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DATE & TIME:

Thursday April 17, 2014

10:00 a.m. Eastern Daylight Time

PLACE:

Sidley Austin LLP

787 Seventh Avenue

New York, New York 10019
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Most stockholders have a choice of voting on the Internet, by telephone or by mail using a traditional proxy card. Please refer to the proxy card
or other voting instructions included with these proxy materials for information on the voting methods available to you. If you vote on the
Internet or by telephone, you do not need to return your proxy card.

ANNUAL MEETING ADMISSION

Only stockholders who are eligible to vote at the Annual Meeting will be admitted to the Annual Meeting. Stockholders must present a form of
personal photo identification to be admitted. If your shares are held in the name of a bank, broker or other holder of record, you also must
present a brokerage statement or other proof of ownership to be admitted.

HELP US REDUCE PRINTING AND MAILING COSTS

If you share the same last name with other stockholders living in your household, you may receive only one copy of our Notice of Annual
Meeting and Proxy Statement and accompanying documents. Please see the response to the question �What is �householding� and how does it
affect me?� for more information on this stockholder program that eliminates duplicate mailings.
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PRELIMINARY COPY�SUBJECT TO COMPLETION

OWENS CORNING

One Owens Corning Parkway

Toledo, Ohio 43659

Notice of Annual Meeting of Stockholders

TIME AND DATE: 10:00 a.m., Eastern Daylight Time on Thursday April 17, 2014

PLACE: Sidley Austin LLP

787 Seventh Avenue

New York, New York 10019

PURPOSE: 1.      To elect the following directors to serve until the 2017 Annual Meeting of Stockholders and until
their successors are elected and qualified: Ann Iverson, Edward F. Lonergan and John D. Williams.

2.      To ratify the selection of PricewaterhouseCoopers LLP as our independent registered public
accounting firm for 2014.

3.      To approve amendments to the Bylaws and Certificate of Incorporation of Owens Corning to
declassify the Board of Directors.

4.      To approve, on an advisory basis, 2013 named executive officer compensation.

5.      To transact such other business as may properly come before the Annual Meeting or any
adjournment or postponement of the Annual Meeting.

RECORD DATE: You can vote if you are a stockholder of record at the close of business on February 26, 2014.

ANNUAL REPORT: Our Annual Report for the Fiscal Year Ended December 31, 2013 (�2013 Annual Report�) is enclosed
with these materials as a separate booklet.

PROXY VOTING: It is important that your shares be represented and voted at the Annual Meeting. You can vote your
shares on the Internet, by telephone or by completing and returning your proxy or voting instruction
card. See details under the heading �How do I vote?�

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR
THE ANNUAL MEETING OF STOCKHOLDERS TO BE HELD APRIL 17, 2014: The Notice of
Annual Meeting and Proxy Statement and 2013 Annual Report are available at
https://materials.proxyvote.com/690742.

By order of the Board of Directors,

John W. Christy

Secretary

Toledo, Ohio

February 28, 2014
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PRELIMINARY PROXY STATEMENT DATED FEBRUARY 28, 2014

SUBJECT TO COMPLETION

PROXY STATEMENT

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Why did I receive these proxy materials?

We are providing these proxy materials in connection with the solicitation by the Board of Directors of Owens Corning (�Owens Corning,� the
�Company,� �we,� �us� or �our�), a Delaware corporation, on behalf of the Company of proxies to be voted at our 2014 Annual Meeting of Stockholders
(the �Annual Meeting�) and at any adjournment or postponement thereof. On or about [March 13, 2014], we began distributing these proxy
materials to stockholders.

How can I attend the Annual Meeting?

You are invited to attend the Annual Meeting on April 17, 2014, beginning at 10:00 a.m., Eastern Daylight Time. The Annual Meeting will be
held at the offices of Sidley Austin LLP, 787 Seventh Avenue, New York, New York 10019. Only stockholders who are eligible to vote at the
Annual Meeting or their authorized representatives will be admitted. Stockholders must present one form of photo identification to be admitted
to the Annual Meeting. If you are a beneficial owner of shares, you also must present a brokerage statement or other proof of ownership to be
admitted. No cameras, recording equipment, electronic devices, large bags, briefcases or packages will be permitted in the Annual Meeting.
Seating will be limited.

Who is entitled to vote at the Annual Meeting?

Holders of Owens Corning common stock at the close of business on February 26, 2014, the record date for the Annual Meeting, are entitled to
receive this Proxy Statement and to vote their shares at the Annual Meeting. As of that date, there were [118,192,166] shares of common stock
outstanding and entitled to vote. Each share of common stock is entitled to one vote on each matter properly brought before the Annual Meeting.
All stockholders of record may vote in person at the Annual Meeting. Stockholders of record may also be represented by another person by
executing a proper proxy designating that person. If you are a beneficial owner of shares, you must obtain a legal proxy from your broker, bank
or other holder of record and present it to the inspectors of election with your ballot in order to vote at the Annual Meeting.

The names of stockholders of record entitled to vote at the Annual Meeting will be available for any purpose germane to the meeting at the
Annual Meeting and for ten days prior to the Annual Meeting between the hours of 8:45 a.m. and 4:30 p.m., at our principal executive offices at
One Owens Corning Parkway, Toledo, Ohio, 43659 by contacting the Secretary of the Company.

How do I vote?

You may vote using one of the following methods:

� vote through the Internet at www.proxyvote.com using the instructions included on the proxy card or voting instruction card;

� vote by telephone using the instructions on the proxy card or voting instruction card;

� complete and return a written proxy or voting instruction card; or

� attend and vote at the Annual Meeting. (See �Who is entitled to vote at the Annual Meeting?�)
Your vote is important. Please vote promptly.
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Will my shares be voted if I do not provide instructions to my broker?

If you are the beneficial owner of shares held in �street name� by a broker, the broker (as the record holder of the shares) is required to vote those
shares in accordance with your instructions. If you do not provide instructions, your broker will not be able to vote your shares on
�non-discretionary� proposals. The only item at the Annual Meeting that is �discretionary� is the ratification of the selection of
PricewaterhouseCoopers LLP as our independent registered public accounting firm. Accordingly, if you are a beneficial owner, your broker or
other holder of record is permitted to vote your shares on the ratification of the selection of PricewaterhouseCoopers LLP as our independent
registered public accounting firm, even if the stockholder of record does not receive voting instructions from you.

How do I vote shares I hold through the Company�s 401(k) plans?

If you hold shares through the Owens Corning Savings Plan or the Owens Corning Savings and Security Plan, you will receive a request for
voting instructions with respect to your plan shares. You are entitled to instruct the plan trustee on how to vote your plan shares. If you do not
give voting instructions to the plan trustee within the time specified by the plan trustee, your plan shares will be voted by the plan trustee in the
same proportion as shares for which voting instructions have been received for such plan.

What can I do if I change my mind after I vote my shares?

If you are a stockholder of record, you can revoke your proxy before it is exercised by:

� written notice to the Secretary of the Company;

� timely delivery of a valid, later-dated proxy or a later-dated vote by telephone or on the Internet; or

� voting by ballot at the Annual Meeting.
If you are a beneficial owner of shares, you may submit new voting instructions by contacting your broker or other holder of record.

All shares that have been properly voted and not revoked will be voted at the Annual Meeting.

What are the voting requirements to elect the directors and to approve the proposals discussed in this Proxy Statement?

The presence of the holders of a majority of the shares of common stock entitled to vote at the Annual Meeting, present in person or represented
by proxy, is necessary to constitute a quorum.

� Election of Directors
A plurality of the votes cast is required for the election of directors. This means that the director nominee with the most votes for a particular slot
is elected for that slot. You may vote �for� or �withhold� with respect to the election of directors. Only votes �for� are counted in determining whether
a plurality has been cast in favor of a director. Abstentions are not counted for purposes of the election of directors.

� Ratification of the Selection of PricewaterhouseCoopers LLP
Although ratification is not required by our Bylaws or otherwise, we are asking our stockholders to ratify the Audit Committee�s selection of
PricewaterhouseCoopers LLP as our independent registered public accounting firm for 2014. The affirmative vote of a majority of the votes
which could be cast by the holders of all stock entitled to vote which are present in person or by proxy at the Annual Meeting is required to
approve the ratification of the selection of PricewaterhouseCoopers LLP as our independent registered

2
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public accounting firm for 2014. Abstentions will count as present and entitled to vote for purposes of this proposal and will have the effect of a
vote against the proposal.

� Approval of Amendments to our Bylaws and Certificate of Incorporation to Declassify the Board of Directors
The affirmative vote of a supermajority of seventy five percent (75%) of all shares outstanding is required to approve the proposed amendments
to our Bylaws and Certificate of Incorporation to declassify the Board. Abstentions will count as present and entitled to vote for purposes of this
proposal and will have the effect of a vote against the proposal.

� Say on Pay
The affirmative vote of a majority of the votes which could be cast by the holders of all stock entitled to vote which are present in person or by
proxy at the Annual Meeting is required to approve, on an advisory basis, the compensation of our named executive officers. Abstentions will
count as present and entitled to vote for purposes of this proposal and will have the effect of a vote against the proposal.

Could other matters be decided at the Annual Meeting?

At the time this Proxy Statement went to press, we did not know of any matters to be raised at the Annual Meeting other than those referred to in
this Proxy Statement. However, if other matters should be properly presented at the meeting, the proxy holders will have the discretion to vote
your shares in accordance with their best judgment.

Who will tabulate the votes?

Representatives of Broadridge Financial Solutions, Inc. will tabulate the votes and act as inspector of election. John W. Christy and Jeffrey S.
Wilke have been appointed to serve as alternate inspectors of election in the event Broadridge is unable to serve.

Who will pay the cost of this proxy solicitation?

The Company will pay the cost of soliciting proxies. Proxies may be solicited on our behalf by directors, officers or employees in person or by
telephone, electronic transmission or facsimile transmission, and such persons will not receive additional compensation for their solicitation
efforts. We have hired Alliance Advisors, L.L.C. to assist in the distribution and solicitation of proxies for a fee of $8,500, plus reasonable
expenses, for these services.

What is �householding� and how does it affect me?

We have adopted a procedure approved by the U.S. Securities and Exchange Commission (�SEC�) called �householding.� This procedure is
designed to reduce the volume of duplicate information received at your household and helps us reduce our printing and mailing costs. Under
this procedure, stockholders of record who have the same address and last name and do not participate in electronic delivery of proxy materials
will receive only one copy of our Notice of Annual Meeting and Proxy Statement and accompanying documents, unless one or more of these
stockholders notifies us otherwise.

Stockholders who participate in householding will continue to receive separate proxy cards.

If you are eligible for householding, but you and other stockholders of record with whom you share an address currently receive multiple copies
of the Notice of Annual Meeting and Proxy Statement and

3

Edgar Filing: Owens Corning - Form PRE 14A

12



accompanying documents, or if you hold stock in more than one account, and in either case you wish to receive only a single copy of each of
these documents for your household, contact Broadridge Financial Solutions, Inc. at 1-800-542-1061 or in writing at Broadridge, Householding
Department, 51 Mercedes Way, Edgewood, New York 11717.

If you participate in householding and wish to receive a separate copy of this Notice of Annual Meeting and Proxy Statement and the
accompanying documents, or if you do not wish to participate in householding and prefer to receive separate copies of these documents in the
future, please contact Broadridge as indicated above.

Beneficial owners can request information about householding from their brokers or other holders of record.

4
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PROPOSAL 1

ELECTION OF DIRECTORS

Information Concerning Directors

Currently, our Board of Directors consists of 12 directors in three classes, with four directors in each class.

� The directors currently serving in Class II hold office for a term expiring at the Annual Meeting.

� The directors currently serving in Class III hold office for a term expiring at the Annual Meeting of Stockholders in 2015.

� The directors currently serving in Class I hold office for a term expiring at the Annual Meeting of Stockholders in 2016.
The directors in Class II whose terms expire at the Annual Meeting are: Ann Iverson, Edward F. Lonergan and John D. Williams. Pursuant to the
Corporate Governance Guidelines, adopted by our Board of Directors, the retirement age for directors is 73. A director who has attained age 73
may continue to serve as a director until the next succeeding annual meeting of stockholders. Joseph F. Neely has attained retirement age and
will retire at the Annual Meeting. Upon his retirement, the then current size of the Board of Directors will be reduced by one.

The Board of Directors has nominated each of Ms. Iverson and Messrs. Lonergan and Williams for re-election as directors at the Annual
Meeting for a new term expiring at the Annual Meeting of Stockholders in 2017, upon the recommendation of the Board�s Governance and
Nominating Committee, which consists solely of independent directors.

Pursuant to the Corporate Governance Guidelines, nominees for director are selected on the basis of, among other things, experience,
knowledge, skills, expertise, mature judgment, acumen, character, integrity, diversity, ability to make independent analytical inquiries,
understanding of Owens Corning�s business environment, and willingness to devote adequate time and efforts to Board responsibilities. The
Board of Directors believes that each of the current directors and nominees for director exhibit each of these characteristics. Set forth below with
each director�s biographical information is a description of the principal experience, qualifications, attributes or skills that led the Board to the
conclusion that each individual should serve as an Owens Corning director in light of the Company�s business and structure.

Your proxy will vote for each of the three nominees unless you specifically withhold authority to vote for any or all of the nominees. If any
nominee is unable to serve, your proxy may vote for another nominee proposed by the Board of Directors. We do not know of any nominee of
the Board of Directors who would be unable to serve as a director if elected.

Directors will be elected by a plurality of the votes cast at the Annual Meeting. Each person elected at the Annual Meeting will serve until the
Annual Meeting of Stockholders in 2017 and until his/her successor is duly elected and qualified.

The Board of Directors recommends that you vote FOR each director nominee named in Proposal 1.

5
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Nominees for Election as Directors in Class II�For a Term Expiring at the Annual Meeting of Stockholders in 2017

ANN IVERSON, 70

Director since 2006; Director

of our predecessor since 1996

Ms. Iverson has provided international consulting services in Carefree, Arizona, since 1998. Prior to
that, Ms. Iverson served as Chief Executive Officer of Laura Ashley Holdings plc, Mothercare plc
and Kay-Bee Toy Stores and chairperson of Brooks Sports, Inc. She has held executive positions
with Bloomingdales and Federated Department Stores, Inc. Ms. Iverson is Chairman of the Board of
Trustees of Thunderbird�The School of Global Management, and a member of Financo Global
Consulting. She also has been awarded the Ellis Island Medal of Honor.

Public Company Directorships in the Last Five Years:

�       Ignite Restaurant Group

Director Qualifications: Ms. Iverson has significant leadership experience as a chief executive
officer in both the public and private sectors and as a business consultant. She provides the Board a
global perspective, with over 10 years experience as chief executive officer of large multinational
companies. Ms. Iverson brings to the Board, among other skills and qualifications, expertise in
international business, branding, finance and marketing. Ms. Iverson�s experience and understanding
of finance led to her designation as an �audit committee financial expert.�

EDWARD F. LONERGAN, 54

Director since 2013

Mr. Lonergan has served as Director, President and Chief Executive Officer of Chiquita Brands
International, Inc., a leading international grower, distributor and marketer of nutritious, high-quality
fresh and value-added food products, since October 2012. He served as Director, President and CEO
of Diversey, Inc., a leading global provider of sustainable cleaning, sanitation and hygiene solutions,
from February 2006 through the sale of the company to Sealed Air Corporation in October 2011.
Prior to joining Diversey, Mr. Lonergan had over 25 years of experience in the consumer products
industry, most recently serving as President of the European region for The Gillette Company from
May 2002 until January 2006. He was employed from 1981 to April 2002 by The Procter & Gamble
Company, where he held a variety of leadership positions both domestically and internationally,
including general management roles in customer business development and in emerging markets.

Public Company Directorships in the Last Five Years:

�       Chiquita Brands International, Inc.

Director Qualifications: Mr. Lonergan brings more than 30 years of international leadership
experience at public companies in various sectors, including significant leadership experience as the
Chief Executive Officer of Chiquita Brands International. He possesses extensive knowledge of
global business operations, strong strategic and financial management expertise and a keen
understanding of the consumer products business.
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JOHN D. WILLIAMS, 59

Director Since 2011

Mr. Williams has served as President and Chief Executive Officer, and a director of Domtar
Corporation, a leading manufacturer and marketer of paper and pulp, since joining the company in
2009. From 2000 to 2008, Mr. Williams served in senior executive positions with SCA Packaging
Ltd. and SCA Packaging Europe, among Europe�s largest producers of containerboard paper used for
the manufacturing of corrugated box products. During this period, he served as President of SCA
Packaging Europe, from 2005 to 2008, and as regional managing director for the company�s U.K. and
Ireland operations from 2000 to 2005. Prior to joining SCA Packaging, Mr. Williams held a number
of increasingly senior positions in sales, marketing, management and operations with Rexam PLC;
Packaging Resources, Inc.; Huhtamaki; Alberto Culver (U.K.) Ltd.; and MARS Group.

Director Qualifications: Mr. Williams brings to the Board, among other skills and qualifications,
significant leadership experience as President and Chief Executive Officer of Domtar Corporation, a
large manufacturer, and as a senior manager in Europe. He has extensive experience in international
business, manufacturing, financial operations, sales and marketing. Mr. Williams� experience and
knowledge of finance and global risk led to his designation as an �audit committee financial expert.�

Class III�For a Term Expiring at the Annual Meeting of Stockholders in 2015

NORMAN P. BLAKE, JR, 72

Director since 2006; Director

of our predecessor since 1992

Mr. Blake retired in 2002 as Chairman, President, and Chief Executive Officer of Comdisco, Inc.
Previously he held the same position with Promus Hotel Corporation, USF&G Corporation, Heller
International Corporation as well as Chief Executive Officer and General Secretary of the United
States Olympic Committee. Also, he had previously been Executive Vice President�Financing
Operations of the General Electric Credit Corporation, General Electric Company. He currently is a
member of the Board of Trustees of the U.S. Army War College Foundation. He is the recipient of
the degree of Economics honoris causa from Purdue University as well as Masters and Bachelor
degrees. He has also been awarded the Ellis Island Medal of Honor.

Director Qualifications: Mr. Blake brings to the Board, among other skills and qualifications,
extensive executive leadership experience with leading companies. This experience enables him to
contribute insights regarding business strategy and finance. Mr. Blake�s experience and knowledge of
finance led to his designation as an �audit committee financial expert.�

JAMES J. MCMONAGLE, 69

Director Since 2007

Mr. McMonagle has been Of Counsel at Vorys, Sater, Seymour & Pease LLP, a law firm in
Cleveland, Ohio, since 2002. Mr. McMonagle is Director and Chairman of the Board of Selected
Family of Funds and formerly served as Senior Vice President, General Counsel and Secretary of
University Hospital Health System, Inc. and University Hospitals of Cleveland. He also was a
Common Pleas Court Judge of Cuyahoga County, Ohio, and an attorney in private practice.

Director Qualifications: Mr. McMonagle�s distinguished career as an attorney, general counsel, board
chairman and judge enables him to provide the Board valuable insights regarding regulatory risk,
governance, government processes and law.
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W. HOWARD MORRIS, 53

Director Since 2007

Mr. Morris has been President and Chief Investment Officer of The Prairie & Tireman Group, an
investment partnership, since 1998. Mr. Morris was formerly Vice President and Senior Portfolio
Manager at Comerica Asset Management from 2006 to 2007, Chief Executive Officer and
Emergency Financial Manager, Inkster, Michigan Public Schools, from 2002 to 2005, and Chief
Financial Officer, Detroit, Michigan Public School District, from 1999 to 2000. He is a Certified
Public Accountant, Chartered Financial Analyst and Personal Financial Specialist.

Director Qualifications: Mr. Morris brings to the Board, among other skills and qualifications,
experience in auditing, finance and investments. Mr. Morris� experience as a chartered public
accountant and chartered financial analyst and knowledge of finance led to his designation as an
�audit committee financial expert.�

SUZANNE P. NIMOCKS, 55

Director Since 2012

Ms. Nimocks was formerly a Director with McKinsey & Company, a global management consulting
firm, from June 1999 to March 2010, and was with the firm in various capacities since 1989,
including as leader of the firm�s Global Petroleum Practice, Electric Power & Natural Gas Practice, as
well as the Global Organization Practice. Ms. Nimocks served on several of the firm�s worldwide
personnel committees for many years and formerly served as the Houston Office Manager. Ms.
Nimocks is a Director at Valerus, a privately-held natural gas compression company based in
Houston. Ms. Nimocks serves as a Senior Advisor to Rothschild in their North American oil and gas
practice.

Ms. Nimocks chairs the Board of the Houston Zoo and is a Trustee for the Texas Children�s Hospital.
Ms. Nimocks is a former board member of the Greater Houston Partnership, United Way of the
Texas Gulf Coast and the American Heart Association, and a former Trustee of the St. John�s School
in Houston.

Public Company Directorships in the Last Five Years:

�       Encana Corporation

�       Rowan Companies Inc.

�       ArcelorMittal

Director Qualifications: Ms. Nimocks brings to the Board, among other skills and qualifications,
over 20 years of experience in a global management consulting firm, focusing on strategic planning
and risk management. Ms. Nimocks also has extensive experience serving as a director of other
global public companies.
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Class I�For a Term Expiring at the Annual Meeting of Stockholders in 2016

RALPH F. HAKE, 65

Director Since 2006

Mr. Hake retired as Chairman and Chief Executive Officer of the Maytag Corporation, a
manufacturer of home and commercial appliances, in 2006. Prior to joining Maytag, Mr. Hake was
Executive Vice President and CFO of Fluor Corporation, a $10 billion engineering and construction
company. Mr. Hake also served in executive positions at Whirlpool Corporation. Prior to joining
Whirlpool, Mr. Hake served in various corporate strategic and financial positions at the Mead
Corporation of Dayton, Ohio. Mr. Hake also served on the Board of Directors of the National
Association of Manufacturers and was Chairman of the group�s taxation and economic policy group.

Public Company Directorships in the Last Five Years:

�       ITT Corporation

�       Smurfit-Stone Container Corporation

�       Rock-Tenn Company

�       Exelis, Inc.

Director Qualifications: Mr. Hake brings to the Board, among other skills and qualifications, over 20
years of leadership experience with manufacturing companies. He has served in senior financial and
management roles as well as in leadership positions on the boards of other diversified public
companies. His experience at public companies has provided Mr. Hake with extensive knowledge in
governance, finance, manufacturing and operations and enables him to make significant
contributions to the Board.

J. BRIAN FERGUSON, 59

Director Since 2011

Mr. Ferguson retired from his position as Executive Chairman of Eastman Chemical Company, a
global chemical company engaged in the manufacture and sale of a broad portfolio of chemicals,
plastics and fibers, at the end of 2010, having retired as chief executive officer of Eastman in May
2009. He became Chairman and Chief Executive Officer of Eastman in January 2002. He joined
Eastman in 1977 and led several of its businesses in the U.S. and Asia. Mr. Ferguson is also the
retired chairman of the American Chemistry Council. Mr. Ferguson serves on the board of advisors
of Myriant Technologies and The University of Tennessee.

Public Company Directorships in the Last Five Years:

�       NextEra Energy, Inc.

�       Phillips 66

Director Qualifications: Mr. Ferguson brings to the Board, among other skills and qualifications,
over 30 years of leadership experience at Eastman Chemical Company, culminating in his service as
chief executive officer and as executive chairman. Additionally, he has served on the boards of
several publically traded companies. He has experience in international business, industrial
operations, strategic planning and capital raising strategies, as well as in executive compensation and
corporate governance.
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F. PHILIP HANDY, 69

Director Since 2006

Mr. Handy has been CEO of Strategic Industries, a worldwide diversified service and manufacturing
company, since 2001. He has held leadership positions with Equity Group Corporate Investments,
Chart House, Donaldson, Lufkin and Jenrette and Fidelity Management and Research. In March
2008, he was re-appointed by President George W. Bush and confirmed by the Senate to serve a
second term on the National Board of Education Sciences for a three-year term.

Public Company Directorships in the Last Five Years:

�       Anixter International, Inc.

�       Rewards Network, Inc.

Director Qualifications: Mr. Handy brings to the Board, among other skills and qualifications, over
40 years experience in business, finance and investing. He has significant experience leading a global
manufacturing company as the chief executive of Strategic Industries as well as serving as chief
executive officer of two public companies, Chart House and Rewards Network, Inc. Mr. Handy also
has experience as a director of other public companies. His experience enables him to provide
insights concerning business strategy, finance and investments.

MICHAEL H. THAMAN, 50

Director Since 2006; Director

of our predecessor since 2002

Mr. Thaman has served as Owens Corning�s President and Chief Executive Officer since 2007 and as
Chairman since 2002. Mr. Thaman joined Owens Corning in 1992 and held a variety of leadership
positions at Owens Corning, including serving as Chief Financial Officer beginning in 2000,
President of the Exterior Systems Business beginning in 1999 and President of the Engineered Pipe
Systems Business beginning in 1997. Prior to joining Owens Corning, Mr. Thaman was Vice
President in the New York office of Mercer Management Consulting, a strategy consulting firm.

Public Company Directorships in the Last Five Years:

�       NextEra Energy, Inc.

Director Qualifications: Mr. Thaman has significant leadership experience with Owens Corning. The
Board believes that Mr. Thaman�s strong leadership skills, financial acumen, extensive business
experience and knowledge of the Company, its products and its customers is of tremendous value to
the Board. This experience and knowledge qualifies Mr. Thaman to provide insight to the Board on
Owens Corning�s operations, business strategy and talent, as well as financial matters. In addition to
his other skills and qualifications, Mr. Thaman�s role as both Chairman and Chief Executive Officer
of Owens Corning serves as a vital link between management and the Board of Directors, allowing
the Board to perform its oversight role with the benefit of management�s perspective on business and
strategy.

10
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Director Retiring at the Annual Meeting of Stockholders

JOSEPH F. NEELY, 73

Director Since 2006

Mr. Neely served as Chief Executive Officer of Gold Toe Brands, Inc., a leading manufacturer of
hosiery sold under the Gold Toe brand names, in Whisett, North Carolina from 2002 to 2006. Mr.
Neely earlier served as Senior Vice President of Sara Lee Corporation responsible for their knit
products, hosiery, and intimate apparel groups. He also founded Raylen Vineyards and Winery, and
served on the North Carolina Grape Council.

Director Qualifications: Mr. Neely brings to the Board, among other skills and qualifications,
significant leadership experience with large public companies. This experience enables him to
provide insight concerning finance, manufacturing and operations. Mr. Neely�s experience and
knowledge of finance led to his designation as an �audit committee financial expert.�

11
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Governance Information

Corporate Governance Guidelines

Our Board of Directors has adopted Corporate Governance Guidelines which, in conjunction with our Certificate of Incorporation, Bylaws and
Board committee charters, form the framework for our corporate governance. The Corporate Governance Guidelines are published on our
website at http://www.owenscorning.com and will be made available in print upon request by any stockholder to the Secretary of the Company.

Board Leadership Structure

Pursuant to the Corporate Governance Guidelines, the Board has the authority to select its Chairperson based on its collective best judgment as
to the candidate best suited to meet the Company�s needs at a given time. Currently, Michael H. Thaman serves as Owens Corning�s Chairman of
the Board, President and Chief Executive Officer (�Chairman and CEO�) and Ralph F. Hake, a non-management director with extensive public
company experience serves as lead independent director (�Lead Independent Director�) of the Board. The Board of Directors believes that this
leadership structure is appropriate for Owens Corning in light of the Company�s governance structure, current needs and business environment as
well as the unique talents, experiences and attributes of the individuals in those roles.

Mr. Thaman was Chairman of the Board for the Company from April 2002 to December 2007, prior to his election as the Company�s Chief
Executive Officer. Upon his election as Chief Executive Officer in December 2007, the Chairman and CEO positions were combined in order to
ensure a single, strong senior management voice, with clear and consistent leadership on critical strategic objectives. The Board�s prior
experience working with Mr. Thaman in the Chairman position strongly supported its conclusion that the Company and its stockholders would
be best served with Mr. Thaman leading Owens Corning as its Chairman and CEO.

The Board of Directors further determined that it was appropriate to have a structure that provided strong leadership among the independent
directors of the Board. Our Lead Independent Director, Mr. Hake, has continuously served as director of the Company since 2006. He has also
had significant experience serving as a non-management director of public companies other than Owens Corning.

The Board of Directors has complete access to the Company�s management and believes that its on-going ability to review the leadership
structure of the Board and to make changes as it deems necessary and appropriate gives it the flexibility to meet varying business, personnel and
organizational needs over time. The success of any given structure will always be dependent upon the individuals who hold key roles and how
they work together to drive value for the Company and its stockholders.

Lead Independent Director

The independent directors on our Board of Directors have elected a Lead Independent Director to serve in a lead capacity to coordinate the
activities of the other non-management directors and to perform such other duties and responsibilities as the Board of Directors may determine.
Ralph F. Hake was elected to serve as Lead Independent Director effective April 2011 and re-elected for another two-year term effective as of
April 2013.

The responsibilities of the Lead Independent Director, as provided in the Charter of Lead Independent Director for Owens Corning, include:

� presiding at meetings of the Board in the absence of, or upon the request of, the Chairman;

� serving as a designated member of the Executive Committee;
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� presiding over all executive meetings of non-management directors and independent directors and reporting to the Board, as
appropriate, concerning such meetings;

� reviewing Board meeting agendas in collaboration with the Chairman and recommending matters for the Board to consider and
information to be provided to the Board;

� serving as a liaison and supplemental channel of communication between the non-management/independent directors and the
Chairman without inhibiting direct communication between the Chairman and other directors;

� serving as the principal liaison for consultation and communication between the non-management/independent directors and
stockholders; and

� advising the Chairman concerning the retention of advisors and consultants who report directly to the Board.
The Charter of Lead Independent Director for Owens Corning is available on our website at http://www.owenscorning.com.

The Board of Directors believes that having a strong Lead Independent Director with significant leadership responsibilities, as described above,
coupled with a strong and effective Chairman and CEO is currently the appropriate board leadership structure for Owens Corning.

Risk Oversight

The Audit Committee of the Board of Directors has primary responsibility for assisting the Board�s oversight of risk. Pursuant to its charter, the
Audit Committee�s responsibilities include discussing guidelines and policies governing the process by which senior management and the
relevant departments of the Company access and manage the Company�s exposure to risk. The Compensation and Finance Committees of the
Board of Directors also review and evaluate risks associated with their respective areas. Each of the Board Committees provides reports
concerning its respective risk management activities to the Board of Directors and the Board considers and discusses such reports.

Owens Corning also has a management Risk Committee which is responsible for overseeing and monitoring the Company�s risk assessment and
mitigation related actions. The Risk Committee�s membership has broad based functional representation, including members from the corporate
audit, finance, legal, security, treasury and business functions. The Risk Committee provides periodic updates concerning risk to the Audit
Committee of the Board of Directors.

Communications with Directors

Stockholders and other interested parties may communicate with the Lead Independent Director or any other non-management director by
sending an email to non-managementdirectors@owenscorning.com. All such communications are promptly reviewed by the Vice President,
Internal Audit and the Senior Vice President and General Counsel for evaluation and appropriate follow-up. The Board of Directors has
determined that communications determined to be advertisements, or other types of �Spam� or �Junk� messages, unrelated to the duties or
responsibilities of the Board, should be discarded without further action. A summary of all other communications is reported semi-annually to
the non-management directors. Communications alleging fraud or serious misconduct by directors or executive officers are immediately
reported to the Lead Independent Director. Complaints regarding business conduct policies, corporate governance matters, accounting controls
or auditing are managed and reported in accordance with Owens Corning�s existing Audit Committee complaint policy or business conduct
complaint procedure, as appropriate.
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Director Qualification Standards

Pursuant to New York Stock Exchange listing standards, our Board of Directors has adopted Director Qualification Standards with respect to the
determination of director independence that incorporate the independence requirements of the New York Stock Exchange corporate governance
listing standards. The standards specify the criteria by which the independence of our directors will be determined, including strict guidelines for
directors and their immediate families with respect to past employment or affiliation with the Company or its independent registered public
accounting firm. The full text of our Director Qualification Standards is available on our website at http://www.owenscorning.com. Using these
standards, the Board determines whether a director has a material relationship with the Company other than as a director.

Director Independence

With the assistance of legal counsel to the Company, the Governance and Nominating Committee reviewed the applicable legal standards for
director and Board Committee independence, our Director Qualification Standards, and the criteria applied to determine �audit committee
financial expert� status. The Committee also reviewed reports of the answers to annual questionnaires completed by each of the independent
directors and of transactions with director affiliated entities. On the basis of this review, the Governance and Nominating Committee delivered
reports and recommendations to the Board of Directors and the Board made its independence and �audit committee financial expert�
determinations based upon the Committee�s reports and recommendations.

The Board of Directors has determined that current directors Norman P. Blake, Jr., J. Brian Ferguson, Ralph F. Hake, F. Philip Handy, Ann
Iverson, Edward F. Lonergan, James J. McMonagle, W. Howard Morris, Joseph F. Neely, Suzanne P. Nimocks and John D. Williams are
independent under the standards set forth in our Directo0000">        

Total net revenues
  20,031   2,979   (30)  22,980 

Operating income (loss)
  5,815   (1,276)  (5)  4,534 

North
As of March 31, 2010 America Europe Elimination Consolidated
Property and equipment, net $ 3,954 $ 164 $ � $ 4,118
Total assets 70,910 5,638 (24,289) 52,259

North
As of December 31, 2009 America Europe Elimination Consolidated
Property and equipment, net $ 3,908 $ 181 $ � $ 4,089
Total assets 64,095 4,960 (22,923) 46,132
     Revenue for each segment is recognized based on the customer location within a designated geographic region. Property and equipment are
attributed to the geographic region in which the assets are located.
     Significant customer information is as follows:

Percent of Revenues
Percent of Accounts

Receivable
Three Months Ended March

31, March 31,
December

31,
Customer 2010 2009 2010 2009
Orbitz Worldwide * 13% * *
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* Less than 10%
     The agreements with this customer are in the form of multiple insertion orders in either the Company�s standard
form or in the customer�s form.
Note 13: Comprehensive Income
     Comprehensive income consists of two components, net income and other comprehensive income. Other
comprehensive income refers to gains that under generally accepted accounting principles are recorded as an element
of stockholders� equity but are excluded from net income. The Company�s other comprehensive income is comprised of
foreign currency translation adjustments.
     The following are components of comprehensive income (in thousands):

Three Months Ended
March 31,

2010 2009
Net income $ 2,474 $ 338
Other comprehensive income:
Foreign currency translation adjustments 126 97

Total comprehensive income $ 2,600 $ 435

     Accumulated other comprehensive loss, as reflected in the condensed consolidated balance sheets, consists of
cumulative foreign currency translation adjustments.
Note 14: Related Party Transaction
     On October 31, 2009, the Company completed the sale of its Asia Pacific operating segment to Azzurro Capital
Inc. and its wholly owned subsidiaries, Travelzoo (Asia) Limited and Travelzoo Japan K.K. Azzurro Capital Inc. is
owned and controlled by The Ralph Bartel 2005 Trust. Ralph Bartel, the Company�s Chairman and principal
shareholder, is a member of the board of directors of Azzurro Capital Inc. and is currently the sole beneficiary of The
Ralph Bartel 2005 Trust. The Company�s receivables from Travelzoo (Asia) Limited and Travelzoo Japan K.K. totaled
$109,000 as of March 31, 2010 and are part of prepaid expenses and other current assets in the accompanying
condensed consolidated balance sheets. See Note 15 for a further discussion on the sale of the Company�s Asia Pacific
operating segment.
Note 15: Discontinued Operations
     On September 30, 2009, the Company and its principal Asia Pacific subsidiaries entered into two definitive Asset
Purchase Agreements (�Asset Purchase Agreements�) with Azzurro Capital Inc., a company owned and controlled by
The Ralph Bartel 2005 Trust, on behalf of itself, and Azzurro Capital Inc.�s newly formed wholly-owned subsidiaries,
Travelzoo (Asia) Limited and Travelzoo Japan K.K., to acquire substantially all of the assets, and with the exception
of intercompany loans, assume substantially all of the liabilities of Travelzoo�s principal Asia Pacific subsidiaries,
which constitute Travelzoo�s Asia Pacific operating segment. The aggregate purchase price under the Asset Purchase
Agreements was $3,600,000, subject to a working capital adjustment, as defined in the Asset Purchase Agreements,
based on unaudited balance sheets as of October 31, 2009. Ralph Bartel, the Company�s Chairman and principal
shareholder, is a member of the board of directors of Azzurro Capital Inc. and is currently the sole beneficiary of The
Ralph Bartel 2005 Trust.
     As part of the transaction, the Company and Azzurro Capital Inc., Travelzoo (Asia) Limited and Travelzoo Japan
K.K. entered into the following additional agreements:
� A License Agreement providing for a limited, nontransferable (except as provided therein), perpetual,

exclusive (except as provided therein) fully paid-up license to perform the Licensed Services and Licensed
Business Processes (as defined in the License Agreements), and to use the Licensed Marks, the Licensed
Software, the Licensed Trade Secrets, and the Licensed Works (as defined in the License Agreements) in
connection with the Licensed Services and Licensed Business Processes within the Territory, which is defined
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as all countries located in those time zones that are more than five hours ahead of Greenwich Mean Time,
based on Standard time, including India and Pakistan, but excluding Russia.
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� A Hosting Agreement under which Travelzoo agrees to host, transact, process, store, implement, operate,

manage, maintain and provide access to licensed software and to data files and content provided by Travelzoo
(Asia) Limited and Travelzoo Japan K.K. for use in connection with the Licensed Services and the Licensed
Business Processes referred to in the Hosting Agreement.

� A Referral Agreement pursuant to which each party will, on a non-exclusive basis, make customer referrals to
each other, in consideration for receiving a specified percentage of the revenues derived from such referrals.

� A Transition Services Agreement under which Travelzoo agrees to provide, at the option of the Travelzoo
(Asia) Limited and Travelzoo Japan K.K, certain services on a temporary basis, at the prices and on other terms
to be determined as provided in the Transition Services Agreement.

     The Company and Azzurro Capital Inc. also entered into an Option Agreement (the �Option Agreement�) on
September 30, 2009, under which the Company will have an option (the �Option�) to acquire the assets or shares of the
Travelzoo (Asia) Limited and Travelzoo Japan K.K., exercisable during the month of June in any year from 2011 to
2020. The Option is also exercisable upon receipt by Travelzoo of a notice delivered under the Option Agreement of
(a) the intent for either or both of the Travelzoo (Asia) Limited and Travelzoo Japan K.K. to cease operations or (b) an
intention to effect an initial public offering of the shares of either of Travelzoo (Asia) Limited or Travelzoo Japan
K.K. The purchase price under the Option will be the fair market value of the assets and business being acquired,
determined by third party appraisal under the procedures set forth in the Option Agreement.
     A voting agreement was also reached between the Company and Ralph Bartel with the intent to avoid any future
conflicts of interest relating to the dealings between the Company and Azzurro Capital Inc. and their affiliates. Under
the voting agreement, Mr. Bartel agrees to vote (or cause to be voted) any shares of the Company over which he has
voting control, with respect to any proposal relating the Asia Pacific business, Azzurro Capital Inc., Travelzoo (Asia)
Limited, or Travelzoo Japan K.K., in the same manner and in the same proportion that all other securities of the same
class are voted at any meeting of the stockholders of the Company, and included provisions relating to the exercise of
his voting rights as a shareholder or director of the Company in respect of matters between the Company and Azzurro
Capital Inc. As a member of the Company�s Board of Directors, Mr. Bartel also agrees to abstain from all deliberations
and decisions of the Board of Directors with respect to any matters relating to any dealings, agreements or
arrangements between the Company or any of its affiliates and Azzurro Capital Inc. or any of its affiliates, including
with respect to the exercise of the Option, as mentioned above, except to the extent his vote shall be required to
constitute a quorum or otherwise to permit the Board of Directors to take action, in which case he shall vote with the
majority of the other members of the Board of Directors (or shall abstain in the case of a tie).
     On October 31, 2009, the Company completed the sale of its Asia Pacific operating segment to Azzurro Capital
Inc. pursuant to the terms of the Asset Purchase Agreements. The results of operations of the Asia Pacific operating
segment have been classified as discontinued operations for all periods presented. The Company has not had
significant ongoing involvement with the operations of the Asia Pacific operating segment and has not had material
economic interests in the Asia Pacific operating segment since the completion of the sale. Accordingly, the sale of the
Asia Pacific operating segment is treated as a discontinued operation under the relevant accounting literature.
     At the completion of the sale, the Company received $2.1 million, net of cash provided, and had a net receivable
from Travelzoo (Asia) Limited and Travelzoo Japan K.K. of $1.1 million, which was paid during quarter ending
March 31, 2010. The Company realized a gain of $3.4 million related to the sale of the net assets of the Asia Pacific
business segment to Azzurro Capital Inc. The resulting gain on the sale was reflected as an addition to additional
paid-in capital in the accompanying condensed consolidated balance sheets as both the Company and Azzurro Capital
Inc. are under the common control of Ralph Bartel.
     The following table presents the revenues and the components of loss from discontinued operations, net of tax (in
thousands):

Three Months Ended March
31,

2010 2009
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Revenues $ � $ 388
Cost of revenues � 46

Gross profit � 342

Operating expenses:
Sales and marketing � 923
General and administrative � 1,132
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Three Months Ended March
31,

2010 2009
Total operating expenses � 2,055

Operating loss from discontinued operations � (1,713)
Other expense � (15)

Loss from discontinued operations before income taxes � (1,728)
Income tax benefit � 25

Loss from discontinued operations, net of tax $ � $ (1,703)
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
     The information in this report contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such
statements are based upon current expectations, assumptions, estimates and projections about Travelzoo and our
industry. These forward-looking statements are subject to the many risks and uncertainties that exist in our operations
and business environment that may cause actual results, performance or achievements of Travelzoo to be different
from those expected or anticipated in the forward-looking statements. Any statements contained herein that are not
statements of historical fact may be deemed to be forward-looking statements. For example, words such as �may�, �will�,
�should�, �estimates�, �predicts�, �potential�, �continue�, �strategy�, �believes�, �anticipates�, �plans�, �expects�, �intends�, and similar
expressions are intended to identify forward-looking statements. Travelzoo�s actual results and the timing of certain
events could differ significantly from those anticipated in such forward-looking statements. Factors that might cause
or contribute to such a discrepancy include, but are not limited to, those discussed elsewhere in this report in the
section entitled �Risk Factors� and the risks discussed in our other SEC filings. The forward-looking statements
included in this report reflect the beliefs of our management on the date of this report. Travelzoo undertakes no
obligation to update publicly any forward-looking statements for any reason, even if new information becomes
available or other circumstances occur in the future.
Overview
     Travelzoo Inc. (the �Company�, or �Travelzoo�) is a global Internet media company. We inform over 20 million
subscribers worldwide, as well as millions of Web site users, about the best travel and entertainment deals available
from thousands of companies. We publish these offers by sourcing, researching, test-booking, and selecting offers
professionally. We provide airlines, hotels, cruise lines, vacation packagers, and other travel and entertainment
companies with a fast, flexible, and cost-effective way to reach millions of consumers. Our revenues are generated
from advertising fees.
     Our publications and products include the Travelzoo Web sites (www.travelzoo.com, www.travelzoo.ca,
www.travelzoo.co.uk, www.travelzoo.de, www.travelzoo.es, www.travelzoo.fr, among others), the Travelzoo Top 20
e-mail newsletter, and the Newsflash e-mail alert service. We operate SuperSearch, a pay-per-click travel search tool,
and the Travelzoo Network, a network of third-party Web sites that list deals published by Travelzoo. We also operate
Fly.com, a travel search engine that allows users to quickly and easily find the best prices on flights from hundreds of
airlines and online travel agencies. More than 2,000 travel and entertainment companies use our services.
     On October 31, 2009, we completed the sale of our Asia Pacific operating segment to Azzurro Capital Inc. and its
wholly-owned subsidiaries, Travelzoo (Asia) Limited and Travelzoo Japan K.K. The results of operations of the Asia
Pacific operating segment have been classified as discontinued operations for all periods presented. We have not had
significant ongoing involvement with the operations of the Asia Pacific operating segment and have not had material
economic interests in the Asia Pacific operating segment since the completion of the sale. Starting November 1, 2009,
the Travelzoo Web sites in Asia Pacific (cn.travelzoo.com, www.travelzoo.co.jp, www.travelzoo.com.au,
www.travelzoo.com.hk, www.travelzoo.com.tw, among others), the Travelzoo Top 20 e-mail newsletters in Asia
Pacific and the Newsflash e-mail alert service in Asia Pacific are published by Travelzoo (Asia) Limited and
Travelzoo Japan K.K., wholly owned subsidiaries of Azzurro Capital Inc., under a license agreement with the
Company. See Note 15 to the accompanying condensed consolidated financial statements.
     Our revenues are advertising revenues, consisting primarily of listing fees paid by travel and entertainment
companies to advertise their offers on the Travelzoo Web sites, in the Travelzoo Top 20 e-mail newsletter, in the
Newsflash e-mail alert service, in SuperSearch, through the Travelzoo Network, and on Fly.com. Listing fees are based
on placement, number of listings, number of impressions, number of click-throughs, or number of referrals. Smaller
advertising agreements � typically $2,000 or less per month � typically renew automatically each month if they are not
terminated by the client. Larger agreements are typically related to advertising campaigns and are not automatically
renewed.
     We have two operating segments based on geographic regions: North America and Europe. North America consists
of our operations in Canada and the U.S. Europe consists of our operations in France, Germany, Spain, and the U.K.
For the quarter ended March 31, 2009, European operations were 22% of revenues. Financial information with respect
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to our business segments and certain financial information about geographic areas appears in Note 12 to the
accompanying consolidated financial statements.
     When evaluating the financial condition and operating performance of the Company, management focuses on the
following financial and non-financial indicators:
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� Growth in the number of subscribers to the Company�s newsletters and page views of the homepages of the
Travelzoo Web sites;

� Operating margin;

� Growth in revenues in the absolute and relative to the growth in reach of the Company�s publications; and

� Revenue per employee as a measure of productivity.
Critical Accounting Policies
     We believe that there are a number of accounting policies that are critical to understanding our historical and future
performance, as these policies affect the reported amounts of revenue and the more significant areas involving
management�s judgments and estimates. These significant accounting policies relate to revenue recognition, the
allowance for doubtful accounts, and liabilities to former stockholders. These policies, and our procedures related to
these policies, are described in detail below.

Revenue Recognition
     We recognize revenue on arrangements in accordance with SEC Staff Accounting Bulletin for revenue recognition.
We recognize advertising revenues in the period in which the advertisement is displayed, provided that evidence of an
arrangement exists, the fees are fixed or determinable and collection of the resulting receivable is reasonably assured.
If fixed-fee advertising is displayed over a term greater than one month, revenues are recognized ratably over the
period as described below. The majority of insertion orders have terms that begin and end in a quarterly reporting
period. In the cases where at the end of a quarterly reporting period the term of an insertion order is not complete, the
Company recognizes revenue for the period by pro-rating the total arrangement fee to revenue and deferred revenue
based on a measure of proportionate performance of its obligation under the insertion order. The Company measures
proportionate performance by the number of placements delivered and undelivered as of the reporting date. The
Company uses prices stated on its internal rate card for measuring the value of delivered and undelivered placements.
Fees for variable-fee advertising arrangements are recognized based on the number of impressions displayed, number
of clicks delivered, or number of referrals generated during the period.
     Under these policies, no revenue is recognized unless persuasive evidence of an arrangement exists, delivery has
occurred, the fee is fixed or determinable, and collection is deemed reasonably assured. The Company evaluates each
of these criteria as follows:
� Evidence of an arrangement. We consider an insertion order signed by the client or its agency to be evidence

of an arrangement.

� Delivery. Delivery is considered to occur when the advertising has been displayed and, if applicable, the
click-throughs have been delivered.

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

� Collection is deemed reasonably assured. Collection is deemed reasonably assured if we expect that the client
will be able to pay amounts under the arrangement as payments become due. If we determine that collection is
not reasonably assured, then we defer the revenue and recognize the revenue upon cash collection. Collection
is deemed not reasonably assured when a client is perceived to be in financial distress, which may be evidenced
by weak industry conditions, a bankruptcy filing, or previously billed amounts that are past due.

     Revenue from advertising sold to clients through agencies is reported at the net amount billed to the agency.
Allowance for Doubtful Accounts

     We record a provision for doubtful accounts based on our historical experience of write-offs and a detailed
assessment of our accounts receivable and allowance for doubtful accounts. In estimating the provision for doubtful
accounts, management considers the age of the accounts receivable, our historical write-offs, the creditworthiness of
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the client, the economic conditions of the client�s industry, and general economic conditions, among other factors.
Should any of these factors change, the estimates made by
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management will also change, which could impact the level of our future provision for doubtful accounts.
Specifically, if the financial condition of our clients were to deteriorate, affecting their ability to make payments,
additional provision for doubtful accounts may be required.

Liability to Former Stockholders
     On October 15, 2004, we announced a program under which we would make cash payments to people who
establish that they were former stockholders of Travelzoo.com Corporation, and who failed to submit requests to
convert their shares into shares of Travelzoo Inc. within the required time period. We account for the cost of this
program as an expense recorded in general and administrative expenses. The ultimate total cost of this program is not
reliably estimable because it is based on the ultimate number of valid requests received and future levels of the
Company�s common stock price. The Company�s common stock price affects the liability because the amount of cash
payments under the program is based in part on the recent level of the stock price at the date valid requests are
received. We do not know how many of the requests for shares originally received by Travelzoo.com Corporation in
1998 were valid. We believe that only a portion of such requests were valid. In order to receive payment under the
program, a person is required to establish that such person validly held shares in Travelzoo.com Corporation.
     Since the total cost of the program is not reliably estimable, the amount of expense recorded in a period is equal to
the number of actual claims received during the period multiplied by (i) the number of shares held by each individual
former stockholder and (ii) the applicable settlement price based on the recent price of our common stock at the date
the claim is received as stipulated by the program. Requests are generally paid within 30 days of receipt. Please refer
to Note 10 to our unaudited condensed consolidated financial statements for further details about our liabilities to
former stockholders.
Results of Operations
     The following table sets forth, as a percentage of total revenues, the results from our continuing operations for the
periods indicated.

Three Months Ended
March 31,

2010 2009
Revenues 100.0% 100.0%
Cost of revenues 5.8 5.3

Gross profit 94.2 94.7

Operating expenses:
Sales and marketing 52.6 49.7
General and administrative 23.5 25.3

Total operating expenses 76.1 75.0

Operating income from continuing operations 18.1 19.7
Other income and expenses, net (0.6) (0.7)

Income from continuing operations, before income taxes 17.5 19.0
Income taxes 8.8 10.1

Income from continuing operations 8.7% 8.9%

     For the three months ended March 31, 2010, we reported operating income from continuing operations of
approximately $5.2 million. Our operating margin from continuing operations decreased to 18.1% for the three
months ended March 31, 2010 compared to 19.7% for the same period last year. The main reason for the decrease in
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operating margin from continuing operations is our sales and marketing expense as a percentage of revenues for the
three months ended March 31, 2010 increased compared to the three months ended March 31, 2009 (see �Operating
Expenses� below).
     We do not know whether our cost of revenues as a percentage of revenues will continue to increase in future
periods. Our cost of revenues will increase if the number of searches performed on Fly.com increases. We expect
fluctuations of cost of revenues as a percentage of revenues from quarter to quarter. Some of the fluctuations may be
significant and have a material impact on our results of operations.
     We do not know what our sales and marketing expenses as a percentage of revenues will be in future periods.
Increased competition in our industry may require us to increase advertising for our brand and for our products.
Increases in the average cost of

19

Edgar Filing: Owens Corning - Form PRE 14A

Table of Contents 35



Table of Contents

acquiring new subscribers (see �Subscriber Acquisition� below) may result in an increase of sales and marketing
expenses as a percentage of revenues. We may decide to accelerate our subscriber acquisition for various strategic and
tactical reasons and, as a result, increase our marketing expenses. We may see a unique opportunity for a brand
marketing campaign that will result in an increase of marketing expenses. Further, our strategy to replicate our
business model in selected foreign markets (see �Growth Strategy� below) may result in a significant increase in our
sales and marketing expenses and have a material adverse impact on our results of operations. We expect fluctuations
of sales and marketing expenses as a percentage of revenues from quarter to quarter. Some of the fluctuations may be
significant and have a material impact on our results of operations.
     We do not know what our general and administrative expenses as a percentage of revenues will be in future
periods. There may be fluctuations that have a material impact on our results of operations. We expect our headcount
to continue to increase in the future. The Company�s headcount is one of the main drivers of general and administrative
expenses. Therefore, we expect our absolute general and administrative expenses to continue to increase. In addition,
we expect our expansion into foreign markets to result in a significant additional increase in our general and
administrative expenses. Our general and administrative expenses as a percentage of revenues may also fluctuate
depending on the number of requests received related to a program under which the Company intends to make cash
payments to people who establish that they were former stockholders of Travelzoo.com Corporation, and who failed
to submit requests to convert their shares into shares of Travelzoo Inc. within the required time period.
Reach
     The following table sets forth the number of subscribers of each of our e-mail publications in North America and
Europe as of March 31, 2010 and 2009 and the total number of page views for the homepages of the Travelzoo Web
sites in North America and Europe for the three months ended March 31, 2010 and 2009. Management considers the
page views for the Travelzoo homepages as indicators for the growth of Web site traffic. Management reviews these
non-financial metrics for two reasons: First, to monitor our progress in increasing the reach of our products. Second,
to evaluate whether we are able to convert higher reach into higher revenues.

March 31, Year-over-Year
2010 2009 Change

Subscribers:
North America
Travelzoo Top 20 13,242,000 11,236,000 18%
Newsflash 11,506,000 9,341,000 23%
Europe
Travelzoo Top 20 3,868,000 2,431,000 59%
Newsflash 3,787,000 2,327,000 63%

Three Months Ended March 31, Year-over-Year
2010 2009 Change*

Page views of homepages of Travelzoo Web sites:
North America 11,035,000 8,916,000 24%
Europe 4,322,000 2,201,000 96%

* The
comparability of
year-over-year
changes of page
views of the
homepages of
Travelzoo Web
sites may be
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     In North America, revenues for the three months ended March 31, 2010 increased by 12% from the same period
last year. The total number of subscribers in North America to the Travelzoo Top 20 e-mail newsletter as of March 31,
2010 increased by 18% compared to March 31, 2009 and page views of the homepages of the Travelzoo Web sites in
North America for the three months ended March 31, 2010 increased by 24% from the same period last year. In North
America, we believe we were unable to fully convert higher reach into higher revenues because we were only able to
increase our advertising rates on select listings effective January 1, 2010.
     In Europe, revenues for the three months ended March 31, 2010 increased by 107% from the same period last year.
The total number of subscribers in Europe to the Travelzoo Top 20 e-mail newsletter as of March 31, 2010 increased
by 59% compared to March 31, 2009 and page views of the homepages of the Travelzoo Web sites in Europe
increased by 96% from the same period last year. In Europe, revenues increased at a higher rate than the rate of
growth in subscribers to the Travelzoo Top 20 e-mail newsletter and the rate of growth in page views of the
homepages of the Travelzoo Web sites in Europe.
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Revenues
     Our total revenues increased to $28.5 million for the three months ended March 31, 2010 from $23.0 million for
the three months ended March 31, 2009. This represents an increase of $5.5 million or 24%. $2.3 million of the
increase in revenues came from our operations in North America, which had an increase of 12% in revenues
year-over-year and was attributed primarily to a $2.2 million increase in revenues from our publications, which
includes the Travelzoo Web site, the Top 20 e-mail newsletter, and the Newsflash e-mail alert service. $3.2 million of
the increase in revenues came from our operations in Europe, which had an increase of 107% in revenues
year-over-year, which was attributed primarily to a $2.7 million increase in revenue from our publications, which
includes the Travelzoo Web site, the Top 20 e-mail newsletter, and the Newsflash e-mail alert service and a $438,000
increase in our search products, which consists of SuperSearch and Fly.com. We launched Fly.com in Europe in
October 2009. In local currency terms, revenues from our operations in Europe increased 91% year-over-year. The
weakening of the U.S. dollar relative to the British Pound Sterling and the Euro in the three months ended March 31,
2010 compared to the three months ended March 31, 2009 had a favorable impact on the revenues from our operations
in Europe. Had foreign exchange rates remained constant in these periods, revenues from our operations in Europe for
the three months ended March 31, 2010 would have been approximately $434,000 lower than reported revenues of
$6.2 million.
     For the three months ended March 31, 2010, none of our customers accounted for 10% or more of our revenue. For
the three months ended March 31, 2009, one of our customers accounted for 13% of our revenue.
     Management believes that our ability to increase revenues in the future depends mainly on the following factors:
� Our ability to increase our advertising rates;

� Our ability to sell more advertising to existing clients;

� Our ability to increase the number of clients;

� Our ability to develop new revenue streams; and

� Our ability to launch new products.
     We believe that we can increase our advertising rates if the reach of our publications increases. We do not know if
we will be able to increase the reach of our publications. We believe that we can sell more advertising if the market
for online advertising continues to grow and if we can maintain or increase our market share. We believe that the
market for online advertising continues to grow. We do not know if we will be able to maintain or increase our market
share. We historically have increased the number of clients in every year since inception. We do not know if we will
be able to increase the number of clients in the future. We do not know if we will have market acceptance of our new
products.
     Our goal is to increase our advertising rates at least once a year in each market, preferably as of January 1 of each
year. We increased advertising rates on select listings in the U.S. on January 1, 2010 and we did not increase our
advertising rates in the U.S. on January 1, 2009 or January 1, 2008. In the U.S., we were not able to increase
advertising rates on all listings in 2010 and did not increase rates in 2009 or 2008 due to intense competition in our
industry. In Europe, we were able to increase our advertising rates on most of our listings on January 1, 2010. We
intend to continue reviewing advertising rates and considering increases once a year as of January 1. However, there is
no assurance that we will increase our advertising rates. Depending on the level of competition in the industry and the
condition of the online advertising market, we may decide not to increase our advertising rates in all or certain
markets.
     Average annualized revenue per employee increased to $568,000 for the three months ended March 31, 2010 from
$547,000 for the three months ended March 31, 2009.
Cost of Revenues
     Cost of revenues consists primarily of network expenses, including fees we pay for co-location services and
depreciation and maintenance of network equipment, payments made to third-party partners of the Travelzoo Network,
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fees we pay related to user searches on Fly.com, amortization of capitalized Web site development costs, and salary
expenses associated with network operations staff. Our cost of revenues increased to $1.7 million for the three months
ended March 31, 2010 from $1.2 million for the three months ended March 31, 2009. As a percentage of revenue, cost
of revenues increased to 5.8% for the three months ended March 31,
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2010 from 5.3% for the three months ended March 31, 2009. The $435,000 increase in cost of revenues for the three
months ended March 31, 2010 compared to the three months ended March 31, 2009 was primarily due to a $325,000
increase in fees we pay related to user searches on Fly.com and a $112,000 increase in depreciation and maintenance
costs.
Operating Expenses

Sales and Marketing
     Sales and marketing expenses consist primarily of advertising and promotional expenses, salary expenses
associated with sales, marketing and production staff, expenses related to our participation in industry conferences,
and public relations expenses. Sales and marketing expenses increased to $15.0 million for the three months ended
March 31, 2010 from $11.4 million for the three months ended March 31, 2009. The goal of our advertising was to
acquire new subscribers for our e-mail products, increase the traffic to our Web sites, and increase brand awareness
for Travelzoo and Fly.com. The $3.6 million increase in sales and marketing expenses for the three months ended
March 31, 2010 compared to the three months ended March 31, 2009 was primarily due to a $1.1 million increase in
subscriber acquisition expenses, a $1.1 million increase in salary and employee related expenses due primarily to an
increase in headcount, a $740,000 increase in marketing expenses for Fly.com. For the three months ended March 31,
2010 and 2009, advertising expenses accounted for 59% of total sales and marketing expenses.
     Our goal is to increase our revenues from advertising sales. One important factor that drives our revenues is our
advertising rates. We believe that we can increase our advertising rates only if the reach of our publications increases.
In order to increase the reach of our publications, we have to acquire a significant number of new subscribers in every
quarter and continue to promote our brand. One significant factor that impacts our advertising expenses is the average
cost per acquisition of a new subscriber. We believe that the average cost per acquisition depends mainly on the
advertising rates which we pay for media buys, our ability to manage our subscriber acquisition efforts successfully,
and the degree of competition in our industry.
     In May 2005, we began operations in the U.K. In 2006, we began operations in Canada, Germany, and Spain. In
2007, we began operations in France. The continuing build-up of our business in Europe is expected to result in a
relatively high level of sales and marketing expense in the foreseeable future.

General and Administrative
     General and administrative expenses consist primarily of compensation for administrative, executive, and software
development staff, fees for professional services, rent, bad debt expense, amortization of intangible assets, and general
office expense. General and administrative expenses increased to $6.7 million for the three months ended March 31,
2010 from $5.8 million for the three months ended March 31, 2009. The $898,000 increase in general and
administrative expenses was primarily due to a $424,000 increase in salary and employee related expenses due
primarily to an increase in headcount, a $398,000 increase in professional services expense, and a $128,000 increase
in rent and office expense, offset by a $264,000 decrease in bad debt expense.
     In the three months ended March 31, 2010 and 2009, the Company recorded expenses of $2,000 and $1,000,
respectively, related to a program under which the Company makes cash payments to people who establish that they
were former stockholders of Travelzoo.com Corporation, and who failed to submit requests for shares in Travelzoo
Inc. within the required time period. The expenses are based on the number of actual valid claims received and the
Company�s stock price. We cannot reliably estimate future expenses incurred under this program because it is based on
the number of valid requests received and future levels of the Company�s common stock price.
     We expect our headcount to increase in the future. The Company�s headcount is one of the main drivers of general
and administrative expenses. Therefore, we expect our general and administrative expenses to continue to increase.
     Our strategy to replicate our business model in foreign markets is expected to result in a significant additional
increase in our general and administrative expenses in the foreseeable future.
Subscriber Acquisition
     The table set forth below provides for each quarter in 2007, 2008, 2009, and the first quarter of 2010, an analysis of
our average cost for acquisition of new subscribers for our Travelzoo Top 20 newsletter and our Newsflash e-mail alert
service for our North America and Europe operating segments.
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     The table includes the following data:
� Average Cost per Acquisition of a New Subscriber: The quarterly cost of consumer marketing programs whose

purpose was primarily to acquire new subscribers, divided by total new subscribers added during the quarter.

� New Subscribers: Total new subscribers who signed up for at least one of our e-mail publications throughout
the quarter. This is an unduplicated subscriber number, meaning a subscriber who signed up for two or more of
our publications is only counted once.

� Subscribers Removed From List: Subscribers who were removed from our lists throughout the quarter either as
a result of their requesting removal, or based on periodic list maintenance after we determined that the e-mail
address was likely no longer valid.

� Balance: The number of subscribers at the end of the quarter, computed by taking the previous quarter�s
subscriber balance, adding new subscribers during the current quarter, and subtracting subscribers removed
from list during the current quarter.

North America:

Average Cost
per Subscribers

Acquisition
of a New Removed

Period
New

Subscriber Subscribers From List Balance
Q1 2007 $ 2.61 730,063 (345,896) 10,611,505
Q2 2007 $ 3.03 552,488 (335,304) 10,828,689
Q3 2007 $ 3.92 385,408 (255,008) 10,959,089
Q4 2007 $ 3.78 279,967 (242,822) 10,996,234
Q1 2008 $ 4.97 296,565 (270,427) 11,022,372
Q2 2008 $ 3.39 348,506 (303,623) 11,067,255
Q3 2008 $ 3.73 360,916 (292,052) 11,136,119
Q4 2008 $ 2.75 487,681 (341,057) 11,282,743
Q1 2009 $ 2.29 720,320 (259,537) 11,743,526
Q2 2009 $ 2.15 885,031 (277,439) 12,351,118
Q3 2009 $ 1.80 1,076,367 (418,417) 13,009,068
Q4 2009 $ 1.61 619,831 (380,626) 13,248,273
Q1 2010 $ 1.89 1,009,235 (434,754) 13,822,754
Europe:

Average Cost
per Subscribers

Acquisition of
a New Removed

Period
New

Subscriber Subscribers From List Balance
Q1 2007 $ 3.89 159,439 (31,350) 783,379
Q2 2007 $ 4.43 206,003 (39,690) 949,692
Q3 2007 $ 2.96 331,903 (32,689) 1,248,906
Q4 2007 $ 5.85 165,781 (33,357) 1,381,330
Q1 2008 $ 3.90 362,417 (45,152) 1,698,595
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Q2 2008 $ 4.89 226,156 (31,055) 1,893,696
Q3 2008 $ 4.52 253,961 (38,418) 2,109,239
Q4 2008 $ 3.32 160,172 (46,736) 2,222,675
Q1 2009 $ 3.09 295,450 (40,542) 2,477,583
Q2 2009 $ 2.74 408,026 (52,491) 2,833,118
Q3 2009 $ 3.53 541,509 (99,396) 3,275,231
Q4 2009 $ 3.97 443,280 (117,519) 3,600,992
Q1 2010 $ 3.65 478,518 (117,617) 3,961,893
     In North America, we noted a trend of decreasing average cost per acquisition of a new subscriber (�CPA�) in 2009
after a period of increasing CPA. We do not consider the decrease in CPA to be indicative of a longer-term trend or to
indicate that our CPA is likely to stay at this level or is likely to decrease further.
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     In Europe, we see a large fluctuation in the CPA. The CPA fluctuates from quarter to quarter and from country to
country. The decline in CPA in Europe in Q4 2008 reflects the change in the exchange rates between Q3 2008 and Q4
2008 and accounted for $0.51 of the decrease in the CPA. In Q1 2010, a higher proportion of the total subscribers we
acquired were in United Kingdom, where the acquisition costs have been lower compared to most of the other
countries in Europe. This was the primary reason for the decrease in the CPA in Q1 2010 compared to Q4 2009.
     Future increases in CPA are likely to result in higher absolute marketing expenses and potentially higher relative
marketing expenses as a percentage of revenue. Going forward, we expect continued upward pressure on online
advertising rates and continued activity from competitors, which will likely increase our CPA over the long term. The
effect on operations is that greater absolute and relative marketing expenditures may be necessary to continue to grow
the reach of our publications. However, it is possible that the factors driving subscriber acquisition cost increases can
be partially or completely offset by new or improved methods of subscriber acquisition using techniques which are
under evaluation.
Segment Information
     We have presented the business segments in this report based on our organizational structure as of March 31, 2010.
North America

Three Months Ended March
31,

2010 2009
(In thousands)

Net revenues $ 22,396 $20,031
Income from operations 6,110 5,815
Income from operations as a % of revenues 27.3% 29.0%
     In North America, revenues increased $2.4 million or 12% for the three months ended March 31, 2010 compared
to the same period in 2009 (see �Revenues� above). Sales and marketing expense increased to $10.3 million, or 46% of
revenue, for the three months ended March 31, 2010 from $8.8 million, or 44% of revenue, for the three months ended
March 31, 2009. The $1.5 million increase in sales and marketing expense was primarily due to a $654,000 increase in
marketing expenses for Fly.com, a $475,000 increase in salary and employee related expenses, and a $262,000
increase in advertising to acquire new subscribers for our e-mail products. General and administrative expenses
increased to $4.6 million, or 21% of revenue, for the three months ended March 31, 2010 from $4.3 million, or 22% of
revenue, for the three months ended March 31, 2009. The $322,000 increase in general and administrative expense
was primarily due to a $220,000 increase in salary and employee related expenses due primarily to an increase in
headcount, a $186,000 increase in professional services expense, offset by a $149,000 decrease in bad debt expense.
Income from operations for North America as a percentage of revenue for the three months ended March 31, 2010
compared to the three months ended March 31, 2009 decreased to 27.3% from 29.0%.
Europe

Three Months Ended March
31,

2010 2009
(In thousands)

Net revenues $ 6,160 $ 2,979
Loss from operations (951) (1,276)
Loss from operations as a % of revenues 15.4% 42.8%
     In Europe, revenues increased $3.2 million, or 107%, for the three months ended March 31, 2010 compared to the
same period in 2009 (see �Revenues� above). Sales and marketing expenses increased to $4.7 million, or 77% of
revenue, for the three months ended March 31, 2010 from $2.6 million, or 89% of revenue, for the three months ended
March 31, 2009. The $2.1 million increase in sales and marketing expense was primarily due to an $834,000 increase
in advertising to acquire new subscribers for our e-mail products, a $603,000 increase in salary and employee related
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expenses due primarily to an increase in headcount, and a $349,000 increase in advertising to acquire traffic to our
Web sites. General and administrative expenses increased to $2.1 million, or 34% of revenue, for the three months
ended March 31, 2010 from $1.5 million, or 51% of revenue, for the three months ended March 31, 2009. The
$590,000 increase in general and administrative expense was primarily due to a $203,000 increase in salary and
employee related expenses due primarily to an increase in headcount, a $207,000 increase in professional services
expenses, and a $134,000 increase in rent and office expense. Our loss from operations in Europe was $951,000 for
the three months ended March 31, 2010 compared to a
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loss of $1.3 million for the three months ended March 31, 2009. The weakening of the U.S. dollar relative to the
British Pound Sterling and the Euro in the three months ended March 31, 2010 compared to the three months ended
March 31, 2009 had an unfavorable impact on the loss from our operations in Europe. Had foreign exchange rates
remained constant in these periods, the loss from our operations in Europe for the three months ended March 31, 2010
would have been approximately $45,000 lower.
Income Taxes
     We recorded income tax provisions of $2.5 million and $2.3 million relating to income from continuing operations
for the three months ended March 31, 2010 and March 31, 2009, respectively. Our income is generally taxed in the
U.S. and our income tax provisions reflect federal and state statutory rates applicable to our levels of income and
expenses, adjusted to take into account expenses that are treated as having no recognizable tax benefit. For the three
months ended March 31, 2010 and 2009, our effective tax rates were 50% and 53%, respectively. Our effective tax
rate decreased for the three months ended March 31, 2010 compared to 2009, due primarily to the decrease in losses
from our Europe business segments which were treated as having no recognizable tax benefit.
     We expect that our effective tax rate in future periods may fluctuate depending on the total amount of expenses
representing payments to former stockholders, from losses or gains incurred by our operations in Canada and Europe
and corresponding U.S. tax credits, if any.
     In January 2009, the Internal Revenue Service (�IRS�) issued a Notice of Proposed Adjustment contesting the
Company�s tax deductions in 2005 and 2006 related to the program under which the Company made cash payments to
people who established that they were former stockholders of Travelzoo.com Corporation, and who failed to submit
requests to convert shares into Travelzoo Inc. within the required time period. The Company does not agree with the
Notice of Proposed Adjustment and started discussions with the Appeals Division of the IRS in February 2010. If the
Company were to agree with the Notice of Proposed Adjustment, the result would be an additional payment of
approximately $590,000, plus interest. The Company believes it has adequately provided for this matter in the balance
of our long-term tax liabilities and it is not expected to have a material impact on the Company�s results of operation.
Discontinued Operations
     On October 31, 2009, we completed the sale of our Asia Pacific operating segment to Azzurro Capital Inc. and its
wholly-owned subsidiaries, Travelzoo (Asia) Limited and Travelzoo Japan K.K. The results of operations of the Asia
Pacific operating segment have been classified as discontinued operations for all periods presented. We received
$3.1 million, net of cash provided. We realized a gain of $3.4 million related to the sale of the net assets of the Asia
Pacific business segment to Azzurro Capital Inc. which was reflected as an addition to additional paid-in capital as
both the Company and Azzurro Capital Inc. are under the common control of Ralph Bartel. We recorded a tax benefit
of $4.4 million in discontinued operations for the tax benefit associated with the loss on investments in the Asia
Pacific subsidiaries as a result of their dissolution.
Liquidity and Capital Resources
     As of March 31, 2010, we had $30.1 million in cash and cash equivalents. Cash and cash equivalents increased
from $19.8 million as of December 31, 2009 primarily as a result of cash provided by operating activities and
financing activities as explained below. We expect that cash on hand will be sufficient to provide for working capital
needs for at least the next 12 months.

Three Months Ended March
31,

2010 2009
(In thousands)

Net cash provided by operating activities $ 9,767 $ 2,069
Net cash used in investing activities (396) (2,644)
Net cash provided by financing activities 1,073 2,158
Effect of exchange rate changes on cash and cash equivalents (95) (118)

Net increase in cash and cash equivalents $ 10,349 $ 1,465
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     Cash provided by operating activities is net income adjusted for certain non-cash items and changes in assets and
liabilities. Net cash provided by operating activities for the three months ended March 31, 2010 increased by
$7.7 million compared to the three months ended March 31, 2009. The $7.7 million increase in cash provided by
operating activities was due primarily to a $2.1 million
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increase in net income and a $6.1 million decrease in our income tax receivable as of March 31, 2010 compared to
December 31, 2009.
     Net cash used in investing activities was $396,000 for the three months ended March 31, 2010 compared to
$2.6 million for the three months ended March 31, 2009. The $2.2 million decrease in cash used in investing activities
was due primarily to a $488,000 decrease in purchased of property and equipment and we used $1.8 million to
purchase the fly.com domain name during the three months ended March 31, 2009.
     Net cash provided by financing activities was $1.1 million for the three months ended March 31, 2010. For the
three months ended March 31, 2010, net cash provided by financing activities was due to proceeds received from sale
of our Asia Pacific business segment. For the three months ended March 31, 2009, net cash provided by financing
activities was due to the exercise of stock options.
     Our capital requirements depend on a number of factors, including market acceptance of our products and services,
the amount of our resources we devote to the development of new products, cash payments to former stockholders of
Travelzoo.com Corporation, expansion of our operations, and the amount of resources we devote to promoting
awareness of the Travelzoo and Fly.com brands. Since the inception of the program under which we would make cash
payments to people who establish that they were former stockholders of Travelzoo.com Corporation, and who failed
to submit requests to convert their shares into shares of Travelzoo Inc. within the required time period, we have
incurred expenses of $2.7 million. While future payments for this program are expected to decrease, the total cost of
this program is still undeterminable because it is dependent on our stock price and on the number of valid requests
ultimately received. Consistent with our growth, we have experienced substantial increases in our cost of revenues,
sales and marketing expenses and our general and administrative expenses, and we anticipate that these increases will
continue for the foreseeable future. We believe cash on hand will be sufficient to pay such costs. In addition, we will
continue to evaluate possible investments in businesses, products and technologies, the consummation of any of which
would increase our capital requirements.
     Although we currently believe that we have sufficient capital resources to meet our anticipated working capital and
capital expenditure requirements for at least the next 12 months, unanticipated events and opportunities or a less
favorable than expected development of our business in Europe may require us to sell additional equity or debt
securities or establish new credit facilities to raise capital in order to meet our capital requirements.
     If we sell additional equity or convertible debt securities, the sale could dilute the ownership of our existing
stockholders. If we issue debt securities or establish a new credit facility, our fixed obligations could increase, and we
may be required to agree to operating covenants that would restrict our operations. We cannot be sure that any such
financing will be available in amounts or on terms acceptable to us.
     If the development of our business in Europe is less favorable than expected, we may decide to significantly reduce
the size of our operations and marketing expenses in Europe with the objective of reducing cash outflow. For the three
months ended March 31, 2010, cash used in operating activities in Europe was $866,000.
     The following summarizes our principal contractual commitments as of March 31, 2010 (in thousands):

2010 2011 2012 2013 2014 Total
Operating leases $ 2,970 $ 2,960 $ 2,033 $ 1,924 $ 161 $ 10,048
Purchase obligations 782 � � � � 782

Total commitments $ 3,752 $ 2,960 $ 2,033 $ 1,924 $ 161 $ 10,830

     We also have contingencies related to net unrecognized tax benefits of approximately $2.0 million as of March 31,
2010, which we are unable to make reasonably reliable estimates on the timing of the cash settlements with the
respective taxing authorities.
Growth Strategy
     Our growth strategy has three main elements:
� International expansion: We want to grow our revenue and operating profit through multiplying the Travelzoo

business in attractive international markets in Europe and in North America. We want to develop a strong
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� Expand scope of the Travelzoo business: We want to grow our revenue and operating profit through expanding

the Travelzoo product offerings and content into entertainment (e.g., Broadway shows, sporting events).

� Fly.com: We want to grow revenue and operating profits through building up Fly.com, our new meta-search
engine for airfares. We have identified meta-search as an opportunity with attractive economics and great
synergies with Travelzoo.

     We launched the Travelzoo business in the U.K. in 2005, in Canada in 2006, in Germany in 2006, in France in
2007, and in Spain in 2008. We began developing and offering entertainment content and related advertising services
in 2008. We launched Fly.com in February 2009.
Recent Accounting Standards
     In June 2009, the FASB issued a new accounting standard that changes the consolidation model for variable
interest entities, which is effective for interim and annual reporting periods beginning after November 15, 2009.
Earlier adoption is prohibited. The new accounting standard requires a company to perform qualitative analysis when
determining whether it must consolidate a variable interest entity and ongoing reassessments to determine if a
company must consolidate a variable interest entity. The new accounting standard also requires a company to provide
additional disclosures about its involvement with variable interest entities, any significant changes in risk exposure
due to that involvement and how its involvement with a variable interest entity affects the company�s financial
statements. A company will also be required to disclose any significant judgments and assumptions made in
determining whether it must consolidate a variable interest entity. Effective January 1, 2010, we adopted this new
accounting standard. The adoption of this new accounting standard did not have an impact on our consolidated results
of operations or financial condition.
     In October 2009, the FASB issued ASU 2009-13, a new accounting standard update for revenue recognition with
multiple deliverables. The new accounting standard update defines when individual deliverables included in a
multiple-element arrangement may be treated as separate units of accounting. The update primarily provides two
significant changes: 1) eliminates the need for objective and reliable evidence of the fair value for the undelivered
element in order for a delivered item to be treated as a separate unit of accounting, and 2) eliminates the residual
method to allocate the arrangement consideration. In addition, the update also expands the disclosure requirements for
revenue recognition. The new accounting standard update will be effective for us January 1, 2011, with early adoption
permitted. We are currently assessing the future impact of this new accounting standard on our consolidated results of
operations and financial condition.
     In January 2010, the FASB issued ASU 2010-06, a new accounting standard which requires reporting entities to
make new disclosures about recurring or nonrecurring fair-value measurements including significant transfers into and
out of Level 1 and Level 2 fair value measurements and information on purchases, sales, issuances, and settlements on
a gross basis in the reconciliation of Level 3 fair value measurements. The guidance is effective for interim and annual
reporting periods beginning after December 15, 2009, except for Level 3 reconciliation disclosures that are effective
for annual periods beginning after December 15, 2010. We do not expect the adoption of this new accounting standard
to have a material impact on our consolidated results of operations or financial condition.
RISK FACTORS

Investing in our common stock involves a high degree of risk. Any or all of the risks listed below as well as other
variables affecting our operating results could have a material adverse effect on our business, our quarterly and
annual operating results or financial condition, which could cause the market price of our stock to decline or cause
substantial volatility in our stock price, in which event the value of your common stock could decline. You should also
keep these risk factors in mind when you read forward-looking statements.
Risks Related to Our Financial Condition and Business Model
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We cannot assure you that we will be profitable.
     In the three months ended March 31, 2010, we generated a net income of $2.5 million. In the year ended
December 31, 2009, we generated a net income of $5.2 million. Although we had been profitable in the past, we
incurred a net loss in 2008, and there is no assurance that we will continue be profitable in the future. We forecast our
future expense levels based on our operating plans and our estimates of future revenues. We may find it necessary to
significantly accelerate expenditures relating to our sales and marketing efforts or otherwise increase our financial
commitment to creating and maintaining brand awareness among Internet users and travel companies. If our revenues
grow at a slower rate than we anticipate, or if our spending levels exceed our expectations or cannot be adjusted to
reflect slower revenue growth, we may not generate sufficient revenues to be profitable. We expect our operations in
Europe to incur losses through the end of 2010. Any of these developments could result in a significant decrease in the
trading price of our common stock.
Fluctuations in our operating results may negatively impact our stock price.
     Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors that
could affect our revenues or our expenses in any particular period. You should not rely on quarter-to-quarter
comparisons of our results of operations as an indication of future performance. Factors that may affect our quarterly
results include:
� mismatches between resource allocation and client demand due to difficulties in predicting client demand in a

new market;

� changes in general economic conditions that could affect marketing efforts generally and online marketing
efforts in particular;

� the magnitude and timing of marketing initiatives, including our acquisition of new subscribers and our
expansion efforts in other regions;

� the introduction, development, timing, competitive pricing and market acceptance of our products and services
and those of our competitors;

� our ability to attract and retain key personnel;

� our ability to manage our anticipated growth and expansion;

� our ability to attract traffic to our Web sites;

� technical difficulties or system downtime affecting the Internet generally or the operation of our products and
services specifically;

� payments which we may make to previous stockholders of Travelzoo.com Corporation who failed to submit
requests for shares in Travelzoo Inc. within the required time period; and

� volatility of our operating results in new markets.
     We may significantly increase our operating expenses related to advertising campaigns for Travelzoo for a certain
period if we see a unique opportunity for a brand marketing campaign, if we find it necessary to respond to increased
brand marketing by a competitor, or if we decide to accelerate our acquisition of new subscribers.
     If revenues fall below our expectations in any quarter and we are unable to quickly reduce our operating expenses
in response, our operating results would be lower than expected and our stock price may fall.
Our business model may not be adaptable to a changing market.
     Our current revenue model depends on advertising fees paid primarily by travel and entertainment companies. If
current clients decide not to continue advertising their offers with us and we are unable to replace them with new
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products. It is possible that we will be required to further adapt our business model in response to changes in the
online advertising market or if our current business model is not successful. If we are not able to anticipate changes in
the online advertising market or if our business model is not successful, our business could be materially adversely
affected.
We may not be able to obtain sufficient funds to grow our business and any additional financing may be on terms
adverse to your interests.
     For the three months ended March 31, 2010, our cash and cash equivalents increased by $10.3 million to
$30.1 million. We intend to continue to grow our business, and intend to fund our current operations and anticipated
growth from the cash on hand. However, this may not be sufficient to meet our needs. We may not be able to obtain
financing on commercially reasonable terms, or at all.
     If additional financing is not available when required or is not available on acceptable terms, we may be unable to
fund our expansion, successfully promote our brand name, develop or enhance our products and services, take
advantage of business opportunities, or respond to competitive pressures, any of which could have a material adverse
effect on our business.
     If we choose to raise additional funds through the issuance of equity securities, you may experience significant
dilution of your ownership interest and holders of the additional equity securities may have rights senior to those of
the holders of our common stock. If we obtain additional financing by issuing debt securities, the terms of these
securities could restrict or prevent us from paying dividends and could limit our flexibility in making business
decisions.
Our business may be sensitive to recessions.
     The demand for online advertising may be linked to the level of economic activity and employment in the U.S. and
abroad. Specifically, our business is primarily dependent on the demand for online advertising from travel and
entertainment companies. The recent recession decreased consumer travel and caused travel and entertainment
companies to reduce or postpone their marketing spending generally, and their online marketing spending in
particular. Continued or future recessions could have a material adverse effect on our business and financial condition.
Our operations could be significantly hindered by the occurrence of a natural disaster or other catastrophic event.
     Our operations are susceptible to outages due to fire, floods, power loss, telecommunications failures, unexpected
technical problems in the systems that power our Web sites and distribute our e-mail newsletters, break-ins and
similar events. In addition, a significant portion of our network infrastructure is located in Northern California, an area
susceptible to earthquakes. We do not have multiple site capacity in the event of any such occurrence. Outages could
cause significant interruptions of our service. In addition, despite our implementation of network security measures,
our servers are vulnerable to computer viruses, physical and electronic break-ins, and similar disruptions from
unauthorized tampering with our computer systems. We do not carry business interruption insurance to compensate us
for losses that may occur as a result of any of these events.
Technological or other assaults on our service could harm our business.
     We are vulnerable to coordinated attempts to overload our systems with data, which could result in denial or
reduction of service to some or all of our users for a period of time. We have experienced denial of service attacks in
the past, and may experience such attempts in the future. Any such event could reduce our revenue and harm our
operating results and financial condition. We do not carry business interruption insurance to compensate us for losses
that may occur as a result of any of these events.
Risks Related to Our Markets and Strategy
Our international expansion is expected to result in substantial operating losses, and is subject to other material
risks.
     In May 2005, we began operations in the U.K. In 2006, we began operations in Canada, Germany, and Spain. In
2007, we began operations in France.
     Although our revenues in Europe increased 107% in the three months ended March 31, 2010 from the same period
last year, we expect our operations in Europe will continue to incur losses through the end of 2010 primarily as a
result of significant expenses related to subscriber acquisition and the launch of Fly.com. We intend to continue
adding a significant number of subscribers in
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selected countries in which we operate as we believe this is one of the factors that will allow us to increase our
advertising rates and increase our revenues in Europe.
     The losses from our operations in Europe may not have any recognizable tax benefit. We expect that this will have
a material negative impact on our net income and cash flows. Any of these developments could result in a significant
decrease in the trading price of our common stock. In addition to uncertainty about our ability to generate net income
from our foreign operations and expand our international market position, there are certain risks inherent in doing
business internationally, including:
� trade barriers and changes in trade regulations;

� difficulties in developing, staffing and simultaneously managing foreign operations as a result of distance,
language and cultural differences;

� stringent local labor laws and regulations;

� currency exchange rate fluctuations;

� risks related to government regulation; and

� potentially adverse tax consequences.
We may not be able to continue developing awareness of our brand names.
     We believe that continuing to build awareness of the Travelzoo and Fly.com brand names is critical to achieving
widespread acceptance of our business. Brand recognition is a key differentiating factor among providers of online
advertising opportunities, and we believe it could become more important as competition in our industry increases. In
order to maintain and build brand awareness, we must succeed in our marketing efforts. If we fail to successfully
promote and maintain our brand, incur significant expenses in promoting our brand and fail to generate a
corresponding increase in revenue as a result of our branding efforts, or encounter legal obstacles which prevent our
continued use of our brand name, our business could be materially adversely affected.
Our business may be sensitive to events affecting the travel industry in general.
     Events like the war with Iraq or the terrorist attacks on the U.S. in 2001 or the current global financial crisis have a
negative impact on the travel industry. We are not in a position to evaluate the net effect of these circumstances on our
business. In the longer term, our business might be negatively affected by financial pressures on the travel industry.
However, our business may also benefit if travel companies increase their efforts to promote special offers or other
marketing programs. If such events result in a long-term negative impact on the travel industry, such impact could
have a material adverse effect on our business.
We will not be able to attract travel and entertainment companies or Internet users if we do not continually
enhance and develop the content and features of our products and services.
     To remain competitive, we must continually improve the responsiveness, functionality, and features of our
products and services. We may not succeed in developing features, functions, products, or services that travel and
entertainment companies and Internet users find attractive. This could reduce the number of travel and entertainment
companies and Internet users using our products and materially adversely affect our business.
We may lose business if we fail to keep pace with rapidly changing technologies and client needs.
     Our success is dependent on our ability to develop new and enhanced software, services, and related products to
meet rapidly evolving technological requirements for online advertising. Our current technology may not meet the
future technical requirements of travel and entertainment companies. Trends that could have a critical impact on our
success include:
� rapidly changing technology in online advertising;

� evolving industry standards, including both formal and de facto standards relating to online advertising;
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� competing products and services that offer increased functionality; and

� changes in travel company, entertainment company, and Internet user requirements.
     If we are unable to timely and successfully develop and introduce new products and enhancements to existing
products in response to our industry�s changing technological requirements, our business could be materially adversely
affected.
Our business and growth will suffer if we are unable to hire and retain highly skilled personnel.
     Our future success depends on our ability to attract, train, motivate, and retain highly skilled employees. We may
be unable to retain our skilled employees, or attract, assimilate, and retain other highly skilled employees in the future.
We have from time to time in the past experienced, and we expect to continue to experience in the future, difficulty in
hiring and retaining highly skilled employees with appropriate qualifications. If we are unable to hire and retain
skilled personnel, our growth may be restricted, which could adversely affect our future success.
We may not be able to effectively manage our expanding operations.
     Since the commencement of our operations, we have experienced a period of rapid growth. In order to execute our
business plan, we must continue to grow significantly. As of March 31, 2010, we had 201 employees. We expect that
the number of our employees will continue to increase for the foreseeable future. This growth has placed, and our
anticipated future growth will continue to place, a significant strain on our management, systems, and resources. We
expect that we will need to continue to improve our financial and managerial controls and reporting systems and
procedures. We will also need to continue to expand and maintain close coordination among our sales, production,
marketing, IT, and finance departments. We may not succeed in these efforts. Our inability to expand our operations
in an efficient manner could cause our expenses to grow disproportionately to revenues, our revenues to decline or
grow more slowly than expected and could otherwise have a material adverse effect on our business.
Our operations may be adversely affected by changes in our senior management.
     On November 18, 2009, the Company entered into an employment agreement with Christopher Loughlin, the
Company�s current Executive Vice President, Europe, under which, effective July 1, 2010, Mr. Loughlin will serve as
the Company�s Chief Executive Officer. Mr. Loughlin will replace Holger Bartel as Chief Executive Officer.
Mr. Loughlin served as the Company�s Vice President of Business Development from 2001 to 2005 and served as the
Company�s Senior Vice President and General Manager, Travelzoo U.K. from 2005 to 2006. Since 2006 Mr. Loughlin
has served as the Company�s Executive Vice President, Europe, and has extensive familiarity with the business and
operations of the Company. However, there can be no assurances that these changes in the senior management of the
Company will not have an adverse effect on the business of the Company, temporarily or otherwise.
Intense competition may adversely affect our ability to achieve or maintain market share and operate profitably.
     We face intense competition. We compete for advertising dollars with large Internet portal sites, such as America
Online, MSN, and Yahoo!, that offer listings or other advertising opportunities for travel and entertainment
companies. These companies have significantly greater financial, technical, marketing, and other resources and larger
client bases. We compete with search engines like Google and Yahoo! Search that offer pay-per-click listings. We
compete with travel meta-search engines and online travel deal publishers. We compete with large online travel
agencies like Expedia and Priceline that also offer advertising placements. In addition, we compete with newspapers,
magazines, and other traditional media companies that operate Web sites which provide online advertising
opportunities. We expect to face additional competition as other established and emerging companies, including print
media companies, enter the online advertising market. Competition could result in reduced margins on our services,
loss of market share, or less use of Travelzoo by travel companies, entertainment companies, and consumers. If we are
not able to compete effectively with current or future competitors as a result of these and other factors, our business
could be materially adversely affected.
Loss of any of our key management personnel could negatively impact our business.
     Our future success depends to a significant extent on the continued service and coordination of our management
team, particularly Holger Bartel, our Chief Executive Officer, and Christopher Loughlin, who is scheduled to become
our Chief Executive Officer on July 1, 2010. The loss or departure of any of our officers or key employees could
materially adversely affect our ability to implement our business plan. We do not maintain key person life insurance
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to become integrated into our management team. If our key management personnel are not able to work together
effectively or successfully, our business could be materially adversely affected.
We may not be able to access third party technology upon which we depend.
     We use technology and software products from third parties including Microsoft. Technology from our current or
other vendors may not continue to be available to us on commercially reasonable terms, or at all. Our business will
suffer if we are unable to access this technology, to gain access to additional products or to integrate new technology
with our existing systems. This could cause delays in our development and introduction of new services and related
products or enhancements of existing products until equivalent or replacement technology can be accessed, if
available, or developed internally, if feasible. If we experience these delays, our business could be materially
adversely affected.
Risks Related to the Market for our Shares
Our stock price has been volatile historically and may continue to be volatile.
     The trading price of our common stock has been and may continue to be subject to wide fluctuations. Our stock
price may fluctuate in response to a number of events and factors, such as quarterly variations in operating results;
announcements of technological innovations or new products by us or our competitors; changes in financial estimates
and recommendations by securities analysts; the operating and stock price performance of other companies that
investors may deem comparable to us; and news reports relating to trends in our markets or general economic
conditions.
     In addition, the stock market in general, and the market prices for Internet-related companies in particular, have
experienced volatility that often has been unrelated to the operating performance of such companies. These broad
market and industry fluctuations may adversely affect the price of our stock, regardless of our operating performance.
We are controlled by a principal stockholder.
     Ralph Bartel, who founded Travelzoo and who is our Chairman of the Board, is our largest stockholder, holding
beneficially, as of May 1, 2010, approximately 66.3% of our outstanding shares. Through his share ownership, he is in
a position to control Travelzoo and to elect our entire board of directors.
Risks Related to Legal Uncertainty
We may become subject to burdensome government regulations and legal uncertainties affecting the Internet
which could adversely affect our business.
     To date, governmental regulations have not materially restricted use of the Internet in our markets. However, the
legal and regulatory environment that pertains to the Internet is uncertain and may change. Uncertainty and new
regulations could increase our costs of doing business, prevent us from delivering our products and services over the
Internet, or slow the growth of the Internet. In addition to new laws and regulations being adopted, existing laws may
be applied to the Internet. New and existing laws may cover issues which include:
� user privacy;

� anti-spam legislation;

� consumer protection;

� copyright, trademark and patent infringement;

� pricing controls;

� characteristics and quality of products and services;

� sales and other taxes; and
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� other claims based on the nature and content of Internet materials.
We may be liable as a result of information retrieved from or transmitted over the Internet.
     We may be sued for defamation, negligence, copyright or trademark infringement or other legal claims relating to
information that is published or made available in our products. These types of claims have been brought, sometimes
successfully, against online services in the past. The fact that we distribute information via e-mail may subject us to
potential risks, such as liabilities or claims resulting from unsolicited e-mail or spamming, lost or misdirected
messages, security breaches, illegal or fraudulent use of e-mail or interruptions or delays in e-mail service. In addition,
we could incur significant costs in investigating and defending such claims, even if we ultimately are not liable. If any
of these events occur, our business could be materially adversely affected.
Claims may be asserted against us relating to shares not issued in our 2002 merger.
     The merger of Travelzoo.com Corporation into the Company became effective on April 25, 2002. Stockholders of
Travelzoo.com Corporation were allowed a period of two years following the effective date to receive shares in the
Company. After April 25, 2004, two years following the effective date, we ceased issuing shares to the former
stockholders of Travelzoo.com Corporation. Many of the �Netsurfer stockholders,� who had applied to receive shares of
Travelzoo.com Corporation in 1998 for no cash consideration, did not elect to receive their shares which were issuable
in the merger prior to the end of the two-year period. A total of 4,115,532 of our shares which had been reserved for
issuance in the merger were not claimed.
     It is possible that claims may be asserted against us in the future by former stockholders of Travelzoo.com
Corporation seeking to receive our shares, whether based on a claim that the two-year deadline for exchanging their
shares was unenforceable or otherwise. In addition, one or more jurisdictions, including the Bahamas or the State of
Delaware, may assert rights to unclaimed shares under escheat statutes. If such escheat claims are asserted, we intend
to challenge the applicability of escheat rights in that, among other reasons, the identity, residency and eligibility of
the holders in question cannot be determined. There were certain conditions applicable to the issuance of shares to the
Netsurfer stockholders, including requirements that (i) they be at least 18 years of age, (ii) they be residents of the
U.S. or Canada and (iii) they not apply for shares more than once. The Netsurfer stockholders were required to
confirm their compliance with these conditions, and were advised that failure to comply could result in cancellation of
their shares in Travelzoo.com Corporation. Travelzoo.com Corporation was not able to verify that the applicants met
the requirements referred to above at the time of their applications for issuance of shares. If claims are asserted by
persons claiming to be former stockholders of Travelzoo.com Corporation, we intend to assert that their rights to
receive their shares expired two years following the effective date of the merger, as provided in the merger agreement.
We also expect to take the position, if escheat or similar claims are asserted in respect of the unissued shares in the
future, that we are not required to issue such shares. Further, even if it were established that unissued shares were
subject to escheat claims, we would assert that the claimant must establish that the original Netsurfer stockholders
complied with the conditions to issuance of their shares. We are not able to predict the outcome of any future claims
which might be asserted relating to the unissued shares. If such claims were asserted, and were fully successful, that
could result in us being required to issue up to an additional 4,068,000 shares of common stock for no additional
payment, which would result in substantial dilution of the ownership interests of the other stockholders, and in our
earnings per share, which could adversely affect the market price of the common stock.
     On October 15, 2004, we announced a program under which we would make cash payments to people who
establish that they were former stockholders of Travelzoo.com Corporation, and who failed to submit requests to
convert shares into Travelzoo Inc. within the required time period. The accompanying condensed consolidated
financial statements include a charge in general and administrative expenses of $2,000 for these cash payments for the
three months ended March 31, 2010. The total cost of this program is not reliably estimable because it is based on the
ultimate number of valid requests received and future levels of our common stock price. Our common stock price
affects the liability because the amount of cash payments under the program is based in part on the recent level of the
stock price at the date valid requests are received. We do not know how many of the requests for shares originally
received by Travelzoo.com Corporation in 1998 were valid, but we believe that only a portion of such requests were
valid. As noted above, in order to receive payment under the program, a person is required to establish that such
person validly held shares in Travelzoo.com Corporation. Assuming 100% of the requests from 1998 were valid,
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former stockholders of Travelzoo.com Corporation holding approximately 4,068,000 shares had not submitted claims
under the program as of March 31, 2010.
Our internal controls over financial reporting may not be effective, and our independent auditors may not be able
to certify as to the effectiveness of such internal controls, which could have a significant and adverse effect on our
business.
     We are obligated to evaluate our internal controls over financial reporting in order to allow management to report
on, and our independent auditors to opine on, our internal controls over financial reporting, as required by Section 404
of the Sarbanes-Oxley Act of 2002 and the rules and regulations of the SEC, which we collectively refer to as
Section 404. In our Section 404 evaluation, we
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have identified areas of internal controls that may need improvement and have instituted remediation efforts where
necessary. Currently, none of our identified areas that need improvement has been categorized as material weaknesses.
We may identify conditions that may result in significant deficiencies or material weaknesses in the future.
We may be unable to protect our registered trademark or other proprietary intellectual property rights.
     Our success depends to a significant degree upon the protection of the Travelzoo brand name. We rely upon a
combination of copyright, trade secret and trademark laws and non-disclosure and other contractual arrangements to
protect our intellectual property rights. The steps we have taken to protect our proprietary rights, however, may not be
adequate to deter misappropriation of proprietary information.
     We have registered the Travelzoo trademark in the U.S., Australia, Canada, China, Hong Kong, Japan, South
Korea, Taiwan, and the U.K. If we are unable to protect our rights in the mark in North America, Europe, and Asia
Pacific, a key element of our strategy of promoting Travelzoo as a brand could be disrupted and our business could be
adversely affected. We may not be able to detect unauthorized use of our proprietary information or take appropriate
steps to enforce our intellectual property rights. In addition, the validity, enforceability, and scope of protection of
intellectual property in Internet-related industries are uncertain and still evolving. The laws of countries in which we
may market our services in the future are uncertain and may afford little or no effective protection of our intellectual
property. The unauthorized reproduction or other misappropriation of our proprietary technology could enable third
parties to benefit from our technology and brand name without paying us for them. If this were to occur, our business
could be materially adversely affected.
We may face liability from intellectual property litigation that could be costly to prosecute or defend and distract
management�s attention with no assurance of success.
     We cannot be certain that our products, content and brand names do not or will not infringe valid patents,
copyrights or other intellectual property rights held by third parties. While we have a trademark for �Travelzoo,� many
companies in the industry have similar names including the word �travel�. We expect that infringement claims in our
markets will increase in number as more participants enter the markets. We may be subject to legal proceedings and
claims from time to time relating to the intellectual property of others in the ordinary course of our business. We may
incur substantial expenses in defending against these third party infringement claims, regardless of their merit, and
such claims could result in a significant diversion of the efforts of our management personnel. Successful
infringement claims against us may result in monetary liability or a material disruption in the conduct of our business.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
     We believe that our potential exposure to changes in market interest rates is not material. The Company has no
outstanding debt and is not a party to any derivatives transactions. We invest in highly liquid investments with short
maturities. Accordingly, we do not expect any material loss from these investments.
     Our operations in Canada expose us to foreign currency risk associated with agreements being denominated in
Canadian Dollars. Our operations in Europe expose us to foreign currency risk associated with agreements being
denominated in British Pound Sterling and Euros. We are exposed to foreign currency risk associated with
fluctuations of these currencies as the financial position and operating results of our operations in Canada and Europe
will be translated into U.S. Dollars for consolidation purposes. We do not use derivative instruments to hedge these
exposures. We are a net receiver of U.S. Dollars from our foreign subsidiaries and therefore benefit from a weaker
U.S. dollar and are adversely affected by a stronger U.S. dollar relative to the foreign currency used by the foreign
subsidiary as its functional currency. We have performed a sensitivity analysis as of March 31, 2010, using a
modeling technique that measures the change in the fair values arising from a hypothetical 10% adverse movement in
the levels of foreign currency exchange rates relative to the U.S. dollar with all other variables held constant. The
foreign currency exchange rates we used were based on market rates in effect at March 31, 2010. The sensitivity
analysis indicated that a hypothetical 10% adverse movement in foreign currency exchange rates would result in an
incremental $392,000 foreign exchange loss for the three months period ended March 31, 2010.
Item 4. Controls and Procedures
     For the period ended March 31, 2010, we carried out an evaluation, under the supervision and with the
participation of the Company�s management, including the Company�s Chief Executive Officer along with the
Company�s Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and
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Executive Officer along with the Company�s Chief Financial Officer concluded that our disclosure controls and
procedures were effective as of March 31, 2010 to ensure that the information required to
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be disclosed by us in this quarterly report was recorded, processed, summarized and reported within the time periods
specified in the SEC�s rules and regulations and were also effective to ensure that information required to be disclosed
by us in this quarterly report was accumulated and communicated to our management including the Company�s Chief
Executive Officer and the Company�s Chief Financial Officer to allow timely decisions regarding its disclosure.
     During the three months ended March 31, 2010, there was no change in our internal control over financial
reporting (as defined in Exchange Act Rule 13a-15(f)) that materially affected, or is reasonably likely to materially
affect, the Company�s internal control over financial reporting.
PART II�OTHER INFORMATION
Item 1A. Risk Factors
     An updated description of the risk factors associated with our business is included under �Risk Factors� in
�Management�s Discussion and Analysis of Financial Condition and Results of Operations,� contained in Item 2 of Part I
of this report. This description includes any material changes to and supersedes the description of the risk factors
associated with our business previously disclosed in Item 1A of our 2009 Annual Report on Form 10-K and is
incorporated herein by reference.
Item 6. Exhibits
     The following table sets forth a list of exhibits:

Exhibit
Number Description

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

3.2 By-laws of Travelzoo Inc. (Incorporated by reference to Pre-Effective Amendment No. 6 to our
Registration Statement on Form S-4 (File No. 333-55026), filed February 14, 2002).

31.1� Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended.

31.2� Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended.

32.1� Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2� Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

� Filed herewith

� Furnished
herewith
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SIGNATURE
     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.

TRAVELZOO INC.
(Registrant)

By:  /s/ Wayne Lee  
Wayne Lee 
On behalf of the Registrant and as Chief
Financial Officer and Principal
Accounting Officer

Date: May 10, 2010
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