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Dear Shareholders,

As we move into 2011, it is good to take the opportunity to address our annual performance and the progress we have made in
key areas of our business. 2010 was a solid year for Orbitz Worldwide. Gross bookings increased by 14 percent to more than
$11 billion; room night growth grew by eight percent compared with four percent in the prior year; and Adjusted EBITDA
increased six percent to $152.5 million.

We were particularly pleased with the performance of our ebookers business in Europe and our U.S. distribution business, in
both of which hotel room nights grew by 50% or more. ebookers also delivered meaningful market share gains in air during the
year. Our U.S. distribution business entered into a number of new partnerships in 2010 and has a strong pipeline for 2011.

We continue to strengthen our senior management team. In 2010 Jeremy Bellinghausen joined as President of HotelClub; Chris
Orton joined as Chief Marketing Officer; and we promoted Roger Liew, one of the original Orbitz technologists who left in 2004
and then rejoined us in 2009, to the role of Chief Technology Officer. More recently, in January 2011 Russ Hammer joined as
Chief Financial Officer.

We continue to make significant progress in the area of technology. We completed the migration of our ebookers sites to the
global platform in December 2008, and we attribute much of the strong ebookers performance in 2010 to the benefits afforded by
the global platform. In 2010 we completed the migration of our U.S. hotel path to our global platform, and over the course of
2011, we expect to migrate our HotelClub brands to the global platform and to begin the migration of our remaining U.S. points
of sale. This migration will enable us to operate our global portfolio of websites more efficiently, increasing the speed with
which we are able to deliver innovation to customers.

Mobile has been and will continue to be a key area of focus for us. In 2010 we introduced industry-leading mobile capabilities
for Orbitz and ebookers. For Orbitz, we launched native applications for iPhone® and Android™; for ebookers, we launched a
mobile website (m.ebookers.com) built on the global platform. Both allow consumers to book a broad range of air, hotel and car
options using their mobile devices. We are excited about the potential for mobile and will continue to invest in new mobile
capabilities in 2011.

On the supply side of our marketplace, our consumer and supplier value proposition is strong. We have relationships with tens of
thousands of suppliers worldwide, and we have millions of consumers visiting our websites every month. In 2010 we delivered
over $11 billion of consumer demand to our supplier partners. We offer our suppliers a broad array of capabilities with which to
efficiently and effectively merchandise their products and services.

In 2011 Orbitz will celebrate its tenth anniversary. We have come a long way in those ten years, but looking forward it is clear
that there is still so much more to be done to dramatically improve the way consumers search for and book travel. We are
energized by the opportunity to play a leading role in this ongoing transformation.

Ours is a competitive and dynamic industry that has both its opportunities and challenges. In 2010 we made good progress
against critical strategic initiatives while delivering solid financial performance. We have a great team and a compelling strategy.
Thank you for your continued support and confidence. I look forward to updating you on our progress throughout 2011.

Sincerely,

Bane, P i

Barney Harford
CEO

April 19, 2011

EBITDA and Adjusted EBITDA are non-GAAP financial measures as defined by the SEC. EBITDA., a performance measure used by management. is defined as net income or
net loss plus: net interest expense, provision for income taxes and depreciation and amortization. Adjusted EBITDA represents EBITDA, as adjusted to eliminate the effect of
certain non-cash items, such as goodwill and intangible asset impairment charges and stock-based compensation expense, and other unusual or non-recurring items, all of
which vary widely from company to company and may impact comparability. A reconciliation of net income (loss) to EBITDA and EBITDA to Adjusted EBITDA is
contained in our full year 2010 earnings press release dated February 16, 2011. a copy of which is available on our Investor Relations website (htp.//www.orbitz-ir.com) under
the heading “News Releases.”

This letter contains forward-looking statements that are subject to risks, uncertainties and other factors (including the factors that are described in the section entitled“Risk
Factors™ in our Annual Report on Form 10-K for the fiscal year ended December 31, 2010) that may cause our actual results, performance or achievements to be materially
different than the results, performance or achievements expressed or implied by the forward-looking statements. We undertake no obligation to publicly revise any forward-
looking statement to reflect circumstances or events after the date hereof.
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Forward-Looking Statements

This Annual Report on Form 10-K and its exhibits contain forward-looking statements that are subject to
risks, uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different than the results, performance or achievements expressed or implied by the forward-looking
statements. Forward-looking statements include statements about our expectations, beliefs, plans, objectives,
intentions, assumptions and other statements that are not historical facts: Forward-looking statements can
generally be identified by phrases such as “believes,” “expects,” “potential,” “continues,” “may,” “should,”
“seeks,” “predicts,” “anticipates,” “intends,” “projects,” “estimates,” “plans,” “could,” “designed,” “should be”
and other similar expressions that denote expectations of future or conditional events rather than statements of
fact. Forward-looking statements also may relate to our operations, financial results, financial condition,
business prospects, growth strategy and liquidity. Our actual results could differ materially from those
anticipated in forward-looking statements for many reasons, including the factors described in Item 1A, “Risk
Factors,” and in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” in this Annual Report on Form 10-K. Accordingly, you should not unduly rely on these forward-
looking statements. We undertake no obhgatlon to update any forward- looking statements in this Annual
Report on Form 10-K.
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The use of the words, “ us,” “our” and “the Company in this Annual Report on Form 10—K refers to
Orbitz Worldw1de Inc. and 1ts sub51d1ar1es except where the context otherw1se requu'es or indicates.



PART I

Item 1. Busihess
General Descnptlon of Our Busmess

We are a leading global online. travel company that uses mnovauvc technology to’ enable leisure and
business travelers to search for and book a broad range of travel products and services. Our:brand portfolio
includes Orbitz, CheapTickets, The Away Network, and Orbitz for Business in the Americas; ebookers in- .
Europe; and HotelClub and RatesToGo (collectively. referred to as “HotelClub” in this- Annual Report on
Form 10-K) based in Sydney, Australia, which have operations globally. We provide customers with the ability
to book a comprehensive set of travel products and services from suppliers worldwide, including air travel,
hotels, vacation packages, car rentals, cruises, travel insurance and destination services such as ground .-
transportation, event tickets and tours.

History

Orbitz, Inc. (“Orbitz”) was formed in early 2000 by American Airlines, Inc., Continental Airlines; Inc,
Delta Air Lines, Inc., Northwest Airlines, Inc. and United Air Lines, Inc. (the “Founding Airlines”). In;:- - .+ -
November 2004, Orbitz was acquired by Cendant Corporation (“Cendant”), whose online travel distribution -
businesses included the CheapTickets and HotelClub brands. In February 2005, Cendant acquired ebookers
Limited, an international online travel brand which currently has operations in 12 countries. throughout Europe
(“ebookers™).

On August 23, 2006, Travelport Limited (“Travelport”) which cons1sted of. Cendant s travel dlstnbtmon
services businesses, 1nc1ud1ng the businesses that currently comprise Orbitz Worldwide, Inc., was acqmred by
affiliates of The Blackstone Group (“Blackstone”) and Technology Crossover Ventures (“TCV”). We refer to
this acquisition as the “Blackstone Acquisition” in this Annual Report on Form 10-K.

* Orbitz Worldwide, Inc; was 1ncorporated in Delaware on June 18, 2007 and was formed to be the parent
company of the business-to-consuiner travel businesses of Travelport, including Orbitz, ebookers and Travel -
Acquisition Corporation Pty. Ltd. (“HotelClub”) and the related subsidiaries and affiliates of those businesses.
We are the registrant as a result of the completion of the initial public offering (“IPO”) of 34,000,000 shares’
of our common stock on July 25, 2007. Our common stock trades on the New York Stock Exchange (“NYSE”)
under the symbol “OWW.”

At December 31, 2009 and December 31, 2008, there were 83,831,561 and 83,345,437 shares of our’
common stock outstanding, respectively, of which approximately 57% and 58% were beneficially owned by
Travelport and investment funds that own and/or control Travelport’s ultimate parent company,'respectively. :

Brand Portfolio

Our brand portfolio is comprised of Orbitz, CheapTickets, The AAway Network, Orbitz for Business,
ebookers and HotelClub.

Orbitz

Orbitz (www.orbitz.com) is one of the leading onhne travel web51tes in the U.S. Orbltz is a full- scrv1ce
online. travel company that offers customers the ability to book an array of travel products and services from :
numerous suppliers on a stand-alone basis or as part of a dynamic vacation package. These travel products and
services include airline tickets, hotel rooms, car rentals, cruises, travel insurance and destination services.
Dynamic vacation packages are vacation packages that include different combinations of travel products.
Orbitz allows customers to search based on their preferences and then provides a comprehensive display of
travel choices for any given destination. Search results are presented in our easy-to-use Matrix display that
enables customers to select the price and supplier that best meet their travel needs. Orbitz also has an

innovative customer care platform known as. OrbitzTLC, which offers an array of proactive care services to
travelers. :



We have taken significant steps to improve the value proposition for customers who book on Orbitz. We
launched Orbitz Price Assurance™ for airline tickets in 2008 and for hotel stays in 2009. Through Orbitz Price
Assurance™, if the price drops for an airline ticket or hotel stay booked on Orbitz and another customer
subsequently books the same airline ticket or hotel stay on Orbitz for a lower price, we will automatically
send the customer a cash refund for the difference up to $250 for airline tickets and up to $500 for hofel stays.
Additionally, in 2009, we: eliminated booking fees on most flights, significantly. reduced booking fees:on hotels
and removed our hotel change and cancellation fees. We. also introduced Total-Price hotel search results,
making Orbitz the only major online travel company-that shows base rate, taxes and fees, and total price per -
night upfront on the initial search résults page, unprovmg the pnce transparency for consumers searchmg for
hotéls. - v o e }

CheapTickets

Our CheapTickets website (www.cheaptickets.com) is a leading U.S. travel website that focuses on value-
conscious customers. CheapTickets offers customers the ability to book an array of travel products and
services from numerous supphers on a stand-alone basis or as part of a dynamic vacation package, lncludlng
airline tickets, hotel rooms, car rentals, ‘cruises, travel insurance and destination services. CheapTickets also
offers value-oriented promotions such as Cheap of the Week, in which spec1a1 travel offers are updated on a
weekly bas1s to prov1de customers with additional value :

" The Away Network

The Away Network is a series of travel content websites that includes Away.com (Www.away. com), Tnp com
(www.trip.com), GORP. com (WWW. gorp.com), GORPTravel.com (www.gorptravel.com) and Lodgingcom -
(www.lodging.com). The Away Network also hosts, maintains and develops outsideonline.com, pursuantto an
agreement with Mariah Media; Inc., the publishers of Outside magazine. The Away Network provides travel
inspiration, trip ideas, travel planning tools and destination content for travelers seeking information regarding
specific travel interests such as adventure, family or romance trips. Supported by. advertising sales and sponsorships,
The Away Network provides a blend of profess1ona]ly-ed1ted articles, features, micro-sites and consumer—dnven .
reviews. These websites also provide search capabilities for users who want to find travel choices online as well as
contact information for a number of: 1ead1ng tour operators. : :

Orbitz for Business
Orbitz for Business (www.orbitzforbusiness.com) is a full-service global travel management company that
provides online booking and call center support to a broad array of organizations, ranging from small -
businesses to Fortune 500 companies. Orbitz.for Business leverages our technology, customized for corporate
travelers, and provides consolidated reporting, active travel policy management and proactive customer care

tools. In addition to its online booking capabilities, Orbitz for Business also offers integrated expense .
management tools and meeting management services.

ebookers

ebookers (www.ebookers.com) offers customers the ability to book an array of travel products and
services through websites in Austria, Belgium, Denmark, Finland, France, Germany, Ireland, the Netherlands,
Norway, Sweden, Switzerland and the U.K. Customers can book travel products and services on a stand-alone
basis or as part of a dynamic vacation package including ‘airline tickets, hotel rooms, car rentals and travel
1nsurance In add1t10n to the ebookers webs1tes customers may also book travel through our call centers '

cor

HotelClub

HotelClub (www hotelclub com), Accomhne (www.accomline.com) and As1a-hote1s (www. asxahotels com)
are hotel-only websites that offér customers the opportunity to book hotel stays in over 130 countries. Our -
RatesToGo website (www.ratestogo.com) offers customers the opportunity to book hotel stays at last-minute .
discounts up to four weeks in advance. On this website, customers can book hotel stays in over 80 countries.

‘
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HotelClub, ‘Accomline and RatesToGo offer services on their websites in fifteen languages, including
Simplified Chinese, Traditional Chinese, Dutch, English, French, German, Italian, Japanese, Korean, Polish,
Portuguese, Russian, Spanish, Swedish and Thai.

Other Businesses
I:Jr\iva‘te‘ L_.@zbél and Hgsting Businésses ‘

We license our technology and business services to third parties and offer them access to our travel
content through our private label business. Using our technology platform, these partners are able to operate
websites under their own brands. Our private label business helps provide ‘the-travel products that are available
on a wide range of third-party websites, including a number of airline and hotel websites. We earn revenue
from our private label business through revenue shanng arrangements for the travel booked on'these thlrd-
party webs1tes :

We also host and manage websites on. behalf of th]rd parties through our hosting products. As of
December 31, 2009, we managed portions. of Amencan Airlines’ and Northwest Airlines’ websites. We earn
revenue from our hosting business through license. or fee arrangements.

Partner Marketing

Through our partner marketing programs, we generate advertising revenue by providing our partners
access to our customer base through a combination of display advertising, performance-based advertising and
other marketing programs. Travel companies, convention and visitor bureaus, credit card partners, media,
packaged goods and other non-travel advertisers all advertise on our websites.

Merchant and Retail Models
Merchant Model

Our merchant model provides customers the ablllty to book air, hotel car, destlnatlon services
reservations and dynamic vacation packages. Hotel transactions comprise the majority of our merchant
bookings. We generate revenue for-our services based on the difference between the total amount the customer
pays for the travel product and the negotiated net rate plus estimated taxes that.the supplier charges us for that
product. We may, depending upon the brand and the travel product, also charge our customers a service fee -
for booking their travel reservation on our websites. Generally, our net revenue per transaction is. higher under
the merchant model compared with the retail model due to our negotiation of net rates with suppliers.
Customers generally pay us for reservations at the time of booking, which is in advance of their travel: We
pay our suppliers at a later date, which generally ranges from one to sixty days after the customer uses the
reservation. Initially, we record these customer receipts as accrued merchant payables and either deferred
income or net revenue, depending on the travel product. The timing difference between the cash collected
from our customers and payments to our suppliers improves our operating cash.flows and represents a source
of liquidity for us.

We recognize net révenue under the merchant model when we have no further obligations to the
customer. For merchant air transactions, this is at the time of booking. For merchant hotel transactions and
merchant car transactions, net revenue is recognized at the time of check-in or customer pick-up, respectively.
The timing of revenue recognition is different for merchant air travel because ‘our primary service to the
customer is fulfilled at the time of booking. In this model, we do not take on credit risk with the customer,
however we are subject to fraud risk; we have the ability fo deterrmne the price; we are not responsible for the
actual delivery of the flight, hotel room or car rental; we take no 1nventory risk; we have no ability to
determme or change the products or services dehvered and the customer chooses the suppher

When customers- assemble dynamic vacation packages, we may offer the customer the ab111ty to book a
combination of travel products that use both the merchant model and the retail model. Dynamic vacation
packages allow us to make products available to our customers at prices that are generally-lower than booking

‘

6 2



each travel product separately. Our net revenue per transaction is generally higher for dynamic vacation
packages than for travel products booked separately..

Retail Model

Our retail model provides customers the ability to book air, hotel, cruise and car rental reservations. Air
transactions comprise the majority of our retail bookings. Under our retail model, we earn commissions from
suppliers for airline tickets; hotel stays, car rentals. and other travel products.and services booked on our
websites. We generally receive these commissions from suppliers after the customer uses the travel reservation.
We may, depending upon the brand and the travel product, also charge our customers a service fee for booking
their travel reservation on our websites. Generally, our net revenue per transaction is lower under the retail
model compared with the merchant model. However, air reservations booked under the retail model contribute
substantially to our overall gross bookings and net revenue due to the high volume of air reservations-booked
on our websites. We recognize net revenue under the retail model when the reservation is made, secured by a
customer with a credit card and we have no further obligations-to the customer. For air transactions, this is at
the time of booking. For hotel transactions and car transactions, net revenue is récognized at the time of
check-in or customer pick-up, respectively, net of an allowance for cancelled reservations. In the retail model,
we do not take on credit risk with the customer; we are not the primary obligor with the customer; we have no
latitude in determining pricing; we take no inventory risk; we have no ability to determine or.change the
products or services delivered; and the customer chooses the supplier. '

Supplier Relationships and Global Distribution Systems
Supplier Relationships |

We have teams that manage relationships and negotiate agreements with our suppliers. These agreements
generally cover access to the supplier’s travel inventory as well as payment for our services. Our teams cover
air, hotel, car rental, cruise, travel insurance and destination services suppliers. Our teams focus on managmg
relationships, obtammg suppher—sponsored promotions and negotlatmg contracts. :

The global: hotel services team is respon31b1e for negouatmg agreements that prov1de us access. to the
inventory of independent hotels,:chains and hotel management companies. As part of our efforts to drive:
global hotel transaction growth, we have increased the number of hotel market managers on our global hotel
services team, particularly in Asia Pacific and Europe. With this additional staff in place, we have signed a
substantial number of new direct hotel contracts, which prov1de us with hlgher margins, better hotel content
and increased promotlonal opportumtles : :

Global Distributior Systems

Global distribution systems (“GDSs™) provide us access to a comprehensive set of supplier content
through a single source. Suppliers, such as airlines and hotels, utilize GDSs to connect their product and
service offerings with travel providers, who in turn make these products and services available to travelers for
booking. Certain of our businesses utilize GDS services provided by Galileo, Worldspan and Amadeus IT
Group (“Amadeus™). Under our GDS service agreements, we receive revenue .in the form of an incentive
payment for air, car and hotel segments that are processed through a GDS.

' Galileo and Worldspan are subsidiaries of Travelport and we have an agreement with Travelport that
covers the GDS services prov1ded by both Galileo and Worldspan. This agreement contains volume
requirements for the number of segments that we must process through Galileo and Worldspan and requlres us
to make shortfall payments if we do not process the required minimum number of segments for a given year.
As a result, a significant portion of our GDS services are provided by Travelport GDSs. For the year ended
December 31, 2009, we recognized $112 million -of incentive revenue-for segments processed through Galileo -
and Worldspan, which accounted for more than 10%.of our total net revenue.
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Operations and Technology

Systems Infrastructure and Web and Database Servers

We use SAVVIS co-location services in the U.S. to host our systems mfrastructure and web and database
servers for Orbitz, CheapTickets, The Away Network, Orbitz for Business and ebookers. The majority of our
hardware and other equipment is located at the SAVVIS facility. SAVVIS provides data center. management
~ services as well as emergency hands-on support. In addition, we have our own dedicated staff on-site at the
facility. If SAVVIS was unable; for any reason, to support our primary web hosting facility, we have a
secondary: fac111ty through - Verizon Busmess whichis also located in the U.S. :

We use Global Switch services in the UK. to host our systems 1nfrastructure and vveb and databasei
servers for ebookers legacy systems and for HotelClub. The arrangement with Global Switch is similar to the
arrangement described above with SAVVIS. ’

Systems Platform

Our systems platform enables us to deconstruct the segment feeds from our GDS partners for air flight
searches and then reassemble these segments for cost-effective.and flexible multi-feg itineraries. We also have
the ability to connect to and book air travel directly on certain airlines’ internal reservation: systems through
our supplier link technology. Our easy-to-use Matrix display allows customers to simultaneously view these
various travel -options so that they can select the price and supplier that best meet their travel needs. In *
addition, our dynamic packaging technology enables travelers to view multiple combinations of airlines, hotels
and other travel products and allows them to assemble- a customized vacation package that is generally more -
flexible and less expenswe than bookmg each travel product separately.

‘We have technology operatlons teams dedlcated to, ensuring that our websites operate efficiently. These .
teams monitor our websites as well as the perfonnance and availability ;of our third party service providers and
coordmate ‘major releases of new functlonahty on our websites. These teams also developed and implemented
our new technology platform that currently supports our ebookers brand portfolio in Europe. We expect to
begin migrating our domestic brands onto this platform in 2010 ’

Customer Support .

Our customer support platform includes’ OrbltzTLC a proactive customer care service for our travelers.
Our OrbitzTLC team is based in Chicago, Illinois, and monitors Federal Aviation Administration, National
Weather Service and other data to send customers real-time updates on information that may affect their travel
plans. Our customer support platform also includes call centers and customer service centers that utilize
intelligent voice routing and intelligent call management technology to connect customers with the appropriate
center to assist them with their particular needs. We utilize a variety of third party vendors, domesucally and
internationally, to manage these call centers and customer serv1ce centers.

Fraud Preventzon System

We have an 1nternally developed fraud prevent1on system that enables us to- detect fraudulent bookmgs
and reduce the costs associated with fraud detection and prosecution. The system automates many functions
and prioritizes suspicious transactions for review by fraud analysts within our fraud prevention team.

Marketing S : e

-

We utilize a comb1nat10n of online and traditional ofﬂme marketmg Our sales and marketmg efforts B
pnmanly focus on increasing brand awareness and driving visitors to our websites. Our long-term success w1ll _
depend on our ab111ty to continue to increase the overall number of booked transachons ina cost—effectlve
manner.

We use' various forms of online marketmg to drive trafﬁc to our websxtes 1nc1udmg search engme
marketing (“SEM”), display advertising, affiliate programs and email marketing. We also generate traffic and .

¢
/

8



transactions from certain travel research websites and meta-search travel websites. We are actively pursuing
strategies to improve our online marketing efficiency. These strategies include increasing the amount of traffic
coming to our websites through search engine optimization (“SEQ”) and customer relatlonshlp management
(“CRM”) and improving the efficiency of our SEM and travel research spending. We also use traditional
broadcast advertising. to focus on: brand differentiation and to emphasrze distinct features.of-our businesses that
we believe are valuable to our customers.:. =~ | TR I : e

We have a dedicated,marketing team»that focuses on generating leads-and building relationships with
corporate travel managers. Our sales team includes experienced corporate travel managers and is qualified to- .
assist organizations in choosing between the vanety of corporate bookmg products that are offered under our
Orb1tz for Bus1ness brand

Intellectual Property

‘We regard our technology-and other intellectual property, including our brands, as a.critical part of.our
business.. We protect. our mtellectual property rights through a combination of copyright, trademark and patent.
laws and trade secret and confidentiality procedures ‘We. have a number of. trademarks, service marks and
trade names that are registered or for which we have pending registration. apphcatlons or common law nghts
These include Orbitz, Orbitz Matrix, Flex Search, OrbitzTLC, OrbitzZTL.C Mobile Access, the Orbitz. design
and the stylized “0O.”-We have six 1ssued US. patents. Three:of these patents relate to a system and method
for receiving and loading fare and schedule data that allows us to search for air fares. These patents are .~
scheduled to expire on December 11, 2021, April 1, 2022-and November 10, 2024, respectively. The fourth
patent relates to a method of searching for travel products from ‘multiple suppliers and creating vacation
packages. ‘This patent is scheduled to expire on April 18, 2020. The fifth patent relates to a system and method
for gathering-and analyzmg data related to travel conditions and generatmg and sending a message explaining
the travel conditions to ‘one or more travelers. This patent is ‘scheduled to expire on May 10, 2023. The sixth *-
patent relates to a system and method of creating a matnx d1sp1ay having neighborhood categorres ‘with
interactive maps displayed. This patent is scheduled to expire on Jaruary 23, 2026. At Decémber 31; 2009; we
had fourteen pending patent applications in the U.S. Through these patent applications, we are seeking patent-
rights in several areas of our online travel services technology. These areas include technology related to our
process for searching using multiple data providers, our process for.synchronizing. passenger name and record
data, our supplier link and related bookmg technology, our system for searching: for itineraries. based on
ﬂexrble travel dates, our Deal Detector functionality, our system for enabhng a user to book travel via a guest
registration, our system enabhng a traveler to share, 1nformat10n about travel conditions in real-time, and our,
system for replicating data and changes between databases. '

Desplte these efforts and precautlons we cannot be certam that any of these patent apphcatlons will result
in issued patents, or that we will receive any effective protectlon from competition from any trademarks and
issued patents. It may be possible for a third party to copy or otherwise obtain and use our trade secrets or our
intellectual property without authorization. In that case, legal remedies may not adequately compensate us for
the daimages caused by unauthorized use. Further others may 1ndependent1y -and lawfully develop substantlally
similar propertles ) »

From time to time, we may be subject to legal proceedings and claims in the ordinary course of our
business, including claims of alleged infringement by us of the trademarks, copyrights, patents and other
intellectual _property rights of third parties. In addition, we may have to initiate lawsuits in the future to
enforce our 1nte11ectual property rights, protect our trade secrets or to deternune the validity and scope of
proprletary nghts claimed by others. . Any such’ 11t1gat10n regardless of | outcome or merit, could consume a
srgmﬁcant amount of financial resources or management time. It could also invalidate or impair our N i
intellectual rights, or result in significant damages or onerous license terms and restrictions for us. We may
even lose:our right to usecertain iintellectual property or business: processes These outcomes could matenally
harm our business. See Item 3, “Legal Proceedlngs v : ‘ : :



At the time of the IPO, we entered into a Master License Agreement with Travelport, which: gives
Travelport licenses to use certaj_n of our intellectual property going forward, including:

* our suppher link technology;

;. portions. of ebookers .booking, search and dynarmc packagmg technologles,
* certain of our products and onhne bookmg tools for corporate travel;
. portrons of our pnvate label dyna.nuc packagmg technology, and

- e our extranet suppher connect1v1ty functtonahty

The Master Llcense Agreement granted us the right to use a corporate online bookmg product developed
by Travelport. We have entered into a value added reseller license with Travelport for this product.

The Master License Agréement generally includes the right to create derivative works and other
improvements. Other than the unrestricted use of our supplier link technology, Travelport is generally
prohibited from sublicensing these technologies to any third party for competitive use. However, Travelport
and its affiliates are not restricted from using the technologies to compete directly with us.

Informatlon about Segments and Geographlc Areas )

- We operate and manage our-business as'a srngle operating segment. For geographrc related mformatton
see Note 20 — Segment Information of the Notes to Consolrdated Financial Statements.

Industry Conditions -
General

The worldwrde travel 1ndustry is a large and dynannc industry that has been charactenzed by raprd and
s1gn1ﬁcant change The global, economy experienced a prolonged recessmn during 2008 and 2009 that
significantly 1mpacted the overall travel industry. The weakening economy caused unemployment rates to rise
and.lowered consumer confidence which, in turn, has resulted-in changes to consumer spendmg patterns
including reduced spending on discretionary 1tems such as travel ‘ .

While the overall travel market declined in 2009 due to the weakened economy, the decline in the online
travel market has not been as sharp. In an effort to drive demand to their websites, online travel companies
(“OTCs”) signiﬁcantly improved their value propositions for customers during 2009 by eliminating or reducing
booking and certain other fees, which ‘enabled OTCs to better compete w1th supphers for market share.

We compete in various geographrc markets w1th our primary markets berng the United States, Europe
and ‘Asia Pacific. Within the United States, the most mature of the global travel markets, the growth rate of
online travel bookings has slowed due to both the maturity of the market and the weak economy. According: to
PhoCusWright, an-independent travel, tourism and hospitality research firm, the online travel booking.
penetration rate in the United States reached 52% in 2009. We are one of the market leaders within the United
States due to our strength in the air business, which we are leveraging to-gain market share in the global hotel
marketplace. Internationally, the European and Asia Pacific markets are characterized by their high level of
fragmentation, particularly in the hotel industry. Both the European and Asia Pacific markets continue to
benefit from increases in internet usage rates and growing acceptance of online booking, which has partially
offset the negative effects of the weak economy. In Europe, we have historically lacked scale relative to our
competitors. In 2008, we completed the migration of all of our ebookers websites onto our new technology
platform, which we believe will help us increase our scale and improve our competitive position in Europe
over time. Growth in the Asia Pacific. market is one of our primary focuses for 2010, as it represents a region
with significant growth opportunity where our competition is not as entrenched. According to PhoCusWright,
the online travel booking penetration rates for Europe and Asia Pacific were 35% and 20%, respectively for
2009.

‘
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Competition L

The general market for travel produCts and services is intensely competitive. The online travel industry
generally has low barriers of entry and competitors can launch new websites at a relatively low cost. Our
current competitors include online travel companies, traditional offline travel companies, suppliers, travel
research companies, search engines'and meta-search companies.” In addition, we compete internationally with
smaller regional operators. The companie,s_that we compete with include the following:

* Among online travel companies, our maJor competitors primarily include expedla com, hotels.com,
hotwire.com and venere.com, which are owned by Expedia, Inc.; travelocity.com ‘and lastminute:com,
which are owned by Sabre Holdings Corporation; priceline.com, bookings.com and agoda.com, which

- are owned by priceline.com Incorporated; opodo.com, which is owned by Amadeus; rakuten. com
which is owned by Rakuten, Inc and wotif.com and as1awebd1rect com, which are- owned by
Wotif.com Holdings Limited. ' : o

» In the offline travel company category, our largest competitors include companies such as Liberty .
Travel, Inc., American Express Travel Related Services Company, Inc., Themas Cook Group PLC.and ;
TUI Travel PLC. : Co :

* We compete with-suppliers, such as airlines, hotel and rental car companies, many of which have their
own branded websites and toll-free numbers through which they generate business.
» We compete with travel research companies such as TripAdvisor LLC and Travelzoo Inc., tﬁrough -

- which consumers can access content such.as user-generated travel reviews. Travel research compames
also send customers to the websites of suppliers and our direct competitors.

* We compete with search engines including Google, Bing, Yahoo! and AOL and meta-search companies
such as Kayak. Search and meta-search websites are capable of sending customers to the websites of - =
suppliers and our direct competitors.

Suppliers have increasingly focused on distributing their products through their own websites in 11eu of

. using third parties. Suppliers who sell on their own websites offer advantages such as their own bonus m11es :

or loyalty points, which. may make the1r offermgs more attractrve than our offermgs to some consumers

Factors affecting our competrtlve success include price, avallabrhty of travel products ab111ty to package
travel products across multiple suppliers, brand recognition, customer service and customer care, fees charged
to customers, ease of use, accessibility, reliability and innovation.

Seasonalzty

Our busmesses experience seasonal ﬂuctuatmns in the demand for the products and services we offer.
The majority of our customers book leisure travel rather than business travel. Gross bookings for leisure travel
are generally highest in the first half of the year as' customers plan and book their spring and summer. * °
vacations. However, net revenue generated under the merchant model is. generally recognized when:the travel
takes place and typically lags bookings by several weeks or longer. As a result, our cash receipts are generally-
highest in.the first half of the year and our net revenue is- typically highest in the second and third calendar
quarters. Our seasonality .may-also be affected by fluctuations in the travel products our suppliers-make’
available to us for booking,.the growth of our international operations or a change in our product mix. .
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Company Strategy

- Our strategic focus, for 2010 is on driving global hotel transaction growth, supporting our mission to
become one of the three primary hotel platforms globally. Specifically, we think of our activities as they relate
to. hotels .as. falhng into three areas: demand, supply and retarlmg S .

3 Demand

: We- are focused on generatmg demand through both busmess—to—consumer and busmess to- busrness .
channels In 2010, we intend to further increase brand awareness and loyalty such that consumers come
directly to our websites to book their travel. We are also focused on continuing to optimize our search engine
marketing spending to drive consumers to our websites in a cost effective manner. We.are actively pursuing
strategies-t0 increase the amount of traffic coming to our websites through SEO, CRM, our pr1vate label
busmess and our corporate travel busrness Orbitz for Business. : -

Supply

‘We.are focused on working wrth our supphers to provrde customers the, ab111ty to book a broad range.of
hlghly competitive travel products and services on our websites. We are investing in enhanced hotel
connectivity and infrastructure solutions in 2010. We also intend to expand our supply footprmt in markets
where onhne penetranon is low. - : :

Retailing

We are focused on ways to improve our ability to convert website visitors into customers. We plan to
enhance the customer shopping experience on our websites by developing new tools and technologies to help
users research options, improving the quality of the hotel content we make -available (such as editorial
descriptions, photographs and user-generated. reviews) and through the development of systems and technology
that will allow us to use historical data to provide customers ‘with more relevant search results: We also intend
to-build upon our existing telesales capabilities to drive volume for higher margin travel:products. :

Employees _

As of February 24, 2010 ‘we had approxrmately 1 400 full-tlme employees, more than half of whom were
based in the U.S. and the remaining were based primarily in Australia and the U.K. We believe we have a
good relationship with our employees. We outsource some of our technology support, development and
customer service functions to thrrd partres Addmonally, we utilize mdependent contractors to supplement our
workforce ' « : :

Company Website and Public Filings

We maintain a corporate website at corp.orbitz.com. The content of our website is- not incorporated by
reference into' this ‘Annual Report on Form 10-K or other reports we file with or furnish to the Securities and
Exchange Commission (“SEC”) Our filings with the SEC-are provrded to the public on .our Investor Relations
website, free of charge, as soon-as reasonably practrcable after they-are electrotically filed with, or furnished
to, the SEC. Other information regarding our corporate governance, such as our code of conduct, governance
guldehnes and charters for our board committees, is also available on our Investor Relatlons website
(www.orbitz-ir.com). In addition, the SEC maintains an Internet website that contains reports, proxy and
mformatlon statements, and other 1nformat10n regardmg issuers, mcludrng us, that f11e electronrcally wrth the
SEC at www sec. gov '

‘ -

We also use our Investor Relations website (www. orbztz -ir. com) to make information- avarlable to our
investors and the public. Investors and other 1nterested persons can. sign up ‘to receive ema11 alerts whenever
we post new information .to the website. : . : . oo

‘
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Executive Officers of the Registrant

Barney Harford, age 38, is-our President and Chief Executive Officer and also serves as a director and as
a‘member of the exécutive committee of our board of directors. Prior to joining the Company in January 2009,
Mr. Harford served in a variety of roles at Expedia, Inc. from 1999 t0"2006. From 2004 to 2006, he'served ‘as °
President of Expedia Asia Pacific. Prior to 2004, Mr. Harford served as Senior Vice President of Air, Car &
Private Label and led Expedia’s corporate development, strategic planning and investor relations functions. He
joined Expedia in 1999 as a product planner. Mr. Harford currently serves on the board of directors of
GlobalEnglish Corporation; LiquidPlanner, Inc. and Orange Hotel Group. He holds an-M.B A from INSEAD
and a Master of Arts degree in Natural Sciences from Clare College Cambndge Umversrty & :

Marsha C. W'llzams age 58 serves as Semor Vice President, Chref Financial Officer, having served in
that capacity since July 2007. From August 2002 to February 2007, Ms. Williams' served as Executive Vice:
President and Chief Financial Officer of Equity Office Properties Trust, the nation’s largest owner and operator
of office buildings. From May 1998 to August 2002, Ms. Williams was the Chief Administrative Officer of
Crate and Barrel. Ms. Williams served as Vice President of Amoco Corporation from December 1997 until
April 1998 and Treasurer of Amoco Corporation from October 1993 until April 1998, as well as in other
capacities and positions from November-1989 until October 1993.:From 1988 to 1989, Ms. Williams ‘was' Vice
President and Treasurer of Carson Pirie Scott & Co:, and from 1973 -to 1988, Ms: Williams served .in various. |
positions -with First National Bank of Chicago, including Vice President and Head, Retailing Companies
Division. Ms. Williams currently serves on the board of directors of Chicago Bridge & Iron Company, Modine
Manufacturing Company, The Davis Funds and Fifth Third Bancorp. Ms. Williams previously served on the
board of directors of the Selected Funds. Ms. Williams earned an M.B.A. from the University of Chicago
Graduate School of Busrness and a Bachelor of Arts degree from Wellesley College

Mlchael J. Nelson age 43 serves as Pre31dent Partner Services Group, respon51b1e for partner services -
and customer operations. on a: global basis since July 2009. Prior to his.current role, Mr. Nelson served as our -
Chief Operating Officer, and prior to.becoming Chief Operating Officer in 2007, Mr. Nelson had been .
responsible for managing our international operations, which at the time included ebookers; Flairview (now
known as HotelClub) and Travelbag, an offline travel subsidiary. Mr. Nelson joined the. Company in 2001, and
his diverse operating experience within the Company includes supplier relations, revenue management, finance,
product management and project management. Prior to joining the Company, Mr. Nelson spent 10 years in _
finance and marketing at: Deluxe Corporation from 1998 to 2001, Diageo/Pillsbury from 1993 to 1998 and
Arthur Andersen from 1989 to 1992. Mr. Nelson has an M.B.A. from the. University. of Minnesota and a
Bachelor of Science degree in Accountmg from the Umversrty of anesota

FrankA Petzto, age 42 has served as Presrdent Orbrtz for Busmess smce June 2009 Mr Pento Jomed
the Company in 2002 and previously served as Senior Vice President of Corporate Development and was
responsible for overseeing the Company’s corporate development function as well as its investor relations
function. Prior to joining the Company, Mr. Petito was a Vice President in the mergers and acquisitions group
of Hambrecht & Quist, a technology-focused investment bank in San Francisco. Mr. Petito also worked as an
investment banker for Roberts Capital Markets in Buenos Aires, Argentina,.and at Morgan Stanley in New
York and Los.Angeles. From 1999 to 2001, Mr. Petito. was Chief Financial Officer of Unexplored, Inc., a
start-up travel company based in San Francisco, which filed for bankruptcy in 2001, Mr. Petito. earned an
M.B.A. from Stanford Umversrty and-a Bachelor.of Arts degree from Princeton Umvers1ty

James P, Shaughnessy, age 55, serves as Semor Vice Pres1dent Chref Adrmmstratrve Oﬂ"rcer and General
Counsel, and is responsible for managmg the Company’s legal and government affarrs depanments as well as the
Company’s shared.services, including corporate commumcauons human resources and security and compllance
Mr. Shaughnessy joined the Company in June 2007. Prior to joining the Company, Mr. Shaughnessy was-Senior
Vice President & General Counsel.of Lenovo Group Ltd., which he joined in July 2005. Mr. Shaughnessy’s prior
experience includes service as Senior Vice President, General Counsel and Secretary of PeopleSoft, Inc. and in
senior legal positions with Hewlett-Packard, Compaq and Drgltal Equipment Corporation..Prior to joining:
Digital, Mr. Shaughnessy worked with the Congloeum group of companies and was in private practice in -

. ‘
/
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Washington, D.C. Mr. Shaughnessy received a-Bachelor of Science degree from Northern Machlgan Umvers1ty
and a J.D. and a Masters of Public Policy from the University of Michigan.

Item 1A Rrsk Factors.

Our results of operatums and financial condition have been and may continue to be substantlally and adversely
lmpacted by the economw downtum and our level of mdebtedness increases our sensmwty to th;s risk. - ‘

While' we have seen recent 1mprovement in consumer spendrng, the global economy continues to suffer
following the deterioration in the capital markets and related financial crisis in the second half of 2008. Both
our customers: and' suppliers have felt the impact of this downturn. Several U.S. airlines have implemented
capacity reductions in the face of slow1ng customer-demand and are under increased presstire to reduce their
overall distribution costs. The weakness in the economy has also negatively impacted consumer spending
patterns, including spending on travel. If consumer demand for travel and the products offered on-our websites
continues to'decrease our revenue may decline,,further.

If econormc cond1t10ns do not continue to improve, or worsen, our results of operatrons and ﬁnancral
condition could be ‘materially adversely 1mpacted In addition, a substant1a1 or prolonged material adverse

: 1mpact on our results. of operatrons .and financial condition could. affect our ability to satlsfy the financial

covenants in our senior secured credit agreement whlch could result in our having to seek améndments or
waivers from our lenders to avoid the termination of commitments- and/or the acceleration of the maturity of
amounts that are outstandrng under our term loan and revolvrng credit facility. The cost of our obtaining an
amendment or waiver could be significant, and could substantlally increase our cost of borrowing over the
remaining term of our senior secured-credit agreement. Further, there can be no assurance that we would be
able to obtain: an amendment.or waiver. If.our lenders were unwilling to enter into an-amendment or provide a
waiver, all amounts-outstanding’ under .our term loan and revolving credit facility would become 1mmed1ate1y .
due and payable S : = : ; :

0T

Our lzqutduy has been, aml may contmue to. be, negatzvely lmpacted

The weak and volat11e condltlons in the global ﬁnanc1al markets and ﬁnancral sector caused a substantral :
deterioration in the capital markets-in late 2008 and early .2009.- We experienced. the negative effects of this
instability -when:Lehman Commercial Paper Inc. (“LCPI”) filed.for bankruptcy in October 2008. LCPI held a
$12.5 million commitment under our revolving credit facility, and its bankruptcy effectively reduced the total.
availability under our revolving credit facility from $85 million to $72.5 million. In the last half of 2009, the
capital markets improved and in January 2010, PAR Investment Partners, L.P. (‘PAR”) exchanged $50 million
aggregate principal amount of term loans _outstanding under our senior- secured credit agreement for . ‘
8,141,402 shares of our common stock, and Travelport concurrently purchased 9,025,271 shares.of our
common stock for $50 million in cash, which has improved our overall liquidity. Nevertheless, in the future,
we may require more liquidity than is ‘available to us under our revolvmg credit facﬂlty as- a'result of changes
in our business'model, changes 'to payment terms or other supplier or regulatory agency-imposed requirements,
lower than' anticipated operating cash ﬂovvs or other unanticipated -events; such as unfavorable outcomes in our
legal proceedings. The liquidity provided by cash flows from our merchant medel bookings could be reduced -
if our suppliers, including credit card processors and hotels, changed their payment terms or imposed other
requirements on us, or if our merchant mode] bookings declined as a result of current economic condmons or
other factors.

If in the future, we require more liquidity than is available to us under our revolving credit facility, we -
cannot be certain that funding would-be available to us or be available ‘on ‘attractive.or acceptable terms. If
funding is not available when needed, or is available only on unfavorable terms, we may be unable to take
advantage of potential business opportunities or respond to competitive pressures, which in turn could have a
material adverse impact on our results of operations and liquidity. . :

‘
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Our business and results of operations could be adversely affected if the financial condition of one or more
of our major suppliers, including airlines and car rental companies, deteriorates or restructures its
operations.

In the past several years, several major airlines have filed for bankruptcy protection, recently exited-
bankruptcy or discussed publicly the risks of bankruptcy. In addition, the economic downturn has severely
impacted. the automobile industry, including car rental companies. We depend on a relatively small number of .
airlines for a significant portion of our net revenue. Our car net revenue is also generated from a relat1vely
small number of car rental companies. As a result of this dependence, our business and results of operations
could be adversely affected if the financial condition of one or more of the major airlines or car rental
companies were to deteriorate or in the event of supplier consolidation in. either of these industries. Potential
bankruptcies and consolidation in our suppliers’ industries could result in capacity reductlons and increased
prices, which may in turn have a negative impact on. demand for travel products.

The travel i‘ndustryis -highb compeﬁ'tive, ‘and we niay not be able to effeetively compete in the future.

We operate in the highly competitive travel industry. Our success depends, in large part, upon our ability °
to compete effectively. -against numerous competitors, including other online travel compames traditional .
offline travel companies, suppliers, travel research companies, search engines and meta- search companies,
several of wh1ch have significantly greater financial, marketmg, personnel and other resources than we have.
Factors affecting our competitive success include price, availability of travel products, ability to package travel
products across multiple suppliers, brand recognition, customer service and customer care, fees charged to
customers, ease of use, accessibility, reliability and innovation. If we are not able to compete effectively’
against our competitors, our busmess and results of operatlons may be adversely affected

* Suppliers have 1ncreasmg1y focused on dlstnbutmg their products through their own websites, which
typically do not chargecustomers a booking or service fee. In addition, search and meta-search sites have
grown in popularity and may-drive more traffic’ directly to the websites of suppliers or-competitors. In
response, during 2009, certain online travel companies, including us, reduced or eliminated booking fees on.:
retail airline tickets and hotel stays and removed hotel change and cancellation fees. Although we were able to
mitigate the resulting loss of revenue in 2009 by improving our operating and marketing efficiency, there is no
assurance that we will be able to continue to absorb the full imipact of the elimination of fees in the future.
Our results of operations could be negatively affected if competitive dynamics in the industry caused us to
further reduce or eliminate the service fees we charge our customers. If ‘'we ‘are unable to implement further
changes to our business in an effort to absorb the continuing impact of the reduction or élimination of these
fees or ‘are unable to increase revenue from other sources, our business, ﬁnanmal ‘condition and results of
operatlons would suffer Lo

Our révenue is derived from the travel industry and a prolonged substantial decrease in travel volunie,
particularly air travel, as well as other industry trends, have and continue to adversely affect our busmess,
financial condztzon and results 0f operatwns

Our revenue is denved from the worldw1de travel 1ndustry As a result, our revenue is d1rect1y related to
the overall level of travel activity, particularly air travel volume, and is therefore significantly impacted by
declines in or disruptions to travel in the U.S., Europe and the Asia Pacific region due to factors entirely
outside of our control. These factors, which contributed in part to the 15% degcline in our net revenue in 2009
compared with 2008, include:

« gerferal economic conditions, particularly the current économic downturn which has caused a declme in
travel volume;

*- global security issues, political instability, acts or threats of terrorism, hostilities or war and other
political issues that:could adversely affect travel volume in our key regions; :

. ep1demlcs or pandemlcs

* natural disasters, such as hurncanes and eanhquakes,
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» the financial condition of suppliers, including the airline and hotel .industry, and the 1mpact of their
financial condition on the cost and availability of air travel and hotel rooms;

* changes to regulatlons governing the airline and travel 1ndusu'y

. fuel prices; '

e work stoppages -or labor unrest at any of the ma]or aJrhnes or auports

. mcreased airport secunty that could reduce the convemence of air travel

« travelers’ perceptions of the occurrence of travel related acc1dents or the scope seventy and tmung of
the other factors described above; and

. changes in occupancy and room rates achieved by hotels.

, If there is a prolonged substantial decrease in travel volumes partlcularly for air travel and hotel stays,
for these or any other reasons, it would have an adverse impact on our business, financial condition and results
of operations. »

We carry significant goodwill and indefinite-lived intangible assets on our.consolidated balance sheets, and
if a future impairment were to occur based on a decline in our stock price, projected results of operations,
cash flows from operations or otherwise, we may be required to record a significant charge against
earnings.

During the'years ended December 31, 2009 and December 31, 2008, in response to changes in the
economic environment and the prolonged decline in our market capitalization, we recorded non-cash
impairment charges of $250 million and $210 million, respectively, related to our goodwill and $82 million
and $74 million, respectively, related to our indefinite-lived intangible assets. As of December 31, 2009, after
giving effect to these. impairment charges, we had goodwill and indefinite-lived intangible assets of
$868 million, which represented approximately 67% of our total consolidated assets. Under generally accepted
accounting principles, goodwill and indefinite-lived intangible assets must be tested for impairment annually
or more frequently whenever events occur and circumstances change indicating potential impairment. Factors -
that could indicate that our goodwill or indefinite-lived intangible assets may be impaired include a prolonged
decline-in our stock price and market capitalization, lower than projected: operating results and cash flows and
slower growth rates in our industry. Due to the current economic uncertainty.and-other factors, we cannot-
predict whether our goodwill and indefinite-lived intangible assets will be further impaired-in future. periods or
whether a significant charge against-our -earnings may be required, which could be higher than the charges
recorded during 2009 and 2008. If we are required to record an impairment charge for our goodwill:and
indefinite-lived intangible assets in the future, this would adversely i‘mpact our tesults of operations.

We have a significant amount of mdebtedness, whlch could limit the manner in whtch we operate our
business.

As of December.31, 2009, we had approximately $619 million of outstandmg borrowmgs under our
senior secured credit agreement, which was reduced to $527 million as a result of the debt—equ1ty exchange
we completed with PAR and the repayment of outstanding borrowings on our revolving credit facility in
January 2010. Our substantlal level of 1ndebtedness could result in the following:

it may impair our ablhty to obtain additional ﬁnancmg for workmg capital, capital expendltures
acqui€itions or general corporate purposes;

» it reduces the funds available to us for purposes such as potential acquisitiohs and capital expenditures
because we are required to use a portion of our cash flows from operations to make debt service
payments; : ' )

» itputs us at a competitive disadvantage because we have a higher level of indebtedness-than some of -
our competitors and reduces our- flexibility in planning for, or respondmg to, changmg conditions in the
economy or our industry, including increased competition; and : . : '

/
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* it may make us more vulnerable to general economic downturns and adverse developments in our
business. : -

The credit agreement requires us to maintain a minimum fixed charge coverage ratio and to not exceed a
maximum total leverage ratio, which declines through March 31, 2011. If we fail to comply with these
covenants and we are unable to obtain a waiver or amendment, our lenders could accelerate the maturity of all
amounts outstanding under our term loan and revolving credit facility and could proceed against the collateral
securing this indebtedness. If this were to occur, there is no assurance that alternative ﬁnancmg would be
avallable to us or at favorable terms, pamcula:ly in the wake of the current economic’ env1ronment

In addition, restrictive covenants in our credit agreement spec1ﬁca]1y hnut our ablhty to among other
things:

* incur additional indetatedness or enter into gutlrantees;

-n-' enter into sal‘e‘ dr leaéeback trtmséctioné; : : . : : | v ,
* make new investments, loans or acquisitions; .

"= grant or incur liens on"our assets;
* sell btlriasset,s,; | .

* engage in mergers consohdatlons 11qu1dat10ns or dlSSOlllthnS,

* engage in ttansactlons with. affihates and
"+ make restncted payments

As a result; we may operate our busmess dlfferently than if we were not subject to these covenants and
restrictions. : Lo : :

We rely on Travelport to issue letters of credtt on our behalf under its credit facility.

-As of December 31, 2009, approx1mate1y $59 rmlhon of letters of credit were issued by Travelport on our
behalf. Under the terms of the Separation Agreement, as amended, Travelport has agreed to issue and renew
letters of credit on our behalf through. at least. March-31, 2010 and thereafter so long as Travelport and its
affiliates:(as defined therein) own at least 50% of our voting stock: Travelport’s obligation to issue letters of
credit on our behalf is:subject to.certain further conditions, including a $75 million limitation on the aggregate
amount of letters of credit that Travelport is required to issue on our behalf at any given point in time. If we -
do not have a separate letter of credit facility in place if or when Travelport is no longer obligated to issue
letters of credit on our behalf, or if we exceed the $75 million limitation .or if we require letters of credit
denominated in foreign currencies, we would be required to issue letters of credit under our revolving credit
facility, which could significantly reduce our borrowing capacity under our revolving credit facility. As of
December 31, 2009, we had the equivalent of $5 million of outstanding letters of credlt issued under our
revolving credlt fac111ty, which were denommated n Pounds Sterhng

Certain of our international subsxdtanes have a hzstory of szgmﬁcant operatmg losses, and our mabzlzty to
improve thezr scale and profitability could adversely affect our business and results of operatzons

We have hlstoncally incurred significant operating losses at our mtematlonal subs1dlanes and may
continue to experience operating losses in the future, partlcularly since we expéct to contmue to incur high
levels of marketing and other expenses in order to expand our international operatlons As a result we have
made, and may continue to make,-significant investments in our international operations by using a portion of
the cash flow generated from our domestic operations or making -additional borrowings under our revolving
credit facility. There can be no assurance that our international subsidiaries will be profitable in the future or
that any profits generated by them will be, sufficient to-recover. our.investments in them. :
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“The profitability .of our-international subsidiaries depends to a large extent on the scale of their operations.
If we fail to achieve the desired scale, we may not be able to effectlvely compete in the global marketplace :
and our business and results of operations may be adversely affected. . :
Our international operations are subject to additional risks not encountered when doing business in the
U.S., including foreign exchange risk, and our exposure to these risks will increase as we expand our inter-
national-operations. IR :

With employees in approxrmately 20 ¢ountries outside the U.S.; we generated 21% of our net revenue for
the year ended December 31, 2009 from our international operations. We are subject to certain tisks as a result
of having international operations and from having operations in multiple countries generally, including:

. dlfﬁcultles in staffing and managing operatlons due to distance, timie zones, language and cultural
* differences, 1nclud1ng issués associated w1th estabhshmg management mfrastructure in various
countries; '

* differences and unexpected changes in regulatory requlrements and exposure to local economic
_condltrons

* limits on our abrhty to enforce our mtellectual property rights and. 1ncreased risk of piracy; -
.. preference of local populations for local providers;

+ restrictions on the repatnatlon of non-U.S. investments and eammgs back to the U. S 1nclud1ng
withholding taxes imposed by certain foreign jurisdictions;

* diminished ability to legally enforce our contractual rights; and
* currency exchange rate fluctuations. ‘

To the extent we are not able to effectively mitigate or eliminate these risks, our results of operations
could be adversely affected.

Further, our international operations require us to comply with a number of U.S. and international
regulations, including, among others, the Foreign Corrupt Practices Act (“FCPA?). Any failure by us to adopt
appropriate’ compliance procedures to enisure that our employees and-agents comply with the FCPA and -
applicable laws and regulations in foreign jurisdictions could result in substant1a1 penaltres or restnctwns on
our ability to' conduct business in certain foreign jurisdictions. : ‘ :

Our ability to aftract, train and retain executzves and other quahﬁed employees is cnucal to our resalts of
operatzons and future growth .

We depend substantlally on the contmued 'services and performance .of -our key executives, senior-
management and skilled personnel, particularly our professionals with experience in our industry and our:
information technology and systems. Any of these individuals may chose to terminate their employment with
us at any time: The specialized skills we requlre can be difficult and time-consuming to acquire and, as &
result, these skills are often in short’ supply A significant period of time and expense may be required to hire
and ‘train replacement personnel when skilled personnel depart the Company Our 1nab111ty to hire, train and
retaif a sufficient number of quahfred employees could matenally hinder our business by, for example,
delaying our ab111ty to brmg new products and services to market or impairing the success of our operatlons or
prospects for future growth. :

We rely on information technology to operate our businesses and maintain our competitiveness, and any
failure to adapt to technological developments or industry trends could harm our business.

We depend upon the use of sophisticated information technologies and systems, including technologies
and systems utilized for reservations, communications, procurement and administrative systems. Certain of our
businesses also utilize third-party fare search solutions and GDSs or other technologies. ‘As our operations
grow: in both size and scope, we must continuously improve and upgrade our systems and infrastructure-to
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offer our customers enhanced products, services, features and functionality, while miaintaining the reliability
and integrity of our systems and infrastructure. Qur future success also depends on our ability to adapt our
services and infrastructure to meet rapidly evolving industry standards while continuing to improve the . -
performance, features and reliability of our service in response to competitive service and product offerings
and the changing demands of the marketplace. In particular, expanding our systems:and. infrastructure to meet -
any potential increases in business volume will require us to commit additional financial, operational -and
technical resources before those increases materialize, with no assurance that they actually will. Furthermore,
our use of this technology could be challenged by clalms that we have 1nfr1nged upon the patents, copynghts
or other 1nte11ectual property r1ghts of others.

In addition, we may not be able to maintain our- existing systems, obtain new technologies and systems,
or replace or introduce new technologies and systems as quickly as our competitors or in a cost-effective
manner. Also, we may fail to achieve the benefits anticipated or required from any new technology or system,
or we may be unable to devote financial resources to new technologies and systems in the future. If any of
these events occur, our busmess could suffer :

We are dependent upon third-party systems and service providers, and any disruption or adverse change in
their businesses could have a material adverse: effect.on our business.

We currently rely on certain third-party computer systems; service providers and software companies,
including the electronic central reservation systems and GDSs of the airline, hotel and car rental industries. In
particular, our businesses rely on third parties to: :

» conduct searches for airfares;

* process hotel room transactions;

*. process credit card .péyrnents; and

. prov1de computer 1nfrastructure crrtlcal to our business.

In addmon we rely on a group of business process outsourcmg companies located in various countnes to
provide us with call center and telesales services, back office administrative services such as ticketing
fulfillment, hotel rate loading and quality control and information technology services;.as well as financial v
services such as accounts payable processing and bank reconciliations. Any interruption-in. these third-party .
services could have a material adverse effect on us.

Further we currently ufilize GDSs, 1nclud1ng Worldspan Galileo and Amadeus to process a 81gn1ﬁcant
portion of our bookings, and any interruption or deterioration in our GDS partners’ products or services could
prevent us from searching and booking. airline and car rental reservations, which would have a material ..
adverse effect on our business.

Our suc'cess:iis dependent on our ability to maintain relationships with our technology. partners. In the
event our arrangements with any of these third parties are impaired or terminated, we may not be able to find
an alternative source of - systems support on a timely. bas1s or on commercially reasonable terms, which could
result in s1gmﬁcant additional costs or disruptions to our business. In addition, some of our agreements with
third-party service providers can be terminated by those parties on short notice and, in many cases, provide no
recourse for service interruptions. A termination of these services could have a material adverse effect on our
business, financial condition and results of operations.

System interruptions and the lack of redundancy may cause us to lose customers or business opportunities. -

Our inability to maintain and improve our information technology systems and infrastructure may result
in system interruptions. System interruptions and slow delivery times, unreliable service levels, prolonged or |
frequent service outages, or insufficient capacity may prevent us from efficiently providing services to our
customers, which could result in our losing customers and revenue or incurring liabiliti(es. In addition to the
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risks associated with inadequate maintenance or upgrading, our information technologres and systems are .
vulnerable to damage or interruption from various causes,. including:

o natural drsasters war and acts of terrorism;

. * power losses, computer systems failure, Internet and teleconunumcatlons or data network failures,
" operator error, losses and corruptron of data, and similar events ‘

- '+ computer viruses, penetration by individuals seeking to drsrupt operatrons or nusapproprrate mformatlon
* and other physical or electronic breaches of securrty, and- »

. the farlure of thrrd—party systems or services that we rely upon to mamtam our own operatlons

‘We do not have backup systems for certain critical aspects of our operations. For example, if we were
unable to connect to certain third-party systems, such as GDSs, due to failure, of our systems, our ability to
process bookings could be significantly-or- completely 1mpa1red Many other systems are not fully redundant,
and our disaster recovery planning may not be sufficient. In addition, we may. have inadequate insurance
coverage or insurance limits to compensate for losses from a major interruption, and remediation may be
costly and have a material adverse effect on our operating results and financial condition. Any extended
interruption in our technologies ot systems could srgmﬁcantly curtail our ablhty to conduct our busmesses and
generate revenue.

We deépend on our supplier and partner relatwnsths and adverse changes in these relationships or our
inability to enter into new relationships could negatively affect our access. to travel oﬂ'ermgs and reduce our
revenue.

We rely srgmﬁcantly on our relatronshlps with airlines, hotels and other supphers and travel partners.
Adverse changes in any of these relatronshlps or the inability to enter into new relatronshrps could negatively
impact the availability and competitiveness of travel products offeréd on our websites. Our arrangements with
suppliers and other travel partners may not remain in effect on current or similar terms and the net impact of
future prrcmg or revenue sharmg options may adversely 1mpact our revenue. For example our suppliers and
other travel partners could attempt to terminate or renegotlate the1r agreements with us on more favorable
terms to them, Wthh could reduce the revenue we generate from those agreements. The srgmﬁcant reduction
by any of our major supplrers or travel partners in therr busrness with our companies for a sustained penod of
time or their complete withdrawal of doing busmess with us could have a materral adverse effect on our
business, ﬁnancral condrtron and restilts of operatlons '

In addition, we currently depend on one of Travelport s busmesses Gulhvers Travel Associates (“GTA”),
for access to hotel inventory in certain international regions while we work to increase our own direct
relationships with hotel suppliers in these regions. If we are unable to successfully establish direct relationships
with hotel suppliers or to replace our access to hotel 1nventory currently provided by GTA in a timely manner
or on comparable terms, we may not be able to operate our busmess effectlvely, and our ﬁnancral performance
may suffer.

Our arrangements w1th the a1r11nes generally. do not require the alrhnes to provide any:specific quantity
of airline tickets or to make. tickets available for any particular route or at-any. particular-price. In addition,
certain airlines may terminate their agreements with us.for any reason or no reason prior to the scheduled
expiration date upon -thirty days’ prier notice. The significant reduction on the: part of any -of our -major
suppliers of their participation with us for a sustained period of time or their complete withdrawal could have -
a material adverse effect on our business, financial condition and results of eperations. '

Our relationships with the arrhnes may be. 1mpacted by developments in the arrhne industry, such as
increasing consolidation or shifts in market share from full-service to low-cost carriers. Some low-cost carriers,
such as Southwest Airlines, have not historically distributed their tickets through third-party intermediaries.
Because our GDS service agreement. with Travelport limits our ability to modify our existing agreements with
the airlines or to enter into new, direct distribution arrangements, we may- have limited flexibility to respond. to
developments in.the airline industry, and we may -be forced to forgo new. partnering opportunities. See “We are
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dependent on Travelport for our GDS services” below. The limitations imposed by the: GDS service agreement:
may place us at a competitive disadvantage and could:negatively impact our business and results of operations.

Our business and financial performance could be negatively impact'ed by adverse tax events.

New sales, use, occupancy or other tax laws, statutes, rules, regulations 1 of ordmances could be enacted at
any time. Such enactments could adversely ‘dffect our domestic and international business operations and our
business and financial performance.. Further, existing tax laws; statutes, rules, regulations or ordinances could
be interpreted, changed, modified or applied adversely to us. These events could require us to pay additional
tax amounts on a prospective or retroactive basis, as well as require us to pay fees, penalties and/or interest for
past amounts deemed to be due. In addition, our revenue may decline because we could have to charge more
for our products and services. . »

New, changed, modified or newly 1nterpreted or applied tax laws could also increase our compliance,
operating and other costs, as well as the costs of our products or services: Further, thése events could decrease.
the capital we have available to operate our busmess Any or all of these events could adversely 1mpact our -
business and financial performance I - : S -

. We also have a $37 million receivable 1ncluded m our consohdated balance sheets at December 31 3009.
and December 31, 2008 related to amounts due to us from Cendant (now Avis Budget Group, Inc) fora .,
portion of the tax sharing liability with the Founding Airlines. Cendant is obligated to pay us this amount
when. jt receives the tax benefit. If we were, in the future, to.determine that all .or a portion of this receivable
is not collectable, the portion of this recelvable\, at‘_ was no longer deemed collectable would, be charged to.
expense in our consolidated statements of operatrons

- We and others in the online travel industry are currently, subject to various lawsuits related to hotel
occupancy tax in numerous jll[lSdlCthl‘lS in the U.S., and other Junsdrctlons may be con31dermg similar
lawsuits. ‘An adverse ruling in the existing hotel occupancy tax cases could requ1re us to pay tax retroactlvely
and prospectlvely, and poss1b1y Denalties, interest and/or fees We have also been contacted by several B
mumc1pa11t1es or other taxmg bodies concerning our pos51b1e ob11gat10n with respect to local hotel occupancy
or related taxes, and certain municipalities have begun audit proceedings and some have issued assessments ,’_\
agamst the Company If the Company is found to be sub_]ect to the hotel occupancy tax ordmance by.a taxmg
authonty and appeals the decision in court certain Junsdlctlons may attempt to require us to provide financial |
security or pay the assessment in order to challenge the tax assessment in court. The prohferat1on of new hotel
occupancy tax cases or audit proceedings could result in substanttal add1t10na1 defense, costs. These events
could also adversely 1mpact our busmess and financial performance (see Item 3 “Legal Proceedmgs”)

Our busmesses are hzghly regulated and any fazlure to comply w;th such regulattons or any changes in
such regulatzons could adversely affect us. : ‘ SR S :

We operate ina hlghly regulated 1ndustry both m the U.S. and 1ntemat10na11y Our bus1ness fmanc1a1
condition and results of operations could be adversely affected by unfavorable changes in or the enactment of
new laws, rules and regulations applicable to us, which could decrease demand for our products and services,
increase costs. or subject usto additional liabilities. Moreover, regulatory authorities have: relatively-broad
discretion to grant, renew and revoke licenses and approvals. and to:implement regulations. Accordingly, these
regulatory authorities:could prevent or temporarily suspend us from carrying on some or.all of our activities or
otherwise penalize us if ‘our practices were found not to comply with the then current regulatory -or licensing
requirements or any interpretation of such requirements by the regulatory authority. Our failure to comply with
any of theSe requirements or interpretations could have a‘material adverse effect on our operations.. In addition,
the various regulatory regimes to which we are subject. may conflict so that comphance w1th the regulatory
requ1rements in one Junsd1ctlon may Create regulatory i issues m another

Our bus1ness is: subject to laws:dnd regulations relating to our revenue generating -and marketmg act1v1t1es
including those. prohibiting unfair and deceptive advertising or practices. Our travel services. are. subject.to ..
regulation and laws governing the offer of travel products: and services, including laws requiring us to register
as a “seller.of travel”.in various jurisdictions and to comply with certain disclosure requirements. As an. OTC
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that offers customers the ability to book air travel in the U.S., we are also subject to:regulation by the.-
Department of Transportation, which has authority to-enforce economic regulanons and ‘may assess civil .
penaltles or challenge our operating authority. . oL Conn

Our failure to comply w1th these laws and regulat10ns may. subject us to ﬁnes penalt1es and potential
criminal violations. Any changes to these laws or regulatlons or any new laws or regulauons may make it
more difficult for us to operate our businesses and may have a matenal adverse effect on our operations.

Our processing, storage, use and disclosure .of personal data could gzve rise to liabilities as a result of gov-
ernmental regulatzon, conﬂwtmg legal requtrements, differing vzews of personal privacy rights or secunty
breaches.

In the processmg of customer transactrons we receive and store a large volume of personally 1dent1ﬁable
1nfonnat10n ThlS information is 1ncreas1ng1y subject to leglslatlon and regulations in numerous Junsd1ctlons
around the world. This 1eg1slat10n and regulation is generally intended.to protect the privacy and security of
personal information, mcludmg credit card information, that is collected .processed and transmitted in or from
the governing Junsdlcuon We could be adversely affected if domestic, or 1ntemat10na1 legrslatron or regulations
are expanded to require changes in our business practices, or 1f governing _]urlsdlctlons mterpret or implement
their legrslauon or regulations in ways that negahvely affect our busmess

- Travel companies have also been subjected to investigations, lawsuits and adverse pub11c1ty due to"
allegedly improper disclosure of passenger information: As privacy and data protection have become more
sensitive issues, we may also bécome exposed to potential liabilities as a result of differing views on the
privacy of travel data. Thése and other privacy- concerns, including securlty breaches, ' could adversely impact
our business, financial condition and results of operatlons

We arey exposed to risks associated with“onl‘ine commerce secitrity and pfedii cdrdfraitd -

The secure’ transmlssron of conﬁdentlal information over the Internet is‘essential in mamtammg customer
and supplier confidence in our services. Substantial or ongoing security breaches, whether instigated internally’
or externally on our system or other Internet-based systems, could significantly harm our ‘business. We
currently require customers to guarantee their transactions with their credit cards online. We rely on licensed
encryption and authentication technology to effect secure transmission of confidential customer information,
including credit card numbers. It is possible that advances in computer capabilities, new discoveries or other -
developments could result in a compromise or breach of the technology that we use to protect: customer
transaction: data

We incur substantial expense to protect against and remedy security breaches and their consequences.
However, our security measures may not prevent security breaches. We may be unsuccessful in implementing
our remediation plan to address these potential exposures. A party (whether ‘internal, extérnal, an affiliate or -
unrelated third party) that is able to’circumvent our security systems could steal proprietary information or
cause significant interruptions in our operations. Security breaches also could damage our reputation and -
expose us to a risk of loss or litigation and possible-liability.. Security, breaches could also cause customers and
potential customers to lose confidence in our security, which would have a negative effect on the demand for.
our products and services.

- Moreover, public perception concerning security and privacy on the Internet could adversely affect
customers’ willingness to use ‘our websites. A publicized breach of security, even if it only affects other
companies conductmg business over the Internet,-could mhlbrt the growth of the Internet and therefore our :
serv1ces as a means of conductmg commercial transactlons

We are involyéd in various legal proceedings and mizy expeﬁence unfa‘uorableoutc’omes, which could harm'
us. . ' . - o ot . Tl B . .. L L

‘We are involved in various. legal proceedings, including, but not limited to, actions relating to intellectual
property, in: particular patent infringement claims against us, tax matters, employment:law and other-
P
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negligence, breach of contract and:fraud claims; that involve claims for substantial amounts of money or for-
other relief or that might necessitate:changes to our business or operations. - The defense of these actions may
be both time consuming and expensive. If any of these legal proceedings were to result in an unfavorable
outcome, it could have a material adverse effect on our business, financial position and results of operations.
In addition, hrstoncally, our msurers have reimbursed us for a 31gn1ﬁcant pomon of costs we incurred to
defend the hotel occupancy tax cases. If in the future these costs are reunbursed ata lower rate, or not at all,
our results of operations would be’ adversely impacted.

We may not protect our intellectual property effectzvely, whzck would allow competztors to dupltcate our _'
products and services. This could make it niore difficult for us to compete with them. :

Our success and ability to compete depend, in part, upon our technology and other intellectual property,
including our brands. Among our srgnlﬁcant assets’are our software and other proprletary information and
intellectual property rights. We rely on a comb1nat1on of copyrrght tradémark and patent laws, trade secrets,
confidentiality procedures and contractual prov151ons to’ protect these assets. However, we have a 11rmted
number of patents, and our software and related documentatlon are protected principally under trade secret and
copyright laws, which afford only limited protectlon and the laws of some Junsd:lctlons provide less protection
for our proprietary rights than the laws of the U.S. We have’ granted Travelport an exclusive license to our
supplier link technology, including our patents related to that technology. Under the exclusive license, -
Travelport has the first right to-enforce those patents, and so we will only be able to bring actions to enforce
those patents if Travelport declines to.do so. Unauthorized use and misuse of our intellectual property could
have a material adverse effect on our. business,, financial condition and results of operations, and the legal
remedies available to us may not adequately compensate us for the damages caused by unauthorized use.

Further, intellectual property challenges have been increasingly brought against members of the travel
industry. These legal actions have in the past and might in the future result in substantial costs and diversion
of resources and managemerit attention.'In addition, we may need totake legal action in the future to enforce
our intellectual property. rights, to_protect our trade secrets or to determine the validity and scope of the
proprietary rights of others, and these enforcement actions could result in the invalidation or other impairment
of intellectual property nghts we assert '

Travelport s controlling holders control us and may have strategtc interests that dszer ﬁ'om ours or our
other shareholders.

Currently, Travelport and investment funds that own and/or control Travelport’s ultimate parent company
beneficially own approximately 56% of our outstanding common stock and therefore, indirectly control us and
all of our subsidiaries, As a result of this ownership, Travelport’s controlling holders are entitled to nominate
and elect alt of our directors and own. sufficient shares to determine the outcome of any actions requiring the
approval of our stockholders, 1nclud1ng adoptmg most amendments to our certificate of incorporation and
approving or rejecting proposed mergers, significant new investments or divestments or sales of all or
substantially all of our assets.’ :

The interests of Travelport’s controlling holders may differ from those of our public shareholders in
material réspects. Travelport s controlling holders and their affiliates are in the business of making investments
in companies and maximizing the return on those investments. They currently have, and may from time to
time in the future acquire, interests in businesses that directly or indirectly compete with certain portions of
our business or.our suppliers or customers or businesses on Whlch we are substantially dependent, such as the
Travelport, GDSs. In an effort to increase. its revenues and improve its overall profitability, Travelport could
seek to change the terms of its commercial relationships with.its GDS customers. Because we are limited in
our ability to pursue alternative GDS options or direct connections with suppliers during the term of our GDS
agreement with Travelport, any such, actions by Travelport, could make us a less attractive distribution channel
to our suppliers, who could attempt to terminate or renegotiate their agreements with us, and could place us at
a competitive disadvantage relative to other online travel companies. See “We are dependent on Travelport for
our GDS services” below. In addition, Travelport’s customers, many of which are also major suppliers to us,
have previously:sought-and may:in the future seek to exert commercial leverage over us in an effort to obtain
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concessions from Travelport, which could negatively affect our access to travel offerings and adversely affect
our business and results of operations. o G :

As long as Travelport s controllmg holders continue to indirectly own a s1gn1ficant amount of our
outstanding voting stock, even if that amount is less than 50%, they will continue to be able to strongly
influence or effectively control us. The interests of these holders may differ from our other shareholders’
interests in material respects.

Actual or potential conflicts of interest may develop between our management and directors as well as the
management and directors of Travelport.

Jeff Clarke serves as' Chairman of our Board of Directors, while retaining'his' role as President, Chief
Executive Officer and Director of Travelport. The fact that Mr. Clarke holds positions with both Travelport
and us could create, or appear to create, potential conflicts of interest for him when he faces decisions that
may affect both Travelport and us. In addition, Mr. Paul C. Schorr IV, who is a senior managing director at
The Blackstonée Group, and Mr. William J.G. Griffith, who is a general partner of TCV, both currently serve
on the board of directors of Travelport and:sérve on our board of directors. The fact that Mr. Schorr and
Mr. Griffith hold positions with their respective entities, Travelport and us, could create, or appear to create,
potential conflicts of interest when they face decisions that may affect two or more of these entities. In
addition, Jill A. Greenthal, who is a senior advisor in the Private Equity Group of The Blackstone Group,
currently serves on our board of directors. Affiliates of The Blackstone Group exercise control over
Travelport’s ultimate parent company and therefore, the fact that Ms. Greenthal holds a position with The
Blackstone Group could create, or appear to create, a potential confhct of interest when she faces decmlons
that affect both Travelport and us.

Further, our certificate of incorporation provides that no officer or director of Travelport who is also an
officer or director of ours may be liable to us or our stockholders for a breach of any fiduciary duty by reason
of the fact that any such individual directs a corporate opportunity-to Travelport instead of us or does not
communicate information regarding a corporate opportunity to-us because the. officer or director has directed
the corporate opportunity to Travelport. These provisions may have the-effect of exacerbating the risk of
conflicts of interest between Travelport and us because the provisions effectively shield an overlapping
director/executive.

Because of their former positions with Travelport or its’ subsxdla.nes certam members of our senior
management team have equity interests in Travelport’s ultimate patent company, some of which may be
significant relative to their total assets. Continued ownership by our officers of these interests creates, or may
create, the appearance of conflicts of interest when these officers are faced with decisions that could have
different implications for Travelport than the decisions have for us. Potential conflicts of interest could arise in
connection with the resolution of any dispute between Travelport and us regarding the terms of commercial
agreements between the parties or their affiliates. Potential conflicts of interest could also arise if we enter into
any other commercial arrangements with Travelport in the future )

We are dependent on ~Trav_,élport Jor our_ GDS seri)iqes.

To varying extents, suppliers use GDSs to connect their products and services with travel companies, who
in turn make these products and services available to travelers for ‘booking. Under our GDS service agreement
with Travelport, we are required, subject to certain exceptions, to utilize Galileo and Worldspan, which are
subsidiaries of Travelport, for a significant portion of our. GDS services, and-our contractual obligations to
Travelport for GDS services may limit our ability to pursue alternative GDSoptions. As a result, if Travelport
became unwilling or was unable to provide these services to us, we may not:be able to obtain alternative
providers on a.commercially reasonable basis, in a t1me1y manner or at all, and our business would be
materially and adversely affected. S S R

Furthermore, our GDS service agreement with Travelport limits our ability tov’r:nodify the terms of our
agreements with existing suppliers or to pursue direct connections with new or existing suppliers during the
term of the agreement, which expires on December 31, 2014. These.contractual obligations may reduce our
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flexibility to implement changes to.our business in response to changing economic conditions, industry trends,.
or technological developments. As a result, the limitations imposed by the GDS service agreement. could place
us at a competltrve disadvantage and negatively impact our business and results of 0perat10ns particularly in
the current economrc env1r0nment where our suppliers. are under mcreased pressure to reduce their overall
d1str1but10n costs ’ '

We have granted Travelport perpetual licenses to use certai'n of our intellectual propérty, which could facili-
tate Travelport s ability to compete wzth us. :

Sa v

We are party to a Master License Agreement with Travelport that governs ‘each of our and Travélport’s
rights to use certain of the other’s intellectual property. The master license agreement permits. Travelport and
its affiliates to use and, in. some cases to, subllcense to third parties certam of our 1nte11ectua1 property, .
1ncludmg ‘

. our suppller lmk technology,

. portrons of ebookers bookmg, search and dynamic packagmg technolog1es
Te g certam of our products and onhne bookmg tools for corporate travel;

. pOI'thIlS of our private label dynanuc packagmg technology, and

* our extranet suppher connect1v1ty functlonallty (

‘Travélpoit and its affiliatés may use these technologres as part of, or'in support 'of; their’ own products or'
services, including in some cases to directly compete with us. S

The Master License Agreement"permit's"Travelport-’to sublicense our intellectual property (othér-than our
supplier link technology) to a party: that is not an affiliate of Travelport, except that Travelport may not
sublicense our intellectual property toa third party for a use'that competes with our business; unless Travelport
incorporates or uses’our 1ntellectua1 property with Travelport products or services to enhance or improve =
Travelport products or: serv1ces (other than to provide our intellectual property to third parties on a $tand-alone
basis). Travelport and its affilidtes are’ ‘permitted to:use our intellectual property to provide their own products
and services to third parties that compete with us. With respect to our supplier link technology, Travelport has
an unrestricted license. These Travelport rights could facilitate Travelport’s, its affiliates’ and third parties’
ability to compete with us, Wthh could have a matenal adverse effect on our business, financial condition and
results of operations.

Our certzﬁcate of mcorporatwn llmzts -our abzlu‘y to engage in many transactwns without the consent of
Travelport. T . . . , .

Our cert1f1cate of 1ncorporat10n prov1des Travelport w1th a greater degree of control and mﬂuence in the
operation of our business and the management of our 'affairs ‘than is typically available to a stockholder of a
publicly-traded company. Until Travelport ceases to beneficially own shares entitled to 33% or more of the
votes entitled to be cast by the holders of our then outstanding common stock the prior consent of Travelport
is'required for:

* any consohdatlon or merger of us or any of our subs1d1ar1es w1th any person, other than’ a subs1d1ary,

* any sale, lease, exchange ‘O other d1spos1t:ton or any acqu1s1t1on or investment, other than certain. -

- .permitted investments, by us, other than transactions between us and our subsidiaries, or any series of
-related dispositions or acquisitions, except for those for which we give Travelport at least 15 days prior
written.notice and: which involve: consideration not in excess of $15 million in fair market value, except
(1) any disposition of cash equivalents or investment grade securities or obsolete or:worn out equipment
and (2) the lease, a531gnment or sublease of any real or personal property, in each case, in the ordmary
course of busmess

. any change in:our authonzed capltal stock or ‘our creation of any class or series of capital stock;

‘
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* the issuance or sale:by us.or one of our subsidiaries of any equity securities or equity derivative
“securities or the adoption of any equity incentive .plan, except for (1) the issuance:of equity securities
by us or one of our subsidiaries to Travelport or to another restricted subsidiary. of Travelport and
(2) the issuance by us of equity securities under our equity 1ncent1ve plans in an amount not to exceed
$15 million per year in fair market value annually;

.+ the amendment of various provisions of our certificate of incorporation and bylaws;
« ‘the declaration of dividends on any class of our capital stock;. '

. the authorizati\on'of »any series of preferred stock: B

» the'creation, incurrence, assumption or guaranty by us or any of our subsidiaries of any ‘indebtedness
for borrowed money, except for (1) up to $675 million of indebtedness at any one time outstandmg
“ under our credit agreement and (2) up to $25 million of other indebtedness' so long as we grve '
- Travelport at least 15 days pnor written notrce of the i 1ncurrence thereof ' '

.o the creatron ex1stence or effectrveness of any consensual encumbrance or consensual restrrctron by us
.or any -of our subsidiaries on (1) payment of dividends-or other distributions, (2) payment of . ,
indebtedness, (3) the making of loans.or advances and (4) the sale, lease or transfer of. any propertles or
assets, in each case, to Travelport or any of its restricted subsidiaries; : :

Ye any ¢hange i in the number of drrectors on our board of du'ectors, the estabhshment of any committee of
 the ‘board, the deteimination of the members of the board or any commrttee of the board, and the flllmg
B of newly created membersmps and vacancies on the board or any comnnttee of the board and

e any transacuons wrth afﬁhates of T ravelport involving aggregate payments, or consrderatron in excess of
$10 million, except (1) transactions between or among Travelport or any of its restricted subsidiaries,
including us; (2) the payment of reasonable:and customary feés paid to, and indemnities provided. for
the benefit of, officers, directors, employees or consultants of Travelport, any of its direct or indirect

* parent compariies or any of its restricted: subsidiaries, including us; (3) any agreement as in effect on.
the date of the consummation of this’ ‘offering; and (4) investments by The Blackstone Group and

. " “certain’ of its affiliates in our or our subsrdranes securities so long as (i) the investment is bemg offéered
- generally to other investors on the same ‘or more favorable terms and-(ii) the’ Investment constltutes less
: than 5% of ‘the proposed or outstandmg 1ssue amount of such class of securrtres E

These restnctrons could prevent us from bemg able. to pursue transactrons or relatlonshlps that would
otherwise be in the best. interests of our stockholders. These restrictions.could also limit stockholder value by
preventmg a change of control that you might consider favorable. ; i

Item lB Unresolved Staff Comments. Lo -

None o

Item 2. Propertles.

; Our corporate headquarters are located in leased offrce space in Chicago, Illinois. We: also lease ofﬁce
space for our ebookers brand portfolio in various countriés, including the U.K., Finland; Germany, the
Netherlands; Sweden and Switzerland. In ‘addition; we lease office -space for our-HotelClub brand portfolio,
primarily in Sydney, Australia. We believe that our existing facilities are adequate to meet our current -
requirements ind that additional space will be available as needed to-accommodate any further expansion-of

our business.
- L

Item 3 Legal Proceedmgs

We are. 1nv01ved in various claJms Jegal proceedmgs and govemmental inquiries related to contract
disputes, business practices, intelléctual property .and other commercial, employment-and tax matters. The
costs of defense and amounts that may be recovered in certain matters may be partially covered by insurance.

/
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The following list identifies all litigation matters for-which we believe that an adverse outcome could be -
material to our financial position or results of operations, as well as other matters that may be of parucular
interest to our, stockholders

Consumer Class Actions

In re Orbitz Taxes and Fees Litigation. On May 24, 2005, a consolidated class action complaint was
filed in the Circuit Court of Cook County, Illinois against Orbitz, LLC, Orbitz, Inc. and Cendant, Inc. This
case purports to be a national class action brought by persons who paid a fee in connection with paying for a
hotel room through the Orbitz website from March 19, 2003 to the present. The plamtlff also seeks actual
damages, attorneys’ fees, costs, interest and penalties on behalf of the purported class. On May 31, 2006, the
Court dismissed Cendant from th1s case for a-second time,.and dismissed all of the claims except for the
Consumer Fraud and. Deceptrve Busmess Practices Act claim. On May 30, 2007, the plaintiff filed a motion
for leave to file a Third Consolidated Amended Class Action Complamt This most recent complaint. only
asserts a claim under the Ilinois Consumer Fraud and Deceptive Business Practices Act and names only one
class represenitative, an Illinois resident. The plaintiff-alleges that Orbitz failed to provide proper disclosures to
consumers relating to fees charged by ‘Orbitz-wheti’the consumer is booking a hotel room through- the Orbitz
website. Orbitz is also alleged to have misled consumers by failing to break out the exact amount of the
service fee in the taxes and fees line displayed to consumers before the booking is complete. On Juné 26,
2007, the plaintiff filed a motion seeking an order certifying the action as a nationwide class action. On that.
same date, Orbitz filed a motion for summary Judgment At the close of the December 19, 2007 hearing on
both motions, the Court denied the plaintiff’s motion for class certification and granted summary judgment in
favor of Orbitz. On January 17, 2008, the plaintiff filed its Notice of Appeal. On September 30, 2009, the
AppeHate Court of Tllinois affirmed the Circuit:Court’s December 19, 2007 order granting summary judgment
in favor of Orbitz and denied the plaintiff’s motion:for class certification. On January 27, 2010, the Illinois
Supreme Court demed the plamtlff ’s Petition for Leave to:File an Appeal concludmg this matter. '

Ronald Bush, et al. v. CheapTzckets Inc et al. On February 17 2005 a class action complarnt was
filed in the Superior Court of the State of Cahfomla County of Los Angeles on behalf of all Californians who
were assessed a “Taxes/Fees” charge when. paying for a hotel ‘motel, or resort room through the defendants
websites. The complaint was brought against a; number of Intemet travel companies, including Tr1p Network
Inc: (d/b/a CheapTickets), Cendant Corporation, Orbitz, Inc., and Ol‘bltZ LLC. The p1a1nt1ffs claims are based
on allegations that the defendants charged for taxes that were not legltlmate in that they were not requlred by
the taxing authorities to be collected. The: plaintiffs also allege that the deféridants failed te disclose this
improper -practice. The plaintiffs seek an order certifying the action as a class action, actual damages, punitive
damages, restitution and/or disgorgement, attorneys™ fees, costs, interest, and injunctive relief. On October*15,
2008, the plaintiffs filed a second amended complaint removing all other Internet travel companies except for
Trip Network, Inc., Orbitz, Inc., and Orbitz, LLC and adding “Orbitz Worldwide.” The second amended
complaint asserts claims under the California Business and Professions Code and the Consumers Legal
Remedies Act, breach of contract and breach of the implied covenant of good faith and fair dealing. On
August 22, 2008, the defendants filed a motion seeking a stay of all further proceedings pending final
determination of the appeal in the In re Orbitz Taxes and Fees Litigation case described above. ‘On October 10,
2008, the court granted the motion to stay as to the claims asserted against Orbitz, Inc. and Orbitz, LLC, but
denied it as to the claims asserted against Trip Network, Inc. and Orbitz Worldwide, On September 21, 2009,
pursuant to_the parties’ stipulated request for dismissal, the court dismissed the action with prejudice.

Litigation Relating to Hotel Occupancy Taxes

Orbitz Worldwide, Inc. and certain of its subsidiaries and affiliates, including Orbitz, Inc., Orbitz, LLC,
Trip Network, Inc. (d/b/a Cheaptickets.com), Travelport Inc. (f/k/a Cendant Travel Distribution Services
Group, Inc.), and Internetwork Publishing Corp. (d/b/a Lodging.com), are parties to various cases brought by
municipalities and other governmental- entities involving hotel occupancy taxes and our merchant hotel
business model. Some of the casesare purported:class actions, and most of the cases were brought
simultaneously against other online travel companies, including Expedia, Travelocity and Priceline. The cases

‘
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allege, among other things, that we violated the jurisdictions’ hotel occupancy tax ordinance. While not.
identical in their allegations, the cases generally assert similar claims, including violations of local or state -
occupancy tax ordinances, violations of consumer protection ordinances, conversion, unjust enrichment,
imposition of a constructive trust, demand for a legal or equitable accounting, injunctive relief, declaratory
judgment, and in some cases, Civil conspiracy. The plaintiffs seek relief in a variety of forms, including:
declaratory Judgment full accounting of monies owed imposition of a constructive trust, compensatory and
punitive damages, d1sgorgement restitution, interest, penalties and costs, attorneys’ ‘fees, and where a class

action has been claJmed an order certlfymg the action as a class action.

An adverse rulmg in one or more of these cases could require us to pay tax retroactively and
prospectively and possibly penalties, interest and fines. The proliferation of additional cases could result in

substantial additional defense costs.

City or County Filing

Litigation

City of Los.Angeles, California* ,
City of 'Findl_ay, Ohio

City of Chicago, Illinois
City of Rome, Georgia*

City of San Diego, California

Orange County,. Florida

City of Atlanta, Georgia .
City of Charleston, South Carolina

City of San Antonio, Texas**

Town of Mt. Pleasant, South Carolina

Columbus, Georgia

Lake County Convention and Visitor
Bureau and Marshall County, Indiana*

Cities of - Columbus and Dayton, Ohio -

. -

City of North Myrtle Beach, South
Carolina

County of Nassau, New York* - . -

Date Litigation
Instituted

Court Where Litigation is Pending

December 30, 2004
October 25, 2005

November 1, 2005
November 18, 2005

February 9, 2006

March 13, 2006

March 29, 2006
April 26, 2006

May 8, 2006

May 23, 2006
June 7, 2006

June 12, 2006

August 8, 2006:

August 28, 2006

" October 24, 2006
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Superior Court for the State of California,
County of Los Angeles

United States District Court for the ,
Northern District of Ohio

Circuit Court of Cook County, Hlinois. .
United States District Court for the
Northern District of Georgia

Superior Court for the State of Callfomla
County of Los Angeles

Case was coordinated with the City of
Los Angeles case (above) on July 12,
2006

Ninth Judicial Circuit in and for Orange
County, Florida

Supreme Court of Georgia

United States District Court for the
District of South Carolina

United States District Court for the
Western District of Texas -

United States District Court for the
District of South Carolina’ -

Case was coordinated with the City of
Charleston case (above) on Apnl 26, 2007
Superior Court of Muscogee County,
Georgia

United States District Court for the
Northern District of Indiana

United States District Court for the
Northern District of Ohio

Case was consolidated with the City of
Findlay case (above) on November 6,
2007

United States District Court for the
District of South Carolina

United States District Court for the
Eastern District of New York



City or County Filing
Litigation - .
Wake County, North Carolina

City. of Branson, Missouri
Dare County, North Carolina

Buncombe County, North Carolina

Horry County, South Carolina

City of Myrtle Beach, South Carolina -

City of Gallup, New Mexico**-

Mecklenburg County, North Carolina -

City of Goodlettsville, Tennessee*
Township of Lyndhurst; New Jersey*
City of Jaoksonville', Fioridé* o |
City of Baltimore, Maryland
Worcester County; Mnrylund
Monroe 'Coulnty',- f‘lorida* \

City of Bowling Green, Kentucky -
County .of Genesee, Michigan*

St. Louis County, Missouri
Village of Rosemont, Ilinois. -

Palm Beach, Florida

Brevard County, Florida

Date Litigation .

Instituted

Court Whero Litigation is Pending-‘ K

November 3, 2006

. December 18, 2006
_' Ja'nua:y;"26, 2007

"+ Febtuary 1, 2007

February 2, 2007 *°

February 2, 2007
July 6, 2007

January 10, 2008

June 2,-:2008 .
June 18, 2008 -

July 1, 2008

December 10, 2008

January 6, 2009
January 12, 2009

March 10, 2009

April 16,2009

July 6, 2009

july 24, 2009
July 30, 2009

October 2, 2009

29

* 'General Court of Justice, Superior Court
‘ Division, Wake County, North Carolina -

*Circuit Court of Greene' County, Missouri

General Court of Justlce Superior Court ]
Division, Dare County North Carolina -

Case was coordinated with the Wake

‘County case (above) on April 4, 2007

General Court of TJustice, Superior Court
Division, Buncombe County, North -
Carolina Case was coordinated with the

" Wake County case (above) on' Apnl 4

2007 7
Court of Common Pleas, 'Horry County,'
South Carolina . -

Court of Common Pleas, Horry County,
South Carolina -

United States District Court for the
District of New Mexico

General Court of Justice, Supenor Court
Division, Mecklenburg County, -

North Carolina

Case was coordinated with the Wake
County case (above) on February 19,
2008

United States District Court for the: : ..
Middle District of Tennessee

United States Court of Appeals for the
Third Circuit | . . ‘
Fourth Jud101al C1rcu1t for Duval County,
Florida

United States Dlstnct Court for the
District of Maryland .

United States District Court for the

" District of Maryland

United States District Court for the
Southern District of Florida

Warren County Circuit Court, Kentucky

Circuit Court for the County of Ingham
Michigan : it

Circuit -Court for the County of .St. Louis,
Missouri

Circuit Court of Cook County, Illinois
Circuit Court of the Fifteenth Judicial

Circuit in and for Palm Beach County,
Florida: -

United States District Court for the - L
Middle District of Florida



City or County Fiting R Pate Litigation . R . R :
Litigation . : . . Instituted o Court Where Litigation is Pending - -

Leon County, Florida November 5, 2009,  Circuit Court of the Second Judicial
- o L B ~ Circuit in and for Leon County, Florida
Leon County, Florida ., December 14,2009  Circuit Court of the Second Judicial .
L _ o » o o I C1rcu1t in and for Leon County, Flonda
County of Lawrence, Pennsylvania* November 20, 2009. . Court of Common Pleas of Lawrence
S o ) L - .. . .County, Pennsylvama .
Birmingham,- Alabama o .- .. December 11, 2009  Circuit Court of Jefferson County
o . : : ' L ~ ~Alabama

* Indicates purported class action filed on behalf of named City or Courity 4nd other (unnamed) cities, coun-
ties, governments or other taxing authorities with similar tax ordinances. - :

** Indicates court certified class action on behalf of named C1ty or County and other (unnamed) c1t1es coun-
ties, governments or other taxmg authorities with similar tax ordmances '

The followrng legal proceed.lngs relatlng to hotel occupancy taxes prev1ous1y reported by us were h
d1sm1ssed since October 1, 2009: . ;

On November 17, 2009, the County of Lawrence, Pennsylvania filed a notice of 'voiuntary dismissal of
the complaint which had been pending in the United States District Court for the Western District of
Pennsylvama On November 20, 2009, the County re-filed 1ts clalm 1n Pennsylvania state court

On December 22, 2009, the United States Court of Appeals for the Sixth Circuit afflrmed the United
States District Court for the Western District of Kentucky’s dismissal of Louisville/Jefferson County Metro
Government Kentucky s complamt ﬁndmg that the defendant Internet travel compames are not subject to the
hotel occupancy tax.

On December 29, 2009 ‘the Nineteenth Judicial Circuit Court of Cole County, Missouri dismissed the
City of Jefferson, Missouri’s complaint with prejudice following the parties’ confidential settlement of the
case. :

On January 19, 2010, the District Court of Harris County, Texas granted the defendant Intemet travel -
compames mot1on for summary Judgment on the Clty of Houston, Texas complamt

- On January 19 2010 the CII’Clllt Court of Jefferson County, Arkansas Frfth D1v1sron granted the -
defendant Internet travel companies’ motion to dlSInlSS Pine Bluff Advertising. and Promotion; Commlssmn and
Jefferson County, Arkansas’ complarnt ST :

d

In addition, the followmg other matenal developments in the legal proceedlngs relatmg o hotel
occupancy taxes.occurred during the quarter ended December 31, 2009:

On October 30, 2009, in the case titled Ctty of San Antomo, Texas v. Hotels.com; L.P, et. al., the

defendant Internet travel compames ‘received a ]ury verdict finding that each has been or currently are *

controlhng hotels™ under the. local hotel occuparicy tax ofdinances. The j jury’s verdict further found that
Orbitz, LLC, Trip Network, Inc. (d/b/a Cheaptickets.com) and Internetwork Publishing Corp. (d/b/a
Lodging.com) did not convert any alleged tax- monies belonging to the City of San Antonio or any. other class
member, and the jury therefore rejected. the City. of San Antonio’s request for punitive damages The final
amount of any judgment that may be rendered in the future against Orbitz, LLC, Trip Network, Inc. (d/b/a
Cheaptickets.com) and Internetwork Publishing Corp. (d/b/a Lodging.com) has not been determined. The jury’s
verdict found that Orbitz, LLC, Trip Network, Inc. (d/b/a Cheaptickets.com) and Internetwork Pubhshmg
Corp. (d/b/a Lodging:com); ‘cotnbined; owed the City of San Antonio and the other:172 class members
approximately  $1.9- million in hotel eccupancy taxes through May, 2009. The court will conduct further
proceedings, including among other things, determining the amount of any. taxes, interest and penalties owed,
which may be substantial. At this time, we are unable to estimate-the final amount of ‘any judgment that may.
be rendered in the future. Orbitz, LLC, Trip Network, Inc. (d/b/a Cheaptickets.com) .and Internetwork -

.
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Publishing Corp. (d/b/a Lodging.com) intend to continue to defend themselves vigorously in this matter,
including an -appeal to the United States Court of Appeals for the Fifth Circuit, if necessary. .

We have also been contacted by several mumcrpahttes or other taxing bodies concermng our possrble
obhgatwns w1th respect to state or local hotel occupancy or related taxes. The cities of Phoenix, Arizona;
North Little Rock and P1ne Bluff, Arkansas, Colorado Springs and Steamboat Springs, Colorado; Oscedla
County, Florida; 42 cities in California; an entity representing 84 cities and 14 counties in-Alabama; the
counties of Jefferson ‘Arkansas; Brunswick and: Stanly, North Carolina; Duval County, Florida; Davis, Sumrmt
Salt Lake, Utah and Weber, Utah; the ‘South Carolina Department of Revenue; the Colorado Department of
Revenue and the Hawaii- Department of Taxation have issued notices to the Company. These taxing authorities
have not issued assessments, but have requested information to conduct an audit and/or have requested that the
Company register to pay local hotel occupancy. taxes. :

In addition, the cities of Anaheim, Los Angeles, San Diego and San Francisco, California; the counties of
Miami-Dade and ‘Broward, Florida; the cities of Alpharetta, Cartersville, Cedartown; College Park, Dalton;.
East Point, Hartwell, Macon, Rockmart, Rome, Tybee Island and Warner Robins, Georgia; the -counties of .
Augusta, Clayton, Cobb, DeKalb, Fulton, Gwinnett, Hart and Richmond, Georgia; the city of Philadelphia
Pennsylvania, and state tax officials from Indidna and Wisconsin have begun audit proceedmgs and some have
issued assessments against the Company, ranging from almost nil to approx1mate1y $3 million, and totaling
approximately $10 million, : :

Certain assessments made in these audrt proceedmgs have become ﬁnal and the Company has filed
lawsuits challenging the final assessments. The followrng is a list of lawsuits brought by the Company -’
challenging such final assessments: o T . . .

On January 12, 2009, Ol‘bltZ, LLC and Intemetwork Pubhshmg Corp (d/b/a Lodgmg com) ﬁled a
complamt against Broward County and the Florida Department of Révenue assertinig that they are not subject
to the Tourist Development Tax. On August 25, 2009, the Company filed a second complaint’ against’ Broward'
County and the Florida Department of Revenue assertmg the same claims, but addressmg additional
assessments issued by the County. C : . ce e

On February 11, 2009, Orbitz, LLC, Trip Network, Inc. (d/b/a Cheaptickets.com) and Internetwork
Publishing Corp. (d/b/a Lodging.com) field a writ of administrative mandamus against the City of Anaheim,
California challenging their liability under the transient.occupancy. tax. On February 1, 2010, the Superior - -
‘Court for the County of Los Angeles California granted a writ of mandate finding that the City of Anaheim’s
ordinance does not impose ‘transient occupancy tax on the service provided by OTCs, ‘including Orbitz, LLC,
Trip Network, Inc. (d/b/a Cheaptickets: ¢om) and 'Internetwoik Publishing Coip:'(d/b/a Lodging. com). The ~
court’s decision set aside the hearing officer’s finding that the Company and other OTCs were subject to the
transient occupancy tax and owed taxes, 1nterest and penaltles to the C1ty of Anahe1m -

On March 30, 2009 Orbrtz LLC ﬁled a Petition Appealing Final Determmatron of the Indiana
Department of Revenue and a Petition to Enjoin Collection of Tax seeking a determination that Orbitz, LLC is
not subject to the Indiana Gross Retail Tax and. the County Innkeeper’s Tax and that the Indiana Department .
of Revenue violated the Internet Tax Freedom Act the Supremacy Clause the Commerce Clause and the Due
Process Clause ’

On December 21, 2009, Orbitz, LLC, Tr1p Network Inc. (d/b/a Cheaptwkets com) and IntemetWork
Publishing Corp. (d/b/a Lodging.com) filed a complaint against Miami-Dade; Florida-and the. Florida' - -
Departmeit of Revenue challengmg the1r 11ab111ty under the Tounst Development Tax and’ Conventlon :
Development Tax ' :

The Company drsputes that-any hotel oceupancy or related tax is owed under these ordmances and is-
challenging the assessments. made against the Company. If the Company-is found to be subjeet to the hotel:- .
occupancy tax ordinance by a taxing authority and appeals. the decision in court, certain jurisdictions- m‘ay_»_..
attempt to require us to_provide financial secunty or pay the-assessment to the mun1c1pa11ty in order to
challenge the tax assessment in court. : : S ;

‘

31



Litigation related to Intellectual Property

o DDR Holdmgs LLCv. Hotels.com, L.P, et al. On January 31, 2006, DDR Holdings, LLC (“DDR”)
filed an action in the United States District Court for the Eastern Distric of Texas (Marshall Division) against
a number of Internet companies, including Cendant Corporation, for alleged infringement of U.S. Patents Nos.
6,629,135 (entitled “Affiliate Commerce System and Method”), and 6,993,572 (entitled “System and Method
for Facilitating Internet Commerce with Outsourced Websites), which DDR claims full right and title to. The
plaintiff asserts only patent infringement claims. The plaintiff seeks unspecified damages, injunctive relief, a
declaratory _]udgment and attomeys fees. On April 12, 2006, the plaintiff amended its complaint to add
Internetwork Publishing Corporation (d/b/a Lodging.com) as a defendant. On Apr11 12, 2006, the plamtlff
voluntarily dismissed Cendant Corporation and named Cendant Travel Distribution Services Group, Inc. as a
defendant. On July 14, 2006, certain defendants filed a motion for summary judgment alleging that both
patents are 1nvahd (Cendant Travel Distribution Services Group, Inc. and Internetwork Publishing Corporation
joined on July 19, 2006). On September 22, 2006, the plaintiff filed a second amended complaint adding Neat
Group Corporation as a defendant and not including Cendant Travel Distribution Services Group, Inc. as a
defendant. On September 26 2006, DDR filed a réquest of reexamination in the United States Patent and
.Trademark Office, of the patents-in-suit. DDR moved to stay the lawsuit pending the outcome of any
reexamination.- On-December 19; 2006, the court administratively closed the case pending reexamination. The
court ruled that actions by defendants during the reexamination may not be used to argue willful infringement,
but the court reserved judgment on whether damages are tolled. On February 2, 2007, the Patent and
Trademark Office granted DDR’s requests for reexamination of the two patents-in—suit.

We intend to defend vigorously against the claims described above. We are unable to predict the outcome
of these proceedmgs or reasonably estimate .a range of possrble loss that may result. If any of these legal
proceedings were to result in an unfavorable outcome, it could have a material adverse effect.on us.

Item 4. Reserved.
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PART I

Item 5. Market for Reglstrant’s Common Equlty, Related Stockholder Matters and Issuer Purchases of
Equity Securltles

Market Informatlon

Our common stock trades on the New York Stock Exchange (“NYSE”) under the symbol “OWW” The
following table sets forth the high and low sales prices for our common stock for each of the penods o
presented:

- 2009 ' 2008

. _ S High =~ Low High -~ Low ...
Fourth Quarter . . . ... ... ... e e $8.11 $4.66 $6.05 $200
Third QUAIET . . . .. ;. v v ve et e ettt $6.76 $1.74  $7.63 $3.49
Second Quarter. ....:........ e S $2775  $125  $8.99 - $492

Frst QUAITET . .+« v v o i e e eve e et e e e e e e SN . .$439 $1.10 $8.66 - $4.51

Holders

As of February 24, 2010, there were approx1mate1y 53 holders of record of our common stock. Several
brokerage firms, banks and other institutions (“nominees”) are listed once on the stockholders of record listing.
However, in most cases, the nominees’ holdings represent blocks of ‘our common stock held in brokerage
accounts for a number of individual stockholders. As such, our actual number of stockholders is h1gher than
the number of registered stockholders of record.

Dividends

_We did not declare or pay any cash dividends on our common stock during the years ended December 31,
2009 or December 31, 2008, and we do not intend to in the foreseeable future. Any future determination to
pay dividends will be at the discretion of our board of directors, may require the consent of Travelport and
will depend on several factors, including our financial condition, results of operations, capital requirements,
restrictions contained in existing and future financing instruments and other factors that our board of directors
may deem relevant.

Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information as of December 31, 2009 with respect to shares of our common
stock that may be issued under our equity compensation plans.

Number of Securities

Remaining Available for
Future Issuance Under
Number of Securities to be Weighted Average Equity Compensation Plans
- Issued Upon Exercise of Exercise Price of (Excludmg Securities
Plan Category ’ Outstanding Options Outstanding Options Reflected in First Column)
Equity compensation plans approved
by security holders .. .......... 4,236,083 $9.46 3,222,601
Equity compensation plans not - ' '
approved by security holders. . . . . — — —
Total .......... . 0o, 4,236,083 $9.46 3,222,601

|
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Performance Graph

The following graph shows the-total shareholder return through December 31,-2009 of an investment of
$100 in cash on July 20, 2007 (which is the first date that our common stock began trading on the NYSE) for
our common ‘stock and an investment of $100 in cash on July 20, 2007 for (i) the S&P MidCap 400 Index and
(ii) the Research Data Group (“RDG”) Internet Composite Index. The RDG Internet Composite Index is an
index- of stocks representing the Internet industry, including Internet software and services companies and
e-commerce companies. Historic stock performance is not necessarily indicative of future stock price
performance. All values assume reinvestment of the full amount of all d1v1dends and are calculated as of the
last day of each month.

COMPARISON OF 30 MONTH CUMULATIVE TOTAL RETURN
Among Orbitz Worldwide, Inc., the S&P Midcap 400 Index |
and the RDG Internet Composite Index .
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Issuer Purchases of Equity Securities

The following table sets forth:repurchases of'our common-stock during the fourth quarter of 2009:. .

- 7" Total Number of > - : ’ i
" Shares Purchased as Maximum Number of -
CoL ) Part of Publicly  Shares That May Yet be
Total Number of ©  Average Price’ Announced Plans or  Purchased Under the

Period .. ) ‘- .‘ s ’; ) . = Shares Purchaséd(a) : Paid Per Share ; .. Programs(b) ‘Plans or Programs(b)
October 1, 2009 to October 31, 2009. . . . . Ul T e
November 1, 2009 to November 30, 2009. . 34 L
December 1, 2009 to December 31, 2009 . . = = — —
Total 3_if $6_ﬁ

(a) Represents shares of our-common st(.)ckviransfe'rred to us from employees in satisfaction of minimum tax
withholding obligations associated with ‘the vesting of restricted stock during the period. These shares are
held by us in treasury. '

(b) During the fourth quarter of 2009, we did not have a publicly announced plan or program for the ';repur-
chase of our common stock. o

Item 6. Selected Financial Data.

The selected financial data presented in the table below is derived from our audited consolidated financial
statements. This data should be read in conjunction with Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of ‘Operations,” and our consolidated financial statements and notes thereto
included in Item 8 of this Annual Report on Form 10-K. ' .

Prior to the completion of the initial public offering (“IPO™) of shares of our common stock in July 2007,
we had not operated as an independent standalone company. As a result, our consolidated financial statements
have been carved out of the historical financial statements of Cendant for the period prior to the Blagkstone
Acquisition and out of the historical financial statements of Travelport for the period subsequent to the
Blackstone Acquisition. In connection with the Blackstone Acquisition, the carrying values of our assets and
liabilities were revised to reflect their fair values as of August 23, 2006, based upon an allocation, of the
overall purchase price of Travelport to the underlying net assets of the various Travelport affiliates acquired.
Selected financial data is presented below on a “Successor” basis (reflecting Travelport’s ownership of us) and
“Predecessor” basis (reflecting Cendant’s ownership of us) and has been separated by a vertical line to identify
these different bases of accounting. :

Our historical consolidated financial statements do not reflect what our financial position, results of
operations and cash flows would have been had we operated as a separate, standalone company without the
shared resources of Cendant in the Predecessor periods and Travelport in the Successor periods. In addition,
Cendant acquired ebookers in February 2005. As a result, our consolidated financial statements for the year
ended December 31, 2005 include the financial condition, results of operations and cash flows of ebookers
since February 2005.
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.- SELECTED FINANCIAL DATA
(in millions, except share and per share data)

Period from |Period from
) - August 23, | January 1, - o
. . . 2006 to 2006 to .. Years Ended
.Years Ended, December 31, December 31,| August 22, . December 31,
2009 2008 2007 2006 2006  2006(2) 2005
Successor Successor’ Successor Successor | Predecessor .Combined Predecessor
Statements of operations data Rt ' » - . ST
Netxevenue ............... $ 7388 . 8708 . 859 $242 | $510.. $752 . % 686
Cost and expenses . e e . ‘ Coen e L .
Costof revenue ........... 7 . 138 . . 163 . 157 .38 75 113.. . 101
Sellmg, general and e . N ~ ' - o
adrmmstratlve e . _;_257 L2712 - 301 112 191 - 303 293
Marketing ,....,......... 215 310 - 302 89, | 188 277 224
Depre01at10n and o L . o S - ,
amortization . ... .. .. A 69 66 57 18 37 © 55 78
Impalrment of goodwill and . e S o o » '
intangible assets’. ... o000 0 332 0297 — 0 — i 122 122 400
Total operating expenses . . . . . . . 1,011 1,108 817 257 | 613 7 870 1,096
Operating (loss) income . . .. .. 273) (238) - 42 - 15) S (103) © T (118) (410)°
Other (expense) income
Net interest_‘expense_. e o o7 L (63,) B ) B ) - (18) . ,,.(2_7) . (22‘)>
Gain on extinguishment of ’ o l . ‘
debt.................. 2 — — — = — .
Other income, net. . ........ — — — — 1 1 2
Total other (expense) ......... (55) 63) (83) ) an 26) (20
Loss before income taxes. . . . .. (328) - (301) “41) (24) ) (120) (144) 430)
Provision’ (beneﬁt) for income - A o e ’ S E . : 7
BAKES . e e et e or9 (2) 43 - SIS B | 1 2 el (42)
Net loss .. e, ’ Lo (337 *(299) (84 (25 " (121) U (146) - - (388)
Less: Net income affributable to* ~ -~ o o o -
" noncontrolling interest... .: .. . — S S (1) — — — —
Net loss’ attrlbutable to Orbitz o o ‘ ' ‘
Worldwide, Inc. . ... 5.....% - (337)$- - (299) $ - (85 - $(25) $(121) $(146)  $ (388)
i A Perlod from B
Years Ended . o 18,
_December 31, = pecember 31,
2009 . _ 2008 2007
Net loss attnbutable to Orbltz s
~ Worldwide, Inc. common _ : ‘ o
‘shareholders .. .. Do $ (B3NS (2993 - (42)
Net loss per share attnbutable - : ' o
to Orbitz Worldw1de, Inc.
common shareholders —
_ basic 'and dJluted o
‘Net loss per share attributable
to Orbitz Worldwide, Inc.
common shareholders . . ... $ “4.0D$. (3.58) % (0.51)
Welghted average shares : ,4 . o o o ) _
o outstandmg. oo . 84,073,593 83,342,333 81,600,478
Cash d1v1dends declared per : . . :
common share. . . ......... . = — L —
K .
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o As of December 31, B
2009 -, 2008 - 2007 2006 2005

Successor  Successor  Successor Successor | Predecessor
Balance sheet data: | e ‘
Cash and cash equivalents . . . . . . .. e $ 8 $ 31 $ 25 $ 18 $ 28
Working capital (deﬁcnt)(b) ....... e Sie. (250) 7 - (258) (301) (283) (259)
Total assets .. ......... D coeve. 1,204 17,59_0: - 1,925 2,061 2,060
Total long-term debt . ...................... 598 608 594 . e
Total shareholders’ equity/invested equity. . . .. .. . © 130 .~ 438 738 . 1 267 e 1,424

(@) The combined results of the Successor and the Predecessor for the periods in 2006 are not necessanly
comparable due to the change in basis of accounting resulting from the Blackstone Acquisition and the
associated change in capital structure. The presentation of the results for the year ended December 31,

" 2006 on this combined basis does not comply with generally accepted accounting principles in the U.S.
(“GAAP”); however, we believe that this provides useful information to assess the relative performance of
our businesses in the periods presented in the financial statements on an ongoing basis. The captlons
included within our consolidated statements of operations that are materially impacted by the change in.

. basis of accounting primarily include net revenue, deprec1at10n and amortlzatlon and impairment of -good-
~will and intangible assets.

(b) Defined as current assets less current liabilities.

Item 7. Management’s Discussion and Analysis of Financial Condition and Result_s of Operations.
EXECUTIVE OVERVIEW A
Ge;eral

We are a leading global online travel company that uses innovative technology to enable leisure and . .
business travelers to search for and book a broad range of travel products and services. Our brand portfolio -
includes Orbitz, CheapTickets, The Away Network, and Orbitz for Business in the Americas; ebookers in
Europe; and HotelClub based in Sydney, Australia, which has operations globally. We prov1de customers with
the ability to book a comprehensive set of travel products and services from suppliers worldwide, including air
travel, hotels, vacation packages, car rentals, cruises, travel insurance and destination services such as ground .
transportation, event tickets and tours. Our strategic focus is on driving global hotel transaction growth. See
Item' 1, “Business — Company Strategy” for a d1scus31on of our strateglc ‘initiatives.

We generate revenue primarily from the bookmg of travel products and services on our websites. We
provide customers the ability to book travel products and services on both a standalone basis and as part of a
dynamic vacation package, primarily through our merchant and retail business models. Under our merchant
model, we generate revenue for our services based on the difference between the total amount the customer
pays for the travel product and the negotiated net rate plus estimated taxes that the supplier charges us. for that
product. Under our retail model, we earn commissions from suppliers for airline tickets, hotel rooms, car
rentals and other travel products and services booked on our websites. In addition, undeér both the merchant
and retail business models, we may, depending upon the brand and the travel product, earn revenue by ‘
charging customers a service fee for booking their travel reservation on our websites (see “Industry Trends”
below). We- also receive incentive payments for a1r car and hotel segments that are processed through a global
distribution system (“GDS”)

We also generate advertising revenue through our partner marketing programs. These programs provide’
access to our customers through a.combination of display advertising, performance-based advertising and other
marketing programs. In addition, we generate revenue from our private label and hosting businesses. We earn
revenue from our private label business through revenue sharing arrangements for travel booked on tlurd~party
websites. We earn revenue from our hosting business through-license or fee arrangements.

¢
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. We took significant steps.in 2009 to.improve our customer value.proposition by launching Total Price
hotel search-results and Orbitz Hotel Price Assurance, both of which are industry-leading innovations.. We also
remoyved- our-hotel change and cancellation fees and reduced booking fees on hotels booked through
Orbitz.com and CheapTickets.com. We believe these improvements to our global hotel offering deliver value -
to our customers and should i improve our competmveness over time.

In 11ght of current economic and industry conditions, we are also focused on improving our operatmg and
marketing efficiency, simplifying the way we do business, and continuing to innovate. In late 2008 and in
2009, .we lowered our cost structure by reducing our global -workforce and use of .contract labor and by. cutting
various otlier operating: and capital costs. We.also completed the launch of a common technology platform: for
all of our ebookers websites in Europe. We:will continue to focus on opportunities to further streamline:our: .
cost structure. We believe these actions will position us to more effectively compete in: this challengmg
envuonment

Industry "Il'ends‘ 7 |

The econonuc recess1on significantly impacted the travel 1ndustry durmg 2009 As demand for air travel
continued to be weak; certain domestic and international airlines reduced capa01ty and reduced ticket pnces in’
2009 to levels' s1gmﬁcant1y below 2008 levels to drive volume: We expect airline capa01ty to increase
nominally in 2010 as compared with 2009. However, bankruptcies and conisolidation‘in the airline industry
could result in further capacity reductions, which would reduce the number of a1r1me tlckets avaﬂable for ‘
booking on online travel companies’ (“OTCs”) websites. i

In 2009, certain OTCs who historically charged booking fees, including us, eliminated bookmg fees on
most, if not all, flights and reduced booking fees on hotels. We believe these fee actions will-be permanent. -
The elimination of air booking fees on OTCs’ websites has significantly reduced the net revenue that OTCs
generate from alrhne tickets. We were able to offset most of the impact of the fee reduction in 2009 through
our cost reductions, our 1mproved marketing efﬁc1ency and the i increase in air transactions we have
experienced since removing fees.

- Fundamentals in the U.S. botel industry appear to be stabilizing but continue to be weak. Hotel occupancy
rates and average daily rates (“ADRs”) continued to decline in 2009 We believe that hotel suppliers .will
maintain 2010 ADRs at levels similar to 2009. in -an attempt to increase hotel.occupancy, Fundamentals in the.
European and Asia Pacific hotel industries are also weak. Lower ADRs reduce the net revenue that OTCs earn
on hotel bookmgs : s ;

" The economic recession has also 31gn1ﬁcant1y 1mpacted the car rental mdustry As a result of lower
demand for air travel, demand for car rentals declined in 2009. In addition, car rental companies reduced their
rental.car fleets in 2009, which resulted in a significant increase in ADRs for domestic car rentals. This -
increase in ADRs partially offset the negative impact of reduced demand for car rentals. In 2010, we expect
demand for car rentals to improve as car rental companies increase their fleet sizes and demand for air travel
improves.

We believe that our gross bookings and net revenue for the years ended December 31, 2009 and
December 31, 2008 were significantly negatively impacted by the economic and industry conditions described
above. Although we have begun to see initial signs of a recovery in the economy and industry fundamentals,
we expect weak economic conditions will continue to impact our gross bookings and net revenue in 2010. In
response to economic and industry conditions, in late 2008 and in 2009, we lowered our cost structure by
reducing our global workforce and use of contract labor and by cutting various other operating and capital
costs. In 2009, we also significantly restructured our approach to marketing, placing greater emphasis on
attracting more traffic to our websites through-search engine optimization (“SEO”) and customer relationship
management (“CRM”) and i unprovmg the efficiency of our search engine marketing (“SEM”) and travel
research spending.

The growth rate of online travel bookings in the domestic market has slowed due to both the maturity of
this market and weak economic conditions. Going forward, we believe that growth rates in the domestic online

¢
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travel market will be more closely aligned with the growth rates of the overall travel industry. Internatlonally,
the online travel 1ndustry continues-to benefit from: rapldly increasing. Internet usage and growing acceptance
of online booking. We expect international growth rates for the online travel industry will continue to outpace
growth rates of the overall travel industry. - ’ ’

We believe that OTCs will continue to focus on differentiating themselves from supplier websites in a
variety of ways, including offering customers the ability to selectively combine travel products such as air, car,
hotel and destination. services-into dynamic vacation packages. Through dynamic vacation packages, we make
certain products -available to our customers-at pricesthat are generally lower than booking each travel product
separately. We foresee growth potential for OTCs for these types of services, particularly since travelers are
increasingly price-sensitive. Our net revenue:per transaction is generally higher for dynazmc vacation packages
than for travel products booked separately. = - : ‘ S

OTCs make significant investments in marketing through both online and traditional offline channels. Key'
areas of online marketing include SEM, travel research, display advertising, affiliate programs and email
marketing. Search engine marketing costs have been rising in the U.S. over time, although to a lesser extent in
the current economic environment, and competition for search-engine key words continues to be mtense If
these trends continue, we could experience lower margins or declines in transaction growth rates. We are
actively pursumg strategies to improve. the efﬁmency of our marketing efforts. These strategles include
increasing the amount of non-paid.traffic coming to our websites through SEO and customer relatlonshxp
management and elmnnatmg unproﬁtable SEM and travel research spendmg Our retailing efforts are des1gned'
to improve conversion and ultimately reclaim prev1ously unprofitable SEM and travel research transactlons -on
a proﬁtable basis.

RESULTS OF OPERATION S.

- This Management s Discussion’and Analys1s of Financial Condition and Results of Operations should be
read-in con_]unctlon w1th our accompanylng consolidated ﬁnanc1al statements and relatéd notes. :

Key Operating Metrics

Our operating results are affected by certain key metrics that represent overall transaction activity. Gross
bookings and net revenue are key' metrics that drive our business. Gross bookings is defined as the total -~
amount paid by a consumer for travel products booked under both the merchant and retail models: Net revenue
includes: commissions earned from suppliers under our retail model; the difference between the total amount
the customer pays .us for a travel product and the negotiated net rate plus estimated taxes that the supplier
charges us for that travel product under our merchant model; service fees earned from customers under both
our merchant and reta11 models; advertlsmg revenue and certam other fees and commlssmns

Gross bookings provide insight into changes in overall travel demand both 1ndustry <wide ‘and-on our
websites. We track net revenue trends for our various brands, geographies and product categories to gain
insight into the performance of our business across these categories.
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_ The table below shows our-gross bookings and net reveénue for the years énded December 31, 2009, -
December 31, 2008 and December 31, 2007. Air gross. bookings are: comprised of stand-alone air gross
bookings, while non-air gross bookings are comprised of gross bookings from hotels, car rentals, dynamic.
vacation packages (which include -a combination .of travel products, such as air, hotel and car reservations),
cruises, destiniation services and.travel insurance. Air net revenue is comprised of net revenue from stand-alone
air bookings, while non-air net revenue is compnsed of net revenue from hotel bookings, dynarmc vacation
packages advert1s1ng and medra and other sources.

Years Ended o o ' Years Ended )
December 31, $ % : December 31, ) A A
72009  2008. Change Change(a) = 2008 2007  Change' Change(a)
cwe (in millions) * - o (in millions) C- .

Gross bookings (b) - ' '

Domestic ' o ) _ L . 4
Air..... [P $ 6445 $ 6,810 $(365) . . (5)% . $ 6810 $ 7,111 $301). (4%
Non-air.......... e 2 2297 2324 2Ty (D% 2324 2282 42 2%

bookings ... ... . c. 8742 0 79,134 (392) - (H%- 9,134 9393 1 (259) - (3%

International ) ' , '

Air. .o 904 L073 .. (169) - (16)% - 1,073 . 853 220 - 26%
Non-air. . ... cowiin... . 503 .:: 601 (98) - (16)% . . 601 ‘-~ 545: 56 _10%
Total 1ntemat10na1 gross o S B c , o
bookmgs D . [/ 674 267) © (16)% _ 1,674 1,398 276 20%

Total gross bookings . ... ...  $10,149 $10, 808 $(659) - - _(6)%. $10,808 $10,791 .$ 17 —

Net revenue »

Domestic . : C ‘ o . N
Air....... ... ..., $ 214 §$ 297 - $(@63) - (23)% $ 277 $ 305 $ (28 (9%
Non-air....v.......... 371 409 B8 9% __ 409 374 35 9%

Total domestic net ‘ , S I . N
» revenue e '5857 686, (101) | (15% 686 679 7 ,1;%

Internatlonal ' ' ' o
Alr ... ... o 56 62 (6) (10)% 62 70 ®) (12)%
Non-air. .. ...... e 9T 122 _25) (0% __ 12 __ 110 12 11%

Total international net . . .~ .. - - : : o
IEVENnUe .. ......... 153 184 (31) (D% __ 184 180 4 2%

Total net revenue (¢) . ... .. $ 738 $ 870 $(l32) (5% $ 870 $ 859 § 11 1%

(a) ‘Percentages are calculated on unrounded numbers.

(b) Gross bookings data for the year ended December 31, 2007 in the table above excludes Travelbag,
.offline UK. travel subsidiary that we sold in July 2007

(c) For the'years ended December 31, 2009, December 31; 2008 and December 31,2007, $ll7 million, -
$117 million and $116 million of our total net-revenue, respectively, was attributed to incentive payments
~earned for air, car and hotel segments processed through global distribution systems. g

7

Comparison of the yearvende‘d December 31, 2009 to the ‘yc‘var‘e_nded December-3£],ﬂ2_00'8_
Gross Bookings ‘ - ' ' .

.For our domestic busmess, which is compnsed prmmpally of Orbitz, CheapTickets and Orbltz for
Business, total gross bookings decreased $392 million, or 4%, during the year ended December 31, 2009 from

¢
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the year ended December.31, 2008. Of the $392 million decrease, $365 million' was due to a decrease in
domestic air.gross bookings; which was driven by a lower average price per airline ticket, partially offset by
higher transaction volume. Transaction volume increased primarily due to the.removal -of booking fees:in April
2009 on most flights booked through our Orbitz.com and.CheapTickets.com websites and lower air fares. The
lTower- average pnce per airline ticket was prrmanly due to lower.fuel prices .and. weaker -demand for air travel. -

Non -air gross bookmgs decreased $27 rmlhon or 1% during the year ended December 31, 2009 from the
year ended December 31, 2008. This decrease was primarily driven by lower gross bookings for hotels and car
rentals, partially offset by higher gross bookings for dynamic packages. Gross bookings for hotels decreased
due to a- significant decline in ADRs for hotel rooms.and a significant reduction in hotel booking fees charged
on our ‘websites, which was- partially offset by higher transaction volume. During this period of weak travel
demand, most hotel suppliers have tried to stimulate occupancy by reducing hotel room rates.. Gross bookings
for car rentals decreased due to lower transaction volume, partially offset by a higher average price per
transaction. The average price per transaction increased primarily due to a reduction in rental car fleets, which
was partially the result of limited access to financing by car rental compames Volume for dynamic packaging
increased due to a general shift in traveler preference towards' ‘dynamic packaging, from stand-alone travel
products, because of the value offered through packaging. Higher dynamic packaging volume was partially
offset by a lower average price.per transaction due mainly to a decline in hotel ADRs and a decline in airline
ticket prices. :

- For our international business, which ‘is comprised principally of ebookers and HotelClub, total gross
bookings decreased $267 million, or 16%, during the year ended December 31, 2009 from the year ended
December 31, 2008. Of this decrease, $166 million was due to foreign currency fluctuations. The remaining
$101 million decrease was due to a $58 million decrease in air gross bookings and a $43 ‘million decrease in
non-air gross bookings. The decrease in air gross bookmgs was pnmanly due to a lower average prrce per
airline ticket driven by lower demand for air travel and-a shift in customer preference towards low’ cost carriers
and short-haul flights.

The decline in non-air gross bookings was primarily driven by a significant decline in hotel gross
bookings for our HotelClub brand, and to a much lesser extent; a decline in gross bookings for car rentals for -
our ebookers brand. For our HotelClub brand, lower transaction volume in Europe and lower average price per
transaction, due to lower ADRs for hotel roomis and lower average length of hotel stays, drove the decrease in
- hotel gross bookings. The decrease in gross bookings for car rentals was due to lower transaction volume. An
inctease in gross bookings for dynamic packaging for our ebookers brand partially offset the decline i in gross
bookmgs for hotels and car rentals.

Net Revenue — See discussion of net revenue in the Results of Operatio.n_,s section below.
Comparzson of the year ended December 31, 2008 to the year ended December 31, 2007
Gross Bookings

For our domestic busrness total gross bookmgs decreased $259 million, or 3%, dunng the year ended
December 31, 2008 from the year ended December 31, 2007. Of the $259 million decrease, $301 rmlhon was
due to a decrease in'domestic air gross bookings, 'which was driven by lower transaction volume as a r_esult of
the adverse impact of economic conditions on air traveler demand, capacity-reductions and ‘cur reduction in
online marketing expenditures. A higher average price per airline ticket, due to hlgher fuel prices dunng ‘the
majority of 2008 and capacity. reductions, partially offset the decrease in volume:. :

Non—alr gross bookmgs 1ncreased $42 million, or 2%, during the year ended December 31, 2008 from the
year ended -December 31, 2007. This increase was primarily driven by higher gross bookings for dynamic
packaging. Gross bookings: for dynamic packaging increased due to higher transaction volume and a higher-
average price per dynamic package. An increase in the average price per airline ticket included in a dynamic
package primarily drove the higher average price per dynamic package. A decrease in gross bookings for car
rentals and ‘hotels partially offset this increase: Lower transaction volume, offset in part by a higher average
price per transaction, drove the decline in gross bookings for car rentals and hotels. The higher average price.

‘¢
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per transaction for domestic hotel gross bookings was mainly due to growth in ADRs through August of 2008,
as we experienced a s1gn1ﬁcant decline in ADRs in the fourth quarter of 2008.

" For our 1nternat1onal busmess total gross bookmgs increased $276 mllllon or 20% durmg the year ended
December 31, 2008 from the year ended December 31, 2007. Of this increase, $28 million was due to fore1gn
currency fluctuations. The remaining $248 million increase was, due to a:$204 million increase.in air gross
bookings-and a $44 million increase. in non-air:gross bookings. The increase in: air gross.bookings primarily.
resulted from a higher average price per airline ticket, due in part to higher: fuel prices during the majority of
2008, and hlgher transaction volume. . I P .

The growth in non-air gross bookings was primarily driven by increases in.gross bookings for dynamic
packaging, and, to a lesser extent car rentals A declme in gross bookmgs for hotels due to lower transaction,
volume part1ally offset these 1ncreases N

Net Revenue — See discussion of net revenue in the Results of 0perat10ns sectlon below

Results. of 0perat10ns
Comparison af the year ended December 31, 2009 to the year ended December 31, 2008

- Years Ended L :
December 31, $ A
2009 2008 Change _Change(a)
. - (in millions) '

Net revenue S S
Al oo e e $ 270 $ 339 $ (69) 21)%
Hotel . .. .o e il R et i 184 0239 . (55) . .(23)%
Dynamic Packagmg T e RN G W 114" -3 3%
Advertising and'media . . ......... e e e 60 60 - — .
Other................ e Lo 1970 1180 (1) - (9%

Total net revenue . . . . .. [P e e e e ree e eeeaae T38 870.. (132)  (15)%

Cost and expenses I R o
Cost of revenue .. .......: e e e, 138 163 25 .. (5%
Selling, general and administrative . ... .... .. ... 5. mi.. o 257 272 . (15) ()%
Marketing ................. B e e v o 215050 3100 0 (99) - L(B3D%
Depreciation and amortization . ................ ..ot 69 66 3 4%
Impalrment of goodwill and lntanglble assets ....... S 0332 0 0297 35T 12%

Total operatmg expenses e S R TP o 1,011‘:_" . 1,1,08 ’(9’7)' ) ﬁ)%

Operating (loss) .. ... .. .....ovannin. P e e . (273): ©  (238) 35): * 14%

Other (experise) income S o o o :
Net inferest expense. ... ........... e e RN 6Y)) 63 - 6  ®%
Gair on extinguishment of debt ....% .. ... SRR o2 =2

Total other (expense) . .. ... e (55) (63) 8 T (12)%

Loss before income taxes . . ....... e, (328) - (301).,_». Q7 . 9%

Provision (benefit) for income taxes ... . : e P O - .9 . (2) |

Net loss attributable to Orbitz Worldwide, Inc.’ . I $ (337) $ (299) $ (38 © 13%

As a percent of net revenue(a) v '
CoSt Of TEVEIUE . . . .o i ettt ettt e et et eeeneans 19% 19%

Selling, general and administrative - expense. e e e 1 35% 0 31% =
Marketmg expense ........... W AN Coo e f:’-29% U36%
**  Not meaningful. . . s
-(a) Percentages are calculated on unrounded numbers ' Lot :
/
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Net Revenue

Net revenue decreased $132 mllhon or 15% to $738 rrulhon for the year ended December 31 2009 from
$870 million for the year ended December 31 2008

Air. - Net revenue from air bookrngs decreased $69 million, or 21%, to $270 million for the year ended
December 31, 2009 from $339 million for the year ended: December 31, 2008. -Foreign currency fluctuations -
drove $6 million of this decrease.  The decrease in net revenue from air bookings, excluding the impact of
foreign currency fluctuations, was $63 million.

Domestic air net revenue déclined $76 million due to lower average et revenue per airline ticket. Net
revenue per airline ticket declined primarily due to the elimination of booking fees in April 2009 on most
flights booked through our Orbitz.com and CheapTickets.com websites and to a much lesser extent, due to a
reduction in paper tickets and an increase in refunds issued for Orbitz Price Assurance®™ due to the full year
impact of the program, which we launched for flights in June 2008. This decrease was partially offset by a
$13 million increase in domestic air net revenue due to higher transaction volume, which resulted primarily
from the removal of booking fees and lower air fares.

International air net revenue remained flat (excluding the impact of foreign currency fluctuations)
primarily due to lower net revenue per airline ticket, offset by higher transaction volume. The decrease in net
revenue per airline ticket is primarily due to lower average air fares, which impact the net revenue per ticket
for our merchant air transactions, and a shift in customer preference towards low cost carriers and short-haul
flights.

Hotel. Net revenue from hotel bookings decreased $55 million, or 23%, to $184 million for the year
ended December 31, 2009 from $239 million for the year ended December 31, 2008. Foreign currency
fluctuations drove $8 million of this decrease. The decrease in net revenue from hotel bookings, excluding the
impact of foreign currency fluctuations, was $47 million. :

A decrease in average net revenue per transaction resulted in a $31 million decrease in domestic hotel net
revenue. Average net revenue per transaction decreased primarily due to lower ADRs, a significant reduction
in hotel booking fees charged on our websites and a reduction in hotel breakage revenue. This-decrease was
partially offset by a $2 million increase in domestic hotel net revenue due to higher transaction volume, which
resulted primarily from the reduction in hotel booking fees and lower ADRs. ~

The decrease in international hotel net revenue of $18 million (excluding the impact of foreign. currency
fluctuations) was primarily driven by lower volume and lower average net revenue per transaction for our
HotelClub brand. Lower volume drove $10 million of the decrease in international hotel‘net revenue. The
decline in volume was driven by poor performance of HotelClub in Europe and more intense competition in
the industry. Lower net revenue per transaction, which resulted from lower ADRs, lower average length:of
hotel stays and a shift in the geographic mix of bookings at HotelClub towards markets where average
booking values are lower and where we earn lower margins, drove $8 million of the decrease in international
hotel net revenue. -

Dynamzc packaging. Net revenue from dynamic- packaging bookings increased $3 million, or 3%, to
$117 million for the year ended December 31, 2009 from $114 million for the year ended December 31, 2008.
Foreign currency fluctuations decreased dynamic packaging net revenue by $1 million. The increase in net . -
revenue from dynamic packaging bookmgs excluding the impact of foreign currency ﬂuctuatlons was
$4 million.

Lower average net revenue per transaction drove a $23 million decrease in domestic net revenue from -
dynamic packaging, which was partially offset by a $20 million increase in volume. Net revenue per ,
transaction decreased mainly due to lower ADRs, a significant reduction in hotel booking fees charged on our
websites and a reduction in hotel breakage revenue. Volume for dynamic packaging increased due to a shift in
traveler preference from stand-alone travel products towards dynamic packaging. ’
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The increase in international net revenue from dynamic packaging (excluding the impact of foreign -
currency fluctuations) was $7 million: Net revenue from dynamic packaging increased-due to higher
transaction volume, which was partially offset by lower average net revenue pér transaction.

Advertising and media. Advertising and.media net revenue remained flat. at $60-million for each .of the
years ended December 31, 2009 and December 31, 2008 due to a general reduction in online display -
advertising spending by companies and our focus on driving:transaction growth and optimizing our mix of
advertising, media and transaction revenue during 2009.

We have historically derived a portion of our advertising revenue from thifd party referral programs,
specifically membership discount programs. During the years ended December 31, 2009 and December 31,
2008, reyenue from third party referral programs, was $14 million and $16 million, respectively. We expect the
revenue that we earn from these programs. to significantly decline in 2010, and we are actively seeking out
opportunities to offset some or all of this revenue decline over time.

Other.  Other net revenue is comprised primarily of net revenue from car bookings, cruise bookings,
destination services, travel insurance and our hosting business. Other net revenue decreased $11 million, or
9%, to $107 million for the year ended December 31, 2009 from $118 million for the year ended December 31,
2008. Foreign currency fluctuations decreased other net revenue by $3 ‘million. The decrease in other net
revenue, excluding the impact of foreign currency fluctuations, was $8 million.

A decline in global car net revenue and travel insurance net revenue primarily drove the decrease in other
net revenue. The decline in car net revenue was driven by lower volume, partially offset by higher net revenue
per car booking. More favorable agreements with certain car rental suppliers:and decreased inventory available
from suppliers drove the higher net revenue per car booking. The decrease in travel insurance revenue was
primarily due to lower air fares and lower incentives, partially offset by an increase in air and dynannc
packaging transaction volume.

We have historically hosted and managed portions of third-party websites, and as a result, we earned
$12 million of net revenue from our hosting business during each of the years ended December 31, 2009 and
December 31, 2008. We expect net revenue derived from our hosting business to decline by over 50% in 2010
due to the termination of one of our hosting agreements in 2010.

Cost of Revenue

Our cost of revenue is primarily comprised of costs to operate our custemer service call centers, credit
card processing fees, and other costs such as ticketing and fulfillment,. customer refunds and charge-backs,
affiliate commissions and connect1v1ty and other processmg costs. o ;

' ' ' C : Year's E‘ndedr
2009, . 2008 .. Change Change(a)
(in ulilli_ous)

Cost of revenue

Customer Service CostS. ... ... vvet et $53 $ el $ (8 (13)%
Credlt card processmg fees. cel . Sl 40 42 @ MN%
Other.............. L e 45060 (15 (23)%

Total cost of revenue. . . .. ... SR T o il . $138 . $163 - $(25) (15)%
(a) Percentages are calculated on unrounded numbers. o -

" The decrease in cost of revenue was pnmanly dnven by an $8 million decrease in customer service costs
a$2 Imlhon decrease in credit card processing. costs, an $11 rmlhon decrease in customer refunds and charge-
backs and a $2 mﬂhon decrease in tlcketlng and. fulﬁllment costs.

Customer service costs decreased primarily: due to cost sav1ngs driven by: reductlons in headcount and
contract labor and increased automation of the handling of customer:service calls. In the second half of. 2009,
we increased our customer service staffing levels to support the higher volume of air transactions we have

‘
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generated. since ‘the -elimination of booking fees in April 2009 on most flights booked through our Orbitz.com
and CheapTickets.com ‘websites: The decrease in credit card processmg costs was prlmanly due toa dechne in
our merchant gross bookings -and.air booking: fees. : B

During the year ended Deceriber 31; 2008, we had a higher: level of charge-backs primarily due to
sharply higher fraudulent credit card usage at one of our internationl 1ocat10ns To address this issue, we
installed new revenue protection software and instituted tlghter security measures during the second quarter of
2008. As a result, we have experienced a significant decline in' charge-backs sirice that time. Customer refunds
also decreased, primarily due to our efforts to unprove the customer expenence which have reduced the
number of incidents.in which customer refunds were requlred

. Tlcketlng and fulfillment costs decreased as the 1ndustry continues to move towards electromc t1cket1ng to
meet the International Air Transport Assocratlon mandate to e11mmate paper t1ckets

Selltng, General and Admtmstrattve

Our selhng, general and admrmstratlve expense is prrmanly compnsed of wages. and beneflts contract .
labor costs, and network communications, systems maintenance .and equipment costs. '
I Years Ended - '

’ December 31, . $. A
2009 2008 - Change  Change(a)
(in millions) R

Selling, general and adnﬁnisiratiyé_ Ce

Wages and benefits(b) . $,160 3160 $— —— o

Contract labor(b) . .. . . ... .. L s a3y L 8%
Network commumcations, systems maintenance and equipment. . 27 33 ()] (20_)%
Other... ... .. e 49 45 4 %
- Total selling, general, and administrative . . ............. $257 $272  $(5) _(5)%

(a) Percentages are calculated on unrounded numbers.

(b) The amounts presented above for wages and benefits and contract labor are net of amounts capitalized.

The decrease in selling; genéfal and administrative expense was primarily driven by a $13 million
decrease in-contract labor costs, a-$6 million decréase in network communications, Systems maintenance: and’
equipment costs, a $3 million decrease in travel expenses and a $2 million decrease in professional fees; -
partially offset by the absence-of $14 million of income recorded in 2008 as a result of the reduction in the
present value of our tax sharmg 11ab111ty following a reduction in our effective state income tax rate (see
Note 9 —- Tax Sharing Liability of the-Notes to Consolidated Financial Statements). The remaining decrease in
selling, general and administrative ¢ expense is due to decreases in foreign currency losses and other operatlng
expenses

Our network commumcatlons systems maintenance and equ1pment costs, our use of contract labor and
our travel costs decreased as a result of expense reductions we undertook to manage through the economic
recession and industry downturn. Professional fees decreased due to lower audit fées and lower tax consulting
costs as“a result of completing the post-IPO transition' to an in-house corporate tax department, partially offset
by higher legal fees.

Wages and benefits expense remained flat as the decrease in expense that resulted from global work force
reductlons that we undertook was partlally offset by total severance expense of $7 million and add1t10na1
equrty -based compensation expense of $2 rn1]110n that we incurred i in 2009 in connection w1th these work
force reductions and the departure of the Company s former Chief Executive Officer in January 2009 (sec

~ Note 15 - Severance of the Notes to-Consolidated Financial Stdtements). This decrease in wages and benefits

expense was further offset. by an:increase in the amount of employee incentive. compensatron expense incurred
in 2009.:. : : : B
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Marketing

Our marketmg expense is pnmanly compnsed of onhne marketing costs such as search and banner o
advertlsmg, and offline marketing costs, such as telev1sron, radio and print advertrsmg Our mvestment in .
online marketing is s1gmﬁcantly greater than our investment in Joffline marketmg Marketmg expense -
decreased $95 million, or 31%, to $215 million: for the year ended December 31, 2009 from $310 million for
the year ended December 31, 2008. . : .

Marketing expense for our domestic brands decreased $69 million, to $157 million for the year ended
December 31, 2009 from $226 million for the year ended December 31, 2008. -Marketing expense for our.
international brands decreased $26 million, to $58 million for the. year ended December 31, 2009 from
$84 nulhon for the year ended December 31, 2008 The decrease in marketmg expense for both our domestic
and 1nternat10nal brands was due to lower onhne and ofﬂlne marketmg costs. The decrease in onhne marketing
costs was pnmanly dnven by a change in our approach to onhne marketmg, placmg greater emphas1s on
attracting more traffrc ‘to our websites through SEO and CRM and improving the efficiency of our SEM. and
travel research spending: The decrease in offline marketing costs was mainly due to cost reductions taken by
us in order to manage through the economic recession and industry downturn. : s

Depreciation and Amortization

Deprecmtron and amortrzatlon mcreased $3 mllhon or 4%, to $69 million for the year ended
December 31, 2009 from $66 million’ for the year ended December 31, 2008 The increase in depreclatlon and
amortization was pnmanly due to the acceleratlon of deprecratron on certain assets whose useful lives were
shortened during the year ended December 31, 2009 and additional assets placed in service durmg the penod

Impairment of Goodwzll and Intangzble Assets :

Dunng the: three months ended March 31 2009 we expenenced a S1gn1ﬁcant declme in our stock pnce
competitive pressures, indicated potentlal impairment of our goodwﬂl and trademarks and trade names. As a
result, in connection with the preparation of our financial statements for the first quarter of 2009, we
performed an interim impairment test of our goodwill and trademarks and trade names. Based on the testing
performed, we recorded a non-cash impairment charge of $332 million, of which $250 million related to
goodwill and $82 million related to trademarks and trade names.

During the year ended December 31, 2008, in connection with our annual planning process, we lowered
our long-term earnings forecast in response to changes in the economic environment, including the potential
future impact of airline capacity reductions, increased fuel prices and a weakening global economy. These
factors, coupled with a prolonged decline in our market capitalization, indicated potential impairment of our
goodwill and trademarks and trade names. Additionally, given the economic environment, our distribution
partners were under increased pressure to reduce their overall costs and could have attempted to terminate or
renegotiate their agreements with us on more favorable terms to them. These factors indicated that the carrying
value of certain of our finite-lived intangible assets, specifically customer relationships, may not be
recoverable. As a result, we performed an impairment test of our goodwill, indefinite-lived intangible assets
and finite-livéd intangible assets. Based on the testing performed, we recorded a non-cash impairment charge
of $297 million, of which $210 million related to goodwill, $74 million related to trademarks and trade names
and $13 million related to customer relationships (see Note 3 — Impairment of Goodwill and Intangible
Assets of the Notes to Consolidated Financial Statements).

Due to the current economic uncertainty and other factors, we cannot assure that goodwillv, indefinite-
lived intangible assets and finite-lived intangible assets will not be further impaired in future periods.

. ‘
/
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Net Interest Expense

Net interest expense decreased by $6 million, or 8%, to $57 million for the year ended December 31,
2009 from $63' million for the year ended December 31, 2008. The decrease in net interest expense was
primarily diie to lower interest expense incurred on the Term Loan, which was primarily driven by lower
interest rates. A decrease i in interest expense accreted on the tax sharing 11ab111ty also contributed to the
decrease. These decreases were partially- offset by a decline in interest income earned. During the years ended
December 31, 2009 and December 31, 2008, $15 million and $18 million of the total net interest expense
recorded was non—cash, respecnvely.

Gain on Extmguzshment ‘of Debt . B T i

Dur1ng the year ended December 31, 2009, we purchased and retlred $10 million in principal amount of
the Term Loan. The prmcrpal amount of the Term Loan purchased (net of associated unafortized debt
issuance costs of almost nil) exceeded the amount we paid to purchase the debt (inclusive of miscellaneous
fees incurred) by $2 million. Accordingly, we recorded a $2 million gain on extinguishment of a portion of the
Term Loan during the year ended December 31; 2009. There was no gain on-extinguishinent of debt recorded
during the year erided December 31, 2008 (see Note 7 — Term Loa.n and Revolvrng Credit Facrhty of the -
Notes to Consolidated Financial Statements).:’ L S e

Provision (Benefit) for Income Taxes

We recorded a tax provision of $9 million for the year ended December 31, 2009 and a tax benefit of
$2 million for the year ended December 31, 2008 The provrsron for i income taxes for the year, ended -
December 31, 2009 was primarily due to a full valuation allowance estabhshed against the deferred taxkassets
of our Austraha based busmess (see Note 12 — Income Taxes of the Notes to Consohdated Financial
Statements). :

The tax benefit recorded for the year ended December 31, 2008 related to certain of -our international
subsidiaries. The amount of the tax benefit recorded during the year ended December 31, 2008 was ,
disproportionate: to the amount of pre-tax net loss ineurred:during that period primarily because we were not
able to realize any tax benefits on the goodwill impairment charge and .only a limited amount of tax benefit on
the trademarks and trade names impairment charge, which were recorded during the third quarter of 2008.



\

Compartson of the year ended December 31, 2008 to the year ended December 31, 2007
Years Ended’ -

-December 31, PRI SR A
2008 2007 Change - Change(a)
o ~ (in millions) e
Net revenue SR A _ Yoo ‘
~Alrc. ... N O e ~..$:339. $375. $ (36 - (10)%
Hotel ............. e e . e e eui %239 - 0235 0 0 4 0 2%
Dynamic packaging ................... ... ceeeee. 114105 0 9 9%
Advertising and media ............. e eeee.. 60 43 17 40%
Other . .....o.vvirennnann... e L1188 101 . 17 16%
Total netrevenue .. ......... ...ttt 870 859 - 11 1%
Cost and expenses o . D o )
Cost of revenue ................ e .. 163 157 . 6. 4%
Sellmg, general and adlmmstratwe e 2720 30100 (29) (10)%
Marketing. . .. ... .. e T L TP, RPN 310.. 302 . 8 . 3%
Depreciation and amortlzatlon. e e e e 66 ... 57 .. .9 .16%
Impairment of goodwill and intangible assets. . ... .......... ... 297 - — 297 ke
Total operating expenses. . ........ S eeeeeeee,.. 1,108 817 291 ~36%
Operating (loss) income . ............ A PP - (238) 0. 42 - (280) 0 - kx|
Other (expense) - e . : CoEn e : H o
Net interest expense .. ........ i e, SO0 T (63) 0 (83) 20 25)%
Total Other (EXPENSE) . . ... oo vovee e et e e e e (63) (83 20 (25)%
Loss before income taxes. . . ........ e P P (301 (41) . -(260) - ~xE
(Benefit) provision for income taxes .. ..... S P 2 43 . (@5 iooFx
Netloss........ e A S 0 (299 (84 ers) 0w
Less: Net income attributable to noncontrolling interest. ... ........0 . I — P, 1
Net loss attributable to Orbitz Worldw1de, Inc. Che e . ... 8 (299) $(85 - $Q214) R
Asa percent of net revenue(a) f » _ B o .
Costof revenue ....... e e e 19% 18%
Selling, general and administrative expense . . PR e 31%  35%

Marketlngexpense........................,_.}...'....‘...-. ' 36% 35%

*ok Not meaningful.

(@) Percentages are calculated on unrounded numbers

Net Revenue

Net revenue increased $11 million, or 1%, to $870 million for the year ended December 31, 2008 from
$859 million for the year ended December 31, 2007. As a result of the Blackstone Acquisition, .our net
revenue-during the year ended December 31, 2007 was reduced due to deferred revenue that was written off at
the time of the acquisition. Accordingly, we could not record revenue that was generated before the Blackstone
Acquisition hut not yet recognized at the time of the acquisition. The following discussion and analysis -
describes the impact on the comparability of net revenue year-over-year due to our 1nab111ty to'record this
revenue, and refers to these amounts as “purchase accounting adjustments.” :

v _Air. Net revenue from air bookings decreased $36 million, or 10%, to $339 million for the year ended
December 31, 2008 from $375 million for the year ended December 31, 2007. Foreign currency fluctuations
resulted in an increase of $2 million in air net-revenue. The decrease in net revenue from air bookings,

excluding. the impact of foreign currency fluctuations, was $38 million. :
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A decrease in domestic volume resulted in a $35 million decrease in air net revenue, which was partially
offset by a $7 million increase.in air net revenue driven by higher net revenue per air ticket. The decrease in
volume was partially due to increased competition and the adverse impact of economic conditions on air
traveler demand. The higher net révenue per air ticket was primarily due to an increase in service fees charged
on our Orbitz and CheapTickets websites, an increase in incentive revenue earned from GDS services provided
by Worldspan resulting from the re-negotiation of our GDS contract in July 2007, and a shift in our carrier -
mix. A reduction in paper ticket fees partially offset these increases, as the industry continues.to.move towards
electronic ticketing to ieet the International Air Transport Association mandate to eliminate paper tickets.:-

. Lower net revenue per air ticket and the impact of the sale of our offline U.K. travel subsidiary in July
2007 primarily drove the decredse in international air net revenue. Competitive pressures drove the decrease in
net revenue per air ticket. This decrease was largely offset by an increase in air net revenue resulting from
higher international volume. Co

 Hotel. Net revenue from hotel bookings increased $4 million, or 2%, to $239 million for the year ended
December 31, 2008 from $235 million for the year ended December 31, 2007. Fore1gn currency fluctuations
resulted in an increase of $1 million in hotel net revenue. In addition, hotel net revenue increased $4 million
year-over-year due to purchase accountmg adjustments, which reduced our net revenue by $4 million for the
year-ended December 31, 2007. The decrease in net revenue from hotel bookings, excluding the 1mpact of
foreign currency fluctuations and the purchase accounting adjustments, was $1 nulhon -

' ngher average net revenue per transaction, primarily due to an increase in merchant hotel mix, resulted
in a $7. million increase in domestic hotel net revenue. This increase was partially offset by a $6 million .
decline in domestic hotel net revenue due to lower volume, which resulted primarily from increased
competition and the adverse impact of economic conditions. International hotel net revenue decreased ;-
$2 nulhon due to lower volume

Dynamic packaging. Net'revenue from dynamic packagmg bookings increased $9 nulhon, or.9%; to
$114 million for the year ended December 31, 2008 from $105 million for the year ended December:31,-2007.
Of this increase, almost nil was due to foreign currency fluctuations.

Higher volume drove a $5 million increase in domestic dynamic packaging net revenue. The increase in
volume is largely .due-to an increase in supplier-driven sales promotions in 2008, enhancements we magde to -
our car packaging product during 2008 and a general shift in ttaveler preference from stand-alone travel
products towards dynamic packagmg International net revenue from dynamic packaging increased $4 m11hon

Advertising and media. Advert1smg and media net revenue increased $17 IILllllOIl or 40% to $60 Imlhon
for the year ended December 31, 2008 from $43 million for the year ended December 31 2007. Of this
increase, almost nil was dué to foreign currency fluctuations.

The increase in net revenue from advertising and media was primarily attributed to the launch of a new
advertising campaign during 2008 promoting a third party’s fee ‘membership programs. The terms of this
agreement were more favorable than the terms with our former membership program advertiser. Advertising
revenue also increased as a result of our contmued efforts to seek out new opportunities to further monetize
trafﬁc on our webs1tes

Other.  Other net revenue 1ncreased $17 Imlhon or 16%, to $118 n11111on for the year ended
December 31, 2008 from $101 million for the year ended December 31, 2007. Foreign currency fluctuations
resulted in an increase of $1 million in other net revenue. In addition, other net revenue increased $2 miiflion
year-over-year due to purchase accounting adjustmerits, which reduced our other net revenue by $2 'million-for
the year ended December 31, 2007. The increase in other net revenue, excluding the impact. of forelgn
currency fluctuations and the purchase’accounting adjustments, was $14 million. S

Domestic other net revenue increased due to .an increase in travel insurance revenue and net revenue: from
car bookings. The increase in travel insurance revenue was driven primarily by higher attachment rates for
travel insurance and more favorable economics resulting from the execution of a new agreement with our
travel insurance provider, which was effective in 2008. The increase in net revenue from car bookings:was -

‘
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mainly due to an increase in average net revenue: per car booking, primarily driven by the re-negotiation of
contracts with certain car suppliers during the second quarter of 2008 Lower car volume partrally offset the
higher average net revenue per transaction. =

Intemaﬁonal other net revenue 1ncreased prrmarrly due to an mcrease in travel 1nsurance revenue and an |
1ncrease in car net revenue. The increase in travel insurance revenue was. largely due to the introduction ofa
new travel insurance product on one of our ebookers websrtes as well as higher attachment rates for travel
insurance. Higher volume and higher net revenue per car booking drove the increase in car net revenue.

Cost of Revenue. 3
Years Ended

December 31, . ¢ v, » ‘. % .
2008 2007  Change Change(a)
(in millions) S
Cost of revenue » ‘ T : i
Customer Service‘costs e e N ‘$61 - §68 - $7H  (10)%
Credit card processmg fees. . ........... P PO ) CE | 3%
Other....... PR e PR S - | 48 12 25%
Total cost of revenue. . . .............. e $163  $157 $6 _4% .

(a) Pércentages are calculated on unrounded.numbers.

The increase in cost of revenue was driven by an $8 rmlhon increase in afﬁhate comrmssrons a $4 million
increase in GDS connectivity costs, a $3 million increase in charge—backs and a $1 mrlhon increase in credit
card processing fees, partrally offset bya $7 nullron decrease in customer servrce costs and a $3 million
decrease in tlcketmg costs.

The increase in affiliate commissions was primarily: due to the growth of our private label business.
Higher transaction volume from our international locations primarily drove the increase in GDS- connectrvrty‘
costs. The increase in charge-backs. was due primarily to an increase in fraudulent credit card usage at one of
our international locations. We installed new revenue protection software and instituted tighter security -
measures, and as a result, we experienced a significant decrease in these charge-backs towards the end of the
second quarter of 2008 that continued through the remainder of the year. Growth in our merchant bookings
resulted in higher credit card processmg fees. '

“Lower domestic transaction volume pnmanly drove the decrease in customer service- costs. Tlcketmg
costs decreased during 2008 as the mdustry continued to move, towards electronic ticketing to meet the
Intemauonal Air Transport Assocmtron mandate to elmunate paper trckets

Selling, General and Administrative

Years Ended
December 31, $ %
. 2008 2007 Change Change(a)
‘ . ' (in millions) ’
Selling, general and administrative,. ‘ - :
Wages and benefits(b) . ...... el 3160 $160 — —
Contract labor(b) . . ... ..o T ... 034 38 %4 10)%
Network communrcatrons systems mamtenance and equlpment 33 36 (3 8%
Other.. ...l e e .45 6T (22 (3%
To.tal..selling, general,‘ and administrativ_e\ ............... ,‘$272 $301. - $(29) (10)%

(a) Percentages are. calculated on unrounded numbers . ,
(b) The amounts presented above for wages and benefits and contract labor are net of amounts:capitalized. .

‘

50 ,



During the year ended December 31, 2007, we recorded a one-time exit penalty of $13 million due to the
early termination.of an agreement and incurred $8 million of one-time audit and.consulting fees in-connection
with the IPO and the post-IPO transition period. The absence of these costs in the year ended December 31,
2008 prlmanly drove the decrease in selling, general and administrative expense. In addition, our selling,
general and adnumstratlve expense decreased by $14 million during the year ended December 31; 2008 due to
a reduction i m the present value of our liability under the tax sharmg agreement, which primarily arose from a
reduction in our effective state income tax rate (see Note 9'— Tax Sharing Liability of the Notes to’
Consolidated Financial Statements). We also recorded an $8 million reduction to selling, general and
administrative expense during the year ended December 31, 2008 compared with a $3 million reduction in the
year ended December 31, 2007 for the insurance reimbursement of costs we previously incurred to defend -
hotel occupancy tax cases, which also contributed to the decrease. In addition, there was a decrease in selling,
general and administrative expense related to the sale of our offline U.K. travel subsidiary in July 2007 (due to
the inclusion of seven months of expense from that subsidiary in 2007). -

These expense decreases were partially offset by a $4 million increase in our tax consulting costs, a
$3 million increase in losses resulting from foreign currency fluctuations and a $4 million increase in other
operating expenses, We incurred higher tax consulting costs during the year ended December 31, 2008 as a -
result of the transition of the corporate tax function, which was previously provided by Travelport, to us.

Markéting

Marketing expense increased $8 million, or 3%, to $310 million for the.year ended December 31, 2008
from $302 million for the year ended December 31, 2007. The increase in marketing expense was driven by
an increase in our mternanonal marketing expense, wh1ch increased $8 million, to $84 million for the year
endéd December 31, 2008 from $76 million for the year ended December 31, 2007. Higher online marketmg
costs for our international locations, driven by growth in transaction volume and higher cost per transaction,
primarily drove this increase. A reduction in offline marketing costs at our 1nternat10na1 locations partially
offset this-increase. Offline marketing costs decreased due to a general shift in spending from offline to online
marketing. In-the piior year, we launched a new offline advertising campaign for our ebookers brand in the
U:K.;. which did not continue into 2008. Our domestic marketing expense remained flat year over year, at
$226 million for each of the years ended December-31, 2008 and December 31, 2007. .

Depreciation and Amortization

Depreciation and amortization increased $9 million, or 16%, to $66 million for the year ended
December 31, 2008 from $57 million for the year ended December 31, 2007. The increase in depreciation and
amortization expense resulted from an-increase’in capitalized software placed in service, primarily related to
the roll-out of our new technology platform in July 2007, and the acceleration of depreciation on certain assets
whose useful lives were shortened during the year ended December 31, 2008.

Impairment of Goodwill and Intangible Assets

During the yeai ended December 31, 2008, in connection with our annual planning process, we lowered
our long-term earnings forecast in response to changes in the economic environment, including the potential
future impact of airline capacity reductions, increased fuel prices and a weakening global economy. These -
factors, coupled with a proloriged decline in our market capitalization, indicated potential impairment of our
goodwill and trademarks and trade names. Additionally, given the economic environment, our distribution
partners, wére under increased pressure to reduce their overall costs and could have attempted to terminate or
renegotiate their agreements with us on more favorable terms to them. These factors indicated that the carrying
value of certain of our finite-lived intangible ‘assets, specifically customer relationships, may not be
recoverable. As a result, we performed an impairment test of our goodwill, indefinite-lived intangible assets
and finite-lived intangible assets. Based on the testing performed, we recorded a non-cash impairment charge
of $297 million, of which $210 million related to goodwill, $74 million related to trademarks and trade names
and $13 million related to customer relationships (see Note 3 — Impairment of Goodwill and Intangible

‘¢
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Assets of the Notes to Consolidated: Financial: Statements) There was no impairment during the year ended
December 31, 2007. : :

Net Interest Expense

Net interest expense decreased by $20 million, or 25%, to $63 million for the year ended December 31,
2008 from $83 million for the year ended December 31, 2007. The decrease in net interest expense was
primarily .due to the repayment-of $860 million of intercompany notes payable to Travelport and, to a lesser
extent, the assignment of certain notes payable between subsidiaries of Travelport and our subsidiaries to us,
both of which occurred in connection with the IPO. This decrease was offset in part by interest expense..
incurred on the $600 million term loan facility entered into concurrent with the IPO.and the corresponding -
interest rate swaps entered into to hedge a portion of the variable interest payments on the term loan. An
increase in interest expense accreted on the tax sharing liability and a decrease in capitalized interest on
internal software development projects also partially offset the decrease in interest expense. Dunng the years
ended December 31, 2008 and Decembeér 31, 2007, '$18 million and $15 million of the total net 1nterest '
expense recorded was non-cash, respectively.

(Beneﬁt) Provision for Income Taxes

We recorded a tax benefit of $2 million for the year ended December 31, 2008 and a tax provision of
$43 million for the year ended December 31, 2007. The tax benefit recorded during the year ended
December 31, 2008 related to certain of our international subsidiaries. The amount of the tax benefit recorded”
during the year ended December 31, 2008 was disproportionate to the amount of pre-tax net 16ss-incurred
during the year primarily because we were not able-to realize any tax benefit on the goodwill impairinént
charge and only alimited- amount of tax benefit-on the trademiarks and trade names 1mpa1nnent charge
recorded dunng ‘the year ended December 31 2008 ' :

‘The tax provision recorded dunng the year ended Décember 31, 2007 was pnmanly due to a valuatron
allowance established in the third quarter of 2007 against $30 million of forergn net operating loss
carryforwards, net of tax, related to: poruons of our UK. -based busmess This item was unique to 2007 and
did not-recur in 2008 : : :

_ Related Party Transactions

For a d1scussron of certain relauonsmps and related party transactlons see Note 18 — Related Party
Transact10ns of the Notes to Consohdated Fmancral Statements.

Seasouallty )

For a discussion of seasonal fluctuations in the demand for the products and services we offer, see Item 1,
“Busmess — Seasonahty.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity

Our principal sources of liquidity are our cash l'lows from operations, cash and cash equivalents, and
borrowings under our $85 million revolving credit facility. At December 31, 2009 and December 31, 2008,
our cash and cash equivalents balances were $89 million and $31 million, respectively. We had $26 million
and:$52 million of availability under our.revolving credit facility at December 31, 2009 and December 3:1, ;
2008, respectively. This availability reflects the effective reduction in total availability under our revolving:
credit facility in 2008 followmg the bankruptey of Lehman Commercial Paper Inc. (“LCPI”) as described in

“Finaticing ‘Arrangements” below. Total available 11qu1d1ty from cash and cash equivalents and our revolvmg
cred1t facrhty was $115 nillion and $83 rmlhon at December 31, 2009 and December 31, 2008, respectlvely

We require letters of'credit. to. support certam commercml agreements, leases and certain regulatory
agreements. The majority of these letters of credit-have been issued by Travelport on our behalf. At
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December 31; 2009 and December 31, 2008, there were- $59 million and $67 miillion of outstanding letters. of
credit issued by Travelport on our behalf, respectively, pursuant to the Separation Agreement, as amended, that
we entered into with Travelport in connection with the TPO (the “Separation Agreement”). Under the
Separation Agreement, Travelport has agreed to issue U.S. Dollar denominated letters of credit.on our behalf
in an aggregate amount not to exceed $75 million through at least March 31, 2010 and thereafter so long as
Travelport and 1ts afﬁhates (as deﬁned in the Separatron Agreement) own at least 50% of our votmg stock

* In addition, at December 31, 2009, thete was the-equivalent of $5 mrlhon of outstandlng letters of credit
issued under our revolving credit facility, which were denominated in Pounds Sterling: There were no
outstanding letters of credit issued under our revolving credit facility at December 31, 2008. The amount of .
letters of cred1t issued under our revolving cred1t fac111ty reduces the amount avallable to us‘for borrowmgs

In January 2010 certain regulatory requrrements requrred us I provrde add1t1onal letters of credit of :
$16 million, $11 million of which were denominated in U.S. Dollars and issued by Travelport-on our behalf .
and the equivalent of $5 million of wh10h were denominated i in.Pounds Sterhng and issued under. our revolying
credit facility.

Under our merchant model, customers generally pay us for reservations at the time of booking, and we
pay our suppliers at a later date, which is generally after the customer uses the teservation. Initially,’ we tecord
these customer. receipts as accrued merchant payables and either. deferred income or net revenue, depending on
the travel product. We generally recognize net revenue when the customer uses the reservation, and-we pay - -
our: suppliers once we have received an invoice, which typically ranges from one to sixty days after the .. .
customer uses the reservation. The timing. difference between ‘when cash is collected from our customers and
when payments are made to our suppliers improves our operating cash flow-and represents.a source of ,
liquidity for us. If our merchant model. gross bookings increase, we would expect our operating cash f‘low‘to
increase. Conversely, if our merchant model gross bookings decline or there are changes to the model which
reduce the time between the receipt of cash from our customers and payments to supphers we would expect
our opérating cash ﬂow to decline. . : o

" Historically, . under both our merchant and retarl models we charged customers a service fee. for booklng
airline tickets, hotel stays and certain other travel products on our websites, and cash generated by these
booking fees represented a significant portion of our operating cash flow and a source of liquidity for us. In
2009, we removed booking fees on most flights booked through Orbitz.com and CheapTickets.com,-and we
s1gmﬁcantly reduced booking fees on all hote] stays booked through Orbitz.com and CheapTrckets com. The
combination of our cost reductions, our improved marketmg efficiency and the increase in air transactions we.
have experienced since removing fees enabled us to offset most, if not-all; of the decrease in our operating -
cash flow and liquidity due to lower booking fees. If we are unable to effectively continue to offset the 1mpact

of the booking fee reductions, our cash flow and liquidity could be materially reduced.

" Seasonal fluctuations in our business also affect the timing of our"cash flows. Gross bookmgs are f B B
generally highest in the first half of the year as customers plan and purchase their sprrng ‘and summer’
vacations. As a result, our cash receipts are generally highest in the first half of the year. We generally have
net cash outflows during the second half of the year since cash payments to suppliers typically exceed the
cash inflows from new merchant booking reservations. While we expect this seasonal cash flow pattern'to.
continue, changes in our busmess model could affect the seasonal nature of our cash ﬂows ' '

In 2009, in light of concerns about the ﬁnancral mdustry and in order to erisure avarlablhty of l1qu1d1ty,
we borfowed. $63 million under our revolving credit facility, which increased: our cash-position throughout. .
year. We repaid $21 million of these borrowmgs durmg the fourth quarter of 2009 and repard the remamlng
borrowings during the first quarter of 2010. : A R o o

On J anuary 26, 2010 we completed two transactrons that 1mproved our overall quuldrty and fmancml .
position. In the ﬁrst transaction, PAR Investment Partners LP. (“PAR”) exchanged $50 mrlhon pnnapal '
amount of term loans under our senior secured credit agreement for 8,141,402 shares of our common stock.
We immediately retired the term loans received from PAR in accordance with the amendment to the credit
agreement that we entered into with our leriders in June 2009.-As a result, the amount outstanding on the -
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Term Loan was reduced to $527 million. Concurrently, Travelport, through one if its controlled affiliates,
purchased 9,025,271 shares of our common stock for.$50 million in cash (see Note 8 — Exchange ‘Agreement'
and Stock Purchase Agreement of the Notes to Consolidated Financial Statements). We intend to use the
proceeds from the stock purchase for general corporate purposes, which could include additional capltaI
investments and/or further debt reduction.

As of December 31, 2009, we had a working capital deficit of $250 million as compared with a deficit of
$258 million as of December 31, 2008. Prior to the IPO, we operated with a workmg capital deficit primarily,
as a result of the cash management system used by Travelport to pool cash from all of its subsidiaries,
including us, as well as the fact that certain operating cash flows generated by us were used to fund certain of
our ﬁnancmg and investing activities, such as capital expenditures incurred for the development and
1mplementatlon of our new technology platform. The net proceeds we received from the IPO of our common
stock and the $600 million term loan did not decrease this working capital deficit because those proceeds were
used to repay $860 million of intercompany notes payable to affiliates of Travelport, to pay a $109 ‘million
dividend to an affiliate of Travelport and to settle other intercompany balances between us. and Travelport that
were generated prior to the IPO. As a result, immediately following the IPO, we continued to have a working
capital deficit. Because of this deficit, we use cash from customer transactions as well as borrowings under
our revolvmg credit facrhty to fund our working capital requirements and certain mvestmg and financing
commltments such as capital expendrtures and pr1n01pal payments on our term loan respectlvely

Over time, we expect to continue to decrease this deficit through growth in our busmess and the .
generation of positive cash flow from operations, which we expect to achieve by driving global hotel
transaction growth and by continuing to offer new and innovative functionality on our websites; improving our
operating efficiency and simplifying the way we do business.

We generated positive cash flow from operations for the years ended December 31, 2007 through 2009
despite experiencing net losses, and we ‘expect annual cash flow from operations to remain positive in the
foreseeable future. We generally use this cash flow to fund our operations, make principal and interest
payments on our debt, finance capital expenditures and meet our other cash operating needs. For the year
ended December 31, 2010, we expect our capital expenditures to be between $40 million and $45 million,

’most of which is dlscretronary in nature. We do not intend to declare or pay any cash d1v1dends on our

common stock 1n the foreseeable future

We currently believe that cash flow generated from operations, cash on hand and'cash available undeér our
revolving credit facility will provide sufficient liquidity to fund our operating activities, capital expenditures
and other oblrgatlons over at least the next twelve months. However, in the future, our liquidity ‘could be
reduced as ‘a result of changes in our business model, 1nc1ud1ng changes to payment terms oi other
requirements imposed by suppliers or regulatory agencies, lower than anticipated operating ‘cash flows; or
other unantlcrpated events, such as ‘unfavorable outcomes in our legal proceedings, 1nc1ud1ng in the case of -
hotel occupancy proceedings; certain Jurrsdrctrons requrrements that we provrde financial security or pay the
assessment to the municipality in order to Challenge the assessment in court. The hqu1d1ty provided by cash
flows from our merchant model gross bookings could be negatively impacted if our meérchant model gross - ’
bookings decline as a result of economic conditions or other factors or if suppliers or regulatory agencies *
imposed other requirements on us, such as requiring us to provide letters of credit or to establish cash reserves.
If as a result of these requirements, we require-letters of credit which exceed the availability under the facility
provided by-Travelport, or if the Travelport facility is no longer available’ to us, we would be required to issue
these letters of credit under our revolvmg credlt facrhty or to’ establrsh cash reserves which would reduce our
available liquidity. '

In regards to our long-term liquidity needs, we believe that cash flow generated from operations, cash on
hand and cash available under our revolving credit facility through its maturity in July 2013 will provide
sufficient liquidity to fund our operating activities and capital expenditures. However, unless we re-finance our
term loan before the July 2014 maturity date, we will be required to pay. the final installment (equal to the
remaining outstanding balance) on our $600 million tefm loan, and our cash flow generated from operations
and cash on.hand may not be adequate to fund this payment in full. As a result, we may need to raise
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additional funds through debt or equity offerings. We also may be required to raise additional capital if, in the
future, we requne more 11qu1d1ty than is avaﬂable under our revolving credit facility. .

Cash Flows

- Our net cash flows from operatmg, 1nvest1ng and ﬁnancmg act1v1t1es for the penods 1nd1cated in the
tables below were as follows _

Years Ended

December 31, }
2009 2008 2007

‘ 7 ‘(in ln_illions) _

Begmmng cash and cash equlvalents ..... e e $31 $25 §$18
-Cash provxded_-. by (used in): - : : : :

Operating activities. ... ...... P T P 105 76 - 69

Investing activities . . 4'7 S EE R R e ‘j’ 43) (58) (80)

Financing activities . . . . . ............. [ e S .. (® (8) _13 o
Effect of changes in exchange rates on cash and cash equlvalents ....... L2 ‘@ 5
Net increase 1n cash and cash equlvalents e Ce e . 58 6 -1
Ending cash and cash equlvalents,~. e cieev... $8 $31 $25

Comparison of the fyéqr'end-ed pec‘em‘b:'e_r 3_'],'“2'009_ to the year endec}}igl‘.)‘ecer'nber 31, 2008
Operating Ac‘tii)itlies.‘

Cash prov1ded by operatmg activities COHSIStS of ‘net loss, ad]usted for non-cash 1tems such as deprec1a-
tion, amortization, impairment of goodwill aid intangible ‘assets, and stock based compensation and changes in
various working capital items, principally accounts receivable, accrued expenses, accrued merchant payables
deferred income and-accounts payable. :

We generated cash ﬂow from operatlons of $105 nnlhon for the year ended December 31, 2009 compared
with $76 million for the year ended December 31, 2008. The increase in.operating cash flow was primarily .
due to. cost reductions taken by us in 2009, improvements in our overall. marketing efficiency and a decrease
in cash interest payments. These operating cash flow increases were partially. offset by a decrease in operating
cash flow due to lower merchant hotel gross. booklngs in.the- ﬁrst three quarters of 2009 compared with the
first three quarters of 2008 as a-result of lower global ADRs. The elimination of most air. booking fees, the
reduction of hotel booking fees and the. shortemng of payment terms -with a key vendor during 2009 also
negatlvely 1mpacted our.operating cash flow. - :

The changes in our workmg cap1ta1 accounts which are pattlally due to the factors mentloned above and
to. the general timing of payments, also contributed to the increase in our operating cash ﬂow During the -
fourth quarter of 2009, there was. a 51gmﬁcant increase in merchant bookings compared with the fourth quaner
of 2008, which also drove the i increase in operating cash flow for the year ended December 31, 2009.

Investing Activities

Cash flow used in investing activities decreased $15 million, to $43 million for thé year ended
December 31, 2009 from:$58 million for the year ended December 31, 2008 due to lower capital spending - -
during the year ended December 31,-2009 resulting. from cost reduction efforts taken in late 2008 and 2009 - .
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- Financing Activities

Cash flow used in ﬁnancmg activities decreased $2 mrlhon to $6 million for the year ended December 31,
2009 from $8 million for the year ended December 31, 2008 prlmarlly due to'a $9 million decrease in
payments made under the tax sharing agreement with the Founding Airlines, a decrease in capital lease
payments and a decrease in payments made to satisfy tax withholding obligations upon the vesting of equity-
based awards. The decrease in cash: flow used in financing activitiés is partially offset by $8 million of
payments made by us in June 2009 to purchase $10 million in principal-amount of the Term Loan (see
Note 7 — Term Loan and Revolving Credit Facility of the Notes to Consolidated Financial Statements) and a
decrease in net borrowmgs made under our revolvmg credit fac111ty durmg the year ended December 31, 2009.

Comparzson of the year ended December 3 I 2008 to the year ended. December 31, 2007
Operatmg Activities

We generated cash flow from operatlons of $76 million for the year ended December 31 2008 compared
with $69. rmlhon for the year ended December 31, 2007 The increase in operating cash flows was largely
driven by a $48 million decrease in cash interest expense due to the repayment of 1nterc0mpany notes to
Travelport in connection with the IPO, offset in part by a $22 million increase in cash interest expense
incurred on our $85 million revolving credit facility, the $600 million term loan and.the corresponding interest
rate swaps entered into to hedge a portion of the variable interest payments on the térm loan. Accrued
expenses drove an additional $25 millien increase in operating cash: flows. This increase was primarily driven
by the timing of payments of domestic accrued marketing expenditures. The remaining increase in'operating
cash flows durmg the year ended December 31, 2008 was. prrmarrly due to the overall growth of our
operatrons

The cash flow i 1ncreases discussed. above were partrally offset by a $23 million decrease in accounts
payable, driven largely by timing of payments, as a result of changes in our payment mechamsms and cash
management policies following the TPO. A $35 million decrease in accrued merchant payables and an
$8 million decrease-in deferred income also offset the cash flow increases. These decreases were primarily
driven by -a decrease in transaction volume; particularly: for hotel bookings, during the fourth quaiter of 2008. -
The cash ﬂow increases above were further offset by changes in: other operatlng assets and liabilities. '

- Investing Activities

Cash flow used in investing activities decreased $22 million, to $58 million for the year ended
Deceiber 31, 2008 from $80 million for the year ended December 31, 2007. The decredse in cash flow used
in investing activities was primarily due to the sale of an offline U.K. travel subsidiary in July 2007. The sale
of this subsidiary resulted in a $31 million reduction in cash due to the buyer’s assumption of this subsidiary’s
cash balance at the time of sale, partially offset by the cash proceeds we received for the sale of the subsidiary.
This decrease in cash flow used in investing activities was partially offsét by a $5 million increase in capital
expenditures as well as the absence of the receipt of proceeds from asset sales during 2008. We received
$4 million of cash proceeds from asset sales during 2007.

Financing Activities

Cash flow used in financing activities for the year ended December 31, 2008 was $8 million compared
with $13 million of cash flow provided by financing activities for the year ended December 31, 2007. The
decrease in“cash flow provided by financing activities of $21 million was partlally due to the absence of net
proceeds received from the IPO and the $600 million term loan facility entered into concurrent with the IPO,
offset in part by repayments of the intercompany notes to Travelport, a dividend paid to Travelport in
connection with the IPO and net cash distributed to and received from Travelport in 2007 prior to the IPO.
Following the IPO, we are no longer requlred to distribute available cash to. Travelport. Cash flow used in
financing activities increased largely due to $20 million of payments made under the tax sharing agreement
with the Founding Airlines, a $5 million increase in principal payments made on the $600 million term loan
facility and $1 million of payments made to satisfy employee minimum tax withholding Iobligations» upon
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vesting of equity-based awards during the year ended December 31, 2008. The decrease in cash flow provided
by financing activities was offset in part by a $19 million increase in borrowings made under our revolving
credit facility durrng the year ended December 31, 2008 and a $1 million decrease in cap1ta1 lease payments

Fmancmg Arrangements

On July 25, 2007, concurrent with the IPO we entered into a $685 rmlhon senior secured credit
agreement (“Credit Agreement”) consisting of a seven-year -$600 million term Ioan facility (“Term Loan™) and
a six-year $85 million revolving credit facility (“Revolver”). The Term Loan and thé Revolver bear interest at
variable rates, at our option,.of LIBOR or an alternative base rate plus a margin. At December 31, 2009 and
December 31, 2008, $577 million and $593 million was outstanding on the Term Loan, respectively, and
$42 million and $21 million of borrowings-were outstanding under the Revolver, respectively, all of which .
were denominated in U.S. dollars.

In addition, at December 31, 2009, there was the equivalent of $5 million of outstandlng letters of credlt
issued under the Revolver, whlch were denomrnated in Pounds Sterhng There were no outstanding letters of
credit 1ssued under the Revolver at December 31, 2008 The amount of letters of credit 1ssued under the '
Revolver reduces the amount avarlable to us for borrowmgs ) "

On June 2, 2009 we entered into an amendment (the “Amendment”) te -our Credrt Agreement whrch
permits us to purchase portions of: the outstanding Term Loan on a non-pro rata basis using cash-up to
$10 million and future cash proceeds from equity. issuances and in exchange for equity interests on or prior to
June 2, 2010. Any portion of the Term Loan purchased by us will be retired pursuant to the terms of the
amendment..On June-17, 2009, we completed the purchase of $10. million in principal amount of the Term
Loan, as required by the terms of the Amendment (see Note 7 — Term Loan and Revolving Credit Facility of
the Notes to Consolidated Financial Statements) and on January 26, 2010, we completed the purchase of an
additional $50 mrlhon in pnncrpal amount of the Term Loan (see Note 23— Subsequent Events of the Notes
to Consohdated Fmancral Statements) '

LCP], whrch ﬁled for bankruptcy protectron under Chapter 11 of the Umted States Bankruptcy Code on. -
October 5, 2008, held a $12.5 million commitment, or-14.7% percent, of the $85 million available under the.-
Revolver. As a result, total availability under the Revolver has.effectively. been reduced from $85 million to
$72.5 million. Despite this reduction, we currently believe that our cash flow generated from operations, cash
on hand and cash available under the Revolver will provide sufficient liquidity to fund our operating activities,
capital expenditures and other obhganons in the short-term (see “quuldrty” above).

. The Term Loan and Revolver are both secured by- substantlally all of our and .our domestlc subsrdranes
tangible- and intangible assets, including a pledge of 100% of the outstanding capital stock or other equity
interests, of substantially all of our direct and indirect domestic subsidiaries and 65% of the capital stock or
other equity interests of certain of our foreign subsidiaries, subject to certain- .exceptions., The Term Loan and.
Revolver are also. guaranteed by substantially all of our domestic subsidiaries.

The Credit Agreement contains various customary restrictive covenants that hrmt our ab111ty to, among
other things:

* incur additional indebtedness or enter into guarantees;
* enter into sale or leaseback transactions;
. make.‘investrnents, loans or acquisiti_ons’; e
. grant or incur liens on our assets;
. sell our assets; L _
. engage in mergers consohdatrons hqurdatrons or dissolutions;
. ’,engage in transactlons with affiliates; and o '

* make restricted payments.
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The Credit Agreement requires us to.maintain-a minimum:fixed charge coverage ratio and .not to exceed -
a maximum total leverage ratio, each as defined in the Credit Agreement. The minimum fixed charge coverage
ratio that we are required to maintain as of December 31, 2009 and for. the remaining term of the Credit
Agreement is 1 to 1. The maximum total leverage ratio that we are required not to exceed is 4.25 to 1 as of
December 31, 2009 and declines to 3. 5 to 1 effective March 31, 2010 and to 3 to 1 effecttve March 31, 2011.

If we fail to comply w1th these covenants and we are unable to obtain a waiver or amendment our
lenders could accelerate: the maturity of all amounts borrowed under the Term Loan and Revolver and could
proceed against the collateral securing this indebtedness. We are permitted, however, to cure any such failure
by issuing equity to certain permitted holders; as defined in the Credit Agreement, which include The
Blackstone Group and certain of its affiliates. The amount of the net cash proceeds received from this equity
issuance would then be applied to increase consolidated EBITDA, as defined in the Credit Agreement and on
which the covenant calculations are based, for the applicable quarter. As of December 31, 2009, we were in...
compliance with all covenants and conditions of the Credit Agreement.

" In addition, beginning in the first quarter of 2009, we are required to make an annual prepayment on the
Term Loan in the first quarter of each fiscal year in an amount up to 50% of the prior year’s excess cash- flow,
as defined in the Credit Agreement. These prepayments from excess cash flow. are applied, in order of.
maturity, to the scheduled quarterly term loan principal payments. Based on our cash flow for the year ended
December 31, 2008, we were not required to make a prepayment in 2009. Based on our cash flow for the year.
ended December 31, 2009, we are required to make a prepayment on the Term Loan of $21 million in the first
quarter of 2010. The potential amount of prepaynient from excess cash flow that will be required beyond the"
ﬁrst quarter of 2010 is not reasonably estlmable as of December 31, 2009

When we were a wholly owned subsidiary -of Travelport Travelport prov1ded guarantees letters of cred1t
and surety bonds on our behalf under our commercial agreements and leases and for the benefit of regulatory
agencies. Under the Separation Agreement, we are required .to use commercially reasonable efforts. to have
Travelport released from any. then outstanding guarantees and surety bonds. Travelport no‘longer provides
surety bonds on our behalf or guarantees in connection with commercial agreements-or leases entered into or
replaced by, us subsequent to the IPO. At-December 31, 2009 and December .31, 2008, there were $59 million
and $67 million. of letters: of credit issued by Travelport on our behalf, respectively. Under the Separation
Agreement, Travelport has agreed to issue U.S. Dollar denominated letters of credit on our behalf in an -

- aggregate amount not to exceed $75 million through at least March 31, 2010 and thereafter so. long as. ..
Travelport and.its affiliates (as defined in the Separation Agreement) own-at least 50% of our voting stock.

Financial Obligations
Commitments and Contingencies

We and certain of our affiliates are “parties to cases brought by consumers and munlclpahtles and other
U.S. governmental éntities mvolvmg hotel occupancy taxes. We believe that we have meritorious defenses, and
we are vigorously defending against these claims, proceedings and inquiries (see Note 11— Comrmtments
and Contingencies of ‘the Notes to Consolidated Financial Statements). :

Litigation is inherently unpredictable and, although we beheve we have valid’ defenses in these matters
based upon advice of counsel, unfavorable resolutions could -occur. While we cannot estimate our range of loss
and believe it is unlikely: that an adverse outcome will result from these proceedmgs an adverse outcome
could be matenal to us w1th respect to earmngs or cash’ ﬂows in any given reporting period.

We are currently seekmg to recover insurance relmbursement for costs incurred to defend the hotel
occupancy tax cases.. We recorded a reduction to selling, general and administrative expense in our .
consolidated statements of operations for reimibursements received of $6 million, $8 million and $3 million for
the years ended December 31, 2009, December 31, 2008 and.December 31, 2007, respectively. The. récovery
of additional amounts, if any, by us and the timing of receipt .of these recoveries is unclear. As such; as of
December 31, 2009, we have not recognized a reduction to selling, general and .administrative expense in our
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consolidated statements of operations for the outstandlng contmgent claims for which we have not received
relmbursement : . : . :

Contractual Obllgatzons .

The followmg table summarizes our future contractual obllgatlons as of December 31, 2009
' . 2010 2011 2012 2013 2014 Thereafter Total

_ (in rnllllons)_
TermLoan(@) ... ....................... $21 $— $— § 3 $553 $— § 577
Revolver(a). . . . . . . i — — — &2 — — @
Interest(b) ... .. ... il T, L. 230020 18 18 - 10 — - 89
Contract exit costs(c) .- ... e T . 4 2 1 1 Co 13
Operating leases . . .............couuvnn.. 7 -5 4 4 4 24 48
Travelport GDS contract(d) ., ... ... e Lo 42 20 20 .20 20 — 122
Tax sharing liability(e) . ................ e 19 20 21 18 18 118 - 214
Telecommunications service agreement .. ...... ..~ 1-- — - — — — — o1
Systems infrastructure agreements . . . . . PO 3 — — — — - 3
Software license agreement . . . . . . . i 9 — — - = — 9
Total contractual obligations () . ... ... .. ;‘._.,.gsg, $69  $65. $106. $606 - $142 . $1,118

N (2) In July 2007, concurrent with the IPO, we entered into the $685 million Credit Agreement con51st1ng of

o * the seven-year $600 million Term Loan and the six-year $85 million Revolver. The Term Loan and
R -- Revolver bear interest at variable rates, at our option, of LIBOR of an alternative base rate-plus a margin.
The amounts shown in-the table above represent futiire payments under the Term Loan and Revolver (see
Note 7 — Term'Loan -and Revolving Credit Facility of the Notes to Consolidated Financial Statements).
However, the timing of the future payments shown in the table above could ‘change with respect to the
Term Loan, as we are required to make an annual prepayment on the Term Loan in the first quarter of
each fiscal year in an amount up to 50% of the prior year’s excess cash flow, as defined in the Credit
Agreement. Prepayments from excess cash flow are applied, in order of maturity, to the scheduled quar-
terly term loan principal payments. Based on our cash flow for the year ended December 31, 2009, we
are required to make a prepayment on the' Term Loan of $21 million in the first quarter of 2010. The
potential amount of prepayments from excess cash flow that will be required beyond the first quarter of
2010 is not reasonably estimable as of December 31, 2009. As a result, the table above excludes prepay-
ments that could be required from excess cash flow beyond the first quarter of 2010.

In January 2010, we retired $50 million aggregate principal amount of term loans exchanged by PAR for
shares of our common stock. As a result, the amount outstanding on the Term Loan was reduced to
$527 million (see Note 23 — Subsequent Events of the Notes to Consohdated Financial Statements).

(b) Represents estlr_nated interest payments on the variable portion of the Term Loan based on the one-month
LIBOR as of December 31, 2009 and fixed interest payments under interest rate swaps.

(c) Represents costs due to the early termination of an agreement.

(d) In connection with the IPO, we entered into an agreement with Travelport to use GDS services prov1ded
by both Galileo.and Worldspan (the “Travelport GDS Service- Agreement”). The Travelport GDS Service
Agreement is structured such that we earn incentive revenue for each segment that is processed through
the Worldspan and Galileo GDSs (the “Travelport GDSs™). This agreement requires that we process a cer-
tain minimum number of segments for our domestic brands through the Travelport GDSs each year.-Our
domestic brands were required to process a total of 36 million segments during the year ended Decem- -
ber 31, 2009, 16 million segments through Worldspan and-20 million segments through Galileo. The

R required number of segments processed annually for- Worldspan is fixed at 16 million segments, while the

SR required number of segments for Galileo is subject.to adjustment based upon the actual segments pro- -

RN cessed by our domestic brands in the preceding year. We are required to process approximately 18 million
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‘segments through Galileo-during the year ending December 31, 2010. Our failure'to process at least 95%
of these segments through the Travelport GDSs would result'in a shortfall payment of $1.25 per ‘segment -
below the required minimum. Historically, we have met the minimum seégment requirementfor our -
domestic brands. The table above includes: shortfall payments required: by the agreement if we do not pro-
cess any segments through Worldspan during the rernainder of the contract term and- shortfall payments . -
required if we do not process any segments through Galileo during the year ending December 31, 2010.
Because the required number of segments for Galileo adjusts based on the actual segments processed in |
the preceding year, we are unable to predict shortfall payments that may be required beyond 2010. How-
ever, we do not expect to make any shortfall payments for our domestic brands 1n the foreseeable future

The Travelport GDS Service Agreement also requires that ebookers:use the- Travelport GDSs excluswely
in certain countries for segments processed through GDSs in Europe..Our failure to process at least 95%
of these segments through the Travelport GDSs would result in a shortfall payment of $1.25 per segment
for each segment processed through an alternative'GDS provider. We failed to meet this minimuin seg-
ment requirement during each of the years ended December 31; 2009 and Deécember 31, 2008, and as a
result, we were required to make nominal shortfall payments to Travelport related to each of these years.
Because the required number of segments t6 be processed through the Travelport-GDSs is dependent on
the actual segments processed by ebookers in certain countries in a given year, we are unable to predict
shortfall payments that may be required for the years beyond 2009. As a result, the table above excludes
any shortfall payments that may be requued related to our ebookers brands for the years beyond 2009. If
we mieet the minimum number of segments, we are not required to make shortfall’ payments to Travelport
‘(see Note 18 — Related Party Transactlons of the Notes to Consohdated Financial’ Statements) '

() We expect to make approx1mate1y $214 Imlllon of payments in connectlon with the tax shanng agreement
with the Founding Airlines (see Note 9 — Tax Sharing Liability of the Notes to Consolidated Flnancml
Statements).

(f) ‘Excluded from the above table are $5 nnlhon of 11ab1ht1es for uncertain tax positions for which the penod
of settlement is not currently determinable.

Other Commercial Comnntments and Off-Balance Sheet Arrangements

In the ordinary course-of business, we.obtain surety bonds and bank guarantees, 1ssued for the benefit of
a third party, to secure performance of certain of our obligations to third parties (see Note 11 — Commitments
and Contlngen01es of the Notes to Consohdated F1nan01al Staternents)

We are also, required to issue letters of credit to certain supphers and non—U S regulatory and government
agencies. See “Financing Arrangements” above for further discussion of our outstanding letters of credit..,

CRITICAL ACCOUNTING POLICIES

The preparation of our consolidated financial statements and related notes in conformity with generally
accepted accounting principles requires us to make judgments, estimates and assumptions that affect the
amounts reported therein. An accountlng policy is considered to be critical if it meets the followmg two
criteria: - - . :

. the poliey requires an accounting estimate to be made based on assumptioné about matters that are
. highly uncertain at the time the estimate is made; and :

. dlfferent estimates that reasonably could have been used or changes in the estimates that are reasonably
hkely to occur from period to penod would have a materlal impact on our consohdated ﬁnanc1a1
_statements.

We believe ‘that the estimates and assumptions. used when preparing our consolidated financial statements
were the most appropriate at that time. However, events that are outside of our control cannot be predicted
and, as such, they cannot be contemplated in evaluatmg such estimates and assumpuons We have discussed
these estimates with our Audit Committee. : :
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‘Presented below are-those accounting policies that we believe require subjective and complex judgments
that could-poteritially. affect our reported results. Although we believe these policies to be the most critical,
other accounting policies -also have a significant effect on-our.consolidated financial statements and certain of
these. policies may -also require the; use of estimates and assumptions (see Note 2 — Summary of Significant
Accountmg Policies of the Notes to Consolidated F1nan01a1 Statements). :

Revenue Recognition’

" We recognize revenue when it is earnéd and realizable, when persuasive evidence of an arrangement
exists, services have been rendered, the price is fixed or determinable, -and collectability is reasonably assured.
We record Tevenue earned net of all amounts paid to our supphers under both our reta11 and merchant models

We offer customers the ab111ty to: book a1r11ne hotel car rental and other travel reservatlons through our
various brands, including Orbitz, CheapTickets, ebookers and HotelClub. These products and services are
made available to our customers for booking on a stand-alone basis or as part of a dynamic vacation package.
We have two primary types of cortractual arrangements with our vendors, which we refer.to herein as the

“merchant” and “retail” models. e :

~ Under the merchant model, we generate revenue for our services based on the difference between the
total amount the customer pays for the travel product and the negotrated net rate plus estimated taxes that the
supplier charges for, that travel product. Customers generally pay for reservations in advance, at the time of
booklng Initially, we record these advance payments as accrued merchant payables and either deferred income
or net revenue, depending on the travel product. In the merchant model, we do not take on credit risk with the
customer, however we are subject to fraud risk; we have the ability to determine the price; we are not
responsible for the actual delivery of the flight, hotel room or car rental; we take no inventory risk; we have
no ability to determine or-change the products or services delivered; and the customer chooses the supplier. -

We recognize net revenue under the merchant model when we have no further obligations to the
customer. For merchant air transactions, this is at the time of booking. For merchant hotel transactions and
merchant car transactions, net revenue is recognized at the time of check-in or customer pick-up, respectively.
The timing of revenue recognition is different for merchant air travel because our primary service to the
customer is fulfilled at the-time of booking.

We accrue for the cost of merchant hotel and merchant car transactions based on amounts we expect to
be invoiced by suppliers. If we do not receive an invoice within a certain period of time, generally within six
months, or the invoice received is less than the accrued amount, we reverse a portion of the accrued cost when
we determine it is not probable that we will be required to pay the supplier, based on our historical experience
and contract terms. This would result in an increase in net revenue and a decrease to the accrued merchant
payable.

Under the retail model, we pass reservations booked by our customers to the travel supplier for a
commission. Under this model, we do not take on credit risk with the customer; we are not the primary
obligor with the customer; we have no latitude in determining pricing; we take no inventory risk; we have no
ability to determine or change the products or services delivered; and the customer chooses the supplier.

We recognize net revenue under the retail model when the reservation is 'made, secured by a customer
with a credit card and we have no further obligatjons to the customer. For air transactions, this is at the time
of booklng For hotel transactlons and car transactions, net revenue is recognized at the time of check-in or
customer pick-up, respectlvely, net of an allowance for cancelled reservations. The timing of recognition is
different for retail hotel and retail car transactions than for retail air travel because unlike air travel where the
reservation is secured by a.customer’s credit card at booking; car rental bookings and hotel bookings. are not
secured by a customer’s credit card until the pick-up date and check-in date, respectively. Allowances for
cancelled reservations primarily relate to cancellations that do not occur through our: website, but instead occur
directly through the supplier of the travel product. The amount of the allowance is determined based on our
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historical experience. The majonty of commissions earned under the retail model are-based upon contractual
agreements. . : : . o ‘

Dynamic vacatron packages offer customers the ab111ty to book a combmatlon of travel products For
example, travel products booked in a dynarmc vacation package.may include a combmatron of air, hotel and
car reservatlons We recogmze net revenue for the entire package when the customer uses the resérvation,
wh1ch generally occurs on the same day for each travel product mcluded in the dynarmc vacation package

Under both the merchant and retail models, we may, depending’ upon the brand and the travel product, ~
charge our customers a service fee. for booking the travel reservation. We recognize revenue for service: fees at
the time we recognize the net revenue for the corresponding travel product. We'also may receive override
commissions from suppliers if we meet certain contractual volume thresholds. These commissions are
recognized when the amount of the commrss1ons becomes ﬁxed or determmable which is generally upon
notlﬁcatlon by’ the respect1ve travel suppher

We utilize GDS -services provrded by Gallleo Worldspan and Amadeus IT Group Under our. GDS service
agreements, we earn revenue in the form of an incentive payment for air, car and. hotel segments that are
processed through a GDS. Revenue is recognized for these incentive payments at the time the travel
reservatlon is processed through the GDS which’ 1s generally at the time of bookmg '

We also generate other revenue, wh1ch is prrmanly comprised of revenue from advertlsmg, including
sponsormg links on our websites, and travel insurance: Advertising-revenue is derived primarily from the.
delivery of advertisements on our websites and is recognized either at the time of display of each individual
advertisement, or ratably over the advertising delivery period, depending on the terms of the advertising
contract. Revenues generated from sponsoring:links and travel insurance revenue are both recognized upon
notification from the alliance partner that a transaction has occurred o :

If our judgments regarding net revenue are inaccurate, actual net revenue could dlffer from the amount
we recognize, directly 1mpact1ng our results of operations. - -

Impazrment of Long-Lived Assets, Goodwzll and Imleﬁmte-szed lntangtble Assets
' Long -Lived Assets

We evaluate the recoverability of .our long hved assets, including property and equlpment and ﬁmte lived.
intangible assets, when circumstances indicate that the carrying value of those assets may not be.recoverable.
This analysis is performed by comparing the respective carrying values of the-assets to the current and
expected future cash flows to be generated from these assets, on an undiscounted basis, If this' analysis-
indicates that the carrying value of an asset is not recoverable, the carrying value is reduced to fair value
through :an-impairment charge-in our consolidated statements of operations. The evaluation of long-lived assets
for impairment requires assumptions :about operating strategies and. estimates. of future cash flows. -An estimate
of future cash flows requires us to assess current and projected market.conditions as well as operating
performance. A variation of the assumptions used could lead to a-different conclusion regarding the
recoverability of an asset and could have a significant effect on our consolidated financial statements.

Goodwzll and Oz‘her Intangzbles

We assess the carrying value of goodwrll and. other mdeﬁmte—hved intangible assets for impairment
annually or more frequently whenever events occur-and circumstances change indicating potential impairment.
We perform our annual impairment testing of goodwill and other indefinite-lived intangible assets in the fourth
quarter of each year, in connection with our annual planning process. :

We assess goodwrll for p0331b1e 1mpa1rment us1ng a two-step process. The first step identifies if there is’
potential goodwill impairment. If step one indicates that an impairment may exist, a second step is performed
to measure the amount of the goodwill impairment,. if any. Application of-the -goodwill impairment test:
requires management’s judgment, incliding the identification of reporting units; assigning assets and liabilities
to reporting units and determining the fair value of each reporting unit. We estimate the fair value of our
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reporting units-to which goodwill is allocated using generally accepted valuation methodologies, including’
market and income based approaches, and relevant data available through and as of the testing date. The
market approach is a valuation method in which fair value is estimated based on observed prices in actual
transactions and.on asking prices for similar assets. Under the market approach the valuation process is
essentlally that of comparison and correlation between the subJect asset and other sumlar assets. The income
approach is a method in ‘which fair value is estlmated based on the cash flows that. an asset could be expected
to generate over its useful life, including residual value cash flows. These cash flows are then discounted to °
their present value equivalents using a rate:of return that accounts for the relative risk of not realizing the
estimated annual cash flows and for the time value of money. Variations of the income approach are used to
estimate certain of the intangible asset fair values:

Our trademarks and trade names are 1ndeﬁmte-hved 1ntang1b1e assets. We test these assets for 1mpa1rment
by comparing their carrying value to their estimated fair value. If the estimated fair value is less than the
carrying amount of the intangible asset, then the carrying value is reduced to fair value through an 1mpa1rment
charge recorded to our consolidated statement of operations. We use a market or income valuation approach
as described: above, to estimate fair values of the relevant trademarks and trade names.

Our testing for 1mpa1rment 1nvolves estlmates of our future cash flows, which requ1res us to assess current
and projected market conditions as well as operating performance. Our estimates may differ from actual cash
flows due to changes in our operating performance, capital structure or requirements for operating and capital
expenditures as well as changes to general economic conditions and the travel industry in particular. We must
also make estimates and judgments in the selection of a-discount rate that reflects the risk inherent in those
future cash flows. The impairment analysis may also require certain assumptions about other businesses with
limited financial histories. A variation of the assumptions used could lead to a different conclusion regarding
the carrying value of an asset and could have a significant effect on our consolidated financial statements.

Accounting for Income Taxes

Our provision for income taxes is determined using the asset and liability method. Under this method,
deferred tax assets and liabilities are calculated based upon the temporary differences between the financial
statement and income tax bases of assets and liabilities using the combined federal and state effective tax rates
that are applicable to us in a given year. The deferred tax assets are recorded net of a valuation allowance
when, based on the weight of availablé ‘evidence, we believe it is more likely -than not that some portion or all
of the recorded deferred ‘tax assets will not be realized in future periods. Inicreases to the valuation allowance
are recorded as increases to the provision for income taxes. As a result of our adoption of updated guidance
issued by the Financial Accounting: Standards Board regarding business combinations, effective January 1,
2009, to the extent that any valuation allowances established by us in purchase accounting are reduced, these
reductions: are fecorded through our consolidated statements. of operations. These reductions were previously
recorded through goodwill. The realization of the deferred tax assets, net of a valuation allowance, is primarily

dependent on estimated future taxable income. A change in our estimate of future taxable income may require
an increase or decredse to the valuation allowance. =

For the perrod January 1, 2007 to February 7, 2007, the operations of Travelport were included in the
consolidated U.S. federal and state income tax returns for the year ended December 31, 2007 for Orbitz
Worldwide, Inc. and its subsidiaries. However, the provision for income taxes was computed as if we filed our
U.S. federal, state and foreign income tax returns’on a “Separate Company” basis without the inclusion of the
operations of Travelport. Furthermore, the Separate Company deferred tax assets and liabilities have been . -
calculated usmg our tax rates on a Separate Company basis. The deferred tax assets and liabilities are based
upon estimated differences between the book and tax bases of our assets and liabilities as of December 31,
2007. Our tax assets and liabilities may be adJusted in connectlon with the ultimate finalization of Travelport’s
income tax returns.

For the years ended December 31, 2009 and December 31, 2008, the provision for U.S. federal, state and
foreign income taxes and the calculation of the deferred tax assets and 11ab111t1es were based solely on the
operations of Orbitz Worldwide, Inc. and its subsidiaries. :
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Accounting. for Tax Sharing Liability

We have a liability included in our consolidated balance sheets that relates to a tax sharing agreement
between Orbitz and the Founding Airlines. The agreement governs the allocation of tax benefits resulting from
a taxable exchange that took place in connecuon with the Orbitz initial public offenng in December 2003 °
(“Orbltz IPO”). As a result of this taxable exchange the’ Foundlng Airlines incurred a taxable gain. The
taxable exchange caused Orbitz to have additional future tax deductions for depreciation and amortlzatlon due
to the increased tax basis of its assets. The additional tax deductions for depreciation and amortization may
reduce the amount of taxes we are required to pay in future years. For each tax period during the term of the
tax sharing agreement, we are obligated to pay the Founding Airlines a significant percentage of the amount
of the tax benefit realized as a result of the taxable exchange. The tax sharing agreement commenced upon
consurhmation of the Orbitz. IPO and continues. until all tax -benefits have been utilized..

We use dlscounted cash ﬂows in calculatmg and recogmzmg the tax shanng hab111ty We review the
calculation of the tax shanng ]1ab111ty on a quarterly basis and make revisions to our estimated timing of
payments when _appropriate. We .also assess whether there are any significant changes, such as changes in
timing of payments and tax rates, that could materially affect the present value. of the:tax sharing liability.
Although the expected gross remaining payments that may be due under this agreement are $214 million as of
December 31, 2009, the timing of payments may change. Any changes in timing.of payments are recognized
prospectively as accretions to the tax sharing liability in our consohdated balance sheets and non-cash interest
expense in our consolidated statements of operat1ons

The valuat1on of the tax shanng liability requires us to make certain estimates in prOJectmg the quarterly
depreciation and amortization benefit we expect to receive, as well as the associated effective income tax rates.
The estimates require certain assumptions as.to our future.operating performance and taxable income, the tax
rate, the timing of tax payments, current and projected market conditions, and the applicable discount rate.
The discount rate assumption is based on our weighted average cost of capital at the time of the Blackstone
Acquisition, which was approx1mate1y 12%. A variation of the assumptions used could lead to a different
conclusion regarding the carrying value of the tax shanng hab111ty and could have a significant effect on our
consohdated financial statements.

At the time of the Blackstone Acquisition, Cendant (now Avis Budget Group, Inc.) indemnified Travelport
and us for a portion of the amounts due under the tax sharing agreement. As a result, we have a $37 million
receivable included in other non-current assets in our consolidated balance sheets at December 31, 2009 and
December 31, 2008. Cendant. is obligated to pay us this amount when it receives the tax benefit. We regularly
monitor the financial condition of Cendant to assess the collectability. of this receivable., .

Equity-Based Compensatwn

We measure equlty-based compensatlon cost: at fair value and recogmze the correspondlng compensation
expense on-a-straight-line basis over the service period during which awards are expected to vest. We include
equity-based-compensation expense in the selling, general and administrative line of our consolidated
statements of operations. The fair value of restricted. stock and restricted stock units is determined based on.
the average of the kigh and low price of our common stock on the date of grant. The fair value of stock
options is determined on the date of grant using the Black-Scholes valuation model, which incorporates a
number of variables, some of which are based on estimates and assumptions. These variables include stock
price, exercise price, expected life, expected volatility, dividend yield, and the risk-free rate. Stock price and
exercise price are set at fair value on the date of: grant..Expected volatility is based on-implied volatilities for
publicly traded options and historical volatility for comparable companies over the estimated expected life of .
the stock options. The expected life represents the period of time the stock options are expected to: be '
outstanding and ‘is based on the “simplified method.” We usethe “simplified method” due to the lack of:
sufficient historical exercise data to provide a reasonable basis upon which to otherwise estimate the expected
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life of the stock options. The risk-free interest rate is based on yields on U.S. Treasury strips with. a-maturity
similar to the estimated expected life of the stock options.

'The amount ‘of equity-based compensat1on expense recorded each penod is net of est1mated forfe1tures
We estlmate forfeitures based on hlstoncal employee turniover rates, the terms of the award issuéd and
assumpuons regardmg future employee turnover. We penod1cally perform an analysis. to determine if estlmated
forfeitures are reasonable based on actual facts and circumstances, and adjustments are made as necessary. If :
our estimates differ srgnrﬁcantly from actual results our consolrdated ﬁnanc1al statements could be matenally ‘
affected

Internal Use Software

We capitalize the costs of software developed for internal use. Capitalization coramences when the
preliminary project stage of the application has been completed and it is probable that the project will be
completed and used to perform the function intended. Amortlzatlon commences when the software is placed
into service. We also capitalize interest on internal software development pI'Q]eCtS The amount of interest
capitalized is computed by applymg our weighted average borrowing rate to qualifying expenditures. The:
determination of costs to be cap1tahzed as well as the useful llfe of the software requires us to make estrmates
and- _]udgments : , : ' : SR -

Recently Issued Accounting Pronouncements

See Note 2 — Summary of Significant Accounting Pohc1es of the Notes to Consolidated Fmancral
Statements for 1nformat10n regardmg recently issued accounting pronouncements :

Item 7A. Quantltatlve and Qualltatlve D1sclosures About Market Rlsk
Foreign Currency Risk . PR " o N

Our 1ntematronal operatlons are sub_]ect 6. risks typ1ca1 of mternatlonal operat10ns 1nclud1ng, but fiot
limited to, defermg economic conditions, changes in political climate, differing tax structures and forelgn
exchange rate volatility. Accordingly, our future results could be materially adversely impacted by changes in
these-or other factors.

Transaction, Exposure

We use foreign currency forward -contracts to manage our exposure to changes in foreign currency
exchange rates associated with our fore1gn currency denominated receivables, payables, intercompany transac-
tions and borrowings under our revolving credit facility. We primarily hedge our foreign currency exposure to
the Pound Sterling, Euro and Australian dollar. We do not engage in trading, market making or speculative
activities in the derivatives markets. The forward contracts utilized by us do not qualify for hedge accounting-
treatment, and as a result, any fluctuations in the value of these forward contracts are recognized in our
consolidated statements of operationis as incurred. The fluctuations in the value of these forward contracts do,
however, largely offset the impact of changes in the value of the underlying risk that they are intended to-
economically hedge. As of December 31, 2009 and December 31, 2008, we had outstanding foreign-currency
forward contracts with: net' notional values equivalent to approxrmately $130 million and $6l mrlllon -
respectively. - ’ : '

Translation Exposure

Foreign exchange rate fluctuations: may adversely impact our financial position as the assets and liabilities:
of our foreign operations are translated into U.S. dollars in preparing our consolidated balance sheets. The
effect of foreign exchange rate fluctuations on our consolidated balance sheets:at December 31, 2009 and
December 31, 2008 was a net translation loss of $3 million and $9 million, respectively. This loss is-
recognized as an adjustment to- shareholders’ equity. through accumulated other comprehensive loss.
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Interest Rate Risk v , o g e el oo T

The Term Loan and Revolver bear interest at a variable rate based on LIBOR or an alternative base rate.
We limit interest rate risk associated with the Term Loan using interest rate’ swaps with a combined notional
amount of $200 million as of December 31, 2009 to hedge fluctuations in LIBOR (see ‘Note 14 — Derivative
Financial Instruments of the Notes to Consolidated Fmanmal Statements) We do not engage 1n trading, market
maklng or speculatlve activities in the’ denvatlves markets

Sens1t1v1ty Analys1s L R

e b AT

We. assess our market nsk based on changes in forelgn currency exchange rates and interest rates utlhzlng
a sensitivity analysis that measures the potential impact-on earnings,.fair values, and cash flows based on a
hypothetical 10%: change (increase and decrease)-in foreign currency rates and interest rates. We used.
December 31, 2009 market rates.to perform a sensitivity analysis separately for each of our market risk
exposures. The estimates assume instantaneous, parallel shifts in interest rate yield curves and exchange rates.
We determined, through this analysis, that the potential decrease in net current assets from a hypothetical 10%
adverse change in quoted foreign currency exchange rates would be $9 million at December 31, 2009
compared with'$5 million at December 31, 2008. There are inherent litnitations in the sensitivity analysis,
primarily due to assumptions that foreign exchange rate movements are linear and instantaneous. The effect of
a hypothetical 10% change in market rates of interest on interest éxpense Wwould be almost nil at Décember 31,
2009 and December 31, 2008, respectively, which represents the effect on interest expense related to the
unhedged portion of the Term Loan.; The hedged portion of the Term Loan is not affected by changes in
market rates of 1nterest as it has effecuvely been converted to a. ﬁxed 1nterest rate through interest rate swaps
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Item 8. Financial Statements and Supplementary Data.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management is respons1ble for estabhshmg and mamtammg adequate internal control over financial
reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. Under the supervision and with
the participation of our management, including our Chief Executive Officer and Chief Financial Officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on this evaluation, our management concluded that our internal control over
financial reporting was effective as of December 31, 2009. Our independent registered public accounting firm,
Deloitte & Touche LLP, audited our financial statements containied in this Annual Report on Form 10-K and
has issued an attestation report on the effectivenéss of our 1nterna1 control over financial reportmg as of
December 31, 2009 whlch is 1ncluded below '

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of D1rectors and Shareholders of
Orbitz Worldwide, Inc,

We have audited the accompanying consolidated balance sheets of Orbitz Worldwide, Inc. and subsidiar-
ies (the “Company”) as of December 31, 2009 and 2008, and the related consolidated staterents of operations,
cash flows, comprehensive loss, and invested equity/shareholders’ equity for each of the three years in the
period ended December 31, 2009. Our audits also included the financial statement schedule listed in the Index
at Item 15. We also have audited the Company’s internal control over financial reporting as of December 31,
2009, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for these
financial statements and financial statement schedule, for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in
the accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on these financial statements and financial statement schedule and an opinion on the
Company’s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement and whether effective
internal control over financial reporting was maintained in all material respects. Our audits of the financial
statements included examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We beheve that our audits provide a reasonable basis for our
opinions.

A company’s internal control over financial reporting is a process designed by, or under the supervision
of, the company’s principal executive and principal financial officers, or persons performing similar functions,
and effected by the company’s board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance .of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
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statements in accordance with generally accepted accounting: principles and that receipts and expenditures of
the company are being made only in- accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of
~ collusion or improper management override of controls, material misstatements due to error or fraud may not
be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become
inadequate because of changes in conditions, or that the degree of compliance w1th the policies or procedures
may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all materlal
respects, the financial position of Orbitz Worldwide, Inc. and subsidiaries as of December 31, 2009 and 2008
and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2009, in conformity with accounting principles generally accepted in the United States of
America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set
forth therein. Also, in our opinion, the Company maintained, in all material respects, effective internal control
.over financial reporting as of December 31, 2009, based on the criteria established in Internial Control —
Integrated Framework issued by the Committee of Sponsoring Organizations.of the Treadway Commission.

/s/ DELOITTE & TOUCHE LLP

Chicago, Illinois
March 3, 2010
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ORBITZ WORLDWIDE, INC. ' -
CONSOLIDATED STATEMENTS OF- OPERATIONS. -
~(in-millions, except share and per share data) .

Net'revenue .. ... ... ... e e el
Cost and expenses ‘ B " '

COSEOf TEVENUE . . . . .o vee oo aeeees e el

Selling, general and ad:rmmstratlve . .:. b. e P
Marketing . ... .... e P RREEET .

Depreciation and amortlzatlon. e e e

Impa1rment of goodwﬂl and mtanglble assets

Total operatmg expenses S e e T

Operating (loss) mcome . L el
Other (expense) i income . . . . )
Net interest expense: . . . . e e W e e e e e e

Gainon extinguishment of debt . ... ol si L

Total other (€Xpense) . ... ......vvviiinnniinennnn.

Netloss ................ e e
Less: Net income attributable to noncontrolling interest . . . .

Net loss attributable to Orbitz Worldwide, Inc. . .......

Net loss attributable to Orbitz Worldwide, Inc. common
shareholders. . ... ... ... ............ .. ... .. ...

Net loss per share attributable to Orbitz Worldwide, Inc.
common shareholders — basic and diluted:

Net loss per share attributable to Orbitz Worldwide, Inc.
common shareholders. ... ......................

'See Notes to Consolidated Financial Statements.
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Years Ended December 31,

2009 2008 2007
738§ 870§ 859
138 163 157
257 272 301
215 310 302
69 66 57
332, 297. -
1,011 1,108 817
e’y e #
(57 ) - (@8
2 — _
(s5) (63) ®3)
(328) ~ (301) (41)
9 @ 43
(337) (299) (84)
— — €3]
(33D $ 299) $ (85)

Years Ended December 31,

Period from
July 18, 2007 to
December 31,

2009 2008 2007
337 $ (299) $ (42)
401 $ (3.58) $ (0.51)
84,073,593 83,342,333 81,600,478




ORBITZ WORLDWIDE, INC,
CONSOLIDATED -BALANCE SHEETS -
(in millions, except share data)

December 31, December 31,
2009 2008

Assets

Current assets: SR
Cash and cash equivalents . . .. ........ouviuneeioenn e, $ 8 - .. § 31
Accounts receivable (net of allowance for doubtful accounts of $1 and $1, S '

© O TeSPECHVELY) ... e v 55 - 58

Prepaid eXpenses. . .. ........ ... e Y

. Deferred income taxes, CUITENL . . . . . .. m oo, — .6
Due from Travelport, Det. .. .. ..ottt it it v 3 10
Other current assets. . . .-...... e e e -5 6

Total CUITEnt aSSetS. . .. .o\ v vttt it e e e 169 = 128

Property and equipment, net . .................. e .o 181 190

Goodwill .. ... . 713 . 949

Trademarks and trade names.... . .. .....vt it e .o 155 . 232

Other intangible assets, net . . . . .. T 9 - - 34

Deferred income taxes, NON-CUITENt . « . . ..o vttt ie s e i il 10 9

Othernoncurrentassets.......................; ........ e 47 48

Total Assets ........................... e e $1,294 $1,590

Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payable ... .................. ... PO $ 30 8 37
Accrued merchant payable ................. ... ........ . ' 219 205

~ Accrued expenses . . ....... e e - 113 106

" Deferred income . . . . . . e S . R 3 | 23
Term loan, current. .. ... .. ... . 21 6
""" ,Othercurrenthablhtles............................,'...v........... 5 9
‘Total current Habilities ... ... ... . v e . . 419 386
Teérm-loan, non-current . . . ................... e e e e e - 556 587
Line of credit , . . ... e e I 42 21
Tax sharing lability .. ... ...................... F N 1 109: 109
Unfavorable contracts . . . . ... .. SN e e 10 13
Other non-current liabilities ....... e e mee e g e e e e 28 . .36
Total Liabilities ....... e e . O -1,164 1,152

Commitments and contingencies (see Note 11)
Shareholders Equity:
“Preferred stock, $0.01 par value, 100 shares authorized, no shares 1ssued or

ComStAndIng . ... L — —_
Common stock, $0.01 ‘par value, 140,000,000 shares authorized, 83, 831 561 ., ) '
and 83,345,437 shares issued and outstanding, respectively.............. ' 1 |
Treasury stock, at cost, 24,521 and 18,055 shares held, respectively . . . . . .. .. — o
Additional paid in capital . ......... ... ... .o e : 922 - 908
CAccumulated deficit .. ... e (787) (450)
* Accurnulated other comprehensive loss (net of accumulated tax beneﬁt of $2 - ' '
~and 87, reSpeCtiVELY) . . Lt y (6) T@n
Total Shareholders’ Equity .............. 130 - 438
Total Liabilities and Shareholders’ Eqmty .......... e $1,204 $1,590-

See Notes to Consolidated Financial Statements.
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ORBITZ WORLDWIDE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions) -

Years Ended
December 31,

2009 2008 2007

Operating activities:

NEt 1085 . e e $(337) $(299) $ (84)
Adjustments to reconcile net loss to net cash provided by operating activities: ) . o
Gain on extinguishment of debt. . . .. .......................... e ?2) — —
" Depreciation and amortization. . . ... ......... e 69 66 57
Impairment of goodwill and intangible assets .................... P 332 297 —
Non-cashrevenue . . .............. N e e e e e e e e e 3) 3) @)
- Non-cash net interest EXPENSE . . . « v v vt v et i e et e e e e e Ve 15 18 . 15
Deferred income taxes. . . ............... .. e e e e e e 7 . @ 38
Stock COmMPENSAtion . . .. ... .. ... 14 15 8
Provision forbad debts .. ... ... ... ... ... . .. . 1 — . 2
Deconsolidation of honcontrolling INEIESt . . . .ottt e e, e e — — ™
‘Changes in assets and liabilities: . ‘ o
- Accounts teceivable . . . . ... 4 — 2)
Deferred income . ........... e e e e 9 — 8
Due to/from Travelport, net. . . . .. ..o vttt e e 6 o) . 2
Accrued merchant payable . ... .. ... ....iei 4 3 34
" .Accounts payable, accrued expenses and other current liabilities . . .. .................... an 3) 4
OB L e (3) 9) 1
Net cash provided by operating activities . . . . ... ... e 105 76 69
Investing activities: ) - .
Property and equipment additions . .. ....... ... .. .. .(43)  (58)  (583)
Proceeds from sale of business, net of cash assumed by buyer . .. ........................ —  — @3y
" Proceeds from asset sales. . . ... ... .. L e e — — 4
Net cash (used in) investing activities . . . . ... ...........0 .. 0 ... ... ....... .. .. ... ... 43) (58) (80)
Financing activities: .
Proceeds from initial public offering, net of offering costs. . . . . . e, _ - 477
Proceeds from issuance of debt, net of iSSHANCE COSES .« . . . o v v v v e e e e e e e e — — 595
Repayment of note payable to Travelport . .. ... ..o vt e — - —  (860)
Dividend to Travelport. . . . . . .ottt — —  (109)
. Capital contributions from Travelport. . .. .. ... ottt it — —. 25
Capital lease payments and principal payments on the term loan ... ...................... N (O B ) 3)
Payments to extinguish debt . . . .. .. ... ..ttt 8) — —
T Advances to TravelPOTt . . .o oo vt e — —  (113)
“Payments to satisfy employee tax withholding obligations upon vesting of equity-based awards. . . . . — @y - oo—
Payments on tax sharing liability. . . .. .......... ... ... .. ... .... e e e an - o —
Proceeds from Hne of Credit . . . . . ...\ v e e e e e 100 69 152
Payments on line of credit . . ........... ... ... . . ... ... S 81) (49 (@151
Net cash (used in) provided by financing activities . . ...... ... ... . L oL 6) 8) 13
Effects of changes in exchange rates on cash and cash equ1va1ents ........................... 2 (4) 5
Net increase in cash and cash equivalents . .......... e JE 58 6 .- 7
Cash and cash equivalents atbeginning of period . . . . ... ... ... L e 31 25. 18
Cash and cash equivalents at end of period . ........... [ P $ 8 $ 31 $ 25
Supplemental disclosure of cash flow information: : .
. Income tax payments (refunds), net . ............... N $ 13 %11
Cash interest payments, net of capitalized interest of almost nil, $1 and $3, respectively .. ....... $ 42 $ 47 $ 74
Non-cash investing activity:
Capital expenditures incurred not yet paid. . ...... e e e — $ 2 % 4
Non-cash allocation of purchase price related to the Blackstone Acquisition. . ................ — —$ .7
Non-cash financing activity: ) . B
Non-cash capital contributions and distributions to Travelport . .......................... — — $(814)

See Notes to Consolidated Financial Statements.
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ORBITZ WORLDWIDE, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
: (in: millions)

Years Ended December 31,
_ » 2009 2008 2007

Nt 10SS. . . oo $(337) $(299) $(84)
Other comprehensive income (loss), net of income taxes . . ..................

Cuirrency translation adjustment . ... .. e et e e 6 ) @
Unrealized gains (losses) on floating to fixed 1nterest rate swaps ‘(net of tax benefit

of $0, $0 and $2, respectlvely) e e e e e e 9 ® ()]

Other comprehensive income (10SS) . . . .o v vttt ettt e e e e et 15 .(1_5) . (8)

Comprehensive (10SS) . .. ... ... ..t (322) (314) (92)

Less: Comprehensive income attributable to noncontrolhng 1nterest .............. — — )

Comprehensnve (loss) attributable to Orbitz Worldwide, Inc. . ............... $(322) $(314) $(93)

See Notes to Consolidated Financial Statements.
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ORBITZ WORLDWIDE, INC.
CONSOLIDATED STATEMENTS OF INVESTED EQUITY/SHAREHOLDERS’ EQUITY
' ' (in millions, except share data)

Orbitz Worldwide, Inc. Shareholders

Accumulated Other
Comprehensive
Income (Loss)
s . . Ne’tUnre:alized PR Total
Cendant or (Losses) Gains from Tnvested
Travelport C Stock Additional Interest Foreign ’ Equity/
. Net . ommOnSCK — paidip Accumulated Rate  Currency Non-controlling Shareholders’
) Investment Shares Amounf Capital ‘Deficit -~ 'Swaps Translation Interest -~ Equity
Balance at December 31,2006 .. .. .. .. $1,265 [ — — %2 - s
Capital distribution to Travelport and other, - - - - oL : - .
oMb (854) — — — — — — — (854)
Sle of subsidiary to noncontrolling interest . .© 13 - - = — — — — $12 o 25

Issuance of common stock-to Travelport in R o i - . -
" connection with Reorganization . . . . ... (381) 48912526 $1 $380 — — — — —
Issuance of common stock in connection with ) . I
initial public offering, net of offering
COSES v v e e e et e — 34,000,000 — 471 — — — — 477
Dividend paid to Travelport . . . ........ — - — — $(109) _ . - - (109)

Contributions from Travelport . . ... ... .. — - - 30 - — - — 30

Amortization of equity-based compensation
awards granted to employees, net of shares
withheld to satisfy employee tax
withholding obligations upon vesting . . . . — — — 7 — — — — 7

Net loss from January 1, 2007 through
July 17,2007 . . .. oo 43) — - — — — — — (43)

Net (loss) income from July 18, 2007 through - R
December 31,2007 ............. . — — — — 42) — —_ 1 41)

Restricted stock granted . . . .. ........ — 61,795 — — — — — - —

Common shares issued upon vesting of
restricted stock wnits . . . ... ... — 142,440 — — — — — — _

Common shares withheld to satisfy employee
tax withholding obligations upon vesting of
restricted stock . . . ... ... — (2,266) — — — — — — —_

Restricted stock forfeited. . . . .. ....... — 6,586) — — — — — — —

Other comprehensive loss, net of tax benefit
of$2. . — - = — - $ @4 @ — @®
Deconsolidation of noncontrolling interest . . . — — — — — —

Balance at December 31,2007. . . ... ... — 83,107,909 1 894 (151) 4) 2 - 738
Netloss @ ..................... — - = — (299) — — — (299)
Amortization of equity-based compensation

awards granted to employees, net of shares

withheld to satisfy employee tax

withholding obligations upon vesting . . . . — —_ — 14 — — — — 14

Common shares issued upon vesting of
restricted stock bmits . . . ... ... ... — 233878 — — — — — [— —

Common shares issued upon lapse of .
restrictions on deferred stock units . . . . . . - 12,853 — — — —_ — — —

Common shares withheld to satisfy employee
tax withholding obligations upon vesting of :
restricted stock . . . ... ... ... P — 2617y — — — — — — —

Restricted stock forfeited. . ... ........ —_ (6,586)

Other comprehenSive loss, net of tax benefit
of 0. . ... ..

Balance at December 31,2008. . . .. .. ..

|
I
|
i
|
I
|

® -
512 $0O)

—_
—
w

Ned}

o2
e 1
=il
D
<
o
|%|
g
=

83,345,437

@
~
e}
o0

See Notes to Consolidated Financial Statements.
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ORBITZ WORLDWIDE, INC.
CONSOLIDATED STATEN[ENTS OF INVESTED EQUITY/SHAREHOLDERS’ EQUITY (Continued)
" (in millions, except share data) '

Orbitz Worldwide, Inc. Shareholders
Accumulated Other . -

Comprehensive
o .. .. Income (Loss) . L
. : . ) Net Unrealized ) Tﬁtal
‘Cendant or ' ' ) M)M ‘Invested
S ’ - Travelport - C St X " Additional - Interest "-Foreign = - - Equity/
. Net ~ __OmmonoStock — pyig in ~-Accumulated Rate  Currency Non-controllmg Shareholders’
~ Investment ~Shares Amount ' Capital - Deﬁclt Swaps Translation Interest Equlty
Balance at December 31,2008 . . . .. .. T B354 S1 0 S08  S@s0)  s12) 8 — 43
Netloss ...................... — - - - (337) — — — )]
Amortization of equity-based compensation : T
awards granted to employees, net of shares
withheld to satisfy employee tax : : . R SR : . - : S -
withholding obligations upon vesting . . . . — = — 14 - — = = —_ . 14
Common shares issued upon vesting of . L : .
restricted stock umits . . . ... ... ... .. — 425,068 — — — — — — =
Common shares issued upon exercise of stock C . .
options. ; . . . e Cee — 67,522 — — — = = - —
Common shares withheld to satisfy employee ' o '
tax withholding obligations upon vestmg of : ) .
restricted-stock . . ... L. — (4453) — — — - - — -
Restricted stock forfelted ............. —_ 2013 — — — — — — —
Other comprehensive i mcome net of tax . ’ '
benefitof $0 . . . .. ... L. = = = — — 9 6 15
Balance at December 31,2009 ........ = 83,831,561 - $1 $922 " §(787) $ 3 $3) — $130

See Notes to Consolidated Financial Statements.
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ORBITZ WORLDWIDE,:INC:
' NOTES TO CONSOLIDATED FINANCIAL STATEN[ENTS

1. Basis of Presentation
Description of the Business -+

Orbitz, Inc. (“Orbitz”) was formed in early 2000 by American Airlines, Inc., Continental Airlines, Inc.,
Delta Air Lines, Inc., Northwest Airlines, Inc. and United Air Lines, Inc. (the “Founding Airlines”). In
November 2004, Orbitz was acquired by Cendant Corporation (“Cendant”),. whose online travel distribution
businessés included the CheapTickets and HotelClub brands. In February 2005, Cendant acquired ebookers
Limited, an international onhne travel brand which currently has operatlons in 12 countries throughout Europe
(“ebookers”)

On August 23, 2006, Travelport Limited (“Travelport”), which consisted of Cendant’s travel dlstnbutlon
services businesses, including the businesses that currently comprise Orbitz Worldwide, Inc., was acqulred by
affiliates of The Blackstone Group (“Blackstone”) and Technology Crossover Ventures (“TCV”) We refer to
this acquisition as the “Blackstone Acquisition.”

Orbitz Worldwide, Inc. was incorporated in Delaware on June 18, 2007 and was formed to be the parent
company of the business-to-consumer travel businesses of Travelport, including Orbitz, ebookers, and Travel
Acquisition Corporation Pty. Ltd. (“HotelClub™) and the related subsidiaries and affiliates of those businesses.
We are the registrant as a result of the completion of the initial public offering (“IPO”) of 34,000,000 shares
of our common stock on July 25, 2007. At December 31, 2009 and December 31, 2008, Travelport and
investment funds that own and/or control Travelport’s ultimate parent company beneficially owned approxi-
mately. 57% and 58% of our outstanding common stock, respectively.

We are a leading global online travel company that uses innovative technology to enable leisure and
business travelers to search for and book a broad range of travel products and services. Our brand portfolio
includes Orbitz, CheapTickets, The Away Network, and Orbitz for Business in the Americas; ebookers in
Europe; and HotelClub based in Sydney, Australia, which has operations globally. We provide customers with
the ability to book a comprehensive set of travel products and services from suppliers worldwide, including air
travel, hotels, vacation packages, car rentals, cruises, travel insurance and destination services such as ground
transportation, event tickets and tours.

Basis of Presentation

The accompanying consolidated financial statements present the accounts of Orbitz, ebookers and
HotelClub and the related subsidiaries and affiliates of those businesses, collectively doing business as Orbitz
Worldwide, Inc. These entities became wholly owned subsidiaries of ours as part of an intercompany
restructuring that was completed on July 18, 2007 (the “Reorganization”) in connection with the IPO. Prior to
the IPO, these entities had operated as indirect, wholly-owned subsidiaries of Travelport. Travelport is
beneficially owned by affiliates of Blackstone, TCV and One Equity Partners.

Prior to the IPO, we had not operated as an independent standalone company. As a result, our
consolidated financial statements for the period in 2007 prior to the IPO have been carved out of the historical
financial statements of Travelport and do not necessarily reflect what our consolidated financial statements
would have been had we operated as a separate, standalone entity during that period.

The legal entity of Orbitz Worldwide, Inc. was formed in connection with the Reorganization, and pI‘lOI‘
to the Reorganization there was no single capltal structure upon which to calculate historical loss per share
information. Accordingly, loss per share information is not presented on our consolidated statements of
operations for periods prior to the Reorganization.

Prior to the IPO, certain corporate general and administrative expenses, including those related to
executive management, information technology, tax, insurance, accounting, legal, treasury services and certain
employee benefits, were allocated to us by Travelport based on forecasted fevenue or. directly billed based on

/
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ORBITZ WORLDWIDE, INC:
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

actual -usage: In addition, certain of our revenue streamis- were related to contractual arrangements entered into
by Travelport.on behalf of one or more of its subsidiaries. As a result, portions: of the' reported revenue have
been determined throtigh intercompany relationships' with other Travelport companies.” ‘Manageinent believes
these allocations are réasonable. However, the associated revenues and experises recorded in the accompanylng
consolidated statements of operations prior to the IPO may not be indicative of the. actual revenues and .
expenses that would have been reported had we been operatmg as a standalone entlty

On July: 5 2007 we sold Tecnovate eSolut10ns Private. Llnnted (“Tecnovate”) an Indlan services
organization, to Travelport. Following this sale, we continued to consolidate the results of operations of
Tecnovate since we were the primary benefima.ry of this variable interest: entity (“VIE™). Our vanable interest
was the, result of the terms of a contractual relationship we had with Tecnovate. ' ~

On December 3, 2007 Travelport subsequently sold Tecnovate, at whrch trme we were no longer ,
considered the pnmary beneficiary of this VIE. Accordingly, net" income . attnbutable to noncontrolhng interest
is reported in our consolidated financial statements for the period from July 5, 2007 to December 3, 2007
since although we were the primary beneficiary of Tecnovate, we did not have.an.ownership interest in the
VIE. We no longer consolidate, the results, of operatlons of Tecnovate following the sale on December 3,.2007
(see Note 18— Related Party Transactlons)

2. Summary of Sigﬂﬁcant Accodnting P'olicies‘ ,
Principles of Consolidation .

“The a¢companying consolidated financial’ statements have been prepared in accordance with accounting -
principles generally accepted in the United States (“GAAP”) All 1ntercompany balances and transactrons have
been elnmnated in the consohdated ﬁnanmal statements R

Use of Estimates

The preparation of our consolidated financial statements in conformity with GAAP requires us t6 make
certain estimates -and assumptions. Our estimates and assumptions affect the reported: amounts of assets and
liabilities, the disclosure of contingent assets and liabilities as of the date of our consolidated ﬁnan01al
statements and ‘the reported amounts of revenue and expeiise during any period:

Our significant e'stlmates include assessing the collectability: of accounts receivable and other non-current
assets, sales allowances, the realization of deferred tax assets, amounts that may be due under the tax sharing
agreement, the fair value of assets and liabilities acquired in business ' combinations, and 1mpa1rment of
tanglble and 1ntang1ble assets: Actual results could. d1ffer from our estimates. :

Forezgn Currency Translatzon

‘ Balance sheet accounts of our operatlons outs1de of the U.S. are translated from forelgn currencres into
US. dollars at the exchange rates as of the consohdated balance sheet dates. Revenues and expenses are
translated at average, exchange rates durmg the penod Fore1gn currency translation gains or losses are
included in accumulated other comprehenswe loss in shareholders’ equity. Gains and losses resultlng from
foreign currency transactions, which are denominated in currencies other than the entrty s functronal currency,
are included in our consohdated statements of operations. :

Revenue Recognition .
We recogmze revenue when it is earned and reahzable, when persuasive evidence of an arrangement
exists, services have been rendered, the price is fixed or determinable, and collectability- is reasonably assured.
We record revenue earned net of all amounts paid to our: suppliers under both our merchant and retail models.

/
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ORBITZ WORLDWIDE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

We offer customers the ability to book airline, hotel, car rental and other travel products and services : -
through our various brands, including Orbitz, CheapTickets, ebookers and HotelClub. These products and :
services are made available. to-our customers for booking on.a stand-alone:basis or as part of a'dynamic
vacation. package. We have two primary types of contractual arrangements with our vendors, which ‘we refer to
herein as the “merchant” and “retail” . models : Co . ' :

Under the merchant model, we generate revenue for our services based on the difference between the
total amount-the customer pays for the travel product and the négotiated net rate plus estimated taxes that the
supplier charges for that travel product. Customers generally pay for reservations in advance, at the time of =
booking. Initially, we record these customer receipts as accrued merchant payablés and either deferred income-
or net revenue, depending on the travel product. In' the merchant model, we do not take on credit risk with the:
customer, however we are subject to fraud risk; we have the ability to determine the price; we are not
responsible for the actual delivery of the flight, hotel room or car rental; we take no inventory risk; we have
no ab111ty to determme or change the. products or services dehvered ~and the customer chooses the suppher

We recognize net revenue under the merchant model ‘when ‘we have no further obligations to the
customer. For merchant air transactions, this is at the time of* booking: For merchant hotel transactions and
merchant car transactions, net revenue is recognized at the time of check-in or ‘customet pick-up, respecuve]y.
The timing of revenue recognition is different for merchant air travel because our prlmary service to the
customer is fulfilled at the time of booking. o

We accrue for the cost of merchant hotel and merchant car transactions based on amounts we expect to
be invoiced by suppliers. If we do not receive an invoice within a certain: period of time, generally within six
months, or the invoice recelved is less than the accrued amount, we reverse a portion of the accrued cost when.
we determine it is not probable that we will be required to-pay the supplier, based on our historical experience:
and contract terms. This would result in an increase in net revenue and a decrease to the accrued merchant
payable.

Under the retail model, we pass reservations booked by our customers to.the travel supplier fora .
commission. Under this model, we do not take on credit risk with the customer; we are not the primaty :
obligor with the. customer; we have no latitude in determining pricing; we take no inventory risk; we have no
ability to determine or change the products or services delivered; and the customer chooses the supplier.

We recognize net revenue under the retail model when the reservation is made, secured by a customer
with a credit card and we have no further obligations to the customer.. For air transactions, this is at the time
of booking. For hotel transactions and car transactions, net revenue is recognized at the time of: check-in or
customer pick-up, respectively, net of an allowance for cancelled reservations. The timing of recognition is . -
different for retail hotel and retail car transactions than for retail air travel because unlike air travel where the
reservation is secured by a customer’s credit card at booking, car rental bookings and hotel bookings are not
secured by a customer’s credit card until the pick-up date and check-in date, respectively. Allowances for
cancelled reservations primarily relaté to cancellations that do not occur through our website, but instead occur
directly through the supplier of the tiavel product. Thé amount of the allowance is determined based on-our
historical expenence The majonty of comnussmns earned under the retail model are based upon contractual
agreements. - : o

Dynamic vacation packages offer customers the ability to book a combination of travel products. .For
example, travel products booked in a dynamic vacation package may include a combination of air, hotel and
car reservations. We recognize net revenue for the entire package when the customer uses the reservation,
which generally occurs on the same day for each travel product included in the dynamic vacation package.

Under both the merchant and retail models, we may, depénding.upon the brand and the travel product,
charge our customers a service fee for booking the travel reservation. We recognize revenue for service fees at
K A
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ORBITZ WORLDWIDE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

the time we recognize the net revenue for the corresponding travel product. We also -may receive override.
commissions from suppliers if we meet.certain contractual volume thresholds. These commissions are:-.
recognized when the amount of the commissions becomes fixed or determinable, which is genera]ly upon
nouﬁcauon by. the respecuve travel supplier. . : . .

_ We utilize global distribution systems (“GDS”) services prov1ded by Gahleo Worldspan and Amadeus IT -
Group (“Amadeus”). Under our GDS service agreements, we eamn revente in the form of an incentive payment
for air, car and hotel segments that are processed through a GDS. Revenue is recognized for these incentive
payments at the time the travel reservation is processed through the GDS, whrch is generally at the time of
booking. : S

We also generate other revenue, which is primarily comprised of revenue from advertising, including
sponsoring links on our websites, and travel insurance. Advertising revenue is derived primarily from the
delivery of advertisements on our websites and is recognized either at the time of display of each individual
advertisement, or ratably over the adverusmg delivery period, depending on the terms of the advertising
contract. Revenues generated from sponsoring 11nks and travel insurance revenue are both recogmzed upon:
nouﬁcatlon from the alliance partner that'a transactlon has occurred.

Cost of .Rév\e_nue

Our cost of revenue is primarily comprised of direct costs incurred to generate revenue, including costs to
operate our customer service call centers, credit card processing fees, and other costs such-as ticketing and . -
fulfillment, customer refunds and charge-backs, affiliate commissions and connectivity and other processing
costs. These costs are generally variable in nature and are primarily driven by transaction volume.

Marketiﬁg ExpenSe

- “Our marketing expense is primarily comprised of online marketing costs, such as search and banner
advertising, and offline’marketing costs, such'as television, Tadio and print advertising. Online advertising
expense is recognized based on the terms of the individual agreements, which are gerierally over the ratio- of
the number of i impressions delivered over the total number of contracted impressions, or pay-per-click, or on a
straight-line basis over the term of the contract. Offline marketing expense is recognized in the period in
wh1ch it is 1ncurred Our online marketing costs are s1gmﬁcant1y greater than our offhne marketmg costs.

Incomé Taxes

Our provision for income ‘taxes is determined using the asset and liability method. Under this method,
deferred tax assets and liabilities are calculated based upon the temporary differencés between the financial
statement and income tax bases of assets and liabilities using the combined federal and state effective tax rates
that are apphcable to us in a given year. The deferred tax assets are recorded net of a valuat10n allowance
when, based on the weight of available evidence, we believe it is more likely than niot. that some portion or all
of the recorded deferred tax- assets w111 fiot be realized in future periods. Increases to the valuation allowance
are recorded as increases to the provision : for income ‘taxes. As a result of our adoptlon of updated gu1dance
issued by the Financial Accountmg Standards Board. (“FASB™) regarding business combinations, effective
January 1, 2009, to the extent that any valuation allowances established by us in purchase accounting are
reduced, these reductions are recorded through our consolidated statements of operations. These reductions
were previously recorded through goodwill. The realization of the deferred tax assets, net of a valuation
allowance, is primarily dependent on estimated future taxable income. A change in our estimate of future
taxable i income may requ1re an 1ncrease or decrease to the valuatlon allowance , '

For the penod January -1, 2007 to February 7 2007, the operauons of Travelport were mcluded in’ the
consolidated U.S. federal and state income tax returns for the year ended December 31, 2007 for Orbitz -

‘
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ORBITZ WORLDWIDE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Worldwide, Inc. and its subsidiaries.:However, the provision for income taxes was computed as if we filed our-
U.S. federal, state and. foreign income tax returns on a “Separate Company™ basis without the inclusion of the:
operations of Travelport. Furthermore, the-Separate-Company deférred tax assets and liabilities have been :
calculated using our tax rates on a Separate Company basis. The deferred tax assets and liabilities are based
upon estimated differences between the book and tax bases of our assets and liabilities as of December 31,
2007. Our tax assets anid hab111t1es may be ad]usted in connectron with the ultlmate ﬁnahzatlon of Travelport s
mcome tax retums :

For the years ended Deoember 31 2009 and December 31, 2008 the provision for U :S. federal, state and
foreign income taxes and the calculation of the deferred tax assets and liabilities were based solely on the °
operations of Orbitz Worldwide, Inc. and its‘subsi:diaries. )

Derivative Financial Instruments

We measure, denvatrves at farr value and recognize them in our consohdated balance sheets as. assets or
11ab111t1es depending on our rights or obhgatlons under. the apphcable derivative contract. For our denvatwes
designated as fair value hedges, the changes in the fair value of both the derivative instrument and the hedged
item are recorded in earnings. For our derivatives designated as cash flow hedges, the effective portions of
changes in fair value of the derivative are reported in other comprehensive income and are subsequently
reclassified into earnings when the hedged item affects earnings. Changes in fair value of derivative:
instruments not designated as hedging instruments, and ineffective portions:of: hedges are recogmzed in.
earnings in the current period. - : ST : : :

We manage interest rate- ‘exposure by utilizing interest rate swaps to achieve a desired mix of fixed and
variable rate debt. As of December 31, 2009, we had two interest rate swaps that effectively converted -
$200 million of the $600 million term loan facility from a variable to a fixed interest rate (see Note 14 —
Derivative Financial Instruments). We determined that our interest rate swaps qualified for hedge accounting
and were highly effective as hedges. Accordingly, we have recorded the change in fair value of our interest-
rate swaps in accumulated other comprehensive loss. »

We have entered into. forergn currency forward contracts to manage exposure to changes in foreign
currencies associated with recervables payables and forecasted earnings. These forward contracts did not s
qualify for hedge accountmg treatment. As a result, thé changes in fair values of the foreign currency forward
contracts were recorded in selling, general and administrative expense in our consolidated statements of
operatlons

We do not enter 1nto denvatlve 1nstruments for speculanve purposes We requlre that the hedges' or
derivative financial mstruments be éffective in managing the interest rate risk or foreign currency risk exposure
that they are des1gnated to hedge Hedges that qualify for hedge -accounting are formally desrgnated as such at
the 1ncept10n of the contract “When the terms of an underlyrng transaction are modified, or when the o
underlylng hedged item ceases to ex1st resulting in some ineffectiveness, the’ change in the fair value of the o
denvatrve instrument will be mcluded in earnings. Addltlonally, any derivative instrument used for. risk
management that becomes meffectrve is marked-to-market each period. We beheve that our credit nsk has
been mitigated by entenng mto these agreements with major financial institutions. Net interest dlfferentlals to’
be paJd or recerved under our 1nterest rate swaps are 1ncluded in mterest expense as 1ncurred or eamed '

Concentration of Credit Risk - - e . : B

Our cash and cash equivalents are potentially subject to concentration of credit risk. We maintain cash
and cash-equivalent balances with. financial institutions that, in some cases, are in excess of Federal Deposit
Insurance Corporation insurance .limits or-are foreign institutions. Our cash and cash equivalents: include

‘
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interest bearing bank account balances, U.S. treasury funds and investment grade institutional money market
accounts. oo Cae e o L oo
Cash and Cash Egquivalents : _ S _ ‘
We consider highly liquid investments purchased with an original maturity of three months or less to be
cash equivalents. These short-term investments are stated 4t cost, which approximates market value.

Allowdnbé for .DoﬁbW'lvAcéoLl;ﬁt‘:s

recorded in selhxig,.,.general and aqﬁﬁnjslrative 'eXp;ens,e in our consolidated ':stat_ements of operations. We
recorded bad debt expense of $1 million, almost nil and $2 million during the years ended December 31,
2009, December 31, 2008 and December 31; 2007, respectively. e

“Property and Equzpment Net

Property and equipment is recorded at cost, niet of ‘accumulated depreciation and amortization.. We = -
depreciate and ‘amortize property and equipment over their estimated useful lives using the straight-line. - .
method. The estimated useful lives by asset category are: Lo T

7 Asset 'Category R o o Estimated Uéeful Life .
Leasehold improvements. ... .. .... ... Shorter of asset’s-useful life or non-cancelable lease term
Capitalized software . .. .......... ... 3 - 10 years ’
Furniture,tfi_xtures and equipment ...... 3 - 7 years

We' capitalize the costs of software developed for internal use when the 'prelimihary'project‘ stage of the"

application has been completed and-it is probable that the project will' be completed ‘and used to perform the -
function intended. Amortization' commences when the software is placed into-sefvice.- P e
We also capitalize interest on internal software developinent projécts. The amount of interést capitaiized
is computed by applying our weighted average borrowing rate to qualifying expenditures. We capitahzed ,
almost nil, $1 million and $3 million of interest during the years ended December 31, 2009, December 31,

2008 and December 31, 2007, respectively.

We evaluate the recoverability of our long-lived assets, including proper_ty.: and éQuipmentj,alid'ﬁﬁ;’te—livedf
intangible assets, when circumstances jndicate that the carrying value. of those assets may not be recoverable. .

Gooawill, Trademarks and Other Intangible Assets

Goodwill represents the excess of the purchase price over the estimated fair value of the underlying assets
acquired and liabilities assumed in the acquisition of a business.. We assign goodwill to reporting units that are
expected to benefit from the business combination as of the acquisition date. Goodwill is not subject to - .
amortization. - - . T o T e e R L
/
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Our indefinite-lived intangible assets include our trademarks and trade names, which are not subject to
amortization. Our finite-lived intangible assets primarily include our customer and vendor relationships and are
amortized over their estimated useful lives, generally 4 to 8 years, using the straight-line method. Our
intangible assets primarily relate to the acquisition of entities accounted for using the purchase method of -
accounting and are estimated by management based on the fair value of assets received.

We assess the carrying value of goodwﬂl and other indefinite- lrved 1ntang1b1e ‘assets for impairment
annually or more frequently whenever events occur and circumstances change indicating potential impairment.
We perform our annual impairment testing of goodwill and other indefinite- hved mtanglble assets in the fourth
quarter of each year, in connection with our annual planning process.

- We assess goodwill for possible impairment using a two- -step process. The first step identifies if there is
potentral goodwill impairment. If step one indicates that an impairment may-exist, a second step is performed
to ‘measure the amount of the goodwill impairment, if any. Goodwill 1mpa1rment exists when the estimated fair
value of goodwill is less than its carrying value. If impairmént exists, the carrymg value of the goodwill is
reduced to falr value through an: 1mpa1rment charge in our consohdated statements of operatlons

For purposes of goodwﬂl 1mpa1rment testing, ‘we estlmate the farr value of our reportmg units to Wthh ‘
goodwill is allocated using generally accepted valuation methodologies, including market and income based
approaches, and relevant data available through and as of the testing date. The market approach is a valuation
method in which fair value is estimated based on observed prices in actual transactions and on asking prices
for similar assets. Under the market approach, the valuation process is essentially that of comparison and
correlation. between the subject asset and other similar assets. The income- approach is a method in which fair
value is estimated based on the cash flows that an asset could be expected to generate over its useful life,
including residual value cash flows. These cash flows are then discounted to their present value equivalents
using a rate of return that accounts for the relative risk of not realizing the estimated annual cash flows and
for the time value of money. Variations of the income approach are used to estimate certain of the intangible
asset fair values.

We assess our trademarks and trade names for impairment by comparing their carrying value to their
estimated fair value. Impairment exists when the estimated fair value of the trademark or trade name is less
than its_ carrying value. If impairment exists, then the carrying value is reduced to fair value through an
impairment charge recorded to ourconsolidated statements of operations. We use a market or income. valuation
approach as descnbed above, to estimate fair values of the relevant trademarks and trade names.

Tax Sharmg Lzabtlzty

We have a liability 1nc1uded in our consohdated balance sheets that relates to a tax sharing agreement
between Orbitz and the Founding Airlines. The agreement governs the allocation of tax benefits resulting from
a taxable exchange that took place in connection with the Orbitz initial public offering in December 2003
(“Orbitz TPO™). As a result of ‘this taxable exchange, the Founding Airlines incuirred a taxable gain. The
taxable exchange caused Orbitz to have additional future tax deductions for depreciation and amortization due
to the increased tax basis of its assets. The additional tax deductions for deprecratron and amortization may
reduce the amount of taxes we are required to pay in future years. For each tax penod during the term of the
tax sharing agreement, we are obligated to pay the Founding Airlines'a significant percentage of the amount
of the tax benefit realized as a result of the taxable exchange. The tax sharing agreement commenced upon
consummation of the Orbitz IPO and continies until all tax benefits have been utilized. ‘

We use discounted cash flows in calculating and recognizing the tax sharing liability. We review the
calculation of the tax sharing liability on a quarterly basis and make revisions to our estimated timing of -
payments when appropriate: We. also assess. whether there are any significant changes, such as changes in
timing of payments and tax rates, that could materially affect the present value of the tax shanng liability.

;o
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Although the expected gross remaining payments that-may be due under this agreement are $214 million as of
December 31, 2009, the timing of payments may change. Any changes in timing of payments are recognized
prospectively as accretions to the tax sharing liability i in our consolrdated balance sheets and non~cash interest
expense in our consohdated statements ‘of operatrons

At the time of the Blackstone Acqursrtron ‘Cendant (now Avis Budget Group, Inc. ) indeémnified Travelport
and us for a portion of the amounts due under the tax shanng agreement As a result, we ‘have’ a $37 million' -
receivable included in other non-current assets in out consolidated balance sheets ‘at December 31, 2009 and *
December 31, 2008. Cendant is oblrgated to pay us this amount when it recéives the tax benefrt We regularly
monitor the financial condition of Cendant to asséss the collectabllrty of this recervable ' '

Equity-Based Compen.fdtiort

We measure equity-based compensatlon cost at fair value and recognize the correspondmg compensatron
expense on a straight-line basis over the service "period during which awards are expected to vest. We include
equity-based compensation expense in the selling, general and administrative line’ of our consolidated
statements of operations. The fair value of restricted - stock:and restricted stock units is-determined based. on
the average of the high and low price of our ecommon stock on the' date of grant. The fair value ofistock- - -
options is determined on the.date of grant using the Black-Scholes valuation model. The -amount of equity-.-;
based compensation expense recorded each period is net-of estimated forfeitures. We estimate forfeitures based
on historical employee turnover rates, the terms of the award issued and assumptions regarding future
employee turnover.

Recently Issued Accountmg Pronouncements
In September 2006, the FASB issued gu1dance that deﬁnes farr value estabhshes a framework for
measuring fair value-and expands disclosure about fair value measurements: This guidance,-as:it. applies to- -
non-financial assets. and non-financial liabilities that are recognized at.fair. value -on a nonrecurring basis, was -
effective beginning on January 1,:2009. Our adoption of this guidance for-our:non-financial assets and non-
financial liabilities did not have a material impact on our consolidated financial position or-results of:
operations.

In December 2007, the FASB issued updated gmdance that: establishes prrncrples and requ1rements for the
reportlng entity in a business combination, including recoghition and méasurement in the firiancial statements
of the identifiable assets acquired, the liabilities assumed, and any non-controlling ‘interest in the acquiree:
This guidance also establishes disclosure requirements to enable financial ‘statement users to evaluate the
nature and financial effects of the business combination. We adopted this guidance ‘on January 1, 2009. Our
adoption of this guidance will not have an effect on our consolidated financial ‘statements unless we enter into
a business combination or reduce our deferred tax valuation allowance that was. estabhshed in purchase
accounting. Prior to our adoptlon of this guidance, any reductlons in our remammg deferred income tax
valuation allowance that was orrgrnally established in purchase accountrng were recorded through goodwrll
Begrmung January 1, 2009, these reductions are recorded through our consohdated statements of operatlons

In December 2007, the FASB issued updated guidance that establishes accounting and reporting standards
for the noncontrolling interest (previously reférred to as minority interest) in-a subsidiary. 4nd for: the
deconsolidation of a subsidiary. This guidance requires that noncontrolling interests be.classified as a separate .
component of equity in the consolidated financial statements and requires. that the amount of net income
attributable to noncontrolling interests be included in:consolidated net income: This guidance was effective -
January 1, 2009 on a prospective basis, except: for the presentation and disclosure requirements, which are

‘
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applied retrospectively. Our adoption of this guidance did not have a material impact on our consohdated
financial position or results of operations.

In March 2008, the FASB issued guidance that changes the disclosure requirements for derivative
instruments and hedging activities previously identified. This guidance provides for enhanced disclosures
regarding (a) how and why an entity uses derivative instruments, (b) how derivative instruments and related
hedged items are accounted for and (c) how derivative instruments and related hedged items affect an entity’s
financial position, ﬁnanc1al performance and cash flows. We adopted this guldance on January 1, 2009. Our
adoption of this gu1dance did not have an impact on our consohdated financial position or results of
operations. The applicable disclosures are included in Note 14 — Derivative Financial Instruments.

In June 2008, the FASB issued guidance that states that unvested share-based payment awards that
contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating
securities and shall be included in the computation of earnings per share using the two-class method. This
guidance also requires all prior period earnings per share data presented to be adjusted retrospectively. We
adopted this guidance on January 1, 2009, and it did not have an impact on our consohdated financial
statements or calculatlon of earnings per share ’

In April 2009, the FASB issued guidance that requires dxsclosures about the fair value of ﬁnancml
instruments for interim reporting periods and in annual financial statements. This guidance was effective for
interim reporting periods ending after June 15, 2009. Our adoption’ of this guidance did not have an"impact on
our consolidated financial position of results. of operatlons The apphcable d1sclosures are 1nc1uded in’ :
Note 19 — Fair Value Measurements. : ' :

In May 2009, the FASB _issued guidance that establishes general standards of accounting for and
disclosure of events that occur after the balance sheet date but before financial statements are issued or
available to be issued. This guidance sets forth the period after the balance sheet date during which
management of a reporting entity should evaluate events or transactions that may occur for potential
recognition or disclosure in the financial statements, the circumstances under which an entity should recognize
events or transactions occurring after the balance sheet date in its financial statements, and the disclosures that
an entity should make about events or transactions-that occurred after the balance sheet date. This-guidance
was effective for interim or annual periods ending after June 15, 2009. Our:adoption of this gu1dance did not
have an impact on our consolidated financial: position or results of operations.

In June 2009, the FASB issued The FASB Accounting Standards Codification™ and the Hierarchy of
Generally Accepted. Accounting Principles, which identifies the sources of accounting principles and the
_framework for selecting principles used in the preparation of financial statements of nongovernmental entities
that are presented in conformity with GAAP in the United States. The new codification was effective for
interim and annual periods endmg after September. 15, 2009. Our adoption of the new codification did not
have an impact on our consolidated financial position or results of operatlons :

In August 2009, the FASB issued guidance that addresses the impact of transfer restrictions on the fair
value of a liability and the ability to use the fair value of a liability that is traded as an asset as an input to the
valuation of the underlying liability. The guidance also clarifies the application of certain valuation techniques,
including when to make adjustments to fair value. This guidance was effective in the fourth quarter of 2009.
The adoption of this guidance did not have an impact on our consolidated financial position or results of
operations. ' '

In September 2009, thé FASB issued guidance that allows companies to allocate arrangement consider- -
ation in a multiple element arrangement in a'way that better reflects the transaction economics. It provides
another alternative for establishing fair value for a deliverable when vendor specific objective evidence or third
party evidence for deliverables in an arrangement cannot be determined. When this evidence cannot be
determined, companies will be required to develop a best estimate of the selling price to separate deliverables

‘¢
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and allocate arrangement consideration using the relative selling price method. The: guidance also expands the
disclosure requirements to require that an entity provide both qualitative and quantitative information: about' the
s1gmﬁcant judgments made in applying this guidance. This guidance is effective on a prospective basis for
revenue arrangements entered into or materrally modified on or after Jaiuary 1, 2011. We are currently
assessing the impact of this guidance on our financial position and results of operations. e

In January 2010, the FASB issued guidance that requires expanded disclosures about fair value
measurements. This guidance adds new requirements for disclosures about transfers into and out of Levels 1
and 2 and separate disclosures about purchases, sales, issuances, and settlements relating to Level 3
measurements. It also clarifies existing fair value dlsclosures about the level of dlsaggregatlon and about inputs
and valuation techniques used to measure. farr value. This guldance is effective for the first reporting perrod
beglnmng after December 15, 2009, except for the requlrement to’ prov1de thee Levél 3 activity of purchases
sales, issuances, and settlements on a gross basis, which will be effective for fiscal years begmmng after
December 15, 2010, and for interim periods w1th1n those ﬁscal years. We are currently assessing the 1mpact of
th1s gu1dance on our financial position_and results of operatlons

3. Impalrment of Goodwill and Intanglble Assets

We assess the carrying value of .goodwill and other indefinite-lived 1ntang1b1e assets for impairment
annually or more frequently whenever events occur and circumstances change indicating potential impairment.
We also evaluate the recoverability of our long-lived assets, including our finite-lived intangible assets, when
circumstances indicate that the carrylng value of those assets may not be recoverable. See Note 2 — Summary
of Significant Accounting Policies for further information on_our accountlng pohcy for goodw111 other
indefinite- hved 1ntang1b1e assets and finite-lived 1ntang1ble assets.

2009

During the three months ended March 31, 2009 we expenenced a srgmflcant dechne in our stock prrce .
and economic and industry conditions continued to weaken. These factors, coupled with an increase in
competitive pressures, indicated potential impairment of our goodwill-and trademarks§ and tradé names.-As a
result, in connection with the preparation of our financial statements for the first quarter of 2009 we B
performed an interim 1mpa1rment test of goodwill and trademarks and trade names. v RV

For purposes of testing goodwﬂl for potentral 1mpa1rment we estlmated the fair value of the apphcable
reporting units to which all goodwill is allocated using generally aceepted valuation methodologres, 1nclud1ng
market and i income based approaches, and relevant data available through and as of March 31, 2009.

For purposes of testing our. 1ndeﬁn1te-11ved 1ntang1b1e assets for 1mpa1rment we, used approprrate
valuatlon techniques to separately estimate the fair values of all of our indefinite- hved intangible assets as of
March 31, 2009 and compared those estimates to the respective carrying values. Our 1ndeﬁn1te—hved mtangrble
assets are comprised of trademarks and trade names. We used an income valuauon approach. to estimate fair
values of the relevant trademarks and trade names. The key inputs to the discounted cash flow model were our
historical and estimated future revenues, an assumed royalty rate, and the discount rate, among others. While
certain of these inputs are observable, significant judgment was. required to select certain inputs from observed
market data,

As part of our interim impairment test, we were required to determine the fair values of our finite-lived
intangible assets, including our customer and -vendor relationships, as of March 31, 2009. We determined the
fair values of our finite-lived intangible assets by discounting the estimated future cash flows of these assets.

As a result of this testing, we ‘concluded that the goodwill and trademarks and trade names related to both
our domestic and international subsidiaries were impaired. Accordingly, we recorded a non-cash impairment
charge of $332 million during the year ended December 31, 2009, of which $250 million related to goodwill

‘
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and $82 million related to trademarks and trade, names. ‘This charge is included in the 1mpa1rment of goodwrll
and. intangible assets: expense hne item in .our consolidated statement of operatrons : . .

Due to the current economic uncertamty and other factors we cannot assure. that the remarmng amounts
of goodwill, indefinite-lived intangible assets and ﬁmte l1ved 1ntang1ble assets w111 not, be further 1mpa1red in
future periods.

2008 .

‘ Durlng the year ended December 31, 2008 in connection wrth our annual planmng process we lowered
our long- -term earnings forecast in response to ‘changes in the econonuc environment, including the potential
future 1mpact of airline capacuy reductions, increased fuel prrces and a weakemng global economy. These
factors, _coupled with a prolonged decline in our market capltahzatlon 1nd1cated potentlal impairment of our
goodw111 and trademarks and trade names Add1t10nally, given the economrc ‘environment, our distribution _ .
partners were under increased pressure to reduce their overall costs and could have attempted to terminate or
renegotiate their agreements with us on more favorable terms to them. These factors indicated that the carrying
value of certain of our finite-lived intangible assets, specifically customer relationships, may not be |,
recoverable. As a result, in connection with the preparation of our financial statements for the third ‘quarter of
2008, we performed an interim: 1mpanment test of our goodw111 indefinite-lived 1ntang1ble -assets-and finite-
lived intangible assets. .. . - s L . P .

For purposes of testmg goodw1ll for ‘potential impairment, we estlmated the fair value of the apphcable
reporting units to which all goodwill is allocated using generally accepted valuatron methodologres mcludmg
the market and income based approaches, and relevant data avallable through and as of September 30, 2008

We further used appropnate valuation techmques to separately estimate the farr values of all of our
indefinite-lived intangible assets as of September 30, 2008 and compared those estimates to the respective
carrying values. We used a market or income valuatlon approach to estrmate farr values of the relevant
trademarks and trade names

We also, determmed the estlmated fair values of certam of our. ﬁmte—hved 1ntang1b1e assets asof .
September 30, 2008, specifically certain of our customer relationships whose carrying values exceeded their
expected future cash flows on an undiscounted basis. We determined-the fair values of these customer.
relatlonshrps by discounting the estimated future cash flows of these assets We then compared the estunated
fair values to the respectrve can’ymg values »

As a result of this testmg, we. concluded that the goodwrll and trademarks and trade names related to both
our domestic and international subsidiaries as well as the customer relationships related to our domestic
subsidiariés were impaired. Accordingly, we recorded a non-cash impairment charge of $297 million during
the year ended December 31, 2008; of which $210 million related-'to-‘goodwill, $74 million related to
trademarks and tradé names and $13 million telated to customer relationships: This charge is included in the -
impairment of goodwill and intangible- assets expense line item in our consolidated statements of Operations:
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4. Property and Equipment, Net

- Property and equipment, net, consisted of the following: -
I : ' o B December 31, 2009 December 31, 2008
(in millions)

Capitalized software .. ......0.......... PR $221 $188

Furniture, fixtures and equipment. .................. 69 ' 60‘; o

* Leasehold improvements . . . . ........... [ 13 137
Construction in progress ... .............ocvvon... . 14 _ 15
Gross property and equipment . .. ......... e ' 317 276

. Less: accumulated depre01at10n and amortlzatlon e ‘ (13_6) _ _(86)

. ‘Property and equipment, net .. S a e » .. 181 $1970',

For the years ended -December 31, 2009, December-31, 2008 and December 31,2007, we recorded
depreciation-and amortization expense related-to property and equipment in the amount of $52 rmlhon s
$48 million and $37 rmlhon réspectively. - : S - P

There were no assets subject to cap1ta1 leases at December 31, 2009 and December 31 2008

5. Goodwﬂl and Intanglble Assets

In- connection with the Blackstone Acquisition, the carrying value of our assets and liabilities was revised
to reflect fair values as of August 23, 2006. The total amount of resulting goodwill that was assigned to us
was $1.2 billion. S : :

Goodwill and 1ndeﬁn1te—11ved intangible assets consisted of the following at December 31, 2009 and
December 31, 2008:

December 31 2009 December 31 2008
(in millions)

Goodwzll and Indeﬁmte Lived Intangible Assets: L B
Goodwill . ... ... i $713 " $949
Trademarksandtradenarnes.......................;..... con 2 185 e e 00232

The changes in the carrying -amount of goodwill were as follows:

Amount
A "~ (ini‘millions)’
Balance at December 31, 2007, net of accumulated impairment of $0 ....... ... .. $1,181
Impairment (a) . .. . .. e [ P e - (210)
Impact of foreign currency translation (b) . ....................... e, .- -(22) -
Balance at December 31, 2008, net of accumulated impairment of $210............  ° 949
Impairment (a) .. .... S - (250)
Impact of foreign currency translation (b) ......... .. U, e 14
Balancé at December 31, (2009 net of accumulated impairment of $460. .......... : $ 713.

(a) Durmg the years ended December 31, 2009 and December 31, 2008, we recorded non-cash i 1mpaJr— )
ment“‘charges related to-goodwill and trademarks and trade names (see Note 3 — Impalrment of
Goodwill and Intangible Assets). :

(b) Goodwill is allocated among our sub51d1ar1es, mcludmg certain mtematronal subs1d1ar1es As a result,
the carrying amount of our goodwill is impacted by foreign currency translation each period.

‘
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Finite-lived intangible assets consisted of the following at December 31, 2009 and December 31, 2008: .

December 31,2009 . . December 31, 2008

Gross ' Net  Weighted  Gross ' Net Weighted
Carrying Accumulated Carrying Average Carrying Accumulated Carrying Average
* Amount Amortization Amount Useful Life Amount Amortization Amount Useful Life

(in-millions) (in years) ‘ (in mi!lions) (in years)
Finite-Lived Intangible Assets: 7 o , )
Customer relationships (@) ....... $66 $(50) $16 4 $68 $37)  $31 4
Vendor relationships and other ... _ 5 @ _3 7 _4 . _OH ._3 7
Total Finite-Lived Intangible Assets .. $71  $(52)  $19 5 $72 338  $34 5

(a) During the year ended December 31, 2008, we recorded a non-cash 1mpa1rment charge of $13 million
related to our customer relationships (see Note 3 — Impairment of Goodwill and Intangible Assets).

For the years ended December 31, 2009, December. 31, 2008 and December 31, 2007, we recorded
amortization expense related. to finite-lived intangible -assets in the amount of $17 million, $18 million and
$20 million, respectively. These amounts are included in depreciation and amortization expense in our
consolidated statements of operations

The table below shows estlmated amortization expense related to our ﬁmte-llved intangible assets over
the next five years: :

Year ; ) ‘ i . (in millions)

7203 L T S $11
£0) S PR 3
2012, . o e 2
2013, e e e 2
2014, . oo e 1

S
=
=R
o
—_
O

6. Accrued Expenses

Accrued expenses consisted of the following:

December 31,2009  December 31, 2008
(in millions)

EMPIOYEE COSES () « v« v v v v e vveeee e e eiiaaneeneeans - $33

$13

Advertising and marketing . . ... e 18 29
______ Tax sharing liability, current . . .. ........... . ... .. .... 17 15
Rebates ........................ e 6 6
CUuStOMEr SEIVICE COSES + . v v v v vt e et e e aneee e Yo 6 5
Contract exitcosts (b). . ............... e e -5 4
Technology costs . ........ ..., e 4 7
Professional fees. .. ...... e S S 4 4
Unfavorable contracts, current. . . ....... PUPEPIN . ' 3 3
Facilifles COSES .« « v oo v v et et i e e i e e e s G 3 4
L0117 R 14 _ 16
Total accrued expenses ... ..... .. ... .. 0 o0 $113 $106

|
\1

(a) At December 31, 2009, the employee costs line item includes amounts accrued related to our Perfor-
mance-Based Annual Incentive Plan. At.December - 31 2008, based .on Company performance, no
such amounts were-accrued. ‘ ' :
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(b) In connection with our early termination of an agreement during the year ended:December 31, 2007,
we are required to make termination payments totaling $18 million from January 1, 2008 to' Decem-
ber 31, 2016, and we recorded a $13 million charge to selling, general and administrative expense in

~ our consolidated statements of operations for the year ended December 31, 2007. We accreted interest
_expense of $1 million related to the termination liability during each of the years ended December 31,
2009, December 31, 2008 and December 31, 2007 We also made the required termination payments
of $4 million, $1 million and $0 during the years ended December 31, 2009, December 31, 2008 and
December 31, 2007, respectively. At December 31, 2009, the net present value of the remaining ter-
mination payments of $11 milliori was included in our consolidated balance sheets, $5 million of
“which was included in accrued expenses and $6 million of which was included in other non-current
liabilities. At December 31, 2008, the net present value of the remaining termination payments.of
$14 million was included in our consolidated balance sheets, $4 million of which was included in - -
accrued expenses and $10 million of which was included in other non-current liabilities.

7. ‘Term Loan and Revolving Credit Facility

On me 25, 2007, concurrent with the IPO, we entered into a $685 million senior secured credit
agreement (“Credit Agreement”) consisting of a seven-year $600 million term loan fac111ty (“Term Loan”) and
a six-year $85 million revolvmg credrt facility (“Revolver”) : b

Term Loan

"The Term Loan bears interest at a variable rate, at our option, of LIBOR plus a margin of 300 basis -
points or an alternative base rate plus a margin of 200 basis points. The alternative base rate is equal to te.
higher of the Federal Funds Rate plus one half of 1% and the prime rate (“Alternative Base Rate™). The
principal amount of the Term Loan is payable in quarterly installments of $1.5 million, with the final .
installment (equal to the remaining outstanding balance) due upon maturity in July 2014. In addition,
beginning with the first quarter of 2009, we are required to make an annual prepayment on the Term Loan.in
the first quarter of each fiscal year in an amount up to 50% of the prior year s excess cash flow, as defined in
the Credit Agreement. Prepayments from excess cash flow are apphed in order of maturity, to the scheduled
quarterly term loan principal payments. Based on our cash flow for the year ended December 31, 2008, we
were not required to make a prepayment in 2009. Based on-our cash flow for the year ended December 31
2009, we are required to make a prepayment on the Term Loan of $21 million in the first quarter of 2010.-
The potential amount of prepayment from excess cash flow that will be requ1red beyond the f1rst quarter of
2010 is not reasonably estimable as of December 31; 2009.

The changes in the Term Loan during the years ended December 31, 2009 and December 31, 2008 were
as follows

_ Amount .

‘ : © (inmillions)

Balance at December 31,2007 ... .. ..........ovooon..... P L. %599
Scheduled principal payments . .-. . .. .. D AP el ©6)
Balance,at December 31,2008 .. .. ...... P e LA L 593
"~ Scheduled principal payments . . . . .. B LT o “(6)

Repurchases (a) .. ... P e L B (10) -

Balance at December 31, 2009 . . .. . . PR e $5TT

(a) On June 2, 2009, we entered into an amendment (the “Amerldment”) to our Credit Agreement, which
permits us to purchase portions of the outstanding Term Loan on a non-pro rata basis using cash up
to $10 million and future cash proceeds from equity issuances and in exchange for eqmty interests on
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or prior to June 2;-2010. Any portion of the Term Loan purchased by us ‘will be retired pursuant to
« the terms of the amendment. , .

 On June 17, 2009 we completed the purchase of $10 mllhon in prmc1pal amount of the Term Loan,
as requrred by the Amendment, The prmc1pal amount of the Term Loan purchased (net of associated
unamortized debt issuance ‘costs of almost nil) exceeded the amount we paid to purchase the debt
(inclusive of miscellanéous fees incurred) by $2 million. Accordmgly, we recorded a $2 nnlhon gain
“on extinguishment of a portion of the Term Loan, which is included in gain on ext1ngu1shment of
' debt in our consohdated statements of operat10ns for the year ended December 31, 2009 ‘

- At December 31, 2009,'we had interest rate swaps outstanding that effectively converted $200 mllhon of
the Term Loan.to a fixed interest rate (see Note 14 — Derivative Financial Instruments). At December 31,
2009, $100 million of the Term. Loan effectively bears interest at a fixed rate of 6.39% and an’ additional
$100 million of the Term Loan effectively bears interest at a fixed rate of 5.98%, through these interest rate
swaps. Of the remaining $377 million of the Term Loan, $327 million bears interest at a variable rate of
LIBOR plus 300 basis points, or 3.23%, as of December 31, 2009, which is based on the -ope-month LIBOR,
and $50 million bears interest at a variable rate of LIBOR plus 300 basis points, or 3. 26%, as of December 31,
2009, which is based on the three—month LIBOR. SR

At December 31, 2008, we had interest rate swaps outstandmg that effectively converted $400. mllhon of
the Term Loan to a fixed interest rate. At December 31, 2008, $200 million of the Term Loan effectlvely had
a fixed interest rate of 8.21%, $100 million of the Term Loan effectively had a fixed interest rate of 6.39% -
and an additional $100 million of the Term Loan effectively had a fixed interest rate of 5.98%, through these
interest rate swaps. Of the remaining $193 million .of the Term Loan, $100 million had a variable interest rate
of LIBOR plus 300 basis points, or 4.46%, as of December 31, 2008, which was based on the three-month
LIBOR, and $93 million had a variable. interest rate of LIBOR plus 300 bas1s points, or 3 46% as of
December 31 2008, whrch was based on the one-month LIBOR. : :

Revolver

The Revolver provides for borrowings and Jetters of credit of up to $85 mllhon ($50 nnlhon in
U.S. doliars and the equivalent of $35 million denommated in Euros and Pounds Sterlmg) and ,bears interest at
a variable rate, at our option, of LIBOR plus a ‘margin of 225 basis points or an Alternative Base Rate plus a
margin of 125 basis points. The margin is subject to change based on our total leverage ratio, as defined i in the
Credit Agreement with a maximum margin of 250 basis points on LIBOR-based. loans and 150 basis points .-
on Alternative Base Rate loans. We also incur a commitment fee of 50 basis points on any unused amounts on-
the Revolver. The Revolver matures in July 2013.

" Lehman Commermal Paper Inc., which filed for bankruptcy protection under Chapter 11 of the United
States Bankruptcy Code on October 5, 2008, held a $12.5 million commitment, or 14.7% percent, of the
$85 million available under the Revolver. As a result, total availability under the Revolver has effectively been
reduced from $85 million to $72.5 million.

At December 31, 2009 and December 31 2008, $42 million and $21 million of borrowmgs were
outstandmg under the Revolver, respectively, all of which were denominated in U.S. dollars, In addition, at
December 31, 2009, there was the equivalent of $5 million of outstanding letters of credit. issued under the
Revolver, which were denommated in Pounds Sterling. There were no outstanding letters .of credit issued
under the Revolver at December 31, 2008. The amount of letters of credit issued under the Revolver reduces
the amount.available to us for borrowings. We had $26 million and $52 million of ava11ab111ty under the
Revolver at December 31, 2009 and December 31, 2008 respectlvely

At December 31, 2009, the $42 million of borrowmgs outstanding -under the Revolver bear interest at a
variable rate equal to the U.S:-dollar LIBOR rate plus 225 basis points, or 2.48%. At December 31, 2008,

‘
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$11 million of the: outstanding borrowings had an interest rate equal to the Alternative Base Rate plus 150 basis
points, or 4.75%, and $10 million of the outstanding borrowings had a variable interest rate of LIBOR plus -
250 basis points, or 2.96%. Commitment fees on unused amounts under the Revolver were almost nil for each
“of the years ended December 31, 2009, December 31 12008 and December 31, 2007

 We 1ncurred an aggregate of $5 million of debt issuance costs in connectlon with the Term Loan and
Revolver. These costs are being amortized.-to interest expense over the contractual terms of the Term Loan and
Revolver based on the .effective-yield method. Amortization :of debt issuance ‘costs was $1 ‘million, -$1 million
and almost nil for the years ended December 31, 2009, December 31, 2008 and December 31, 2007,
respectively.

The Term Loan and Revolver are both secured by substantially all of our and our domestic subsidiaries’
tangible and intangible assets, including a pledge of 100% of the outstanding capital stock or other equity
interests of substantrally all of our direct and indirect domestic subsidiaries and 65% of the capital stock or
other, equ1ty interests of certain of our forergn subsidiaries, subject to certain exceptions. The Term Loan and
Revolver are also guaranteed by substantially- all of our domestlc subsidiaries.

- The Credit 'Agreement contains various customary restrictive covenants that limit our ability to, among
other things: incur additional indebtedness or énter into’ gliaranitees; enter into sale or leaseback transactions;”
make investments, loans or acquisitions; grant or incur liens on our assets; sell our assets; engage in mergers,
consolidations, 11qu1dat10ns or d1ssolut1ons engage in transactrons wrth afﬁhates and make restricted
payments: -

The Credit Agreement requires us not to exceed a maximum total 1everage ratio, Whlch dechnes through
March 31,2011, and to maintain a minimum fixed charge coverage ratio, each as defined in the Credit
Agreement. -As of December 31,2009, we were required not to exceed a maximum total" leverage ratio of 4.25
to 1-and to maintain a minimum fixed charge coverage ratio of 1 to-1. As of December 31, 2009, we were 1n
comphance W1th all covenants and condltlons of the Credit Agreement.

The table below shows. the aggregate matuntles of the Term Loan and Revolver over the next five years,

excludmg any mandatory repayments that could be required under.the Term Loan beyond the first quarter of
2010:. : , _

Year . e oo R . S ; Y (in millions)

2010 ..o F $ 21
2011, .o e e —
2012 o e —
2013, e 45
2014, .o 553

TOtAl. . .ottt $619

8. Exchange Agreement and Stock Purchase Agreement

On November 4, 2009, we entered into an Exchange Agreement (the “Exchange Agreement”) w1th PAR
Investment Partners, L.P. (“PAR”). Pursuant to the Exchange Agreement, as amended, PAR agreed to exchange
$50 million aggregate principal amount of term loans outstanding under our senior secured credit agreement
for 8,141,402 shares of our common stock. Concurrently with the entry into the Exchange Agreement, we also
entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Travelport pursuant to which
Travelport agreed to purchase 9,025,271 shares of our.common stock for $50 million in cash. Both equity
investments ‘were priced.at $5.54 per share based on the market closing price of the Company’s common stock
on Tuesday, November 3, 20009.

‘
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- The equity investments contemplated by the Exchange Agreement and the Stock Purchase Agreement
were subject to ‘customary closing-conditions, including a condition that both transactions must close
simultaneously, and were subject to shareholder . approval under the New York Stock Exchange rules.

In connection with the Exchange Agreement and the Stock Purchase Agreement, the Company entered
into a Shareholders’ Agreement. with PAR and Travelport pursuant to which; contingent upon the completion
of the transactions contemplated by the Exchange Agreement and the Stock Purchase Agreement, PAR has the
right o designate one director-and Travelport has the right to designate an additional director to our Board of -
Directors. Both transactions ‘closed in January 2010 (see Note 23 — Subsequent Events).

9. Tax Sharing Liability , .

We have a liability included in our consohdated balance sheets that relates to a tax sharing agreement
between Orbitz and the Foundmg Airlines. The agreement govems the allocation of tax benefits resulting from
a taxable exchange that took place in connection with the Orbitz IPO i in December 2003. As a result of this
taxable exchange, the Founding Airlines incurred a taxable gain. The taxable exchange caused Orbitz to have
additional future tax deductions for depreciation and amortization due to the increased tax. basis of its assets.
The additional tax deductlons for depreciation ¢ and amortization may reduce the amount of taxes we are
required to pay in future years. For each tax period during the term of the tax sharing agreement, we are
obligated to pay the Founding . A1rhnes a significant percentage. of the. amount of the tax benefit realized; as a
result of the taxable exchange. The tax sharing agreement commenced upon consummation of the Orbitz IPO
and continues until all tax benefits have been utlhzed ‘

As of December- 31 2009 the estunated remaining payments that may be due under this agreement were
approximately $214 million. Payments under the tax sharing agreement are generally due in the second, .third
and fourth calendar quarters of the year, with two payments due in the second quarter. We estimate that the
net present value of our obligation to pay tax benefits to the Founding Airlines was $126 million and . .
$124 million at December 31, 2009 and December 31, 2008, respectively. This estimate is based upon certain
assumptions, including our future operating performance and taxable income, the tax rate, the timing of tax
payments, current and projected market conditions, and the apphcable discount rate, all of which we believe
are reasonable. The discount rate assumption is based on our weighted average cost of capital at the time of
the Blackstone Acquisition, which was approximately 12%. These assumptions are inherently uncertam
however, and actual results could dlffer from our estimates. )

The-table below shows the changes in the tax sharing liability ever the past two. years:

Amount
. ’ (in millions)
Balance at December 31, 2007 ......... SO $141 -
Accretion of mterest expense (@)........ [ 17
Cash PAYMENLS . . . .. & ot vttt et et e e 20)
Adjustment due to a reduction in our effective tax rate (b). ... .. e EETTERR (14
Balance at December 31,2008 .. ........ ... . i P L 124
'Accretlon of interest expense (a). . .. . .. P R P e 13 -
Cashpayments ................. ..... T P ¢ £ VI
- Balance at December 31,2009 . . . ...ttt it e $126

(a) We accreted interest expense related to the tax sharing liability of $13 million, $17 million and
$14 million for the years ended Decémber 31, 2009, December 31, 2008 and December 31, 2007,
respectively.

‘
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(b) This adjustment was recorded to appropriately reflect our liability under the tax sharing agreement
following a reduction in our effective tax rate during the year ended December 31, 2008, which
resulted from a change in state tax law as it relates to the apportionment of income. The reduction .in

* - our effective tax rate reduces the estimated remaining payments that may be due to the airlines under
the tax sharing agreement. The adjustment to the tax sharing liability was recorded as a reduction to
selling, general and administrative expense in our consolidated statements of operations, as this
liability represents a commercial liability, not a tax liability. If our effective tax rate changes in the
future, at either the federal or state level, we may be reqmred to furcher adJust our 11ab111ty under the
tax “sharing agreement

Based upon the future payments we expect to make, the current portion of the tax shanng liability of
$17 million and $15 million is included in accrued expenses in our consolidated balance sheets at ‘
December 31, 2009 and December 31, 2008, respectively. The long-term portion of the tax sharing liability of
$109 million is reflected as the tax sharing liability in our consolidated balance sheets at December 31, 2009. .
and December 31, 2008. At the time of the Blackstone Acqulsmon, Cendant (now Avis Budget Group, Inc.)
indemnified Travelport and us for a portion. of the amounts due under the tax sharing agreement. As a result,
we recorded a recelvable of $37 million which is included in other non-current assets in our consolidated
balance sheets at December 31, 2009 and December 31, 2008, respectively. We expect to collect this
receivable whén Cendant receives the tax benefit. Similar to our trade accounts receivable, if we were, in the
future, to determine that all or a portion of this receivable is not collectable, the portion of this recelvable that
was no longer deemed collectable would be written off. ’

The table below shows the estimated payments under our tax sharing liability over the next five years:

2000, L e $ 19
20T 20
) 21
2003, 18
20, 18
Thereafter. . .. ........o oo 118

Total. . $214

10.“ Unfavorable Contracts

In December 2003, we entered into amended and restated airline charter assoc1ate agreements, or “Charter
Associate Agreements,” with the Founding Airlines as well as US Airways (“Charter Associate Airlines”).
These agreements pertain to our Orbitz business, which was owned by the Founding Airlines at the time we
entered into. the agreements. Under each Charter Assocmte Agreement, the Charter Associate A1r11ne has
agreed to provide Orbitz with information regarding the airline’s ﬂlght schedules published air fares and seat
availability at no charge and with the same frequency and at the same time as this information is provided to
the airline’s own website or to.a website branded and operated by the airline and any of its alliance partners or
to the airline’s internal reservation system. The agreements also provide Orbitz with nondiscriminatory access
to seat availability for published fares, as well as marketing and promotional support. Under each agreement,
the Charter Associate Airline provides us with agreed upon transaction payments when consumers book air
travel on the Charter Associate Airline on Orbitz.com. The payments we receive are based on the value of the
tickets booked and gradually decrease over time. The agreements expire on December 31, 2013. However,
certain’-of the Charter Associate Airlines may terminate their agreements for any reason or no reason prior to
the scheduled expiration date upon thirty days prior notice to us. -

/

92



ORBITZ WORLDWIDE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Under the Charter Associate Agreemerits,:we must pay a:portion of the GDS .incentive revenue we earn
from Worldspan back to the Charter Associate Airlines in the form of a rebate. The rebate payments are
required when airline tickets for travel on a Charter Associate Airline are booked through the Orbitz.com
website utilizing Worldspan. The rebate payments are made in part for in-kind marketing and promotional
support we receive. However, a portion of the rebate payments -are deemed to be unfavorable because we
receive no. benefit for these payments :

‘The rebate structure under the Charter Assocrate Agreements was considered unfavorable when compared
with market conditions at the time of the Blackstone Acquisition. As a result, an unfavorable contract liability
was recorded at its fair value at the acquisition date. The fair value of the unfavorable contract liability was
determined using the discounted cash flows of the expected rebates, net of the expected fair value of in-kind
marketing support.

At December 31,2009 and December 31, 2008, the net present value of the unfavorable contract 11ab111ty
was $13 million and $16 mitlion, respectively. The current portion of the liability of $3 million was included
in accrued expenses in our consolidated balance sheets at December 31, 2009 and December 31, 2008. The
long term portion of the liability of $10 mllhon and $13 million is included in unfavorable contracts in our
consohdated ba]ance sheets at December 31 2009 and December 31, 2008, respectrvely

This 11ab111ty is berng amortrzed to revenue in our- consohdated statements of operations on a stralght-hne
basis over the remaining contractual term. We recognized revenue for the unfavorable portion of the Charter .
Associate Agreements in the amount of $3 million for each of the years-ended December 31, 2009,

December 31, 2008 and December 31 2007

11. Commitments and Contlngencles

The following table summarizes our commitments as of December 31, 2009:
: 2010 2011 2012 2013 2014  Thereafter  Total

o ] (in millions)
Operatingleases(a).........'........v..' ........ $7 $5 $4 $4 $4 $24 $ 48
Travelport GDS contract (b). .......... e 42 20 20 20 20 — 122
Telecommunications service agreement ............ 1 — — — — — 1
Systems infrastructure agreements . .. .. e 3 — — — — — 3
Software license agreement . . ................... 9 = = = = — 9

Total . ... $62  $25 $24  $24  $24 $24 $183

4

(a) These operating leases are primarily for facilities and equipment and represent non- -cancelable leases.
Ceértain leases contain periodic rent escalation ‘adjustments ‘and renewal options. Our operating leases
expire at various dates, with thie latest maturing in 2023. For the years ended December 31, 2009,
December 31, 2008 and December 31, 2007, we recorded rent expense in the amount of $7 mlllron,
$6 million and $8 million, respect1ve1y As a-result of vanous subleasing arrangements that we have

- entered into, we are expectlng approximately $4 million in sublease 1ncome through 2012

(b) »Iﬁ connectron with the TPO, we entered into an: agreement with Travelport to use GDS services :
. provided by both Galileo and Worldspan (the “Travelport GDS Service Agreement”). The Travelport
GDS Service Agreement is structured such that we earn incentive revenue for each segment that is
‘processed. through the Worldspan and Galileo GDSs (the “Travelport GDSs”). This agreement requires
that we process a certain minimum number of segments for our domestic brands through the
- Travelport GDSs each year. Our domestic brands were required to process a total of 36 million -
segments during the year ended December 31, 2009, 16 million segments through Worldspan and
20 million segments through Galileo. The required number of segments processed annually for.
/
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-Worldspan is fixed at 16 million segments, while the required number of segments for Galileo is

. subject to adjustment based upon the actual segments processed by our domestic brands in the
preceding year: We are required to process approximately 18 million segments through. Galileo during
the year ending December 31, 2010. Our failure to process at least 95% of these segments through -
the Travelport GDSs would result in a shortfall payment of $1.25 per segment below the required
“minimum. Historically, we have met the minimum segment requirement for our domestic brands. The
‘table above includes:shortfall payments required by the agreement if we do not process any segments
- through Worldspan during the remainder of the contract term and shortfall payments required if we
“do not process any segments through Galileo during the year ending December 31, 2010. Because the
‘required number of segments for Galileo adjusts based on the actual segments processed in the

- preceding year; we are unable to predict shortfall payments -that may be required beyond 2010.
However, we do not expect to make any shortfall payments for our domestic brands in the foresecable
future. » R o / . , : , _ v v

.. The Travelport GDS Service Agreement also requires that ebookers use the Travelport GDSs .
. .exclusively in certain countries for segments processed through GDSs in Europe. Our failure to .
‘process at least 95% of these segments. through the Travelport GDSs would result in a shortfall
payment of $1.25 per segment for each segment processed through an alternative GDS provider. We:.
- failed to meet this minimum segment requirement during each of the years ended December 31, 2009
- and December 31, 2008, and as a result, we were required to make nominal shortfall payments to
Travelport related to each of these years. Because the required number of segments to be processed
- through the Travelport GDSs is dependent on the actual segments processed by ebookers -in, certain
countries in a given year, we are unable to predict shortfall payments that. may be required for the
.-years beyond 2009. As a result, the table above excludes any shortfall payments that may.be required
related to our ebookers brands for the years beyond 2009. If we meet the minimum number of.
segments; we are not required to make shortfall payments to Travelport (see Note 18 — Related Party.
Transactions). o .

In addition to the commitments and contingencies shown above, we are required to make principal
payments on the Term Loan and repay amounts outstanding on the Revolver at maturity (see Note 7 — Term
Loan and Revolving Credit Facility). We also expect to make approximately $214 million of payments in
connection with the tax sharing agreement with the Founding_ Airlines (see Note 9 — Tax Sharing Liability).
Also excluded from the above table are $5 million of liabilities for uncertain. tax positions for which the period

of settlement is not currently determinable.

Company Litigation

We are involved in various claims, legal proceedings and governmental inquiries related to contract
disputes, business practices, intellectual property and other commercial, employment and tax matters.

We are party to various cases brought by consumers and municipalities and other U:S. governmental
entities involving hotel occuparncy taxes and our merchant hotel business model. Some of the cases are
purported class actions, and most of the cases were brought simultaneously against other online travel -
companies, irfcluding Expedia, Travelocity and Priceline. The cases allege, among other things, that we
violated the jurisdictions’ hotel occupancy tax ordinance. While not identical in their allegations, the ‘cases
generally assert similar claims, including violations of local or state occupancy tax ordinances, violations of
consumer protection ordinances, conversion, unjust enrichment, imposition of a constructive trust, demand for
a legal or equitable accounting, injunctive relief, declaratory judgment, and in some cases, civil conspiracy.
The plaintiffs seek relief in a variety of forms; including: declaratory judgment, full accounting of monies
owed, imposition of a constructive trust, compensatory and punitive damages, disgorgement, restitution,
interest, penalties and costs, attorneys’ - R o,
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fees, and where a class action has been claimed, an order certifying the action'as a class action: An adverse
ruling in'6ne or more of these cases could require us to pay tax retroactively and prospectively and possibly
pay penalties, interest and fines. The prohferatlon of addmonal cases could result in substant1a1 add1t10nal
defense costs. : » : '

. We have also been contacted by several municipalities or-other taxing bodies. concerning our possible
obhgatlons ‘with respect to state or local hotel occupancy or related taxes. The cities of Phoenix, Arizona;
North Little Rock and Pine Bluff, Arkansas; Colorado Springs and Steamboat Springs, Colorado; Osceola
County, Florida; 42 cities in California; an entity representing-84 cities and 14- counties in Alabama; the
counties of Jefferson, Arkansas; Brunswick and Stanly, North Carolina; Duval County, Florida; Davis, Summit,
Salt Lake, Utah and Weber, Utah; the South Carolina Department.of Revenue;, the Colorado Department of
Revenue and the Hawaii Department of Taxation have issued notices to the Company. These taxing authorities
have not issued assessments, but have requested information to conduct an audit and/or have requested that the
Company register to pay local hotel occupancy taxes. Additional taxing authorities have begun audit
proceedmgs and some have issued assessments against the Company, ranging from almost nil to approximately
$3 million, and totaling approx1mately $10 million. Assessments that are administratively findl and subject to
judicial review have been issued by the city of Anaheim, California; the counties of Miami-Dadé and Broward,
Florida and the Florida Department of Revenue; the Indiana Department of Revenue and the Wisconsin
Depanment of Revenue. In addition, the following taxing authorities have issuéd assessments which' are
subject to'further review by the taxing authorities: the cities of Los Angeles, San Diego and San’ Francisco,
California; the cities of Alpharetta, Cartersville, Cedartown, College Park, Dalton, East Point, Hartwell,
Macon, Rockmiart, Rome; Tybee Island and Warner Robins, Georgia; the counties of Augusta, Clayton, Cobb,
DeKalb, Fulton, Gwinnett, Hart and Rlchmond Georgia and the city of Philadelphia, Pennsylvania. The
Compary disputes ‘that any hotel occupancy or related tax is owed under these ordinances and is challenging
the assessments made against the' Company. If the Company is found to be subject to the-hotel oceupancy tax -
ordinance by -a taxing ‘authority and appeals the decision in court, certain‘jurisdictions may “attempt {0 require
us to provide financial security or pay the assessment to the municipality in order to challénge the tax
assessment in court.

" We beheve that we have’ meritorious defenses, and we are v1gorous1y defending agalnst these claims,
proceedmgs and i inquiries. We have not recorded any reserves related to these hotel occupancy tax matters.
Litigation is inherently unpredlctable and, although we believe we have valid defenses in these matters based .
upon advice of counsel, unfavorable resolutions could occur. While we cannot estimate our range of loss and.
believe it is unlikely that an adverse outcome will result from these proceedmgs, an advérse outcome could be
material to us with respect to earnings or cash flows in any given reporting period.

We are currently seeking to recover insurance reimbursement for costs incurred to defend the hotel
occupancy tax cases. We recorded a reduction 'to selling;’ general and administrative expense in our
consolidated statements of operations for reimbursements received of $6 million, $8 million and $3 million for
the years ended December 31, 2009, December 31, 2008 and December, 31, 2007, respectively. The recovery
of additional amounts, if any, by us and the timing of recelpt ‘of these recoveries is unclear. As such as of ,
December 31, 2009, we had not recognized a reduction to selhng, general and adnnmstratlve expense. in our
consolidated statements of operatlons for the outstandlng contmgent clalms for. wh1ch we have not recelved B
relmbursement

Surety Bonds and Bank Guarantees

In the ordlnary course of business, we obtain surety bonds and bank guarantees 1ssued for the beneﬁt of -
a third party, to secure performance"of certain of our obligations to third parties. ‘At December 31, 2009:and .
December 31, 2008, there were $1 million and $3 million of surety bonds outstandmg, respecnvely At T
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December 31, 2009 and December. 31,-2008, there were $1 million .and $2 million. of bank guarantees -
outstanding, respectively. ' S e . R
Find_ﬁéi’ng Arrangeménts -

We are required to issue letters of credit to certain suppliers and non-U.S. regulatory ‘and govemment
agencies, The majority of these letters of credit were issued by Travelport on our behalf under the terms of the
Separation Agreement (as amended) entered into in connection with thé IPO. The letter of credit fees were
$4 million, $3 million and $2 million for the years ended December 31, 2009, December 31, 2008 and

December 31, 2007, respectively. At December 31, 2009 ‘and Decembert 31, 2008, thére were $59 million and

$67 million of outstanding letters of credit issued by Travelport on our behalf, respectively (see Note 18 —=
Related Party Transactions). In addition, at December 31, 2009, there was the equivalent of $5 million of °
outstanding letters of credit issued -under the Revolver, which were denominated in Pounds Sterling. There
were no outstanding letters of credit issued under the Revolver at December 31, 2008, '~ -

12. Income Taxes -
P‘ré-tax‘(l.c')s‘sf)"fof U.S. and non-U.S.“ Qpefﬁt__ibns‘ibbns‘isbted' of the Afollo‘wi‘ng“:' . : . - .
Years Ended Dgcember_ 31,

2009 - 2008 2007
: _ : “(in millidps)
US. ... U el $Q2T5) $(124) $ (6)
Non-US....... e e e C e [ (53) Q77 . (35
Loss before income taxes .. ......:...0... ... % ... .. e e ~-$(328) 3301 - $(4D)
Thé ‘prO\l/isidh.(beneﬁt) for iﬁcdme téxeé consists of the folloWing:; v_ '_ o
’ Years Ended December 31,
2009 2008 2007
o (in millions)
Current C e
U.S.fede_;é.land_ﬁate....................;..........._ ......... ' $1 $ — $ —
Non-US. ... e 1 2 5
. . P : 2
Deferred , _ . o
U.S.federala.ndstate.‘.,...............,-....................,. — 1 .6
Non-US. ............. e e e . 7 5y . 32
v 7 - 4. 38
‘Provision (benefit) for income taxes .............. et $ 9 $©@ $43

The results of operations of Travelport for the period from January 1, 2007 to February 7, 2007 were
included in the consolidated U.S. federal and state income tax returns for the year ended December 31, 2007
filed by Orbitz Worldwide, Inc. and its subsidiaries. However, the provision for income taxes was computed as’
if we filed our U.S. federal, state and foreign income tax returns on a Separate Company basis without
including the results of operations of Travelport for the period from January 1, 2007 to February 7, 2007.

For the years ended December 31, 2009 and December 31, 2008, the provision .for U.S. federal, state and
foreign income taxes and the calculation of the deferred tax assets and liabilities were based solely on the
. T

96



ORBITZ WORLDWIDE, INC.
NOTES TO. CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

operations of Orbitz Worldwide, Inc. and its subsidiaries: As of December 31, 2009 and December 31,.2008,~
our U.S. federal, state and foreign income taxes receivable was almost nil and $1 million, respectively.

The provision for income taxes for the year ended December 31, 2009 was primarily due to a full
valuation allowance established against $11 million of foreign deferred tax assets related to our Austtalia-
based busmess, as it was determined that these deferred tax assets were no longer realizable. We are required
to assess whether valuatlon allowances should be estabhshed against our deferred tax assets based on the
con51derat10n of all. avallable evrdence using a “more likely than not” standard We assessed the available
positive and negatlve ev1dence to est1mate if sufficient future taxable income would be generated to utilize the
existing deferred tax assets A srgnlﬁcant piece of ob_]ectrve negatlve gvidence evaluated in our determination
was cumulatlve losses 1ncurred over the three year period ended December 31, 12009. This ob]ect1ve evidence |
limited our ab111ty to con51der other subjective evidence such as future growth projections. Additionally, we
were not able to realize, any tax.benefit on the goodwill and trademarks and trade names impairment charge,
which was recorded dunng the year ended December 31, 2009.

The amount of the tax benefit recorded during the year ended December 31, 2008 is disproportionate to
the amount of pre-tax net loss incurred during the year primarily because we were not able to realize any tax
benefit on the goodwill impairment charge and only a limited amount of tax benefit on the trademarks and
trade names impairment charge, which were recorded during the year ended December 31, 2008.

The amount of the tax provision recorded during the year ended December 31, 2007 is disproportionate
to the amount of pre-tax net loss incurred during the year primarily because we recorded a full valuation
allowance against $30 million of foreign deferred tax assets related to portions of our U.K.-based business.
Prior to the IPO, we had the ability to offset these losses with taxable income of Travelport subsidiaries and
‘affiliates in the U.K. As a result of the IPO, these subsidiaries are no longer in our U.K. group and, as a
result their income is not avajlable to offset our losses in the U.K. group at December 31, 2007.

Our effective income tax rate differs from the U.S. federal statutory rate as follows for the years ended
December 31, 2009 December 31, 2008 and December 31, 2007: '
Years Ended December 31,
2009 2008 2007

Federal SOy TA(E. - « « - « « « « e e e e e e et e e . 35.0% 350% 350%

State and local income taxes, net of federal benefit . .................. e 0.2) 0:1 ) ‘(1.2)
Rate change impact on deferred income taxes ... ............iveuuuerennns - = (2.4)
Taxes on non-U.S. operations at differing rates. . .. ....... ... ..o 0.8 (1.3 "(2.4)
Change in valuation allowance. . .. ..o, e (10.5) (9.0) (110.6)
GOOAWll IMPAITIENT « . . o\ v v e te et e et e et e et e e (26.6) (248) - —
Foreign deemed dividends. . .............. PP — —  (12.5)
Non deductible public Offering COSS . . ...« vvvvvveenreanee e — — (0
Reserve for uncertain tax positions .. ......... ...t 0.1 0.1 G
Other ............... o e e e 0.4 0.6 (1.5)

Effective income tax rate ............................................. 28)% 0.7% (102.7)%
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Current and non-current.deferred income tax assets.and liabilities in vanous Junsdrctlons are -comprised
of the following: - :

December 31, '
2009 2008

S

o . » v N (in miﬂiom)

Current deferred i_ncorne tax assets (liabilities): . ) e )
Accrued liabilities and deferred income .:........... T $ 5 %$-12
Provision for bad debts. . . ... ........ e e - — 1
Prepaid EXPenses . . . oo ittt e e e e 2y 2)
Tax sharing liability . . . ... e e e R 6 6
Change in reserve accounts . . ... P S w e e N 2 2
Other . oo e e e e i PR — 3
Valuation allowance ..... T _an _qae

Current net deferred iNCOME taX SSELS . . ... . . ... veesssnn e vai e e e e s $ — $ 6
Non-current deferred income tax assets (liabilities): _ ' ‘
U.S. net operating loss carryforwards . . Ll L R N U - $..-47. $ 45
Non-U.S. net operating loss carryforwards . ... ................ e 9507
Accrued liabilities and deferred i income ...l . e B 6 6
Depreciation and amortization .. .......... e e REREI 116 107
Taxsharmghablhty..v..'.'."..'.i...]‘...l'.} ..... S e P . 39
Change in reserve accdunts e . e P S . . e L4 ‘
Other. ..................... e P . 22 13
Valuatlon allowance ..... [ S T S I N T S e (319) _(304)

" Non-“current net deferred i mcome e tax assets ..................................... $ 10 § 8

‘The current and deferred mcome tax assets and 11ab111t1es are presented 1n our consohdated balance sheets
as follows:

" 'December 31,
© 2009 ¢ - 2008
(in millions)

Current net deferred income tax assets:

Deferred income tax asset,current. ... ........ e e e e Ve .. $ — $ 6
Currentnetdeferredlncometaxassets.:r.....“.,...................'...:“ ...... . $__: $___6
Non-current net deferred income tax assets (liabilities): R
Deferred income tax asset, non-current .......... R TR $10 $9
Deferred incpme tax Iiabillty, NON-CUITENL(A) .« v v v v vt e ettt e e e e et i e v I S _ M
Non-current net deferred income-tax assets .. ...... ... viiv o v e ienn . wun . e $ >104 u

(a) The non- -current portion of the deferred income tax liability at December 31 2008 of $1 rmlhon is
included in other non-current habﬂmes in our consolidated balance sheet o -

At December 31 2009 and December 31 2008 we established valuatron allowances agamst the majonty
of our deferred tax assets. As a result, any changes in our gross deferred tax assets and liabilities during the

. ¢
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years ended December 31, 2009:and December. 31,. 2008 were largely offset by correspondingichanges in:our
valuation allowances, resulting in a decrease in our net deferred tax assets of $4 million and $1 million, .
respectively. :

The net deferred tax assets at December 31, 2009 and December 31, 2008 amounted to $10 million and
$14 million, respectively. These net deferred tax assets relate to temporary tax to book differences in
non-U.S. jurisdictions, the realization of which is, in management’s judgment, more likely than not. We have -
assessed, based on experience with relevant taxing authorities, our expectations .of future’taxable income, -
carry-forward periods available and other relevant factors, that we will be more likely than not to recognize- .

these deferred tax assets.

As of December 31, 2009, we had U.S. federal and state net operating loss carry-forwards of -
approximately $116 million and $149 million, respectively, which expire between 2021 and 2029. In addition,’
we had $336 million of non-U.S. net operating loss carry-forwards, most of which do not expire. Additionally,

- we have $5 million of U.S. federal and state income tax credit carry-forwards which expire between 2027 and

2029 and $1 million of U.S. federal income tax credits which have no expiration date. No provision has been
made for U.S. federal or non-U.S. deferred income taxes on approximately $10 million of accumulated and
undistributed earnings of foreign subsidiaries at December 31, 2009. A provision has not been established
because it is our present intention to reinvest the undistributed earnings indefinitely in those forergn operations.
The determination of the amount of unrecognized U.S. federal or non-U. S deferred 1ncome tax liabilities for )
unremitted earnings at December 31, 2009 is not practlcable 3

In December 2009, as permitted under the U.K. group relief prov1s1ons we surrendered. $17 mllhon of
net operating losses generated in 2007 to Donvand Limited, a subs1d1ary of Travelport A full valuation .
allowance had previously been established for such net operating losses. As a result, upon surrender, we
reduced our gross deferred tax assets and the corresponding valuation allowance by $5 million. =~

k)

We have estabhshed a liability for unrecognized tax beneﬁts that management believes. to be.adequate.
Once established, unrecognized tax benefits are adjusted if more accurate information becomes available, or a
change in circumstance oran event occurs necessitating a change to'the 11ab111ty ‘Givén the inherént
complexities of the business and that we are sub]ect to taxation in a substantial number of jurisdictions, we
routinely assess the likelihiood of additional assessment in each of the taxing jurisdictions.

The table below shows the changes in this liability during the years ended December 31, 2009:
December 31, 2008 and December 31, 2007:

Amount
’ . . (in millions)
Balance as of January 1,2007 . .......... ... e I $2. .
Increase in unrecognized tax benefits as a result of tax positions taken during the current year cee 2
Decrease in unrecognized tax benefits as a result of tax posrtlons taken durlng the prror year . ... o €))
Settlements ................................ e SO N ¢ O I
Balance as of December 31,2007 . ................ D U SRS 2
Increase irf unrecognized tax benefits as a result of tax positions taken during the prior year .6
Decrease in unrecognized tax benefits as a result of tax positions taken during the prior year .. .. PN (1)
Impact of forelgn currency translation . . .. P e D
Balance as of December 31, 2008. .. : e I e e . 6
Decrease in unrecognized tax beneﬁts as a result of tax posrtrons taken durmg the prior year N )

BalanceasofDecember31 2009...; ..... ...... : , 5
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RIS ~ The total amount. of unrecognized tax benefits that, if recognized, would affect our effective tax rate was

R $1 million, $1 million and $2 million as of December 31, 2009, December. 31, 2008 and December 31, 2007, -
respectively. We do not expect to make any cash tax payments nor do we expect any statutes of limitations to
lapse related to our liability for unrecognized tax benefits within the next twelve months. :

We recognize interest and penalties related to unrecognized tax benefits in income tax expense. We
recognlzed interest and penalt1es of -almost nil during each of the years ended December 31, 2009, ,
Decembeér 31, 2008 and December 31, 2007, respectively. Accrued interest and penalt1es were $1 million and
almost nil as of December 31, 2009 and December 31, 2008, respectively.

We file income tax teturns in the U.S. federal jurisdiction and various state and foreign jurisdictions. A
number of years may elapse before an uncertain tax position, for which we have unrecognized tax benefits, is
audited and finally resolved. We adjust these unrecognized tax benefits, as well as the related interest and
penalties, in light of changing facts and circumstances. Settlement of any particular position could require the
use of cash. Favorable resolution could be recogmzed as -a reduction to our effective income tax rate in the
period of resolution.

The number of years with open tax audits varies depending on the tax jurisdiction. Our major taxing
jurisdictions include the U.S. (federal and state), the U.K. and Australia. With limited exceptions, we are no
longer subject to U.S. federal, state and local income tax exanunatlons by tax authorities for the years before
2005. We are no longer subject to UK. federal income tax examinations for years before 2008. We are no
longer subject to Australian federal income tax examinations for the years before 2005.

With respect to penods prior to the Blackstone Acqursltlon we are only required to take into account
income tax returns for which we or one of our subsidiaries is the primary taxpaying entity, namely separate
state returns and non-U.S. returns. Uncertain tax positions related to U.S. federal and state combined and '
unitary income tax returns filed are only applicable in the post-acquisition.accounting period. We and our
domestic subsidiaries currently file a consolidated income tax return for U.S. federal income tax purposes.

: In:connection with the IPO, on July 25, 2007, the Company entered into a tax sharing agreement with
Travelport pursuant to which the:Company and Travelport agreed to split, on a 29%/71% basis, all:

. taxes attrrbutable to certam restructunng transactlons undertaken in contemplation of the IPO

* certain taxes 1mposed as a result of prior membership in a consolidated group, including (i) the
consolidated group for U.S: féderal income: tax purposes of which the Company was the common
. parent and (ii) the consolrdated group of ‘which- Cendant Corporatron was the common parent;.and

e any tax—related 11ab111t1es under the agreement by whlch Travelport (Wh.lCh at the trme mcluded the
Company) was acquired from Cendant Corporatron .

13. Eqmty-Based Compensatlon

_:Our employees have: partmpated in the Orb1tz Worldwrde, Inc. 2007 Equrty and Incentive Plan as
amended: (the “Plan”) since- the IPO. Prior to-the IPO, our employees had participated in the Travelport
Equity-Based Long-Term Incentlve Plan (the “Travelport Plan”) The awards granted under each plan are
descrrbed below ST - :

Orbztz Worldwxde Inc. 2007 Equzty and Incentive Plan

The Plan provrdes for the granpof equrty -based awards, including restricted stock, restncted stock umts
stock options, stock appreciation. rights and other equity-based awards to our directors, officers and other
employees; advisors and-consultants who are ‘selected by the- Compensation Committee of the Board of
Directors (the “Compensation Committee”) for-participation in the Plan. The number of shares of our common
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stock available for issuance under the Plan is 15,100,000 shares. As of December 31 2009 3,222,601 shares
were avallable for future issuance under the Plan; . '

Stock Options

The table below summarizes the stock option activity under the Plan for the years ended December 31,
2009 and December 31, 2008 and the period from July 18, 2007 to Decembert 31, 2007: -

P . : . Weighted Average Aggregate

Weighted Average Remaining Intrinsic
i -Exercise Price Contractual Term Value(a)
v : Shares (per share) (in'years) » (in millions)
Outstanding at July 18,2007 ...... ~  — . — — |
Granted .. ....... e iwe . 22732950 0 81496 - 96,
Forfeited ... ............ e (172,274) $15.00 . © 9.6 o
Outstanding at December 31, 2007 .. 2,560,676 $14.96 96 : —
Granted .. .. ...... ...l 2,130,059 $626 - - 65 .
Forfeited . .................... ' (473 930) $12.19 ' 79 - o
Outstandmg at December 31, 2008 .. 4 216 805 $10.:88 7.6 [ —
Granted ... ...... P . 1,000,000 |, $ 4.15 6.0 :
Exercised............ [ 7 (67,522) $ 6.25 5.5 ‘
Forfeited ........... U L (9132000 $1042 6.5 .
Outstanding at December 31, 2009 .. 4,236,083 - § 9.46 6.5 | $5 .
Exercisable at December 31, 2009 .. 1,556,949 $12.81 7.0 e

(a)' Intrinsic -value for stock options is defined as the difference between the current market value and the
exercise price. The aggregate intrinsic vatue for stock options exercisable -at December 31, 2009 was’
almost nil. The aggregate intrinsic value for stock options outstandlng at December 31, 2009,

‘December 31, 2008 and December 31, 2007 was $5 million, almost nil and $O respectlve]y

The exercise pnce of stock opnons granted under the Plan is equal to- the fair market value of the
underlying stock on the date of grant. Stock options generally expire seven to ten years from the grant date.
The stock options granted at the time of the IPO as additional compensation to our employees who previously
held equity awards under the Travelport Plan, as described below, vested 5.555% in August 2007 and vested
an additional 8.586% on each subsequent November, Febrnary, May and August through Fébruary 2010, and
become fully vested in May 2010. The stock options granted in the year ended December 31, 2009 vest over a
four-year period, with 25%. of the awards vesting after one year and the remaining awards vestmg ona
monthly basis thereafter. All-other stock options granted vest annually over a four-year. period. The.fair value
of stock options on the date of grant is amortized on.a- stralght hne basis over the requlslte service penod

The fair value of stock options granted under the Plan is estimated on the date of grant us1ng the Black—
Scholes option-pricing model. The weighted average assumptions for stock options granted during the years
ended December 31, 2009 and December 31, 2008 and the period from July 18, 2007 to December 31, 2007 -
are outlined in the following table. Expected volatility is based on implied volatilities for pubhcly traded
options and historical volatility for comparable companies over the estimated expected:life-of the stock
options. The expected life represents the period of time the stock-options are expected.to be outstanding and is
based on the “simplified method.” We use the “simplified method” due to the:lack of sufficient historical
exercise data to provide a reasonable basis upon which to otherwise estirhate the expected life of the stock
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options. The risk-free' interest rate is based on yields on U.S. Treasury strips with a maturity similar to the
estimated expected life of the stock options. We use. hlstoncal turnover to estimate employee forfeltures

Years Ended Period from
- December 3L, - g1y 18, 2007 to'
Assumptions: 2009 2008 December 31, 2007
Dividend yield ............oiiiiin ... — — I
Expected volatility ................... e L~ 49% - 41% - 38%
Expected life (in years) .. ............ P 458 - 476 6.16 -
Risky-Afree Interest rate . . ... ... ot 1.47% 3.62% 4.86%

Based on the above assumptions, the weighted average grant-date fair value of stock options granted
during the years ended December 31, 2009 and December 31, 2008 and the penod from July 18, 2007 to
December 31, 2007 was $1.73, $2.54 and $6.89, respectively.

Restricted Stock Units

The table below summarizes activity regarding unvested restricted stock units under the Plan for the-'years
ended December 31, 2009 and December 31, 2008 and the period from July 18, 2007 to December-31, 2007:

Weiglited Average

.Grant Date

Restricted - Fair Value

_____ ) » . ) ‘ Stock Units . - (per share)
Unvested at July 18,2007 ... ... ... ... .. .. e S —
Granted................ e e e 2,687,836 $13.16
Vested (@) . ..o e e (181,003) $11.73
Forfeited . ... ....................... i (210482) - $13.08
Unvested at December 31 2007 ................................ sae. 2,296,351 $13.28
Granted ...................................................... 1,492,703 $ 6.12
Vested (a)... ... e e O LU L. {296,366) - .-"1$II'.'6‘1
Forfeited .. ............. oo Ll (768332) $12.26
Unvested at December 31,2008....... . ey . R 2724 356 o ;3,,‘$:V9‘83
Granted........................... P [ S . 4011642 $ 192
Vested (a) . . .. .. e P .‘ . (587.829) 7 % 891
Forfeited . :......... O e T Ll (497 419) $-9.79
Unvested at December 31, 2009. . .. .. .... L 5650750 3431

(a) We 1ssued 425,068 shares, 233,878 shares and 142 440 shares of common stock in connectlon w1th
the vesting of restricted stock units during the years ended ‘December 31, 2009 and December 31,
.2008 and the period from:July 18, 2007 to December 31, 2007, respectively, which is net of the

. number of shares retained (but not 1ssued) by us in satlsfactlon of mlmmum tax- w1thholdmg
obligations associated with the vesting.-

The restricted stock units gra.nted at the time of the TPO upon conversion of unvested equity-based awards
previously held by our employees under the Travelport Plan, as described below, vested 5.555% in August
2007 and vested an additional 8.586% on each subsequent November, February, May and August through
February 2010, and become fully vested in May 2010. All other restricted stock units cliff vest at the end of
either a two-year or three-year period, or vest annually. over a three-year or four-year period. The fair value of
restricted stock units on the.date of grant is amortized on a straight-line basis over the requisite service period:
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The total number of restricted stock units that vested during the years ended December 31, 2009 and
December 31, 2008 and the period from July 18, 2007 to December 31, 2007 and the total fair value thereof -
was 587,829 restricted stock units, 296,366 restricted stock units and 181,003 restricted stock units,
respectively, and $5 million, $3 million and $2 million, respectively.

Restricted Stock

The table below summarizes activity regarding unvested restricted stock under the Plan for the years
ended December 31, 2009 and December 31, 2008 and the period from July 18, 2007 to December 31; 2007:

Weighted Average
Grant Date
Restricted . Fair Value
) ) . . . Stockr ) (per share) -
UnvestedatJuly 13,2007 ....... e e _ — ;,
GIANLEA . ..\ttt t et e e e e 61,795  $845
VEStEd (B) « .« v v etee e e e L. (13,130) $8.45
Forfelted (b) e e e e e e e e e e e (6,586) : $8.45
“Unvested at December 31,2007 ... [P SN 42,079 $8.45..
Granted. . . ...t e e e e e e s — —
Vested (a). .. ... e AP . (16,832) $8.45
“Forfeited b) . ... i v i i e (6,586) $8.45
Urtvested at December 31,2008 . ... ... ... i e 18,661 : $8.45 -
Granted ... ... SR . — —
'Vested @..... P e . (14453 - $8.45
Forfeited (b) . . ... .. PP (2,013) $8.45
Unvested at December 31,2009 ......... e P " 2,195 . '$8 45

(a) Includes 4,453 shares, 2,617 shares and 2,266 shares of common stock transferred to us in satlsfactlon
- of minimum tax withholding obligations associated with the vesting of restricted stock during the -
years ended December 31, 2009 and December 31, 2008 and the period from July 18 2007 to '
December 31 2007, respectively. These shares are held by us in treasury.

(b) These shares are held by us in treasury.

Shares of restncted stock were granted upon conversion of the Class B partnership interests prev1ously
held by our employees under the Travelport Plan. The restricted stock vested 5.555% in August 2007 and
vested :an additional 8.586% on each subsequent November, February, May and August through February '
2010, and become fully vested in May 2010. The fair value of restricted stock on the date of grant 1s
amortized on a straight- lme basis over the requisite service perlod

The total number of shares of restricted stock that vested during the years ended December 31, 2009 and
December 31, 2008 and:the period from July 18, 2007 to December 31, 2007 was 14,453 shares, 16,832 shares
and 13,130 shares, respectively. The total fair value of the restricted stock that vested was almost nil for each
of the years ended December 31, 2009 and December 31, 2008 and the period from July 18, 2007 to '
December 31, 2007.

_ Performance-Based Restrlcted Stock Umts

On June 19, 2008, the Compensatton Committee approved a grant of performance-based restricted stock
units (“PSUs”) under the Plan to certain of our executive officers. The PSUs entitle the executives to receive a
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certain number of shares of our common stock based on the Company’s satisfaction of certain financial and
strategic performance goals, including net revenue growth, adjusted EBITDA margin improvement and the -
achievement of specified technology milestones during fiscal years 2008, 2009 and 2010 (the “Performance -
Penod”) The performance conditions also provide that if the Company’s aggregate adjusted EBITDA during
the Performance Period does not equal or exceed a certain threshold, each PSU award will be forfeited. Based
on the achievement of the performance conditions during the Performance Period, the final settlement of the
PSU awards will range between 0 and 166%% of the target shares underlying the PSU awards based on a
specified objective formula approved by the Compensatlon Committee. The PSUs will vest within 75 days of
the end of the Performance Period.

The table below summarizes the PSU activity under the Plan for the years.ended ,December 31, 2009 and
December 31, 2008. There was no PSU activity during the period from July 18, 2007 to December 31, 2007.

. ‘Weighted Average
Performance-Based Grant Date
' Restricted Fair Value
Stock Units (per share)’
Unvested at December 31, 2007. .. .. ooveenrnnn. .. -
Granted (@) ................... e 249,108 $6.28
Unvested at December 31 2008. e e e e ,249 108 , e $6.28
Forfeited. .. ... ..........: e e e e - (21,429) i $6.28

Unvested at December 31,2009 (b) . ............ e 227, 679 $6.28

(2) Represents the target number of shares underlylng the PSUS that were granted to certaln executrve
ofﬁcers

‘(b) As of December 31, 2009 the Company expects that none of the PSUs W111 vest. »

Non-Employee Directors Deferred Compensatzon Plan

" In connection with the IPO, we adopted adeférred compensation plan to énable our non- employee
directors to defer the receipt of certain compensation earned in their capacity as non-émployee directors.
Eligible directors may elect to defer up to 100%. of their annual retainer fees (which are paid by us-on a
quarterly basis). We require that at least 50% of the annual retainer be deferred under the. plan. In addltlon
100% of the annual equity grant payable to non- employee dn‘ectors is deferred under the plan.

“ We grant deferred stock units to each participating director on- the date that thé deferred fees would have
otherwise been paid to the director. The deferred stock units are issued as restricted stock units under the Plan
and are immediately vested and non-forfeitable. The deferred stock units entitle the non-employee director to -
receive one share of -our common stock for each deferred stock unit on the date that is 200 days immediately -
following the non-employee director’s retirement or-termination of service from the board of directors, for any
reason. The entire grant date fair value of deferred stock units is expensed on the date’ of grant
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‘The table below summarizes the.deferred stock unit activity-under the Plan for the years ended
December 31; 2009 and December 31, 2008 and the penod from July 18, 2007 to December: 31, 2007:

Welghted Average

: .+ Grant Date .

Deferred . Fair Value

' ' o v  Stock Units . (Per‘shere)

Outstanding at July 18, 2007 . . e ST L = =

Granted . .. . .. . e e T i e e . 62316 . - - -$12.90
Outstanding at December 31, 2007 . . . . v oo v e et C 62316 ¢ $12.90
Granted .. ...... P T A P S e e e ... 203,353 - $ 5:58
Common stock issued (a). .. '. e e s e e (12,853 853) " $11.94
Outstanding at December 31,2008. ... F 252,816 $ 7.06
Granted......... e e e e e e e e e e 439,250 $ 2.45
Outstanding at’Dec‘ember 31, 2000 .\ oo 692,066 $ 4.13

(a A non-eniployee director terminated service from our board of directors during the year ended
December 31, 2008. As a result, the non-employee director was entitled to receive one share of .our:com-
mon stock for each deferred stock unit held by him, or 12,853 shares of our common stock. ...

Travelport Equity-Based Long-Térm Incentive Program ‘

Travelport introduced an equity-based long-term incentive program in 2006 for the purpose of retaining
certain key employees, including certain of our employees. Under this program, key employees were granted
restricted equity units and interests in the partnership that indirectly owns Travelport. The equity awards issued
consisted of four classes of partnership interest. The Class A-2 equity units vested at a pro-rata rate of 6.25%
per quarter through May 2010. The Class B partnership interests vested annually over a four-year period
beginning in August 2007. The Class C and D partnership interests were scheduled to vest upon the occurrence
of certain liquidity events

On July 18, 2007, the unvested restricted equlty units and Class B partnershlp interests held by our
employees were converted to restncted stock units and restricted shares under the Orbitz Worldw1de, Inc. 2007
Equity and Incentive Plan. This conversion affected 14 employees of Orbitz Worldwide. The conversion of the
restricted. equity units was based .on the relative value of the shares-of our common stock compared with that
of Travelport’s Class A-2 capital interests at the time of the IPO. The conversion of the Class B partnership- .
interests was based on the relative value of the shares of our common stock compared with the aggregate
liquidation value of the Class B partnership: interests at the time of the IPO,. The Class C and D partnership
interests were deemed to have no fair value as of the conversion date and as such were forfeited. Subsequent.-
to the conversion, we also granted restricted stock units and stock options as additional compensation to the -,
employees who previously held the Travelport interests. This compensation was granted as an award in
consideration of potential future increases in value of the awards previously granted under the Travelport Plan.
No incremgntal compensatlon expense was recognized as a result of the conversion.

The fair value of the Class A-2 capital interests granted under the Travelport Plan was estimated on the
date of grant based on the fair market value of Travelport’s common equity relative to the number of Class A
shares then outstanding. The fair value of the Class B, Class C and Class D partnership interests was estimated
on the date of grant using the Moiite-Carlo valuation model. The weighted average assumptions for the
Class B, Class C and Class D partnership interests granted during the year ended December 31, 2007 are
outlined in the table below.
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Assumptions: .

Dividend YIeld. . . . .. .ottt e e e —

‘Expected volatility. . .. ................... e P e .. 45%
‘Expected life(inyears) .................... e e ... 62
“Rlskfreernterestrate ............. e e e e 4.64%

The table below summarizes our activity under the Travelport Plan during 2007, immediately. prior to the
conversion date

Restricted Equity

Units ’ S0 Partuership Iiterést
Class A-2 ClassB - " ClassC ~ + ClassD
Weighted Weighted Weighted Weighted
. - Average ’ Average . Average ° : Average
Number Grant Date Number Grant Date Number Grant Date Number . Grant Date
of Fair Value of Fair Value:: of  ° Fair Value - of Fair Value
- Shares (per share) K Shares v (per share) Shares (per share) ,  Shares (per share)
Balance at December 31,2006..... 5,367,234  $1.00 1,103,501 $0.49 1,103,501 $0.43 1,103,501 $0.38
Granted ..... EERREE TN ... 230,881 $1.84 99,863 $0.67 99,863  $0.65 99,863  $0.56
Balance 1mmed1ately prior to
conversiondate . . ............ 5'598 115 $1.03 1,203,364 $0.50 1,203,364 $0.45 1,203,364 $0.39

Dunng 2007, prior to the conversion date, 728, 625 restricted equity units vested for a total fair value of
$1 million. No partnership interests were vested prior to the conversion date. We expensed the restricted equity
units and the Class B partnership interests on a straight-line basis over the requisite’ service period based upon
the fair value of the award on the grant date. We did not record any compensation expense for the Class C and
Class D.partnership interests as it was determined that it was not probable that these awards would vest.

Compensatlon Expense

We recogmzed total equrty—based compensation expense of $14 million, $15 million, and $8 million
durmg the years ended December 31, 2009, December 31, 2008 and December 31, 2007, respectively, none of
which has provided us a tax benefit. Of the total equity-based compensation expense recorded in the year
ended December 31, 2009, $2 million related to the accelerated vesting of certain equity-based awards held by
our former President and Chief Executive Officer who resigned in January 2009. These awards vested on his
last day of employment with the Company, or April 6, 2009 as provrded for in the agreements related to these
equity-based awards (see Note 15 — Severance). EEE -

As of December 31, 2009 a total of $16 million of dnrecogniZed comﬁenSation costs related to unvested
stock options, unvested restricted stock units, unvested PSUs and unvested restricted stock are expected to be
recognized over the remaining weighted-average period of 2 years. -

14. Derivative Financial Instruments

Interest Rate Hedges

CAt December 31 2009 we had the following interest rate swaps that effectlvely converted $200 rmlhon
of the Term Loan from a variable to a fixed interest rate. We pay a fixed interest rate on the swaps and in
exchange rece1ve a variable 1nterest rate based on either the three-month or the one- month LIBOR.

) : . o . - Fixed Interest Variable Interest
Notional Amount ~ Effective Date Maturity Date o Rate Paid Rate Received
$100 million - May. 30, 2008 May 31, 2011 . :3.39% - Three-month L[BOR

‘

$100 million September 30, 2008  September 30, 2010 298% One-month LIBOR
K .
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The following interest rate swaps that effectively converted $300 million of the Term Loan from a
variable to a fixed interest rate have matured:

Fixed Interest Variable Interest
Notional Amount Effective Date Maturity Date . Rate Paid Rate Received
$100 million July 25, 2007  December 31, 2008 5.21% Three-month LIBOR
* $200 million July 25,2007  December 31, 2009 5.21% Three-month LIBOR

“ The objective of éntering into our interést rate swaps is to protect against volatility of future cash flows
and effectively hedge a portion of the variable interest payments on the Term Loan. We determined that these
designated hedging instruments qualify for cash flow hedge accounting treatment. Our interest rate swaps are

‘the only derrvatlve fmancral 1nstruments that we have de31gnated as. hedging instruments.

o ‘The interest rate swaps are reflected i in our co_nsohdated,balance sheets at market value. The correspond-
ing ‘market adjustment is recorded to accumulated other comprehensive loss. The following table shows the
fair value.of our interest rate swaps at December 31, 2009 and December 31, 2008:

' s : - Fair Value Measurements as of

o Balance Sheet Location N December 31, 2009 December 31, 2008
(in millions)

Liability Derivatives: _ o .
Interest rate swaps ........ L Other current liabilities $2 $8
Interest rate swaps ...... P Other non- current habrhtles 4 7T

The following table shows the market adjustments recorded dunng the years ended December 31, 2009
December 31, 2008 and December 31,.2007:. r : :

: Gain (Loss) :
(Loss) Reclassified Recognized in Income
Gain (Loss) in Other From Accumulated (Ineffective Portion
Comprehensive OCI into and the Amount
Income Interest Expense Excluded from
(*0CI’)(a) . (Effective Portion) Effectiveness Testing)
. Years Ended .. ~  Years Ended Years Ended
December 31, December 31, December 31,

2009 - 2008 2007 2009 2008~ 2007 © 2009 2008 2007

(m mllllons)

Interest rate swaps G .' $(8) $@) . $(14) $(6) $— $~4 $—

(a) The gain (loss) recorded in OCI is net of a tax beneflt of $0, $0 and $2 nulhon for the years ended
December 31, 2009, December 31 2008 and December 31, 2007, respectively.

The amount of loss recorded in accumulated other comprehensrve loss-at December 31, 2009 that is
expected to be reclassified to interest expense in the next twelve months if interest rates remain unchanged is
approximately $5 million after-tax.

Foreign Currency Hedges

We eater into forelgn currency forward contracts (“forward contracts ’) to manage exposure to changes in
the foreign currency associated with foreign currency recervables payables intercompany transactlonS/and _
borrowings under the Reévolver. We primarily hedge our forergn currency exposure to the Pound Sterlmg, Euro
and Australian dollar. As of December 31, 2009, we had forward contracts outstanding with a total net
notional amount of $130 million,.which matured in January 2010. The forward contracts do not qualify for _
hedge accouriting treatment. Accordingly; changes in the fair value of the forward contracts are recorded in net
income, as a component of selhng, general and admmlstratlve expense in our consolidated statements of
operations. - .

‘
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The following table shows the fair value of our foreign currency hedges at December 31, 2009 and
December 31, 2008:

As of December 31, 2009 .  As of December 31, 2008

Balance Sheet Fair Value ~ Balance Sheet Fair Value
Locatlon Measurements Location " Measurements
oo (in millions) SR i (in millions)
Liability Derivatives: S C oo : | R
Foreign currency hedges... Other current liabilities $1 Other current liabilities 81

, The following table shows the changes in the fair value of our forward contracts recorded in net mcome
dunng the years ended December 31, 2009 December 31 2008 and December 31, 2007:
: (Loss) Galn in Sellmg, General &
" Administrative Expense
Years Ended December 31,

2009 2008 2007
‘ \ , . . . (n millions) »
Foreign currency hedges (a) ....................................... $(7) $14 . $(2)

(a) We recorded transaction gains (losses) associated with the re-measurement of our foreign denominated
assets and liabilities of $3 million and $( 19) mllhon in the years ended. December 31, 2009 and
December 31, 2008, respectively, and a net transaction gain of almost nil in the year ended December 31,

- 12007. Transaction gains (losses) are included in selling, general and administrative expense in our consoli-

. dated statements of operations. The net impact of transaction gains (losses) associated with the re-mea-
surement of our foreign denominated assets and liabilities and (losses) gains incurred on our foreign
currency hedges was a net loss of $(4) million, $(5) million, and $(2) million in the years ended Decem-
‘ber 31, 2009, December 31, 2008 and December 31, 2007, respect1vely : :

15. Severance

On January 6, 2009, our former President and Chief Executive Officer resigried. In connection with his
resignation and pursuant to the terms of his employment agreement with the Company, we incurred total
expenses of $2 million in the year ended December 31, 2009 relating to severance benefits and other
termination-related costs, which are included in selling, general and administrative expense in our consolidated
statements of operations. The majority of these cash payments will be made in equal amounts.over.a twenty-
four month period from his resignation date. In addition, we recorded $2 million of additional equity-based
compensation expense-in the year ended December 31, 2009.related to the accelerated vesting of certain
equity-based awards held by him (see Note 13 — Equity-Based Compensation).

We also reduced our workforce by approx1mate1y 130 domestic and international employees during the
year ended December 31, 2009, and as a result we incurred $5 million of expenses related to severance
benefits and other termination-related costs, which are included in selling; general and administrative expense
in our consolidated statements of operations. Of the total employees severed, approximately 50 were severed
in the first quarter of 2009 and an additional 50 employees were severed in the second quarter of 2009 in
response to weakening demand in the travel industry and deteriorating economic conditions. The remaining
30 employees were severed in the fourth quarter of 2009 in an effort to better align the staffing levels of
ebookers with its business objectives. As of December 31, 2009, $2 million of these costs had not yet been ’
paid. These costs are expected to be paid durlng the first half of 2010.

- During the year ended December 31, 2008, we reduced our workforce by approximately 160 domestic
and international employees, primarily in response to weakening demand in the travel industry and‘deteriorat-
ing economic conditions. In connection with this workforce reduction, we incurred total expenses of $3 million
during the year ended December 31, 2008 related to severance benefits and other termination-related costs,
which are included in selling, general and administrative expense in our consolidated statements of operatlons

S
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16. Employee Benefit Plans :.

Prior to the IPO, Travelport (subsequent to the Blackstone Acquisition) sponsored a defined contribution
savings plan for employees in the U.S..that prov1ded certain of our ehgrble employees an opportunity to
accumulate funds for retirement. HotelClub.and ebookers sponsor srr’mlar defined contribution savings plans.
In September 2007, we adopted a quahﬁed deﬁned contribution savings plan for employees in the U.S. that
replaced the existing defined contribution savings plans sponsored by Travelport, but did not alter the plans of -
HotelClub and ebookers. . ' o

. We match the. contrrbutlons of part1crpat1ng employees on the bas1s spec1f1ed by the plans We reduced
our matchmg contribution’ percentage ‘for our deﬁned contribution savmgs plan for employees in the U.S. from
a maximum of 6% of participant Compensation to a maximum of 3% of partrclpant compensat10n begmnmg
on January 1,:2009. Add1t1onally, effective January 1, 2009, new employees in the U.S. are not eligible for
Company matchmg contrrbutrons until they have attained one year of service with the Company.

We recorded expense related to these plans in the amount of $5 million, $7 million and $5 million for the
years ended Décember 31, ,2009’ December 31, 2008 and December 31, 2007, respectivelyt

17. Net Loss per Share -

The followmg table presents the calculatlon of baslc and drluted net loss per share

. Years Ended December 31 s J“I;;rigdzf(r;g;n to

: el . e e 2009 o o 2008 - . December 31, 2007
: (in millions, except share and- per share data)

Net loss-attributable to:Orbitz Worldw1de, Inc o : e ST
common shareholders ....... .......7 . ... % B3 % (299 8 4.

Net loss per share attributable to Orbitz Worldwide,
Inc. common shareholders:

We1ghted average shares outstandmg for bas1c and _ ,
diluted net loss per. share attributable to Orbitz . L L e i
) Worldwrde, Inc common shareholders (a). e 84,073,593 83,342,333 . 81,600,478

Bas1candD11uted(b)..'.".-'.f..;.'Q«._‘...‘..5;.'.*'.*.'.‘.-.'. $ (401) s -(358)»‘ - $ - (051)

(a) Stock opt1ons, restncted stock, restncted stock units and PSUS are‘not 1ncluded in the: calculatron of
diluted net loss per share for the years ended December 31, 2009 and December 31,:2008. and the penod
from July 18, 2007 to December 31, 2007 because we had a net loss for each period. Accordingly, the
1nclus1on of these equrty awards would have had an antldllutrve effect on diluted net loss per. share

(b) Net loss per share may- not recalculate due to roundmg

The following equity awards are not 1ncluded in the drluted net loss per share calculat10n above because
they would have had an antrdllutlve effect ’

-As pf De‘cemb‘er}l,

Autidiutiveequity awards o Taw 208 2007
Stockoptions . ................... L L...  4236,083  -4216,805 - 2,560,676
Restricted, stock units. . .. oo .o e n i ein e ee. 15,650,750, 2,724,356 -2,296,351
Restricted StOCK .. « vt o b ire i e e il e e S C 2,195 - 18,661 .. - 42,079
Performarice-based restricted stock umits .. ..u.... ... ... 227,679 - - 249,108 - e
Total ... e 10116707 7208930 _ 4,899,106
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18. Related Party Transactions
Related Party Transactzons with: Travelport and ‘its Subsidiaries -

The followmg table summanzes the related party balances w1th Travelpon and its sub81d1anes as of
December 31, 2009, and December 31, 2008, reflected. in our consohdated balance_ sheets. We net settle
amounts due to. and from Travelport ce

December 31, 20609 - December 31, 2008
(in millions)
............................ $3 . - .$10

--We also.purchased assets .of $1 million. from Travelport and its subsidiaries during the year ended
December 31, 2008, which are 1nc1uded in property and equlpment net in our consohdated balance sheets. :

Due from Travelport, net

The followmg table summanzes the related party transactlons w1th Travelport and its subs1d1anes for the

years ended December 31, 2009 December 31, 2008 and December 31, 2007, reflected in our consolidated
statements of Operations:. e T

Years Ended December 31, e

2009 2008 2007
. (in millions)

Netrevenue () . . ...ovivi ittt $122 $149 - $126

Costofrevenue..\.’.., ................. 1 . — —

Selhng, general and admmlstratlve expense S . _ 3 ' lilll

'lenterest EXPEDSE. - . .t e e ' 4 N " . .- 48

(a) These amounts include net revenue related to our GDS serv1ces agreement and bookmgs sourced through
Donvand L1n11ted and OctopusTravel Group L1rmted (domg busmess as Gulhvers Travel Assomates
“GTA”) for the perlods presented

In 2007, in connection with the IPO, we pa1d a d1v1dend to Travelport in the amount of $109 rmlhon
Any future. determination to pay dividends would require the prior consent of Travelport until such time as

Travelport no longer beneﬁcrally owns at least 33% of the votes entrtled to be cast by our outstandmg common
shares.

Stock Purchase Agreement o . O

On November 4, 2009 the Company entered into a Stock Purchase Agreement w1th Travelport pursuant .
to which Travelport agreed to purchase 9, 023,271 shares of the Company s common stock for approxrmately

$50 million in cash (see Note 8 — Exchange Agreement and Stock Purchase Agreement) This transactlon
closed on January 26, 2010.

Net Operatmg Losses

In December 2009 as pernntted under the U. K group relref provrsrons we; surrendered $17 million of

net operatlng losses generated in 2007 to Donvand Limited, a subsrdlary of Travelport (see Note 12— Income
Taxes)... . : , : ’

i

Capztal Contrzbutwns

In 2007 pnor to the IPO, we: recerved capltal contnbutrons from Travelport for operatlonal fundmg
: /

o
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Corporate Related Functions

Our consolidated statement of operations for the yéar ended December 31, 2007 reflects an allocation
from Travelport of both general corporate overhead expenses and direct billed expenses incurred on our behalf
prior to the IPO. General corporate overhead expenses were allocated based on a percentage of the forecasted
revenue. Direct billéd expenses were based upon actual utilization of ‘the services. Costs subject to the
overhead allocations and direct billings included executive management, tax, insurance, accounting, legal; -
treasury, information technology, telecommunications, call center support and real estate expenses.

Intercompany Notes Payablé

On January- 26, 2007 and January. 30, 2007; we became the obligor on two intercompany notes payable to
affiliates of Travelport in the amounts of $25 million and $835 million, respectively. These notes accrued - -
interest at a fixed rate of 10.25% and were scheduled to mature on February 19, 2014. These notes represented
a portion of the debt used to finance the Blackstone Acquisition. Becaise we 'did not receive any cash
consideration for the assumption of tHis debt from Traveélport in January 2007, the transaction was effectively *
a distribution of capital. Accordingly, we recorded an $860 million reduction to net invested equity. On July 25,
2007 we used proceeds from the IPO and Term Loan to repay the notes and the interest accrued thereon in
full. 3

Separation Agreement

We entered into a Separatron Agreement with Travelport at the t1me of the IPO. This agreement as
amended, provided the general terms for the separation of our respective busineésses. When we were a wholly-
owned subsidiary of Travelport Travelport provided guarantees, letters of credit and surety bonds on our
behalf under our. commercial agreements and leases and for the benefit of regulatory agencies. Under the
Separatlon Agreement ‘we are. requrred to. use comrnercrally reasonable efforts to have Travelport released
from any then outstanding guarantees and surety bonds. As a result, Travelport no longer provides surety
bonds on our behalf or guarantees in connection with commercial agreements or leases entered into or
replaced by us subsequent to the IPO. » S : : :

In addition, Travelport agreed to contrnue to' 1ssue letters of credlt on our behalf through at least March 31,
2010 and thereafter so long as Travelport and its affiliates (as defined in the Separation Agreement;as
amended) own at least 50% of our voting stock, in an aggregate amount not to exceed $75 million
(denominated in U.S. dollars). Travelport charges us fees for issuing, renewing or extending letters of credit on
our behalf. This fee is included in interest expense in our consolidated statements of ‘operations. At
December 31, 2009 and December 31, 2008, there were $59 million and $67 million of letters of credrt issued
by Travelport on our beha]f respectrvely (see Note 11 — Commltments and Contmgencres) '

Transition Services Agr'éerfiént

At the time of the TPO, we entered into a Transition Services Agreement with Travelport. Under this
agreement, as amended, Travelport provided us with certain transition services, including insurance, human
resources"and employee benefits, payroll, tax, communications, collocation and data center facilities, 1nforma-
tion technology ‘and other -existing shared' services. We also provrded Travelport with certain services,”
in¢luding accounts payable, ‘information technology hosting, data warehousing and storage as well as-
Sarbanes-Oxley compliance testing and deficiency remediation. The terms for the services provided under the
Transition Services Agreement generally expired on March 31, 2008, subject to certain exceptions. The term
of the Transition Services Agreement was extended until September 30, 2009 for services Travelport provided
us related to the support and maintenance of applications for storage of certain financial and human resources
data and until December 31, 2009 for seérvices Travelport provided to us related to non-income tax return’

. ¢
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preparation and consulting services. The charges for these services were based on the time expended by :the
employee or service prov1der billed at- the approx1mate human resource cost, 1nclud1ng wages and benefits.

Master License Agreement

We entered into a Master License Agreement with Travelport at the time of the IPO. Pursuant to this
agreement, Travelport licenses certain of our intellectual property and-pays us fees for related maintenance
and support services. The licenses include our supplier link technology; portions of ebookers’ booking, search
and dynamic packaging technologies; certain of our products and online booking tools for corporate travel
portions of our private label dynamlc packaging technology, and our extranet supplier connectlv1ty
functionality. " :

The Master License Agreement granted us the right to use a corporate online booking product developed :
by Travelport. We have entered into a value added reseller license with Travelport for this product

Equlpment Services and Use Agreements

Prior to the IPO, we shared office locations with Travelport in twelve locations worldwrde In cormectron
with the IPO, we separated the leasehold properties based upon our respecttve business operations and -
assigned a leasehold interest where one company had exclusive use or occupation of a property.

We also entered into an Equipment, Services and Use Agreement for each office occupied by both
parties. This agreement commenced in most locations on June 1, 2007 and provided that the cost of the shared
space would be ratably allocated. The agreement expired on December 31, 2007 but automatically renewed if
no termination notice was served Termination notlces were served for all but three locatlons as of
December 31, 2009. '

. Travelport remained liable to landlords for all lease obligations with guarantee agreements, unless
expressly released from this liability by the relevant landlord.

GDS Service Agreements

Prior to the TPO, certain of our subsidiaries had subscriber services agreements with Galileo, a subsidiary
of Travelport. Under these agreements, Galileo provided us GDS services and paid us an incentive payment
for air, car and hotel segments processed using its GDS services. -

In connect1on with the IPO, we entered into a new agreement with Travelport to use GDS services
provided by both Galileo and Worldspar (the “Travelport GDS Service Agreement”) The Travelport GDS
Service Agreement replaced the former Galileo agreement discussed above as well as a GDS contract we had
with Worldspan. This' agreement became effective in July 2007 with respect to GDS services provided by
Galileo. In August 2007, upon completion of Travelport’s acquisition of Worldspan, this agreement became
effective for GDS services provided by Worldspan. The agreement expires on December 31, 2014.

The Travelport GDS Service Agreement is structured such that we earn incentive revenue for each
segment that i Is processed: through the Worldspan and Galileo GDSs (the “Travelport GDSs”): This agreement
requires that we process a certain minimum number of segments for our domestic brands.through the .
Travelport GDSs each year. Our domestic brands were required to process a total of 36 million, 38 million and
33 million segments through the Travelport GDSs during the years ended December 31, 2009, December 31,
2008 and December 31, 2007, respectively. Of the required number of segiments, 16 million segments were
required to be processed each year through Worldspan, and 20 million, 22 million and 17 million segments
were required to be processed through Galileo during the years ended December 31, 2009, December 31, 2008
and December 31, 2007, respectively. The required number of segments processed in future years for
Worldspan is fixed at 16 million segments, while the required number of segments for Galileo is subject to
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adjustment based upon-the actual segments processed by our-domestic brands in the preceding year. Our
failure to process at least 95% of these segments through the Travelport GDSs would result in a shortfall
payment of $1.25 per segment below the required minimum. No payments were made to Travelport related to
the minimum segment requirement for our domestic brands for the years ended December 31, 2009,
December 31, 2008 and December 31, 2007

The Travelport GDS. Servrce Agreement also requires that ebookers use the Travelport GDSs exclus1vely
in certain countries for segments processed. through GDSs in Europe. Our failure. to process at least 95% of
these: segments through the Travelport GDSs would result in a shortfall payment of $1.25 per segment for each
segment processed through an alternative GDS provider. We failed to meet this minimum segment requirement
during each of the years ended December 31, 2009 and December 31, 2008, and as a result, we were required
to make nominal shortfall payments to Travelport related to each of these years. No payments were made to
Travelport for the year ended December 31 2007

A significant portron of our GDS services are prov1ded through the Travelport GDS Serv1ce Agreement
For the years ended December 31, 2009, December 31, 2008 and December 31, 2007, we recognized
$112 million, $108 million and $111 million of incentive revenue for segments processed through Galileo and
Worldspan,” respecnvely, which accounted for more' than 10% ‘of our total net revenue. For the year ended
December 31, 2007, this amount includes ‘incentive payments teceived for GDS services provrded under the
Travelport GDS Service Agreement as well as’ the former Galileo agreement and Worldspan contract.

Hotel Saurczng and Franchzse Agreement

GTA isa wholly owned subs1d1ary of Travelport and provrded certam of our subs1d1arres ‘with hotel
consulting services and access to hotels and destination services pursuant to franchise agreements. As .
franchisees, we have the ability to make available for booking hotel rooms and destination services prov1ded
by GTA at-agreed-upon rates. When a customer books a hotel room that we have sourced through GTA, we
record to net revenue the difference between what the customer paid and the agreed-upon rate we paid to
GTA. We also paid franchise fees to GTA, which we recorded as contra revenue. These franchise agreements
continued until December 31, 2007, when our new Master Supply and Services Agreement.(the “GTA
Agreement ) became effective.

‘ Under the GTA Agreement; we pay GTA -a contract rate for hotel-and destination services inventory it
makes available to us for booking on our websites: The contract rate exceeds the prices at which suppliers-
make their inventory available to GTA for distribution and is based on a percentage of the rates GTA makes
such inventory available to its other customers. We are also subject to additional fees if we exceed certain
specified bookmg levels. The initial term of the GTA Agreement exprres on December 31 2010. Under this
agreement we are resmcted from prov1d1ng access to hotels and destmatron services content to certarn of
GTA’s chents untrl December 31, 2010.. '

‘:’

Corporate Travel Agreement

We provrde corporate travel management services to Travelport and its subsidiaries. We bel1eve that this -
agreement was executed on terms comparable to those of unrelated third parties. e

Agreements Involvmg Tecnovate -

On July 5, 2007 we sold Tecnovate to Travelport for $25 million. In connectron with the sale we entered -
into an‘ agreement-to continué using the services of Tecnovate, which:included call center and telesales, back
office administrative,.infermation technology and financial ‘services. Tecnovate charges us: based on an hourly
billing rate for the services provided to us. -

. ¢
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The agreement included a termination clause in the event of certain changes in control. In. December
2007, Travelport completed the sale of Tecnovate to an affiliate of Blackstone, Intelenet Global Services
(“Intelenet”), which quahfred as a change in control under the termination clause. Prior to the sale, Travelport
pa1d us an incentive fee of $5 million"for entering into an amended service agreement to continue usmg the
services of Tecnovate. We deferred the incentive fee and recogmze itas a reductron to expense on a strarght-
line basrs over the onglnal three-year term of the agreement.

Fmanczal Advzsory Servzces Agreemem‘

On July 16, 2007, we completed the sale of an offline U.K. travel subsrdrary Pursuant to an agreement
between Travelport and Blackstoné, Blackstone provided financial advisory services to Travelport and to us in
connection with certain business: transactions;’ 1nc1ud1ng dispositions. Under the terms of that agreement,
Travelport paid $2 million ‘to Blackstone on our behalf for advisory services’ ‘upon completion of the sale."As a
result, in 2007, we recorded a $2 million caprtal contrIbutlon from Travelport in our consohdated balance
sheet. C : : : :

Related Party Transactvions‘ Witk Aﬁ‘iﬁates bf Bldckstoné and;‘T cv

- In the normal course of conducting business, we have entered into various agreements with affiliates of
Blackstone and"TCV. We believe.that these agreements:have been executed on terms comparable to those of
unrelated third parties. For example, we have agreements with certain hotel management companies that are
affiliates of Blackstone and that provide us: with access to their inventory. We also purchase services from
certain Blackstone and TCV affiliates such as telecommumcatlons and advertising. We have also entered into
various outsourcing agreements with Intelenet, an affiliate of Blackstone, that provide us with call center and
telesales, back office administrative, information technology and financial services. In addition, various

Blackstone and TCV affiliates utilize our partner marketing programs and corporate travel services. =,

The following table summarizes the related party balances with affiliates of Blackstone and TCV as of
December 31, 2009 and December 31, 2008, reflected in-our consolidated balance sheets:

December 31, 2009 - Decémber 31, 2008
(in millions)

Accounts payable . . .......... .. oL $5 $ 5
Accrued eXpenses. .. ... ... 2. 1
Accrued merchant payable ... ...... ...l 6 L =

The followiné table summarizes the related party transactions with affiliates of ‘B'lackstone and TCV for
the years ended December 31, 2009, December 31, 2008 and December 31, 2007, reflected in our consolrdated
statements of operatrons

Years Ended De'c‘émber 31,

S : . . - . N o - (in millions) )

Net revenue . .. ... .. e B P T 3 1/ - $14 . $12
Cost of revenue(b) <. ...l T, 26 30 - —
Selling, general and administrative expense(c)............. 3 5 1
Marketing expense . . .............. .., — — 1

(b) These amounts shown represent call center and telesales costs incurred under our outsourcing agreements
with Intelenet. -

(c) Of the amounts shown for the years ended December 31, 2009, December 31, 2008 and December 31,
2007, $3 million, $5 million and $0, respectively, represent costs incurred under our outsourcing agree-
ments with Intelenet for back office administrative, information technology and f1nancral services.
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19. Fair Value Measurements:’

We addpt_ed the FASB’s new fair v_alyie guidancé for vour financial assets and final_léial liabilities on
January 1, 2008 and for our non-financial assets and non-financial liabilities on January 1, 2009 (see

Note 2 — Summary of Significant Accounting Policies). Under this guidance, fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (an exit price). This guidance outlines a valuation framework and creates
a fair value hierarchy in order to increase the consistency and comparability of fair value measurements and
the related disclosures.

We have derivative financial instruments- that must be measured under this guidance. We currently do not
have non-financial assets and non-financial liabilities that are required-to be measured at fair value on a
recurring basis. The guidance establishes a valuation hief_archy for disclosure -of the-inputs to valuation used to
measure fair value. In accordance with the fair value hierarchy, the following table shows the fair value of our.
financial assets and financial liabilities that are required to be measured at fair value on a recurring basis as of
December 31, 2009 and December 31, 2008, which are classified as other current liabilities and other non-
current liabilities in our consolidated balance sheets: ’ '

) . . Fair Value Measurements as of

 December 31, 2009, = . L ‘December 31, 2008
Quoted  Significant Quoted  Significant o
' pricesin ~~ other Significant - " prices in - other Significant
- Balance at active  observable unobservable . Balance at. active  -observable unobservable
December 31, markets inputs . inputs December 31, markets inputs inputs
2009 (Level 1) (Level2)  (Level3) - 2008 (Level1) (Level2)  (Level3)
' “(in millions) : ' '
Foreign currency hedge = ’
liability (see Note 14 —
Derivative Financial _ . o , :
Instruments) . ......... $1 $1 & $— $1 $1 $— $—
Interest. rate swap liabilities
(see Note 14 —
Derivative Financial
Instruments) . . ........ - $6 $— $6 $— $15 $— $15 $—

We value our interest rate hedges using valuations that are calibrated to the initial trade prices.
Subsequent valuations are based on observable inputs to the valuation model including interest rates, credit
spreads and volatilities. ' ‘

We value our foreign currency hedges based on the difference between the foreign currency forward
contract rate and widely available foreign currency forward rates as of the measurement date. Our foreign
currency hedges consist of forward contracts that are short-term in nature, generally maturing within 30 days.

The following table shows the fair value of our non-financial assets that were required to be measured at
fair value on a non-recurring basis during the year ended December 31, 2009. These non-financial assets,
which included our goodwill and trademarks and trade names, were required to be measured at fair value as of
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March 31, 2009 in connection with the.interim impairment test we performed on our goodwill and trademarks
and trade names in the first quarter of 2009 (see Note 3 — Impairment of Goodwill and Intangible Assets).

Fair Value Measurements Using ..

II

Significant T

" Quoted” other Significant

prices in observable unobservable

Balance at  active markets  inputs inputs -~ Total
- March 31, 2009 (Level 1) (Level 2) (Level 3) - (Losses)
(in millions)

Goodwill . .. ........ i $698 $— $— $698  $(250)
Trademarks and trade names ................. $150 $_— $: 8150 $ (82)

|
-H

Fair Value of Financial Instruments

For certain of our financial instruments, including cash and cash equivalents, accounts receivable,

accounts payable accrued merchant payable and accrued expenses, the carrying value approximates or equals
fair value due to- their short-term nature.

~ The carrying value of the Term Loan was $577 million at December 31, 2009, compared with a fair value
of approximately $538 million. At December 31, 2008, the carrying value of the Term Loan was $593 million,
compared with a fair value of $261 million. The fair values were determined based on quoted. market ask -
prices.

20. Segment Information

We determine operating segments based on how our chief operating decision maker manages the’ bus1ness

1nclud1ng making operating decisions and evaluatmg operating performance. We operate in one segment and
have one reportable segment

We maintain operatrons in the U.S., UK., Australia, Germany, Sweden, France, Finland, Ireland, the
Netherlands, Switzerland and other international territories. The table below presents net revenue by

geographlc area:‘the U.S. and all other countries. We allocate net revenue based on where the bookmg
ongrnated

Years Ended -December 31,

2009 2008 . 2007
. (in milliqns) .
Net revenue o - v .
United States . ........... ... oo $585 $686 $679.
All other countries ........ e e ~ 153 184 180
Total. ............. R I $738 $870 $859

The table below presents preperty and equlpment net by geographlc area: the U.S..and all other
countries. , t , :

-
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o o . December 31,2009 = December 31, 2008 ‘December 31,2007 -
' - . "~ (in millions) .+ S

Long-lived assets -

United States .............oovinnins $168 $181 $174
All ‘other countries ... ... e e 13 9 10
' T - ’ o - . i - —
STotal . e e e e PRI J || $190 $184

21 Quarterly Financial Data (Unaudited)
 The folloWing table presents certain unaudited consolidated quarterly financial information for each of the
eight quarters in the period ended December 31, 2009. :

L . ~ Three Months Ended B
December 31, ~ September 30, June 30, March 31,
) T 2009 -

- 72009 ©52009 - 0 2009(a)
. (in millions; except per share data)
- Netrevenue .......... P e 8175 $187 - . $188 = § 188
 Cost and expenses. . ......... e . 169 . 165. - 166 . . 511
Operating income (1088) . . . .0 /oW enns w6 22 22 (323) -« -
Net (loss) income attributable to Orbitz :
Worldwide, Inc. . ......... ...t (18) 7 10 (336)
Basic and diluted net (loss) income per share e
.. . attributable to Orbitz Worldwide, Inc. ‘ : e Lo
_ . common jshareholde;s ...... e (0.21) L 008 0.12 - _(4.‘(,)2)‘
Three Months Ende;t’iv
December 31, - September 30, *June 30, = -March 31,
. 2008 . . -2008a) - . . 2008 .. 2008
R S o Coe (m millions, except per share data) .. -
NELTEVENUE . .ot vvvv e eeeeennennnnens $ 180 $ 240 $ 231 $ 219 .
Cost and eXpenses. .. ..o.ooovnveeene e 156 516 216 - 220
Operating income (10SS) .. .......cccovvnnn 24 - (276) 15 )
Net income (loss) attributable to Orbit _
Worldwide, Inc. . ... 8 (287) 3 (15

Basic ‘and diluted net income (loss) per share
attributable to Orbitz Worldwide, Inc. . , v , e s
common shareholders . ................. 0.10 (3.44) (0.06) (Q.18)

(a) lering the threé months ended March 31, 2009 and September 30, 2008, we recorded non-cash
‘impairment chiarges related to ‘goodwill and intangible assets in the. amount of $332 ‘million and
$297 million, respectively (see Note 3 — Impairment of Goodwill and Intangible Assets).

22. Global Access Agreement Amendment

On July 28, 2009, ebookers and Amadeus entered into an amendment to the Global Access Agreement,
dated January 1, 2004, extending the term of the agreement to December 31, 2012. Under this agreement, as
amended, Amadeus provides certain of our ebookers websites with access to travel supplier content, including
air, hotel and car reservation information. We receive incentive payments based on the number of reservation
segments we process annually through Amadeus. '

/
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23, Subsequent Events

On January 26, 2010, PAR and Travelport each completed their purchases of additional common shares
of the Company. PAR exchanged $50 million aggregate principal amount of term loans outstanding under our
senior secured credit agreement for 8,141,402 newly-issued shares of our common stock. We immediately
retired the term loans received from PAR in accordance with the amendment to the Credit Agreement that we
entered into with our lenders'in June 2009. As a result, the amount outstanding on the Term Loan was reduced
to $527 million,. Concurrently, Travelport purchased 9,025,271 newly-issued shares of our. ¢comimon stock for -
$50 million in cash. In connection with these transactions, PAR and Travelport have each exercised their right
to appoint a director to our Board of Directors. The appointees will be named at a later date. See Note § —
Exchange Agreement and Stock Purchase Agreement. S o

On January 29, 2010, we entered into two interest rate swaps that effectively convert $300 million of the
Term Loan from a variable to a fixed rate. The first swap was effective on January 29,.2010, has. a notional
amount of $100 million and matures on January 31, 2012. We pay a fixed rate of 1.15% on the swap-and in
exchange receive a variable rate based on one-month LIBOR. The second swap was effective on January. 29,
2010, has a notional amount of $100 million and matures ‘on January. 31, 2012. We pay a-fixed rate of 1.21%
on the swap and in exchange receive a variable rate based on, three-month LIBOR. :

In January 2010, certain regulatory requirements required us to provide additional letters of credit of
$16 million, $11 million of which were denominated in U.S. Dollars and issued by Travelport on our behalf

and the equivalent of $5 million of which were denominated in Pounds Sterling and issued under our revolving
credit facility.

118



Schedule IT — Valuation and Qualifying Accounts

- Balance at Chalzgedvto R
Beginning of Costs and Charged to

Balance at
Period Expenses Other Accounts  Deductions  End of Period
(In millions) :
Tax Valuation Allowance - : : v : R S L
Year Ended December 31, 2009. . .~ $320 - - $35 - 7 $@0)@ - $ BXo) - $330
Year Ended December 31, 2008 330 27 a (3@ - 320
Year Ended December 31,2007..., ~ 415 46 A 14 . 330

(a) Represents foreign currency translation adjustments to the valuation allowance: In addition, the 2009.
amount also includes a reclassification ‘adjustment between our gross deferred tax assets and the corre-.. *

sponding valuation allowance.

(b) Represents adjustments made to reflect the decreases in the valuation allowance related to the tax’ sharing-

agreement with the Founding Airlines. . . -

(c) Represents the surrender of $17 million of net operating losses generated in 2007 to Donvand Limited, a .
subsidiary of Travelport, as permitted under the U.K. group relief provisions. A full valuation allowance -
* had previously been established for these net operating losses. As a result, upon surrender, we reduced .

" ‘our gross deferred tax assets and the corresponding valuation allowance by $5 million. . S

(d) Represents the expiration of a U.S. federal income tax capital loss carryforward. -

119



Item 9. Changes in and Dlsagreements w1th Accountants on Accountmg and Fmanc1al Disclosure.

None

Item 9A. Controls and Proeedure‘s; ‘
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has .
evaluated the effectiveness of our disclosure controls and procedures (as such term is defined in
Rules 13a-15(e) and 15d-15(e)-under ‘the Securities Exchange Act of 1934, as amended (the “Exchange Act”))
as of December 31, 2009. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer
have concluded. that, as of.the end of such period, our disclosure controls and procedures were effective.

Chartges‘in Internal Control over Finaneidl Reporting

There were no changes in our internal control over financial reporting (as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fiscal quarter ended December 31, 2009
that hdve materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.

Management’s Report on Internal Control over Financial Reporting

Management is required to assess and report on the effectiveness of its 1ntema1 control over financial
reporting as of December 31, 2009. As a result of that assessment, management determined that there were no
material weaknesses as of December 31, 2009 and, therefore, concluded that our internal control over financial
reporting was effective. Management’s Report on Internal Control over Financial Reportmg is 1nc1uded in
Item 8, “Financial Statements. and Supplementary Data.” »

The effectiveness of our internal control over financial reporting as of Decemoef 31, 2009 has ‘been
audited by Deloitte & Touche LLP, our independent registered public accounting firm, as stated in their report
included in Item 8, “Financial Statements and Supplementary Data.” :

Item 9B. Other Information.

None.

PART HI

Item 10. Directors, Executive bfﬁcers and Corporate Governance.

Certain information required by Item 401 of Regulation S-K will be included under the caption
“Proposal 1 -— Election of Directors” in the 2010 Proxy Statement, and that information is incorporated by
reference herein. The information required by Item 405 of Regulation S-K will be included under the caption
“Corporate Governance — Section 16(a) Beneficial Ownership Reporting Compliance” in the 2010 Proxy
Statement, and that information is incorporated by reference herein.

The information required by Item 407(c)(3) of Regulation S-K will be included under the caption
“Corporate Governance — Director Selection Procedures,” and the information required under Items 407(d)(4)
and (d)(5) of Regulation S-K will be included under the caption “Corporate Governance — Committees of the
Board of Directors — Audit Committee” in the 2010 Proxy Statement, and that information is incorporated by
reference herein.

Code of Business Conduct
We have adopted the Orbitz Worldwide, Inc. Code of Business Conduct and Ethics (the “Code of
Business Conduct”) which applies to all of our directors and employees, including our chief executive officer,

/
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chief financial officer and principal -accounting officer. In addition, we have adopted a Code of Ethics for our
chief executive officer and senior financial officers. The Code of Business Conduct and the Code of Ethics are
available on the corporate governance page of our Investor Relations website at www.orbitz-ir.com. Amend-
ments to, or waivers from, the Code of Business Conduct applicable to these senior executives will be posted
on our website and provided to you without charge upon written request to Orbitz Worldwide, Inc., Attention:
Corporate Secretary, 500 W. Madison Street, Suite 1000, Chicago, Illinois 60661.

Item 11. Executlve Compensatlon

- The 1nformat10n required by Item 402 of Regulatlon S-K will be mcluded under the caption “Executlve
Comp_en/satron” in the 2010 Proxy Statement, and that information is incorporated by reference herein.

The information required by Items 407(e)(4) and (e)(5) of Regulation S-K will be included under the
captions “Corporate Governance — Compensation Committee Interlocks and Insider Participation” and “Com-
pensation Committee Report” in the 2010 Proxy Statement, and that information is incorporated by reference
herein. : »

Item 12 ‘ Se'curitly':Ownel_'.ship of Certain Beneficial Owners aud‘Managenient and Related _Sﬂt'ockhol(ier;
Matters.

The information required by Item 201(d) of Regulation S-K is included in Item 5, “Market for
Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.” The
information required by Item 403 of Regulation S-K will be included under the caption “Security Ownershrp
in the 2010. Proxy Statement, and that information i is mcorporated by reference hereln

Ttem 13. _ :Certain Relationshiypsh and Relafed Transactions, and Director Independence.

The information required by Item 404 of Regulation S-K will be included under the caption “Certein
Relationships and Related Party Transactwns” 1n the 2010 Proxy Statement, and that information is incorpo-
rated by reference herein.

The information required by Item 407(a) of Regulatlon S-K will be included under the caption. “Corporate
Governance — Independence of Directors™ in the 2010 Proxy Statement, and that information is 1ncorporated
by reference herein. :

Item 14. Principal Accounting Fees and Services.

The information concerning principal accounting fees and services and the information required by
Item 14 will be included under the caption “Fees Incurred for Services of Deloitte & Touche LLP” and
“Approval of Services Provided by Independent Registered Public Accounting Firm” in the 2010 Proxy
Statement, and that information is 1ncorporated by reference herein.
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PART IV

Item 15. Exhlblts Financial Statement Schedules

(a)(l) Fmanmal Statements: The followmg f1nanc1a1 statements are mcluded in Item 8 herem

Consolidated Statements of Operatlons for the years ended December 31, 2009, December 31,
2008 and December 30, 2007 .. e e e 69

Consolidated Balance Sheets at December 31,2009 .and December 31 2008 ... L0 70
Consolidated Statements of Cash Flows for the ‘years ended December 31, 2009,
" December 31, 2008 and December 31,2007, .........: e e e el 71
Consolidated Statements of Comprehensive Loss for the years ended December 31, 2009
December 31, 2008 and December 31, 2007. . . .. ittt e i i i e s e 72
Consolidated Statements of:Invested Equity/Shareholders’ Equity for the years ended
December 31, 2009, December 31, 2008 and December 31, 2007 .................... 73
Notes to Consohdated Fmancml Statements P Y A

(a)(2) Fmanc1al Statement Schedules The followrng fmanmal statement schedule is. 1ncluded in Item 8 herein:

Schedule II. Valuation and.Qualifying | Accounts. . . e e e e 119

All other schedules are omitted because they are erther not required, are not apphcable, or the information
is included in the consohdated financial statements and notes thereto,

(a)(3) Exhibits:. o e
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Exhibit No.

EXHIBIT INDEX

Description

3.1
32
33
41"

10.1-

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

Amended and Restated Certificate of Incorporation of Orbltz Wor‘ldWide,vInc.. (incorpofated by':
reference to Exhibit 3.1 to Amendment No. 6 to the Orbitz Worldwide, Inc. Registration Statement
on Form S-1 (Reg. No. 333-142797) filed on July 18, 2007).

Amended and Restated Bylaws of Orbitz Worldwide, Tnc. (incorporated by reference to
Exhibit 3.2 to Amendment No. 6 to the Orbitz Worldwide, Inc Reglstratlon Statement ‘on
Form S-1 (Reg. No..333-142797) filed on July 18;-2007).

Amendment to the Amended and Restated. By-laws of Orbitz Worldwide;. Inc effecnve as of
December 4, 2007 (incorporated by reference to Exhibit 3.1 to.the: Orbitz Worldwide, Inc. Current
Report-on Form 8-K filed: on December 5, 2007).

Specimen Stock Certificate (incorporated by reference to Exh1b1t 4.1 to Amendment No 6 to the
Orbitz Worldwide, Inc..Registration Statement on Form S-1 (Reg. No. 333-142797) filed on
July 18, 2007).

Form of Second Amended and Restated Airline Charter Ass001ate Agreement between Orbitz,
LLC and the Founding Airlines (incorporated by reference to Exhibit 10.1 to Amendment No. 5 to
the Orbitz, Inc. Registration Statement on.-Form S-1-(Registration No. 333-88646) filed on.
November 25, 2003).

Second Amendment to the Second Amended and Restated Airline Charter Associate Agreement,
dated as of July 7, 2009, between Orbitz, LLC and United Air Lines, Inc. (incorporated by.
reference to Exhibit 10.2 to the Orbitz Worldw1de Inc. Quarterly Report . on Form 10-Q for the
Quarterly Period ended September 30, 2009).

Form of Supplier Link Agreement between Orbitz Worldwide, Inc. and certain airlines
(incorporated by reference to Exhibit 10.7 to Amendment No. 2 to the Orbitz Worldwide, Inc.
Registration Statement on Form S-1 (Registration No. 333-142797) filed on June 13, 2007).

Amendment to the Orbitz Supplier Link Agreement, dated as of July 7, 2009, between 0rbitz,
LLC and United Air Lines, Inc. (incorporated by reference to Exhibit 10.3 to the Orbitz
Worldwide, Inc. Quarterly Report on Form 10-Q for the Quarterly Period ended September 30,
2009).

Tax Agreement, dated as of November 25, 2003, between Orbitz, Inc. and American Airlines, Inc.,
Continental Airlines, Inc., Omicron Reservations Management, Inc., Northwest Airlines, Inc. and
UAL Loyalty Services, Inc. (incorporated by reference to Exhibit 10.36 to Amendment No. 5 to
the Orbitz, Inc. Registration Statement on Form S-1 (Registration No. 333-88646) filed on
November 25, 2003).

Global Agreement, dated as of January 1, 2004, between ebookers Limited and Amadeus Global
Travel Distribution, S.A. (incorporated by reference to Exhibit 10.17 to Amendment No. 5 to the
Orbitz Worldwide, Inc. Registration Statement on Form S-1 (Registration No. 333-142797) filed
on July 13, 2007).

Amendment to Global Agreement, dated as of July 30, 2004, between ebookers Limited and
Amadeus Global Travel Distribution, S.A. (incorporated by reference to Exhibit 10.18 to
Amendment No. 3 to the Orbitz Worldwide, Inc. Registration Statement on Form S-1 (Registration
No. 333-142797) filed on June 29, 2007).

Complementary and Amendment Agreement to Global Agreement, effective as of September 1,
2006, between ebookers Limited and Amadeus Global Travel Distribution, S.A. (incorporated by
reference to Exhibit 10.19 to Amendment No. 5 to the Orbitz Worldwide, Inc. Registration
Statement on Form S-1 (Registration No. 333-142797) filed on July 13, 2007).

Amendment, effective October 1, 2007, between Amadeus IT Group, S.A. and ebookers Limited
(incorporated by reference to Exhibit 10.2 to the Orbitz Worldwide, Inc. Form 10-Q for the
Quarterly Period Ended March 31, 2008).

Amendment, effective February 1, 2008, between Amadeus IT Group, S.A. and ebookers Limited
(incorporated by reference to Exhibit 10.1 to the Orbitz Worldwide, Inc. Form 10-Q for the
Quarterly Period Ended September 30, 2008).
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Exhibit No.

- Descrlptlon

10.11

10.13

10.14

10.15

10.16

10.17
10.18
10.19

10.20

1021

10.22

10.23 .

10.24

10.12

Complimentary and Amendment Agreement effective as of July 1 2009 between Amadeus IT
Group S.A. and ebookers Limited (incorporated by reference to Exhibit 10.1 to the Orbitz
Worldwide, Inc. Current Report on:Form8-K filed on July 30, 2009).

- Credit Agreement, dated as of July 25, 2007, among Orbitz Worldwide, Inc.; UBS AG, Stamford
Branch, as administrative agent, collateral-agent and an L/C issuer, UBS Loan Finance LLC, as
swing line lender, Credit Suisse Securities. (USA) LLC, as syndication agent, -and Lehman
Brothers Inc., as documentation agent, and the other Lenders party thereto (incorporated by
reference to Exh1b1t 10.1, to the Orbitz Worldw1de Inc. Current Report on Form 8-K filed on

. July 27, 2007).

Amendment No. 1, dated as of June 2 2009 by and among Orbitz Worldwide, Inc., the lenders
party thereto, and UBS AG, Stamford Branch, as administrative agent. (1ncorp0rated by reference
to Exhibit 10.1 to the Orbitz, Worldwide, Inc. Current.Report on Form 8-K filed on June 4, 2009).

* Separation Agreemient, dated as of July 25, 2007, by and between Travelport Limited and Orbitz

Worldwide, Inc. (incorporated by reference to Exhibit 10.2 to the Orbitz Worldwide, Inc. Current
Report on Form 8-K filed on July 27, 2007).

First Amendment to Separation Agreement, dated as:of May 5,. 2008, between Travelport Limited
and Orbitz Worldwide, Inc. (incorporated by reference to Exhibit 10.1 to the Orbitz Worldwide,
Inc. Current Report on Form 8-K filed on May 6, 2008).

Second Amendment to Separation Agreement, dated as of January 23, 2009 between Travelpon
Limited and Orbitz Worldwide, Inc. (incorporated by reference to Exhibit 10:12 to the Orbitz
Worldwide, Inc. Annual Report on Form 10-K for the Fiscal Year ended December 31, 2008).

Tax Sharing Agreement, dated as of July 25, 2007, by and between Travelport Inc. and Orbitz
Worldwide, Inc. (incorporated by reference to Exhibit 10.4 to the Orbitz Worldwide, Inc. Current
Report on Form 8-K filed on July 27, 2007). :

Master License Agreement dated as of July 23, 2007, by and among Galileo Intematlonal
Technology, LLC, Galileo International, LL.C, Orbitz, LLC, ebookers Limited, Donvand Limited,
Travelport for Business, Inc., Orbitz Development, LLC and Neat Group Corporation .
(incorporated by reference to Exhibit 10.5 to the Orbitz Worldwide, Inc. Current Report on
Form 8-K/A filed on February 27, 2008).

Master Supply and Services Agreement, dated as of July 23, 2007 by and among Orbitz
Worldwide, LLC, Octopus Travel Group Limited and Donvand Limited (incorporated by reference
to Exhibit 10.6 to the Orbitz Worldwide, Inc. Current Report on Form. 8-K/A filed on February 27,
2008).

Amendment No. 1 dated as of December 31, 2009 to Master Supply and Services Agreement,
dated as of July 23, 2007, among Orbitz Worldwide, LLC, Octopus | Travel Group Limited and
Donvand Limited.

Software License Agreement dated as of July 23, 2007 by and between Orbltz Worldwide, LLC
and ITA Software, Inc. (incorporated by reference to Exhibit 10.8 to the Orbitz Worldwide, Inc.
Current Report on Form 8-K/A filed on February 27, 2008).

Subscriber Services Agreement, dated as of July 23, 2007, by and among Orbltz Worldwide, Inc.,
Galileo International, L.L.C. and Galileo Nederland B.V. (incorporated by reference to

Exhibit 10.7 to the Orbitz Worldwide, Inc. Current Report on Form 8-K/A filed on February 27
2008).

First AInendment dated as of February 9, 2008, to Subscrlber Serv1ces Agreement, dated as of
July 23, 2007, between Galileo International, L.L.C., Galileo Nederland B.V. and Orbitz
Worldwide, LLC (incorporated by reference to Exh1b1t 10.3 to the Orbitz Worldwide, Inc.
Form 10-Q for the Quarterly Period ended, March 31, 2008)

Second Amendment, dated as of April 4, 2008, to Subscriber Services Agreement dated as of
July 23, 2007, between Galileo International, L.L.C., Galileo Nederland B.V, and Orbitz
Worldwide, LLC (incorpgrated by reference to Exh1b1t 10.3 to the Orbitz Worldw1de Inc.
Form 10-Q for the Quarterly Period ended June 30, 2008).
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Exhibit No.

Description

10.25
10.26

1027

10.28
10.29
1030

10.31

10.32
10.33

1034
10.35%

10.36*

10.37*
10.38*

10.39*

" ~Third Amendment, dated as of January 23, 2009, to Subscriber Services Agreement dated as of
July 23,-2007, between Travelport International, L.L.C. (f/k/a Galileo-International, L.L.C.),

Travelport Global Distribution System B.V. (f/k/a Galileo Nedefland ‘B.V.) and Orbitz Worldwide,
LLC (incorporated by reference to Exhibit 10.24 to the Orbitz. Worldwide, Inc. Annual Report on
Form 10-K for the Fiscal Year ended December 31,.2008)..- -

Fourth'Amendment, dated as of July 8, 2009, to Subscrrber Services Agreement dated as of
July 23,2007, between Travelport International, L.L.C. (f/k/a Galileo International, L:L.C.),

Travelport Global Distribution System-B.V. (f/k/a Galileo' Nederland B.V.) and Orbitz Worldwide,
LLC (incorporated by reference to Exhibit 10.1 to the Orbitz Worldwide, Inc. Quarterly Report on

+ ~Form.10-Q for the Quarterly Period ended September 30, 2009). .

Fifth Amendment, dated as of November 5, 2009, to Subscriber Services Agreement dated as of
July 23, 2007, between Travelport International, L.L.C. (f/k/a Galileo International, L.L.C.),
Travelport Global Distribution System B.V. (f/k/a Galileo Nederland B. V) and Orbitz Worldw1de
LLC.: -

Master Services Agreement effective as of August 8, 2007, between Pegasus Solutlons Inc. and

- Orbitz Worldwide, LLC (incorporated by reference.to Exhibit 10.1 to the Orbitz Worldwide, Inc.

Current Report on Form 8-K filed on September 27, 2007)..
Amendment, effective as of January 16, 2008, between Pegasus Solutions, Inc. and Ol'bltZ

‘Worldwide, LLC (incorporated by reference to Exhibit 10.16 to the Orbitz Worldwide, Inc. Annual
~ Report on Form 10-K for the Fiscal Year ended December 31, 2007).

Exchange Agreement, dated as of November 4, 2009, between Orbitz Worldw1de, Inc. and PAR
Investment Partners, L.P. (incorporated by reference to Exhibit 10.1 to the Orbitz Worldwide, Inc.

. Current Report on Form. 8-K filed on November 10, 2009)..

Amendment No. 1, dated as of January 15, 2010, to Exchange Agreement by and among Orbitz
Worldwide, Inc. and PAR Investment Partners, L.P..

‘Stock Purchase Agreement, dated as of November 4, 2009, between Orbitz Worldwide, Inc. and

Travelport Limited (incorporated by reference to Exhibit 10.2 to the Orbitz Worldw1de Inc.
Cuirent Report on Form 8-K filed on November 10, 2009) '

Shareholders’ Agreement, dated as of November 4, 2009, among Onbitz Worldw1de Inc, PAR
Investmeiit Partners, L.P. and Travelport Limited (incorporated by reference to Exhibit 10.3 to the
Orbitz Worldwide, Inc. Current Report on Form 8-K filed: on November 10, 2009).

- Orbitz Worldwide, Inc. 2007 Equity and Incentive Plan, as amended and restated effective June 2,

2009 (incorporated by reference to Exhibit 10. 3 to the Orbitz Worldwrde Inc Current Report on
Form 8-K filed on June 4, 2009).

‘Employment Agreement (including Form of Option Award. Agreement), dated as of January 6,

2009, by and between Orbitz Worldwide, Inc. and Barnaby Harford (incorporated by reference to

" Exhibit 10.2 to Orbitz Worldwide, Inc. Current Report on Form 8-K filed on January 12, 2009).
' Amendment to Employment Agreement, effective as of July 17, 2009, by and between Orbitz

Worldwide, Inc. and Barnaby Harford (incorporated by reference to Exhibit 10.4 to the Orbitz
Worldwide, Inc. Quarterly Report on Form 10- Q for the Quarterly Perrod ended September 30,
2009). '

Amended and Restated Employment Agreement, dated as of December 5, 2008, between Orbitz
Worldwide, Inc. and Marsha Williams (incorporated by reference to Exhibit 10.29 to the Orb1tz

“Worldwide, Inc. Annual Report on Form 10-K for the Fiscal Year ended December-31, 2008).

Separation’ Agreement dated as of January 6, 2009, by and between Orbitz Worldwide, Inc. and

" Steven D. Barnhart (incorporated by reference to Exh1b1t‘ 10.1 to Orbitz Worldwide, Inc. Current

Report on Form 8-K filed on January 12, 2009)

~Letter Agreement, effective as-of August 13, 2007, between Orbitz Worldwide, Inc. and Mike ,
Nelson (mcorporated by reference to Exhibit 10.10 to the Orbitz Worldwide, Inc Quarterly Report

on 10-Q for the Quarterly Penod ended September 30 2007).
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Exhibit No.

Description

10.40%*
10.41%*
10.42%*

10.43*

10.44*
10.45%*
10.46*
10.47*
10.48%*
10.49*
10.50*
10.51%*

10.52%*

10.53*
10.54*
10.55%*
10.56*

21.1
23.1

‘Letter Agreement, effective as of August 14, 2007, between. Orbitz: Worldwide, Inc. and James P.

Shaughnessy (incorporated by reference to Exhibit 10.32 to the Orbitz Worldw1de, Inc Annual

.Report on Form 10-K for the Fiscal Year ended December 31, ,2008).

Letter Agreement, dated March 3, 2009, between Orbitz Worldwide, Inc and James P
Shaughnessy (incorporated by reference to Exhibit 10.33 to the Orbitz Worldwide, Inc. Annual
Report on Form 10-K for. the Fiscal Year ended December 31, 2008). -

Letter Agreement, dated July 31, 2009, between Orbitz Worldwide, ‘Inc. and James P Shaughnessy
(incorporated by reference to Exhibit 10.5 to the Orbitz Worldwide, Inc. Quarterly Report on
Form 10-Q for the Quarterly Period ended September 30, 2009).

Letter Agreement, effective as of August 13, 2007, between Orbitz Worldwide; Inc. and Frank
Petito.

Form of Option Award Agreement (incorporated by reference to Exhibit 10.38 to Amendment
No. 6 to the Orbitz Worldwide, Inc. Registration Statement on Form S-1 (Registration
No. 333-142797) filed on July 18, 2007).

Form of RSU Award Agreement (incorporated by reference to Exhibit 10.38 to Amendment No. 6
to the Orbitz Worldwide, Inc. Registration Statement on Form S-1 (Registration No. 333-142797)
filed on July 18, 2007).

Form of Restricted Stock Award Agreement for Converted Travelport Equity Awards (incorporated
by reference to Exhibit 10.13 to the Orbitz Worldwide, Inc. Quarterly Report on 10-Q for the
Quarterly Period ended September 30, 2007).

Form of Restricted Stock Unit Award Agreement for Converted Travelport Equity Awards
(incorporated by reference to Exhibit 10.14 to the Orbitz Worldwide, Inc. Quarterly Report on
10-Q for the Quarterly Period ended September 30, 2007).

Form of Restricted Stock Unit Award Agreement for Senior Management (incorporated by
reference to Exhibit 10.2 to the Orbitz Worldwide, Inc. Current Report on Form 8-K filed on
December 18, 2007).

Form of Option Award Agreement for Converted Travelport Equity Awards (incorporated by
reference to Exhibit 10.15 to the Orbitz Worldwide, Inc. Quarterly Report on 10-Q for the
Quarterly Period ended September 30, 2007).

Form of Stock Option Award Agreement (Executive Officers) — 2008 Equity Grants (incorporated
by reference to Exhibit 10.1 to the Orbitz Worldwide, Inc. Current Report on Form 8-K filed on
June 25, 2008).

Form of Restricted Stock Unit Award Agreement (Executive Officers) — 2008 Equity Grants
(incorporated by reference to Exhibit 10.2 to the Orbitz Worldw1de Inc. Current Report on
Form 8-K filed on June 25, 2008).

Form of Performance-Based Restricted Stock Unit Award Agreement (incorporated by reference to
Exhibit 10.3 to the Orbitz Worldwide, Inc. Current Report on Form 8-K filed on June 25, 2008).

Form of CEO Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.6
to the Orbitz Worldwide, Inc. Quarterly Report on Form 10-Q for the Quarterly Penod ended
September 30, 2009).

Amended and Restated Orbitz Worldwide, Inc. Performance-Based Annual Incentive Plan,
effective June 2, 2009 (incorporated by reference to Exhibit 10.2 to the Orbitz Worldwide, Inc.
Current Report on Form 8-K filed on June 4, 2009).

Orbitz Worldwide, Inc. Non-Employee Directors Deferred Compensation Plan (incorporated by
reference to Exhibit 10.16 to the Orbitz Worldwide, Inc. Quarterly Report on 10-Q for the
Quarterly Period ended September 30, 2007).

Form of Indemnity Agreement for Directors and Officers (mcorporated by reference to
Exhibit 10.1 to the Orbitz Worldwide, Inc. Current Report on Form 8-K filed on December 18,
2007).

List of Subsidiaries.
Consent of Deloitte & Touche LLP, independent registered public accounting firm.

‘¢
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Exhibit No.

Description

31.1

31.2

321

322

Certification of Chief Executive Officer of Orbitz Worldwide, Inc. pursuant to Rule 13a—14(a)/15d 14(a)
of the Securities Exchange. Act of 1934.

Certification of Chief Financial Officer of Orbitz Worldwide, Inc pmsuant to Rule 13a—14(a)f 15d 14(a)
of the Securities Exchange Act of 1934.

Certification of Chief Executive Officer of Orbitz Worldwide, Inc. pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to ‘Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Financial Officer of Orbitz Worldwide, Inc. pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

* Indicates a management contract or compensatory plan or.arra'ngement.
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SIGNATURES

Pursuant to the requireménts of Section 13 or 15(&) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ORBITZ WORLDWIDE, INC

Date: March 3, 2010 By: /s/ BARNEY HARFORD
Barney Harford
President and Chief Fxecutive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Date: March 3, 2010 : By:/s/ BARNEY HARFORD
Barney Harford .
President, Chief Executive Officer and Director
(Principal Executive Officer) ‘

Date: March 3, 2010 ' By:/s/ MARrsHA C. WILLIAMS
Marsha C. Williams ‘ K
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

Date: March 3, 2010 By: /s/ Joun W. BOSSHART
John W. Bosshart
Vice President of Global Accounting
(Principal Accounting Officer)

Date: March 3, 2010 By: /s/ Jerr CLARKE
Jeff Clarke
Chairman of the Board of Directors

Date: March 3, 2010 - . By:/s/ WiLiam C. CoBs
William C. Cobb
Director
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Date: March 3, 2010

Date: March 3, 2010

Date: March 3, 2010

Date: March 3, 2010

Date: March 3, 2010

" By:

By:

-« By:

By:

By:

129

/S;’ RicuarDp P. Fox

Richard P. Fox -
Director

/s/ JiL A. GREENTHAL

Jill A. Greenthal
Director

/s/: Wiiiam J.G. GRIFFITH

William J.G.. Griffith .
Director

/s/ PauL C. ScHORR IV

Paul C. Schorr IV
Director

/s/ JayNiE MILLER STUDENMUND

Jaynie Miller Studenmund
Director



