we estimate. If our refunderees are not adequate to cover future refund
claims, this inadequacy could have a material adveffect on our liquidity and profitability.

Our standard agreements with our merchants geydiralt the time period during which we may seelursement for subscriber
refunds or claims. Our subscribers may make cléimeefunds with respect to which we are unablsdek reimbursement from our merchants.
Our inability to seek reimbursement from our merghdor refund claims could have an adverse effaatur liquidity and profitability.

If our advertisers do not meet the needs and exatohs of our subscribers, our business could suff

Our business depends on our reputation for progitigh-quality deals, and our brand and reputatiay be harmed by actions taken by
advertisers that are outside our control. In paldic this is the case with olpcal DealsandGetawaymerchants, since we are selling vouchers
on behalf of the merchants directly to our subsgslas opposed to the remainder of our busineshioh we are only collecting the advertising
fee from the advertiser and the subscribers arkibgdahe deal directly with the advertiser. Any glbomings of one or more of our merchants,
particularly with respect to an issue affecting goality of the deal offered or the products ovars sold, may be attributed by our subscribers
to us, thus damaging our reputation, brand valdepatentially affecting our results of operatiolmsaddition, negative publicity and subscriber
sentiment generated as a result of fraudulent ceptere conduct by our merchants could damageeqputation, reduce our ability to attract new
subscribers or retain our current subscribersdiméhish the value of our brand.
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Our business relies heavily on e-mail and other maging services, and any restrictions on the semdaf e-mails or messages or a decrease
in subscriber willingness to receive messages caddersely affect our revenue and business.

Our business is highly dependent upon e-mail ahdrahessaging services. Deals offered througtais and other messages sent by L
on our behalf by our affiliates, generate a sultistaportion of our revenue. Because of the impmreaof e-mail and other messaging services to
our businesses, if we are unable to successfuliyede-mails or messages to our subscribers @miall subscribers, or if subscribers decline to
open our e-mails or messages, our revenue andatitify would be adversely affected. New laws aagulations regulating the sending of
commercial e-mails, including those enacted iniépréurisdictions, may affect our ability to delivef e-mails or messages to our subscribers or
potential subscribers and may also result in irerdaompliance costs. Further, actions by thirtiggato block, impose restrictions on, or che
for the delivery of, e-mails or other messagesdaldo materially and adversely impact our businéssm time to time, Internet service
providers block bulk e-mail transmissions or othiseaexperience technical difficulties that resalour inability to successfully deliver e-mails
or other messages to third parties. In addition,use of e-mail and other messaging services t semmunications about our website or other
matters may result in legal claims against us, Wifisuccessful might limit or prohibit our abilitp send e-mails or other messages. Any
disruption or restriction on the distribution ofreils or other messages or any increase in theiasso costs would materially and adversely
affect our revenue and profitability. In additidghe shift in our website traffic originating fromatnile devices accessing our services may
decrease our subscribers' willingness to use ouicss if they are not satisfied with our mobileeusxperience and could decrease their
willingness to be an e-mail subscriber, which caddersely affect our revenue and profitability.

Our reported total number of subscribers may be lég than the number of our actual individual subsbers and may not be representative
the number of persons who are active potential cusers.

The total number of subscribers we report may bhdrithan the number of our actual individual stibses because some subscribers
have multiple registrations, other subscribers tdigd or become incapacitated and others may teaistered under fictitious names. Given the
challenges inherent in identifying these subscsb@e do not have a reliable system to accuratelytify the number of actual individual
subscribers, and thus we rely on the number of sotascribers shown on our records as our measuhe size of our subscriber base. In
addition, the number of subscribers we report ietuthe total number of individuals that have catgal registration through a specific date,
less individuals who have unsubscribed. Those neenbay include individuals who do not receive ounails because our e-mails have been
blocked or are otherwise undeliverable. As a reghidt reported number of subscribers should nabbeidered as representative of the number
of persons who continue to actively consider oalsiby reviewing our e-mail offers.

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

For the year ended December 31, 2013, our cashasidequivalents increased by $5.1 million to $@aillion, of which $48.4 million
was held outside the U.S. in certain of our foregerations. We intend to continue to grow our ess and fund our current operations using
cash on hand. However, this may not be sufficiemhéet our needs, including the payments requineéuadditional settlements relating to
escheat claims, as described under Note 1 to tterganying consolidated financial statements. W\ mad be able to obtain financing on
commercially reasonable terms, or at all.

If additional financing is not available when remd or is not available on acceptable terms, we lbeaynable to fund our expansion,
successfully promote our brand name, develop came#our products and services, take advantagesofdss opportunities, or respond to
competitive pressures, any of which could have teriz adverse effect on our business.

If we choose to raise additional funds throughigiseance of equity securities, you may experieigrgficant dilution of your ownership
interest and holders of the additional equity séiesrmay have rights senior to those of the hal@érour common stock. If we obtain additional
financing by issuing debt securities or bank boinms, the terms of these arrangements could restrigrevent us from paying dividends and
could limit our flexibility in making business dsains.

Our business may be sensitive to recessions.

The demand for online advertising may be linkethtolevel of economic activity and employment ia th S. and abroad. Specifically,
business is primarily dependent on the demandrfline@ advertising from travel and entertainment panies. The recent recession decreased
consumer travel and caused travel and entertaincoempanies to reduce or postpone their marketiegdipg generally, and their online
marketing spending in particular. Continued or fattecessions could have a material adverse effectir business and financial condition.
Moreover, declines or disruptions in the travelusttly could adversely affect our launch of our hbtoking platform and financial performan
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Our operations could be significantly hindered blyet occurrence of a natural disaster or other catagihic event.

Our operations are susceptible to outages dueetdfiibods, power loss, telecommunications failutegexpected technical problems in the
systems that power our websites and distributeeemril newsletters, break-ins and similar evemtsddition, a significant portion of our
network infrastructure is located in Northern Gatifia, an area susceptible to earthquakes. We toawve multiple site capacity to protect us
against any such occurrence. Outages could cagisificant interruptions of our service. In additiatespite our implementation of network
security measures, our servers are vulnerablerputer viruses, physical and electronic breakdnsl similar disruptions from unauthorized
tampering with our computer systems. We do notydausiness interruption insurance to compensaterdgsses that may occur as a result of
any of these events.

Technological or other assaults on our service cadilarm our business.

We are vulnerable to coordinated attempts to oadrlmur systems with data, which could result inalesr reduction of service to some or
all of our users for a period of time. We have eipeed denial of service attacks in the past,raag experience such attempts in the future.
Any such event could reduce our revenue and harmmerating results and financial condition. Wend carry business interruption insurance
to compensate us for losses that may occur asilt ofsiny of these events.

We are subject to payments-related risks.

We accept payments for the sale of vouchers usiragiaty of methods, including credit cards andidedrds. We pay interchange and
other fees, which may increase over time and @is®perating expenses and lower profitability. k&g on third parties to provide payment
processing services, including the processingeditcards and debit cards, and it could disruptomsiness if these companies become
unwilling or unable to provide these services toWs are also subject to payment card associaperating rules, certification requirements and
rules governing electronic funds transfers, whighld change or be reinterpreted to make it difficulimpossible for us to comply. Moreover,
under payment card rules and our contracts wittcata processors, if there is a security breagragient card information that we store, we
could be liable to the payment card issuing baoksheir cost of issuing new cards and related eseg If we fail to comply with these rules or
requirements, we may be subject to fines and highasaction fees and lose our ability to accegditiand debit card payments, process
electronic funds transfers, or facilitate othereypf online payments, and our business and resfubigerations could be adversely affected. If
one or more of these contracts are terminated @anare/unable to replace them on similar termst all,dt could adversely affect our results of
operations.
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Risks Related to Our Markets and Strategy
Our international expansion may result in operatirigsses, and is subject to other material risks.

In May 2005, we began operations in the U.K. In€0@e began operations in Canada, Germany, ant.3p&007, we began operations
in France.

Our revenues in Europe increased 9.2% in 2013 cardpa 2012 , and our operations in Europe gerggieoperating income before tax
of $7.7 million and $7.0 million in 2013 and 2012spectively. We intend to continue adding a $igamt number of subscribers in selected
countries in which we operate as we believe thiges of the factors that will allow us to increase advertising rates and increase our revenues
in Europe.

If we incur losses from our operations in the fatuhese losses may not have any recognizableetzefib We expect that this would have
a material negative impact on our net income ast flaws. Any of these developments could resuéd gignificant decrease in the trading price
of our common stock. In addition to uncertainty atbour ability to generate net income from our fgneoperations and expand our international
market position, there are certain risks inhenertding business internationally, including:

. trade barriers and changes in trade regula

. difficulties in developing, staffing and simulieously managing foreign operations as a resultstince, language and cultural
differences;

. stringent local labor laws and regulatic

. currency exchange rate fluctuatic

. risks related to government regulation;

. potentially adverse tax consequen

We may not be able to continue developing awarer@ssur brand names.

We believe that continuing to build awareness effitavelzocandFly.combrand names is critical to achieving widespreae piamce of
our business. Brand recognition is a key differiny factor among providers of online advertisiqgportunities, and we believe it could bec:
more important as competition in our industry irases. In order to maintain and build brand awasewes must succeed in our marketing
efforts. If we fail to successfully promote and ntain our brands, incur significant expenses inmoting our brands and fail to generate a
corresponding increase in revenue as a resultrdiramding efforts, or encounter legal obstacleglwprevent our continued use of our brand
names, our business could be materially advers$idgtad.

If we fail to retain our existing subscribers or gaire new subscribers, our revenue and businesd bél harmed.

We spent $5.5 million, $5.4 million and $7.6 mitlion online marketing initiatives relating to sutilser acquisition for years ended
December 31, 2013, 2012 and 2011 and expect tincend spend significant amounts to acquire aoloéti subscribers. We must continue to
retain and acquire subscribers in order to mairdaincrease revenue. We cannot assure you thagvleaue from subscribers we acquire will
ultimately exceed the cost of acquiring new sulbbses. If subscribers do not perceive our offesa®f high value and quality or if we fail to
introduce new and more relevant deals, we may @eatblte to acquire or retain subscribers. If we cedaur subscriber acquisition costs, we
cannot assure you that this will not adversely ichjpaur ability to acquire new subscribers. If we anable to acquire new subscribers who
purchase our deals directly or indirectly in nunsbaufficient to grow our business, or if subscribezase to purchase our deals directly or
indirectly through our advertisers, the revenuegemerate may decrease and our operating resultserdldversely affected. If the level of usage
by our subscriber base declines or does not graxpeacted, we may suffer a decline in subscribewtyr or revenue. A significant decrease in
the level of usage or subscriber growth would revadverse effect on our business, financial cmmdénd results of operations.
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Our business may be sensitive to events affectirgttavel industry in general.

Events like the Middle East conflicts or the teisbattacks on the U.S. in 2001 or the recent dlfibancial crisis have a negative impact
on the travel industry. We are not in a positioevaluate the net effect of these circumstancesuoibusiness. In the longer term, our business
might be negatively affected by financial pressuneshe travel industry. However, our business alag benefit if travel companies increase
their efforts to promote special offers or otherketing programs. If such events result in a lozgrt negative impact on the travel industry,
such impact could have a material adverse effecunbusiness.

We may not be able to attract travel and entertagmhcompanies or Internet users if we do not contally enhance and develop the content
and features of our products and services.

To remain competitive, we must continually imprakie responsiveness, functionality, and featuresioproducts and services. We may
not succeed in developing features, functions, ycts] or services that travel and entertainmentpeomes and Internet users find attractive. This
could reduce the number of travel and entertainroempanies and Internet users using our productsreterially adversely affect our busine

We may lose business if we fail to keep pace watpidly changing technologies and client needs.

Our success is dependent on our ability to devedapand enhanced software, services, and relapeligis to meet rapidly evolving
technological requirements for online advertisi@gr current technology may not meet the futurenewl requirements of travel and
entertainment companies. Trends that could haviieatimpact on our success include:

. rapidly changing technology in online advertisimgluding a significant shift of business to motplatforms
. evolving industry standards, including both fatrandde factostandards relating to online advertis

. developments and changes relating to the Int¢

. competing products and services that offer incid&sectionality; an

. changes in travel company, entertainment compart/|raernet user requiremel

If we are unable to timely and successfully develog introduce new products and enhancements stirexproducts in response to our
industry’s changing technological requirements, lmuginess could be materially adversely affected.

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

Our future success depends on our ability to afttesin, motivate, and retain highly skilled emydes. We may be unable to retain our
skilled employees, or attract, assimilate, andmeither highly skilled employees in the future. Yeve from time to time in the past
experienced, and we expect to continue to expegienthe future, difficulty in hiring and retainiddghly skilled employees with appropriate
qualifications. If we are unable to hire and retglilled personnel, our growth may be restricteliclv could adversely affect our future success.

We may not be able to effectively manage our expagaperations.

Since the commencement of our operations, we hgwerienced a period of rapid growth. In order te@axe our business plan, we must
continue to grow significantly. As of December 3013 , we had 436 employees, up from 417 emplogee$ December 31, 2012 . We expect
that the number of our employees will continuenteréase for the foreseeable future. This growthplesed, and our anticipated future growth
will continue to place, a significant strain on eoanagement, systems, and resources. We expeutdhaill need to continue to improve our
financial and managerial controls and reportindesys and procedures. We will also need to contiogxpand and maintain close coordination
among our sales, production, marketing, IT, andrfae departments. We may not succeed in theséseffur inability to expand our operations
in an efficient manner could cause our expensgsaw disproportionately to revenues, our revenaegetline or grow more slowly than
expected and could otherwise have a material ag\effsct on our business.
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Intense competition may adversely affect our alyilib achieve or maintain market share and operatefjiably.

We compete for advertising dollars with large Intgrportal sites, such as MSN and Yahoo!, that diféngs or other advertising
opportunities to travel, entertainment and locaibesses. These companies have significantly griégadacial, technical, marketing and other
resources and larger advertiser bases. We comjiteteemrch engines like Google and Bing that giey-per-click listings. We compete with
travel metasearch engines like Kayak and onlingetrand entertainment deal publishers. We compételarge online travel agencies like
Expedia and Priceline that also offer advertisitag@ments and capture consumer interest. We comjititeompanies like Groupon and
LivingSocial that sell vouchers for deals from Iboasinesses such as spas, hotels and restadigmesxpect to face increased competition from
other Internet and technology-based businessesasuGlwogle and Microsoft, each of which has lauddéhigiatives which are directly
competitive to out.ocal DealsandGetawayproducts. Google has introduced its hotel searetymt which negatively impacted our ability to
efficiently purchase Google hotel search traffidtive our Search product revenues. To the extexttGoogle, or other leading search or
metasearch engines that have a significant preserme key markets, offer comprehensive travehpiag or shopping capabilities, or refer
those leads to suppliers directly, or to other fadgartners, there could be an adverse impactiobusiness and financial performance. We
have seen that some competitors will accept lowangms, or negative margins, to attract attentioth @acquire new subscribers. If competitors
engage in group buying initiatives in which merdisaneceive a higher percentage of the face value we currently offer, we may be forced to
pay a higher percentage of the face value thanwvertly offer, which may reduce our revenue. Ididn, we compete with newspapers,
magazines and other traditional media companig¢otierate websites which provide online advertigsipgortunities. We expect to face
additional competition as other established andrgimg companies, including print media companiesgethe online advertising market.
Competition could result in reduced margins onsmivices, loss of market share or less uSgafelzodby advertisers and consumers. If we
not able to compete effectively with current oufiet competitors as a result of these and otheorfgabur business could be materially adversely
affected.

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

Our future success depends to a significant extemie continued service and coordination of ounagament team, particularly
Christopher Loughlin, our Chief Executive Offic@he loss or departure of any of our officers or kayployees could materially adversely af
our ability to implement our business plan. We domaintain key person life insurance for any mengdf@ur management team. In addition,
we expect new members to join our management tedheifuture. These individuals will not previoublgve worked together and will be
required to become integrated into our manageneam tIf our key management personnel are not abl®tk together effectively or
successfully, our business could be materially emhhg affected.

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

We use technology and software products from théndies including Microsoft and ITA Software. Teotogy from our current or other
vendors may not continue to be available to usarnmoercially reasonable terms, or at all. Our bugsneill suffer if we are unable to access this
technology, to gain access to additional products integrate new technology with our existingteyss. This could cause delays in our
development and introduction of new services atated products or enhancements of existing produdisequivalent or replacement
technology can be accessed, if available, or dpeelanternally, if feasible. If we experience thdséays, our business could be materially
adversely affected.

Acquisitions, investments and joint ventures coutsult in operating difficulties, dilution, and otar harmful consequences that m:
adversely impact our business and results of opiera.

We may evaluate and consider a wide array of palesitategic transactions as part of our ovenadiibess strategy, including business
combinations, acquisitions and dispositions of hesses, technologies, services, and other assetg|laas strategic investments and joint
ventures. At any given time we may be engagedsougdisions or negotiations with respect to one oerabthese types of transactions. Any of
these transactions could be material to our firermmindition and results of operations.

These transactions involve significant challengebrisks. Some of the areas where we may face oistigficulties include:

» Diversion of management time and focus from opegatiur business to acquisition integration chakes

« Implementation or remediation of controls, proceduiand policies at the acquired comp
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« Integration of the acquired company's accountmgnan resources, and other administrative syst@mascoordination of product,
engineering, and sales and marketing functions.

« Transition of operations, users, and customers omt@xisting platform

< Failure to obtain required approvals on a tintegis, if at all, from governmental authoritiesconditions placed upon approval, under
competition and antitrust laws which could, amotigeothings, delay or prevent us from completirigaasaction, or otherwise restrict
our ability to realize the expected financial aagtgic goals of an acquisition.

* Inthe case of foreign acquisitions, the neeidtiegrate operations across different cultureslanduages and to address the particular
economic, currency, political, and regulatory risksociated with specific countries.

»  Failure to successfully further develop the acquivasiness or technoloy

¢ Cultural challenges associated with integraéngloyees from the acquired company into our omgdiun, and retention of employees
from the businesses we acquire.

< Liability for activities of the acquired compabgfore the acquisition, including patent and tradek infringement claims, violations of
laws, commercial disputes, tax liabilities, andestknown and unknown liabilities.

e Litigation or other claims in connection withetacquired company, including claims from termidaeployees, customers, former
stockholders, or other third parties.

« Challenges relating to the structure of an ibwesit, such as governance, accountability and ideemaaking conflicts that may arise in
the context of a joint venture.

» Expected and unexpected costs incurred in pugsagquisitions, including identifying and performidue diligence on potential
acquisition targets that may or may not be sucakssf

« Entrance into markets in which we have no diretrpgxperience and increased complexity in our Hess

« Inability to sell excess ass¢

« Impairment of goodwill and other assets acqu

Our failure to address these risks or other problentountered in connection with our past or fuloguisitions and investments could
cause us to fail to realize the anticipated bemefitsuch acquisitions or investments, incur urguated liabilities, and harm our business
generally.

Future acquisitions may also require us to isswitiadal equity securities, spend our cash, oriimabt (and increased interest expense),
liabilities and amortization expenses related tarigible assets or write-offs of goodwill, whichutt adversely affect our results of operations
and dilute the economic and voting rights of oockholders. Also, the anticipated benefit of mahgur acquisitions may not materialize.
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Risks Related to the Market for our Shares
Our stock price has been volatile historically anghy continue to be volatile.

The trading price of our common stock has beennaag continue to be subject to wide fluctuationsribythe twelve months ended
February 12, 2014 , the closing price of our commstmck on the NASDAQ Global Select Market rangexinfi$20.28 to $32.68. Our stock price
may fluctuate in response to a number of eventdaatdrs, such as quarterly variations in operatésylts; announcements of technological
innovations or new products by us or our compegjtonanges in financial estimates and recommendalip securities analysts; the operating
and stock price performance of other companiesitvastors may deem comparable to us; and newstse@dating to trends in our markets or
general economic conditions. Our stock price maydiatile given that operating results may varyrirthe expectations of securities analysts
and investors, which are beyond our control. Inehent that our operating results fall below thpestations of securities analysts or investors,
the trading price of our common shares may degligeificantly. Moreover, fluctuations in our stopkice and our price-to-earnings multiple
may have made our stock attractive to hedge oitrdaljng investors who often shift funds into and ofustocks rapidly, exacerbating price
fluctuations in either direction, particularly whelewed on a quarterly basis.

In addition, the stock market in general, and ttaek®t prices for Internet-related companies inipaldr, have experienced volatility that
often has been unrelated to the operating perfacmahsuch companies. These broad market and mydusttuations may adversely affect the
price of our stock, regardless of our operatindguerance.

We have a principal stockholder.

Ralph Bartel, who founded Travelzoo and who ise@bor of the Company is the sole beneficiary ef &alph Bartel 2005 Trust, which is
the controlling shareholder of Azzurro Capital IAs. of December 31, 2013, Azzurro is the Compaaytgest stockholder, holding
approximately 48.2% of our outstanding shares.

Risks Related to Legal Uncertainty

We may become subject to shareholder lawsuits @eeurities violations due to volatile stock pricadithis can be burdensome to
management and costly to defend.

Shareholder lawsuits for securities violationsaften launched against companies whose stock griv@atile. Such lawsuits involving
the Company would require management’s attentiatefend, which may distract attention from opegtime Company. In addition, the
Company may incur substantial costs to defend igs&l/or settle such claims, which may be consitladyisable to minimize the distraction
costs of defense. Such lawsuits would result igjoents against the Company requiring substantiahpats to claimants. Such costs may
materially impact our results of operations anaficial condition. Between August 2011 and Janu@i?2numerous class action and derivative
lawsuits were filed against the Company. See fudiszlosure in Note 5 to the accompanying constdid financial statements included in this
report.

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

To date, governmental regulations have not matgrestricted use of the Internet in our marketswidver, the legal and regulatory
environment that pertains to the Internet is umderand may change. Uncertainty and new regulationkiding those enacted in foreign
jurisdictions, could increase our costs of doingibess, prevent us from delivering our productsserdices over the Internet, or slow the grc
of the Internet. For example, new laws and regutatiregulating online advertisements, includingéhenacted in foreign jurisdictions, may
affect our advertising revenue and may also réisulecreased traffic to our websites. In additoméw laws and regulations being adopted,
existing laws may be applied to the Internet. New existing laws may cover issues which include:

. user privacy

. antisspam legislatiot

. consumer protectio

. copyright, trademark and patent infringem

. pricing controls

. characteristics and quality of products and ses;
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. sales and other taxes; i

. other claims based on the nature and content efilat material

The implementation of the CARD Act and similar sta&nd foreign laws may harm our Local Deals busises

Vouchers which are issued under docal DealsandGetawaymay be considered gift cards, gift certificatesrestl value cards or prepaid
cards and therefore governed by, among other e<Credit Card Act of 2009 (the "CARD Act"), andte laws governing gift cards, stored
value cards and coupons. Other foreign jurisdistioave similar laws in place, in particular Eurapgaisdictions where the European E-Money
Directive regulates the business of electronic mpanstitutions. Many of these laws contain provis@overning the use of gift cards, gift
certificates, stored value cards or prepaid candfjding specific disclosure requirements and fitibns or limitations on the use of expiration
dates and the imposition of certain fees. For exanifthe vouchers are subject to the CARD Act arelnot included in the exemption for
promotional programs, it is possible that the pasghvalue, which is the amount equal to the pride for the voucher, or the promotional val
which is the add-on value of the voucher in exafske price paid, or both, may not expire beftwe later of (i) five years after the date on
which the voucher was issued,; (ii) the voucheégest expiration date (if any); or (iii) a later eégrovided by applicable state law. Purported
class actions against other companies have beehifiiffederal and state court claiming that couamslar to the vouchers are subject to the
CARD Act and various state laws governing gift caatid that the defendants have violated theseldgussuing the coupons with expiration
dates and other restrictions. In addition, invedtans by certain state attorney general office® seen launched against other companies with
regards to similar issues. If similar claims arseated against the Company in respect ot thieal DealsandGetawayouchers and are
successful, we may become subject to fines andt@and incur additional costs. In addition,gtieral or state laws require that the face value
of our vouchers have a minimum expiration periogadog the period desired by a merchant for its pitional program, or no expiration period,
this may affect the willingness of merchants taéssouchers in jurisdictions where these laws apgpty unredeemed vouchers, similar laws in
other jurisdictions require us or merchants to mdhe face value of vouchers sold, after the redemeriod. For example, in Germany, cer
consumer protection laws require us to refund coresa for almost four years after the purchase fdatithe amount of the face value of
purchased vouchers which remains unredeemed ahthef the redemption period. Therefore, we da@obgnize the unredeemed amounts as
revenue until after we are not subject to theseslaere may be similar laws in other countrieprovinces that require similar practices. Such
developments may materially and adversely affexiptiofitability or viability of ourLocal DealsandGetaway.

If we are required to materially increase the estited liability recorded in our financial statementsith respect to unredeemed Local De
and Getaway vouchers due to application of certgift card laws, our net income could be materiatiypd adversely affected.

In certain states and foreign jurisdictions, bacal DealsandGetawayvouchers may be considered a gift card. Some sktbtates and
foreign jurisdictions include gift cards under thenclaimed and abandoned property laws which requdmpanies to remit to the government
the value of the unredeemed balance on the gifiscafter a specified period of time (generally et one and five years) and impose certain
reporting and recordkeeping obligations. The anslysthe potential application of the unclaimed aandoned property laws to our vouchers
is complex, involving an analysis of constitutioaald statutory provisions and factual issues, dioly our relationship with subscribers and
merchants and our role as it relates to the issuand delivery of a voucher. In the event that@anmore states or foreign jurisdictions
successfully challenges our position on the apfidtineof its unclaimed and abandoned property lawgouchers, or if the estimates that we use
in projecting the likelihood of vouchers being reded prove to be inaccurate, our liabilities wehkpect to unredeemed vouchers may be
materially higher than the amounts shown in ouaditial statements. If we are required to materialtyease the estimated liability recorded in
our financial statements with respect to unredeegifedards, our net income could be materially addersely affected. Moreover, a successful
challenge to our position could subject us to p@sbr interest on unreported and unremitted sams any such penalties or interest would
have a further material adverse impact on ournestme.

New tax treatment of companies engaged in Internemmerce may adversely affect the commercial usewfservices and our financie
results.

Due to the global nature of the Internet, it isgible that various states or foreign countries inédtempt to regulate our transmissions or
levy sales, income or other taxes relating to ativiies. Tax authorities at the internationaliéeal, state and local levels are currently revig
the appropriate treatment of companies engageatténnet commerce. New or revised internationaleifakl state or local tax regulations may
subject us or our subscribers to additional sadesme and other taxes. We cannot predict the teffecurrent attempts to impose sales, income
or other taxes on commerce over the Internet. Nen@wised taxes and, in particular, sales taxesl ¥Ad similar taxes would likely increase
cost of doing business online and decrease trecttteness of advertising and selling goods andcses over the Internet. New taxes could also
create
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significant increases in internal costs necessacapture data, and collect and remit taxes. Arthefe events could have an adverse effect on
our business and results of operations.

We may suffer liability as a result of informatioretrieved from or transmitted over the Internet amthims related to our service offerings.

We may be sued for defamation, civil rights infiéngent, negligence, patent, copyright or trademarkngement, invasion of privacy,
personal injury, product liability, breach of caatt, unfair competition, discrimination, antitrastother legal claims relating to information that
is published or made available on our website®piice offerings we make available (including pesen of an application programming
interface platform for third parties to accesswabsite, mobile device services and geolocatiofiGgions). These types of claims have been
brought, sometimes successfully, against onlingices in the past. The fact that we distribute infation via email or text message may subj
us to potential risks, such as liabilities or clairasulting from unsolicited e-mail or spammingstlor misdirected messages, security breaches,
illegal or fraudulent use of e-mail or interruptioor delays in e-mail or mobile service. Thesesresle enhanced in certain jurisdictions outside
the U.S., where our liability for such third-paggtions may be less clear and we may be less pedtda addition, we could incur significant
costs in investigating and defending such claimsnéf we ultimately are not found liable. If anfithese events occurs, our business could be
materially and adversely affected.

We are subject to risks associated with informatiiseminated through our websites and applicationkiding consumer data, content
that is produced by our editorial staff and ermrsmissions related to our product offerings. Smébrmation, whether accurate or inaccurate,
may result in our being sued by our advertisergchants, subscribers or third parties and as dt@surevenue and goodwill could be
materially and adversely affected.

In addition, we may acquire personal or confidémti'ormation from users of our websites and mohjplications, related to ouocal
Dealsand planned hotel booking platform. Security bresabr the unauthorized disclosure of customer pafsoformation could result in
negative publicity, damage our reputation, expastouisk of loss or litigation and possible lidyiland subject us to regulatory penalties and
sanctions. Any failure or perceived failure by aispur service providers, to comply with the priygolicies, privacy-related obligations to users
or other third parties, or privacy related legdigdtions, or any compromise of security that ressud the unauthorized release or transfer of
personally identifiable information or other usetal may result in governmental enforcement actiitigation or public statements against the
company by consumer advocacy groups or othersauld cause our customers and members to losdrirtiee company, which could have an
adverse effect on our business.

Claims have been asserted against us relating tareb not issued in our 2002 merger.

The merger of Travelzoo.com Corporation into thenpany became effective on April 25, 2002. Holddrgromotional shares of
Travelzoo.com Corporation who established theydsdidfied certain prerequisite qualifications waltewed a period of two years following t
effective date to receive one share of Travelzaoimexchange for each share of common stock @fdizoo.com Corporation. After April 25,
2004, two years following the effective date, wases issuing shares to the former stockholdersaxfelzoo.com Corporation. Many of the
“Netsurfer stockholders,” who had applied to reeeshares of Travelzoo.com Corporation in 1998 éocash consideration, did not elect to
receive their shares which were issuable in theyerggrior to the end of the two-year period. Altatfad,115,532 of our shares which had been
reserved for issuance in the merger were not cthime

As discussed under Note 1 to the accompanying tidased financial statements, on April 21, 2011,seétled all claims by the State of
Delaware relating to a previously-announced unddgiproperty review relating to shares of Travelatich have not been claimed by former
Netsurfers stockholders of Travelzoo.com Corporatiehich remained unexchanged in the 2002 mergatisaussed in the precedi
paragraph. Unclaimed shares which were propenhaldge would have been subject to escheat to the &t&elaware because the Company is
organized under Delaware law. Under applicable laveJaimed property held by a corporation is suttie@scheat to the jurisdiction of
incorporation if the address of the owner is unknow

As discussed in Note 1 to the accompanying coret@difinancial statements, since March 2012, thefg2amy has become subject to
unclaimed property reviews by most of the othetestin the U.S. that relate primarily to the unexaled promotional merger shares, which
were not covered by the settlement and releaskéb$tiate of Delaware. During the three months eiMbedh 31, 2012, the Company recorde
$3.0 million charge related to this unexchangednaiional shares contingency.
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In October 2013, the Company entered into settl¢émgreements with 35 additional states to resdlved states’ claims related to similar
unclaimed property audits. The multi-state settietmelates to approximately 700,080ditional shares of the Company that were notedi by
residents of those states following the mergercivkiose states claimed were subject to escheale Wb Company disputes the states’ claims,
the Company determined that it was in its besté@steto resolve the disputes and settle with teestes. The remaining states have or may raise
claims on approximately 400,000 additional shaneswere not claimed following the merger by residén those states.

During the three months ended September 30, 2B&3;ompany recorded a $22 million charge relatetdesettlements it entered into
and for potential future settlements with the renimgj states. During the three months ended DeceBihe2013, the Company made cash
payments of $12.3 million to the settled statesrafompletion of the required due diligence.

The Company intends to continue to challenge tipdicgbility of escheat rights with the remainingtsts, in that, among other reasons, the
shares of the predecessor Bahamas corporationoffered for free as part of a promotional incentivegram to qualified individuals. In
addition, there were certain conditions applicdbléhe issuance of shares to so-called “Netsudftkholders, including requirements that (i)
they be at least 18 years of age, (ii) they bedesgs of the U.S. or Canada, and (iii) they notyafigr shares more than once. The Netsurfer
stockholders were advised that failure to complyldoesult in cancellation of their shares in Tlawe.com Corporation. Travelzoo.com
Corporation was not able to verify that the appitsamet the requirements referred to above aire df their applications for issuance of
shares, and the remaining Netsurfer stockholdetshalre not qualified to receive shares in the Camppar who have not participated in the
cash payments program referred to below, haveembdstrated their actual compliance with the camustto the issuance of shares by
Travelzoo.com Corporation. The Company does notkimow many of the requests for shares originalbgeieed by Travelzoo.com Corporation
in 1998 were valid, but the Company believes timy a portion of such requests were valid. In reseato the pending reviews referred to
above, and in response to other persons claimibg former stockholders of Travelzoo.com Corporgtihe Company intends to assert that the
claimant must establish that the original Netsusfeckholders complied with the conditions to issieaof their shares.

The ultimate resolution of this matter with the eening states may take longer than one year; howexehave included the estimated
for these remaining states potential claims inregerves. The total amount of exposure of thisicgehcy is dependent upon the manner in
which each state applies its unclaimed propertyjamcluding whether penalties and interest ardicgige.

The Company is continuing its program under whichakes cash payments to people who establisthtatsatisfy the conditions to
receive shares of Travelzoo.com Corporation, and fatled to submit requests to convert their sharesshares of Travelzoo Inc. within the
required time period. This program is not availdblkeindividuals whose promotional shares have lesheated to a state by the Company. The
accompanying consolidated financial statementsidech charge for payments under this program iergéand administrative expenses of $
23,000 for the year ended December 31, 2013 .

The total cost of this program is not reliably estble because it is based on the ultimate numbealiof requests received and future le
of the Company’s common stock price, and wouldfected by any settlement of the pending revievisrred to above. The Company’s
common stock price affects the liability becauseamount of cash payments under the program isltiagert on the recent level of the stock
price at the date valid requests are received.odadnabove, in order to receive payment under tbgram, a person is required to establish that
such person validly held shares in Travelzoo.comp@mation.
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Federal laws and regulations, such as the Bank Szxyr Act and the USA PATRIOT Act and similar foreidaws, could be expanded to
include Local Deals and Getaway vouchers.

Various federal laws, such as the Bank SecrecyaAdtthe USA PATRIOT Act and foreign laws and retjates, such as the European
Directive on the prevention of the use of the fitiahsystem for the purpose of money launderingtanarist financing, impose certain anti-
money laundering requirements on companies thdtremacial institutions or that provide financialoglucts and services. For these purposes,
financial institutions are broadly defined to inddumoney services businesses such as money treerspiheck cashers and providers of pre
access cards. Examples of anti-money launderingrexgents imposed on financial institutions incledistomer identification and verification
programs, suspicious activity monitoring and rejpartrecord retention policies and procedures ganstction reporting. We do not believe that
we are a financial institution subject to thesedand regulations based, in part, upon the clasguhature and other characteristics of vouchers
and our role with respect to the distribution ofigbers to subscribers. However, the Financial GiErforcement Network, a division of the
U.S. Department of the Treasury tasked with impleting the requirements of the Bank Secrecy Acemdyg issued final rules regarding the
scope and requirements for non-bank parties indolvestored value or prepaid access cards, inajudligations on sellers or providers of
“prepaid access”. Under the final rule, providersallers of closed loop vouchers, such as thdseeaf through théocal Dealsprogram, would
only be subject to registration if the voucher e82,000 in total value or if they are sold inr@ggte amounts exceeding $10,000 to any single
person in one day. Should the $2,000 limit be ededer should more than $10,000 in aggregate vosidigesold to any individual person (se
to businesses for resale or distribution are exadlithen we may be deemed either a seller or pgowfiprepaid access subject to regulation. In
the event that we become subject to the requiresvrihe Bank Secrecy Act or any other anti-moreymélering law or regulation imposing
obligations on us as a money services businessegufatory compliance costs to meet these obtigativould likely increase which could
reduce our net income. In addition, the costsHodtparties to sell vouchers would increase, winiity restrict our ability to enlist third parties
to issue vouchers.

Our internal control over financial reporting may ot be effective, and our independent auditors may he able to certify as to the
effectiveness of such internal controls, which cdutave a significant and adverse effect on our mess.

We are obligated to evaluate our internal contv@rdinancial reporting in order to allow managem@report on, and our independent
auditors to opine on, our internal control ovegfigial reporting, as required by Section 404 of3hehanes-Oxley Act of 2002 and the rules and
regulations of the SEC, which we collectively ref@as Section 404. In our Section 404 evaluati@nhave identified areas of internal controls
that may need improvement and have instituted reatied efforts where necessary. Currently, nonewfidentified areas that need
improvement has been categorized as material weagaeWe may identify conditions that may resusigmificant deficiencies or material
weaknesses in the future.

We may be unable to protect our registered tradeknar other proprietary intellectual property rights

Our success depends to a significant degree ugoprtitection of th@ravelzodorand name. We rely upon a combination of copyright
trade secret and trademark laws, as well as naedigre and other contractual arrangements to @rote intellectual property rights. The steps
we have taken to protect our proprietary rightsyénver, may not always succeed in deterring misgpjation of proprietary information.

We have registered tligavelzoarademark in the U.S., Australia, Canada, ChinaydHéong, Japan, South Korea, Taiwan, the EU an
U.K. If we are unable to protect our rights in thark in North America, Europe, and Asia Pacificendwe have licensed the trademark as
described above under “overview”, a key elemerdwfstrategy of promotingravelzocas a brand could be disrupted and our businesd beul
adversely affected. We may not always be able tectienauthorized use of our proprietary informato take appropriate steps to enforce our
intellectual property rights. In addition, the ey, enforceability, and scope of protection dkitectual property in Internet-related industries
are uncertain and still evolving. The laws of coigstin which we may market our services in theretare uncertain and may afford little or no
effective protection of our intellectual properfyhe unauthorized reproduction or other misapprdprieof our proprietary technology could
enable third parties to benefit from our technolagg brand name without paying us for them. If Whése to occur, our business could be
materially adversely affected.
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We may face liability from intellectual propertytigation that could be costly to prosecute or defleand distract management’s attention with
no assurance of success.

We cannot be certain that our products, contentaadd names do not or will not infringe valid pate copyrights or other intellectual
property rights held by third parties. We expeet ihfringement claims in our markets will increasemumber as more participants enter the
markets. We may be subject to legal proceedingskanis from time to time relating to the intelleat property of others in the ordinary course
of our business. We may incur substantial expeimsgésfending against these third party infringenw@aims, regardless of their merit, and such
claims could result in a significant diversion bétefforts of our management personnel. Succesdfiigement claims against us may result in
monetary liability or a material disruption in tbenduct of our business. As discussed under Natdte consolidated financial statements
included in this report, a lawsuit was filed agains by a non-practicing entity, commonly referteds a "patent troll”, claiming that the trip-
planning metasearch service availabld=bncominfringes one or more claims of certain assertadra. The plaintiff has asserted similar cle
against other metasearch websites, including Egp&xtbitz, Travelocity, Priceline, Yahoo! Inc., Ariean Express, Kayak and Booklt. We
endeavor to defend our intellectual property rigtiigently, but intellectual property litigatios extremely expensive and time consuming, and
has and is likely to continue to divert manageaisntion and resources from our business objextseccessful infringement claims against us
could result in monetary liability and resolutiohataims may require us to obtain licenses to asgllectual property rights belonging to third
parties, which may be expensive to procure.

Iltem 1B. Unresolved Staff Comments
None.

Item 2. Properties

We are headquartered in New York, New York, wheeeoacupy approximately 13,500 square feet of leafféxk space. In addition to
our New York office, we have several leased offitesughout the U.S. and Canada for our North Aogeodperations, including offices in
Chicago, lllinois; Austin, Texas; Boston, Massaditss Las Vegas, Nevada; Los Angeles, CaliforniegrM, Florida; Mountain View,
California; San Francisco, California; Toronto, @n; and Vancouver, British Columbia.

We also have leased offices for our Europe opersiio France, Germany, Spain, and the U.K., indgadiffices in Barcelona, Berlin,
Hamburg, London, Manchester, Munich, and Paris.

We believe that our leased facilities are adegtoateeet our current needs; however, we intend paest our operations and therefore may
require additional facilities in the future. We ieek that such additional facilities are available.

Item 3. Legal Proceedings

The information set forth under “Note 5 - Commitrtseeand Contingencies” to the accompanying consiitiinancial statements
included in Part Il, Item 8 of this report is inporated herein by reference.
Item 4. Mine Safety Disclosure

Not applicable.

PART Il
Item 5. Market for Registrant's Common Equity, Related Skbwlder Matters and Issuer Purchases of Equity Seities
Market Information

Since August 18, 2004, our common stock has baeimg on the NASDAQ Global Select Market undergimabol “TZO0.” From
December 30, 2003 to August 17, 2004, our commaekstas traded on the NASDAQ SmallCap Market utidersymbol “TZO0O.” The
following table sets forth, for the periods indedt the high and low sales prices per share of@mmon stock as reported by NASDAQ.
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High Low

2013:

Fourth Quarter $27.16 $20.28
Third Quarter $32.68 $26.52
Second Quarter $29.40 $21.15
First Quarter $23.88 $18.77
2012:

Fourth Quarter $23.95 $16.74
Third Quarter $24.25 $19.55
Second Quarter $27.46 $21.06
First Quarter $30.85 $23.00

On February 11, 2014, the last reported sales pfioeir common stock on the NASDAQ Global Selectikéawas $22.59 per share.
As of February 12, 2014 , there were approximat&ly stockholders of record of our shares.

Dividend Policy

Travelzoo has not declared or paid any cash didslsimce inception and does not expect to pay diagtends for the foreseeable future.
The payment of dividends will be at the discretdrour board of directors and will depend upondegisuch as future earnings, capital
requirements, our financial condition and genetaliess conditions.

Sales of Unregistered Securities
There were no unregistered sales of equity seesritiring fiscal year 2013 .

Repurchases of Equity Securities
Stock repurchase activity during the three montited December 31, 2013 was as follows:

Total Number of

Shares
Purchased
as Part of Maximum Shares
Total Number of Average Price Publicly that May Yet
Shares Paid Announced be Purchased Unde
Period Purchased per Share Programs the Programs (1)
October 1, 2013 - October 31, 2013 — — — 400,00(
November 1, 2013 - November 30, 2013 133,000 % 20.9¢ 133,00( 267,00(
December 1, 2013 - December 31, 2013 238,000 $ 20.9( 238,00( 29,00(
371,00( 371,00(

(1) InJuly 2012, the Company announced a stqolrohase program authorizing the repurchase of dpo00,000 shares of the Company’s
outstanding common stock. As of December 31, 20,000 shares were repurchased and thereforeweee 400,000 shares remair
to be repurchased under this program. As of Decethe?013 , 971,000 shares were repurchased anefohe there were 29,000 shares
remaining to be repurchased under this program.
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Performance Graph

The following graph compares, for the dates spatifihe cumulative total stockholder return forvElaoo, the NASDAQ Stock Market
(U.S. companies) Index (the “NASDAQ Market Indexd@hd the Standard & Poor's 500 Publishing Index (8&P 500 Publishing”).
Measurement points are the last trading day of e&tie Company's fiscal years ended December@®i8,December 31, 2009, December 31,
20010, December 31, 2011, December 31, 2012, andrbleer 31, 2013. The graph assumes that $100 westéa on December 31, 2008 in
Common Stock of the Company, the NASDAQ Market kded the S&P 500 Publishing and assumes reinvestofi@ny dividends. The stock
price performance on the following graph is noti¢gative of future stock price performance.
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Travelzoo Inc. $ 10C $ 221.0¢ $ 744.2: $ 442.0¢ $ 3415 $ 383.4¢
NASDAQ Market Index $ 10C $ 143.8¢ $ 168.2: $ 165.1¢ $ 19147 $ 264.8¢
S&P 500 Publishing $ 10C $ 56.61 $ 60.4¢ $ 67.2¢ $ 843t $ 135.7:
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Item 6. Selected Consolidated Financial Data

The selected consolidated financial data set toetbw are derived from our audited consolidatedritial statements. The following
selected consolidated financial data is qualifiedd entirety by, and should be read in conjunctigth, “Management's Discussion and Analy
of Financial Condition and Results of Operationst ¢he consolidated financial statements and tiesrtbereto included elsewhere herein.

Consolidated Statement of Operations Data:

Year Ended December 31,

2013 2012 2011 2010 2009
(In thousands, except per share data)

Revenues $ 158,23: $ 151,16¢ $ 148,34 $ 112,78 $ 93,97:
Income from continuing operations 2,27¢ 25,48¢ 15,02: 23,51. 13,70¢
Income (loss) from continuing operations, net of
taxes (5,017 18,19¢ 3,31¢ 13,157 6,41¢
Loss from discontinued operations, net of taxes — — — — (1,239
Net income (loss) (5,01 18,19¢ 3,31¢ 13,157 5,18¢
Basic net income (loss) per share from:

Continuing operations $ (0.39) % 115 % 0.2C $ 0.8C $ 0.3¢

Discontinued operations $ — 3 — 3 — $ — 3 (0.0¢)

Net income (loss) per share $ 0.39) % 1.1 $ 0.2C % 0.8C % 0.3Z
Diluted net income (loss) per share from:

Continuing operations $ 0.39) % 1.14 $ 0.2C % 0.8C % 0.3¢

Discontinued operations $ — % — % — 3 — % (0.09¢)

Net income (loss) per share $ 0.39) $ 1.14 $ 0.2C % 0.8C % 0.3Z
Shares used in per share calculation — basic 15,26¢ 15,86¢ 16,31t 16,44« 16,40¢
Shares used in per share calculation — diluted 15,26¢ 15,90: 16,41« 16,45: 16,41¢

Consolidated Balance Sheet Data:

Year Ended December 31,

2013 2012 2011 2010 2009
(In thousands, except per share data)
Cash and cash equivalents $ 66,22: $ 61,16¢ $ 38,74: % 41,18: $ 19,77¢
Working capital $ 30,91 % 42,65¢ $ 28,411 % 39,56: % 27,25(
Total assets $ 114,80: $ 97,83: $ 68,34¢ % 66,00: $ 46,13
Stockholders' equity $ 31,33 % 43,33¢ $ 34,75¢ % 45,88¢ $ 30,77:

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The information in this report contains forward#aty statements within the meaning of Section 27&e 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 Trawelnd our industry. These forward-looking statei:are subject to the many risks and
uncertainties that exist in our operations andri®ss environment that may cause actual resulf@rpemnce or achievements of Travelzoo to be
different from those expected or anticipated inftrevard-looking statements. Any statements coetdinerein that are not statements of
historical fact may be deemed to be forward-loolstajements. For example, words such as “may”J*Wghould”, “estimates”, “predicts”,
“potential”, “continue”, “strategy”, “believes”, ‘faticipates”, “plans”, “expects”, “intends”, and slar expressions are intended to identify
forward-looking statements. Travelzoo’s actual issand the timing of certain events could diffignéficantly from those anticipated in such
forward-looking statements. Factors that might eaarscontribute to such a discrepancy include abeinot limited to, those discussed elsewhere
in this report in the section entitled “Risk Fastoand the risks discussed in our other SEC filifigse forward-looking statements included in
this report reflect the beliefs of our managementte date of this report. Travelzoo undertakeebimation to update publicly any forward-
looking statements for any reason, even if newrinégion becomes available or other circumstancesran the future.
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Overview

Travelzoo Inc. (the “Company”, or “Travelzoo”) iggéobal Internet media company. We inform over 2Bion subscribers in North
America, Europe and Asia Pacific, as well as miliof website users, about the best travel andtamment deals available from thousands of
companies. Our deal experts source, research siaddek offers, recommending only those that meavdlzoos rigorous quality standards.
provide travel, entertainment and local businesstsa fast, flexible, and cost-effective way tach millions of consumers. Our revenues are
generated primarily from advertising fees. In AB&ific, theTravelzodbusiness is operated by Travelzoo (Asia) Limited @ravelzoo Japan
K.K. under a License agreement with Travelzoo Inc.

Our publications and products include #ravelzoovebsites (www.travelzoo.com, www.travelzoo.ca, wivavelzoo.co.uk,
www.travelzoo.de, www.travelzoo.es, www.travelzocainong others), thEravelzoo Top 2@-mail newsletter, and tiéewsflaste-mail alert
service. We operatBuperSearchy pay-per-click travel search tool, and Tiravelzoo Networka network of third-party websites that list deals
published by Travelzoo. We also operalgcom, a travel search engine that allows users to tyuankd easily find the best prices on flights
from hundreds of airlines and online travel agendie addition, oufrravelzoowebsites include odrocal DealsandGetawayproducts that allo
our subscribers to purchase vouchers for deals loead businesses such as spas, hotels and regguauchers are redeemable at the local
businesses during the promotional period. We recaipercentage of the face value of the voucher fhe local businesses.

In 2009, we sold our Asia Pacific operating segmiactuding our wholly-owned subsidiaries, TravalZ@sia) Limited and Travelzoo
Japan K.K., to Azzurro Capital Inc. We have not bighificant ongoing involvement with the operasaf the Asia Pacific operating segment
and have not had material economic interests i\#i@ Pacific operating segment since the compiaticthe sale. Starting November 1, 2009,
theTravelzoowebsites in Asia Pacific (cn.travelzoo.com, wwwélaoo.co.jp, www.travelzoo.com.au, www.travelzaochk,
www.travelzoo.com.tw, among others), fivelzoo Top 2@-mail newsletters in Asia Pacific and thewsflaste-mail alert service in Asia
Pacific have been published by Travelzoo (Asia)itachand Travelzoo Japan K.K., under a licenseeagent with the Company. There is a
reciprocal revenue-sharing agreement among théesntiperating th&ravelzodbusiness in Asia Pacific and the Company relatentdss-
selling audiences. In addition, as part of the sétbe Asia Pacific operating segment in 2009,Goenpany obtained an option, which expires in
June 2020, to repurchase the Asia Pacific busp@ssiant to the terms of the option agreement.

More than 2,000 companies use our services, inojudir New Zealand, Apple Vacation, British Airwaydarrah’s Entertainment,
Expedia, Fairmont Hotels and Resorts, Hilton Hotelerstate Hotels & Resorts, JetBlue Airways, Reyrs International, Liberty Travel,
Marriott Hotels, Royal Caribbean, Spirit Airlinestarwood Hotels & Resorts Worldwide, Travelocityitdd Airlines, and Virgin Atlantic.

We have two operating segments based on geograggians: North America and Europe. North Americasists of our operations in
Canada and the U.S. Europe consists of our opesaitioFrance, Germany, Spain, and the U.K. Foy#ae ended December 2013, Europea
operations were 29% of revenues. Financial infoionawith respect to our business segments andicditancial information about geographic
areas appears in Note 12 to the accompanying édasad financial statements.

When evaluating the financial condition and opa@performance of the Company, management focuséaancial and non-financial
indicators such as growth in the number of subscsibo the Company’s newsletters, operating magyowth in revenues in the absolute and
relative to the growth in reach of the Company’slmations measured as revenue per subscriberesetiue per employee as a measure of
productivity.

How We Generate Revenue

Our revenues are advertising revenues, consistingaply of listing fees paid by travel, entertaiant and local businesses to advertise
their offers on Travelzoo’s media properties. lngtfees are based on audience reach, placemertbenainistings, number of impressions,
number of clicks, number of referrals, or perceatafithe face value of vouchers sold. Insertiorecgdire typically for periods between one
month and twelve months and are not automaticatigwed. Merchant agreementsifocal DealsandGetawayadvertisers are typically for
twelve months and are not automatically renewedhdie three separate groups of our advertisingystedTravel, Search and Local.
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Our Travel category of revenue includes the pubiigsihevenue for negotiated high-quality deals fioavel companies, such as hotels,
airlines, cruises or car rentals and includes petedsuch a3op 20, Website, Newsflash, Travelzoo Netwaskwell asGetawaywouchers. The
revenues generated from these products are basadauge for number of e-mails delivered to ouri@unick, a fee for clicks delivered to the
advertisers, a fee for placement of the advertisimgur website or a fee based on a percentadee date value of vouchers sold or other items
sold. We recognize revenue upon delivery of theadlandelivery of the clicks, over the period chgément of the advertising and upon the sale
of the vouchers or other items sold.

Our Search category of revenue includes compagkopping tools for consumers to quickly and easiiypare airfares, hotel and car
rental prices and includ&uperSearchndFly.comproducts. The revenues generated from these pduetbased upon a fee for clicks
delivered to the advertisers or a fee for clickévdeed to advertisers that resulted in revenueafivertisers (i.e. successful clicks). We recognize
revenue upon delivery of the clicks or succesdfoks.

Our Local category of revenue includes the pubdighievenue for negotiated high-quality deals frosal businesses, such as restaurants,
spas, shows, and other activities and includesl Dealsvouchers and entertainment offers (vouchers amtidookings). The revenues
generated from these products are based upon enpege of the face value of vouchers or items aoldfee for clicks delivered to the
advertisers. We recognize revenue upon the sdaleofouchers, when we receive notification of thhea bookings or upon delivery of the
clicks. The Company earns a fee for acting as antdg these transactions, which is recorded oet &asis and is included in revenue upon
completion of the voucher sale. Certain merchantrects in foreign locations allow us to retainsfeelated to vouchers sold that are not
redeemed by purchasers upon expiration, which e@gréze as revenue after the expiration of themgdien period and after there are no
further obligations to provide funds to merchasts)scribers or others.

Trends in Our Business

Our ability to generate revenues in the future ddpeon numerous factors such as our ability tonsete advertising to existing and new
advertisers, our ability to increase our audiereeh and advertising rates and our ability to dgvahd launch new products.

Our current revenue model depends on advertisieg) faid primarily by travel, entertainment and ldessinesses. A number of factors
can influence whether current and new advertisecgle to advertise their offers with us. We haverbienpacted and expect to continue to be
impacted by external factors such as the shift fofitme to online advertising, the relative coraiit of the economy, competition and the
introduction of new methods of advertising. Theadtiction of competing services and changing sealgdrithms by search engines such as
Google, Yahoo! and Microsoft which may reduce #heel or quality of Internet traffic to our servi¢és particular our Search products,
SuperSearclhndFly.com, the competitive market pricing of voucher-bas#drings may lead to us reducing our take rate e commission)
in order to maintain or grow the number of quatigals and merchants we are seeking. For exampleptisolidation of the airline industry
reduced our revenues generated from this secergttuction of capacity in the airline industryuedd demand to advertise for excess capacity;
the introduction of new voucher-based productsretfdy competitive companies impacted our abibtgell our existing advertising products;
the reduction in spending by travel intermediades to their focus on improving profitability, thrend towards mobile usage by consumers, the
willingness of consumers to purchase the dealsdweréise, and the willingness of certain compeditiorgrow their business unprofitably. In
addition, we have been impacted and expect tormoatio be impacted by internal factors such aedhiction of new advertising products, hir
and relying on key employees for the continued teai@nce and growth of our business and ensuringauertising products continue to attract
the audience that advertisers desire. In respandedining Search product revenue, which inclusieserSearcandFly.comproducts, the
Company has initiated a performance review, whigy nesult in merging the products, discontinuingeplacing one or both of them.
Challenges in traffic acquisition from search eegiand poor monetization on mobile devices havéledntinued declines in Search revenue.
As we are reviewing these products and workingheir improvement, revenue from our Search produetg significantly decline.

Existing advertisers may shift from one advertisiegvice (e.gTop 20) to another (e.d-ocal DealsandGetaway). These shifts between
advertising services by advertisers could resufiniincremental revenue or less revenue than wiqure periods depending on the amount
purchased by the advertisers, and in particulah kdcal DealsandGetaway, depending on how many vouchers are purchasedldsgsbers.

Local revenues have been and may continue to @ealiar time due to market conditions driven by cetition and declines in consumer
demand. Since the introductionlajcal Dealsin 2010 andsetawayin 2011, we have seen a decline in the numbererfaae vouchers sold per
deal and a decrease in the average take rate darnedfrom the merchants for the voucher sold.
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Our ability to continue to generate advertisingeraye depends heavily upon our ability to maintaish grow an attractive audience to
reach with our advertising publications. We mondar subscribers and page views of our websitasgess our efforts to maintain and grow
audience reach. We obtain additional subscribetsaativity on our websites by acquiring trafficrindnternet search companies. The costs to
grow our audience have had, and we expect willisoatto have, a significant impact on our financgdults and can vary from period to period.
We may have to increase our expenditures on aoguiraffic to continue to grow or maintain our read our publications due to competition.
We continue to see a shift in the audience to agug®ur services through mobile devices and soc@lia. We are addressing this growing
channel of our audience through development ofwalvile applications and through marketing on satiatlia channels. However, we will ne
to keep pace with technological change and thigitte further address the shift in audience behariorder to offset any related declines in
revenue.

We believe that we can increase our advertisirgsranly if the reach of our publications increa¥és.do not know if we will be able to
increase the reach of our publications. If we dle to increase the reach of our publications, tillensay not be able to or want to increase rates
given market conditions such as intense competitianur industry. We have not had any significaterincrease in recent years due to intense
competition in our industry. Even if we increase mies, based upon the increased price this niceethe amount of advertisers willing to
advertise for the increased rates and therefoneedse our revenue.

We do not know what our cost of revenues as a ptage of revenues will be in future periods. Owstad revenues will increase if the
number of searches performedFg.comincreases because we pay a fee based on the nafidsarches performed éiy.com. Our cost of
revenues may increase if the face value of voudhetsve sell foLocal DealsandGetawayincreases or the total number of vouchers sold
increases because we have credit card fees basedage value of vouchers sold, due to customeicgecosts related to vouchers sold and due
to subscriber refunds on vouchers sold. We expectufitions in cost of revenues as a percentagevehues from quarter to quarter. Some of
the fluctuations may be significant and have a netanpact on our results of operations.

We do not know what our sales and marketing exgeasa percentage of revenue will be in futureogsrilncreased competition in our
industry may require us to increase advertisingfarbrand and for our products. In order to inseethe reach of our publications, we have to
acquire a significant number of new subscribemviery quarter and continue to promote our brane S)gnificant factor that impacts our
advertising expenses is the average cost per digpuisf a new subscriber. Increases in the avecageof acquiring new subscribers may result
in an increase of sales and marketing expensepasentage of revenue. We believe that the averagieper acquisition depends mainly on the
advertising rates which we pay for media buys,ahility to manage our subscriber acquisition effaticcessfully, and the degree of compet
in our industry. We may decide to accelerate obsestber acquisition for various strategic anditattreasons and, as a result, increase our
marketing expenses. We may see a unique opportianitybrand marketing campaign that will resulamincrease of marketing expenses. In
addition, there may be a significant number of stibsrs that cancel their subscription for varioemsons, which may drive us to spend more on
subscriber acquisition in order to replace the s$odtscribers. Further, we expect to continue aategy over time to replicate our business m
in selected foreign markets to result in a sigaificincrease in our sales and marketing expensekaae a material adverse impact on our re
of operations. Due to the continued desire to gnpawbusiness both in the North America and Europeexpect relatively high level of sales and
marketing expenses in the foreseeable future. Weatxluctuations in sales and marketing expensespgercentage of revenue from year to
and from quarter to quarter. Some of the flucturtimay be significant and have a material impacaiwrresults of operations. We expect
increased marketing expense to spur continued grovgubscribers and revenue in future periods;gvery we cannot be assured of this due to
the many factors that impact our growth in subsgstand revenue. We expect to adjust the levalaf smicremental spending during any given
quarter based upon market conditions as well apedormance in each quarter. We have increasedagdontinue to increase our spending
on sales and marketing to increase the numberrafulascribers and address the growing audiencerfiohile and social media channels, as
well as to increase our analytic capabilities totowously improve the presentation of our offesing our audience.
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We do not know what our general and administragixgenses as a percentage of revenue will be inefpieriods. There may be
fluctuations that have a material impact on ouultsf operations. We expect our headcount toigoatto increase in the future. The
Company'’s headcount is one of the main driverseofegal and administrative expenses. Therefore xweot our absolute general and
administrative expenses to continue to increaseeXgect our continued expansion into foreign markseter time and development of new
advertising formats to result in a significant diofial increase in our general and administratigeases. Our general and administrative
expenses as a percentage of revenue may alscaflectapending on the number of requests receiNaigdeto a program under which the
Company intends to make cash payments to peoplesgtablish that they were former stockholders aefv&zoo.com Corporation, and who
failed to submit requests to convert shares inav@lzoo Inc. within the required time period. Tpisgram is not available for individuals whc
promotional shares have been escheated to a gttte Eompany. We expect an increase in legal avigégsional fees due primarily to our
defense of legal proceedings and claims and congdiafforts. In addition, we expect to incur adufitil costs related to the development of our
hotel booking platform capabilities, which we aséloping, in part, to address the shift to motdeices. We expect this development will
result in costs in excess of $1.1 million during three months ending March 31, 2014.

We do not know what our income taxes will be irufetperiods. There may be fluctuations that hawegerial impact on our results of
operations. Our income taxes are dependent on lous&ictors such as the geographic mix of our fexabome, federal and state and foreign
country tax law and regulations and changes thetfltoamount of accumulated net operating lossave ko offset current taxable income, the
determination of whether valuation allowances fent&in tax assets are required or not, auditsiof pears' tax returns resulting in adjustments,
resolution of uncertain tax positions and differeaatment for certain items for tax versus boalchsas the disposition of our Asia business in
2009 or our State of Delaware settlement duringl28e expect fluctuations in our income taxes fya@ar to year and from quarter to quarter.
Some of the fluctuations may be significant andehawnaterial impact on our results of operations.

The key elements of our growth strategy includéding a travel and leisure brand with a large, kiglality user base and offering
products that keep pace with consumer preferemteemhnology, such as the trend toward mobile ubgigmnsumers. We expect to continue
our efforts to grow; however, we may not grow ormay experience slower growth. Some examples oéffarts to expand our business
internationally since our inception in the U.S. ddeen expansion to the U.K. in 2005, Canada i,28@rmany in 2006, France in 2007 and
Spain in 2008. We also have launched new prodaasow our revenue such as the introductioRlgfcomin 2009,Local Dealsin 2010,
Getawayin 2011 as well as our mobile application laundhe2011 and 2012. In late 2012, we bought an oriiotel booking platform to serve
hotels and to facilitate the development of ouehbboking platform. We have also increased oungjpg on addressing the shift of our
audience to mobile devices and social media.

We believe that we can sell more advertising ifrtfeeket for online advertising continues to growl #we can maintain or increase our
market share. We believe that the market for atbiegt continues to shift from offline to online. Vde not know if we will be able to maintain
increase our market share. We do not know if wehwilable to increase the number of our advertiseitse future. We do not know if we will
have market acceptance of our new products or whétle market will continue to accept our exisimgducts.
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Results of Operations

The following table sets forth, as a percentag®etail revenues, the results from our operationsHferperiods indicated.

Year Ended December 31,

2013 2012 2011
Revenues 100.C% 100.(% 100.(%
Cost of revenues 11.C 10.¢ 9.C
Gross profit 89.C 89.¢ 91.C
Operating expenses:
Sales and marketing 47.2 45.1 441
General and administrative 26.2 25.¢ 23.%
Unexchanged promotional shares 13.¢ 2.C 13
Total operating expenses 87.¢ 72.7 80.¢
Income from operations 14 16.¢ 10.1
Other income 0.2 0.2 0.2
Income before income taxes 1.7 17.1 10.:
Income taxes 4. 5.C 8.1
Net income (loss) (3.29% 12.1% 2.2%
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Operating Metrics

The following table sets forth operating metricNiorth America and Europe:

Years Ended December 31,
2013 2012 2011

North America
Total Subscribers 16,506,000 16,087,000 15,660,000

Average cost per acquisition of a new subscriber $ 141 $ 12 % il il
Revenue per employee (2) $ 3% % 44t 3 51C
Revenue per subscriber (3) $ 6.9¢ $ 6.9t % 7.61
Europe

Total Subscribers 6,768,001 6,371,001 5,806,001
Average cost per acquisition of a new subscriber $ 2.1¢ % 254 $ 2.8¢€
Revenue per employee (2) $ 29¢ % 291 $ 32z
Revenue per subscriber (3) $ 7.2¢ $ 730 $ 8.62

Consolidated
Total Subscribers (1) 23,274,00 22,458,00 21,466,00

Average cost per acquisition of a new subscriber $ 166 $ 1.7C $ 1.7¢
Revenue per employee (2) $ 362 % 38t % 441
Revenue per subscriber (3) $ 7.05 % 7.04 % 7.8E
@ In Asia Pacific, th@ravelzodbusiness is operated by Travelzoo (Asia) Limited @ravelzoo Japan K.K. under a license agreemeht wi

Travelzoo Inc. and is not owned by the Company. toke subscriber amounts exclude Asia Pacific stibsrs of 3,600,000, 3,600,000
and 3,100,000 for the years ended December 31, 2012 and 2011 , respectively.

(2)  Annual revenue divided by number of employeesaetid of the yee
(3)  Annual revenue divided by number of subscribeth@beginning of the ye:
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Revenues

The following table sets forth the breakdown ofenrewres (in thousands) by type and segment. Travehue includes travel publications
( Top 20, Website Newsflash Travelzoo Network andGetawawouchers. Search revenue inclu@egperSearchndFly.com. Local revenue
includesLocal Dealsvouchers and entertainment offers (vouchers armgtidirookings).

Year Ended December 31,

2013 2012 2011

North America

Travel $ 63,81: $ 56,63t $ 57,79¢

Search 20,70¢ 23,10: 23,98(

Local 27,43¢ 29,05( 26,77
Total North America revenues $ 111,958 $ 108,78 $ 108,54
Europe

Travel $ 34,63 $ 29,84: $ 27,43¢

Search 3,26¢ 4,14¢ 5,08¢

Local 8,38( 8,38¢ 7,27(C
Total Europe revenues $ 46,27¢ % 42,38. % 39,79
Consolidated

Travel $ 98,447 $ 86,48( $ 85,22¢

Search 23,96¢ 27,25( 29,06¢

Local 35,81¢ 37,43¢ 34,04«
Total revenues $ 158,23: $ 151,16¢ $ 148,34:

North America

North America revenues increased $3.2 million in208ompared to 2012 . This increase was primati&/ td an increase in Travel
revenues offset by a decrease in Search and Leeahues. The increase in Travel revenue of $7 lbbmivas primarily due to an increase in
revenues fronGetawayslue to increased number@&taways/ouchers sold and
an increase in revenues from travel publicatiorestduncreased number ofeails delivered. The decrease in Search revenéig.dfmillion was
primarily due to the decreased number of clicks ¢femerate revenue as a result of decreased spemlimaffic acquisition. The decrease in
Local revenues of $1.6 million was primarily duethe decreased numberlajcal Dealsvouchers sold and a decrease in the average tizke ra
earned on vouchers sold and a decrease in thegavialee rate earned by us from the merchants éovahcher sold.

North America revenues increased $238,000 in 20h#pared to 2011 . This increase was primarily dusntincrease in Local revenues,
offset by a decrease in Search and Travel reveiibesincrease in Local revenue of $2.3 million \wémarily due to the increased number of
Local Dealsvouchers sold. The decrease in Travel revenue .@frdillion was primarily due to lowéfop 20andNewsflastrevenue related to
certain online booking engines, hotels and airlioéset by an increase fro@etawaydue to increased number®&tawayvouchers sold. The
decrease in Search revenue of $879,000 was printhrd to the reduced number of clicks that genesatenue as a result of decreased spending
on traffic acquisition.

Europe

Europe revenues increased $3.9 million in 2013 @regpto 2012 . This increase was primarily duentinarease in Travel revenues offset
by a decrease in Search revenue. The increasawelevenue of $4.8 million was primarily due toiacrease fronGetawaydue to increased
number ofGetawayouchers sold and an increase in revenues froreltpablications due to an increased number of dsmalivered. The
decrease in Search revenue of $885,000 was printard to the decreased number of clicks that gemesaenue as a result of decreased
spending on traffic acquisition.
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Europe revenues increased $2.6 million in 2012 @egpto 2011 This increase was primarily due to growth of Eleand Local revenue
offset by a decrease in Search revenue. The iremedzavel revenue of $2.4 million was primarilyedto an increase frofBetawaydue to
increased number @etawayvouchers sold. The increase in Local revenue df 8fillion was primarily due to the increased numbferocal
Dealssold. The decrease in Search revenue of $940,08@rmaarily due to the decreased number of clibles generate revenue as a result of
decreased spending on traffic acquisition.

For 2013, 2012 and 2011 , none of our customamsuated for 10% or more of our revenue.

Foreign currency movements relative to the U.Sadglositively impacted our revenues from our opens in Europe by approximately
$70,000 for 2013 . Foreign currency movementsivedb the U.S. dollar negatively impacted our rawes from our operations in Europe by
approximately $1.4 million and $1.7 million for 2Dand 2011 , respectively.

Cost of Revenues

Cost of revenues consists primarily of network eygas, including fees we pay for co-location sexveed depreciation and maintenance
of network equipment, payments made to third-ppaitners of th@ravelzoo Networkfees we pay related to user searcheslpmom,
amortization of capitalized website developmentgosedit card fees, certain estimated subscréfands and customer service costs associatel
with vouchers we sell, and salary expenses assdoidth network operations and customer servidé €ast of revenues was $17.4 million,
$15.7 million and $13.3 million for the years end®etember 31, 2013, 2012 and 2011 , respectively.

Cost of revenue increased $1.7 million in 2013 caragd to 2012 . This increase was primarily duent;marease of $1.1 million in
payments made to third-party partners of Tn@velzoo Networkan increase of $488,000 limcal DealsandGetawaycosts including a $545,000
increase in credit card fees and a $449,000 inerieasalary and employee related expenses due filsirttaan increase in customer service
headcount, offset by an $819,000 decrease in shbscefunds.

Cost of revenue increased $2.5 million in 2012 cared to 2011 . This increase was primarily duentinarease of $657,000 in payments
made to third-party partners of theavelzoo Networlan increase ihocal DealsandGetawaycosts including a $643,000 in credit card fees and
a $521,000 increase in salary and employee redageeinses due primarily to an increase in custoereice headcount.
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Operating Expenses
Sales and Marketing

Sales and marketing expenses consist primarilgleérising and promotional expenses, salary expeassociated with sales, marketing
and production staff, expenses related to ourgipatiion in industry conferences, and public reladi expenses. Sales and marketing expenses
were $74.9 million, $68.2 million and $65.5 milliéor 2013 , 2012 and 2011 , respectively. Advergsexpenses accounted for 36%, 41% and
49%, respectively, of total sales and marketingeegps and consisted primarily of online advertigihich we refer to as traffic acquisition cost
and subscriber acquisition costs. The goal of duegising was to acquire new subscribers for enrad products, increase the traffic to our
websites, and increase brand awareness.

Sales and marketing expenses increased $6.6 niillia813 compared to 2012 . The increase was pitindre to an $8.8 million increase
in salary and employee related expenses due phntar@n increase in headcount, offset by a $116amidecrease in Search traffic acquisition
costs. These increases in salary and employeedaapenses were aligned with our investmentsdiegto drive future growth, which were
focused on increasing sales headcount, our anabytiabilities and our audience, both in terms ofilper of subscribers and the size of our
audience from growing sources such as mobile dswiod social media.

Sales and marketing expenses increased $2.7 miillia812 compared to 2011 . The increase was pitinthre to a $6.3 million increase
in salary and employee related expenses due phntaran increase in headcount, and a $1.0 miilienease in Search traffic acquisition costs,
offset by a $2.0 million dollar decrease in telesadvertising expense and a $2.6 million decr@asabscriber acquisition costs.

General and Administrative

General and administrative expenses consist piyrafrcompensation for administrative, executived aoftware development staff, fees
for professional services, rent, bad debt expearsertization of intangible assets, and generateffixpense. General and administrative
expenses were $41.7 million, $38.7 million and $34illion for 2013 , 2012 and 2011 , respectively.

General and administrative expenses increased§iflion in 2013 compared to 2012 . The increase prasarily due to a $1.9 million
increase in salary and employee related expengeprduarily to an increase in product developmeratdtount, and a $1.2 million increase in
rent, office and insurance expense due to themaintj expansion of our business.

General and administrative expenses increased§iflidn in 2012 compared to 2011 . The increase prasarily due to a $2.2 million
increase in salary and employee related expengeprduarily to an increase in headcount, and a 8ill®n increase in professional services
and other expenses and a $453,000 increase iroféog, and insurance expense due to the contineipansion of our business.

Unexchanged Promotional Shares

On April 21, 2011, the Company entered into an egent with the State of Delaware resolving allrokrelating to a previously-
announced unclaimed property review. The primasyeésaised in the preliminary findings from theiegy, received by the Company on
April 12, 2011, concerned the shares of Travelzbixlwhave not been claimed by former shareholdiefsavelzoo.com Corporation following
a 2002 merger, as previously disclosed in the coipaeport on Form 10-K. In the preliminary findmunder the unclaimed property review,
up to 3.0 million shares were identified as “denabid” under Delaware escheat laws. While the Compantinues to take the position that
such shares were a promotional incentive and vesteable only to persons who establish their eligilds shareholders, the Company
determined that it was in its best interest to grtlyrresolve all claims relating to the unclaimedgeerty review. Under the terms of the
agreement, the Company made a $20.0 million cagmgyat to the State of Delaware in April 2011 antkreed a complete release of those
claims. The $20.0 million payment was recordedresx@ense in the three months ended March 31, 2011.

Since March 2012, the Company has become subjectdiaimed property reviews by most of the othatestin the U.S. that relate
primarily to the unexchanged promotional mergeratiavhich were not covered by the settlement aledhse by the State of Delaware. During
the three months ended March 31, 2012, the Comgnayded a $3.0 million charge related to this ehexged promotional merger shares
contingency.
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I n October 2013, the Company entered into settleagneements with 35 additional states to resolesdlstates’ claims related to similar
unclaimed property audits. The muitiate settlement relates to approximately 700,@0@ianal shares of the Company that were not cditoy
residents of those states following the mergercivithose states claimed were subject to escheale Yibe Company disputes the states’ claims,
the Company determined that it was in its bestésteto resolve the disputes and settle with 3b@ftates. The remaining states have or may
raise claims on approximately 400,000 additionakeh that were not claimed following the mergerdsjdents in those states. During the three
months ended September 30, 2013, the Company extar$22.0 million charge related to the settlem#rgntered into and for potential future
settlements with the remaining states.

See Note 1 to the accompanying consolidated fiahstatements for further information on the unexaed promotional shares
contingency.

Other Income

Other income consisted primarily of interest earoedash, cash equivalents and restricted caslkelbasvincome from Travelzoo Asia
Pacific. Other income was $429,000, $309,000 ai@ $®O for 2013 , 2012 and 2011 , respectivelyeDitcome increased $120,000 from
2012 to 2013 . This increase was primarily dueigbdr income related to Travelzoo Asia Pacific armmteased interest income due to higher
cash balances. Other income increased $7,000 fédrh 2012 This increase was primarily due to increasedésteincome due to higher c:
balances.

Income Taxes

Our income is generally taxed in the U.S. and Caraaml our income tax provision reflect federafiestand country statutory rates
applicable to our levels of income, adjusted tetaito account expenses that are treated as hawingcognizable tax benefit. Income tax
expense was $7.7 million, $7.6 million and $12.0iam for 2013 , 2012 and 2011 , respectively. @fiective tax rate was 285%, 29% and 78%
for 2013, 2012 and 2011 , respectively.

Our effective tax rate increased in 2013 compase2Dii2 due primarily to the $22.0 million expensethe unexchanged promotional
shares that was treated as having no recognizableenefit in the year ended December 31, 2013 acedpto the $3.0 million expense for the
unexchanged promotional shares that was treatkdw@sg no recognizable tax benefit in the year dridecember 31, 2012. During 2013, an
income tax benefit of $1.1 million was recordeddoognize the utilization of the foreign net opgrgioss carryforward deferred tax assets in
2013. We expect that our effective tax rate infeifoeriods may fluctuate depending on the geogcaphi of our worldwide taxable income,
total amount of expenses representing paymentsoef stockholders, losses or gains incurred byoparations in Canada and Europe, and the
need for valuation allowances on certain tax asgetay.

The total amount of the valuation allowance at Datwer 31, 2013 decreased $1.1 million from the arnmeoorded as of December 31,
2012, primarily due to the utilization of foreiget operating loss carryforwards in 2013 .

U.S. income and foreign withholding taxes havebesn provided on undistributed earnings for cemain-U.S. subsidiaries. The
undistributed earnings on a book basis for thoseW&. subsidiaries are approximately $2.8 millibhe Company intends to reinvest these
earnings indefinitely in its operations outside th&. If the undistributed earnings are remittetheU.S. these amounts would be taxable in the
U.S. at the current federal and state tax ratesfrfeteign tax credits. Also, depending on thesgdiction any distribution may be subject to
withholding taxes at rates applicable for thatgdigtion.

We file income tax returns in the U.S. federalgdiction and various states and foreign jurisditgioNe are subject to U.S. federal and
certain state tax examinations for years after 20@Pare subject to California tax examinationsyfars after 2005. Our 2009 and 2010 federal
income tax returns are currently under examinatimeiuding a review of the impact of the sale ofédBacific business segment in 2009. We
believe that adequate amounts have been resemvadyf@djustments that may ultimately result frivase examinations, although we cannot
assure you that this will be the case given theraht uncertainties in these examinations.
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Segment Informatior

North America

Year Ended December 31,

2013 2012 2011
(In thousands)
Revenues $ 111,95 $ 108,78 $ 108,54¢
Income from operations $ 16,567 $ 21,48 % 30,11(
Income from operations as a % of revenues 15% 20% 28%

North America revenues increased $3.2 million in20ompared to 2012 (see “Revenues” above). NankeriEa expenses increased $8.2
million from 2012 to 2013 This increase was primarily due to an $8.1 milliocrease in salary and employee related expehseprimarily to
headcount increase.

North America revenues increased $238,000 in 20h#pared to 2011 (see “Revenues” above). North Ataerkpenses increased $9.1
million from 2011 to 2012 . This increase was priitgadue to a $6.6 million increase in salary amepdoyee related expenses due primarily to a
headcount increase, a $2.0 million increase in @ostvenue primarily related to an increase inmpegts made to third-party partners of the
Travelzoo Network, Local DeadsmdGetawaycredit card fees, customer service and certaincsilies refunds, and a $1.8 million increase in
Search traffic acquisition costs, offset by a $8ilion decrease in television advertising expesse a $794,000 decrease in subscriber
acquisition cost.

Europe
Year Ended December 31,
2013 2012 2011
(In thousands)
Revenues $ 46,27¢ $ 42,38. $ 39,79:
Income from operations $ 7,71C % 7,006 % 4,917
Income from operations as a % of revenues 17% 17% 12%

Europe revenues increased $3.9 million in 2013 @egpto 2012 (see “Revenues” above). Europe expémseased $3.5 million from
2012 to 2013 . This increase was primarily due $2.8 million increase in salary and employee esl@xpense due primarily to a headcount
increase, and a $616,000 increase in cost of revenmarily related thocal DealsandGetaway<redit card fees and customer service.

Europe revenues increased $2.6 million in 2012 @egto 2011 (see “Revenues” above). Europe expénseased $500,000 fro2d11
to 2012 . This increase was primarily due to a @0 increase in cost of revenue primarily reldtedn increase ihocal DealsandGetaway
credit card fees, customer service and certaincsiloles refunds, and a $2.1 million increase inryaéend employee related expense due prim
to a headcount increase, offset by a $1.8 milliecrélase in subscriber acquisition cost.

Foreign currency movements relative to the U.Sadaolegatively impacted our income from our operatiin Europe by approximately
$55,000, $16,000 and $119,000 for 2013 , 2012 &id 2respectively.

Liquidity and Capital Resource

As of December 31, 201,3ve had $66.2 million in cash and cash equivaleritashich $48.4 million was held outside the UrScertain o
our foreign operations. If these assets are dig&ibto the U.S., we may be subject to addition8l. thxes in certain circumstances. Cash and
cash equivalents increased from $61.2 million a8edember 31, 2012 primarily as a result of cashiged by operating activities, offset by
cash used in investing and financing activitiegxdained below. We expect that cash on hand wiBifficient to provide for working capital
needs for at least the next 12 months.
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Year Ended December 31,

2013 2012 2011
(In thousands)
Net cash provided by operating activities $ 16,85 $  36,70C $ 15,63:
Net cash used in investing activities (3,675 (3,697 (2,460
Net cash used in financing activities (8,457 (11,510 (14,81%)
Effect of exchange rate changes on cash and casratmts 32¢ 92¢ (796)
Net increase (decrease) in cash and cash equisalent $ 5,05¢ % 22,42 % (2,440

Net cash provided by operating activities is nebine adjusted for certain non-cash items and clsaingessets and liabilities. Net cash
provided by operating activities was $16.8 millfon 2013, which consisted of a net loss of $5.0iani| adjustments for non-cash items of $5.1
million and a $16.8 million increase in cash fronanges in working capital. & ustments for non-cash items primarily consistefi@ million
of stock-based compensation expense and $1.4 mifidepreciation and amortization expense on ptpad equipment. In addition, the
increase in cash from changes in working capitiities primarily consisted of $9.7 million in ated expenses for unexchanged promotional
shares, $4.0 million in income taxes receivable $h& million in accounts payable.

Net cash provided by operating activities was $36illfon for 2012, which consisted of a net inconfeb18.2 million, adjustments for
non-cash items of $1.7 million and a $16.8 millinarease in cash from changes in working capitaf. Ustments for non-cash items primarily
consisted of $1.2 million of stock-based compensatixpense and $2.5 million of depreciation andréimadion expense on property and
equipment, offset by $2.2 million of deferred inaaxes. In addition, the increase in cash froormgls in working capital activities primarily
consisted of $6.5 million in accounts payable, $6iion in accrued expenses and $5.2 million icome taxes receivable.

Net cash provided by operating activities was $hailéon for 2011, which consisted of a net inconfeb3.3 million, adjustments for non-
cash items of $3.0 million and a $9.3 million irese in cash from changes in working capitadj dstments for non-cash items primarily
consisted of $2.7 million of depreciation and arnzation expense on property and equipment. In muidithe increase in cash from changes in
working capital activities primarily consisted dfZ1 million in accounts payable, offset by $3.1lion in income taxes receivable.

Cash paid for income tax was in 2013, 2012 and 2041 $2.6 million, $4.9 million and $15.0 milliorespectively.

Net cash used in investing activities for 2013,26mhd 2011 was $3.7 million, $3.7 million and $&hi#lion, respectively. The cash usec
investing activities in 2013 was due primarily @ % million in purchases of property and equipmefiset by $1.8 million release of restricted
cash. Net cash used in investing activities in 284@ 2011 were due primarily to purchases of ptgmerd equipment.

Net cash used in financing activities for 2013,2@hd 2011was $8.5 million, $11.5 million and $1#hi8ion, respectively, which was d
primarily to repurchases of our common stock.

In April 2011, the Company entered into an agreemaaich required a $20.0 million cash payment ® $tate of Delaware resolving all
claims relating to the State of Delaware’s unclalmeoperty review, which related primarily to ther@pany’s unexchanged promotional shares
contingency. In addition, based on multiple othatesclaims and settlements with the Company régguttie unexchanged promotional shares
contingency, the Company made a $12.3 million gasfment to the settled states after completioh@féquired due diligence in the year er
December 31, 2013 . The Company has maintaineda&stil reserves related to the remaining statgsotential claims and future settlements.

The Company is continuing its program under whichakes cash payments to people who establishhéatsatisfied the conditions to
receive shares of Travelzoo.com Corporation, and falked to submit requests to convert their sharesshares of Travelzoo Inc. within the
required time period.

See Note 1 to the accompanying consolidated fiehstatements for further information on the unexaed promotional shares
contingency and related cash program.
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Our capital requirements depend on a number obifacincluding market acceptance of our productssamnvices, the amount of our
resources we devote to the development of new ptedcash payments to former stockholders of Tesetom Corporation or to their original
domicile state as unclaimed property, expansiosuofoperations, and the amount of resources weteéogromoting awareness of our
TravelzocandFly.combrands. Since the inception of the program undeéclhwve make cash payments to people who estabiatthey were
former stockholders of Travelzoo.com Corporatiord aho failed to submit requests to convert thie@iraes into shares of Travelzoo Inc. within
the required time period, we have incurred expeas82.9 million. While future payments for thisogram are expected to decrease, the total
cost of this program is still undeterminable beesititss dependent on our stock price and on thelraurof valid requests ultimately received. In
addition, we do not know if the current unclaimedperty audits that are focused on the unexchapgedotional shares will result in additior
payments, in excess of our reserves, to statewmef stockholders of Travelzoo.com Corporation.

Consistent with our growth, we have experiencedurtial increases in our cost of revenues, sal@srearketing expenses and our ger
and administrative expenses, including increasesdduct development costs, and we anticipatetitigse increases will continue for the
foreseeable future. We believe cash on hand widlufficient to pay such costs for at least the mextve months. In addition, we will continue
to evaluate possible investments in businessedupt® and technologies, the consummation of anyhidh would increase our capital
requirements.

Although we currently believe that we have sufiitieapital resources to meet our anticipated workipital and capital expenditure
requirements for at least the next twelve monthanticipated events and opportunities or a lessrédte than expected development of our
business with one or more of advertising formatg neguire us to sell additional equity or debt siims or establish new credit facilities to re
capital in order to meet our capital requirements.

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

If the development of our business is less faver#tidin expected, we may decide to significantlyicedhe size of our operations and
marketing expenses in certain markets with theativje of reducing cash outflow.

The information set forth under “Note 5 — Commitrieeand Contingencies” to the accompanying cons@itifinancial statements
included in Part I, Item 8 of this report is inporated herein by reference. Litigation and clagmainst the Company may result in legal defi
costs, settlements or judgments that could havaterial impact on our financial condition.

The following summarizes our principal contractcammitments as of December 31, 2013 (in thousands):

2014 2015 2016 2017 2018 Thereafter Total
Operating leases $ 565( $ 4781 $ 4,13¢ $ 365¢ $ 3,14€ $ 11,84 $ 33,21¢
Purchase obligations 1,332 37C 17 — — — 1,71¢
Total commitments $ 698 $ 5151 $ 4,15¢ $ 3656 $ 3,146 $ 11,84 $ 34,93

We also have contingencies related to net unrezedriax benefits of approximately $10.4 millionch$ecember 31, 2013 . We are
unable to make reasonably reliable estimates ofirttieg of the cash settlements with the respedtxéng authorities.

Critical Accounting Policies

We believe that there are a number of accountifigips that are critical to understanding our hista and future performance, as these
policies affect the reported amounts of revenuethadnore significant areas involving managenssjudgments and estimates. These signifi
accounting policies relate to revenue recognitieserve for subscriber refunds, allowance for dolibtcounts, income tax and loss
contingencies. These policies, and our procedelased to these policies, are described in detddiv.
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Revenue Recognitic

We recognize advertising revenues in the periaglhiich the advertisement is displayed, provided ¢#vadence of an arrangement exists,
the fees are fixed or determinable and collectioth® resulting receivable is reasonably assufédikedd-fee advertising is displayed over a term
greater than one month, revenues are recognizabplyaiver the period as described below. The nigjofiinsertion orders have terms that be
and end in a quarterly reporting period. In theesaghere at the end of a quarterly reporting patiederm of an insertion order is not complete,
the Company allocates the total arrangement feadh element based on the relative estimatedggltine of each element. The Company uses
prices stated on its internal rate card, whichesents stand-alone sales prices, to establishagstinselling prices. The stand-alone price is the
price that would be charged if the advertiser paseld only the individual insertion. Fees for vaddbe advertising arrangements are recogr
based on the number of impressions displayed, nuoflmticks delivered, or number of referrals geated during the period. Under these
policies, no revenue is recognized unless perse&@silence of an arrangement exists, delivery basreed, the fee is fixed or determinable,
collection is deemed reasonably assured. The Coympaaiuates each of these criteria as follows:

. Evidence of an arrangemel We consider an insertion order signed by the dibegror its agency to be evidence of an
arrangement.
. Delivery. Delivery is considered to occur when the advergjsias been displayed and, if applicable, the ¢hc&ughs have

been delivered and the voucher sale has been cauple

. Fixed or determinable fe: We consider the fee to be fixed or determinabtkéffee is not subject to refund or adjustment and
payment terms are standard.

. Collection is deemed reasonably assuréde conduct a credit review for all advertisingigactions at the time of the
arrangement to determine the creditworthinessetivertiser. Collection is deemed reasonably edsfiwe expect that the
advertiser will be able to pay amounts under thengement as payments become due. Collection metkaot reasonably
assured when an advertiser is perceived to baamdial distress, which may be evidenced by wedltsitry conditions, a
bankruptcy filing, or previously billed amounts tlzee past due. If we determine that collectiondsreasonably assured, then
we defer the revenue and recognize the revenue egsincollection. Collection is deemed reasonassyieed for our voucher
sales to consumers as these transactions reqaites¢hof credit cards subject to authorization.

Revenues from advertising sold to advertisers tiinagencies are reported at the net amount bdléokt agency.

We started selling vouchers for local businessek a8 spas, hotels and restaurants usingaeal Dealsproduct in the third quarter 2010
and ourGetawaygproducts in the second quarter 2011. The Compamg @afee for acting as an agent in these trasactihich is recorded on
a net basis and is included in revenue upon coioplef the voucher sale. Certain merchant contriactsreign locations allow us to retain fees
related to vouchers sold that are not redeemedifihpsers upon expiration, which we recognize asmae after the expiration of the
redemption period and after there are no furthégations to provide funds to merchants, subscsiloerothers.

Reserve for Subscriber Refur

We record an estimated reserve for subscriber dsfbased on our historical experience at the tewenue is recorded fowocal Dealsanc
Getawayvoucher sales. We accrue costs associated withdefin accrued expenses on the consolidated badiieets. We consider many key
factors such as the historical refunds based uptime lag since the sale, historical reasonsefiuinds, time period that remains until the deal
expiration date, any changes in refund procedurdseatimates of redemptions and breakage. Showyldfahese factors change, the estimates
made by management will also change, which coufthiththe level of our future reserves for subscrib&inds. Specifically, if the financial
condition of our advertisers, the business thptésiding the vouchered service, were to deterigraffecting their ability to provide the services
to our subscribers, additional reserves for subscriefunds may be required.

Estimated subscriber refunds that are determinée recoverable from the merchant are recordeaeionsolidated statements of
operations as a reduction to revenue. Estimatestsbler refunds that are determined not to be medle from the merchant are presented as a
cost of revenue. If our judgments regarding es&aaubscriber refunds are inaccurate, reportedtsesfioperations could differ from the
amount we previously accrued.
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Allowance for Doubtful Accoun

We record a provision for doubtful accounts basedwr historical experience of write-offs and aadletl assessment of our accounts
receivable and allowance for doubtful accountedtimating the provision for doubtful accounts, agement considers the age of the accounts
receivable, our historical write-offs, the credittfoness of the advertiser, the economic conditmfrtbie advertiser’'s industry, and general
economic conditions, among other factors. Shoujdadthese factors change, the estimates made hggeanent will also change, which could
impact the level of our future provision for doubbthccounts. Specifically, if the financial conditiof our advertisers were to deteriorate,
affecting their ability to make payments, additibpovision for doubtful accounts may be required.

Income Taxe

We are subject to income taxes in the U.S. and numsdoreign jurisdictions. Significant judgmentégjuired in evaluating our uncertain
tax positions and determining our provision forane taxes. Although we believe we have adequagsigrved for our uncertain tax positions,
no assurance can be given that the final tax owtoointhese matters will not be different. We adfhstse reserves in light of changing facts and
circumstances, such as the closing of a tax auditeorefinement of an estimate. To the extenttiafinal tax outcome of these matters is
different than the amounts recorded, such diffexemnill impact the provision for income taxes ie theriod in which such determination is
made. The provision for income taxes includes itgeict of reserve provisions and changes to resémaesre considered appropriate, as we
the related net interest.

Our effective tax rates have differed from theugtaty rate primarily due to the tax impact of fgeioperations, state taxes, certain ben
realized related to stock option activities, reskand experimentation tax credits, the extentdbaearnings are indefinitely reinvested outside
the U.S. and tax asset valuation allowance detetinims, including on certain loss carryforwards: the years ended December 31, 2013 and
2012, our effective tax rates were 285% and 2@%pectively. Our future effective tax rates cowdnaterially impacted by earnings being
lower than anticipated in countries where we haweel statutory rates and higher than anticipatemimtries where we have higher statutory
rates, changes in the deferred tax assets orfii@bilchanges in tax asset valuation allowancerdenations, changes in our judgment about
whether certain foreign earnings are indefiniteiywvested outside the U.S., or changes in tax lexgsilations, and accounting principles. In
addition, we are subject to the continuous exarngnaif our income tax returns by the IRS and othzrauthorities. We regularly assess the
likelihood of adverse outcomes resulting from thesaminations to determine the adequacy of ourigimvfor income taxes.

Loss Contingencie

We are involved in claims, suits, and proceedingsrey from the ordinary course of our business.ftord a provision for a liability
when we believe that it is both probable that hilig has been incurred, and the amount can bsoregbly estimated. Significant judgment is
required to determine both probability and thenested amount. Such claim proceedings are inheranflyedictable and subject to significant
uncertainties, some of which are beyond our con8bbuld any of these estimates and assumptiomgela prove to have been incorrect, it
could have a material impact on our results of apens, financial position and cash flows. We hse&eeral known loss contingencies such as
our liability to former stockholders of Travelzoom Corporation that may be realized as a resuwtioftash program for these claimants, state
unclaimed property claims and lawsuits, includirdgavative lawsuit as well as a patent infringetriawsuit. Please refer to Note 5 to the
accompanying consolidated financial statementéuither information regarding our loss contingescie

Recent Accounting Pronounceme

See “Note 1 — Summary of Significant Accountingi€iek” to the accompanying consolidated finandatesments included in this report,
regarding our significant accounting policies angl anpact of certain recent accounting pronouncemen our consolidated financial
statements.
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Iltem 7A. Quantitative and Qualitative Disclosures About MakRisk

We believe that our potential exposure to changasarket interest rates is not material. The Compeas no outstanding debt and is not a
party to any derivative transactions. We investighly liquid investments with short maturities. @cdingly, we do not expect any material loss
from these investments.

Our operations in Canada expose us to foreign eyrask associated with agreements being denoedniatCanadian Dollars. Our
operations in Europe expose us to foreign curreiskyassociated with agreements being denominat&difish Pound Sterling and Euros. We
are exposed to foreign currency risk associateh flvittuations of these currencies as the finargiaition and operating results of our
operations in Canada and Europe are translatedJusodollars for consolidation purposes. We dousa derivative instruments to hedge these
exposures. We are a net receiver of U.S. dollars four foreign subsidiaries and therefore benedinfa weaker U.S. dollar and are adversely
affected by a stronger U.S. dollar relative toftiveign currency used by the foreign subsidiaritsaginctional currency. We have performed a
sensitivity analysis as of December 31, 2013 ,quaimodeling technique that measures the chante ifair values arising from a hypothetical
10% adverse movement in the levels of foreign cunyeexchange rates relative to the U.S. dollar aitlother variables held constant. The
foreign currency exchange rates we used were lmsathrket rates in effect at December 31, 2013.sEmsitivity analysis indicated that a
hypothetical 10% adverse movement in foreign cuyerxchange rates would result in an incrementaV D0 foreign exchange loss for the
year endeDecember 31, 2013 .
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Travelzoo Inc.:

We have audited the accompanying consolidated talsimeets of Travelzoo Inc. and subsidiaries (Txaog as of December 31, 2013 .
2012, and the related consolidated statementsashtipns, comprehensive income (loss), stockhdlegrsty, and cash flows for each of the
years in the thre-year period ended December 31, 2013. We also duadited Travelzoo's internal control over financegorting as of
December 31, 2013, based on criteria establishedemal Control - Integrated Framework (1998%sued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSCQgvélzoo's management is responsible for these lidatel financial statements, for
maintaining effective internal control over finaalcieporting, and for its assessment of the effeatss of internal control over financial
reporting, included in Management's Annual Repartrdernal Control over Financial Reporting appeguinder Item 9A. Our responsibility is
to express an opinion on these consolidated fimdstatements and an opinion on Travelzoo's inteorarol over financial reporting based on
our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaflqUnited States). Those
standards require that we plan and perform thesitabbtain reasonable assurance about whethén#émeial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all er&l respects. Our audits of the consolidi
financial statements included examining, on akasts, evidence supporting the amounts and diselesn the financial statements, assessin
accounting principles used and significant estimatade by management, and evaluating the overahdial statement presentation. Our audit
of internal control over financial reporting inclkedi obtaining an understanding of internal contv@rdinancial reporting, assessing the risk that
a material weakness exists, and testing and evaduidite design and operating effectiveness of iiatlecontrol based on the assessed risk. Our
audits also included performing such other proceslas we considered necessary in the circumstaieelelieve that our audits provide a
reasonable basis for our opinions.

A company's internal control over financial repogtis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordanttegeinerally accepted accounting principles.
A company's internal control over financial repogtincludes those policies and procedures thai€dtpin to the maintenance of records that, in
reasonable detail, accurately and fairly refleetttiansactions and dispositions of the assetsoddmpany; (2) provide reasonable assurance tha
transactions are recorded as necessary to perepiagation of financial statements in accordanchk génerally accepted accounting principles,
and that receipts and expenditures of the companigeing made only in accordance with authorizatimihmanagement and directors of the
company; and (3) provide reasonable assurancediagarevention or timely detection of unauthorizedjuisition, use, or disposition of the
company's assets that could have a material effettie financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of
any evaluation of effectiveness to future periodssaibject to the risk that controls may becomedenaate because of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the consolidated financial statetagaferred to above present fairly, in all mateapects, the financial position of
Travelzoo Inc. and subsidiaries as of DecembeB13 and 2012, and the results of their operatmastheir cash flows for each of the years in
the three-year period ended December 31, 2013 nfommity with U.S. generally accepted accountiniggples. Also in our opinion, Travelzoo
maintained, in all material respects, effectiveingal control over financial reporting as of Decem®l, 2013, based on criteria established in
Internal Control- Integrated Framework (1992sued by COSO.

/sl KPMG LLP

Santa Clara, California
February 11, 2014
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Current assets:
Cash and cash equivalents

Accounts receivable, less allowance for doubtfbants of $428 and $498 as of December 31, 2012ah3,

respectively
Income tax receivable

Deposits

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

ASSETS

Prepaid expenses and other current assets

Deferred tax assets
Restricted cash

Funds held for reverse/forward stock split

Total current assets
Deposits, less current portion

Deferred tax assets, less current portion

Restricted cash
Property and equipment, net
Intangible assets, net

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Deferred rent

Reserve for unexchanged promotional shares
Payable to shareholders for reverse/forward stplik s

Total current liabilities
Long-term tax liabilities
Deferred rent, less current portion
Commitments and contingencies
Stockholders’ equity:

Preferred stock, $0.01 par value per share (5,886s authorized; none issued)

Common stock, $0.01 par value (40,000 shares am#thrl5,801 shares issued and 14,991 shares ruitsga
as of December 31, 2013 and 15,801 shares issaethaB62 shares outstanding as of December 31)2012

Treasury stock (at cost, 810 shares and 439 shaf@scember 31, 2013 and 2012, respectively)

Additional paid-in capital
Retained earnings

Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financisdrsients.
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December 31,

December 31,

2013 2012
66,22: $ 61,16¢
13,98 13,62¢

2,65¢ 6,68:
39€ 38¢
3,20: 2,26(
1,14¢ 2,19¢
20C —
13,66¢ —
101,47 86,32(
1,16¢ 1,107
2,03: 1,71(
1,47¢ 3,39¢
8,24¢ 4,31¢
404 98¢
114,80; $ 97,831
31,76¢  $ 28,69t
10,54 8,99:
1,57¢ 2,69¢
281 28C
12,72¢ 3,00(
13,66¢ —
70,56: 43,66¢
10,43¢ 10,03(
2,46¢ 79¢
162 162
(15,66 (7,899
10,24 8,86:
37,117 42,94¢
(530) (737)
31,33t 43,33¢
114,80; $ 97,83:




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

Year Ended December 31,

2013 2012 2011
Revenues $ 158,23: % 151,16¢ $ 148,34.
Cost of revenues 17,40z 15,74¢ 13,28:
Gross profit 140,83: 135,42: 135,05¢
Operating expenses:
Sales and marketing 74,87( 68,24: 65,49(
General and administrative 41,68¢ 38,69: 34,547
Unexchanged promotional shares 22,00( 3,00 20,00(
Total operating expenses 138,55 109,93¢ 120,03
Income from operations 2,27¢ 25,48¢ 15,02:
Other income 42¢ 30¢ 302
Income before income taxes 2,70 25,79¢ 15,32«
Income taxes 7,71¢ 7,60( 12,00¢
Net income (loss) $ (5,010 $ 18,19¢ $ 3,31¢
Basic net income (loss) per share $ (0.3)) % 1.1t $ 0.2C
Diluted net income (loss) per share $ 0.39) $ 1.14 % 0.2C
Shares used in computing basic net income (loshzee 15,26¢ 15,86¢ 16,31t
Shares used in computing diluted net income (lpsskhare 15,26¢ 15,90: 16,41«

See accompanying notes to consolidated financisdrsients.
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TRAVELZOO INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(In thousands)

Year Ended December 31,

2013 2012 2011
Net income (loss) $ (5,010 $ 18,19¢ $ 3,31¢
Other comprehensive income (loss):
Foreign currency translation adjustment 207 68t (3849
Total comprehensive income (loss) $ (4,809 $ 18,88: $ 2,93¢

See accompanying notes to consolidated financisdrsients.

51




TRAVELZOO INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands, except per share amounts)

Accumulated

Balances, December 31, 2010

Stock-based compensation expense

Proceeds from exercise of stock
options
Repurchase of common stock

Tax benefit from stock option
exercise

Foreign currency translation
adjustment

Net income

Balances, December 31, 2011
Stock-based compensation expen
Retirement of treasury stock
Repurchase of common stock

Foreign currency translation
adjustment

Net income

Balances, December 31, 2012
Stock-based compensation expen
Repurchase of common stock

Shares fractionalized from
reverse/forward stock split, includil
transaction costs

Proceeds from sale of shares
fractionalized from reverse/forward
stock split, including transaction
costs

Foreign currency translation
adjustment

Net loss

Balances, December 31, 2013

Common Stock Additional Other Total
Treasury Paid-In Retained Comprehensive Stockholders’
Shares Amount Stock Capital Earnings Loss Equity

16,44 $ 164 — 6,59¢ $ 40,16f $ (1,039 $ 45,88¢
— — — 75C — — 75C

18 — — 40 — — 4C
(500) — (15,129 — — — (15,129
— — — 26¢ — — 26¢
— — — — (389 (384)

— — — — 3,31¢ — 3,31¢
15,96: 164 (15,129 7,65¢ 43,48¢ (1,422) 34,75¢
— — — 1,20i — — 1,20i
(161) (1) 18,73 (18,739 —
(439 — (11,510 — — — (11,510
— — — — — 68¢ 68¢

— — — — 18,19¢ — 18,19¢
15,36: 168 (7,899 8,86: 42,94¢ (737) 43,33¢
— — — 1,38¢ — — 1,38¢
(371) — (7,769 — — — (7,762
(64%) (6) (14,01) — — — (14,029
647 6 14,01" (820) 13,20:
— — — — — 207 207
— — — — (5,019 — (5,019
14,99 $ 165 $ (15,66) $ 10,247 $ 37,117 $ (530 $ 31,33t

See accompanying notes to consolidated financisdrsients.
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Cash flows from operating activities:

Net income (loss)

TRAVELZOO INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Adjustments to reconcile net income (loss) to @eshcprovided by operating activities:
Depreciation and amortization

Deferred income tax
Stock-based compensation

Provision for losses on accounts receivable
Tax benefit of stock option exercise

Net foreign currency effect

Changes in operating assets and liabilities:

Accounts receivable
Deposits
Income tax receivable

Prepaid expenses and other current assets

Accounts payable
Accrued expenses
Deferred revenue
Deferred rent
Income tax payable

Reserve for unexchanged promotional shares
Other non-current liabilities
Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment

Purchases of intangible asset

Release (increase) of restricted cash
Net cash used in investing activities

Cash flows from financing activities:
Repurchase of common stock

Reverse/forward stock split, including transactiosts
Proceeds from exercise of stock options
Tax benefit of stock option exercise

Net cash used in financing activities

Effect of exchange rate changes on cash and casratmts
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:

Cash paid for income taxes, net of refunds received

Funds held by transfer agent for settlement ofnsa/éorward stock split
Payable to shareholders for reverse/forward stplik s

Leasehold improvements funded by landlord

See accompanying notes to consolidated financisdrsients.
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Year Ended December 31,

2013 2012 2011
$ (501) $ 18,19¢ $ 3,31¢
2,98( 2,53¢ 2,72t
70€ (2,179) (337)
1,38¢ 1,207 75C
(29) 162 52
— — (26€)
33 (4) 81
(179 (285) (14€)
(50) (40€) (667)
4,04z 5,171 (3,099)
(1,05¢) 15 (635)
2,82¢ 6,47¢ 12,12t
1,51¢ 2,56¢ 25€
(1,121) 51z 852
682 45 20¢
(6) (285) (36¢)
9,72¢ 3,00( —
40€ (35) 77€
16,85:  36,70( 15,63:
(546])  (2,74) (2,460
— (677) —
1,78¢ (272) —
(3,679 (3,699 (2,460
(7,769 (11,510 (15,129
(68€) — —
— ] 40
— — 26€
(8455 (11,510 (14,81
32¢ 92¢ (79€)
505 22,42 (2,440)
61,16¢ 38,74 41,18«
$ 66,220 $ 61,16¢ $ 38,74
$ 260¢ $ 4937 $ 1502
$ 13,55¢ — —
$ 13,66¢ . .
$  70E — —




TRAVELZOO INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Summary of Significant Accounting Policies

(a) The Company and Basis of Presentation

Travelzoo Inc. (the “Company” or “Travelzoo”) igg&obal Internet media company. We inform over 28iom subscribers in North
America, Europe and Asia Pacific, as well as milieof website users, about the best travel, eimerent and local deals available from
thousands of companies. Our deal experts soursegameh and test-book offers, recommending onlyettiost meet Travelzoo’s rigorous quality
standards. We provide travel, entertainment, acal lousinesses with a fast, flexible, and costcéiffe way to reach millions of consumers. Our
revenues are generated primarily from advertisges f In Asia Pacific, thEravelzodbusiness is operated by Travelzoo (Asia) Limited an
Travelzoo Japan K.K. under a license agreementTvkielzoo Inc. and is not owned by the Company.

Our publications and products include #ravelzoovebsites (www.travelzoo.com, www.travelzoo.ca, wivavelzoo.co.uk,
www.travelzoo.de, www.travelzoo.es, www.travelzocainong others), thEravelzoo Top 2@-mail newsletter, thEewsflashe-mail alert
service, theSuperSearcpay-per-click travel search tool, and thevelzoo Networka network of third-party websites that list trbgteals
published by Travelzoo. We also operalg.com, a travel search engine that allows users to tyuaokd easily find the best prices on flights
from hundreds of airlines and online travel agendie addition, oufrravelzoowvebsites include odrocal DealsandGetawayproducts that allo
our subscribers to purchase vouchers for deals lvead businesses such as spas, hotels and regguauchers are redeemable at the local
businesses during the promotional period. We recaipercentage of the face value of the voucher the local businesses.

Since November 1, 2009, theavelzoowebsites in Asia Pacific (cn.travelzoo.com, wwwélzo0o.co.jp, www.travelzoo.com.au,
www.travelzoo.com.hk, www.travelzoo.com.tw, amonigens), thelravelzoo Top 2@-mail newsletters in Asia Pacific and thewsflashe-mail
alert service in Asia Pacific have been publishedtavelzoo (Asia) Limited and Travelzoo Japan Kwholly owned subsidiaries of Azzurro
Capital Inc., under a license agreement with then@any. There is a reciprocal revenue-sharing aggaeamong the entities operating the
Travelzodbusiness in Asia Pacific and the Company relatestdes-selling audiences.

Ralph Bartel, who founded Travelzoo and who is @€or of the Company is the sole beneficiary ef #alph Bartel 2005 Trust, which is
the controlling shareholder of Azzurro Capital 1As. of December 31, 2013 , Azzurro is the Compalaytgest stockholder, holding
approximately 48.2% of the outstanding shares.

The consolidated financial statements include tdo@ants of the Company and its wholly-owned subsie$. All significant intercompany
accounts and transactions have been eliminateshisotidation. All foreign subsidiaries use the loaarency of their respective countries as
their functional currency. Assets and liabilities &ranslated into U.S. dollars at exchange rateggiling at the balance sheet dates. Revenues,
costs and expenses are translated into U.S. dali@#erage exchange rates for the period. Cestainperiod amounts have been reclassified to
conform to current year presentation.

The Company was formed as a result of a combinatimhmerger of entities founded by the Company’®rita stockholder, Ralph
Bartel. In 1998, Mr. Bartel founded Travelzoo.comr@ration, a Bahamas corporation, which issue8%H874 shares via the Internet to
approximately 700,000 “Netsurfer stockholders”riorcash consideration, but subject to certain ¢mmdi as referred to below. In 1998,
Mr. Bartel also founded Silicon Channels Corpomati California corporation, to operate fhavelzoowebsite. During 2001, Travelzoo Inc.
was formed as a subsidiary of Travelzoo.com Cotmoraand Mr. Bartel contributed all of the outsdarg shares of Silicon Channels
Corporation to Travelzoo Inc. in exchange for 8,228 shares of Travelzoo Inc. and options to aecaiiradditional 2,158,349 shares at $1.00 .
Mr. Bartel exercised these options in January 2009
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In April 2002, Travelzoo.com Corporation was merged Travelzoo Inc. Under and subject to the teafrhe merger agreement, holders
of promotional shares of Travelzoo.com Corporafittetsurfers”)who established that they had satisfied certaireprésite qualifications we
allowed a period of 2 years following the effectlete of the merger to receive one share of Trawdizc. in exchange for each share of
common stock of Travelzoo.com Corporation. The m@sof Travelzoo.com Corporation showed that, agsgiail of the shares applied for by
the Netsurfer stockholders were validly issuedrdhveere 11,295,874 shares of Travelzoo.com Corigorautstanding. As of April 25, 2004,
two years following the effective date of the mergel80,342 shares of Travelzoo.com Corporatiahlde®en exchanged for shares of Travelzoo
Inc. Prior to that date, the remaining shares whiehe available for issuance pursuant to the mexgexement were also included in the issued
and outstanding common stock of Travelzoo Inc.ianllided in the calculation of basic and dilutedh@ays per share. After April 25, 2004, the
Company ceased issuing shares to the former stltedsoof Travelzoo.com Corporation; and therefareadditional shares are reserved for
issuance to any former stockholders, becauseribirto receive shares has now expired. On AfilZD04, the number of shares reported as
outstanding was reduced from 19,425,147 to 15,3896 reflect actual shares issued as of the diquirdate. Earnings per share calculations
reflect this reduction of the number of shares reggbas outstanding. As of December 31, 2013 etivere 14,991,179 shares of common stock
outstanding.

On April 21, 2011, the Company entered into an egent with the State of Delaware resolving allmkrelating to an unclaimed prope
review which began in 2010. The primary issue dhiggthe preliminary findings from the review, reed by the Company on April 12, 2011,
concerned the shares of Travelzoo which have rent bieimed by former Netsurfer stockholders of €awo.com, which remained
unexchanged in the 2002 merger, as discussed préleeding paragraph. In the preliminary findingder the unclaimed property review, up to
3.0 million shares were identified as “demandableder Delaware escheat laws. While the Companyragey to take the position that such
shares were a promotional incentive and were isswatby to persons who establish their eligibibity stockholders, the Company determined
that it was in its best interest to promptly resodll claims relating to the unclaimed propertyieew The Company made a $20.0 million cash
payment to the State of Delaware on April 27, 28td received a complete release of those claims.

Since March 2012, the Company has become subjectciaimed property reviews by most of the othatestin the United States. The
auditing firm representing these states in theenggihas presented to the Company preliminary fggjiwhich relate primarily to the
promotional shares which remained unexchangedei?®@2 merger that were not covered by the settieara release by the State of Delawn
During the three months ended March 31, 2012, thragany recorded a $3.0 millimmarge for the contingency related to the promatishare
which remained unexchanged in the 2002 merger.

In October 2013, the Company entered into settl¢émgreements with 35 additional states to resdlved states’ claims related to similar
unclaimed property audits. The multi-state settieinnelates to approximately 700,080ditional shares of the Company that were notediby
residents of those states following the mergercivithose states claimed were subject to escheale Yibe Company disputes the states’ claims,
the Company determined that it was in its bestésteto resolve the disputes and settle with 3h@ftates. The remaining states have or may
raise claims on approximately 400,000 additionateh that were not claimed following the mergerdsidents in those states.

During the three months ended September 30, 2B&3;ompany recorded a $22.0 million charge relaesettlements it entered into and
for potential future settlements with the remainatates. During the three months ended Decemb&038B , the Company made cash payments
of $12.3 million to the settled states after cortipteof the required due diligence.

The Company intends to continue to challenge tipdicgbility of escheat rights with the remainingtsts, in that, among other reasons, the
shares of the predecessor Bahamas corporationoffered for free as part of a promotional incengivegram to qualified individuals. In
addition, there were certain conditions applicdblthe issuance of shares to so-called "Netsustexkholders, including requirements that
(i) they be at least 18 years of age, (ii) theydmdents of the U.S. or Canada, and (iii) theyapgly for shares more than once. The Netsurfer
stockholders were advised that failure to complyldoesult in cancellation of their shares in Tlaee.com Corporation. Travelzoo.com
Corporation was not able to verify that the appitsanet the requirements referred to above airie df their applications for issuance of
shares, and the remaining Netsurfer stockholdetshalre not qualified to receive shares in the Camppar who have not participated in the
cash payments program referred to below, haveembdstrated their actual compliance with the camustto the issuance of shares by
Travelzoo.com Corporation. The Company does notkimow many of the requests for shares originalbgeieed by Travelzoo.com Corporation
in 1998 were valid, but the Company believes timy a portion of such requests were valid. In reseato the pending reviews referred to
above, and in response to other persons claimibg former stockholders of Travelzoo.com Corporgtihe Company intends to assert that the
claimant must establish that the original Netsusfeckholders complied with the conditions to isseaof their shares.
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The ultimate resolution of this matter with the eening states may take longer than one year; howexehave included the estimated
for these remaining states potential claims inregerves. The total amount of exposure of thisicgehcy is dependent upon the manner in
which each state applies its unclaimed propertyjamcluding whether penalties and interest ardicgige.

The Company is continuing its program under whichakes cash payments to people who establishhtatsatisfy the conditions to
receive shares of Travelzoo.com Corporation, and fatked to submit requests to convert their sharesshares of Travelzoo Inc. within the
required time period. This program is not availdblkeindividuals whose promotional shares have lesheated to a state by the Company. The
accompanying consolidated financial statementsidech charge in general and administrative expeafsk23,000 for these cash payments for
the year ended December 31, 2013 .

The total cost of this program is not reliably estble because it is based on the ultimate numbealiof requests received and future le
of the Company’s common stock price, and wouldfected by any settlement of the pending revievisrred to above. The Company’s
common stock price affects the liability becauseamount of cash payments under the program islbiagert on the recent level of the stock
price at the date valid requests are received.odadnabove, in order to receive payment under tbgram, a person is required to establish that
such person validly held shares in Travelzoo.comp@mation.

(b) Revenue Recognition

The Company’s revenue consists primarily of adseryj sales. Advertising revenues are principaliyvee from the sale of advertising in
North America and Europe on tTravelzoowebsite, in th& ravelzoo Top 2@-mail newsletter, iNewsflash from SuperSearchfrom the
Travelzoo Networkand fromFly.com. The Company also generates revenue from thegatichers through olrocal DealsandGetawaye-
mail alert services.

Advertising revenues are recognized in the pemodtich the advertisement is displayed or the veushle has been completed, provided
that evidence of an arrangement exists, the feefixad or determinable and collection of the résglreceivable is reasonably assured.

The Company evaluates each of these criteria ksl

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

« Delivery. Delivery is considered to occur when the adventjisias been displayed and, if applicable, the ¢hcgughs have been
delivered or the voucher sale has been completed .

« Fixed or determinable fe: The Company considers the fee to be fixed or detetble if the fee is not subject to refund or attjuent
and payment terms are standard.

« Collection is deemed reasonably assurd@the Company conducts a credit review for all atilsieg transactions at the time of the
arrangement to determine the creditworthinesseftivertiser. Collection is deemed reasonably edstiit is expected that the
advertiser will be able to pay amounts under tha@rgrement as payments become due. Collection ieetéaot reasonably assured
when an advertiser is perceived to be in finardistress, which may be evidenced by weak indusinglition, bankruptcy filing, or
previously billed amounts that are past due. i determined that collection is not reasonablyiest then revenue is deferred and
recognized upon cash collection. Collection is degmeasonably assured for our voucher sales tainwrs as these transactions
require the use of credit cards subject to authtida.

The Company recognizes revenue for fixed-fee atbwegtarrangements ratably over the term of theriien order as described below,
with the exception ofravelzoo Top 20r Newsflastinsertions, which are recognized upon delivery. fitagority of insertion orders have terms
that begin and end in a quarterly reporting perindhe cases where at the end of a quarterly tiegoperiod the term of an insertion order is not
complete, the Company allocates the total arrangefee to each element based on the relative estihszlling price of each element. The
Company recognizes revenue for the period basedeoments delivered during the period. The Compa®g prices stated on its internal rate
card, which represents stand-alone sales pricestadlish estimated selling prices. The stalotke price is the price that would be chargebe
advertiser purchased only the individual insertieees for variable-fee advertising arrangementsem@gnized based on the number of
impressions displayed, number of clicks delivemdjumber of referrals generated during the period.
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Insertion orders that include fixed-fee advertisimg invoiced upon acceptance of the insertionradd on the first day of each month
over the term of the insertion order, with the gt of Travelzoo Top 20r NewsflasHistings, which are invoiced upon delivery. Insenti
orders that include variable-fee advertising amiced at the end of the month. The Company’s stethtbrms state that in the event that
Travelzoo fails to publish advertisements as sptifi the insertion order, the liability of Trazeb to the advertiser shall be limited to, at
Travelzoos sole discretion, a pro rata refund of the adsiedifee, the placement of the advertisementdaeatime in a comparable position
the extension of the term of the insertion ordeil time advertising is fully delivered. The Compamsilieves that no significant obligations exist
after the full delivery of advertising.

Revenues from advertising sold to advertisers tgiinagencies are reported at the net amount bdléukt agency.

The Company started selling voucherslfocal Dealsin third quarter 2010 an@etawayin second quarter 2011, from local businesses
such as spas, hotels and restaurants. The Comperg/a&fee for acting as an agent in these transaathich is recorded on a net basis and is
included in revenue upon completion of the voudae. Certain merchant contracts in foreign locetiallow us to retain fees related to
vouchers sold that are not redeemed by purchapersexpiration, which we recognize as revenue #fieexpiration of the redemption period
and after there are no further obligations to peviunds to merchants, subscribers or others.

(c) Reserve for Subscriber Refunds

We record an estimated reserve for subscriber dsfbased on our historical experience at the tevenue is recorded fawocal Dealsanc
Getawayvoucher sales. We accrue costs associated withdefia accrued expenses on the consolidated badtueets. We consider many key
factors such as the historical refunds based upetime lag since the sale, historical reasonsefiunds, time period that remains until the deal
expiration date, any changes in refund procedurdseatimates of redemptions and breakage. Showyldfahese factors change, the estimates
made by management will also change, which coufthiththe level of our future reserves for subscrib&inds. Specifically, if the financial
condition of our advertisers, the business thptasiding the vouchered service, were to deterigraffecting their ability to provide the services
to our subscribers, additional reserves for subscriefunds may be required.

Estimated subscriber refunds that are determinée tecoverable from the merchant are recordeaeiconsolidated statements of
operations as a reduction to revenue. Estimatestsbler refunds that are determined not to be medle from the merchant, are presented as ¢
cost of revenue. If our judgments regarding es&aaubscriber refunds are inaccurate, reportedtsesfioperations could differ from the
amount we previously accrued.

(d) Allowance for Doubtful Accounts

We record a provision for doubtful accounts basedwr historical experience of write-offs and aadletl assessment of our accounts
receivable and allowance for doubtful accountsditimating the provision for doubtful accounts, agement considers the age of the accounts
receivable, our historical write-offs, the credittfoness of the advertiser, the economic conditifrthe advertiser’s industry, and general
economic conditions, among other factors. Shoujdadirthese factors change, the estimates made bgageanent will also change, which could
impact the level of our future provision for doubithccounts. Specifically, if the financial conditiof our advertisers were to deteriorate,
affecting their ability to make payments, additibpavision for doubtful accounts may be required.

(e) Use of Estimates

Management of the Company has made a number ofast and assumptions relating to the reportiragséts, liabilities, revenues and
expenses and the disclosure of contingent assetisadilities to prepare these financial statemémisonformity with accounting principles
generally accepted in the United States of AmeAcdLial results could differ materially from thosstimates.

(f) Cash and Cash Equivalents
Cash equivalents consist of highly liquid investitsemith remaining maturities of less than three theron the date of purchase.
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(g) Property and Equipment

Property and equipment are stated at cost lessradated depreciation. Additions and improvemengscapitalized. Maintenance and
repairs are expensed as incurred. The Companyralsmies in fixed assets the capitalized cost t&rimaluse software and website developm
including software used to upgrade and enhanaedibsite and processes supporting the Company’adsssin accordance with the framework
established by the FASB accounting guidance foowauting for the cost of computer software developedbtained for internal use and
accounting for website development costs. Costsrird in the planning stage and operating stagexgensed as incurred while costs incurred
in the application development stage and infratitrecdevelopment stage are capitalized, assumitty&sts are deemed to be recoverable.

Depreciation is provided using the straight-linemoe over the estimated useful lives of the as&ssmated useful lives are 3 to 5 years
for computer hardware and software, capitalizeerival-use software and website development castispffice equipment and office furniture.
The Company depreciates leasehold improvementstiogderm of the lease or the estimated usefublfifihe asset, whichever is shorter.

(h) Advertising Costs

Advertising production costs are expensed as irdu®nline advertising is expensed as incurred theeperiod the advertising is
displayed. Advertising costs amounted to $26.9ionil| $28.3 million and $32.0 million for years enldDecember 31, 2013, 2012 and 2011,
respectively. In the years ended December 31, 2013, and 2011 , approximately $19.2 million , $1®illion , and $19.5 million ,
respectively, of advertising services was purchésed the Company’s advertisers under non-bartezeagents and recorded in sales and
marketing expense.

(i) Income Taxes

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and liatgbtare recognized for the future tax
conseguences attributable to differences betweefirtancial statement carrying amounts of existingets and liabilities and their respective tax
bases. Deferred tax assets are recognized for tilgdlduemporary differences, along with net opergtioss carryforwards and credit
carryforwards, if it is more likely than not thaettax benefits will be realized. To the extenegedred tax asset cannot be recognized under the
preceding criteria, valuation allowances must hal#ished. Deferred tax assets and liabilitiesnae@sured using enacted tax rates expected to
apply to taxable income in the years in which theseporary differences are expected to be recovaredttled.

() Impairment of Long-Lived Assets

The Company accounts for long-lived assets in alzware with the provisions of the FASB accountirmgdard relating to impairment of
long-lived assets, which requires an impairmers toshe recognized on assets to be held and utiegldghrrying amount of a long-lived asset
group is not recoverable from its undiscounted dlsts. The amount of the impairment loss is meagas the difference between the carrying
amount and the fair value of the asset group. Adsdbe disposed of are reported at the loweret#rrying amount or fair value less costs to
sell. The Company evaluates loliged assets for impairment whenever events or gbsim circumstances indicate the carrying valugnoisse
may not be recoverable. No impairment loss wasgmrized during years ended December 31, 2013, 2042611 .

(k) Stock-Based Compensation

The Company accounts for its employee stock optimier the fair value method, which requires stioaked compensation to be
estimated using the fair value on the date of guairtg an option-pricing model. The value of thetipa of the award that is expected to vest is
recognized as expense over the related employessisite service periods in the Company’s constditiatatements of operations. Total stock-
based compensation for the years ended Decemb20383, 2012 and 2011 was $ 1.4 million , $ 1.2ianilland $ 750,000 , respectively. See
Note 9 to the accompanying consolidated finan¢&tesents for a further discussion on s-based compensation.

() Foreign Currency

All foreign subsidiaries use the local currencytdir respective countries as their functional ency. Assets and liabilities are translated
into U.S. dollars at exchange rates prevailingnatitalance sheet dates. Revenues, costs and expeaseanslated into U.S. dollars at average
exchange rates for the period. Gains and losseingsfrom translation are recorded as a componéatcumulated other comprehensive
income (loss).

Realized gains and losses from foreign currengystietions are recognized as gain or loss on foigrency in the consolidated
statements of operations.
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(m) Certain Risks and Uncertainties

The Company’s cash, cash equivalents and accoengs/able are potentially subject to concentratiboredit risk. Cash and cash
equivalents are placed with financial institutidhat management believes are of high credit qudlite accounts receivable are derived from
revenue earned from customers located in the Wdbirdernationally. As of December 31, 2013 and20the Company did not have any
customers that accounted for 10% or more of iteaats receivable.

(n) Recent Accounting Pronouncements

In February 2013, the FASB amended ASU 2011-5 fwave the presentation of amounts reclassifiecbatcumulated other
comprehensive income in its entirety and by compbhg presenting the reclassification adjustmentsither the face of the statement where
net income is presented or in a separate disclasuhe notes to the financial statements. Amothdsare not required to be reclassified in their
entirety to net income are required to be crosreeiced to related footnote disclosures that peoaittitional detail. The Company adopted the
amended accounting standard on January 1, 201@tyng to present the reclassification adjustmant other required disclosures in a
separate footnote and the adoption of this newwattony standard did not have a material impacthenQompany’s consolidated results of
operations and financial condition.

Note 2: Net Income (Loss) Per Share

Basic net income (loss) per share is computed ubmgveighted-average number of common sharesandlisig for the period. Diluted net
income (loss) per share is computed by adjustiagubighted-average number of common shares ouistafad the effect of dilutive potential
common shares outstanding during the period. Hatemmmon shares included in the diluted calcatationsist of incremental shares issuable
upon the exercise of outstanding stock optionsutatied using the treasury stock method.

The following table sets forth the calculation aefiz and diluted net income (loss) per share ¢nghnds, except per share amounts):

Year Ended December 31,

2013 2012 2011
Basic net income (loss) per share:

Net income (loss) $ (5,01) $ 18,19¢ $ 3,31¢
Weighted average common shares 15,26¢ 15,86¢ 16,31t
Basic net income (loss) per share $ (0.35) $ 1.1t $ 0.2C
Diluted net income (loss) per share:

Net income (loss) $ (5,01) $ 18,19¢ $ 3,31¢
Weighted average common shares 15,26¢ 15,86¢ 16,31¢
Effect of dilutive securities: stock options — 35 99
Diluted weighted average common shares 15,26¢ 15,90: 16,41
Diluted net income (loss) per share $ (0.35) $ 1142 % 0.2C

For the year ended December 31, 2013 , optionarzhpse 475,000 shares of common stock were rlatied in the computation of
diluted net loss per share because the effect waaid been anti-dilutive.

For the year ended December 31, 2012 , optionarthpse 100,000 shares of common stock were riatied in the computation of
diluted net income per share because the effecikdWw@myve been anti-dilutive.

For the year ended December 31, 2011 , all optatstanding were included in the computation afitdidl net income per share.
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Note 3: Financial Instruments

At December 31, 2013, restricted cash consistiedapily of a certificate of deposit for $875,086rving as collateral for a standby lette
credit for the security deposit under the leaseurfcorporate headquarters and a $804,000 depidisiour banks in Europe for our merchant
accounts. Cash equivalents consist of highly ligoiegstments with maturities of 3 months or lesshendate of purchase held in money market
funds. The Company believes that the carrying atsoofthese financial assets are a reasonableastif their fair value and are categorize
Level 1.

The fair value of these financial assets was deteunusing the following inputs at December 31,28thd 2012 (in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)

Balance at December 31, 2013:
Money market funds $ 73§ 73 $ — $ —
Total $ 733 % 733 % — 3 =
Balance at December 31, 2012:
Money market funds $ 13,86¢ $ 13,86¢ $ — $ =
Total $ 13,86t $ 13,86t $ — 3 —

At December 31, 2013, accounts receivable anduatsgayable are not measured at fair value; howdwe Company believes that the
carrying amounts of these assets and liabilitiesaareasonable estimate of their fair value. Actotaceivable and accounts payable are
categorized as Level 2.

There have been no changes in Level 1, Level A .andl 3, and no changes in valuation techniqueshiese assets or liabilities for the
year endeDecember 31, 2013 .
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Note 4: Balance Sheet Components
The details of prepaid expenses and other curssets consist of the following (in thousands):

December 31,

2013 2012
Prepaid expenses $ 2,17 % 1,741
Other current assets 1,03( 51¢
Total prepaid expenses and other current assets $ 3,202 % 2,26(

The details of property and equipment consist effthlowing (in thousands):

December 31,

2013 2012

Computer hardware and software $ 3,64: $ 3,29¢
Office equipment and office furniture 8,92 6,73
Capitalized internal-use software and website dpraknt 2,48¢ 1,31¢
Leasehold improvements 4,30( 1,841

19,25( 13,18t
Less accumulated depreciation and amortization (11,005 (8,877)
Total $ 8,24t % 4,31«

Depreciation expense was $2.6 million , $2.1 milliand $2.4 million for the years ended Decemiie813, 2012 and 2011 ,
respectively.

Amortization of capitalized internal-use softwarelavebsite development costs was zero , $31,008484,000 for the years ended
December 31, 2013, 2012 and 2011 , respectivelpfAecember 31, 2013 , leasehold improvementsapialized internal-use software and
website development costs include $321,000 andr#illidn , respectively, of in process constructemd development expected to be deployed
in 2014 .

The details of intangible consist of the followiig thousands):

December 31,

2013 2012
Internet domain names and technology $ 2,81: % 2,80¢
Accumulated amortization (2,409 (1,819
Total $ 404 $ 98¢

Intangible assets have a useful life of 3 to 5 ye&or the years ended December 31, 2013 , 2a1 2@ , amortization expense was
$585,000 , 406,000 , and $ 354,000 , respectively.

Future expected amortization expense related émgilble assets at December 31, 2013 is as follmbgusands):

2014 $ 23E
2015 $ 16¢€
Total $ 404

The expected amortization expense is an estimateahamounts of amortization expense may diffemfiestimated amounts due to
additional intangible asset acquisitions, impairtregfrintangible assets, accelerated amortizationtahgible assets and other events.
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The details of changes to the allowance for dolibifaounts and reserve for subscriber refundssfellaws (in thousands):

Allowance Reserve for
for doubtful subscriber
accounts refunds

Balance at January 1, 2011 $ 38 $ 70
Additions — charged to costs and expenses, or @esatrenue, net 178 2,23¢
Deductions — recoveries of amounts previously obawoff (223 —
Deductions — write-offs (36) (1,419
Balance at December 31, 2011 40C 89¢
Additions — charged to costs and expenses, or @esattenue, net 304 2,27"
Deductions — recoveries of amounts previously obdwoff — —
Deductions — write-offs (20€) (2,17¢)
Balance at December 31, 2012 49¢ 99C
Additions — charged to costs and expenses, or @esatienue, net 77 81¢
Deductions — recoveries of amounts previously obdwoff (22) —
Deductions — write-offs (12¢) (1,057)
Balance at December 31, 2013 $ 42¢ % 75€

Local DealsandGetawaymerchant payable included in accounts payable ®@23nillion and $23.4 million , as of December 3013
and 2012 , respectively.

The details of accrued expenses consist of theviolly (in thousands):

December 31,

2013 2012
Accrued advertising expense $ 2,85¢ % 2,05¢
Accrued compensation expense 4,71¢ 3,87¢
Accrued payments to merchants 98 101
Other accrued expenses 2,112 1,96¢
Reserve for subscriber refunds 75€ 99C
Total accrued expenses $ 10,54: % 8,99:
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Note 5: Commitments and Contingencies

On September 28, 2012, Metasearch Systems, LL& dilawsuit in the United States District Courttioe Eastern District of Delaware
against Travelzoo Inc. d/bRly.comalleging infringement of several U.S. patents. Metach Systems alleges that the trip-planning reatel
service available oRly.cominfringes one or more claims of the asserted pat&hiring September 2012, Metasearch Systemsditeiiar
lawsuits against several of Travelzoo's competitwkiding Expedia, Inc., Orbitz Worldwide, Inc.ravelocity.com, LP, Priceline.com, Inc.,
Yahoo! Inc., American Express Company, KAYAK Softe&orp., and Booklt.com. The action seeks unsigecifamages and we are unable to
estimate the possible loss or range of lossescthadl potentially result from the action. The Compéelieves that the action is without merit
and intends to defend the suits vigorously.

On January 27, 2012, a purported shareholder afeTzao commenced a suit in the Supreme Court of Mexk that asserts claims
derivatively on behalf of Travelzoo Inc. for breastof fiduciary duty against Travelzoo’s board iéctors. The complaint also asserts claims
for breaches of fiduciary duty and unjust enrichtregainst Ralph Bartel and Azzurro Capital Inc. Theplaint challenges Travelzoo's sale of
its Asia Pacific division for $3.6 millioto Azzurro and alleges that the transaction wasnttely fair to the Company. On January 21, 2@kd
court granted defendants’ motions to dismiss aasthidised the action in its entirety with prejuditlbe plaintiff may decide to appeal the
decision. Since derivative claims are an attemp plaintiff shareholder to assert claims on bebfthe Company, we do not anticipate any
potential loss to the Company from these actions.

On April 21, 2011, the Company entered into an egent with the State of Delaware resolving allmkrelating to an unclaimed prope
review which began in 2010. The primary issue dhiggthe preliminary findings from the review, reed by the Company on April 12, 2011,
concerned the promotional shares, which remainedalranged in the 2002 merger (unexchanged pronabtitiares) as discussed further in
Note 1. In the preliminary findings under the uivoled property review, up 13.0 million shares were identified as “demandableder
Delaware escheat laws. While the Company contitugzke the position that such shares were a pionaitincentive and were issuable only
persons who established their eligibility as stad#tbrs, the Company determined that it was inetst interest to promptly resolve all claims
relating to the unclaimed property review. The Campmade a $20.0 million cash payment to the Sffaelaware in April, 2011 and received
a complete release of those claims.

As discussed in Note 1 above, since March 2012Ctmapany has become subject to unclaimed propevtgws by most of the other
states in the U.S. that relate primarily to thexah@anged promotional merger shares, which wereaatred by the settlement and release b
State of Delaware. During the three months endetivial, 2012, the Company recorded a $3.0 millimarge related to this unexchanged
promotional merger shares contingency.

In October 2013, the Company entered into settlémgreements with 35 additional states to resdived states’ claims related to similar
unclaimed property audits. The multi-state settieinnelates to approximately 700,080ditional shares of the Company that were notediby
residents of those states following the mergercivitiiose states claim are subject to escheat. \Wigl€ompany disputes the states’ claims, the
Company determined that it was in its best inteiesesolve the disputes and settle with 35 ofsthges. The remaining states have or may raise
claims on approximately 400,000 additional shanaswere not claimed following the merger by restdén those states.

During the three months ended September 30, 2B&3;ompany recorded a $22.0 million charge relate¢de settlements it entered into
and for potential future settlements with the renimgj states. During the three months ended DeceBihe2013, the Company made cash
payments of $12.3 million to the settled statesrafompletion of the required due diligence.
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The Company intends to continue to challenge tidicgbility of escheat rights with the remainingtsts, in that, among other reasons, the
shares of the predecessor Bahamas corporationoffered for free as part of a promotional incenfivegram to qualified individuals. In
addition, there were certain conditions applicdbléhe issuance of shares to so-called “Netsudftkholders, including requirements that (i)
they be at least 18 years of age, (ii) they bedesgs of the U.S. or Canada, and (iii) they notyafiyg shares more than once. The Netsurfer
stockholders were advised that failure to complyldoesult in cancellation of their shares in Tlaee.com Corporation. Travelzoo.com
Corporation was not able to verify that the appitsamet the requirements referred to above airtee df their applications for issuance of
shares, and the remaining Netsurfer stockholdeshalve not qualified to receive shares in the Cawppar who have not participated in the
cash payments program referred to below, have embdstrated their actual compliance with the caostto the issuance of shares by
Travelzoo.com Corporation. The Company does notkimaw many of the requests for shares originalteieed by Travelzoo.com Corporation
in 1998 were valid, but the Company believes tim a portion of such requests were valid. In resgoto the pending reviews referred to
above, and in response to other persons claimibg former stockholders of Travelzoo.com Corporgtibe Company intends to assert that the
claimant must establish that the original Netsusteckholders complied with the conditions to issweof their shares.

The ultimate resolution of this matter with the e#ning states may take longer than one year; howexehave included the estimated
for these remaining states potential claims inreserves. The total amount of exposure of thisiegaency is dependent upon the manner in
which each state applies its unclaimed propertyjamcluding whether penalties and interest ardicadge.

The Company is continuing its program under whichakes cash payments to people whose shares wotedelivered to a state pursuant
to the unclaimed property settlements. Such peoplgt establish that they satisfy the conditionset®ive shares of Travelzoo.com Corporation
and failed to submit requests to convert theireharto shares of Travelzoo Inc. within the recaitiene period. The accompanying consolidated
financial statements include a charge in generleaministrative expenses of $23,000 for these pagments for the year ended December 31,
2013 . The total cost of this program is not rdliastimable because it is based on the ultimatel®an of valid requests received and future
levels of the Company’s common stock price, andldvbe affected by any settlement of the pendindaimed property reviews referred to
above. The Company’s common stock price affectdidgbdity because the amount of cash payments wtigeprogram is based in part on the
recent level of the stock price at the date vaigliests are received.

The Company leases office space in Canada, Fr@seany, Spain, the U.K., and the U.S. under opgr#tases which expire between
February 28, 2014 and March 16, 2024. Rent expsaseb5.6 million , $5.0 million and $4.7 millionrfgears ended December 31, 2013, 2012
and 2011 , respectively. Some of these lease agrgerhave free or escalating rent payment prowgsidfe recognize rent expense under such
arrangements on a straight line basis. The futunémm lease payments under these operating leasesDecember 31, 2013 were as
following (in thousands):

2014 2015 2016 2017 2018 Thereafter Total
Minimum rental payments $ 5,65( % 4,781 $ 4,13¢ % 3,65¢ % 3,14¢ % 11,84: $  33,21¢

Note 6: Income Taxes
The components of income (loss) before income xaerse are as follows (in thousands):

Year Ended December 31,

2013 2012 2011
u.s. $ (6,969 $ 16,68: $ 7,25z
Foreign 9,671 9,11¢ 8,07:

$ 2,700 $ 25,79¢  $ 15,32
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Income tax expense consists of current and defeoetbonents categorized by federal, state andgiofjerisdictions, as shown below. 1
current provision is generally that portion of ino® tax expense that is currently payable to thiegexuthorities. The Company makes estimi
payments of these amounts during the year. Therddfeax provision results from changes in the Canyfs deferred tax assets (future
deductible amounts) and tax liabilities (futurealbe amounts), which are presented in the tabteabel

Current Deferred Total
(In thousands)

Year Ended December 31, 2013

Federal $ 550¢ % 21 % 5,52¢
State 1,02: (30) 99:
Foreign 517 682 1,20(
$ 7,042 % 674 $ 7,71¢

Year Ended December 31, 2012
Federal $ 7,69 % 640 $ 7,052
State 952 (204) 74¢
Foreign 61C (810) (200
$ 9,25¢ % (1,659 $ 7,60(

Year Ended December 31, 2011
Federal $ 10,82( $ 357 $ 10,46
State 591 1 592
Foreign 95C — 95(
$ 12,36 $ (356) $ 12,00¢

During 2012 , an income tax benefit of $ 800,008 wexcorded to recognize the foreign net operating tarryforward deferred tax assets
due to a partial release of valuation allowanceiriu2011 , an income tax benefit of $268,000 vem®rded in stockholders’ equity for the tax
benefit of stock option exercises.
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Income tax expense differed from the amounts coetphy applying the U.S. federal statutory tax egiplicable to the Compars/level o

pretax income as a result of the following (in thands):

Federal tax at statutory rates

State taxes, net of federal income tax benefit
Foreign losses not benefited

Change of valuation allowance
Unexchanged promotional shares
Non-deductible expenses and other

Total income tax expense

Year Ended December 31,

2013 2012
947 $ 9,02¢ 5,36°
694 48¢ 38t
(1,13)) (2,459 (1,235)
7,70 1,05( 7,00(
(492) (51) 49:
7,716 $ 7,60( 12,00

The tax effects of temporary differences that gise to significant portions of the Company’s deddrtax assets and liabilities are as

follows (in thousands):

Deferred tax assets:

Foreign net operating loss carryforwards

State income taxes

Accruals and allowances

Stock based compensation

Capital loss

Deferred revenue

Deferred rent

Property, equipment and intangible assets
Total deferred tax assets
Valuation allowance

Total deferred tax assets net of valuation alloweanc

Deferred tax liabilities:
U.S. tax on undistributed earnings
Property, equipment and intangible assets
Total deferred tax liabilities
Net deferred tax assets

December 31,

2013
$ 76 1,93¢
41F 565
1,141 697
1,61¢ 1,09¢
1,71¢ 1,75¢
411 79C
54 30z
(145) 7
5,28¢ 7,14¢
(1,719 (2,886)
3,57( 4,25¢
(395) (355)
(395) (355)
$ 3,17¢ 3,90¢

The total amount of the valuation allowance at Daoer 31, 2013 decreased $1.1 million from the arnrecorded as of December 31,
2012, primarily due to the utilization of foreiget operating loss carryforwards in 2013 . The Camypalso has a valuation allowance of $1.7
million as of December 31, 2013 related to thetehpnss carryforward for which it is more likelgan not that the tax benefit will not be

realized. If not utilized, the capital loss carmyfiard will expire in 2014.

United States income and foreign withholding talxage not been provided on undistributed earningsddain non-U.S. subsidiaries. The
undistributed earnings on a book basis for the ddh-subsidiaries are approximately $ 2.8 millidine Company intends to reinvest these
earnings indefinitely in its operations outside th&. If the undistributed earnings are remittetheU.S. these amounts would be taxable in the
U.S at the current federal and state tax ratesfrfeteign tax credits. Also, depending on thegdittion any distribution may be subject to

withholding taxes at rates applicable for thatgdigtion.




The Company maintains liabilities for uncertain positions. To the extent accrued interest andlpesalo not ultimately become
payable, amounts accrued will be reduced and teflezs a reduction in the overall income tax piowign the period that such determination is
made. At December 31, 2013, the Company had appately $9.3 million in total unrecognized tax bétse approximately $1.0 million in
accrued interest, of which $432,000 was accru@®i8 , and approximately $80,000 in accrued pergltf which none was accrued in 2013 .
Unrecognized tax benefits of approximately $7.9iamlwhich, if recognized, would favorably affetiet Company’s effective income tax rate,
and unrecognized tax benefits of approximately $dillon which if recognized, would be recordeddiscontinued operations. The increase in
the unrecognized tax benefit for the year endeceBiber 31, 201%/as related to a deduction taken on the Compafy's P).S. federal and stz
income tax returns for the $20.0 million settlemeith the State of Delaware. A reconciliation o theginning and ending amount of
unrecognized tax benefits is as follows (in thodsan

Unrecognized tax benefits balance at January 11, 201 $ 1,36¢
Increase related to prior year tax positions 51C
Decrease related to prior year tax positions —
Increase related to current year tax positions —

Settlements (42
Lapse of statute of limitations —
Unrecognized tax benefits balance at Decemberil, 2 1,83¢
Increase related to prior year tax positions 47
Decrease related to prior year tax positions (9
Increase related to current year tax positions 7,851
Settlements (257)
Lapse of statute of limitations (207)
Unrecognized tax benefits balance at December@i2 2 9,36¢

Increase related to prior year tax positions —
Decrease related to prior year tax positions —

Increase related to current year tax positions 38
Settlements (58)
Lapse of statute of limitations —
Unrecognized tax benefits balance at December(Bii3 2 $ 9,34t

The Company is in various stages of multiple ye@ng@nations by federal taxing authorities. Althoubh timing of resolution and/or
closure on audits is highly uncertain, it is readun possible that the balance of the gross unrézed tax benefits related to the method of
computing income taxes in certain jurisdiction égbes reported on certain income tax returns csighficantly change in the next 12 months.
These changes may occur through settlement wittattieg authorities or the expiration of the statat limitations on the returns filed. The
Company is unable to estimate the range of posaijlestments to the balance of the gross unrecedniax benefits.

The Company files income tax returns in the U.8efal jurisdiction and various states and foreigisflictions. The Company is subjec
U.S. federal and certain state tax examinationgdars after 2009 and is subject to Californiaggaminations for years after 2005. The
Company's 2009 and 2010 federal income returnswarently under examination, including a reviewtlasd impact of the sale of Asia Pacific
business segment in 2009.
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Note 7: Accumulated Other Comprehensive Loss

The following table summarizes the changes in actated balances of other comprehensive income)((osthousands):

Year Ended December 31,

2013 2012 2011
Beginning balance $ (737 $ (1,422) $ (1,03¢)
Other comprehensive income due to foreign currérayslation 207 68t (384
Ending balance $ (530) ¢ (737) ¢ (1,427

There were no amounts reclassified from accumuleatieel comprehensive income for the years endeérber 31, 2013, 2012 and
2011.

Note 8: Employee Benefit Plan

The Company maintains a 401(k) Profit Sharing Rlarrust (the “401(k) Plan”) for its employees iretkunited States. The 401(k) Plan
allows employees of the Company to contribute u0% of their eligible compensation, subject taaierlimitations. Since 2006, the Company
matches employee contributions up to $1,500 per. §@aployee contributions are fully vested upontdbntion, whereas the Company’s
matching contributions are fully vested after thstfyear of service. The Company also has varni@imed contribution plans for our
international employees. The Company’s contribigitilnthese benefit plans were approximately $115omi, $1.2 million and $1.2 million for
the years ended December 31, 2013, 2012 and 2@%pectively.

Note 9: Stock-Based Compensation and Stock Options

The Company accounts for its employee stock optimier the fair value method, which requires stoaged compensation to be
estimated using the fair value on the date of guairtg an option-pricing model. The value of thetipa of the award that is expected to vest is
recognized as expense over the related employessisite service periods in the Company’s constditiatatements of income. Cash flows
resulting from tax deductions in excess of the censation cost recognized for those options (exteesisenefits) are classified as financing cash
flows. For the year ended December 31, 2011 , theg@ny recorded $268,000 of excess tax benefittHeoyears ended December 31, 2842
2013, there were no stock option exercises arekness tax benefits.

In October 2001, the Company granted to each dirdéglly vested and exercisable options to purct#s600 shares of common stock
with an exercise price of $2.00 per share for theivices as a director in 2000 and 2001. A tdtall6,000 options were granted. The options
expired in October 2011. During the years endeceBier 31, 2011, 2008, 2005 and 2004, 12,725 opt&1HB0O0 options, 17,275 options and
150,000 options, respectively, were exercised.

In March 2002, Travelzoo Inc. granted to each dinegptions to purchase 5,000 shares of commark stith an exercise price of $3.00
per share that vested in connection with theirisesvas a director in 2002. A total of 35,000 amiavere granted. In October 2002, 1,411
options were cancelled upon the resignation ofectr. The options expired in March 2012. During years ended December 31, 2011, 2008
and 2004, 5,000 options, 5,000 options and 23,p88rts, respectively, were exercised.

In November 2009, the Company granted to one @fritployees options to purchase 300,000 sharesnahon stock with an exercise
price of $14.97 , of which 75,000 options vest hadome exercisable annually starting on July 1120he options expire in November 2019.
As of December 31, 2013 , 225,000 of the optioesvasted and 300,000 options are outstanding.

In January 2012, the Company granted executivek sfations to purchase 100,000 shares of commak stith an exercise price of
$28.98 , of which 25,000 options vest and beconeecaisable annually starting on January 23, 2018.dptions expire in January 2022. As of
December 31, 2013, 25,000 of the options are gestd 100,000 options are outstanding.

In July 2013, the Company granted an executivekstptions to purchase 75,000 shares of common stdblkan exercise price of $29.58
of which 25,000 options become exercisable annssdlsting July 1, 2015. The options expire in 20R3. As of December 31, 2013, none of
these options were vested and 75,000 options westanding.
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Total stock-based compensation for fiscal year82@012 and 2011 was $1.4 million , $1.2 milliord&750,000 , respectively.

The Company utilized the Black-Scholes option pganodel to value the stock options granted in 20032 and 2009. The Company
does not have enough historical exercise datatitn&e the expected life of the options and theretsed an expected life of 6.25 years , as
defined under the simplified method, which is usamgaverage of the contractual term and vestingger the stock options. The risk-free
interest rate used for the award is based on tBe T#easury yield curve in effect at the time airgr The Company used a forfeiture rate of 0%
as the Company does not have enough historicaiforé data to estimate the forfeiture rate. Toetktent the actual forfeiture rate is different
from what we have anticipated, stock-based compiensielated to these options will be differentifrour expectations.

The fair value of 2013, 2012 and 2009 stock optiwas estimated using the Black-Scholes optionmgianodel with the following
weighted-average assumptions:

2013 2012 2009
Weighted-average fair value of options grantedshare $ 1887 $ 19.0¢ $ 11.5¢€
Historical volatility 70% 74% 93%
Risk-free interest rate 1.7(% 1.11% 2.56%
Dividend yield — — —
Expected life in years 6.2¢ 6.2t 6.2t

As of December 31, 2013, there was approximatgRb¥00 of unrecognized stock-based compensatjpense related to outstanding
2009 stock options. This amount is expected teebegnized over 6 months . To the extent the abbufgiture rate is different from what we
have anticipated, stock-based compensation refatiéetse options will be different from our expdictas.

As of December 31, 2013, there was approximat@R4d00 of unrecognized stock-based compensatijpense related to outstanding
2012 stock options. This amount is expected teebegnized over 2.1 years . To the extent the atdu@liture rate is different from what we
have anticipated, stock-based compensation refatiéetse options will be different from our expdictas.

As of December 31, 2013 , there was approximatelg fillion of unrecognized stock-based compensatipense related to outstanding
2013 stock options. This amount is expected teebegnized over 3.6 years . To the extent the afitdi@liture rate is different from what we
have anticipated, stock-based compensation relatetse options will be different from our expdicias.
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Option activities during the years ended Decemiief811 , 2012 , and 2013 were as follows:

Weighted-Average Aggregate
Weighted-Average Remaining Intrinsic
Shares Exercise Price Contractual Life Value

(In thousands)

Outstanding at January 1, 2011 317,728 ¢ 14.2¢ 8.44 years $ 8,61¢
Exercised 17,725 % 2.2¢
Outstanding at December 31, 2011 300,00( $ 14.97 7.89 years $ 2,88:¢
Exercisable and fully vested at December 31, 2011 75,000 $ 14.97 7.89 years $ 721
Outstanding at January 1, 2012 300,00 $ 14.9i
Options granted 100,00 $ 28.9¢
Outstanding at December 31, 2012 400,00 $ 18.47 7.43 years $ 1,20¢
Exercisable and fully vested at December 31, 2012 150,00 $ 14.97 6.89 years $ 602
Outstanding at January 1, 2013 400,00 $ 18.47
Options granted 75,000 $ 29.5¢
Outstanding at December 31, 2013 475,000 $ 20.2: 6.93 years $ 1,90t
Exercisable and fully vested at December 31, 2013 250,000 $ 16.37 6.10 years $ 1,42¢

The aggregate intrinsic value in the table abopeesents the total pre-tax intrinsic value (théedé@nce between the Company’s closing
stock price on the last trading day of years erdiecember 31, 2013, 2012 and 2011 and the exenétse multiplied by the number of in-the-
money options) that would have been received byftien holders had all option holders exerciseirtbptions on December 31, 2013, 2012 ,
and 2011 . This amount changes based on the fakemaalue of the Company’s stock. The Companylicpas to issue shares from the
authorized shares to fulfill stock option exercises

The total intrinsic value of options exercisedhie fear ended December 31, 2011 was $628,000 .

Outstanding options at December 31, 2013 werellas\via

Options
Outstanding Options Exercisable
Weighted- Weighted-
Average Weighted- Shares Average Weighted-
Remaining Average Outstanding Remaining Average
Shares Contractual Exercise and Contractual Exercise
Exercise Price Outstanding Life Price Exercisable Life Price
$ 14.97 300,00( 5.89 year. $ 14.9; 225,00( 5.80year $ 14.9i
$ 28.9¢ 100,00¢ 8.07 year $ 28.9¢ 25,00 8.07 year $ 28.9¢
$ 29.5¢ 75,00( 9.56 year. $ 29.5¢ — — % 29.5¢

Note 10: Stock Repurchase Program

The Company's repurchase programs assist in afigékte impact of dilution from employee equity qoensation and for capital
allocation purposes. Management is allowed disaméti the execution of the repurchase program baged market conditions and
consideration of capital allocation.

In August 2011, the Company announced a sharediegse program authorizing the repurchase of up@080 shares of common stock.
During the year ended December 31, 2011 , the Coynpapurchased 500,000 shares of common stockhfaggregate purchase price of $15.1
million and completed the share repurchases uhieptogram. The 500,000 repurchased shares wesedetl as part of treasury stock as of
December 31, 2011 and were retired as of Decenthe2(@.2 .
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In July 2012, the Company announced a stock repsgcphrogram authorizing the repurchase of up @0]000 shares of the Company’s
outstanding common stock. During the three montitee September 30, 2012 , the Company repurch&3gd0D shares of common stock for
an aggregate purchase price of $ 3.6 million . T 000 shares repurchased were retired as ofr8eete30, 2012 . During the three months
ended December 31, 2012 , the Company repurch&@89000 shares of common stock for an aggregatéasecprice of $ 7.9 million . The
439,000 shares repurchased were recorded as fiseasiiry stock as of December 31, 2012 .

During the year ended December 31, 2013 , the Coynpgourchased 371,000 shares of common stoclkafaggregate purchase price of
$7.8 million . The 371,000 shares repurchased vemarded as part of treasury stock as of Decemhe2®.3 .

In January 2014 , the Company announced a stockategse program authorizing the repurchase of &@000 shares of the Compasy’
outstanding common stock.

Note 11: Reverse/Forward Stock Split

On June 11, 2013, a Special Committee of the Cogip&oard of Directors, consisting of three indegent directors, unanimously
approved a reverse/forward stock split transadiotiectively referred to as the “reverse/forwaptits), subject to shareholder approval. The
reverse/forward split was intended to reduce they@my’s shareholder account administration costedycing the number of its shareholders.

On September 12, 2013, at the Company’s annuatisblaiers meeting, Travelzoo shareholders votedviarfof the reverse/forward split,
with the transaction receiving the votes of both #Anajority of the issued and outstanding shafesmmon stock and (B) a majority of the
issued and outstanding shares of common stoclatbatot held or controlled, directly or indirecthy directors or officers of the Company,
including, without limitation, the shares held byzAirro Capital Inc., our principal stockholder.

On November 6, 2013, the Special Committee apprtivee@xecution of the transaction after receivingpinion from a financial advisor
regarding the fairness of the transaction frormarftial point of view to the Company's shareholgdrase positions, individually considered,
consisted of fewer than 25 shares, of the per-st@rsideration to be received by such shareholdete reverse/forward split. The Special
Committee received legal counsel from Young ConaStaygatt & Taylor, LLP in connection with its rew of the transaction. In addition, the
Company received legal counsel from Skadden, /e, Meagher & Flom LLP and Bryan Cave LLP inmection with the transaction.

On November 6, 2013, based upon the Special Copwtstapproval of the transaction and the receiptfafrness opinion from the
financial advisor, the Company executed the shddehapproved reverse/forward split.

The reverse/forward split transaction consisted dffor- 25 reverse stock split of the Companytstamding common stock, followed
immediately by a 25 -for-1 forward stock split. 8tzolders who held less than 25 shares immedipt@y to the reverse stock split received a
right to cash payment based on and equal to tegidting fractional interest times the price ohare equal to the higher of (a) the trailing ten
day average trading price of the Company’s comnbackimmediately preceding the consummation datbefeverse/forward split or (b) the
average aggregate sales price received in th@sdle open market of the shares resulting fromesggion of the fractionalized interests.
Shareholders that held 25 or more shares of constomk immediately before the reverse/forward gfiitnot receive a right to cash payment;
instead these shareholders continued to hold the samber of shares after completion of the revierseard split as they held immediately
prior. A description of the terms and conditiongha reverse/forward split was set forth in the @any’s definitive Proxy Statement for the
2013 annual shareholders meeting filed with the Se&urities and Exchange Commission on July 26320

The reverse/forward split resulted in approxima@i3,218 of the Company’s outstanding shares Heangjonalized. Shareholders
holding less than 25 shares of common stock imntagligrior to the reverse split did not receivecfranal shares in the reverse stock split;
instead these shareholders had their shares cedvetb the right to receive a cash payment in argk for and in proportion to the fractional
share interests resulting from the reverse stolik $p fund the cash payment due to shareholdesheld a right to receive cash from the
transaction, the fractional share interests wegeeggted by the Company’s transfer agent, whotbelédggregated shares in the open market
following the execution of the transaction.

As of December 31, 2013, the Company completeddles of the aggregated fractional shares frometierse/forward split in the open
market and the sales proceeds of $13.6 milliorhale by the Company’s transfer agent in anticipatbthe payment to be made to the
fractionalized shareholders and are included irdButeld for Reverse/Forward Stock Split on the Camyfs balance sheet. As of December
2013, the total amount payable of $13.7 millioffiréetionalized shareholders as a result of the i@t of the reverse/forward split is reflected
as a Payable to Shareholders for Reverse/Forwagk Split on the Company’s balance sheet.
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The Company’s retained earnings includes a tofakémdent of $820,001 related to the reverse/forveatd, which includes transaction
costs and the amount required to be funded by tlep@ny in excess of the funds received from th& oparket sales of the aggregated
fractional shares for the transaction.

Subsequent to December 31, 2013, the Company'sfénaagent issued checks amounting to $13.4 mitiiqmay shareholders that held a
right to cash in exchange for the fractional shtinaswere a result of the reverse/forward splie Tompany's transfer agent intends to pay
$329,000 due to the remaining shareholders thatédaight to cash after receiving the required doentation regarding their physical stock
certificates.

Note 12: Segment Reporting and Significant Customdnformation

The Company manages its business geographicallpasntivo reportable operating segments: North Acaeand Europe. North America
consists of the Company’s operations in Canaddtetl.S. Europe consists of the Company’s opersiiofrrance, Germany, Spain, and the
U.K. The Company began operations in Europe in REG5.

Management relies on an internal management reggptiocess that provides revenue and segment opeiratome (loss) for making
financial decisions and allocating resources. Mangnt believes that segment revenues and openatioge (loss) are appropriate measures of
evaluating the operational performance of the Camisasegments.

The following is a summary of operating results asdets (in thousands) by business segment:

North Elimination and
Year Ended December 31, 2013 America Europe Other (a) Consolidated
Revenues from unaffiliated customers 111,95¢ 46,27¢ $ — 3 158,23«
Intersegment revenues 814 452 (1,266 —
Total net revenues 112,76¢ 46,73: (1,266€) 158,23:
Operating income 16,56¢ 7,71 $ (22,000 $ 2,27¢
North Elimination and
Year Ended December 31, 2012 America Europe Other (a) Consolidated
Revenues from unaffiliated customers 108,78’ 42,387 $ — 3 151,16¢
Intersegment revenues 72€ 148 (877) —
Total net revenues 109,51! 42,52¢ (871 151,16¢
Operating income 21,48 7,006 $ (3,000 % 25,48¢
North Elimination and
Year Ended December 31, 2011 America Europe Other (a) Consolidated
Revenues from unaffiliated customers 108,54¢ 39,79: $ — 3 148,34.
Intersegment revenues 46€ 134 (600 —
Total net revenues 109,01! 39,921 (600) 148,34:
Operating income 30,11( 491z $ (20,000 $ 15,02:

@ Amount represents a charge related to unexggithpromotional shares of $22.0 million , $3.0 imilland $20.0 million for the years

ended December 31, 2013, 2012 and 2011 , resphbctiv

North
As of December 31, 2013 America Europe Elimination Consolidated
Long-lived assets 6,572 2,071 $ — 3 8,64¢
Total assets 96,27¢ 49,66¢ $ (31,149 $ 114,80:
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North
As of December 31, 2012 America Europe Elimination Consolidated

Long-lived assets $ 3,38¢ % 1,911 $ — 3 5,30(
Total assets $ 92,13¢ $ 36,59¢ $ (30,90) $ 97,83:

Revenue for each segment is recognized based ausk@mer location within a designated geograpteon. Property and equipment are
attributed to the geographic region in which theets are located.

For the years ended December 31, 2013, 2012 arid,28& Company did not have any customers thatuated for 10%@r more of revenue. /
of December 31, 2013 and December 31, 2012 , thep@oy did not have any customers that accountetOfdr or more of accounts receivable.

The following table sets forth the breakdown ofaiewes (in thousands) by type and segment. Travehve includes travel publication$dp

20, Website Newsflash Travelzoo NetworkandGetawaywouchers. Search revenue incluGegperSearchndFly.com. Local revenue include
Local Dealsvouchers and entertainment offers (vouchers amttidirookings).

Year Ended December 31,

2013 2012 2011
North America

Travel $ 63,81 $ 56,63t $ 57,79t

Search 20,70 23,10: 23,98(

Local 27,43¢ 29,05( 26,77
Total North America revenues $ 111,95 $ 108,78 $ 108,54¢
Europe

Travel $ 34,63t $ 29,84¢ $ 27,43¢

Search 3,26¢ 4,14¢ 5,08¢

Local 8,38( 8,38¢ 7,27(C
Total Europe revenues $ 46,27¢ % 42,381 % 39,79¢
Consolidated

Travel $ 98,447 $ 86,48( $ 85,22¢

Search 23,96¢ 27,25( 29,06¢

Local 35,81¢ 37,43¢ 34,04«
Total revenues $ 158,23: $ 151,16¢ $ 148,34:

Revenue by geography is based on the billing addofshe advertiser. Lonli+ed assets attributed to the U.S. and internal
geographies are based upon the country in whichdbet is located or owned.

The following table sets forth revenue for indivédigountries that exceed 10% of total revenueh@usands):

Year Ended December 31,

2013 2012 2011
Revenue
United States $ 104,65( $ 101,50t $ 101,1¢€
United Kingdom 31,27( 30,12: 27,51
Rest of the world 22,31« 19,54( 19,64
Total revenues $ 158,23 $ 151,16¢ $ 148,34
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The following table sets forth long lived assetg@pgraphic area (in thousands):

December 31,

2013 2012
United States $ 6,557 $ 3,36¢
Rest of the world 2,092 1,93
Total long lived assets $ 8,64¢ % 5,30(

Note 13: Related Party Transactions

Ralph Bartel, who founded Travelzoo and who is @€or of the Company is the sole beneficiary ef #alph Bartel 2005 Trust, which is
the controlling shareholder of Azzurro Capital 1As. of December 31, 2013 , Azzurro is the Compalaytgest stockholder, holding
approximately 48.2% of the Company's outstandiragesh

In July 2010, the Company entered into an indepanctentractor agreement with Holger Bartel, the @any’s former Chief Executive
Officer, the Company’s Chairman and brother of Rdbartel, who founded Travelzoo and who is a daoeof the Company, to provide
consulting services. Fees for these services reddiiring the nine months ended September 30, @@dléd approximately $380,000 . No
consulting services were rendered after Septenthe2®L1 as effective October 1, 2011, Holger Bdméelame a full time employee of Travel.
Inc. pursuant to an employment agreement, whicle@wot October 31, 2013.

In 2009, the Company sold its Asia Pacific opegagagment to Travelzoo (Asia) Limited and Traveldapan K.K., subsidiaries of
Azzurro Capital Inc. There is a reciprocal revesharing and hosting agreement among the Azzurr@alépc. entities operating the Travelzoo
business in Asia Pacific and the Company relatentdss-selling audiences and hosting and developseevices by the Company, which were
entered into in connection with the sale of Asiaiffabusiness segment. The net fees generateldeb@dmpany under these agreements
amounted to $704,000 , $536,000 and $616,000 éye¢hars ended December 31, 2013, 2012 and 20pkctaely. The Company’s net
receivables from the Azzurro Capital Inc. entibgerating the Travelzoo business in Asia Pacifibeurthese agreements totaled $ 189,000 and
$260,000 as of December 31, 2013 and 2012 , regglgctin addition, as part of the sale of the ABexific operating segment in 2009, the
Company obtained an option, which expires in JW#02to repurchase the Asia Pacific business patgadhe terms of the option agreement.
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Note 14: Unaudited Quarterly Information
The following represents unaudited quarterly finahdata (in thousands, except per share amouwnt&0fL3 and 2012 :

Quarter Ended

Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2013 2013 2013 2013 2012 2012 2012 2012
Revenues $ 3747 $ 37,25 $ 41,32 42,177 $ 37,028 $ 35447 $ 3936( $ 39,33
Cost of revenues 4,67( 4,322 4,42¢ 3,98¢ 4,072 3,98¢ 3,63( 4,05«
Gross profit 32,80« 32,93« 36,90: 38,19. 32,95¢ 31,45¢ 35,73( 35,27¢
Operating expenses:
Sales and marketing 17,30t 18,44¢ 19,457 19,65¢ 18,48¢ 17,427 16,06 16,26¢
General and
administrative 11,02¢ 10,51( 9,651 10,497 10,10¢ 9,83¢ 9,30: 9,44
Unexchanged
promotional shares — 22,00( — — — — — 3,00(
Total operating expens 28,33: 50,95¢ 29,10¢ 30,15¢ 28,59¢ 27,26: 25,36¢ 28,70¢
Operating income (loss) 4,47: (18,02% 7,792 8,03¢ 4,35¢ 4,19t 10,36¢ 6,57(
Other income (expense) 62 224 112 31 91 13t (16) 9¢
Income (loss) from
operations before income tax
expense 4,53t (17,80 7,90¢ 8,067 4,44¢ 4,33( 10,35( 6,66¢
Income tax expense 1,30¢ 1,23¢ 2,70¢ 2,472 692 89¢ 3,09( 2,92;
Net income (loss) $ 323 $ (1903 $ 520 $ 559 $ 3751 $ 343« $ 7,26C $ 3,74%
Basic net income (loss) per
share 0.21 (1.249) 0.3¢4 0.3¢ 0.2t 0.22 0.4¢ 0.2
Diluted net income (loss) per
share $ 021 $ 1.29 $ 034 % 0.3¢ % 024 % 0.2z % 0.4t % 0.2:

Item 9. Changes in and Disagreements with Accountants orcéenting and Financial Disclosure

None.

Item 9A. Controls and Procedures

As of December 31, 2013, we carried out an evi@oatinder the supervision and with the participatf the Company’s management,
including the Company’s Chief Executive Officermdowith the Company’s Chief Financial Officer, b&teffectiveness of the design and
operation of our disclosure controls and procedptesuant to Exchange Act Rule 13a-15(e). Based thmt evaluation, the Company’s Chief
Executive Officer along with the Company’s Chiefi&cial Officer concluded that the Company’s disate controls and procedures are
effective as of December 31, 2013 to ensure thiatrimation required to be disclosed in the repdrét the Company files or submits under the
Exchange Act, including this report, is recordemcessed, summarized and reported, within the pien®ds specified in the Commissienules
and forms, and to ensure that information requioeloe disclosed in such reports is accumulateccamdnunicated to management, including
Company'’s Chief Executive Officer and the Compan@hief Financial Officer, to allow timely decis®regarding required disclosure. For t
purposes, “disclosure controls and procedures” sieantrols and other procedures of the Companyatteatlesigned to ensure that information
required to be disclosed by the Company in thertsptbat it files or submits under the Exchange i8eecorded, processed, summarized and
reported, within the time periods specified in @@nmission’s rules and forms. “Disclosure contanisl procedureghclude, without limitation
controls and procedures designed to ensure thatmation required to be disclosed by the Compariiérreports that it files or submits under
the Exchange Act is accumulated and communicatétet@€ompany’s management, including its princgacutive and principal financial
officers, or persons performing similar functioas,appropriate to allow timely decisions regardaguired disclosure.
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During the quarter ended December 31, 2013 , thhageno change in our internal control over finah@gaorting (as defined in Exchange
Act Rule 13a-15(f)) that materially affected, oréasonably likely to materially affect, the Comgarinternal control over financial reporting.

Management’s Report on Internal Control Over Finandal Reporting

Travelzoo’s management is responsible for estahtisand maintaining adequate internal control diemcial reporting for Travelzoo
Inc. Travelzoo's internal control over financiapoeting is a process designed to provide reasorsslerance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanteWis. generally accepted accounting
principles. Travelzoo’s internal control over fircdal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainlg reflect the transactions and dispositionsthaf assets of Travelzoo; (ii) provide reasonable
assurance that transactions are recorded as ngcesparmit preparation of financial statementsd@cordance with generally accepted
accounting principles, and that receipts and exjp@®d of Travelzoo are being made only in accotdamith authorizations of management and
directors of Travelzoo; and (iii) provide reasomaassurance regarding prevention or timely detecianauthorized acquisition, use, or
disposition of Travelzoo’s assets that could hawgaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of
any evaluation of effectiveness to future periodssaibject to the risk that controls may becomdenaate because of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Travelzoo’s management assessed the effectiveh@sawelzoo’s internal control over financial refing as of December 31, 2013,
utilizing the criteria set forth by the CommitteeSponsoring Organizations of the Treadway Commis$COSO) innternal Control —
Integrated Framework (1992Based on the assessment by Travelzoo’s managewesdgtermined that Travelzoo’s internal controlrove
financial reporting was effective as of DecemberZ113 . The effectiveness of Travelzoo's intemitrol over financial reporting as of
December 31, 2013 has been audited by KPMG LLRselzao’s independent registered public accountimg,fas stated in their report which
appears in Part Il, Item 8 of this Annual Reportramm 10-K.

[s| _CHRISTOPHER LOUGHLIN
Christopher Loughlin
Chief Executive Officer

/s _GLEN CEREMONY
Glen Ceremony
Chief Financial Officer

February 12, 2014
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Item 9B. Other Information
Not applicable.
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PART Il

Item 10. Directors, Executive Officers and Corporate Govarrce of the Registrant

Information required by this item is incorporatgdrbference to Travelzoo’s Definitive Proxy Staterrfer the 2014 Annual Meeting of
Stockholders to be filed with the SEC within 12@slafter the end of Travelzoo’s fiscal year endeddnber 31, 2013 and is incorporated
herein by reference.

Item 11. Executive Compensation

Information regarding executive compensation amdpmnsation committee interlocks is incorporateddfgrence to the information in t
definitive Proxy Statement relating to our 2014 AahMeeting of Stockholders to be filed with theCGS&ithin 120 days after the end of our
fiscal year ended December 31, 2013, which isrjpm@ated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners éiManagement and Related Stockholder Matters

Information regarding security ownership of certagmeficial owners and management and related lsttadr matters is incorporated by
reference to the information in the definitive Rr&&tatement relating to our 2014 Annual Meetingtafckholders to be filed with the SEC
within 120 days after the end of our fiscal yeadehDecember 31, 2013, which is incorporated hdrgireference.

Item 13. Certain Relationships and Related Transactionsdairector Independence

Information regarding certain relationships andted transactions, and director independence @pocated by reference to the
information set forth in the definitive Proxy Statent relating to our 2014 Annual Meeting of Stodkleos to be filed with the SEC within
120 days after the end of our fiscal year endeceBder 31, 2013 , which is incorporated herein figreace.
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Item 14. Principal Accountant Fees and Services

Information regarding principal accountant fees sewvices is set forth in the definitive Proxy 8taént relating to our 2014 Annual

Meeting of Stockholders, which is incorporated Irels reference.

PART IV

Item 15. Exhibits and Financial Statement Schedules
The following documents are filed as part of tlepart:

(1) Our Consolidated Financial Statements are ideld in Part Il, Iltem 8:

Report of Independent Registered Public Accourfimm
Consolidated Balance Sheets

Consolidated Statements of Operations

Consolidated Statements of Comprehensive IncomssjLo
Consolidated Statements of Stockholders’ Equity
Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

(2) Supplementary Consolidated Financial Statersehiedules:

All schedules are omitted because of the absencerafitions under which they are required or beedls required information is

included in the consolidated financial statementsates thereto.
(3) Exhibits:

See attached Exhibit Index
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SIGNATURES

Pursuant to the requirements of Section 13 or 1dif(the Securities Exchange Act of 1934, the Regyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

TRAVELZOO INC.

By: /sl GLEN CEREMONY
Glen Ceremony
Chief Financial Officer

Date: February 12, 2014

KNOW ALL PERSONS BY THESE PRESENTS, that each pemshbose signature appears below hereby constiémigsppoints Glen
Ceremony as his or her attorney-in-fact, with fdiver of substitution, for him or her in any anbcalpacities, to sign any and all amendments to
this Form 10-K, with all exhibits and any and allcdments required to be filed with respect theneith the Securities and Exchange
Commission or any regulatory authority, grantingousuch attorney-in-fact and agent full power antharity to do and perform each and every
act and thing requisite and necessary to be doosler to effectuate the same as fully to all itkeand purposes as he or she might or could
personally present, hereby ratifying and confirmatighat such attorney-in-fact and agent or hisssitute or substitutes, may lawfully do or
cause to be done.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblpthe following persons on behalf
of the Registrant and in the capacities and orml#tes indicated.

Signatures Title(s) Date

/s HOLGER BARTEL Chairman of the Board of Directors February 12, 2014
Holger Bartel

/sl CHRISTOPHER LOUGHLIN Chief Executive Officer February 12, 2014
Christopher Loughlin

/sl GLEN CEREMONY Chief Financial Officer and Principal February 12, 2014
Glen Ceremony Accounting Officer
/sl RALPH BARTEL Director February 12, 2014
Ralph Bartel
/sl MICHAEL KARG Director February 12, 2014
Michael Karg
/s DONOVAN NEALE-MAY Director February 12, 2014

Donovan Neale-May

/sl MARY REILLY Director February 12, 2014
Mary Reilly
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Exhibit
Number

3.1

3.2%

3.3

10.1

10.2*

10.3

10.4

10.5

10.6

10.7*

10.8*

10.9*

EXHIBIT INDEX

Description

Certificate of Incorporation of Travelzoo Inc. (brporated by reference to our Pre-
Effective Amendment No. 6 to our Registration Staat on Form S-4 (File No. 333-
55026), filed February 14, 2002).

Certificate of Incorporation of Travelzoo Inc. a@drtificates of Amendment To the
Certificate of Incorporation to Effect a ReversecktSplit Followed by a Forward
Stock Split Of Travelzoo’s Common Stock.

By-laws of Travelzoo Inc. (Incorporated by referena our Pre-Effective Amendment
No. 6 to our Registration Statement on Form S-ke (Nb. 333-55026), filed February
14, 2002).

Form of Director and Officer Indemnification Agreemnt (Incorporated by reference to
Exhibit 10.1 on Form 10-Q (File No. 000-50171)edilNovember 9, 2007)

Travelzoo Inc. North America Executive Bonus PlarAmended and Restated
Effective January 1, 2007. (Incorporated by refeesto Exhibit 10.1 on Form 8-K (File
No. 000-50171), filed April 11, 2007)

Agreement of Lease, effective as of February 182B6tween Travelzoo Inc. and 590
Madison Avenue, LLC (Incorporated by reference xaiBit 10.1 on Form 8-K (File
No. 000-50171), filed February 7, 2008)

Asset Purchase Agreement, dated September 30, Bp@ad among Travelzoo Inc.,
Travelzoo K.K., Azzurro Capital Inc. and a buyetitgrto be designated by Azzurro
Capital Inc., with Exhibits (Incorporated by refece to Exhibit 10.1 on Form 8-K (File
No. 000-50171), filed October 5, 2009)

Asset Purchase Agreement, dated September 30, Bp@dd among Travelzoo Inc.,
Travelzoo (Asia Pacific) Limited, Azzurro Capitald. and a buyer entity to be
designated by Azzurro Capital Inc., with Exhibitscprporated by reference to Exhibit
10.2 on Form 8-K (File No. 000-50171), filed Octobe 2009)

Option Agreement, dated September 30, 2009, betWesrelzoo Inc. and Azzurro
Capital Inc. (Incorporated by reference to Exhiit3 on Form 8-K (File No. 000-
50171), filed October 5, 2009)

Employment Agreement between Travelzoo Inc. ands@hpher Loughlin dated
November 18, 2009 (Incorporated by reference tatiixh0.1 on Form 8-K (File No.
000-50171), filed November 23, 2009)

Nonqualified Stock Option Agreement between Travelinc. and Christopher
Loughlin dated November 18, 2009 (Incorporateddigrence to Exhibit 10.2 on Form
8-K (File No. 000-50171), filed November 23, 2009)

Nonqualified Stock Option Agreement between Traselinc. and Glen Ceremony
dated January 23,2012 (Incorporated by referenEhéits 10.1 on Form 8-K (File
No. 000-50171), filed March 30, 2012)
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10.10*

10.11*

10.12*

10.13*

10.14*

21.1%

23.1%

24.1

31.1%

31.2%

32.11

32.2t

101.INSt

101.SCHTY

101.CALYt

101.DEFY

101.LABT

101.PREYt

Nonqualified Stock Option Agreement between Traselinc. and Shirley Tafoya dat
January 23,2012 (Incorporated by reference to Eshiid).1 on Form 8-K (File No. 000-
50171), filed March 30, 2012)

Employment Agreement, dated August 4, 2011 betvgkariey Tafoya and Travelzoo
Inc. (Incorporated by reference to Exhibit 10.1Famm 10-Q (File No. 000-50171),
filed November 9, 2010)

Employment Agreement, dated May 9, 2011 between Geremony and Travelzoo
Inc. Form 8-K (File No. 000-50171), filed May 2@11)

Employment Agreement, dated October 1, 2011 betwisgger Bartel and Travelzoo
Inc. (Incorporated by reference to Exhibit 10.1Famm 10-Q (File No. 000-50171),
filed October 28, 2011)

Nonqualified Stock Option Agreement between Traselinc. and Christopher
Loughlin dated July 22, 2013.

Subsidiaries of Travelzoo Inc.

Consent of Independent Registered Public Accouriing

Power of Attorney (included on signature page)

Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley
Act of 2002

Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley
Act of 2002

Certification of Chief Executive Officer Pursuaant$ection 906 of the Sarbanes-Oxley
Act of 2002

Certification of Chief Financial Officer Pursuant$ection 906 of the Sarbanes-Oxley
Act of 2002

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docuine

XBRL Taxonomy Extension Definition Linkbase Docurhen

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenim

*  This exhibit is a management contract or a gensatory plan or arrangement.

T Filed herewith
t  Furnished herewith
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Exhibit 3.2
CERTIFICATE OF INCORPORATION
OF
TRAVELZOO INC.
FIRST: The name of the Corporation is Travelzoo Inc.

SECOND: Its registered office in the State of Delawareoisated at 2711 Centerville Road, Suite 400, WiltangNew Castle County,
Delaware 19808. The name and address of its regiségent is Corporation Service Company, 2711e2eiie Road, Suite 400, Wilmington,
Delaware 19808.

THIRD: The purpose of the Corporation is to engage inlanful act or activity for which corporations mag brganized under the General
Corporation Law of the State of Delaware ("GCL").

FOURTH:

A. Classes and Number of Shares.

The total number of shares of stebich the Corporation shall have authority to &&140,000,000 shares of common stock of the pal
value of $0.01 each, amounting in the aggregaf®tw Hundred Thousand Dollars ($400,000) ("CommimeiS), and 5,000,000 shares of
preferred stock of the par value of $0.01 each,watiog in the aggregate to $50,000 ("PreferredSjoc

B. Preemptive Rights.

Except as may otherwise be provisedgreement among stockholders of the Corporatiostockholder of any class of stock of the
Corporation shall have any preemptive right to &eqany additional shares of stock of the Corporatif any class or series or any security
convertible into, or exercisable or exchangeahlediach stock.

C. Terms of Common Stock.

The voting powers and relative tipgrating, optional and other special rights af thommon Stock, and the qualifications, limitations
and restrictions thereof, are as follows:

1. _Voting Rights and PowersExcept as provided in the GCL, the holders of shaféghe Common Stock shall vote together as a
single class (with the holders of all series off@med Stock entitled to vote together with thedaos of the shares of Common Stock) on all
matters as to which such holders are entitled te.vo

2. _Dividend Rights.No cash dividends may be declared and paid upo@adhnemon Stock so long as any Preferred Stock is
outstanding. Thereafter, cash dividends may beadsttland paid upon the Common Stock in such amamdtsit such times as the Board of
Directors may determine. Funds otherwise legalbilaisle for the payment of dividends on the ComiBtock shall not be restricted or reduced
by reason of there being any excess of the aggregeferential amount of any series of PreferrediSbutstanding over the aggregate par value
thereof.

3. _Liquidation Rights. In the event of any liquidation, dissolution or wing up of the Corporation, whether voluntary or
involuntary, after there shall have been paid bapart for payment of holders of any outstandimares of Preferred Stock the full preferential
amounts to which they are entitled, the entire iaing assets and funds of the Corporation legalbilable for distribution, if any, to its
shareholders shall be distributed ratably amondnti@ers of the Common Stock in proportion to theres of Common Stock then held by th

D. Preferred Stock.

Subject to the requirements of the GCL amdpttovisions of this Certificate of Incorporatidhe Board of Directors is expressly authorized
to cause any number of the authorized and unddsigishares of Preferred Stock to be issued from timime in one or more series of Prefe
Stock with such voting powers, full or limited, mo voting powers, and such designations, prefeseand relative, participating, optional or
other special rights, and qualifications, limitasoor restrictions thereof, if any, as the Boar®wéctors may fix by resolution or resolutions,
prior to the issuance of any shares of such sefiBseferred Stock, each of which series may diffem any and all other series, including,
without limiting the generality of the foregoindet following:




(i) The number of shares constituting suckesesf Preferred Stock and the designation thereof;

(i) The dividend rate, if any, on the shaoésuch series of Preferred Stock, whether anextent to which any such
dividends shall be cumulative or non-cumulative, thlative rights of priority, if any, of paymentsany dividends, and the
times at which, and the terms and conditions orckyhany dividends shall be paid;

(iif) The right, if any, of the holders of glea of such series of Preferred Stock to vote hedrtanner of voting, except as
may otherwise be provided by the GCL;

(iv) The right, if any, of the holders of skarof such series of Preferred Stock to conversaege into, or the right, if any, of
the Corporation to exchange the same for, anothes or series of stock of the Corporation andehms and conditions,
including any provision for future adjustment iretbonversion or exchange rate, under which saietshmay be converted or
exchanged,;

(v) The redemption or purchase price or prafethe shares of such series of Preferred Stbekyi, and the times at which,
and the terms and conditions on which, the shdregah series of Preferred Stock may be redeempdrohased;

(vi) The terms of the sinking fund, if any,lie provided for such series of Preferred Stoci,tha terms and amount of such
sinking fund;

(vii) The rights of the holders of shares w€ls series of Preferred Stock in the event of antaly or involuntary
liquidation, dissolution or winding up of the Corption and the relative rights of priority, if amyf,such holders with respect
thereto; and

(viii) Any other relative powers, preferen@esl rights, and any qualifications, limitationgestrictions, of such series of
Preferred Stock.

FIFTH: The name and mailing address of the incorporatBlizmbeth A. Creamer, 211 N. Broadway, Suite 3680[ ouis, Missouri 63102.

SIXTH: All corporate powers of the Corporation shall bereised by or under the direction of the Board wé&€tors except as otherwise
provided herein or by applicable law. In furtheraand not in limitation of the powers conferreddy, the Board of Directors is expressly
authorized:

(i) to adopt, amend or repeal By-laws of tlegg@ration, subject to the right of the stockhaddef the Corporation entitled to
vote with respect thereto to adopt, amend or reBgdhws made by the Board of Directors; and

(ii) from time to time to determine whethedan what extent, at what time and place, and undhett conditions and
regulations the accounts and books of the Corporatir any of them, shall be open to the inspeatfcamy stockholder; and no
stockholder shall have any right to inspect anyantor book or document of the Corporation exespprovided by applicable
law or the By-laws of the Corporation or as authedi by resolution of the stockholders or Board wé€ors of the
Corporation.

SEVENTH: No director of the Corporation shall be personkdlisle to the Corporation or its stockholders faymatary damages for any
breach of fiduciary duty by such director as aawe provided, however, that the foregoing shatline deemed to eliminate or limit the liability
of a director to the extent provided by applicdble (i) for any breach of the director's duty ojédty to the Corporation or its stockholders, (ii)
for acts or omissions not in good faith or whictidlve intentional misconduct or a knowing violatiohlaw, (i) under Section 174 of the
General Corporation Law of the State of Delawarégjw) for any transaction from which the directi®rived an improper personal benefit. This
provision is not intended to eliminate or narrowy aefenses to or protection against liability otiee available to directors of the Corporation.
No amendment to or repeal of this Article shalllgpgp or have any effect on the liability or allegkability of any director of the Corporation 1
or with respect to any acts or omissions of sucbctldr occurring prior to such amendment.




EIGHTH:

A. Every person who was or is a partysahreatened to be made a party to or is involaeahy threatened, pending or completed action,
suit or proceeding, whether civil, criminal, adnstnative or investigative, by reason of the faat $uch person or a person of whom such persor
is a legal representative is or was a directoffiicey of the Corporation or is or was servingla tequest of the Corporation or for its benefia
director, officer, employee or agent of any othanporation, or as the representative of the Cotmran a partnership, joint venture, trust or
other entity, shall be indemnified and held harsleg the Corporation to the fullest extent legakymissible under the General Corporation
Law of the State of Delaware, as amended from toriane, against all expenses, liabilities andégs@ncluding attorneys' fees, judgments, f
and amounts paid or to be paid in settlement) redsy paid or incurred by such person in connedtiemewith. Such right of indemnification
shall be a contract right that may be enforcechinrmanner desired by such person. Such right arnmdfication shall include the right to be
paid by the Corporation the expenses incurred fierding any such action, suit or proceeding in adeaof its final disposition upon receipt of
an undertaking by or on behalf of such personpayeuch amount if ultimately it should be detemuithat such person is not entitled to be
indemnified by the Corporation under the GenerapGration Law of the State of Delaware. Such righindemnification shall not be exclusive
of any other right which such directors, officerg@presentatives may have or hereafter acquirgveitftbut limiting the generality of such
statement, they shall be entitled to their respeaights of indemnification under any By-law, agmeent, vote of stockholders, provision of law
or otherwise, as well as their rights under thisde.

B. The Board of Directors may adopt Bydafrom time to time with respect to indemnificatito provide at all times the fullest
indemnification permitted by the General Corponati@w of the State of Delaware, as amended frora tortime, and may cause the
Corporation to purchase and maintain insuranceetialbof any person who is or was a director, effiemployee or agent of the Corporatior
is or was serving at the request of the Corporatidior its benefit as a director, officer, empley& agent of any other corporation, or as the
representative of the Corporation in a partnerghipt venture, trust or other entity, against axpense, liability or loss asserted against or
incurred by any such person in any such capacigyising out of any such status, whether or noQbrporation would have the power to
indemnify such person against such expense, laloitiloss.

NINTH: To the maximum extent permitted by law, in the evbat either the Corporation or any stockholdethef Corporation acquires
knowledge of any potential transaction, agreemamangement or other matter which may be an oppityttor both the Corporation and such
stockholder, neither the Corporation nor such siotder will have any duty to communicate or offecls opportunity to the other and such
stockholder will not be liable to the Corporatiam breach of any fiduciary or other duty, as aldtotder or otherwise, and the Corporation will
not be liable to such stockholder, by reason ofaleethat the Corporation or such stockholdethascase may be, pursues or acquires such
opportunity for itself or does not communicate sopportunity or information regarding such oppoityito such stockholder or the Corporati
as the case may be.

TENTH: The Corporation reserves the right to amend, ateange or repeal any provision contained in tladificate of Incorporation in
the manner now or hereafter prescribed by staanie all rights conferred upon stockholders, dinecémd officers herein are granted subject to
this reservation.




CERTIFICATE OF AMENDMENT
TO THE
CERTIFICATE OF INCORPORATION
OF
TRAVELZOO INC.

TRAVELZOO INC., a corporation organized and exigtimder and by virtue of the provisions of the Gah€orporation Law of the
State of Delaware (the "Corporation™), does heriify as follows:

FIRST: The name of the Corporation is Travelzoo Inc

SECOND: The Corporation's original Certificate ntdrporation was filed with the Secretary of Statéhe State of Delaware on
January 18, 2001.

THIRD: Section A of Article FOURTH of the Certifitaof Incorporation of the Corporation shall be adesl to read in its entirety as
follows:

"A. Classes and Number of Shares.

Upon the filing and effectiveness (the "Effectivien€") pursuant to the General Corporation Law ef $itate of Delaware (the "DGCI
of this Amendment to the Corporation's Certificaténcorporation, each twenty-five (25) shareshef Corporation's Common Stock, par value
$0.01 per share, issued and outstanding immediptily to the Effective Time, shall automatically teclassified, combined, and converted into
one (1) validly issued, fully paid, and nagsessable share of Common Stock, par value $8rGhare, of the Corporation, without any actio
any holder thereof; provided that no fractionalrehiaterests shall be issued as a result of thegfiing reclassification, combination, and
conversion to any stockholder that holds, of rectader than twentyive (25) shares of Common Stock immediately priothe Effective Time
and, in lieu of such fractional share interestdléctively, "Converted Fractionalized Interestgjly such stockholder shall be entitled, upon the
Effective Time, to receive a cash payment equétiécShare Value (as defined below) of each sha@ofmon Stock held by such stockholder
immediately prior to the Effective Time.

As used herein, "Share Value" shall mean the highg) the average closing price of the Commorckton the Nasdaq Global Select
Market ("Nasdaq") for the ten (10) consecutive ittgdlays ending on the last trading day prior todhte of the Effective Time and (ii) the
average sale price received by the transfer agehecCommon Stock in its sale in open market @atisns on Nasdaq of the shares of Common
Stock resulting from its aggregation of all ConedrEractionalized Interests without the deductibany costs associated with such sales.

From and after the Effective Time, (i) certificateat, immediately prior to the Effective Time, repent shares of Common Stock that
are held by any stockholder that holds more thamtyvfive (25) shares of Common Stock immediateigipto the Effective Time shall
thereafter represent the number of shares of Con8taxrk into which such shares shall have beengsifiled, combined, and converted at the
Effective Time pursuant to this Certificate of Andement, and (ii) certificates that, immediately ptio the Effective Time, represent shares of
Common Stock that are held by any stockholdertiblts fewer than twenty-five (25) shares of ComrBtock immediately prior to the
Effective Time shall thereafter represent onlyrilgat to receive a payment in cash equal to thee&SWalue for each share of Common Stock
previously represented by such certificate.

The total number of shares of stock which the Caan shall have the authority to issue is 40,000,shares of common stock of the
par value of $0.01 each, amounting in the aggrelgaf®ur Hundred Thousand Dollars ($400,000) (“"Camr8tock"), and 5,000,000 shares of
preferred stock of the par value of $0.01 eachquarting in the aggregate to $50,000 ("PreferredSjd'

FOURTH: This Certificate of Amendment shall becoeffective as of November 6, 2013 at 5:00 p.m.

FIFTH: This Certificate of Amendment was duly adeiptn accordance with Section 242 of the DGCL. Bbard of Directors duly
adopted resolutions setting forth and declaringsadble this Certificate of Amendment and directeat the proposed amendment be considered
by the stockholders of the Corporation. A meetihgtockholders was duly called upon notice in adaoce with Section 222 of the DGCL and
held on September 12, 2013 at which meeting thegsacy number of shares required by applicableMexe voted in favor of the proposed
amendment. The stockholders of the Corporation ddbpted this Certificate of Amendment.

IN WITNESS WHEREOF, the Corporation has caused@eidificate of Amendment to be duly executed sncibrporate name as of the



sixth day of November, 2013.




CERTIFICATE OF AMENDMENT
TO THE
CERTIFICATE OF INCORPORATION
OF
TRAVELZOO INC.

TRAVELZOO INC., a corporation organized and exigtimder and by virtue of the provisions of the Gah€orporation Law of the
State of Delaware (the "Corporation™), does hermiify as follows:

FIRST: The name of the Corporation is Travelzoo Inc

SECOND: The Corporation's original Certificate nfdrporation was filed with the Secretary of StateJanuary 18, 2001.

THIRD: Section A of Article FOURTH of the Certifitmof Incorporation of the Corporation shall be ade to read in its entirety as
follows:

"A. Classes and Number of Shares.

Upon the filing and effectiveness (the "Effectivien€") pursuant to the General Corporation Law ef 8tate of Delaware (the "DGCI
of this Amendment to the Corporation's Certificaténcorporation, each one (1) issued and outstansihare of the Corporation's Common
Stock, par value $0.01 per share, immediately poidhe Effective Time, and (i) any fractional shaf Common Stock held by any stockholder
that holds, of record, in excess of one (1) sh&f@oonmon Stock immediately prior to the Effectivien€, and (ii) any fractional interest held by
the Corporation's transfer agent pending disposttiereof on behalf of the former holders thergo&ach case shall automatically be
reclassified, changed, and converted into tweng-{25) validly issued, fully paid, and non-assbksahares of Common Stock, par value $0.01
per share (or, with respect to fractional shareregts, such lesser number of shares and fracsbaets as may be applicable based upon st
for-1 ratio), without any action by any holder therdeom and after the Effective Time, certificateatfhimmediately prior to the Effective Tin
represent Common Stock shall thereafter reprebermumber of shares of Common Stock into which shelnes shall have been reclassified,
changed, and converted at the Effective Time putsieethis Certificate of Amendment.

The total number of shares of stock which the Caan shall have the authority to issue is 40,000,shares of common stock of the
par value of $0.01 each, amounting in the aggrelgaf®ur Hundred Thousand Dollars ($400,000) (“"Camr8tock"), and 5,000,000 shares of
preferred stock of the par value of $0.01 each,lariog in the aggregate to $50,000 ("PreferredS)dc

FOURTH: This Certificate of Amendment shall becoeffective as of November 6, 2013 at 5:01 p.m.

FIFTH: This Certificate of Amendment was duly adepin accordance with Section 242 of the DGCL. Bbard of Directors duly
adopted resolutions setting forth and declaringsadble this Certificate of Amendment and directeat the proposed amendment be considered
by the stockholders of the Corporation. A meetifigtockholders was duly called upon notice in adaace with Section 222 of the DGCL and
held on September 12, 2013 at which meeting thessecy number of shares required by applicableMesg voted in favor of the proposed
amendment. The stockholders of the Corporation ddbpted this Certificate of Amendment.

IN WITNESS WHEREOF, the Corporation has caused@eidificate of Amendment to be duly executed sncibrporate name as of the
sixth day of November, 2013.



EXHIBIT 21.1

SUBSIDIARIES OF TRAVELZOO INC.

Subsidiaries Jurisdiction
Travelzoo (Canada) Inc. Canada
Travelzoo (Europe) Limited United Kingdom

Travelzoo Local Inc. Delaware



EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
Travelzoo Inc.:

We consent to the incorporation by reference inrélggstration statements on Form S-3 (No. 333-18%0% No. 333-119700) and on
Form S-8 (No. 333-116093, No. 333-173175, and 3&334) of Travelzoo Inc. and subsidiaries (Trave)zaf our report dated February 12,
2014 , with respect to the consolidated balancetsh# Travelzoo as of December 31, 2013 and 2@b# the related consolidated statements of
operations, comprehensive income (loss), stockinsléguity, and cash flows for each of the yeathénthree-year period ended December 31,
2013, and the effectiveness of internal contr@rdinancial reporting as of December 31, 2013 ictvineport appears in the December 31, 2013
annual report on Form 10-K of Travelzoo.

/sl KPMG LLP

Santa Clara, California
February 12, 2014



Exhibit 31.1

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

I, Christopher Loughlin, certify that:
1. | have reviewed this annual report on Form 16fKravelzoo Inc.;

2. Based on my knowledge, this report does notatorny untrue statement of a material fact or éonittate 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 report;

3. Based on my knowledge, the financial statemamid,other financial information included in thimnaal report, fairly present in
all material respects the financial condition, tessaf operations and cash flows of the registesnof, and for, the periods presented in this
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogt{as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedureaused such disclosure controls and procedoitss designed
under our supervision, to ensure that materiakméion relating to the registrant, including itheolidated subsidiaries, is made known to L
others within those entities, particularly durihg fperiod in which this report is being prepared;

b. designed such internal control over financigbréing, or caused such internal control over feialhreporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the preparation of financial
statements for external purposes in accordancegsitierally accepted accounting principles;

c. evaluated the effectiveness of the registrati$slosure controls and procedures and presentgdsineport our
conclusions about the effectiveness of the discésantrols and procedures, as of the end of thegeovered by this report based on such
evaluation; and

d. disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during
the registrant’s most recent fiscal quarter thatraterially affected, or is reasonably likely taterially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluattioiernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicdctors (or persons performing the equivalent
functions):

a. all significant deficiencies and material weas®s in the design or operation of internal comtvel financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, procesgnmarize and report financial information;
and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the
registrant’s internal control over financial repogt

/s/ CHRISTOPHER L OUGHLIN
Christopher Loughlin
Chief Executive Officer

Date: February 12, 2014



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTT O
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Glen Ceremony, certify that:
1. | have reviewed this annual report on Form 16fKravelzoo Inc.;

2. Based on my knowledge, this report does notatorny untrue statement of a material fact or ¢onittate 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 report;

3. Based on my knowledge, the financial statemamid,other financial information included in thimnaal report, fairly present in
all material respects the financial condition, tessaf operations and cash flows of the registesnof, and for, the periods presented in this
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogt{as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedureaused such disclosure controls and procedoitss designed
under our supervision, to ensure that materiakméion relating to the registrant, including itheolidated subsidiaries, is made known to L
others within those entities, particularly durihg fperiod in which this report is being prepared;

b. designed such internal control over financigbréing, or caused such internal control over feialhreporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the preparation of financial
statements for external purposes in accordancegsitierally accepted accounting principles;

c. evaluated the effectiveness of the registrati$slosure controls and procedures and presentgdsineport our
conclusions about the effectiveness of the discésantrols and procedures, as of the end of thegeovered by this report based on such
evaluation; and

d. disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during
the registrant’s most recent fiscal quarter thatraterially affected, or is reasonably likely taterially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluattioiernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicdctors (or persons performing the equivalent
functions):

a. all significant deficiencies and material weas®s in the design or operation of internal comtvel financial
reporting which are reasonably likely to adversafect the registrant’s ability to record, procesgnmarize and report financial information;
and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the
registrant’s internal control over financial repogt

/s/ GLEN CEREMONY
Glen Ceremony
Chief Financial Officer

Date: February 12, 2014



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual ReporForm 10-K (the “Report”) of Travelzoo Inc. foretlperiod ended December 31,
2013, the undersigned certifies, pursuant to IB€I. §1350, as adopted pursuant to 8906 of theaBaskOxley Act of 2002, to the best of his
knowledge, that (1) this Report complies with teguirements of Section 13(a) or Section 15(d) efSkcurities Exchange Act of 1934 and
(2) the information contained in this Report faipsesents, in all material respects, the finaremaldition and results of operations of the
Registrant.

Date: February 12, 2014 By: /s/ CHRISTOPHERL
OUGHLIN

Christopher Loughlin
Chief Executive Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350 and is not beiregfds part of this Report or as a sep:
disclosure document.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTT O
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual ReporForm 10-K (the “Report”) of Travelzoo Inc. foretlperiod ended December 31,
2013, the undersigned certifies, pursuant to IBCI.§1350, as adopted pursuant to 8906 of theaBaskOxley Act of 2002, to the best of his
knowledge, that (1) this Report complies with teguirements of Section 13(a) or Section 15(d) efSkcurities Exchange Act of 1934 and
(2) the information contained in this Report faipsesents, in all material respects, the finaramaldition and results of operations of the
Registrant.

Date: February 12, 2014 By: /s/ GLEN
CEREMONY

Glen Ceremony
Chief Financial Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350 and is not beiregfds part of this Report or as a sep:
disclosure document.



