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QUESTION  2                                                                                                             35 marks 
 
 
Azzura Tours (Pty) Ltd (‘Azzura’) is a tour operator that provides tailor-made holiday and 
corporate packages to various upmarket resorts in Mozambique. Packages generally include 
return airfares from Johannesburg, transfers to resorts from airports, accommodation, three 
meals daily, beverages and complimentary use of non-motorised watersports facilities. 
 
Azzura has offices in Johannesburg and markets its services through various channels. The 
company derives the majority of its business from travel agents and has long-standing 
relationships with many of the leading travel agents in South Africa. Azzura also has a 
website which lists details of resorts and special offers, and allows travellers to make online 
booking enquiries. In addition, the company uses various social media channels to market 
its offerings and its Facebook page has over 200 000 followers.  
 
Azzura was founded by Ms Laura Tracey in 2000 and has established an excellent 
reputation for providing unrivalled service. Ms Tracey owns 100% of the issued ordinary 
shares of Azzura and is actively involved in the business. 
 
The company has experienced staff who focus exclusively on promoting Mozambique as a 
holiday, wedding and corporate getaway destination. Their intimate knowledge of 
Mozambique as a country and the various resorts being marketed enables them to provide 
excellent service and advice. Staff travel to Mozambique regularly and have developed close 
relationships with management at most upmarket resorts in the country. This enables them 
to timeously resolve any issues that their clients may experience. It also ensures that their 
clients are treated as pampered 5 star guests by resorts.  
 
Extracts from the management accounts of Azzura for the years ended 31 December 2013 
and 2012 are set out in the table below: 
 

AZZURA  

Years ended 31 December 2013 2012 

 Notes R R 

Commission revenue 1 2 203 200 2 066 400 

Other income 2 90 000 85 000 

Foreign exchange (losses)/gains 3 (96 677) 103 322 

    

Operating costs    

Audit fees  (30 000) (25 000) 

Commission paid to travel agents 4 (440 640) (619 920) 

Depreciation on office equipment  (24 000) (22 500) 

Employee costs  (1 036 800) (960 000) 

Marketing costs  (220 000) (180 000) 

Telecommunication costs  (97 000) (108 000) 

Other operating expenses  (68 000) (64 000) 

Earnings before interest and tax  280 083 275 302 

Interest income 5 36 217 33 968 

Profit before tax  316 300 309 270 
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Notes 
 
1 Clients are charged commission of 20%, based on the accommodation cost at resorts. 

Azzura does not earn any commission on airfares or costs of transfers from airports to 
resorts. Resorts in Mozambique invoice clients in US dollar (USD). Further information 
regarding the cost of travel and Azzura’s resultant commission is set out below: 

 

 2013 2012 

Number of room nights sold annually 4 000 4 500 

Average daily room rate USD270 USD280 

Average exchange rate USD1 : ZAR10,20* USD1 : ZAR8,20 

   

* ZAR = South African rand. 
 

The number of room nights sold declined in the 2013 financial year (‘FY2013’) due to 
various factors: 

 The weakening rand against the US dollar made Mozambican holidays more 
expensive for South African holidaymakers, with the result that some tourists 
elected to travel to more affordable destinations;  

 Clients increasingly research the cost of alternative destinations and resorts on 
the internet and then negotiate lower daily room rates;  

 Increased airfares and airport taxes in FY2013 resulted in certain clients electing 
to take holidays in South Africa rather than Mozambique; and 

 Three weeks of civil unrest in certain regions of Mozambique in 2013 resulted in 
numerous booking cancellations. 

 
2 Other income comprises volume rebates paid by resorts in Mozambique. The 

company is therefore incentivised to sell as many room nights at resorts as possible. 
Resorts pay rebates based on a percentage of room night revenue if and when 
predetermined targets are met in a calendar year. 
 

3 Azzura quotes prices to South African clients based on the ruling USD : ZAR 
exchange rate at the time of the quote. Clients are required to pay in full for 
accommodation and airfares at least two weeks prior to departure. Azzura pays over 
the accommodation costs to resorts on the day prior to their clients’ departure. 
Exchange rates often vary between the date payments are received from clients and 
the date the money is paid over to the resorts. Azzura has not in the past hedged 
against exchange rate movements. 
 

4 Commissions are paid to travel agents for bookings that are sourced from them. The 
commission rate is 10% of the total accommodation cost. The percentage of total 
bookings sourced from travel agents in FY2013 has declined from FY2012, mainly 
because clients are approaching Azzura directly via social media platforms and its 
website. Travel agents are becoming increasingly unhappy that they are losing 
business because potential clients are bypassing them and going directly to tour 
operators. 
 

5 Interest income is earned on cash balances. The company maintains healthy cash 
balances because of the fact that clients pay them well in advance of the dates of their 
travel. 


