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Travelzoo Inc.
590 Madison Avenue, 21st Floor
New York, NY 10022
May 1, 2003

Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of Travelzoo Inc. on June 4, 2003. We will hold the meeting at The
Warwick Hotel, Kent Room, 65 West 54th Street, New York, New York 10019 at 10:00 a.m. Eastern Standard Time.

In connection with the meeting, we enclose a notice of the meeting, a proxy statement and a proxy card. Detailed information relating to
Travelzoo s activities and operating performance is contained in our 2002 Annual Report on Form 10-K, as filed with the Securities and
Exchange Commission, which is also enclosed.

Whether or not you plan to attend the Annual Meeting of Stockholders, please vote your shares via mail with the enclosed proxy card.
Please note that you can attend the meeting and vote in person, even if you have previously voted. If you plan to attend the meeting in person,
please provide advance notice to Travelzoo by checking the box on your proxy card. In addition, you may provide notice to Travelzoo that you
plan to attend in person by delivering written notice to Travelzoo s Secretary at 590 Madison Avenue, 21st Floor, New York, New York 10022.

If you hold your shares in street name through a bank or broker, please bring identification and proof of ownership, such as an account
statement or letter from your bank or broker, for admittance to the meeting. An admission list containing the names of all of those planning to
attend will be placed at the registration desk at the entrance to the meeting, where you must check in to gain admittance.

Travelzoo will make available an alphabetical list of stockholders entitled to vote at the meeting for examination by any stockholder during
ordinary business hours at 590 Madison Avenue, 21st Floor, New York, New York 10022, from May 19, 2003 until the meeting.

On behalf of the entire Board of Directors, we look forward to seeing you at the meeting.
Sincerely,

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

590 Madison Avenue
21st Floor
New York, New York 10022

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on June 4, 2003

May 1, 2003

To the Stockholders of Travelzoo Inc.:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Travelzoo Inc., a Delaware corporation, will be held on
Wednesday, June 4, 2003, at 10:00 a.m. Eastern Standard Time at The Warwick Hotel, Kent Room, 65 West 54th Street, New York, New York
10019, for the following purposes:

1. To elect five directors for terms expiring in 2004; and
2. To ratity the appointment of KPMG LLP as principal independent auditors for the year 2003; and

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

Only stockholders of record at the close of business on April 30, 2003 may vote at the Meeting. Your vote is important. Whether you plan to
attend the Annual Meeting or not, please cast your vote by completing, dating and signing the enclosed proxy card and returning it via
mail to the address indicated. If you attend the meeting and prefer to vote in person, you may do so even if you have previously voted by
proxy.

By Order of the Board of Directors,

TRAVELZOO INC.

RALPH BARTEL
Chairman of the Board of Directors, President,

Chief Executive Officer, and Secretary
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PROXY STATEMENT

FOR THE TRAVELZOO INC.
2003 ANNUAL MEETING OF STOCKHOLDERS

INFORMATION ABOUT THE ANNUAL MEETING

Why am I receiving these proxy materials?

Travelzoo s Board of Directors is soliciting proxies to be voted at the 2003 Annual Meeting of Stockholders. This proxy statement includes
information about the issues to be voted upon at the meeting.

On May 1, 2003, we began mailing these proxy materials to all stockholders of record at the close of business on April 30, 2003. On the
record date, there were 19,425,147 shares of our common stock outstanding.

Where and when is the Annual Meeting?

The Annual Meeting of Stockholders will take place on June 4, 2003 at The Warwick Hotel, Kent Room, 65 West 54th Street, New York,
New York 10019. The meeting will begin at 10:00 a.m. Eastern Standard Time.

What am I voting on?

We are asking our stockholders to elect five directors and to ratify the appointment of Travelzoo s independent auditors.

How many votes do I have?

You have one vote for each share of our common stock that you owned at the close of business on April 30, 2003, the record date. These
shares include:

Shares held directly in your name as the stockholder of record, and

Shares held for you as the beneficial owner through a broker, bank, or other nominee in street name.
If I am a stockholder of record, how can I vote my shares?

You can vote by proxy or in person.

How do I vote by proxy?

If you are a stockholder of record, you may vote your proxy by mail. If you receive a paper copy of the Proxy Statement, simply mark the
enclosed proxy card, date and sign it, and return it in the postage paid envelope provided. If you receive the Proxy Statement via e-mail, please
print the attached proxy card, date and sign it, and return it via mail to Travelzoo Inc., Attention: Secretary, 590 Madison Avenue, 21st Floor,
New York, New York 10022.

If you vote by proxy, the persons named on the card (your proxies ) will vote your shares in the manner you indicate. You may specify
whether your shares should be voted for all, some or none of the nominees for director or any other proposals properly brought before the
Annual Meeting. If you sign your proxy card and do not indicate specific choices, your shares will be voted FOR the election of all nominees for
director. If any other matter is properly brought before the meeting, your proxies will vote in accordance with their best judgment. At the time of
submitting this Proxy Statement for printing, we knew of no matter that is required to be acted on at the Annual Meeting other than those
discussed in this Proxy Statement.

If you wish to give a proxy to someone other than the persons named on the enclosed proxy card, you may strike out the names appearing
on the card and write in the name of any other person, sign the proxy, and deliver it to the person whose name has been substituted.
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May I revoke my proxy?

If you give a proxy, you may revoke it in any one of three ways:

Submit a valid, later-dated proxy,
Notify our Secretary in writing before the Annual Meeting that you have revoked your proxy, or

Vote in person at the Annual Meeting.
How do I vote in person?

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

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

You can submit voting instructions to your broker or nominee. In most instances, you will be able to do this over the Internet or by mail.
Please refer to the voting instruction card included in these materials by your broker or nominee.

What vote is required to approve each proposal?

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

In order to have a valid stockholder vote, a stockholder quorum must exist at the Annual Meeting. A quorum will exist when stockholders
holding a majority of the outstanding shares of our stock are present at the meeting, either in person or by proxy.

If a broker indicates on its proxy that it does not have authority to vote certain shares held in street name on particular proposals, the shares
not voted ( broker non-votes ) will not have any effect with respect to such proposals. Broker non-votes occur when brokers do not have
discretionary voting authority on certain proposals and the beneficial owner has not instructed the broker how to vote on these proposals.

Mr. Bartel holds an aggregate of 14,018,374 shares of our common stock, representing approximately 72% of the outstanding shares. He
has indicated that he intends to vote in favor of the director nominees and in favor of ratification of the appointment of KPMG LLP.

What are the costs of soliciting these proxies?

We are paying the cost of preparing, printing, mailing and otherwise distributing these proxy materials. We will reimburse banks, brokerage
firms, and others for their reasonable expenses in forwarding proxy materials to beneficial owners and obtaining their instructions. A few of our
officers and employees may also participate in the solicitation, without additional compensation, by telephone, e-mail, other electronic means, or
in person.

Where can I find the voting results of the meeting?

We intend to announce preliminary voting results at the meeting. We will publish the final results in our Quarterly Report on Form 10-Q for
the second quarter of 2003, which we will file on or before August 15, 2003. You can obtain a copy of the Form 10-Q by logging on to
Travelzoo s investor relations website at www.corporate.travelzoo.com, by calling the Securities and Exchange Commission at (800) SEC-0330
for the location of the nearest public reference room, or through the EDGAR system at www.sec.gov. Information on our website does not
constitute part of this proxy statement.
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ELECTION OF DIRECTORS (PROXY ITEM NO. 1)

Under Travelzoo s certificate of incorporation, the number of directors of Travelzoo is fixed, and may be increased or decreased from time
to time, by resolution of the Board of Directors. Each director holds office for a term of one year, until the annual meeting of stockholders next
succeeding the director s election and until a successor is elected and qualified or until the earlier resignation or removal of the director. Each
nominee is currently a director of Travelzoo.

The ages, principal occupations, directorships held and other information as of April 15, 2003, with respect to our nominees are shown
below. Carol J. S. Roth, a member of the Board of Directors since 1999, resigned as a director effective September 20, 2002 because of other
commitments. Suzanne Kavert, whose term will expire at the Annual Meeting, elected not to stand for reelection. Accordingly, as permitted by
the bylaws, the Board of Directors will reduce the size of the Board of Directors from seven to five members, effective June 4, 2003.

The Board of Directors is not aware that any nominee named in this Proxy Statement is unwilling or unable to serve as a director. If,
however, a nominee is unavailable for election, your proxy authorizes the named designees to vote for a replacement nominee if the Board of
Directors names one.

Nominees for a One-Year Term That Will Expire in 2004:

Ralph Bartel, 37, founded Travelzoo in May 1998 and has served as our Chairman of the Board of Directors, President and Chief Executive
Officer since inception. Prior to his founding of Travelzoo, from 1996 to 1997, Mr. Bartel served as Managing Assistant at Gruner + Jahr AG,
the magazine division of Bertelsmann AG. Mr. Bartel holds a Ph.D. in Communications from the University of Mainz, Germany, an MBA in
Finance and Accounting from University of St. Gallen, Switzerland, and a master s degree in Journalism from University of Eichstaett, Germany.

David J. Ehrlich, 40, has served as a director since February 1999. Since February 2003, Mr. Ehrlich has been Vice President of Corporate
Development for NetlQ Corporation. From 1998 to 2002, Mr. Ehrlich held the position of Vice President, Product Management and Strategic
Partnering for Visual Networks, Inc. Mr. Ehrlich holds a bachelor s degree in Sociology and a master s degree in Industrial Engineering from
Stanford University and an MBA from Harvard Business School.

Suzanna Mak, 34, has served as a director since February 1999. Since March 2000, she has been employed as a Deputy District Attorney for
Yolo County. From 1998 to 1999, Ms. Mak served as a Judicial Officer at Stanford University. Ms. Mak received her bachelor s degree from
Stanford University and her Juris Doctor degree from Santa Clara University.

Donovan Neale-May, 50, has served as a director since February 1999. Since 1987, Mr. Neale-May has been President of Neale-May &
Partners, a strategic marketing and public relations firm with 80 full-time communications professionals headquartered in Palo Alto, California.

Kelly M. Urso, 37, has served as a director since February 1999. Since September 2001, Ms. Urso has been employed as a tax attorney by
Reynolds & Rowella LLP. From 1997 to 2001, Ms. Urso served as the leader of the expatriate tax group at General Electric International, Inc.
Ms. Urso holds a bachelor s degree in Business Administration from the University of Cincinnati and a Juris Doctor degree from the Thomas M.
Cooley Law School in Lansing, Michigan.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THESE NOMINEES.

Board Meetings and Committees

The Board of Directors has appointed an Audit Committee and a Compensation Committee. In April 2003, the Board of Directors also
appointed a Disclosure Committee. Below is a table indicating the membership of each of the Audit Committee and Compensation Committee
and how many times the Board of Directors and each such committee met in fiscal year 2002. Each of Mr. Bartel, Mr. Ehrlich, Ms. Mak,

Mr. Neale-May and Ms. Urso attended at least 75 percent of the total number of meetings of the Board of
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Directors and of the committees on which he or she serves. Ms. Kavert attended 50 percent of the total number of meetings of the Board of
Directors. Prior to her resignation, Ms. Roth attended 50 percent of meetings of the Board of Directors and 100 percent of the Audit Committee
meetings.

Board Audit Compensation

Mr. Bartel Chair Chair
Mr. Ehrlich Member Chair

Ms. Kavert Member

Ms. Mak Member

Mr. Neale-May Member Member

Ms. Urso Member Member Member
Ms. Roth Member Member

Number of 2002 Meetings 4 2 1

Audit Committee

The Audit Committee s primary responsibilities are to oversee and monitor (i) the integrity of Travelzoo s financial statements, (ii) the
qualifications and independence of our independent auditor, (iii) the performance of our independent auditor and internal audit staff, and (iv) the
compliance by Travelzoo with legal and regulatory requirements. A complete description of the committee s responsibilities is set forth in its
written charter. The Audit Committee is responsible for recommending the appointment of the auditors and is directly responsible for the
compensation and oversight of the work of our independent auditors. The Audit Committee is composed solely of independent directors as
defined in The NASDAQ Stock Market Rules and operates under a written charter adopted by the entire Board of Directors. A copy of the Audit
Committee Charter is attached as Appendix A. The Report of the Audit Committee is included below.

Compensation Committee

The Compensation Committee reviews and approves the compensation and benefits for the Company s executive officers and directors, and
makes recommendations to the Board of Directors regarding such matters. The Report of the Compensation Committee is included on page 8.

Disclosure Committee

The Disclosure Committee s primary responsibilities are (i) to design, establish and evaluate controls and other procedures that are designed
to ensure the accuracy and timely disclosure of information to the SEC and investment community and (ii) to review and supervise preparation
of all SEC filings, press releases and other broadly disseminated correspondence.

Audit Committee Report

The Audit Committee oversees Travelzoo s financial reporting process on behalf of your Board of Directors. Management is primarily
responsible for the financial statements and reporting process including the systems of internal controls, while the independent auditors are
responsible for performing an independent audit of Travelzoo s consolidated financial statements in accordance with auditing standards generally
accepted in the United States, and expressing an opinion on the conformity of those financial statements with accounting principles generally
accepted in the United States.

In this context, the committee has met and held discussions with management and the independent auditors. The committee discussed with
Travelzoo s independent auditors the overall scopes and plans for their respective audits. The committee met, at least quarterly, with the
independent auditors, with and without management present, and discussed the results of their examinations, their evaluations of Travelzoo s
internal controls, and the overall quality of Travelzoo s financial reporting. Management represented to the committee that Travelzoo s
consolidated financial statements were prepared in accordance with accounting principles

4
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generally accepted in the United States. The committee has reviewed and discussed the consolidated financial statements with management and
the independent auditors, including their judgments as to the quality, not just the acceptability, of Travelzoo s accounting principles and such
other matters as are required to be discussed with the committee under auditing standards generally accepted in the United States.

Travelzoo s independent auditors also provided to the committee the written disclosures required by the Independence Standards Board
Standard No. 1 (Independence Discussions with Audit Committees), and the committee discussed with the independent auditors that firm s
independence, including those matters required to be discussed by Statement on Auditing Standards No. 61.

In reliance on the reviews and discussions referred to above, the committee recommended to the Board of Directors (and the Board of
Directors has approved) that the audited financial statements be included in the Annual Report on Form 10-K for the fiscal year ended
December 31, 2002 for filing with the SEC. The committee has recommended that KPMG LLP be retained as Travelzoo s independent auditors
for fiscal year 2003.

While the committee has the responsibilities and powers set forth in its charter, it is not the duty of the committee to plan or conduct audits
or to determine that Travelzoo s financial statements are complete and accurate and are in accordance with generally accepted accounting
principles. This is the responsibility of management and the independent auditors. Nor is it the duty of the committee to conduct investigations
or to assure compliance with laws and regulations and Travelzoo s business conduct policies.

Audit Committee

David J. Ehrlich

Donovan Neale-May

Kelly M. Urso
Director Compensation

During 2002 we compensated each director for his or her service to us. Such compensation consisted of options for each director to
purchase 5,000 shares of Travelzoo common stock at an exercise price of $3.00 per share. The options are fully vested and expire on March 25,
2012.

Stock Ownership by Directors and Executive Officers

The following table shows the amount of our common stock beneficially owned as of April 15, 2003, by each director and each of the
executive officers listed in the Summary Compensation Table on page 7 of this proxy statement, and all current directors and executive officers
as a group. In general, shares beneficially owned include those shares a person has or shares the power to vote, or the power to dispose of. The
table
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also shows the number of options to purchase shares of our common stock that are exercisable, either immediately or by June 30, 2003:

Amount of Common Stock

Beneficially Owned
Number of Exercisable % of Shares

Name Shares(1) Options(2) Total Outstanding
Ralph Bartel 14,018,374 2,193,349 16,211,723 74%
David J. Ehrlich 10,006 35,000 45,006 *
Suzanne L. Kavert 10,006 35,000 45,006 *
Suzanna Mak 10,006 35,000 45,006 *
Donovan Neale-May 110,000 35,000 145,000 1%
Lisa Su 6 6 *
Kelly M. Urso 10,010 35,000 45,010 *
Directors and executive officers as a group
(7 persons) 14,168,408 2,368,349 16,536,757 76%

*  Represents less than 1% of the outstanding shares of common stock.

(1) Al shares are held directly.

(2) Shares that could be acquired by exercising stock options through June 30, 2003.

Security Ownership of Certain Beneficial Owners

The following table shows all persons or entities that we know to beneficially own more than 5% of our stock as of April 15, 2003:

Number of Percent of
Shares of Outstanding
Name and Address of Beneficial Owner Common Stock(1) Common Stock
Ralph Bartel 16,211,723 74%
590 Madison Avenue
21st Floor

New York, New York 10022

(1) Includes 2,193,349 shares of common stock that could be acquired by exercising stock options through June 30, 2003.

6
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Executive Compensation

The following table sets forth summary information concerning all compensation we paid each of our executive officers during the years
ended December 31, 2000, 2001 and 2002.

Summary Compensation Table

Long Term
Annual Compensation Compensation
Shares
Fiscal Underlying All Other
Name and Principal Position Year Salary ($)(1) Bonus ($) Options (#)(2) Compensation
Ralph Bartel 2002 $192,000 5,000
Chairman, President, Chief 2001 $192,000 30,000
Executive Officer, and 2000 $178,000
Secretary
Lisa Su 2002 $103,337
Controller 2001 $ 87,667
2000 $ 18,750

(1) The salary paid to Mr. Bartel in 2000 was provided by Silicon Channels, a former affiliate of Travelzoo. Mr. Bartel received no salary
directly from Travelzoo in 2000.

(2) The options issued to Mr. Bartel during 2001 and 2002 constitute compensation for participation on the Board of Directors.
Employment Agreements

Ralph Bartel has entered into an employment agreement with us. His current employment agreement became effective on October 1, 2000,
and provides for an annual salary of $192,000. We may terminate the agreement with or without cause by delivering two weeks advance written
notice to Mr. Bartel. He may terminate his employment agreement with or without cause by delivering two weeks advance written notice to us.

Mr. Bartel has agreed not to compete with us, solicit our suppliers or employees or reveal our confidential information during the term of
his employment agreement and for one year thereafter. In addition, Mr. Bartel is bound by a proprietary inventions agreement which prohibits

him from, among other things, disseminating or using confidential information about our business or clients in any way that would be adverse to
us.

Option Grants in Last Fiscal Year

The following table contains information concerning options granted to our executive officers during fiscal year 2002:

Option Grants In Last Fiscal Year

Individual Grants

Number of % of Total
Securities Options Grant Date
Underlying Granted to Exercise Present
Options Employees in Price Value
Name Granted (#) 2001 ($/Sh) Expiration Date 1)($)
Ralph Bartel 5,000 100% $3.00 3/25/12 $0.06
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(1) The value of the options was derived using the Black-Scholes option pricing model in accordance with rules and regulations of the SEC
and is not intended to forecast the market value or future appreciation of our common share price. The Black-Scholes model was used with
the following assumptions: dividend yield of 0%; expected volatility of 51%; risk-free interest rate of 4.5%; expected life of 5 years; and
an
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underlying value of the common stock at the date of grant of $0.56. Such share value was calculated using assumptions approved by our
management, which were based on our estimated earnings for 2001 before merger expenses, various assumed multiples of price to
earnings per share with different probabilities assigned to each, and also taking into account our estimated book value per share.

Option Exercises and Year-End Values

The following table contains information concerning options exercised by our executive officers during fiscal year 2002 and unexercised
options held on December 31, 2002:

Number of Securities Value of Unexercised
Underlying in-the-money
Unexercised Options/SARs at FY
Options/SARs at FY- end ($)(1)
Shares Acquired Value end(#) Exercisable/ Exercisable/
Name on Exercise Realized ($) Unexercisable Unexercisable
Ralph Bartel 2,193,349/0 $6,540,047/$0

(1) Calculated by (A) determining the difference between (1) the average of the high and low trading prices per share of Travelzoo s common
stock on December 31, 2002 and (2) the exercise price of the option and (B) multiplying such difference by the total number of shares
under option, net of the aggregate value of all option exercise proceeds.

Stock Option Plan

We do not currently have any stock option plan or other equity based compensation plans in effect.

Report of the Compensation Committee on Executive Compensation

The Compensation Committee consists of two directors, one of whom is an independent director. Mr. Bartel does not participate in the
committee s decision as to his specific compensation package. The committee regularly reviews the company s executive compensation polices
and practices and establishes the compensation of executive officers.

Compensation Principles

The fundamental objective of Travelzoo s executive compensation program is to attract, retain and motivate key executives to enhance
long-term profitability and shareholder value. Travelzoo s executive compensation program meets this objective by:

providing for a level of compensation that is competitive with other similarly sized publicly traded companies, with particular emphasis on
those in the Internet and media industries, and

linking the compensation of executives to the operating and financial performance of the company by reviewing the salary regularly and
making adjustments relative to the company s overall performance.
Salary

Travelzoo targets executives annual salaries to be competitive with comparable companies in the Internet and media industries with whom
the company competes for management. It considers the experience and performance of the individual executive, the compensation of his or her
peers in the industry, the responsibilities and change in responsibilities during the past year of the individual executive, the overall performance
of the department under the executive s control and the overall performance of the entire company. The committee does not have a formula for its
determination and the committee considers all factors in making its decision. Executive salaries are reviewed annually by the committee.
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Stock-Based Compensation

Travelzoo did not compensate executives with stock or stock options in 2002. The options issued to Mr. Bartel during 2002 constitute
compensation for participation on the Board of Directors. Travelzoo does currently not intend to compensate executives with stock or stock
options. The Compensation Committee will continue to evaluate stock-based compensation versus cash compensation in the future.

CEO Compensation

The CEO s compensation is determined in accordance with the executive compensation principles established by the committee. The
committee considers overall performance, individual performance, competitive compensation and targeted pay levels when determining
Mr. Bartel s compensation. His current employment agreement became effective on October 1, 2000, and provides for an annual salary of
$192,000. No changes to Mr. Bartel s salary were made in 2002.

Compensation Committee

Ralph Bartel
Kelly M. Urso
Compensation Committee Interlocks and Insider Participation

During 2002, Ralph Bartel, the Chief Executive Officer of Travelzoo, was a member of the Compensation Committee. Mr. Bartel did not
participate in the determination of his compensation as CEO during 2002.

Section 16 Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires our executive officers and directors, and any persons beneficially owning
more than ten percent of our common stock to report their ownership of stock and any changes in ownership to the SEC and to The NASDAQ
National Market. The SEC has established specific due dates for these reports and we are required to report in this proxy statement any failure to
file by these dates. These reporting requirements did not apply during our 2002 fiscal year, because we did not have any class of equity securities
registered under the Exchange Act. Our Exchange Act registration became effective on January 30, 2003.

RATIFICATION OF INDEPENDENT AUDITORS (PROXY ITEM NO. 2)

Our Audit Committee, pursuant to its charter, has recommended and the Board of Directors has approved the appointment of KPMG LLP as
Travelzoo s principal independent auditors to examine the consolidated financial statements of Travelzoo and its subsidiaries for our 2003 fiscal
year.

The Audit Committee and our Board of Directors are requesting that the stockholders ratify the appointment of KPMG LLP as Travelzoo s
principal independent auditors. The Audit Committee and the Board of Directors are not required to take any action as a result of the outcome of
the vote on this proposal. However, if the stockholders do not ratify the appointment, the Audit Committee may investigate the reasons for
stockholder rejection and may consider whether to recommend that the Board of Directors retain KPMG LLP or to appoint other independent
auditors. Furthermore, even if the appointment is ratified, the Audit Committee in its discretion may recommend and the Board of Directors can
approve the appointment of different independent auditors at any time during the year if they determine that such a change would be in the best
interests of Travelzoo and its stockholders.

KPMG LLP representatives are not expected to be present at the Annual Meeting or to make a formal statement. Consequently,
representatives of KPMG LLP will not be available to respond to questions at the meeting.
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During fiscal year 2002, KPMG charged fees for services rendered to Travelzoo as follows:

Service 2002 Fees
Audit $170,985
Audit-related
Tax
All other fees
Total $170,985
|

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF THE APPOINTMENT OF KPMG
LLP AS TRAVELZOO S PRINCIPAL INDEPENDENT AUDITORS FOR THE YEAR 2003.

Voting

Under the Delaware General Corporation Law and our certificate of incorporation and bylaws, the presence, in person or represented by
proxy, of the holders of a majority of the outstanding shares of our stock is necessary to constitute a quorum of stockholders to take action at the
Annual Meeting. Once a quorum of stockholders is established, the affirmative vote of a plurality of the shares, which are present in person or
represented by proxy at the Annual Meeting, is required to elect each director. The affirmative vote of a majority of the shares which are voted
in favor of any other matter properly brought before the Annual Meeting is required to approve of such action.

Shares represented by proxies which are marked vote withheld with respect to the election of any person to serve on the Board of Directors
will not be considered in determining whether such a person has received the affirmative vote of a plurality of the shares. Shares represented by
proxies that are marked abstain with respect to any other proposal will not be considered in determining whether such proposal has received the
affirmative vote of a majority of the shares and such proxies will not have the effect of a no vote. Shares represented by proxies which deny the
proxy-holder discretionary authority to vote on any other proposal will not be considered in determining whether such proposal has received the
affirmative vote of a majority of the shares and such proxies will not have the effectof a no vote.

We know of no matters to come before the Annual Meeting except as described in this Proxy Statement. If any other matters properly come
before the Annual Meeting, the proxies solicited hereby will be voted on such matters in accordance with the judgment of the persons voting
such proxies.

Stockholder Proposals for the 2004 Annual Meeting

Proposals of eligible stockholders intended to be presented at the 2004 Annual Meeting, currently scheduled to be held on June 2, 2004,
must be received by us by December 31, 2003 for inclusion in our proxy statement and proxy relating to that meeting. Upon receipt of any such
proposal, we will determine whether or not to include such proposal in the proxy statement and proxy in accordance with regulations governing
the solicitation of proxies.

If a stockholder wishes to present a proposal at Travelzoo s Annual Meeting in the year 2004 or to nominate one or more directors and the
proposal is not intended to be included in Travelzoo s proxy statement relating to that meeting, the stockholder must give advance written notice
to Travelzoo by March 15, 2004. These requirements are separate from and in addition to the requirements a stockholder must meet to have a
proposal included in our proxy statement.

Any such notice must be given to our Secretary, at 590 Madison Avenue, 21st Floor, New York, New York, 10022. Any stockholder
desiring a copy of our bylaws will be forwarded one upon written request.

10
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Other

We will bear the cost of solicitation of proxies. Proxies will be solicited by mail and also may be solicited by our executive officers and
other employees personally or by telephone, but such persons will not be specifically compensated for such services. It is contemplated that
brokerage houses, custodians, nominees and fiduciaries will be requested to forward the soliciting material to the beneficial owners of stock held
of record by such persons and we will reimburse them for their reasonable expenses incurred therein.

Even if you plan to attend the meeting in person, please sign, date and return the enclosed proxy promptly in accordance with the
instructions shown on the enclosed proxy. You have the power to revoke your proxy, at any time before it is exercised, by giving written notice
of revocation to our Secretary or by duly executing and delivering a proxy bearing a later date, or by attending the Annual Meeting and casting a
contrary vote. All shares represented by proxies received in time to be counted at the Annual Meeting will be voted. Your cooperation in giving
this your immediate attention will be appreciated.

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

590 Madison Avenue, 21st Floor
New York, New York 10022

11
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AUDIT COMMITTEE CHARTER
TRAVELZOO INC.

I. Statement of Purpose

The Audit Committee (the Committee ) will assist the Board of Directors (the Board ) of Travelzoo Inc. (the Company ) in fulfilling the
Board s oversight responsibilities with regard to the Company s financial reporting process. The duties of the Committee are ones of oversight. It
is not the duty of the Committee to plan or conduct audits or to determine that the Company s financial statements are complete and accurate and
prepared in accordance with generally accepted accounting principles. The primary responsibility for the Company s financial statements and
internal controls rests with the Company s management. Similarly, it is not the duty of the Committee to conduct investigations or to assure
compliance with laws and regulations or to monitor the Company s legal compliance programs. The primary responsibility for these matters also
rests with the Company s management. The Board recognizes that the Committee necessarily will rely on the advice and information it receives
from the Company s management and independent auditors. Recognizing these inherent limits on the scope of the Committee s review, however,
the Board expects the Committee to exercise independent judgment in assessing the quality of the Company s financial reporting process and its
internal controls. The Board also expects that the Committee will maintain free and open communication with the other directors, the Company s
independent auditors and the financial management of the Company.

II. Composition of the Audit Committee

The Committee shall be comprised of at least three members of the Board, with the number of members to be determined from time to time
by the Board. The members shall be designated by the Board, and the composition of the Committee shall, in the judgment of the Board, be such
as to comply with (i) Rule 4350(d)(2) of The Nasdaq Stock Market Rules, or the applicable rule governing audit committees of such other
national market system or exchange on which the Company s stock may be traded from time to time, (ii) Sections 301 and 407 of the
Sarbanes-Oxley Act of 2002 and any rules or regulations promulgated thereunder (the Act ), and (iii) any successor laws, rules or regulations.

III. Meetings

The Committee shall meet at least four times annually, or more frequently as the Committee may from time to time determine may be
appropriate. At least quarterly, the Committee shall meet in separate executive sessions with the Company s Chief Financial Officer, the
independent auditors and the Controller. Unless the Board has previously designated the Chair, the members of the Committee shall designate a
Chair by majority vote. Two or more committee members shall constitute a quorum.

At the invitation of the Chair of the Committee, the meetings will be attended by the Chair of the Board, Chief Executive Officer, Chief
Financial Officer, Controller, representatives from the independent audit firm, and/or other persons as are appropriate to matters under
consideration.

IV. Duties and Responsibilities of the Audit Committee

The duties and responsibilities of the Committee shall include the following:

A. Independent Auditors

1. Receive the written disclosures and letter from the Company s independent auditors contemplated by Independence Standards Board
Standard No. 1, Independence Discussions with Audit Committees, as the same may be modified or supplemented, and discuss with the
independent auditors any issues required to be discussed regarding their objectivity and independence. Receive the disclosures, as the same may
be modified or supplemented, required by Section 204 of the Act, and discuss with the independent auditors any issues disclosed therein.
Approve, in advance, the retention of the independent auditors for any non-audit service

A-1
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permissible under Sections 201 and 202 of the Act and the fee for such service. Consider any significant non-audit assignments awarded to the
independent auditors and determine whether or not these have any impact on the independence of the independent auditors in the performance of
the annual audit.

2. Annually evaluate the qualifications, the quality control procedures and prior performance of the Company s current independent auditors,
which shall be ultimately accountable to the Board and this Committee, as representatives of the shareholders. Based on the representations
regarding independence and the results of such evaluation, determine whether to recommend to the Board that the independent auditors be
reappointed or replaced and whether it is appropriate to adopt a policy of rotating on a regular basis; provided that the independent auditors must
be replaced if the lead audit partner, or the audit partner responsible for reviewing the audit, has performed audit services for the Company in
each of the five (5) previous fiscal years. If a determination is made to recommend that the current independent auditors be replaced, recommend
to the Board such replacement.

3. Meet with the independent auditors and financial management of the Company in advance of the annual audit to review its proposed
scope, the proposed scope of the quarterly reviews, and the procedures to be followed in conducting the audit and the reviews.

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

5. Review with the independent auditors any matters required to be discussed by Statement of Auditing Standards No. 61, as the same may
be modified or supplemented.

6. Review and discuss, prior to filing, the Company s financial statements proposed to be included in the Company s Annual Report on
Form 10-K with the Company s financial management and independent auditors, including major issues regarding accounting and auditing
principles and practices as well as the adequacy of internal controls that could significantly affect the Company s financial statements. If deemed
appropriate after such review and discussion, recommend to the Board that the financial statements be included in the Annual Report on
Form 10-K.

7. Review and discuss, prior to issuance or filing, the Company s financial statements proposed to be included in the Company s public
earnings reports and the Company s Quarterly Reports on Form 10-Q with the Company s financial management and independent auditors,
including the results of the independent auditors quarterly reviews. The Chair of the Committee may represent the entire Committee for purposes
of the Form 10-Q review.

8. Discuss at least annually with the Company s independent auditors the following: the adequacy and effectiveness of the Company s
internal financial controls; the management letter issued by the independent auditors and management s response thereto; actions management
has taken or progress it has made in addressing issues raised by the independent auditors; any difficulties encountered in the course of the audit
work, including any restrictions on the scope of activities or access to required information; any disagreements with management; and major
areas of financial risk.

9. Review with management and the independent auditors any comments or inquiries from the Securities and Exchange Commission
relating to the Company s financial statements or other financial matters included in the Company s filings with the Commission.

10. Obtain reports from management that the Company s subsidiary(ies) are in conformity with applicable legal requirements, including
disclosures of insider and affiliated party transactions.

11. Review major changes to the Company s auditing and accounting principles and practices as suggested by the independent auditors or
management.
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B. Management

1. Discuss at least annually with the Company s management and outside counsel the effectiveness of the Company s legal compliance
programs, any legal matters that may have a material impact on the Company s financial statements and any material reports or inquiries received
from regulators or government agencies.

2. Review all related party transactions and potential conflict of interest situations involving the Company s principal shareholders or
members of the Board or senior management.

3. Authorize and oversee investigations deemed appropriate by the Committee into any matters within the Committee s scope of
responsibility as described in this Charter or as may subsequently be delegated to the Committee by the Board, with the power to retain
independent counsel, accountants and other advisors and experts to assist the Committee if deemed appropriate and to determine appropriate
compensation for such advisors.

4. Prepare the disclosure required of this Committee by S-K Item 306 of the Securities and Exchange Commission regulations to be
included in the Company s annual proxy statement.

5. Review this Charter on an annual basis and make recommendations to the Board concerning any changes deemed appropriate; ensure that
this Charter is filed with the Securities and Exchange Commission, as required.

C. Other Matters

1. Establish procedures for (i) the receipt, retention and treatment of complaints receive by the Company regarding accounting, internal
accounting controls or auditing matters; and (ii) the confidential, anonymous submission by employees of the Company of concerns regarding
questionable accounting or auditing matters.

2. Report actions of the Committee periodically to the Board with such recommendations for action as the Committee deems appropriate.

3. Maintain minutes or other records, either separately or within the minutes of the Board, of meetings and activities of the Committee.

A-3
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TRAVELZOO INC.

ANNUAL MEETING OF STOCKHOLDERS
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Ralph Bartel as his/her Proxy, with full power of substitution, to represent him/her at the Annual Meeting of
Stockholders of Travelzoo Inc. (the Company ) on June 4, 2003, or any adjournments or postponements thereof. If you do not indicate how you
wish to vote, the Proxy will vote for all nominees to the Board of Directors, for the ratification of the appointment of KPMG LLP to serve as the
Company s independent auditors for the year ending December 31, 2003, and as he may determine, in his discretion, with regard to any other
matter properly presented at the meeting.

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

Mailing Instructions

If you receive this proxy card via mail, please date and sign it, and return it in the postage paid envelope
provided.

If you receive this proxy card via e-mail, please print the proxy card, date and sign it, and return it to:

Travelzoo Inc.
Attention: Secretary
590 Madison Avenue
21st Floor

New York, NY 10022

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

Nominees: 01 Ralph Bartel, 02 David Ehrlich, 03 Suzanna Mak, 04 Donovan Neale-May, 05 Kelly Urso.
(To withhold authority to vote for an individual write that nominee s name on space provided below.)

2. THE PROPOSAL TO RATIFY THE APPOINTMENT OF KPMG LLP TO SERVE AS INDEPENDENT AUDITORS
FOR THE COMPANY AND ITS SUBSIDIARIES FOR THE YEAR ENDING DECEMBER 31, 2003

O FOR O AGAINST (Q ABSTAIN

3. SUCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE SAID MEETING AND ANY POSTPONEMENT OR
ADJOURNMENT THEREOF

The undersigned hereby acknowledges receipt of the Proxy
Statement and 2002 Annual Report of Travelzoo Inc.

S-12
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Notwithstanding the foregoing, installments of
interest on notes that are due and payable on interest
payment dates falling on or prior to a redemption date
will be payable on the interest payment date to the
registered holders as of the close of business on the
relevant record date according to the notes and the
indenture.

Comparable Treasury Issue means the United
States Treasury security selected by the Quotation Agent
as having a maturity comparable to the remaining term of
the notes to be redeemed that would be utilized, at the
time of selection in accordance with customary financial
practice, in pricing new issues of corporate debt
securities of comparable maturity to the remaining term
of the notes.

Comparable Treasury Price means, with respect to
any redemption date, (i) the average of four Reference
Treasury Dealer Quotations is provided with fewer than
four such Reference Treasury Dealer Quotations, the
average of all such quotations, or (iii) if only one
Reference Treasury Dealer Quotation is received, such
quotation.

Quotation Agent means the Reference Treasury
Dealer appointed by us.

Reference Treasury Dealer means (i) Citigroup
Global Markets Inc. (or its affiliates that are Primary
Treasury Dealers) and their respective successors;
provided, however, that if any of the foregoing shall
cease to be a primary U.S. Government securities dealer
in New York City (a Primary Treasury Dealer ), we will
substitute therefore another Primary Treasury Dealer,
and (ii) any other Primary Treasury Dealer selected by
us.

Reference Treasury Dealer Quotations means, with
respect to each Reference Treasury Dealer and any
redemption date, the average, as determined by the
Trustee, of the bid and asked prices for the Comparable
Treasury Issue (expressed in each case as a percentage of
its principal amount) quoted in writing to the trustee by
such reference treasury dealer at 5:00 p.m., New York
City time, on the third business day preceding such
redemption date.

Treasury Rate means, with respect to any
redemption date, the rate per annum equal to the
semi-annual equivalent yield to maturity of the
Comparable Treasury Issue, assuming a price for the
Comparable Treasury Issue (expressed as a percentage of
its principal amount) equal to the Comparable Treasury
Price of such redemption date.
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Notice of any redemption will be mailed at least
30 days but not more than 60 days before the redemption
date to each registered holder of the notes to be
redeemed. Unless we default in payment of the
redemption price, on and after the redemption date,
interest will cease to accrue on the notes or portions
thereof called for redemption. If less than all of the notes
are to be redeemed, the notes shall be selected by the
Trustee by a method the Trustee deems appropriate.
Covenants

Limitations on Liens. The indenture provides that
we will not, and will not permit any material subsidiary
to, incur, issue, assume or guarantee any indebtedness for
borrowed money if such indebtedness is secured by a
pledge of, lien on, or security interest in any shares of
common stock of any material subsidiary, without
providing that each series of senior debt securities and, at
our option, any other indebtedness ranking equally and
ratably with such indebtedness, is secured equally and
ratably with (or prior to) such other secured
indebtedness. The indenture defines material subsidiary
to be any subsidiary that represents 5% or more of our
consolidated net worth as of the date of determination.

Limitations on Transactions with Affiliates. The
indenture provides that we will not, and will not permit
any subsidiary to, sell, lease, transfer or otherwise
dispose of any of our or its properties or assets to, or
purchase any property or asset from, or enter into any
transaction, contract, agreement, understanding, loan,
advance or guarantee with, or for the benefit of, any
affiliate of ours unless:

the transaction with the affiliate is made on terms

no less favorable to us or the subsidiary than those

that would have been obtained in a comparable

transaction with an unrelated person; and

in the case of any affiliate transaction involving
consideration in excess of $25 million in any fiscal
year, we deliver to the trustee a certificate to the
effect that our board of directors has determined
that the transaction complies with the requirements
described in the above bullet point and that the
transaction has been approved by a majority of the
disinterested members of our board of directors.
This covenant will not apply to any employment
agreement entered into in the ordinary course of business
and consistent with past practices, to any transaction
between or among us and our subsidiaries or to
transactions entered into prior to the date the notes are
issued.
S-13
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Limitations on Mergers and Sales of Assets. The
indenture provides that we will not merge or consolidate
or transfer or lease our assets substantially as an entirety,
and another person may not transfer or lease its assets
substantially as an entirety to us, unless:

either (1) we are the continuing corporation, or

(2) the successor corporation, if other than us, is a

U.S. corporation and expressly assumes by

supplemental indenture the obligations evidenced

by the securities issued pursuant to the indenture;
and

immediately after the transaction, there would not

be any default in the performance of any covenant

or condition of the indenture.
In the event of any transaction described in and
complying with the conditions listed in this covenant in
which we are not the continuing entity, the successor
person formed or remaining or to which such transfer is
made shall succeed to, and be substituted for, and may
exercise every right and power of us, and we would be
discharged from all obligations and covenants under the
indenture and the notes.
Book-Entry, Delivery and Form

We have obtained the information in this section
concerning DTC, Clearstream, Euroclear and the
book-entry system and procedures from sources that we
believe to be reliable, but we take no responsibility for
the accuracy of this information.

The notes will be issued as fully-registered global
notes which will be deposited with, or on behalf of, The
Depository Trust Company, New York, New York,
which we refer to as DTC, and registered, at the request
of DTC, in the name of Cede & Co. Beneficial interests
in the global notes will be represented through
book-entry accounts of financial institutions acting on
behalf of beneficial owners as direct or indirect
participants in DTC. Investors may elect to hold their
interests in the global notes through either DTC (in the
United States) or (in Europe) through Clearstream
Banking S.A., or Clearstream, formerly Cedelbank, or
through Euroclear Bank S.A./N.V., as operator of the
Euroclear System, or Euroclear. Investors may hold their
interests in the global notes directly if they are
participants of such systems, or indirectly through
organizations that are participants in these systems.
Clearstream and Euroclear will hold interests on behalf
of their participants through customers securities
accounts in Clearstream s and Euroclear s names on the
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books of their respective depositaries, which in turn will
hold these interests in customers securities accounts in
the depositaries names on the books of DTC. Citibank,
N.A. will act as depositary for Clearstream and
JPMorgan Chase Bank will act as depositary for
Euroclear. We will refer to Citibank and JPMorgan
Chase Bank in these capacities as the U.S. Depositaries.
Beneficial interests in the global notes will be held in
denominations of $5,000 and integral multiples of
$1,000 in excess thereof. Except as set forth below, the
global notes may be transferred, in whole and not in part,
only to another nominee of DTC or to a successor of
DTC or its nominee.

Notes represented by a global note can be
exchanged for definitive notes, in registered form only if:

DTC notifies us that it is unwilling or unable to

continue as depositary for that global note and we

do not appoint a successor depositary within

90 days after receiving that notice;

at any time DTC ceases to be a clearing agency
registered under the Securities Exchange Act of
1934 and we do not appoint a successor depositary
within 90 days after becoming aware that DTC has
ceased to be registered as a clearing agencys;

we in our sole discretion determine that that global
note will be exchangeable for definitive notes, in
registered form and notify the trustee of our
decision; or

an event of default with respect to the notes

represented by that global note, has occurred and is

continuing.

A global note that can be exchanged as described
in the preceding sentence will be exchanged for
definitive notes, issued in denominations of $5,000 and
integral multiples of $1,000 in excess thereof in
registered form for the same aggregate amount. The
definitive notes will be registered in the names of the
owners of the beneficial interests in the global note as
directed by DTC.

We will make principal and interest payments on
all notes represented by a global note to the paying agent
which in turn will make payment to DTC or its nominee,
as the sole registered owner and the sole holder of the
notes represented by the global note, for all purposes
under the indenture. Accordingly, we, the trustee and any
paying agent will have no responsibility or liability for:

S-14
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any aspect of DTC s records relating to, or
payments made on account of, beneficial
ownership interests in a note represented by a
global note;

any other aspect of the relationship between DTC
and its participants or the relationship between
those participants and the owners of beneficial
interests in a global note held through those
participants; or

the maintenance, supervision or review of any of

DTC s records relating to those beneficial

ownership interests.
DTC has advised us that its current practice is to credit
participants accounts on each payment date with
payments in amounts proportionate to their respective
beneficial interests in the principal amount of the global
note as shown on DTC s records, upon DTC s receipt of
funds and corresponding detail information. The
underwriters will initially designate the accounts to be
credited. Payments by participants to owners of
beneficial interests in a global note will be governed by
standing instructions and customary practices, as is the
case with securities held for customer accounts registered
in street name, and will be the sole responsibility of those
participants. Book-entry notes may be more difficult to
pledge because of the lack of a physical debenture.
DTC

So long as DTC or its nominee is the registered
owner of a global note, DTC or its nominee, will be
considered the sole owner and holder of the notes
represented by that global note for all purposes of the
indenture. Owners of beneficial interests in the notes will
not be entitled to have the notes registered in their
names, will not receive or be entitled to receive physical
delivery of the notes in definitive form and will not be
considered owners or holders of notes under the
indenture. Accordingly, each person owning a beneficial
interest in a global note must rely on the procedures of
DTC and, if that person is not a DTC participant, on the
procedures of the participant through which that person
owns its interest, to exercise any rights of a holder of
notes. The laws of some jurisdictions require that certain
purchasers of securities take physical delivery of the
securities in certificated form. These laws may impair the
ability to transfer beneficial interests in a global note.
Beneficial owners may experience delays in receiving
distributions on their notes since distributions will
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initially be made to DTC and must then be transferred
through the chain of intermediaries to the beneficial
owner s account.

We understand that, under existing industry
practices, if we request holders to take any action, or if
an owner of a beneficial interest in a global note desires
to take any action which a holder is entitled to take under
the indenture, then DTC would authorize the participants
holding the relevant beneficial interests to take that
action and those participants would authorize the
beneficial owners owning through such participants to
take that action or would otherwise act upon the
instructions of beneficial owners owning through them.

Beneficial interests in a global note will be shown
on, and transfers of those ownership interests will be
effected only through, records maintained by DTC and
its participants for that global note. The conveyance of
notices and other communications by DTC to its
participants and by its participants to owners of
beneficial interests in the notes will be governed by
arrangements among them, subject to any statutory or
regulatory requirements in effect.

DTC has advised us that it is a limited-purpose
trust company organized under the New York banking
law, a banking organization within the meaning of the
New York Banking Law, a member of the Federal
Reserve System, a clearing corporation within the
meaning of the New York Uniform Commercial Code
and a clearing agency registered under the Securities
Exchange Act of 1934.

DTC holds the securities of its participants and
facilitates the clearance and settlement of securities
transactions among its participants in such securities
through electronic book-entry changes in accounts of its
participants. The electronic book-entry system eliminates
the need for physical certificates. DTC s participants
include securities brokers and dealers, including the
underwriters, banks, trust companies, clearing
corporations and certain other organizations, some of
which, and/or their representatives, own DTC. Banks,
brokers, dealers, trust companies and others that clear
through or maintain a custodial relationship with a
participant, either directly or indirectly, also have access
to DTC s book-entry system. The rules applicable to DTC
and its participants are on file with the Securities and
Exchange Commission.

DTC has advised us that the above information
with respect to DTC has been provided to its participants
and other members of the financial community for
informational purposes only and is not intended to serve
as a representation, warranty or contract modification of
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Clearstream has advised us that it is incorporated
under the laws of Luxembourg as a professional
depositary. Clearstream holds securities for its
participating organizations, or Clearstream Participants,
and facilitates the clearance and settlement of securities
transactions between Clearstream Participants through
electronic book-entry changes in accounts of Clearstream
Participants, thereby eliminating the need for physical
movement of certificates. Clearstream provides to
Clearstream Participants, among other things, services
for safekeeping, administration, clearance and settlement
of internationally traded securities and securities lending
and borrowing. Clearstream interfaces with domestic
securities markets in several countries. As a professional
depositary, Clearstream is subject to regulation by the
Luxembourg Commission for the Supervision of the
Financial Sector (Commission de Surveillance du
Secteur Financier). Clearstream Participants are
recognized financial institutions around the world,
including underwriters, securities brokers and dealers,
banks, trust companies, clearing corporations and certain
other organizations and may include the underwriters.
Clearstream s U.S. Participants are limited to securities
brokers and dealers and banks. Indirect access to
Clearstream is also available to others, such as banks,
brokers, dealers and trust companies that clear through or
maintain a custodial relationship with a Clearstream
Participant either directly or indirectly.

Distributions with respect to notes held
beneficially through Clearstream will be credited to cash
accounts of Clearstream Participants in accordance with
its rules and procedures, to the extent received by the
U.S. Depositary for Clearstream.

Euroclear

Euroclear has advised us that it was created in

1968 to hold securities for participants of Euroclear, or

Euroclear Participants, and to clear and settle
transactions between Euroclear Participants through
simultaneous electronic book-entry delivery against
payment, thereby eliminating the need for physical
movement of certificates and any risk from lack of
simultaneous transfers of securities and cash. Euroclear
performs various other services, including securities
lending and borrowing and interacts with domestic
markets in several countries. Euroclear is operated by
Euroclear Bank S.A./N.V., or the Euroclear Operator,
under contract with Euroclear plc, a U.K. corporation.
All operations are conducted by the Euroclear Operator,
and all Euroclear securities clearance accounts and
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Euroclear cash accounts are accounts with the Euroclear
Operator, not Euroclear plc. Euroclear plc establishes
policy for Euroclear on behalf of Euroclear Participants.
Euroclear Participants include banks, including central
banks, securities brokers and dealers and other
professional financial intermediaries and may include the
underwriters. Indirect access to Euroclear is also
available to other firms that clear through or maintain a
custodial relationship with a Euroclear Participant, either
directly or indirectly.

The Euroclear Operator is a Belgian bank. As such
it is regulated by the Belgian Banking and Finance
Commission.

Securities clearance accounts and cash accounts
with the Euroclear Operator are governed by the Terms
and Conditions Governing Use of Euroclear and the
related Operating Procedures of the Euroclear System,
and applicable Belgian law, which we will refer to in this
prospectus supplement as the Terms and Conditions. The
Terms and Conditions govern transfers of securities and
cash within Euroclear, withdrawals of securities and cash
from Euroclear, and receipts of payments with respect to
securities in Euroclear. All securities in Euroclear are
held on a fungible basis without attribution of specific
certificates to specific securities clearance accounts. The
Euroclear Operator acts under the Terms and Conditions
only on behalf of Euroclear Participants, and has no
record of or relationship with persons holding through
Euroclear Participants.

Distributions with respect to notes held
beneficially through Euroclear will be credited to the
cash accounts of Euroclear Participants in accordance
with the Terms and Conditions, to the extent received by
the U.S. Depositary for Euroclear.

Euroclear has further advised us that investors that
acquire, hold and transfer interests in the notes by
book-entry through accounts with the Euroclear Operator
or any other securities intermediary are subject to the
laws and contractual provisions governing their
relationship with their intermediary, as well as the laws
and contractual provisions governing the relationship
between such an intermediary and each other
intermediary, if any, standing between themselves and
the global notes.

Global Clearance and Settlement Procedures

Initial settlement for the notes will be made in
immediately available funds. Secondary market trading
between DTC participants will occur in the ordinary way
in accordance with DTC rules and will be settled in
immediately available funds using DTC s Same-Day
Funds Settlement System. Secondary market trading
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between Clearstream Participants and/or Euroclear
Participants will occur in the ordinary way in accordance
with the applicable rules and operating procedures of
Clearstream and Euroclear and will be settled using the
procedures applicable to conventional eurobonds in
immediately available funds.

Cross-market transfers between persons holding
directly or indirectly through DTC, on the one hand, and
directly or indirectly through Clearstream Participants or
Euroclear Participants, on the other, will be effected
through DTC in accordance with DTC rules on behalf of
the relevant European international clearing system by its
U.S. Depositary; however, such cross-market
transactions will require delivery of instructions to the
relevant European international clearing system by the
counterparty in such system in accordance with its rules
and procedures and within its established deadlines
(European time). The relevant European
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international clearing system will, if the transaction
meets its settlement requirements, deliver instructions to
its U.S. Depositary to take action to effect final
settlement on its behalf by delivering or receiving notes
through DTC, and making or receiving payment in
accordance with normal procedures for same-day funds
settlement applicable to DTC. Clearstream Participants
and Euroclear Participants may not deliver instructions
directly to their respective U.S. Depositaries.

Because of time-zone differences, credits of notes
received through Clearstream or Euroclear as a result of
a transaction with a DTC participant will be made during
subsequent securities settlement processing and dated the
business day following the DTC settlement date. Such
credits or any transactions in such notes settled during
such processing will be reported to the relevant
Euroclear Participants or Clearstream Participants on
such business day. Cash received in Clearstream or
Euroclear as a result of sales of notes by or through a
Clearstream Participant or a Euroclear Participant to a
DTC participant will be received with value on the DTC
settlement date but will be available in the relevant
Clearstream or Euroclear cash account only as of the
business day following settlement in DTC.

Although DTC, Clearstream and Euroclear have
agreed to the foregoing procedures in order to facilitate
transfers of notes among participants of DTC,
Clearstream and Euroclear, they are under no obligation
to perform or continue to perform such procedures and
such procedures may be modified or discontinued at any
time. Neither we nor the paying agent will have any
responsibility for the performance by DTC, Euroclear or
Clearstream or their respective direct or indirect
participants of their obligations under the rules and
procedures governing their operations.
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MATERIAL UNITED STATES FEDERAL TAX
CONSIDERATIONS
This section describes the material United States
federal income tax consequences of owning the notes we
are offering. It applies only to a holder that acquires
notes in the initial offering at the offering price listed on
the cover page hereof and that holds its notes as capital
assets within the meaning of Section 1221 of the Internal
Revenue Code of 1986, as amended (the Code ). This
section does not apply to a holder that is a member of a
class of holders subject to special rules, such as:
a dealer in securities or currencies;

a trader in securities that elects to use a
mark-to-market method of accounting for its
securities holdings;

a bank or other financial institution;
an insurance company
a tax-exempt organization;

a person that owns notes that are a hedge or that
are hedged against interest rate risks;

a person that owns notes as part of a straddle or
conversion transaction for tax purposes;

a United States holder (as defined below) whose
functional currency for tax purposes is not the
U.S. dollar; or

except as specifically noted, a United States alien
holder (as defined below) that holds the notes in
connection with a United States trade or business.

This section is based on the Code, its legislative
history, existing and proposed Treasury regulations
under the Code, published rulings and court decisions, all
as currently in effect. These laws are subject to change,
possibly on a retroactive basis. This discussion does not
address any tax consequences arising under any state,
local or foreign law.

If a partnership or an entity treated as a partnership
holds the notes, the United States federal income tax
treatment of a partner will generally depend on the status
of the partner and the tax treatment of the partnership. A
partner in a partnership or an entity treated as a
partnership holding the notes should consult its tax
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advisor with regard to the United States federal income
tax treatment of an investment in the notes.

The discussion in this section is based in part on
our determination that there is no more than a remote
likelihood that we would exercise our right to redeem the
notes in circumstances where the amount that we would
have to pay in redemption was based on the sum of the
present values of the remaining scheduled payments of
interest and principal on the notes, and that there is more
than a remote likelihood that we will exercise our right to
redeem the notes in circumstances where the amount that
we would have to pay would equal 100% of the principal
amount of the notes, plus accrued interest thereon to the
date of redemption. Our determination that there is no
more than a remote likelihood that we would redeem the
notes in circumstances where the amount we would have
to pay in redemption is based on the present values of the
remaining scheduled payments of interest and principal
on the notes is binding on holders of the notes, unless a
holder discloses to the Internal Revenue Service, in the
manner required by applicable Treasury regulations, that
the holder is taking a different position. It is possible that
the Internal Revenue Service may take a different
position regarding the remoteness of the likelihood of
redemptions, in which case, if the position of the Internal
Revenue Service were sustained, the timing, amount and
character of income recognized with respect to a note
may be substantially different than described herein, and
a holder may be required to recognize income
significantly in excess of payments received and may be
required to treat as interest income all or a portion of any
gain recognized on a disposition of a note. This
discussion assumes that the Internal Revenue Service
will not take a different position, or, if it takes a different
position, that such position will not be sustained.
Prospective purchasers should consult their own tax
advisors as to the tax considerations that relate to the
likelihood of redemption.

Holders considering the purchase of notes should
consult their own tax advisors concerning the
consequences of purchasing, owning and disposing of
notes in their particular circumstances under the Code
and the laws of any other taxing jurisdiction.
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United States Holders
This subsection describes the tax consequences to
a United States holder. A holder is a United States holder
if that holder is a beneficial owner of a note and is or is
treated for United States federal income tax purposes as:
a citizen or resident of the United States;

a corporation or an entity treated as a corporation
created or organized under the laws of the United
States or any State thereof or the District of
Columbia;

an estate whose income is subject to United States
federal income tax regardless of its source; or

a trust if (1) a United States court can exercise
primary supervision over the trust s administration
and one or more United States persons are
authorized to control all substantial decisions of
the trust or (i1) the trust was in existence on
August 20, 1996 and has elected to continue to be
treated as a United States person.

Holders that are not United States holders should refer to

United States Alien Holders below.

Payments of Interest. We expect that the first price
at which a substantial amount of the notes is sold to
persons (other than bond houses, brokers, or similar
persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers) will
equal the stated principal amount of the notes or an
amount which is at a de minimis discount thereto. If that
is the case, stated interest payments on the notes
generally will be taxable as ordinary income at the time
the interest accrues or is received, in accordance with a
holder s regular method of accounting for United States
federal income tax purposes.

Purchase, Sale and Retirement of the Notes. A
holder s tax basis in a note will generally be the cost of
the note. A holder generally will recognize capital gain
or loss on the sale, retirement or other taxable disposition
of a note equal to the difference between the amount
realized on the sale, retirement or other taxable
disposition and the holder s tax basis in the note. A holder
will recognize capital gain or loss at the time of such
sale, retirement or other taxable disposition, except that
proceeds attributable to accrued but unpaid interest will
be recognized as ordinary interest income to the extent
that the holder has not previously included the accrued
interest in income. Capital gain of a noncorporate United
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States holder that is recognized in a taxable year
beginning before January 1, 2011 is generally taxed at a
maximum rate of 15% where the holder has a holding
period greater than one year. The deductibility of capital
losses is subject to limitations.

United States Alien Holders

This subsection describes the tax consequences to
a United States alien holder. A holder is a United States
alien holder if that holder is the beneficial owner of a
note and is, for United States federal income tax
purposes, an individual, corporation, estate or trust that is
not a United States holder.

This subsection does not apply to a United States
holder.

Under United States federal income tax law, and
subject to the discussion of backup withholding below, if
a holder is a United States alien holder of a note, we and
other United States paying agents (collectively referred
toas U.S. Payors ) generally will not be required to
deduct a 30% United States withholding tax from
payments on the notes to the holder if, in the case of
payments of interest:

(a) the holder does not actually or constructively
own 10% or more of the total combined voting power of
all classes of our stock that are entitled to vote;

(b) the holder is not a controlled foreign
corporation that is related to us through stock ownership;
and

(c) the U.S. Payor does not have actual knowledge
or reason to know that the holder is a United States
person and:

(1) the holder has furnished to the U.S. Payor an
Internal Revenue Service Form W-8BEN or an
acceptable substitute form upon which the holder
certifies, under penalties of perjury, that the holder is (or,
in the case of a United States alien holder that is a
partnership or an estate or trust, such forms certifying
that each partner in the partnership or beneficiary of the
estate or trust is) a non-United States person;
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(i) the U.S. Payor has received a withholding
certificate (furnished on an appropriate Internal Revenue
Service Form W-8 or an acceptable substitute form) from
a person claiming to be:

(A) a withholding foreign partnership (generally
a foreign partnership that has entered into an agreement
with the Internal Revenue Service to assume primary
withholding responsibility with respect to distributions
and guaranteed payments it makes to its partners);

(B) a qualified intermediary (generally a
non-United States financial institution or clearing
organization or a non-United States branch or office of a
United States financial institution or clearing
organization that is a party to a withholding agreement
with the Internal Revenue Service); or

(C) a U.S. branch of a non-United States bank or
of a non-United States insurance company, that has
agreed to be treated as a United States person for
withholding purposes,

and the withholding foreign partnership, qualified
intermediary or U.S. branch has received documentation
upon which it may rely to treat the payment as made to a
non-United States person that is, for United States
federal income tax purposes, the beneficial owner of the
payments on the notes in accordance with U.S. Treasury
regulations (or, in the case of a withholding foreign
partnership or a qualified intermediary, in accordance
with its agreement with the Internal Revenue Service),

(iii) the U.S. Payor receives a statement from a
securities clearing organization, bank or other financial
institution that holds customers securities in the ordinary
course of its trade or business and holds the notes on
behalf of the United States alien holder,

(A) certifying to the U.S. Payor under penalties
of perjury that an Internal Revenue Service Form
W-8BEN or an acceptable substitute form has been
received from the holder by it or by a similar financial
institution between it and the holder, and

(B) to which is attached a copy of Internal
Revenue Service Form W-8BEN or acceptable substitute
form, or

(iv) the U.S. Payor otherwise possesses
documentation upon which it may rely to treat the
payments as made to a non-United States person that is,
for United States federal income tax purposes, the
beneficial owner of the payments on the notes in
accordance with U.S. Treasury regulations.

Subject to the discussion below regarding effectively
connected interest, a non-United States alien holder that
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does not meet the conditions set forth above will be
subject to United States federal withholding tax at the
applicable rate (currently 30%) with respect to payments
of interest, unless the United States alien holder is
entitled to a reduction in or an exemption from
withholding tax on interest under a tax treaty between the
United States and the United States alien holder s country
of residence. To claim such a reduction or exemption, a
United States alien holder must generally complete an
Internal Revenue Service Form W-8BEN and claim this
exemption on the form. In some cases, a United States
alien holder may instead be permitted to provide
documentary evidence of its claim to the intermediary, or
a qualified intermediary may already have some or all of
the necessary evidence in its files.
Interest Treated as Effectively Connected
Notwithstanding the foregoing discussion and

subject to the discussion below regarding backup
withholding, interest on a United States alien holder s
notes will not be subject to United States federal
withholding tax if:

the United States alien holder is engaged in the

conduct of a trade or business in the United

States;

interest income on the United States alien holder s
notes is effectively connected to the conduct of its
trade or business in the United States; and

the United States alien holder has certified to the
paying agent on an Internal Revenue Service
Form W-8ECI that it is exempt from withholding
tax because the interest income on its notes will
be effectively connected with the conduct of its
trade or business in the United States.
Interest income on the notes that is treated as effectively
connected with a United States alien holder s conduct of a
trade or business in the United States (and, if a
permanent establishment clause in a tax treaty applies, is
attributable to a permanent establishment in
S-20
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the United States) will be includable in the income of the
United States alien holder for regular United States
federal income tax purposes and taxed at the same rates
that apply to the United States holders (and, in the case
of a United States alien holder that is a corporation for
United States federal income tax purposes, may also be
subject to branch profits tax at a 30% rate, or such lower
rate as is provided under an applicable tax treaty).
Sale or Other Disposition of the Notes

Subject to the discussion of backup withholding
below, United States alien holder will generally not be
subject to United States federal income tax or
withholding tax on gain recognized on the sale,
retirement or other taxable disposition of a note unless
such gain is effectively connected with a United States
trade or business of such United States alien holder, and,
in the case of a qualified resident of a country having an
applicable income tax treaty with the United States, such
gain is attributable to a U.S. permanent establishment of
such United States alien holder. However, an individual
United States alien holder who is present in the United
States for 183 days or more in the taxable year of the
disposition of a note and satisfies certain other conditions
will be subject to United States federal income tax on
any gain recognized (subject to offset by certain United
States  source losses) at a 30% rate or such lower rate as
is provided under an applicable treaty.
Federal Estate Taxes

Furthermore, a note held by an individual who at

death is not a citizen or resident of the United States will
not be includible in the individual s gross estate for
United States federal estate tax purposes if:

the decedent did not actually or constructively

own 10% or more of the total combined voting

power of all classes of our stock entitled to vote at

the time of death; and

the income on the note would not have been

effectively connected with a United States trade

or business of the decedent at the same time.
Backup Withholding and Information Reporting

In general, in the case of a noncorporate United

States holder, we and other payors are required to report
to the Internal Revenue Service all payments of
principal, premium, if any, and interest on the notes. In
addition, we and other payors are required to report to
the Internal Revenue Service any payment of proceeds of
the sale of the notes before maturity within the United
States. Additionally, backup withholding at the
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applicable rate (currently 28%, and commencing

January 1, 2011, 31%) will apply to any payments if the
holder fails to provide an accurate taxpayer identification
number, or the holder is notified by the Internal Revenue
Service that the holder has failed to report all interest and
dividends required to be shown on the holder s federal
income tax returns. In general, a holder may obtain a
refund of any amounts withheld under the U.S. backup
withholding rules that exceed the holder s income tax
liability by filing a timely refund claim with the Internal
Revenue Service.

In general, in the case of a United States alien
holder, payments of principal, premium, if any, and
interest made by us and other payors to the holder will
not be subject to backup withholding and information
reporting, provided that the certification requirements
described above under United States Alien Holders are
satisfied or the holder otherwise establishes an
exemption. However, we and other payors are required
to report payments of interest on the notes on Internal
Revenue Service Form 1042-S even if the payments are
not otherwise subject to information reporting
requirements. In addition, payment of the proceeds from
the sale of notes effected at a United States office of a
broker will not be subject to backup withholding and
information reporting provided that the broker does not
have actual knowledge or reason to know that the holder
is a United States person and the holder has furnished to
the broker:

an appropriate Internal Revenue Service Form
W-8 or an acceptable substitute form upon which
the holder certifies, under penalties of perjury,
that the holder is not a United States person; or

other documentation upon which it may rely to
treat the payment as made to a non-United States
person in accordance with U.S. Treasury
regulations; or

the holder otherwise establishes an exemption.

If a holder fails to establish an exemption and the
broker does not possess adequate documentation of the
holder s status as a non-United States person, the
payments may be subject to information reporting and
backup withholding. However, backup
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withholding will not apply with respect to payments
made to an offshore account maintained by the holder
unless the broker has actual knowledge or reason to
know that the holder is a United States person.

In general, payment of the proceeds from the sale
of notes effected at a foreign office of a broker will not
be subject to information reporting or backup
withholding. However, a sale effected at a foreign office
of a broker will be subject to information reporting and
backup withholding if:

the proceeds are transferred to an account
maintained by the holder in the United States;

the payment of proceeds or the confirmation of
the sale is mailed to the holder at a United States
address; or

the sale has some other specified connection with

the United States as provided in U.S. Treasury

regulations,
unless the broker does not have actual knowledge or a
reason to know that the holder is a United States person
and the documentation requirements described above
(relating to a sale of notes effected at a United States
office of a broker) are met or the holder otherwise
establishes an exemption.

In addition, payment of the proceeds from the sale
of notes effected at a foreign office of a broker will be
subject to information reporting if the broker is:

a United States person;

a controlled foreign corporation for United States
tax purposes;

a foreign person 50% or more of whose gross
income is effectively connected with the conduct
of a United States trade or business for a specified
three-year period; or

a foreign partnership, if at any time during its tax
year:
one or more of its partners are U.S. persons, as
defined in U.S. Treasury regulations, who in
the aggregate hold more than 50% of the
income or capital interest in the partnership, or

such foreign partnership is engaged in the
conduct of a United States trade or business;
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unless the broker does not have actual knowledge or a
reason to know that the holder is a United States person
and the documentation requirements described above
(relating to a sale of notes effected at a United States
office of a broker) are met or the holder otherwise
establishes an exemption.

Backup withholding will apply if the sale is
subject to information reporting and the broker has actual
knowledge or reason to know that the holder is a United
States person. In general, a United States alien holder
may obtain a refund of any amounts withheld under the
U.S. backup withholding rules that exceed its income tax
liability by filing a timely refund claim with the Internal
Revenue Service.
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UNDERWRITING

We intend to offer the notes through the
underwriters. Jefferies & Company, Inc., Citigroup
Global Markets Inc. and J.P. Morgan Securities Inc. are
acting as joint book-running managers of this offering.
Subject to the terms and conditions contained in a
purchase agreement between us and the underwriters, we
have agreed to sell to the underwriters and the
underwriters severally have agreed to purchase from us,
the principal amount of the notes listed opposite their
names below.

Principal
Underwriters Amount

Jefferies & Company, Inc. $
Citigroup Global Markets Inc.
J.P. Morgan Securities Inc.

Total

The underwriters have agreed to purchase all of
the notes sold pursuant to the purchase agreement if any
of these notes are purchased. If an underwriter defaults,
the purchase agreement provides that the purchase
commitments of the nondefaulting underwriters may be
increased or the purchase agreement may be terminated.

We have agreed to indemnify the underwriters
against certain liabilities, including liabilities under the
Securities Act, or to contribute to payments the
underwriters may be required to make in respect of those
liabilities.

The underwriters are offering the notes, subject to
prior sale, when, as and if issued to and accepted by
them, subject to approval of legal matters by their
counsel, including the validity of the notes, and other
conditions contained in the purchase agreement, such as
the receipt by the underwriters of officer s certificates and
legal opinions. The underwriters reserve the right to
withdraw, cancel or modify offers to the public and to
reject orders in whole or in part.

The prospectus and this prospectus supplement,
together with any applicable supplement, may also be
used by Jefferies & Company, Inc. in connection with
offers and sales of the offered securities in
market-making transactions, including block positioning
and block trades, at negotiated prices related to
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prevailing market prices at the time of sale. Jefferies &
Company, Inc. may act as principal or agent in such
transactions.

Commissions and Discounts

The underwriters have advised us that they
propose initially to offer the notes to the public at the
respective public offering price on the cover page of this
prospectus, and to dealers at that price less a commission
not in excess of % of the principal amount of the
notes. The underwriters may allow, and the dealers may
reallow, a discount not in excess of % of the
principal amount of the notes. After the initial public
offering, the public offering price, concession and
discount may be changed.

The expenses of the offering, not including the
underwriting discount, are estimated to be $400,000.00
and are payable by us.

New Issue of Securities

The notes are new issues of securities with no
established trading market. We do not intend to apply for
listing of the notes on any national securities exchange or
for quotation of the notes on any automated dealer
quotation system. We have been advised by Jefferies &
Company, Inc., Citigroup Global Markets Inc. and J.P.
Morgan Securities Inc. that they presently intend to make
a market in the notes after completion of the offering.
However, they are under no obligation to do so and may
discontinue any market-making activities at any time
without any notice. We cannot assure the liquidity of the
trading market for notes or that an active public market
for the notes will develop. If an active public trading
market for the notes does not develop, the market price
and liquidity of the notes may be adversely affected.
FINRA Regulation

Jefferies & Company, Inc., our broker-dealer
subsidiary, is a member of FINRA and will participate in
the distribution of the notes. Accordingly, the offering
will be conducted in accordance with Conduct Rule 2720
of FINRA. The underwriters will not confirm sales of the
notes to any account over which they exercise
discretionary authority without the prior written specific
approval of the customer.

Price Stabilization and Short Positions

In connection with the offering, the underwriters
are permitted to engage in transactions that stabilize the
market price of the notes. If the underwriters create a
short position in the notes in connection with the
offering, i.e ., if they sell more notes than are on
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the cover page of this prospectus, the underwriters may
reduce that short position by purchasing notes in the
open market. Purchases of a security to stabilize the price
or to reduce a short position could cause the price of the
security to be higher than it might be in the absence of
such purchases.

Neither we nor any of the underwriters makes any
representation or prediction as to the direction or
magnitude of any effect that the transactions described
above may have on the price of the notes. In addition,
neither we nor any of the underwriters makes any
representation that the underwriters will engage in these
transactions or that these transactions, once commenced,
will not be discontinued without notice.

Notice to Prospective Investors in the European
Economic Area

In relation to each member state of the European
Economic Area that has implemented the Prospectus
Directive (each, a relevant member state), with effect
from and including the date on which the Prospectus
Directive is implemented in that relevant member state
(the relevant implementation date), an offer of notes
described in this prospectus supplement may not be
made to the public in that relevant member state prior to
the publication of a prospectus in relation to the notes
that has been approved by the competent authority in that
relevant member state or, where appropriate, approved in
another relevant member state and notified to the
competent authority in that relevant member state, all in
accordance with the Prospectus Directive, except that,
with effect from and including the relevant
implementation date, an offer of securities may be
offered to the public in that relevant member state at any
time:

to any legal entity that is authorized or regulated to
operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is
solely to invest in securities;

to any legal entity that has two or more of (1) an
average of at least 250 employees during the last
financial year; (2) a total balance sheet of more than

43,000,000 and (3) an annual net turnover of more
than 50,000,000, as shown in its last annual or
consolidated accounts;

to fewer than 100 natural or legal persons (other

than qualified investors as defined below) subject to
obtaining the prior consent of the representatives for
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any such offer; or

in any other circumstances that do not require the
publication of a prospectus pursuant to Article 3 of
the Prospectus Directive.

Each purchaser of notes described in this
prospectus supplement located within a relevant member
state will be deemed to have represented, acknowledged
and agreed that itis a qualified investor within the
meaning of Article 2(1)(e) of the Prospectus Directive.

For purposes of this provision, the expression an

offer to the public in any relevant member state means
the communication in any form and by any means of
sufficient information on the terms of the offer and the
securities to be offered so as to enable an investor to
decide to purchase or subscribe the securities, as the
expression may be varied in that member state by any
measure implementing the Prospectus Directive in that
member state, and the expression Prospectus Directive
means Directive 2003/71/EC and includes any relevant
implementing measure in each relevant member state.

The sellers of the notes have not authorized and do
not authorize the making of any offer of notes through
any financial intermediary on their behalf, other than
offers made by the underwriters with a view to the final
placement of the notes as contemplated in this prospectus
supplement. Accordingly, no purchaser of the notes,
other than the underwriters, is authorized to make any
further offer of the notes on behalf of the sellers or the
underwriters.

Notice to Prospective Investors in the United
Kingdom

This prospectus supplement is only being
distributed to, and is only directed at, persons in the
United Kingdom that are qualified investors within the
meaning of Article 2(1)(e) of the Prospectus Directive
that are also (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (the Order ) or
(i1) high net worth entities, and other persons to whom it
may lawfully be communicated, falling within
Article 49(2)(a) to (d) of the Order (all such persons
together being referred to as relevant persons ). This
prospectus supplement and its contents are confidential
and should not be distributed, published or reproduced
(in whole or in part) or disclosed by recipients to any
other persons in the United Kingdom. Any person in the
United Kingdom that is not a relevant person should not
act or rely on this document or any of its contents.
Notice to Prospective Investors in Hong Kong
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The notes may not be offered or sold in Hong
Kong by means of any document other than (i) in
circumstances which do not constitute an offer to the
public within the meaning of the Companies Ordinance
(Cap. 32, Laws of Hong Kong), or (ii) to professional
investors within the meaning of the Securities and
Futures Ordinance (Cap. 571, Laws of Hong Kong) and
any rules made thereunder, or (iii) in other circumstances
which do not result in the document being a prospectus
within the meaning of the Companies Ordinance (Cap.
32, Laws of Hong Kong) and no advertisement,
invitation or document relating to the notes may be
issued or may be in the possession of any person for the
purpose of issue (in each case whether in Hong Kong or
elsewhere), which is directed at, or the contents of which
are likely to be accessed or read by, the public in Hong
Kong (except if permitted to do so under the laws of
Hong Kong) other than with respect to notes which are
or are intended to be disposed of only to persons outside
Hong Kong or only to professional investors within the
meaning of the Securities and Futures Ordinance (Cap.
571, Laws of Hong Kong) and any rules made
thereunder.
Notice to Prospective Investors in Japan

The notes offered in this prospectus supplement
have not been registered under the Securities and
Exchange Law of Japan. The notes have not been offered
or sold and will not be offered or sold, directly or
indirectly, in Japan or to or for the account of any
resident of Japan, except (i) pursuant to an exemption
from the registration requirements of the Securities and
Exchange Law and (ii) in compliance with any other
applicable requirements of Japanese law.
Notice to Prospective Investors in Singapore

This prospectus supplement has not been
registered as a prospectus with the Monetary Authority
of Singapore. Accordingly, this prospectus supplement
and any other document or material in connection with
the offer or sale, or invitation for subscription or
purchase, of the notes may not be circulated or
distributed, nor may the notes be offered or sold, or be
made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in
Singapore other than (i) to an institutional investor under
Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the SFA ), (ii) to a relevant
person pursuant to Section 275(1), or any person
pursuant to Section 275(1A), and in accordance with the
conditions specified in Section 275 of the SFA or
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(iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA,
in each case subject to compliance with conditions set
forth in the SFA.
Where the notes are subscribed or purchased under
Section 275 of the SFA by a relevant person which is:
a corporation (which is not an accredited investor
(as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the
entire share capital of which is owned by one or
more individuals, each of whom is an accredited
investor; or

a trust (where the trustee is not an accredited
investor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individual
who is an accredited investor,
shares, debentures and units of shares and debentures of
that corporation or the beneficiaries rights and interest
(howsoever described) in that trust shall not be
transferred within six months after that corporation or
that trust has acquired the notes pursuant to an offer
made under Section 275 of the SFA except
to an institutional investor (for corporations, under
Section 274 of the SFA) or to a relevant person
defined in Section 275(2) of the SFA, or to any
person pursuant to an offer that is made on terms
that such shares, debentures and units of shares and
debentures of that corporation or such rights and
interest in that trust are acquired at a consideration
of not less than S$200,000 (or its equivalent in a
foreign currency) for each transaction, whether such
amount is to be paid for in cash or by exchange of
securities or other assets, and further for
corporations, in accordance with the conditions
specified in Section 275 of the SFA;
where no consideration is or will be given for the
transfer; or
where the transfer is by operation of law.
Other Relationships
The underwriters and certain of their affiliates
have performed investment banking, advisory and
general financing services for us from time to time for
which they have received customary fees and expenses.
The underwriters and certain of their affiliates may, from
time to time, engage in transactions with and perform
services for us in the ordinary course of their business.
The Bank of New York Mellon will be a trustee in
respect of the notes offered by this prospectus and
currently acts as trustee of our 7.5% Senior
S-25
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Notes due 2007, our 7.75% Senior Notes due 2012, our
5.5% Senior Notes due 2016, our 6.25% Senior
Debentures due 2036, our 5.875% Senior Notes due
2014 and our 6.450% Senior Debentures due 2027.
LEGAL MATTERS

The validity of the notes has been passed on for us
by Morgan, Lewis & Bockius LLP, New York, New
York. Dewey & LeBoeuf LLP, New York, New York, is
counsel for the underwriters in connection with this
offering. Certain partners of Morgan, Lewis & Bockius
LLP hold shares of our common stock and have invested
in funds managed by us.

EXPERTS

The consolidated financial statements of Jefferies
Group, Inc. as of December 31, 2008 and 2007, and for
each of the years in the three-year period ended
December 31, 2008, and management s assessment of the
effectiveness of internal control over financial reporting
as of December 31, 2008, have been incorporated by
reference herein and in the registration statement in
reliance upon the reports of KPMG LLP, independent
registered public accounting firm, incorporated by
reference herein, and upon the authority of said firm as
experts in accounting and auditing.
WHERE YOU CAN FIND MORE INFORMATION

As required by the Securities Act of 1933, we filed
a registration statement relating to the securities offered
by this prospectus with the Securities and Exchange
Commission. This prospectus is a part of that registration
statement, which includes additional information.

We file annual, quarterly and current reports,
proxy statements and other information with the SEC.
You may read and copy any document we file at the
SEC s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. You may obtain information
on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. These SEC filings
are also available to the public from the SEC s web site at
http://www.sec.gov.

INCORPORATION OF CERTAIN INFORMATION
BY REFERENCE

The SEC allows us to incorporate by reference the
information we file with the SEC, which means that we
can disclose important information to you by referring
you to those documents. The information incorporated
by reference is considered to be part of this prospectus.
Information that we file later with the SEC will
automatically update information in this prospectus. In
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all cases, you should rely on the later information over
different information included in this prospectus or the
prospectus supplement. We incorporate by reference the
documents listed below and any future filings made with
the SEC under Section 13(a), 13(c), 14, or 15(d) of the
Securities Exchange Act of 1934:

Annual Report on Form 10-K for the year ended

December 31, 2008, filed on February 27, 2009;

Quarterly Report on Form 10-Q for the quarter
ended March 31, 2009, filed on May 8, 2009;

Current Report on Form 8-K filed on June 24, 2009;
and

Current Report on Form 8-K filed on June 25, 2009.

All documents we file pursuant to Section 13(a),
13(c), 14 or 15(d) of the Exchange Act after the date of
this prospectus and before the later of the completion of
the offering of the securities described in this prospectus
and the date our affiliates stop offering securities
pursuant to this prospectus shall be incorporated by
reference in this prospectus from the date of filing of
such documents.

You may obtain copies of these documents, at no
cost to you, from our Internet website
(www jefferies.com), or by writing or telephoning us at
the following address:

Investor Relations
Jefferies Group, Inc.
520 Madison Avenue

12th Floor
New York, New York 10022
(212) 284-2550
S-26
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PROSPECTUS
JEFFERIES GROUP, INC.
Debt Securities
Warrants

Preferred Stock

Depositary Shares

Purchase Contracts

Units

Common Stock

The securities may be offered in one or more series,
in amounts, at prices and on terms to be determined at
the time of the offering.

We will provide the specific terms of these securities
in supplements to this prospectus. You should read this
prospectus and the accompanying prospectus supplement
carefully before you invest.

Neither the Securities and Exchange Commission
nor any state securities commission has approved or
disapproved of these securities or determined if this
prospectus or any accompanying prospectus
supplement is truthful or complete. Any
representation to the contrary is a criminal offense.

Jefferies Group, Inc. may use this prospectus in the
initial sale of these securities. In addition, Jefferies &
Company, Inc. or any other affiliate of Jefferies Group,
Inc. may use this prospectus in a market-making
transaction in any of these securities after its initial sale.
UNLESS JEFFERIES GROUP, INC. OR ITS AGENT
INFORMS THE PURCHASER OTHERWISE IN THE
CONFIRMATION OF SALE, THIS PROSPECTUS IS
BEING USED IN A MARKET-MAKING
TRANSACTION.

This prospectus is dated June 25, 2009
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EXPLANATORY NOTE
The prospectus contained herein relates to all of the
following:
the initial offering of debt securities, warrants,
preferred stock, depositary shares, purchase
contracts, units and common stock issuable by
Jefferies Group, Inc.;

the offering of such securities by the holders thereof;
and

market-making transactions that may occur on a
continuous or delayed basis in the securities
described above, after they are initially offered and
sold.

When the prospectus is delivered to an investor in the
initial or a secondary offering described above, the
investor will be informed of that fact in the confirmation
of sale or in a prospectus supplement. When the
prospectus is delivered to an investor who is not so
informed, it is delivered in a market-making transaction.

To the extent required, the information in the
prospectus, including financial information, will be
updated at the time of each offering. Upon each such
offering, a prospectus supplement to the base prospectus
will be filed.
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You should rely only on the information provided in
this prospectus and the prospectus supplement, as
well as the information incorporated by reference.
We have not authorized anyone to provide you with
different information. We are not making an offer of
these securities in any jurisdiction where the offer is
not permitted. You should not assume that the
information in this prospectus, the prospectus
supplement or any documents incorporated by
reference is accurate as of any date other than the
date of the applicable document.
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Where You Can Find More Information

As required by the Securities Act of 1933, as
amended, we filed a registration statement relating to the
securities offered by this prospectus with the Securities
and Exchange Commission. This prospectus is a part of
that registration statement, which includes additional
information.

We file annual, quarterly and current reports, proxy
statements and other information with the SEC. You may
read and copy any document we file at the SEC s Public
Reference Room at 100 F Street, N.E., Washington, D.C.
20549. You may obtain information on the operation of
the Public Reference Room by calling the SEC at
1-800-SEC-0330. These SEC filings are also available to
the public from the SEC s web site at http://www.sec.gov.

Incorporation of Certain Information by Reference

The SEC allows us to incorporate by reference the
information we file with the SEC, which means that we
can disclose important information to you by referring
you to those documents. The information incorporated
by reference is considered to be part of this prospectus.
Information that we file later with the SEC will
automatically update information in this prospectus. In
all cases, you should rely on the later information over
different information included in this prospectus or the
prospectus supplement. We incorporate by reference the
documents listed below and any future filings made with
the SEC under Section 13(a), 13(c), 14, or 15(d) of the
Securities Exchange Act of 1934, as amended:

Annual Report on Form 10-K for the year ended
December 31, 2008, filed on February 27, 2009;

Quarterly Report on Form 10-Q for the quarter ended
March 31, 2009, filed on May 8, 2009;

Current Report on Form 8-K filed on June 25, 2009;
and

The description of our common stock contained in
the Registration Statement on Form 10 filed on
April 20, 1999 and any further amendment or report
filed thereafter for the purpose of updating such
description.

All documents we file pursuant to Section 13(a),
13(c), 14 or 15(d) of the Exchange Act after the date of
this prospectus and before the later of the completion of
the offering of the securities described in this prospectus
and the date our affiliates stop offering securities
pursuant to this prospectus shall be incorporated by
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reference in this prospectus from the date of filing of
such documents.

You may obtain copies of these documents, at no cost
to you, from our Internet website (www.jefferies.com),
or by writing or telephoning us at the following address:

Investor Relations
Jefferies Group, Inc.
520 Madison Avenue
12th Floor
New York, New York 10022
(212) 284-2550
Explanatory Note Regarding Financial Statements

We adopted FASB 160, Non-Controlling Interests in
Consolidated Financial Statements an Amendment of
ARB No. 51 , on January 1, 2009. Prior to the adoption of
FASB 160, we reported minority interest within
liabilities on our Consolidated Statements of Financial
Condition. FASB 160 requires an entity to clearly
identify and present ownership interests in subsidiaries
held by parties other than the entity in the consolidated
financial statements within the equity section but
separate from the entity s equity and, accordingly, we
now present non-controlling interests within stockholders
equity, separately from our own equity. FASB 160 also
requires that revenues, expenses, net income or loss, and
other comprehensive income or loss be reported in the
consolidated financial statements at the consolidated
amounts, which includes amounts attributable to both
owners of the parent and noncontrolling interests. Net
income or loss and other comprehensive income or loss
shall then be attributed to the parent and noncontrolling
interest. Prior to the adoption of FASB 160, we recorded
minority interest in earnings (loss) of consolidated
subsidiaries in the determination of net earnings (loss).
These changes were reflected in the financial statements
included in our Quarterly Report on Form 10-Q for the
first quarter of 20009, filed with the SEC on May 8§, 2009,
and incorporated herein by reference.

In connection with the filing of the registration
statement of which this prospectus is a part, we have
recast prior financial

2
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statements to retrospectively reflect the adoption of
FASB 160. In addition, these recast financial statements
reflect the retrospective application of FSP EITF 03-6-1,

Determining Whether Instruments Granted in
Share-Based Payment Transactions Are Participating
Securities, also adopted on January 1, 2009. Under FSP
EITF 03-6-1, net earnings are allocated among common
shareholders and participating securities based on their
right to share in earnings. The adoption of FSP EITF
03-6-1 reduced previously reported Diluted EPS. These
recast financial statements, together with the related
recast Management s Discussion and Analysis of
Financial Condition and Results of Operations and
Selected Financial Information for the five years ended
December 31, 2008, have been filed with the SEC on a
Current Report on Form 8-K, filed June 25, 2009, and
incorporated herein by reference. The Financial
Statements, Management s Discussion and Selected Table
included in this Current Report on Form 8-K supersede
those included in our Annual Report on Form 10-K for
2008, filed on February 27, 2009, and incorporated
herein by reference. See Note 12 to the financial
statements filed with the current Report on Form 8-K for
an explanation of the calculation of earnings per share
under FSP EITF 03-6-1.

Jefferies Group, Inc.
Jefferies Group, Inc. and its subsidiaries ( we , us or

our ) operate as an independent, full-service global
securities and investment banking firm serving
companies and their investors. We offer companies
capital markets, merger and acquisition, restructuring
and other financial advisory services. We provide
investors fundamental research and trade execution in
equity, equity-linked, and fixed income securities,
including corporate bonds, government and agency
securities, repo finance, mortgage- and asset-backed
securities, municipal bonds, whole loans and emerging
markets debt, convertible securities as well as
commodities and derivatives. We also provide asset
management services and products to institutions and
other investors. Effective June 18, 2009, Jefferies was
designated as a primary dealer by the Federal Reserve
Bank of New York.

Our principal operating subsidiary, Jefferies, was
founded in 1962. Since 2000, we have pursued a strategy
of continued growth and diversification, whereby we
have sought to increase our share of the business in each
of the markets we serve, while at the same time
expanding the breadth of our activities in an effort to
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mitigate the cyclical nature of the financial markets in
which we operate. Our growth plan has been achieved
through internal growth supported by the ongoing
addition of experienced personnel in targeted areas, as
well as the acquisition from time to time of
complementary businesses.

As of March 31, 2009, we had 2,296 employees. We
maintain offices in more than 25 cities throughout the
world and have our executive offices located at 520
Madison Avenue, New York, New York 10022. Our
telephone number there is (212) 284-2550 and our
Internet address is www.jefferies.com.

Description of Securities We May Offer
Debt Securities

Please note that in this section entitled Debt
Securities, references to Jefferies, we, us, ours or our
refer only to Jefferies Group, Inc. and not to its
consolidated subsidiaries. Also, in this section,
references to holders mean those who own debt
securities registered in their own names, on the books
that Jefferies or the trustee maintains for this purpose,
and not those who own beneficial interests in debt
securities registered in street name or in debt securities
issued in book-entry form through one or more
depositaries. Owners of beneficial interests in the debt
securities should read the section below entitled
Book-Entry Procedures and Settlement.

General

The debt securities offered by this prospectus will be
our unsecured obligations and will be either senior or
subordinated debt. We will issue senior debt under a
senior debt indenture, and we will issue subordinated
debt under a subordinated debt indenture. We sometimes
refer to the senior debt indenture and the subordinated
debt indenture individually as an indenture and
collectively as the indentures. The indentures have been
filed with the SEC and are exhibits to the registration
statement of which this prospectus forms a part. You can
obtain copies of the indentures by following the
directions outlined in Where You Can Find More
Information , or by contacting the applicable indenture
trustee.

A form of each debt security, reflecting the particular
terms and provisions of a series of offered debt
securities, has been filed with the SEC or will be filed
with the SEC at the time of the offering as exhibits to the
registration statement of which this prospectus forms a
part.

The following briefly summarizes the material
provisions of the indentures and the debt securities, other
than pricing and related terms disclosed for a particular
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issuance in an accompanying prospectus supplement.
You should read the more detailed provisions of the
applicable indenture, including the defined terms, for
provisions that may be important to you. You should also
read the particular terms of a series of debt securities,
which will be described in more detail in an
accompanying prospectus supplement. So that you may
easily locate the more detailed provisions, the numbers in
parentheses below refer to sections in the applicable
indenture or, if no indenture is specified, to sections in
each of the indentures. Wherever particular sections or
defined terms of the applicable indenture are referred to,
such sections or defined terms are incorporated into this
prospectus by reference, and the
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statement in this prospectus is qualified by that reference.

Unless otherwise provided for a particular issuance in
an accompanying prospectus supplement, the trustee
under each of the senior debt indenture and the
subordinated debt indenture will be The Bank of New
York Mellon.

The indentures provide that our unsecured senior or
subordinated debt securities may be issued in one or
more series, with different terms, in each case as we
authorize from time to time. We also have the right to
reopen a previous issue of a series of debt securities by
issuing additional debt securities of such series.

Types of Debt Securities

We may issue fixed or floating rate debt securities.

Fixed rate debt securities will bear interest at a fixed
rate described in the prospectus supplement. This type
includes zero coupon debt securities, which bear no
interest and are often issued at a price lower than the
principal amount. Material federal income tax
consequences and other special considerations applicable
to any debt securities issued at a discount will be
described in the applicable prospectus supplement.

Upon the request of the holder of any floating rate
debt security, the calculation agent will provide the
interest rate then in effect for that debt security, and, if
determined, the interest rate that will become effective
on the next interest reset date. The calculation agent s
determination of any interest rate, and its calculation of
the amount of interest for any interest period, will be
final and binding in the absence of manifest error.

All percentages resulting from any interest rate
calculation relating to a debt security will be rounded
upward or downward, as appropriate, to the next higher
or lower one hundred-thousandth of a percentage point.
All amounts used in or resulting from any calculation
relating to a debt security will be rounded upward or
downward, as appropriate, to the nearest cent, in the case
of U.S. dollars, or to the nearest corresponding hundredth
of a unit, in the case of a currency other than U.S.
dollars, with one-half cent or one-half of a corresponding
hundredth of a unit or more being rounded upward.

In determining the base rate that applies to a floating
rate debt security during a particular interest period, the
calculation agent may obtain rate quotes from various
banks or dealers active in the relevant market, as
described in the prospectus supplement. Those reference
banks and dealers may include the calculation agent
itself and its affiliates, as well as any underwriter, dealer
or agent participating in the distribution of the relevant
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floating rate debt securities and its affiliates, and they
may include affiliates of Jefferies.
Information in the Prospectus Supplement

The prospectus supplement for any offered series of
debt securities will describe the following terms, as
applicable:

the title;

whether the debt is senior or subordinated;
the total principal amount offered;

the percentage of the principal amount at which the
debt securities will be sold and, if applicable, the
method of determining the price;

the maturity date or dates;

whether the debt securities are fixed rate debt
securities or floating rate debt securities;

if the debt securities are fixed rate debt securities, the
yearly rate at which the debt security will bear
interest, if any, and the interest payment dates;

if the debt security is an original issue discount debt
security, the yield to maturity;

if the debt securities are floating rate debt securities,
the interest rate basis; any applicable index currency

or maturity,
4
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spread or spread multiplier or initial, maximum or
minimum rate; the interest reset, determination,
calculation and payment dates; and the day count
used to calculate interest payments for any period;

the date or dates from which any interest will accrue,
or how such date or dates will be determined, and the
interest payment dates and any related record dates;

if other than in U.S. Dollars, the currency or currency
unit in which payment will be made;

any provisions for the payment of additional amounts
for taxes;

the denominations in which the currency or currency
unit of the securities will be issuable if other than
denominations of $1,000 and integral multiples
thereof;

the terms and conditions on which the debt securities
may be redeemed at the option of Jefferies;

any obligation of Jefferies to redeem, purchase or
repay the debt securities at the option of a holder
upon the happening of any event and the terms and
conditions of redemption, purchase or repayment;

the names and duties of any co-trustees, depositaries,
authenticating agents, calculation agents, paying
agents, transfer agents or registrars for the debt
securities;

any material provisions of the applicable indenture
described in this prospectus that do not apply to the
debt securities; and

any other specific terms of the debt securities.
The terms on which a series of debt securities may be

convertible into or exchangeable for other securities of

Jefferies or any other entity will be set forth in the
prospectus supplement relating to such series. Such
terms will include provisions as to whether conversion or
exchange is mandatory, at the option of the holder or at
our option. The terms may include provisions pursuant to
which the number of other securities to be received by
the holders of such series of debt securities may be

adjusted.
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We will issue the debt securities only in registered
form. As currently anticipated, debt securities of a series
will trade in book-entry form, and global notes will be
issued in physical (paper) form, as described below
under Book-Entry Procedures and Settlement. Unless
otherwise provided in the accompanying prospectus
supplement, we will issue debt securities denominated in
U.S. Dollars and only in denominations of $1,000 and
integral multiples thereof.

The prospectus supplement relating to offered
securities denominated in a foreign or composite
currency will specify the denomination of the offered
securities.

The debt securities may be presented for exchange,
and debt securities other than a global security may be
presented for registration of transfer, at the principal
corporate trust office of The Bank of New York Mellon
in New York City. Holders will not have to pay any
service charge for any registration of transfer or
exchange of debt securities, but we may require payment
of a sum sufficient to cover any tax or other
governmental charge payable in connection with such
registration of transfer (Section 3.05).

Market-Making Transactions. If you purchase your
debt security or any of our other securities we describe
in this prospectus in a market-making transaction, you
will receive information about the price you pay and
your trade and settlement dates in a separate
confirmation of sale. A market-making transaction is one
in which Jefferies & Company, Inc. or one of our
affiliates resells a security that it has previously acquired
from another holder. A market-making transaction in a
particular security occurs after the original issuance and
sale of the security.

Payment and Paying Agents

Distributions on the debt securities other than those
represented by global notes will be made in the
designated currency against surrender of the debt
securities at the principal corporate trust office of The
Bank of New York Mellon in New York City. Payment
will be made to the registered holder at the close of
business on the record date for such payment. Interest
payments will be made at the principal corporate trust
office of The Bank of New York Mellon in New York
City, or by a check mailed to the holder at

5
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his registered address. Payments in any other manner
will be specified in the prospectus supplement.
Calculation Agents

Calculations relating to floating rate debt securities
and indexed debt securities will be made by the
calculation agent, an institution that we appoint as our
agent for this purpose. We may appoint one of our
affiliates as calculation agent. We may appoint a
different institution to serve as calculation agent from
time to time after the original issue date of the debt
security without your consent and without notifying you
of the change. The initial calculation agent will be
identified in the prospectus supplement.

Senior Debt

We will issue senior debt securities under the senior
debt indenture. Senior debt will rank on an equal basis
with all our other unsecured debt except subordinated
debt.

Subordinated Debt

We will issue subordinated debt securities under the
subordinated debt indenture. Subordinated debt will rank
subordinated and junior in right of payment, to the extent
set forth in the subordinated debt indenture, to all our
senior debt.

If we default in the payment of any principal of, or
premium, if any, or interest on any senior debt when it
becomes due and payable after any applicable grace
period, then, unless and until the default is cured or
waived or ceases to exist, we cannot make a payment on
account of or redeem or otherwise acquire the
subordinated debt securities.

If there is any insolvency, bankruptcy, liquidation or
other similar proceeding relating to us or our property,
then all senior debt must be paid in full before any
payment may be made to any holders of subordinated
debt securities.

Furthermore, if we default in the payment of the
principal of and accrued interest on any subordinated
debt securities that is declared due and payable upon an
event of default under the subordinated debt indenture,
holders of all our senior debt will first be entitled to
receive payment in full in cash before holders of such
subordinated debt can receive any payments.

Senior debt means:

the principal, premium, if any, and interest in respect

of indebtedness of Jefferies for money borrowed and

indebtedness evidenced by securities, notes,
debentures, bonds or other similar instruments issued
by us, including the senior debt securities;
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all capitalized lease obligations;

all obligations representing the deferred purchase
price of property; and

all deferrals, renewals, extensions and refundings of
obligations of the type referred to above;

but senior debt does not include:

subordinated debt securities;

any indebtedness that by its terms is subordinated to,
or ranks on an equal basis with, subordinated debt
securities; and

indebtedness that is subordinated to a senior debt
obligation of ours specified above.

The effect of this last provision is that we may not
issue, assume or guarantee any indebtedness for money
borrowed which is junior to the senior debt securities and
senior to the subordinated debt securities.

Covenants

Limitations on Liens. The senior indenture provides
that we will not, and will not permit any designated
subsidiary to, incur,

6
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issue, assume or guarantee any indebtedness for money
borrowed if such indebtedness is secured by a pledge of,
lien on, or security interest in any shares of common
stock of any designated subsidiary, without providing
that each series of senior debt securities and, at our
option, any other indebtedness ranking equally and
ratably with such indebtedness, is secured equally and
ratably with (or prior to) such other secured indebtedness
(Section 10.08).

Limitations on Transactions with Affiliates. The
senior indenture provides that we will not, and will not
permit any subsidiary to, sell, lease, transfer or otherwise
dispose of any of our or its properties or assets to, or
purchase any property or asset from, or enter into any
transaction, contract, agreement, understanding, loan,
advance or guaranty with, or for the benefit of, any
affiliate of ours unless:

the transaction with the affiliate is made on terms no

less favorable to us or the subsidiary than those that

would have been obtained in a comparable
transaction with an unrelated person; and

in the case of any affiliate transaction involving
consideration in excess of $25 million in any fiscal
year, we deliver to the trustee a certificate to the
effect that our board of directors has determined that
the transaction complies with the requirements
described in the above bullet point and that the
transaction has been approved by a majority of the
disinterested members of our board of directors.

This covenant will not apply to any employment
agreement entered into in the ordinary course of business
and consistent with past practices, to any transaction
between or among us and our subsidiaries or to
transactions entered into prior to the date the notes are
issued.

Limitations on Mergers and Sales of Assets. The
indentures provide that we will not merge or consolidate
or transfer or lease our assets substantially as an entirety,
and another person may not transfer or lease its assets
substantially as an entirety to us, unless:

either (1) we are the continuing corporation, or

(2) the successor corporation, if other than us, is a
U.S. corporation and expressly assumes by
supplemental indenture the obligations evidenced by
the securities issued pursuant to the indenture; and

immediately after the transaction, there would not be
any default in the performance of any covenant or
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condition of the indenture (Section 8.01).

Other than the restrictions described above, the
indentures do not contain any covenants or provisions
that would protect holders of the debt securities in the
event of a highly leveraged transaction.

Modification of the Indentures

Under the indentures, we and the relevant trustee can
enter into supplemental indentures to establish the form
and terms of any new series of debt securities without
obtaining the consent of any holder of debt securities
(Section 9.01).

We and the trustee may, with the consent of the
holders of at least a majority in aggregate principal
amount of the debt securities of a series, modify the
applicable indenture or the rights of the holders of the
securities of such series.

No such modification may, without the consent of
each holder of an affected security:

extend the fixed maturity of any such securities;

reduce the rate or change the time of payment of
interest on such securities;

reduce the principal amount of such securities or the
premium, if any, on such securities;

change any obligation of ours to pay additional
amounts;

reduce the amount of the principal payable on
acceleration of any securities issued originally at a
discount;

adversely affect the right of repayment or repurchase
at the option of the holder;
7
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reduce or postpone any sinking fund or
similar provision;

change the currency or currency unit in
which any such securities are payable or
the right of selection thereof;

impair the right to sue for the
enforcement of any such payment on or
after the maturity of such securities;

reduce the percentage of securities
referred to above whose holders need to
consent to the modification or a waiver
without the consent of such holders; or

change any obligation of ours to maintain
an office or agency (Section 9.02).

Defaults

Each indenture provides that events of default

regarding any series of debt securities will be:

our failure to pay required interest on any debt
security of such series for 30 days;

our failure to pay principal or premium, if any, on
any debt security of such series when due;

our failure to make any required scheduled
installment payment for 30 days on debt securities of
such series;

our failure to perform for 90 days after notice any
other covenant in the relevant indenture other than a
covenant included in the relevant indenture solely for
the benefit of a series of debt securities other than
such series;

our failure to pay beyond any applicable grace
period, or the acceleration of, indebtedness in excess
of $10,000,000; and

certain events of bankruptcy or insolvency, whether
voluntary or not (Section 5.01).
If an event of default regarding debt securities of any

series issued under the indentures should occur and be

continuing, either the trustee or the holders of 25% in the
principal amount of outstanding debt securities of such
series may declare each debt security of that series due
and payable (Section 5.02). We are required to file
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annually with the trustee a statement of an officer as to
the fulfillment by us of our obligations under the
indenture during the preceding year (Section 10.05).

No event of default regarding one series of debt
securities issued under an indenture is necessarily an
event of default regarding any other series of debt
securities.

Holders of a majority in principal amount of the
outstanding debt securities of any series will be entitled
to control certain actions of the trustee under the
indentures and to waive past defaults regarding such
series (Sections 5.12 and 5.13). The trustee generally
cannot be required by any of the holders of debt
securities to take any action, unless one or more of such
holders shall have provided to the trustee reasonable
security or indemnity (Section 6.02).

If an event of default occurs and is continuing
regarding a series of debt securities, the trustee may use
any sums that it holds under the relevant indenture for its
own reasonable compensation and expenses incurred
prior to paying the holders of debt securities of such
series (Section 5.06).

Before any holder of any series of debt securities may
institute action for any remedy, except payment on such
holder s debt security when due, the holders of not less
than 25% in principal amount of the debt securities of
that series outstanding must request the trustee to take
action. Holders must also offer and give the satisfactory
security and indemnity against liabilities incurred by the
trustee for taking such action (Sections 5.07 and 5.08).
Defeasance

Except as may otherwise be set forth in an
accompanying prospectus supplement, after we have
deposited with the trustee, cash or government securities,
in trust for the benefit of the holders sufficient to pay the
principal of, premium, if any, and interest on the debt
securities of such series when due, and satisfied certain
other conditions, including receipt of an opinion of
counsel that holders will not recognize taxable gain or
loss for federal income tax purposes, then:

8
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we will be deemed to have paid and satisfied our
obligations on all outstanding debt securities of such
series, which is known as defeasance and discharge
(Section 14.02); or

we will cease to be under any obligation, other than
to pay when due the principal of, premium, if any,
and interest on such debt securities, relating to the
debt securities of such series, which is known as
covenant defeasance (Section 14.03).

When there is a defeasance and discharge, the
applicable indenture will no longer govern the debt
securities of such series, we will no longer be liable for
payments required by the terms of the debt securities of
such series and the holders of such debt securities will be
entitled only to the deposited funds. When there is a
covenant defeasance, however, we will continue to be
obligated to make payments when due if the deposited
funds are not sufficient.

Payment of Additional Amounts

If so noted in the applicable prospectus supplement
for a particular issuance, we will pay to the holder of any
debt security who is a United States Alien (as defined
below) such additional amounts as may be necessary so
that every net payment of principal of and interest on the
debt security, after deduction or withholding for or on
account of any present or future tax, assessment or other
governmental charge imposed upon or as a result of such
payment by the United States or any taxing authority
thereof or therein, will not be less than the amount
provided in such debt security to be then due and
payable. We will not be required, however, to make any
payment of additional amounts for or on account of:

any tax, assessment or other governmental charge
that would not have been imposed but for the
existence of any present or former connection
between such holder (or between a fiduciary, settlor,
beneficiary of, member or shareholder of, or
possessor of a power over, such holder, if such holder
is an estate, trust, partnership or corporation) and the
United States, including, without limitation, such
holder (or such fiduciary, settlor, beneficiary,
member, shareholder or possessor), being or having
been a citizen or resident or treated as a resident of
the United States or being or having been engaged in
trade or business or present in the United States or
having or having had a permanent establishment in
the United States;
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any tax, assessment or other governmental charge
that would not have been imposed but for the
presentation by the holder of the debt security for
payment on a date more than 10 days after the date
on which such payment became due and payable or
the date on which payment thereof is duly provided
for, whichever occurs later;

any estate, inheritance, gift, sales, transfer, excise,
personal property or similar tax, assessment or other
governmental charge;

any tax, assessment or other governmental charge
imposed by reason of such holder s past or present
status as a passive foreign investment company, a
controlled foreign corporation, a personal holding
company or foreign personal holding company with
respect to the United States, or as a corporation
which accumulates earnings to avoid United States
federal income tax;

any tax, assessment or other governmental charge
which is payable otherwise than by withholding from
payment of principal of, or interest on, such debt
security;

any tax, assessment or other governmental charge
required to be withheld by any paying agent from any
payment of principal of, or interest on, any debt
security if such payment can be made without
withholding by any other paying agent;

any tax, assessment or other governmental charge
that is imposed by reason of a holder s present or
former status as (i) the actual or constructive owner
of 10% or more of the total combined voting power
of our stock, as determined for purposed of

Section 871(h)(3)(B) of the Internal Revenue Code of
1986, as amended (the Code ), (or any successor
provision) or (ii) a controlled foreign corporation that
is related to us, as determined for purposes of
Section 881(c)(3)(C) of the Code (or any successor
provision);

any tax, assessment or other governmental charge
imposed on interest received by (1) a 10%
shareholder of ours (as defined in
Section 871(h)(3)(B) of the Internal Revenue Code of
1986, as amended and the regulations that may be

9
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promulgated thereunder), or (2) a controlled foreign
corporation with respect to us within the meaning of
the Code; or

any combinations of items identified in the bullet
points above.

In addition, we will not be required to pay any
additional amounts to any holder who is a fiduciary or
partnership or other than the sole beneficial owner of
such debt security to the extent that a beneficiary or
settlor with respect to such fiduciary, or a member of
such partnership or a beneficial owner thereof would not
have been entitled to the payment of such additional
amounts had such beneficiary, settlor, member or
beneficial owner been the holder of the debt security.

The term United States Alien means any corporation,
partnership, individual or fiduciary that is, for United
States federal income tax purposes, a foreign
corporation, a nonresident alien individual, a nonresident
fiduciary of a foreign estate or trust, or a foreign
partnership one or more of the members of which is, for
United States federal income tax purpose, a foreign
corporation, a nonresident alien individual or a
nonresident fiduciary of a foreign estate or trust.
Redemption upon a Tax Event

If so noted in the applicable prospectus supplement
for a particular issuance, we may redeem the debt
securities in whole, but not in part, on not more than
60 days and not less than 30 days notice, at a redemption
price equal to 100% of their principal amount, plus all
accrued but unpaid interest through the redemption date
if we determine that as a result of a change in tax law (as
defined below):

we have or will become obligated to pay additional
amounts as described under the heading Payment of
Additional Amounts ; or

there is a substantial possibility that we will be

required to pay such additional amounts.

A change in tax law that would trigger the provisions
of the preceding paragraph is any change in or
amendment to the laws, treaties, regulations or rulings of
the United States or any political subdivision or taxing
authority thereof, or any proposed change in the laws,
treaties, regulations or rulings, or any change in the
official application, enforcement or interpretation of the
laws, treaties, regulations or rulings (including a holding
by a court of competent jurisdiction in the United States)
or any other action (other than an action predicated on
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law generally known on or before the date of the
applicable prospectus supplement for the particular
issuance of debt securities to which this section applies
except for proposals before the Congress prior to that
date) taken by any taxing authority or a court of
competent jurisdiction in the United States, or the official
proposal of the action, whether or not the action or
proposal was taken or made with respect to us.

Prior to the publication of any notice of redemption,
we shall deliver to the Trustee an officers certificate
stating that we are entitled to effect the aforementioned
redemption and setting forth a statement of facts showing
that the conditions precedent to our right to so redeem
have occurred, and an opinion of counsel to such effect
based on such statement of facts.

Governing Law

Unless otherwise stated in the prospectus supplement,
the debt securities and the indentures will be governed by
New York law.

Concerning the Trustee under the Indentures

We have and may continue to have banking and other
business relationships with The Bank of New York
Mellon, or any subsequent trustee, in the ordinary course
of business.

Warrants

Please note that in this section entitled Warrants,
references to Jefferies, we, us, ours or our refer only to
Jefferies Group, Inc. and not to its consolidated
subsidiaries. Also, in this section, references to holders
mean those who own warrants registered in their own
names, on the books that Jefferies or its agent maintains
for this purpose, and not those who own beneficial
interests in warrants registered in street name or in
warrants issued in book-entry form through one or more
depositaries. Owners of beneficial interests in the
warrants should read the section below entitled
Book-Entry Procedures and Settlement.

10
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General

We may offer warrants separately or together with
our debt or equity securities.

We may issue warrants in such amounts or in as
many distinct series as we wish. This section summarizes
terms of the warrants that apply generally to all series.
Most of the financial and other specific terms of your
warrant will be described in the prospectus supplement.
Those terms may vary from the terms described here.

The warrants of a series will be issued under a
separate warrant agreement to be entered into between us
and one or more banks or trust companies, as warrant
agent, as set forth in the prospectus supplement. A form
of each warrant agreement, including a form of warrant
certificate representing each warrant, reflecting the
particular terms and provisions of a series of offered
warrants, will be filed with the SEC at the time of the
offering and incorporated by reference in the registration
statement of which this prospectus forms a part. You can
obtain a copy of any form of warrant agreement when it
has been filed by following the directions outlined in

Where You Can Find More Information or by contacting
the applicable warrant agent.

The following briefly summarizes the material
provisions of the warrant agreements and the warrants.
As you read this section, please remember that the
specific terms of your warrant as described in the
prospectus supplement will supplement and, if
applicable, may modify or replace the general terms
described in this section. You should read carefully the
prospectus supplement and the more detailed provisions
of the warrant agreement and the warrant certificate,
including the defined terms, for provisions that may be
important to you. If there are differences between the
prospectus supplement and this prospectus, the
prospectus supplement will control. Thus, the statements
made in this section may not apply to your warrant.
Types of Warrants

We may issue debt warrants or equity warrants. A
debt warrant is a warrant for the purchase of our debt
securities on terms to be determined at the time of sale.
An equity warrant is a warrant for the purchase or sale of
our equity securities. We may also issue warrants for the
purchase or sale of, or whose cash value is determined by
reference to the performance, level or value of, one or
more of the following: securities of one or more issuers,
including those issued by us and described in this
prospectus or debt or equity securities issued by third
parties; a currency or currencies; a commodity or
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commodities; and other financial, economic or other
measure or instrument, including the occurrence or
non-occurrence of any event or circumstances, or one or
more indices or baskets of these items.
Information in the Prospectus Supplement
The prospectus supplement will contain, where
applicable, the following information about the warrants:
the specific designation and aggregate number of,
and the price at which we will issue, the warrants;

the currency or currency unit with which the warrants
may be purchased and in which any payments due to
or from the holder upon exercise must be made;

the date on which the right to exercise the warrants
will begin and the date on which that right will expire
or, if you may not continuously exercise the warrants
throughout that period, the specific date or dates on
which you may exercise the warrants;

whether the exercise price may be paid in cash, by
the exchange of warrants or other securities or both,
and the method of exercising the warrants;

whether the warrants will be settled by delivery of
the underlying securities or other property or in cash;

whether and under what circumstances we may
cancel the warrants prior to their expiration date, in
which case the holders will be entitled to receive only
the applicable cancellation amount, which may be
either a fixed amount or an amount that varies during
the term of the warrants in accordance with a
schedule or formula;

whether the warrants will be issued in global or
non-global form, although, in any case, the form of a
warrant included in a unit will correspond to the form
of the unit and of any debt security or purchase
contract included in that unit;

the identities of the warrant agent, any depositaries
and any paying, transfer, calculation or other agents
for the warrants;

11
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any securities exchange or quotation system on
which the warrants or any securities deliverable upon
exercise of the warrants may be listed;

whether the warrants are to be sold separately or with
other securities, as part of units or otherwise, and if
the warrants are to be sold with the securities of
another company or other companies, certain
information regarding such company or companies;
and

any other terms of the warrants.

If warrants are issued as part of a unit, the prospectus
supplement will specify whether the warrants will be
separable from the other securities in the unit before the
warrants expiration date.

No holder of a warrant will, as such, have any rights
of a holder of the debt securities, equity securities or
other warrant property purchasable under or in the
warrant, including any right to receive payment
thereunder.

Our affiliates may resell our warrants in
market-making transactions after their initial issuance.
We discuss these transactions above under Debt
Securities Information in the Prospectus Supplement
Market-Making Transactions.

Additional Information in the Prospectus Supplement
for Debt Warrants

In the case of debt warrants, the prospectus
supplement will contain, where appropriate, the
following additional information:

the designation, aggregate principal amount, currency

and terms of the debt securities that may be
purchased upon exercise of the debt warrants; and

the designation, terms and amount of debt securities,

if any, to be issued together with each of the debt

warrants and the date, if any, after which the debt

warrants and debt securities will be separately

transferable.
No Limit on Issuance of Warrants

The warrant agreements will not limit the number of
warrants or other securities that we may issue.
Modifications

We and the relevant warrant agent may, without the
consent of the holders, amend each warrant agreement
and the terms of each issue of warrants, for the purpose
of curing any ambiguity or of correcting or
supplementing any defective or inconsistent provision, or
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in any other manner that we may deem necessary or
desirable and that will not adversely affect the interests
of the holders of the outstanding unexercised warrants in
any material respect.

We and the relevant warrant agent also may, with the
consent of the holders of at least a majority in number of
the outstanding unexercised warrants affected, modify or
amend the warrant agreement and the terms of the
warrants.

No such modification or amendment may, without the
consent of each holder of an affected warrant:

reduce the amount receivable upon exercise,

cancellation or expiration;

shorten the period of time during which the warrants
may be exercised;

otherwise materially and adversely affect the exercise
rights of the beneficial owners of the warrants; or

reduce the percentage of outstanding warrants whose

holders must consent to modification or amendment

of the applicable warrant agreement or the terms of

the warrants.
Merger and Similar Transactions Permitted; No
Restrictive Covenants or Events of Default

The warrant agreements will not restrict our ability to
merge or consolidate with, or sell our assets to, another
firm or to

12
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engage in any other transactions. If at any time there is a
merger or consolidation involving us or a sale or other
disposition of all or substantially all of our assets, the
successor or assuming company will be substituted for
us, with the same effect as if it had been named in the
warrant agreement and in the warrants. We will be
relieved of any further obligation under the warrant
agreement or warrants, and, in the event of any such
merger, consolidation, sale or other disposition, we as the
predecessor corporation may at any time thereafter be
dissolved, wound up or liquidated.

The warrant agreements will not include any
restrictions on our ability to put liens on our assets,
including our interests in our subsidiaries, nor will they
provide for any events of default or remedies upon the
occurrence of any events of default.

Warrant Agreements Will Not Be Qualified under
Trust Indenture Act

No warrant agreement will be qualified as an
indenture, and no warrant agent will be required to
qualify as a trustee, under the Trust Indenture Act.
Therefore, holders of warrants issued under a warrant
agreement will not have the protection of the Trust
Indenture Act with respect to their warrants.
Enforceability of Rights by Beneficial Owner

Each warrant agent will act solely as our agent in
connection with the issuance and exercise of the
applicable warrants and will not assume any obligation
or relationship of agency or trust for or with any
registered holder of or owner of a beneficial interest in
any warrant. A warrant agent will have no duty or
responsibility in case of any default by us under the
applicable warrant agreement or warrant certificate,
including any duty or responsibility to initiate any
proceedings at law or otherwise or to make any demand
upon us.

Holders may, without the consent of the applicable
warrant agent, enforce by appropriate legal action, on
their own behalf, their right to exercise their warrants, to
receive debt securities, in the case of debt warrants, and
to receive payment, if any, for their warrants, in the case
of universal warrants.

Governing Law

Unless otherwise stated in the prospectus supplement,
the warrants and each warrant agreement will be
governed by New York law.

Preferred Stock

As of the date of this prospectus, our authorized

capital stock includes 10 million shares of preferred
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stock, 125,000 shares of which were issued and
outstanding as of March 31, 2009. In February 2006, we
issued $125.0 million of Series A convertible preferred
stock in a private placement. Our Series A convertible
preferred stock has a 3.25% annual, cumulative cash
dividend and is currently convertible into 4,105,138
shares of our common stock at an effective conversion
price of approximately $30.45 per share. The Series A
convertible preferred stock is callable beginning in 2016
and will mature in 2036.

The following briefly summarizes the material terms
of our preferred stock, other than pricing and related
terms disclosed for a particular issuance in an
accompanying prospectus supplement. You should read
the particular terms of any series of preferred stock we
offer which will be described in more detail in the
prospectus supplement prepared for such series, together
with the more detailed provisions of our certificate of
incorporation and the certificate of designations relating
to each particular series of preferred stock, for provisions
that may be important to you. The certificate of
designations relating to a particular series of preferred
stock offered by way of an accompanying prospectus
supplement will be filed with the SEC at the time of the
offering and incorporated by reference in the registration
statement of which this prospectus forms a part. You can
obtain a copy of this document by following the
directions outlined in Where You Can Find More
Information. The prospectus supplement will also state
whether any of the terms summarized below do not apply
to the series of preferred stock being offered.

General

Under our certificate of incorporation, our board of
directors is authorized to issue shares of preferred stock
in one or more series, and to establish from time to time
a series of preferred stock with the following terms
specified:

the number of shares to be included in the series;
13
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the designation, powers, preferences and rights of the
shares of the series; and

the qualifications, limitations or restrictions of such
series, except as otherwise stated in the certificate of
incorporation.

Prior to the issuance of any series of preferred stock,
our board of directors will adopt resolutions creating and
designating the series as a series of preferred stock and
the resolutions will be filed in a certificate of
designations as an amendment to the certificate of
incorporation. The term board of directors includes any
duly authorized committee.

The rights of holders of the preferred stock offered
may be adversely affected by the rights of holders of any
shares of preferred stock that may be issued in the future,
provided that the future issuances are first approved by
the holders of the class(es) of preferred stock adversely
affected. The board of directors may cause shares of
preferred stock to be issued in public or private
transactions for any proper corporate purpose. Examples
of proper corporate purposes include issuances to obtain
additional financing in connection with acquisitions or
otherwise, and issuances to our officers, directors and
employees pursuant to benefit plans or otherwise. Shares
of preferred stock we issue may have the effect of
rendering more difficult or discouraging an acquisition of
us deemed undesirable by our board of directors.

The preferred stock will be, when issued, fully paid
and nonassessable. Holders of preferred stock will not
have any preemptive or subscription rights to acquire
more of our stock.

We will name the transfer agent, registrar, dividend
disbursing agent and redemption agent for shares of each
series of preferred stock in the prospectus supplement
relating to such series.

Our affiliates may resell our preferred stock in
market-marking transactions after its initial issuance. We
discuss these transactions above under Debt Securities
Information in the Prospectus Supplement
Market-Making Transactions.

Rank

Unless otherwise specified for a particular series of
preferred stock in an accompanying prospectus
supplement, each series will rank on an equal basis with
each other series of preferred stock, and prior to the
common stock, as to dividends and distributions of
assets.

Dividends
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Holders of each series of preferred stock will be
entitled to receive cash dividends, when, as and if
declared by our board of directors out of funds legally
available for dividends. The rates and dates of payment
of dividends will be set forth in the prospectus
supplement relating to each series of preferred stock.
Dividends will be payable to holders of record of
preferred stock as they appear on our books or, if
applicable, the records of the depositary referred to
below under Depositary Shares, on the record dates fixed
by the board of directors. Dividends on any series of
preferred stock may be cumulative or noncumulative.

We may not declare, pay or set apart for payment
dividends on the preferred stock unless full dividends on
any other series of preferred stock that ranks on an equal
or senior basis have been paid or sufficient funds have
been set apart for payment for:

all prior dividend periods of the other series of
preferred stock that pay dividends on a cumulative
basis; or

the immediately preceding dividend period of the
other series of preferred stock that pay dividends on a
noncumulative basis.

Partial dividends declared on shares of preferred stock
and any other series of preferred stock ranking on an
equal basis as to dividends will be declared pro rata. A
pro rata declaration means that the ratio of dividends
declared per share to accrued dividends per share will be
the same for both series of preferred stock.

Similarly, we may not declare, pay or set apart for
payment non-stock dividends or make other payments on
the common stock or any other of our stock ranking
junior to the preferred stock until full dividends on the
preferred stock have been paid or set apart for payment
for:

14

Table of Contents

86



Edgar Filing: TRAVELZOO INC - Form DEF 14A

Table of Contents

all prior dividend periods if the preferred stock pays
dividends on a cumulative basis; or

the immediately preceding dividend period if the

preferred stock pays dividends on a noncumulative

basis.
Conversion and Exchange

The prospectus supplement for any series of preferred
stock will state the terms, if any, on which shares of that
series are convertible into or exchangeable for shares of
our common stock.

Redemption

If so specified in the applicable prospectus
supplement, a series of preferred stock may be
redeemable at any time, in whole or in part, at our option
or at the option of the holder thereof and may be
mandatorily redeemed.

Any partial redemptions of preferred stock will be
made in a way that our board of directors decides is
equitable.

Unless we default in the payment of the redemption
price, dividends will cease to accrue after the redemption
date on shares of preferred stock called for redemption
and all rights of holders of such shares will terminate
except for the right to receive the redemption price.
Liquidation Preference

Upon our voluntary or involuntary liquidation,
dissolution or winding up, holders of each series of
preferred stock will be entitled to receive distributions
upon liquidation in the amount set forth in the prospectus
supplement relating to such series of preferred stock,
plus an amount equal to any accrued and unpaid
dividends. Such distributions will be made before any
distribution is made on any securities ranking junior
relating to preferred stock in liquidation, including
common stock.

If the liquidation amounts payable relating to the
preferred stock of any series and any other securities
ranking on a parity regarding liquidation rights are not
paid in full, the holders of the preferred stock of such
series and such other securities will share in any such
distribution of our available assets on a ratable basis in
proportion to the full liquidation preferences. Holders of
such series of preferred stock will not be entitled to any
other amounts from us after they have received their full
liquidation preference.

Voting Rights

The holders of shares of our preferred stock will have

no voting rights, except:
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as otherwise stated in the prospectus supplement;

as otherwise stated in the certificate of designations
establishing such series; and

as required by applicable law.
Depositary Shares
The following briefly summarizes the material
provisions of the deposit agreement and of the depositary
shares and depositary receipts, other than pricing and
related terms disclosed for a particular issuance in an
accompanying prospectus supplement. You should read
the particular terms of any depositary shares and any
depositary receipts that we offer and any deposit
agreement relating to a particular series of preferred
stock which will be described in more detail in a
prospectus supplement. The prospectus supplement will
also state whether any of the generalized provisions
summarized below do not apply to the depositary shares
or depositary receipts being offered. A copy of the form
of deposit agreement, including the form of depositary
receipt, is an exhibit to the registration statement of
which this prospectus forms a part. You can obtain
copies of these documents by following the directions
outlined in Where You Can Find More Information. You
should read the more detailed provisions of the deposit
agreement and the form of depositary receipt for
provisions that may be important to you.
General
15
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We may, at our option, elect to offer fractional shares
of preferred stock, rather than full shares of preferred
stock. In such event, we will issue receipts for depositary
shares, each of which will represent a fraction of a share
of a particular series of preferred stock.

We will deposit the shares of any series of preferred
stock represented by depositary shares under a deposit
agreement between us and a bank or trust company
selected by us having its principal office in the United
States and having a combined capital and surplus of at
least $50,000,000, as preferred stock depositary. Each
owner of a depositary share will be entitled to all the
rights and preferences of the underlying preferred stock,
including dividend, voting, redemption, conversion and
liquidation rights, in proportion to the applicable fraction
of a share of preferred stock represented by such
depositary share.

The depositary shares will be evidenced by depositary
receipts issued pursuant to the deposit agreement.
Depositary receipts will be distributed to those persons
purchasing the fractional shares of preferred stock in
accordance with the terms of the applicable prospectus
supplement.

Our affiliates may resell depositary shares in
market-marking transactions after their initial issuance.
We discuss these transactions above under Debt
Securities Information in the Prospectus Supplement
Market-Making Transactions.

Dividends and Other Distributions

The preferred stock depositary will distribute all cash
dividends or other cash distributions received in respect
of the deposited preferred stock to the record holders of
depositary shares relating to such preferred stock in
proportion to the number of such depositary shares
owned by such holders.

The preferred stock depositary will distribute any
property other than cash received by it in respect of the
preferred stock to the record holders of depositary shares
entitled thereto. If the preferred stock depositary
determines that it is not feasible to make such
distribution, it may, with our approval, sell such property
and distribute the net proceeds from such sale to such
holders.

Redemption of Preferred Stock

If a series of preferred stock represented by depositary
shares is to be redeemed, the depositary shares will be
redeemed from the proceeds received by the preferred
stock depositary resulting from the redemption, in whole
or in part, of such series of preferred stock. The
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depositary shares will be redeemed by the preferred
stock depositary at a price per depositary share equal to
the applicable fraction of the redemption price per share
payable in respect of the shares of preferred stock so
redeemed.

Whenever we redeem shares of preferred stock held
by the preferred stock depositary, the preferred stock
depositary will redeem as of the same date the number of
depositary shares representing shares of preferred stock
so redeemed. If fewer than all the depositary shares are
to be redeemed, the depositary shares to be redeemed
will be selected by the preferred stock depositary by lot
or ratably or by any other equitable method as the
preferred stock depositary may decide.

Voting Deposited Preferred Stock

Upon receipt of notice of any meeting at which the
holders of any series of deposited preferred stock are
entitled to vote, the preferred stock depositary will mail
the information contained in such notice of meeting to
the record holders of the depositary shares relating to
such series of preferred stock. Each record holder of such
depositary shares on the record date will be entitled to
instruct the preferred stock depositary to vote the amount
of the preferred stock represented by such holder s
depositary shares. The preferred stock depositary will try
to vote the amount of such series of preferred stock
represented by such depositary shares in accordance with
such instructions.

We will agree to take all actions that the preferred
stock depositary determines as necessary to enable the
preferred stock depositary to vote as instructed. The
preferred stock depositary will abstain from voting
shares of any series of preferred stock held by it for
which it does not receive specific instructions from the
holders of depositary shares representing such shares.
Amendment and Termination of the Deposit
Agreement

The form of depositary receipt evidencing the
depositary shares and any provision of the deposit
agreement may at any time be amended by agreement
between us and the preferred stock depositary. However,
any amendment that materially and adversely alters any
existing right of the holders of depositary shares will not
be effective unless such amendment has been approved
by the

16
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holders of at least a majority of such depositary shares
then outstanding. Every holder of an outstanding
depositary receipt at the time any such amendment
becomes effective shall be deemed, by continuing to hold
such depositary receipt, to consent and agree to such
amendment and to be bound by the deposit agreement,
which has been amended thereby. The deposit agreement
may be terminated only if:

all outstanding depositary shares have been

redeemed; or

a final distribution in respect of the preferred stock

has been made to the holders of depositary shares in

connection with our liquidation, dissolution or

winding up.
Charges of Preferred Stock Depositary; Taxes and
Other Governmental Charges

We will pay all transfer and other taxes and
governmental charges arising solely from the existence
of the depositary arrangements. We also will pay charges
of the depositary in connection with the initial deposit of
preferred stock and any redemption of preferred stock.
Holders of depositary receipts will pay other transfer and
other taxes and governmental charges and such other
charges, including a fee for the withdrawal of shares of
preferred stock upon surrender of depositary receipts, as
are expressly provided in the deposit agreement to be for
their accounts.
Resignation and Removal of Depositary

The preferred stock depositary may resign at any time
by delivering to us notice of its intent to do so, and we
may at any time remove the preferred stock depositary,
any such resignation or removal to take effect upon the
appointment of a successor preferred stock depositary
and its acceptance of such appointment. Such successor
preferred stock depositary must be appointed within
60 days after delivery of the notice of resignation or
removal and must be a bank or trust company having its
principal office in the United States and having a
combined capital and surplus of at least $50,000,000.
Miscellaneous

The preferred stock depositary will forward all reports
and communications from us which are delivered to the
preferred stock depositary and which we are required to
furnish to the holders of the deposited preferred stock.

Neither we nor the preferred stock depositary will be
liable if either is prevented or delayed by law or any
circumstances beyond its control in performing its
obligations under the deposit agreement. Our obligations
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and those of the preferred stock depositary under the
deposit agreement will be limited to performance in good
faith of their duties thereunder and they will not be
obligated to prosecute or defend any legal proceeding in
respect of any depositary shares, depositary receipts or
shares of preferred stock unless satisfactory indemnity is
furnished. We and the preferred stock depositary may
rely upon written advice of counsel or accountants, or
upon information provided by holders of depositary
receipts or other persons believed to be competent and on
documents believed to be genuine.
Purchase Contracts

We may issue purchase contracts for the purchase or
sale of:

debt or equity securities issued by us or securities of

third parties, a basket of such securities, an index or

indices of such securities or any combination of the

foregoing as specified in the applicable prospectus

supplement;

currencies; or

commodities.

Each purchase contract will entitle the holder thereof
to purchase or sell, and obligate us to sell or purchase, on
specified dates, such securities, currencies or
commodities at a specified purchase price, which may be
based on a formula, all as set forth in the applicable
prospectus supplement. We may, however, satisfy our
obligations, if any, with respect to any purchase contract
by delivering the cash value of such purchase contract or
the cash value of the property otherwise deliverable or,
in the case of purchase contracts on underlying
currencies, by delivering the underlying currencies, as set
forth in the applicable prospectus supplement. The
applicable prospectus supplement will also specify the
methods by which the holders may purchase or sell such
securities, currencies or commodities and any
acceleration, cancellation or termination provisions or
other provisions relating to the settlement of a purchase
contract.

17
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The purchase contracts may require us to make
periodic payments to the holders thereof or vice versa,
which payments may be deferred to the extent set forth
in the applicable prospectus supplement, and those
payments may be unsecured or prefunded on some basis.
The purchase contracts may require the holders thereof
to secure their obligations in a specified manner to be
described in the applicable prospectus supplement.
Alternatively, purchase contracts may require holders to
satisfy their obligations thereunder when the purchase
contracts are issued. Our obligation to settle such
pre-paid purchase contracts on the relevant settlement
date may constitute indebtedness. Accordingly, pre-paid
purchase contracts will be issued under either the senior
indenture or the subordinated indenture.

Units

As specified in the applicable prospectus supplement,
we may issue units consisting of one or more purchase
contracts, warrants, debt securities, depositary shares,
preferred shares, common shares or any combination of
such securities. The applicable prospectus supplement
will describe:

the terms of the units and of the purchase contracts,

warrants, debt securities, depositary shares, preferred
shares and common shares comprising the units,
including whether and under what circumstances the
securities comprising the units may be traded
separately;

a description of the terms of any unit agreement
governing the units; and

a description of the provisions for the payment,
settlement, transfer or exchange or the units.
Common Stock

Our authorized capital stock includes 500 million
shares of common stock, 171,081,538 of which were
issued and outstanding as of May 1, 2009. The following
briefly summarizes the material terms of our common
stock. You should read the more detailed provisions of
our certificate of incorporation and by-laws for
provisions that may be important to you. You can obtain
copies of these documents by following the directions
outlined in Where You Can Find More Information.
General

Each holder of common stock is entitled to one vote
per share for the election of directors and for all other
matters to be voted on by stockholders. Except as
otherwise provided by law, the holders of common stock
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vote as one class together with holders of our preferred
stock (if they have voting rights). Holders of common
stock may not cumulate their votes in the election of
directors, and are entitled to share equally in the
dividends that may be declared by the board of directors,
but only after payment of dividends required to be paid
on outstanding shares of preferred stock.

Upon our voluntary or involuntary liquidation,
dissolution or winding up, holders of common stock
share ratably in the assets remaining after payments to
creditors and provision for the preference of any
preferred stock. There are no preemptive or other
subscription rights, conversion rights or redemption or
scheduled installment payment provisions relating to
shares of our common stock. All of the outstanding
shares of our common stock are fully paid and
nonassessable. The transfer agent and registrar for the
common stock is American Stock Transfer. The common
stock is listed on the New York Stock Exchange under
the symbol JEF.

Our affiliates may resell our common stock after its
initial issuance in market-making transactions. We
discuss these transactions above under Debt Securities
Information in the Prospectus Supplement
Market-Making Transactions.

Delaware Law, Certificate of Incorporation and
By-Law Provisions that May Have an Antitakeover
Effect

The following discussion concerns certain provisions
of Delaware law and our certificate of incorporation and
by-laws that may delay, deter or prevent a tender offer or
takeover attempt that a stockholder might consider to be
in its best interest, including offers or attempts that might
result in a premium being paid over the market price for
its shares.

Delaware Law. We are subject to the provisions of
Section 203 of the Delaware General Corporation Law.
In general, Section 203 prohibits a publicly held
Delaware corporation from engaging in a business
combination with an interested stockholder
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for a period of three years after the date of the transaction
in which the person became an interested stockholder,
unless:
prior to the business combination the corporation s
board of directors approved either the business
combination or the transaction which resulted in the
stockholder becoming an interested stockholder; or

upon consummation of the transaction which resulted
in the stockholder becoming an interested
stockholder, the stockholder owned at least 85% of
the outstanding voting stock of the corporation at the
time the transaction commenced, excluding for the
purpose of determining the number of shares
outstanding those shares owned by the corporation s
officers and directors and by employee stock plans in
which employee participants do not have the right to
determine confidentially whether shares held subject
to the plan will be tendered in a tender or exchange
offer; or

at or subsequent to the time the business combination
is approved by the corporation s board of directors
and authorized at an annual or special meeting of its
stockholders, and not by written consent, by the
affirmative vote of at least 66 2/3% of its outstanding
voting stock which is not owned by the interested
stockholder.

A business combination includes mergers, asset sales
or other transactions resulting in a financial benefit to the
stockholder. An interested stockholder is a person who,
together with affiliates and associates, owns (or within
three years did own) 15% or more of the corporation s
voting stock.

Certificate of Incorporation and By-Laws. Our
by-laws provide that special meetings of stockholders
may be called by our Secretary only at the request of a
majority of our board of directors or by any person
authorized by the board of directors to call a special
meeting. Written notice of a special meeting stating the
place, date and hour of the meeting and the purposes for
which the meeting is called must be given between 10
and 60 days before the date of the meeting, and only
business specified in the notice may come before the
meeting. In addition, our by-laws provide that directors
be elected by a plurality of votes cast at an annual
meeting and does not include a provision for cumulative
voting for directors. Under cumulative voting, a minority
stockholder holding a sufficient percentage of a class of
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shares may be able to ensure the election of one or more
directors.
Form, Exchange and Transfer

We will issue securities only in registered form; no
securities will be issued in bearer form. We will issue
each security other than common stock in book-entry
form only, unless otherwise specified in the applicable
prospectus supplement. We will issue common stock in
both certificated and book-entry form, unless otherwise
specified in the applicable prospectus supplement.
Securities in book-entry form will be represented by a
global security registered in the name of a depositary,
which will be the holder of all the securities represented
by the global security. Those who own beneficial
interests in a global security will do so through
participants in the depositary s system, and the rights of
these indirect owners will be governed solely by the
applicable procedures of the depositary and its
participants. Only the depositary will be entitled to
transfer or exchange a security in global form, since it
will be the sole holder of the security. These book-entry
securities are described below under Book-Entry
Procedures and Settlement.

If any securities are issued in non-global form or
cease to be book-entry securities (in the circumstances
described in the next section), the following will apply to
them:

The securities will be issued in fully registered form

in denominations stated in the prospectus
supplement. You may exchange securities for
securities of the same series in smaller denominations
or combined into fewer securities of the same series
of larger denominations, as long as the total amount
is not changed.

You may exchange, transfer, present for payment or
exercise securities at the office of the relevant trustee
or agent indicated in the prospectus supplement. You
may also replace lost, stolen, destroyed or mutilated
securities at that office. We may appoint another
entity to perform these functions or may perform
them itself.

You will not be required to pay a service charge to
transfer or exchange their securities, but they may be
required to pay any tax or other governmental charge
associated with the transfer or exchange. The transfer
or exchange, and any replacement, will be made only
if our transfer agent is satisfied with your proof of
legal ownership. The transfer agent may also require
an indemnity before replacing any securities.
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If we have the right to redeem, accelerate or settle
any securities before their maturity or expiration, and
we exercise that right as to less than all those
securities, we may block the transfer or exchange of
those securities during the period beginning 15 days
before the day we mail the notice of exercise and
ending on the day of that mailing, in order to freeze
19
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the list of holders to prepare the mailing. We may
also refuse to register transfers of or exchange any
security selected for early settlement, except that we
will continue to permit transfers and exchanges of the
unsettled portion of any security being partially
settled.

If fewer than all of the securities represented by a
certificate that are payable or exercisable in part are
presented for payment or exercise, a new certificate
will be issued for the remaining amount of securities.
Book-Entry Procedures And Settlement

Most offered securities will be book-entry
(global) securities. Upon issuance, all book-entry
securities will be represented by one or more fully
registered global securities, without coupons. Each
global security will be deposited with, or on behalf of,
The Depository Trust Company or DTC, a securities
depository, and will be registered in the name of DTC or
a nominee of DTC. DTC will thus be the only registered
holder of these securities.

Purchasers of securities may only hold interests in the
global notes through DTC if they are participants in the
DTC system. Purchasers may also hold interests through
a securities intermediary  banks, brokerage houses and
other institutions that maintain securities accounts for

customers that has an account with DTC or its nominee.

DTC will maintain accounts showing the security
holdings of its participants, and these participants will in
turn maintain accounts showing the security holdings of
their customers. Some of these customers may
themselves be securities intermediaries holding securities
for their customers. Thus, each beneficial owner of a
book-entry security will hold that security indirectly
through a hierarchy of intermediaries, with DTC at the
top and the beneficial owner s own securities
intermediary at the bottom.

The securities of each beneficial owner of a
book-entry security will be evidenced solely by entries
on the books of the beneficial owner s securities
intermediary. The actual purchaser of the securities will
generally not be entitled to have the securities
represented by the global securities registered in its name
and will not be considered the owner under the
declaration. In most cases, a beneficial owner will also
not be able to obtain a paper certificate evidencing the
holder s ownership of securities. The book-entry system
for holding securities eliminates the need for physical
movement of certificates and is the system through
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which most publicly traded common stock is held in the
United States. However, the laws of some jurisdictions
require some purchasers of securities to take physical
delivery of their securities in definitive form. These laws
may impair the ability to transfer book-entry securities.
A beneficial owner of book-entry securities
represented by a global security may exchange the
securities for definitive (paper) securities only if:
DTC is unwilling or unable to continue as depositary
for such global security and we do not appoint a
qualified replacement for DTC within 90 days; or

we in our sole discretion decide to allow some or all
book-entry securities to be exchangeable for
definitive securities in registered form.

Unless we indicate otherwise, any global security that
is exchangeable will be exchangeable in whole for
definitive securities in registered form, with the same
terms and of an equal aggregate principal amount.
Definitive securities will be registered in the name or
names of the person or persons specified by DTC in a
written instruction to the registrar of the securities. DTC
may base its written instruction upon directions that it
receives from its participants.

In this prospectus, for book-entry securities,
references to actions taken by security holders will mean
actions taken by DTC upon instructions from its
participants, and references to payments and notices of
redemption to security holders will mean payments and
notices of redemption to DTC as the registered holder of
the securities for distribution to participants in
accordance with DTC s procedures.

DTC is a limited purpose trust company organized
under the laws of the State of New York, a member of
the Federal Reserve System, a clearing corporation
within the meaning of the New York Uniform
Commercial Code and a clearing agency registered under
section 17A of the Securities Exchange Act of 1934. The
rules applicable to DTC and its participants are on file
with the SEC.

We will not have any responsibility or liability for
any aspect of the records relating to, or payments made
on account of, beneficial ownership interest in the
book-entry securities or for maintaining, supervising or
reviewing any records relating to the beneficial
ownership interests.
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Clearstream and Euroclear

Links have been established among DTC,
Clearstream Banking, societe anonyme, Luxembourg
(Clearstream Banking SA) and Euroclear (two
international clearing systems that perform functions
similar to those that DTC performs in the U.S.), to
facilitate the initial issuance of book-entry securities and
cross-market transfers of book-entry securities associated
with secondary market trading.

Although DTC, Clearstream Banking SA and
Euroclear have agreed to the procedures provided below
in order to facilitate transfers, they are under no
obligation to perform such procedures, and the
procedures may be modified or discontinued at any time.

Clearstream Banking SA and Euroclear will record
the ownership interests of their participants in much the
same way as DTC, and DTC will record the aggregate
ownership of each of the U.S. agents of Clearstream
Banking SA and Euroclear, as participants in DTC.

When book-entry securities are to be transferred from
the account of a DTC participant to the account of a
Clearstream Banking SA participant or a Euroclear
participant, the purchaser must send instructions to
Clearstream Banking SA or Euroclear through a
participant at least one business day prior to settlement.
Clearstream Banking SA or Euroclear, as the case may
be, will instruct its U.S. agent to receive book-entry
securities against payment. After settlement, Clearstream
Banking SA or Euroclear will credit its participant s
account. Credit for the book-entry securities will appear
on the next day (European time).

Because settlement is taking place during New York
business hours, DTC participants can employ their usual
procedures for sending book-entry securities to the
relevant U.S. agent acting for the benefit of Clearstream
Banking SA or Euroclear participants. The sale proceeds
will be available to the DTC seller on the settlement date.
Thus, to the DTC participant, a cross-market transaction
will settle no differently than a trade between two DTC
participants.

When a Clearstream Banking SA or Euroclear
participant wishes to transfer book-entry securities to a
DTC participant, the seller must send instructions to
Clearstream Banking SA or Euroclear through a
participant at least one business day prior to settlement.
In these cases, Clearstream Banking SA or Euroclear will
instruct its U.S. agent to transfer the book-entry
securities against payment. The payment will then be
reflected in the account of the Clearstream Banking SA
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or Euroclear participant the following day, with the
proceeds back-valued to the value date (which would be
the preceding day, when settlement occurs in New
York). If settlement is not completed on the intended
value date (i.e., the trade fails), proceeds credited to the
Clearstream Banking SA or Euroclear participant s
account would instead be valued as of the actual
settlement date.
Ratio of Earnings to Fixed Charges

Our consolidated ratios of earnings to fixed charges
and ratio of earnings to combined fixed charges and
preferred stock dividends for each of the fiscal years in
the five year period ended December 31, 2008 and for
the three month period ended March 31, 2009 are as
follows:

Three
Months
Year Ended December 31, Ended
March
2008 31,
(3) 2007 2006 2005 2004 2009
Ratio of
Earnings to
Fixed
Charges (1) 30 45 55 56 2.5
Ratio of
Earnings to
Combined
Fixed
Charges and
Convertible
Preferred
Stock
Dividends (2) 29 44 55 56 2.4

(1) The ratio of
earnings to
fixed charges is
computed by
dividing
(a) income from
continuing
operations
before income
taxes plus fixed
charges by
(b) fixed
charges. Fixed
charges consist
of interest
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expense on all
long-term
indebtedness
and the portion
of operating
lease rental
expense that is
representative of
the interest
factor (deemed
to be one-third
of operating
lease rentals).

(2) The ratio of
earnings to
combined fixed
charges and
preferred stock
dividends is
computed by
dividing
(a) income from
continuing
operations
before income
taxes plus fixed
charges by the
sum of (b) fixed
charges and
(c) convertible
preferred stock
dividends. Fixed
charges consist
of interest
expense on all
long-term
indebtedness
and the portion
of operating
lease rental
expense that is
representative of
the interest
factor (deemed
to be one-third
of operating
lease rentals).

(3) Earnings for the
year ended
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December 31,
2008 were
insufficient to
cover fixed
charges by
approximately
$746.2 million.
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Use of Proceeds
Unless otherwise set forth in the applicable
prospectus supplement, we intend to use the net proceeds
from the sale of the securities we offer by this prospectus
for general corporate purposes, which may include,
among other things:
additions to working capital;

the redemption or repurchase of outstanding equity
and debt securities;

the repayment of indebtedness; and

the expansions of our business through internal
growth or acquisitions.

We may raise additional funds from time to time
through equity or debt financing, including borrowings
under credit facilities, to finance our business and
operations.

Plan of Distribution

We may offer the securities to or through
underwriters or dealers, by ourselves directly, through
agents, or through a combination of any of these methods
of sale. Any such underwriters, dealers or agents may
include our affiliates. The details of any such offering
will be set forth in the any prospectus supplement
relating to the offering.

Jefferies & Company, Inc., our broker-dealer
subsidiary, is a member of the Financial Industry
Regulatory Authority and may participate in distributions
of the offered securities. Accordingly, offerings of
offered securities in which Jefferies & Company, Inc.
participates will conform to the requirements set forth in
FINRA Rule 2720. Furthermore, any underwriters
offering the offered securities will not confirm sales to
any accounts over which they exercise discretionary
authority without the prior approval of the customer.

In compliance with the guidelines of FINRA, the
maximum commission or discount to be received by any
FINRA member or independent broker dealer may not
exceed 8% of the aggregate principal amount of
securities offered pursuant to this prospectus. We
anticipate, however, that the actual commission or
discount to be received in any particular offering of
securities will be significantly less than this amount.

Market-Making Resales by Affiliates

This prospectus may be used by Jefferies &
Company, Inc. in connection with offers and sales of the
securities in market-making transactions. In a

Table of Contents

104



Edgar Filing: TRAVELZOO INC - Form DEF 14A

market-making transaction, Jefferies & Company, Inc.
may resell a security it acquires from other holders, after
the original offering and sale of the security. Resales of
this kind may occur in the open market or may be
privately negotiated at prevailing market prices at the
time of resale or at related or negotiated prices. In these
transactions, Jefferies & Company, Inc. may act as
principal or agent, including as agent for the counterparty
in a transaction in which Jefferies & Company, Inc. acts
as principal, or as agent for both counterparties in a
transaction in which Jefferies & Company, Inc. does not
act as principal. Jefferies & Company, Inc. may receive
compensation in the form of discounts and commissions,
including from both counterparties in some cases. Other
affiliates of Jefferies Group, Inc. may also engage in
transactions of this kind and may use this prospectus for
this purpose.

Jefferies Group, Inc. does not expect to receive any
proceeds from market-making transactions. Jefferies
Group, Inc. does not expect that Jefferies & Company,
Inc. or any other affiliate that engages in these
transactions will pay any proceeds from its
market-making resales to Jefferies Group, Inc.

Information about the trade and settlement dates, as
well as the purchase price, for a market-making
transaction will be provided to the purchaser in a
separate confirmation of sale.

Unless Jefferies Group, Inc. or an agent informs you
in your confirmation of sale that your security is being
purchased in its original offering and sale, you may
assume that you are purchasing your security in a
market-making transaction.

Certain ERISA Considerations

Jefferies Group, Inc. has certain affiliates that provide
services to many employee benefit plans. Jefferies
Group, Inc. and
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certain of its affiliates may each be considered a party in
interest within the meaning of the Employee Retirement
Income Security Act of 1974 (ERISA), or a disqualified
person under corresponding provisions of the Internal
Revenue Code of 1986 (the Code), relating to many
employee benefit plans. Prohibited transactions within
the meaning of ERISA and the Code may result if any
offered securities are acquired by or with the assets of a
pension or other employee benefit plan relating to which
Jefferies Group, Inc. or any of its affiliates is a service
provider, unless those securities are acquired under an
exemption for transactions effected on behalf of that plan
by a qualified professional asset manager or an in-house
asset manager or under any other available exemption.
Additional special considerations may arise in
connection with the acquisition of capital securities by or
with the assets of a pension or other employee benefit
plan. The assets of a pension or other employee benefit
plan may include assets held in the general account of an
insurance company that are deemed to be plan assets
under ERISA. Any employee benefit plan or other entity
subject to such provisions of ERISA or the Code
proposing to acquire the offered securities should consult
with its legal counsel.

Legal Matters

Morgan, Lewis & Bockius LLP, New York, New
York has rendered an opinion to us regarding the validity
of the securities to be offered by the prospectus. Any
underwriters will also be advised about the validity of the
securities and other legal matters by their own counsel,
which will be named in the prospectus supplement.

Experts

The consolidated financial statements of Jefferies
Group, Inc. as of December 31, 2008 and 2007, and for
each of the years in the three-year period ended
December 31, 2008, and management s assessment of the
effectiveness of internal control over financial reporting
as of December 31, 2008, have been incorporated by
reference herein and in the registration statement in
reliance upon the reports of KPMG LLP, independent
registered public accounting firm, incorporated by
reference herein, and upon the authority of said firm as
experts in accounting and auditing.

Our report on the consolidated financial statements
refers to the Company s adoption of Statement of
Financial Accounting Standards No. 160,

Non-controlling Interests in Consolidated Financial
Statements an amendment of Accounting Research
Bulletin No. 51 , and FSP EITF 03-06-1, Determining
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Whether Instruments Granted in Share-Based Payment
Transactions are Participating Securities .
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PART II
Information Not Required in Prospectus
Item 14. Other Expenses of Issuance and Distribution
The following is a statement of the expenses (all of
which are estimated) to be incurred by Jefferies Group,
Inc. in connection with a distribution of the securities
registered under this registration statement:

Amount
to be paid
SEC registration fee $ *
FINRA fees 75,500+
Legal fees and expenses 25,000#
Accounting fees and expenses 20,000#
Printing fees 75,0004
Trustee s fees and expenses 60,000#
Miscellaneous 9,500#
Total $ 265,000#

* Deferred in
reliance upon
Rule 456(b) and
457(r)

+ Assumes
maximum fee
payable under
FINRA rules
and regulations

# Estimated
Item 15. Indemnification of Directors and Olfficers

The Amended and Restated Certificate of
Incorporation (the Charter ) of Jefferies Group, Inc.

( Jefferies ) and Jefferies By-Laws, as amended to date,
(the By-Laws ) require Jefferies to indemnify its directors
and officers to the fullest extent permitted by Delaware

law. The Charter and By-Laws also provide that Jefferies
may, by action of the Board of Directors, provide
indemnification to any employee or agent of Jefferies to

the same extent as the foregoing indemnification of
directors and officers of Jefferies.

The right to indemnification under the Charter and
By-Laws includes the right to be paid the expenses and
costs incurred in defending a civil, criminal,
administrative, regulatory or investigative action, suit or
proceeding in advance of the final disposition of such
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action, suit or proceeding (subject, in the case of
employees and agents, to authorization by the Board of
Directors) upon receipt of an undertaking in writing by
or on behalf of such person to repay such amount if it
shall ultimately be determined that such person is not
entitled to be indemnified by Jefferies as authorized in
the Charter or By-Laws.

In addition, the officers and directors of Jefferies are
insured under officers and directors liability insurance
policies purchased by Jefferies, as permitted by the
By-Laws. Under the By-Laws, Jefferies has the power to
purchase and maintain insurance on behalf of any person
who is or was a director, officer, employee or agent of
Jefferies, or of another corporation, partnership, limited
liability company, joint venture, trust or other enterprise,
against any liability asserted against such person and
incurred by such person in any capacity whether or not
Jefferies has the power to indemnify such person against
such liability under the provisions of the By-Laws or
applicable law.

Any underwriting agreement or agency agreement
with respect to an offering of securities registered
hereunder will provide for indemnification of Jefferies
and its officers and directors and the Trustees who signed
this registration statement by the underwriters or agents,
as the case may be, against certain liabilities including
liabilities under the Act.

Item 16. Exhibits

The Exhibit Index beginning on page 33 is hereby
incorporated by reference.
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Item 17. Undertakings

The undersigned Registrant hereby undertakes:

To file, during any period in which offers or sales are
being made, a post-effective amendment to this
registration statement:

(i) to include any prospectus required by
Section 10(a)(3) of the Act;

(ii) to reflect in the prospectus any facts or events
arising after the effective date of the registration
statement (or the most recent post-effective amendment
thereof) which, individually or in the aggregate,
represent a fundamental change in the information set
forth in the registration statement. Notwithstanding the
foregoing, any increase or decrease in volume of
securities offered and any deviation from the low or high
end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the
Commission pursuant to Rule 424(b) if, in the aggregate,
the changes in volume and price represent no more than
20 percent change in the maximum aggregate offering
price set forth in the Calculation of Registration Fee table
in the effective registration statement; and

(iii) to include any material information with respect
to the plan of distribution not previously disclosed in the
registration statement or any material change to such
information in the registration statement;
provided, however, that paragraphs (i), (ii) and (iii) do
not apply if the information required to be included in a
post-effective amendment by those paragraphs is
contained in reports filed with or furnished to the
Commission by the Registrant pursuant to Section 13 or
Section 15(d) of the Exchange Act that are incorporated
by reference in the registration statement, or is contained
in a form of prospectus filed pursuant to Rule 424(b) that
is part of the registration statement.

That, for the purpose of determining any liability
under the Act, each such post-effective amendment shall
be deemed to be a new registration statement relating to
the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial
bona fide offering thereof.

To remove from registration by means of a
post-effective amendment any of the securities being
registered which remain unsold at the termination of the
offering.

That, for the purpose of determining liability under
the Act to any purchaser:

(A) Each prospectus filed by a Registrant pursuant to
Rule 424(b)(3) shall be deemed to be part of the
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registration statement as of the date the filed prospectus
was deemed part of and included in the registration
statement; and

(B) Each prospectus required to be filed pursuant to
Rule 424(b)(2), (b)(5) or (b)(7) as part of a registration
statement in reliance on Rule 430B relating to an
offering made pursuant to Rule 415(a)(1)(i), (vii) or
(x) for the purpose of providing the information required
by Section 10(a) of the Securities Act of 1933 shall be
deemed to be part of and included in the registration
statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of
the first contract of sale of securities in the offering
described in the prospectus. As provided in Rule 430B,
for liability purposes of the issuer and any person that is
at that date an underwriter, such date shall be deemed to
be a new effective date of the registration statement
relating to the securities in the registration statement to
which that prospectus relates, and the offering of such
securities at that time shall be deemed to be the initial
bona fide offering thereof. Provided, however, that no
statement made in a registration statement or prospectus
that is part of the registration statement or made in a
document incorporated or deemed incorporated by
reference into the registration statement or prospectus
that is part of the registration statement will, as to a
purchaser with a time of contract of sale prior to such
effective date, supersede or modify any statement that
was made in the registration statement or prospectus that
was part of the registration statement or made in any
such document immediately prior to such effective date.

That, for the purpose of determining liability of a
Registrant under the Act to any purchaser in the initial
distribution of the securities, the undersigned Registrant
undertakes that in a primary offering of securities of the
undersigned Registrant pursuant to this registration
statement, regardless of the underwriting method used to
sell the securities to the purchaser, if the securities are
offered or sold to such purchaser by means of any of the
following communications, the undersigned Registrant
will be a seller to the purchaser and will be considered to
offer or sell such securities to such purchaser:
25
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(i) Any preliminary prospectus or prospectus of an
undersigned Registrant relating to the offering required
to be filed pursuant to Rule 424;

(i1) Any free writing prospectus relating to the
offering prepared by or on behalf of an undersigned
Registrant or used or referred to by an undersigned
Registrant;

(iii) The portion of any other free writing prospectus
relating to the offering containing material information
about an undersigned Registrant or its securities provided
by or on behalf of an undersigned Registrant; and

(iv) Any other communication that is an offer in the
offering made by an undersigned Registrant to the
purchaser.

That, for purposes of determining any liability
under the Act, each filing of Registrant s annual report
pursuant to Section 13(a) or 15(d) of the Exchange Act
(and, where applicable, each filing of an employee
benefit plan s annual report pursuant to Section 15(d) of
the Exchange Act) that is incorporated by reference in
the registration statement shall be deemed to be a new
registration statement relating to the securities offered
therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering
thereof.

Insofar as indemnification for liabilities arising
under the Act may be permitted to directors, officers and
controlling persons of the Registrant pursuant to the
foregoing provisions, or otherwise, the Registrant has
been advised that in the opinion of the SEC such
indemnification is against public policy as expressed in
the Act and is, therefore, unenforceable. In the event that
a claim for indemnification against such liabilities (other
than the payment by a Registrant of expenses incurred or
paid by a director, officer or controlling person of a
Registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or
controlling person in connection with the securities being
registered, that Registrant will, unless in the opinion of
its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction
the question whether such indemnification by it is
against public policy as expressed in the Act and will be
governed by the final adjudication of such issue.
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