





1. The Potential of the Tourism Industry

Why Tourism?

Tourism is considered to be an industry that has the potential to create many small businesses and therefore contribute to job creation in South Africa.  We often think of the tourism industry as only accommodation (hotels, lodges, B&Bs etc.) travel services, and transport facilities.  In truth, there are hundreds of services that contribute to the tourism industry and make it work.  We therefore need to think more broadly and focus on the tourism economy, and all the many services that support the tourism industry.

For your business, have you considered this wider tourism economy?  If you want to open a particular business, have you thoroughly researched how many similar businesses operate in your area, and whether there is really room for another, e.g. B&B, Restaurant, Tavern, Tour Operator etc.?  Why don’t you consider this in terms of the broader tourism economy?  For example, do all those existing B&B’s have adequate services being offered to them to run their businesses well.  They might need auxiliary services like a laundry service, a printing service, a brochure distribution service, a cleaning service, a transport service, a security service etc.  There are many, many indirect services required to make the existing businesses successful.  You could think of providing one of these indirect services with the result of having your own successful business, and in turn supporting the growth of the existing businesses in tourism.  Their success will mean your success.  It is like a chain reaction!

Why Service Quality and Excellence in Tourism?

We all know that the tourism industry is a service industry.  It is based on people, and is reliant on people.  This makes it unique and special, and we all need to ensure that we provide quality, excellence and top service at all times.  Have you considered this?  Are you equipped with the right training, staffing, facilities, safety measures, health and hygiene, etc. that will make you a quality business?

There is much competition in tourism, and only your excellent service and quality will set you apart and make you successful.  Many businesses in tourism operate on similar tariffs and prices, so you can’t always differentiate yourself in those areas.  So be sure that your quality business will set you apart from others.

Why Operate Legally in Tourism?

There are certain international standards set for tourism, and these must be adhered to.  Think of a tourist that comes to South Africa and lands up with sub-standard service and quality.  Do you think they will come back?  Doesn’t this have an impact on your business, as well as many others?  Think of the implications of legal suits, refunds, insurance claims etc. against you.  This could cost you dearly, and may even cost you your business.  So, legal requirements, licensing, registration and insurances must be very seriously researched and complied with.  

In tourism we are dealing with people.  Their holiday might be the realisation of a dream that they have planned for many years, and we need to respect that, and be sure their dream comes true.  There are no half measures, and operating legally to ensure the safety, security, monetary value, and quality to the tourist are paramount.

2. Choosing Whether to Enter the industry

Ask yourself: Is Entrepreneurship for You? 

There is no way to eliminate all the risks associated with starting a small business. However you can improve your chances of success with good planning and preparation. A good starting place is to evaluate your strengths and weaknesses as the owner and manager of a small business. 

Carefully consider each of the following questions.

· Are you a self-starter? It will be up to you – not someone else telling you – to develop projects, organise your time and follow through on details.

· How well do you get along with different personalities? Business owners need to develop working relationships with a variety of people including customers, vendors, staff, bankers and professionals such as lawyers, accountants or consultants.

· Can you deal with a demanding client, an unreliable vendor or cranky staff person in the best interest of your business?

· How good are you at making decisions? Small business owners are required to make decisions constantly, often quickly, under pressure, and independently.

· Do you have the physical and emotional stamina to run a business? Business ownership can be challenging, fun and exiting. But it’s also a lot of work.

· Can you face a 12-hour work days six or seven days a week?

· How well do you plan and organise? Research indicates that many business failures could have been avoided through better planning. Good organisation- of financial, inventory, schedules, and production – can help avoid many pitfalls.

· Is your drive strong enough to maintain your motivation? Running a business can wear you down. Some business owners feel burned down by having to carry all the responsibility on their shoulders. Strong motivation can make the business succeed and will help you survive slowdowns as well as periods of burnout.

· How will the business affect your family? The first few years of business start-up can be hard on family life. The strain of an unsupportive spouse may be hard to balance against the demands of starting a business. There also may be financial difficulties until the business becomes profitable, which could take months or years. You may have to adjust to a lower standard of living or put family assets at risk.

On the Upside

It’s true; there are a lot of reasons not to start your own business, but for the right person, the advantages of business ownership far outweigh the risks.

· You get to be your own boss.

· Hard work and long hours directly benefit you, rather than increasing profits for someone.

· Earning and growth potential are far less limited.

· A new venture is exciting.

· Running a business will provide endless variety, challenges and opportunities to learn.

3. Operating a small tourism business.

Structure of your Business

You may be registered as a Sole Proprietor, or your business may be a (Pty) Limited Company, or Close Corporation (CC).  Chambers of Commerce are a good contact through which to obtain details of organisations that can give advice on structuring your business. 

What is a Close Corporation (CC)?

· A close corporation is founded by means of a founding statement and cannot exceed 10 members who own and manage the cc.  Their interest in the cc must always add up to 100% and be expressed as a percentage.

· The close corporation must be profit making in its intentions.

· It provides the members with limited liability, but personal guarantees may negate a certain amount of this.

· A close corporation is a legal entity on its own.

· A Company cannot become a member, as ownership is limited to natural persons.

· A Close Corporation Act No. 69 of 1984 governs a close corporation. 

· Dividends can only be paid if the close corporation is both liquid and solvent (dividends can only be paid if after they have paid, assets exceed liabilities and the business can still pay debts when they fall due).

· CK form can be purchased at most stationery stores dealing with statutory documentation. 

· Complete the “Application for Reservation of Name or Translated Form or Shortened Form” (CK7). This must be submitted in duplicated to The Registrar of Companies and Close Corporations, PO Box 429, Pretoria, 0001, Tel 012- 310 9791. A revenue stamp of R50 is required and is obtainable at any post office. A separate CK7 form is submitted for every other name together with a R50 revenue stamp for each application. The current processing time is between 3 to 5 working days in order for you to be informed of the outcome of your application.

· Once you receive your confirmation, submit the “Founding Statement” (CK1), in duplicate to the Registrar. All members must sign the founding statement. You are also required to submit a letter of consent from your accounting officer and a copy of your (CK7). A Revenue stamp of R100 is required and is obtainable at any post office. You can start your business after you receive your Registered Founding Statement. The name of the corporation must be followed by the abbreviation CC (also in the other 10 official languages, but if one is chosen together with the specific language, the corporation must adhere to it) and all members’ names must be printed at the bottom of letterheads (and nationalities if not South African).

· A close corporation does not need to have an association agreement, but is recommended as it binds members and regulates the internal relationships between members. You can follow the model set out in the amended CC Act, No 17 of 1990. It lays down the voting powers, payments (dividends), members rights and duties, meetings, remuneration, benefits, obligations and the extent to which the cc will indemnify members form expenditure incurred for on its behalf.

· The accounting officer is required to submit reliable annual financial records, which agree with the accounting records.

· Once the cc has been formed the Receiver of Revenue will ask for the name of your public officer, whose duty is to submit the annual tax returns to the Receiver.

· If you need to amend details of the founding statement then you will need to submit (CK2), in duplicate to the Registrar without a revenue stamp

· If you would like to convert your company to a cc you will need to submit (CK4), in duplicate to the Registrar without a revenue stamp.

· If you would like to de-register your CC you will need to submit a letter to the Registrar informing the Registrar that the CC has ceased to carry on business and that they should take the necessary steps.

· If you would like to restore your CC you will need to submit (CK3), in duplicate to the Registrar with a Revenue stamp of R150. Restoration could take 3 months. (Sometimes it is better and quicker to form a new CC).

What is a Sole Proprietor?

· An individual running a business in his own name or under a trade name, not in one of the possible forms, is automatically a sole proprietor.

· The business and personal assets of the owner are considered to be one (not a separate legal entity). Therefore, the owner is personally responsible for debts incurred by the business.

· All loans taken out for this type of business is taken out in the owner’s name, therefore the owner stands to lose everything, including his private estate if the business fails. 

· All profits are due to the owner in his/her personal capacity.

You may also have to register for some if not all of the following:

· Provisional tax

· Employees tax

· Income tax 

· Value Added tax

· Trading licences 

· Business name

· Regional Services Council (RSC), Unemployment Insurance fund (UIF), Workman’s Compensation Insurance (WCA) and Industrial Council (IC) 

· Trade mark, copyright, patents and designs

What is a Partnership or Joint Venture?

· This is when two or more people decide to conduct a business together; all partners bear equal responsibility for debt incurred.

· It is advisable to consult a legal expert to draw up a written partnership agreement, this contract is the only requirement needed to set up a partnership and could be done without a lawyer.

· A partnership agreement should deal with the following issue:
Formation, profit sharing arrangements, salaries, banking arrangements, changes of partners, liquidation and the responsibilities of partners.

· A partnership is not allowed more than 20 partners, except in certain instances.

· All partners are require to include all income from the partnership in their personal tax returns  (IT12) available from the Receiver of Revenue (this only carries the costs of postage- some banks offer assistance with the completion of this form free of charge as a customer service).

You may also have to register for some if not all of the following

· Provisional tax

· Employees tax

· Income tax 

· Value Added tax

· Trading licences 

· Business name

· Regional Services Council (RSC), Unemployment Insurance fund (UIF), Workman’s Compensation Insurance (WCA) and Industrial Council (IC) 

· Trade mark, copyright, patents and designs

Why form a partnership or a joint venture?

· To acquire certain skills.

· To acquire additional capital.

· The business s growing and you can’t manage the business on your own.

· A person may be retiring and is looking for someone to mange his business on his behalf so that he can become a “sleeping partner”.

What is the Difference Between a Public and Private Company?

Public

· Shares are offered to the public.

· There is no limitation on maximum shareholders, but there is a minimum of 7.

· There is no limit on the transfer of its shares.

· The word “limited” will appear at the end of the companies’ name.

· They must make certain information known to the public.

· This type of business is normally very capital intensive.

· There is a minimum of two directors.

Private

· Shares are not offered to the public.

· There is a maximum of 50 and a minimum of 1 shareholder.

· There are some restrictions on the transfer of shares.

· The words “(Proprietary) Limited” or “(Pty) Ltd” will appear at the end of the company’s name

· Does not have to make information available to the public.

· There is a minimum of one director.

NGO

Section 21 of the Companies Act makes provision for this type of business and is regarded as a public company and the same applies as above, except there is no share capital.

The advantages of forming a company

· A company can issue shares to the public to raise capital.

· Shareholders are not liable for the debt of the company, often negated when shareholders are required to offer personal guarantees.

· As in the case of the close corporation the company has “perpetual succession” (indefinite life-span), which means the business can continue even if the members die.

Forming a company

It is recommended that you consult a registered accountant or an attorney.

The legal aspects of the company are regulated by the “Companies Act of 1973”.

The memorandum and articles of association

· The memorandum and articles of association have to be registered at the Registrar of Companies and Close Corporations, PO Box 429, Pretoria 0001, Tel 012- 310 9791. These forms are obtainable at any stationer dealing with statutory documents. 

· Most attorneys and auditors have these forms on computer.

· Submit more than one name in order of reference to the Registrar, a Revenue stamp of R50 is required and is obtainable at any post office. This is to reserve the name you would like to register your company under and is completed on form (CM5).

· The amount of initial registered share capital “ Par value” shares (e g  one hundred shares at R5 each) or “ no par value” shares (e.g. one hundred shares). This is submitted to the Registrar on the CM11.

· CM9 is required if a special resolution is necessary in terms of the memorandum and the articles of association

· Any legal company powers you would like to exclude or qualify.

· Mention any contract entered into by the members before registration of the company.

· Any special conditions

· An association clause stating that you wish to form a company and how many shares they agree to own.

· The articles of association deal with the internal management of the company. Schedule 1 of the Companies Act has a model, which you could follow. (Similar to the CC’s association agreement).

Other documents

· Every other name of the company (translated or shortened form) should first be reserved separately on CM5 with a R50 revenue stamp for each name. CM7 “Approved translated version of name of abbreviated form” is submitted to the registrar with a R30 revenue stamp.

· CM22 Physical and postal address of the company is submitted to the registrar without a revenue stamp. 

· The auditor needs to complete a CM31, which contains all his/ her detail and serves as his consent to act for the company. This is submitted to the registrar without a revenue stamp.

· Evidence that the necessary fees have been paid, about R461 is a basic fee and a fee of R5 for each R1000 or part thereof of authorised share capital which is submitted on CM11. No annual duty is payable.

When can a company start doing business?

After the following have been completed and you have received your certificate to start the business:

· Particulars of directors and officers of the company are completed on form CM29 and are kept at the company’s registered office for inspection. Form CM29 must be completed and submitted within 14 days of any change of appointed without a revenue stamp.

· The CM29 is part of the documentation necessary to incorporate the company and only once the CM46 is received can the company start trading.

· Application for a certificate to start the business is completed on form CM46 and is submitted to the registrar with a R60 revenue stamp.

· The director needs to send written consent on form CM27 and is submitted to the registrar without a revenue stamp.

· A statement from each director testifying that the capital they have is sufficient to conduct business, if not how they intend financing the company must be completed on form CM47 and is submitted to the registrar without a revenue stamp.

· The name of the company must appear on letterheads, invoices, receipts, cheques, notices etc.

· The name of the directors must appear on the bottom of the letterheads (and nationalities if not South African).

The different classes of shares

Preference shares

If liquidated, shareholders with preference shares are paid a fixed dividend before other shareholders are paid. Does not usually entitle a holder to a vote at company meeting.

Redeemable Preference shares

The company has the option to buy back the shares in the future.

Ordinary shares 

This entitles the shareholder to one vote per share and dividends are paid out once the preference dividends have been paid. This is normally where a company’s risk capital comes from.

If a company wishes to increase its authorised share capital, it must be done through a special resolution of its shareholder. Form CM26 is submitted to the registrar with a revenue stamp to the value of R5 per R1000 (share capital).

Directors

If qualification shares are required, a director must subscribe in the Memorandum of Association for the required number, or else give an undertaking, on a CM28 form, that they will be acquired. A director who does not hold the specified number of qualification shares must vacate directorship.

Restrictions on the appointing of Directors

· Any minor

· Anyone who has not tried to settle his or her debt.

· Anyone who has been removed from a position of trust as a result of misconduct.

· Anyone convicted of certain specified criminal offences.

· Anyone disqualified by the court.

· A person who does not qualify as a director may not be in management.

· The company’s auditor may not be a director.

· An executive director is any employee who is appointed as a director.

· The other directors normally appoint a managing director.

Directors’ duties

· The director is responsible for keeping accounting records and representing the transactions of the company and its financial position honestly and accurately.

· Financial statements are prepared and submitted to the Annual General Meeting.

· These financial statements include the balance sheet, income statement, source and application of funds statement, cash flow statement, director’s and auditor’s reports.

· The Director’s report must conform to Schedule 4 of the Companies act.

· During all meetings, minutes must be taken and signed by the chairperson. Directors must also sign an attendance register.

· All directors should approve any contract the company intends entering into.

· An auditor must be appointed or re-appointed at the Annual General meeting. If not, directors are obliged to fill the vacancy within 30 days.

· Directors will be held liable for debts incurred through recklessness or intent to defraud the company.

Criminal offence

· Failure to keep minutes of company meetings, directors or management meetings.

· Failure to lodge written consents to act as a director or officer.

· Falsifying books and records

· Failure to submit details to the registrar concerning company membership.

· Failure to use the prescribed name of the company documents.

· Any breach of a whole host of regulations regarding share capital and shares, including the allotment and issue of shares, transfer of shares, classification of shares, directors’ right to deal in shares, and the restriction placed on certain shares.

· Failure to register special resolutions.

· Failure to circulate notices of resolutions and statements to members entitled to receive them.

· Not holding the Annual General meeting at the appropriate time.

· Issuing unsigned annual financial records.

· Failure to keep proper accounting records.

· Failure to convene General Meetings when members request these.

· Failure to permit inspection of the minutes of company meetings.

· Pretending to be a director when not validly appointed as one.

· Failure to submit the necessary details in the registrar of directors and officers.

· Making loans to directors or officers, if this is prohibited by the Articles of Association.

· Misrepresenting the affairs of the company.

· Not notifying the registrar if an auditor has not been appointed.

· Secretaries and managers should also register with the company on a CM27 form as officers and executive officers.

Meetings

· According to the Companies Act, a company should hold an Annual General Meeting.

· This should be held in 15 months of the date of the previous meeting.

· If the company is new the meeting should be held within 18 months of the company starting up.

· 21 days’ written notice of the meeting must be given.

· Certain matters have to be dealt with at these meetings: financial statements, approval of dividends, and election of directors. 

Submitting annual returns to the Registrar

Both a director and a secretary must sign this form and a company must also be kept at the registered office of the company.

Fees and penalty fees

· Power of attorney (R1)

· Name of the company (CM5, R 50 and CM8, R 250)

· Certificate to start business (CM 46, R 60)

· If the following is not completed within the time period allowed, a fine of R150 is payable.

· Failure to lodge allotment (distribution of share) with the Registrar.

· Failure to provide copies of specific resolution found on CM26 form.

· Failure to provide particulars of directors, officers and auditors on CM29 form.

Managing your Business

Management of your business will involve

1. A decision on the types of packaging of services

2. Bookkeeping and accounting

3. Arrangement of VAT and taxes

4. Record keeping for your own records, for advertising reasons and for tax purposes

5. Taking and managing bookings from clients

6. Employment and labour conditions which includes employment equity, labour unions, and conditions of employment

7. Training of staff: it is vitally important that staff are trained in customer care and to be professionals in their field

8. Insurance cover which includes both security and public liability

Marketing and Advertising

In Tourism, this is probably the most important area to thoroughly research, and ensure your marketing and advertising activities are targeted correctly.  These activities can be very expensive, probably the most expensive part of your business, and if done badly, it will cost you dearly.  Marketing and advertising can be done through a variety of mediums such as printed brochures, internet, television, local media like newspapers, and word of mouth.  You should also approach the Western Cape Tourism Board who have a Web portal for tourism businesses in the Western Cape.  Publicity Associations can also help you with your advertising information. Please refer to Appendix 2: “A Guide to Successful Marketing in the Tourism Industry”, for detailed advice on how to market your tourism business.

Any brochures produced to advertise your business should include all the relevant information on the services you offer, with clear and concise contact details and a promotional slogan that will identify your business to the market.  The brochure should be well laid out, attractive and easy to read.  

To assist small tourism businesses to market themselves the Department of Environmental Affairs and Tourism have a programme called ITMAS (International Tourism Marketing Assistance Scheme).  They assist with promotional materials, attendance at trade fairs and so forth.  Please refer to Appendix 3 for a copy of the ITMAS brochure and application form. 

Financial Issues

Sources of Finance

Finance for your proposed business may be obtained from various sources.  It can either be in the form of individual savings, loan finance or state subsidy.

Sources of loan finance include

Industrial Development Corporation (IDC)

Development Bank of Southern Africa (DBSA)

Khula Enterprises

Ntsika

Department of Trade and Industry

Business Partners Limited

Commercial Banks

Loan organisations (such as banks) require a comprehensive Business Plan to be prepared in applying for a loan.  Such a Business Plan should include:

1. Business analysis

2. Financial forecasts based on rational assumptions and experience

3. Budgeting guidelines

4. Schedules determining the amount and kind of finance most appropriate for the business;

5. Details on proposed financing sources

6. Useful information about the business you plan to start which will aid decision-making by the loan organisation.

Section 5 includes further information on preparing a business plan. Further advice on business planning may be obtained from Commercial Banks and Business Advice Centres, amongst others. 

Financial Record Keeping

Good record keeping systems provide information for managing finances.  The key items in record keeping include:

1. Original records, e.g. sales slips, receipts, invoices etc.

2. Journals which record the details of every transaction in date order, e.g. the cash book

3. Ledger where information obtained from journals is made more useable

4. Trial balance is a list of ledger accounts balances taken out to prepare financial statements

5. Financial statements

6. Income statement

7. Balance Sheet

The minimum requirements for a small business operation are

1. Cash Book

2. Cash Control Systems

3. Assets Register

4. Debtors Record

5. Creditors Record

Budgeting

Budgets are based on past experience, current state of affairs and future expectations.  Budgets will help provide an estimate of financial requirements for the business operations. Kinds of budgets include:

· Sales budget: a forecast of expected monthly income

· Materials budget: expected purchases

· Labour budget: expected salaries/wages multiplied by the numbers of workers

· Capital budget: expected fixed assets expenditure, e.g. machinery, land etc.

· Cash budget: expected working capital requirements over a specific period.

Tariff Structure

Tariffs should be based on those of your competitors and expected income and expenditure for the proposed operation.  Research will therefore be needed in order to set realistic tariffs.                                   
Business Glossary: The Financial Six C’s

Character: the degree to which a borrower feels a moral obligation to pay his/ her debts, measured by the credit and payment history.

Capacity to pay: a subjective determination made by a lender based upon an analysis of the borrower’s financial statements and other information.

Capital: the amount of capital in a business is equal to the total of capital from debt and equity.  Lenders prefer low debt- to- asset and debt- to- worth ratios and high current ratios. These indicate financial stability.

Collateral: an asset owned by the borrower instils confidence in the lender by addressing all the lender’s concerns on the other five c’s.  Their loan application sends the message that the company is professional, with an honest reputation, a good credit history, reasonable financial statements, good capitalisation and adequate collateral.

Common terms

Angel: individual private investors who provide start-up funding for entrepreneurial companies.

Asset-based financing: using the assets of a company (accounts receivable, inventory) as collateral for working capital loans.

Capital expenditure: the outlay of money to accrue or improve capital assets (such as buildings, equipment, car, etc.), Which are not bought or sold in the normal course of business.

Equity financing: raising money by selling interest in a business to a third party. The advantage: unlike a loan, equity financing does not have to be paid. The disadvantage: the entrepreneur gives up part of the company and, usually, part of the control.

Factoring: selling the accounts receivable or invoices at a discount to the factor, who then advances the business approximately 70 to 80 percent of the face value. Once the invoice is paid, the business owner receives the balance of the invoice amount less the factor’s discount.

Lines of credit: a pre-set credit limit, usually at a bank, that businesses can access as necessary to maintain positive cash flow. When funds become available, the borrowed amount is repaid 

Microloan: a loan guaranteed by khula and other organisations.

Private lender: an institution or individual who provides debt financing.

Revolving line of credit: a fixed line of credit a business can draw upon as necessary. As the funds are used the available credit is decreased. As the loan is repaid, the line is replenished.

Short–term financing: loans typically repaid within three years. Types include: working capital loans, factoring, seasonal lines of credit, etc.

Venture capital: funds invested in private companies in return for equity in the form of preferred stock, a share in the profits, royalties or capital appreciation of common stock.

4. How to Establish Various Types of Tourism Businesses 

How to Establish a Restaurant, Eating House or Tavern

Definition

A restaurant or other eating house is a business that concentrates on selling meals and may or may not be licensed to sell liquor for consumption on the premises.  A tavern, on the other hand, is primarily licensed to sell liquor for consumption on the premises and it may or may not also serve meals.

Some questions you should ask yourself:

Space: Is the space you have identified for your business enough to accommodate the number of people you plan to host?

Parking: Is there enough parking in the surrounds to accommodate your customers, and can they park safely and conveniently?

Venue:


· Is the site you have chosen quiet enough for people to eat or drink undisturbed?

· Are the street surrounds neat, well kept and regularly maintained?

· If liquor is to be sold in the establishment, is this likely to disturb surrounding establishments and neighbours?

· Is the site free of unpleasant odours, rubbish etc.?

· If you are going to provide live entertainment, have you considered your neighbours and asked their consent?

Equipment:
Have you got adequate catering equipment, cutlery, crockery, serving place etc. to cater for the number of people you plan to host?

Safety:


· Have you considered all the safety and security aspects related to your business?  

· For example, have you got fire extinguishers appropriately placed for easy access?  

· Have you ensured the safety of your customers with regard to their motor cars, security in your establishment, access to a telephone for emergencies, a well equipped First Aid kit.

Health: Health Regulations must be adhered to.  Have you contacted your local council for health regulations and requirements related to eating and catering establishments?

Aesthetics: Have you considered whether your establishment is attractive and inviting, and will lure people to use the facility?  You should consider an attractive colour scheme, cleanliness of the whole environment, pleasant and welcoming staff and good signage and information on your menu.

Talk to your Local Council for

Application for and granting of a trading licence

The Local Council will circulate your application to the relevant Health, Fire and Building Inspectors, to Town Planning etc. who will ensure that your plans for your business comply with their regulations.

Signage for local roads in the Local Municipal areas can be arranged through the Local Tourism Bureau in the Municipality.  For signage on National Roads and secondary roads, the Regional Tourism Liaison Committee (RTLC) can be contacted for the processing and issuing of signs. Contact The Director: Tourism Regulation, Ms Itumeleng Pooe, at 021 483 8759, for contact details of the RTLC is your region. 

Zoning to find out if your Local planning structures allows for your chosen business activity on the site you have selected.

Other authorities

Liquor Licence 

For application and granting of a Liquor licence you need to talk to the Liquor Board, and apply for a licence in terms of legislation.

How to Establish a Bed and Breakfast or Guesthouse

Definition

A Bed & Breakfast establishment (B&B) is an informal, periodic accommodation operation undertaken from the private dwelling.  The maximum number of guest bedrooms in a B&B is 3 (Any application received by the Authorities for a B&B establishment with more than 3 bedrooms is automatically treated as a Guest House).

A Guest House is a commercial accommodation establishment offering between 4-16 bedrooms, which has as its primary source of business the supply of tourist accommodation.  Breakfast and dinner are made available to guests, particularly where dinner is not readily available in the vicinity of the establishment. 

Questions you need to ask yourself

Parking: Is there enough parking in the surrounds to accommodate your customers, and can they park safely and conveniently?

Your B&B:


· Is your site quiet enough for people sleep undisturbed?

· Are the street surrounds neat, well kept and regularly maintained?

· Is the site free of unpleasant odours, rubbish etc.?

Equipment: Have you got adequate catering equipment, cutlery, crockery, serving places etc. to cater for the number of people you plan to host?

Safety:


· Have you considered all the safety and security aspects related to your business?  

· For example, have you got fire extinguishers appropriately placed for easy access?  

· Have you ensured the safety of your customers with regard to their motor cars, security in your establishment, access to a telephone for emergencies, a well equipped First Aid kit?

Health: Health Regulations must be adhered to.  Have you contacted your local council for health regulations and requirements related to accommodation establishments?

Aesthetics:


· Have you considered whether your establishment is attractive and inviting, and will lure people to come and stay?  

· You should consider an attractive colour scheme, cleanliness of the whole environment, pleasant and welcoming staff and good signage and information on your B&B.  

· Comfortable beds are a must, with adequate linen and blankets, and your bathrooms must be clean and well kept with everything working.

Things you should consider

For a Bed & Breakfast: Check with your Local Council on the policy that sets the standards for B&B establishments.  Some common standards could be:

· A minimum of 50% of lettable rooms is to be maintained for private home use;

· Minimum facilities for guests should be: a bedroom, access to a bathroom and toilet, separate to that of the hosts; a dining room area where breakfast is served;

· Breakfast is the only meal that needs to be served to guests;

· The residential character of the home is to be maintained;

· All facilities and breakfast are for the sole use of registered guests, and utilisation of gardens etc. is at the owner’s discretion;

· No kitchen facilities are provided to guests in their rooms;

· There should be one parking space per lettable room;

· There must be a fire extinguisher in the kitchen, which is regularly tested. 

For a Guest House: The above would mostly apply to a Guest House as well, with the exception of only serving breakfast as a Guest House may choose to serve dinner. A Guest House may also wish to serve liquor on the premises, and therefore a liquor licence would be needed.

Ensure that you have consulted with your Local authorities on the policy that governs the establishment of a B&B in your area.  You need to be sure that you are in line with all legislation in terms of licensing, signage, regional planning etc.

Talk to your Local Council for:


Application For and Granting of a Trading Licence

The Local Council will circulate your application to the relevant Health, Fire and Building Inspectors, to Town Planning etc. who will ensure that your plans for your business comply with their regulations.

Signage for local roads in the Local Municipal areas can be arranged through the Local Tourism Bureau in the Municipality.  For signage on National Roads and secondary roads, the Regional Tourism Liaison Committee (RTLC) can be contacted for the processing and issuing of signs. Contact The Director: Tourism Regulation, Ms Itumeleng Pooe, at 021 483 8759, for contact details of the RTLC is your region. 

Zoning: To find out if your Local planning structures allows for your chosen business activity on the site you have selected.

Other authorities

Liquor Licence: For application and granting of a liquor licence you need to talk to the Liquor Board, and apply for a licence in terms of legislation.

How to Establish a Tour Guiding Service

Definition

A tourist guide is any person who, for monetary or other reward, accompanies people who are travelling through or visiting any place within a country, and who furnishes those people with information or comments with regard to the places or objects visited.  Many tourist guides may also wish to run their own tour operation in which they are both tour guide and tour operator. Refer to page 24 for a further discussion on “How to establish a Tour Operating Business”.

There are three categories of tourist guide:

· In-bound tourist guides: provide services mainly for foreign visitors to South Africa

· Out-bound tourist guides: provide services to clients in South Africa wishing to travel to destinations outside the country; and

· Local tourist guides: provides services to domestic client for tours within South Africa.

Licensing and Registration

Under the Tourist Guide Act there are categories of registration for tourist guides, and requirements to operate legally.  For full information you need to contact your Provincial Registrar of Guides, Anne Barnes at (021) 483 8734. 

Categories of Tourist Guides

· Local or Regional Site Guide

· Local or Regional Nature Guide

· Local or Regional Cultural Guide

· Local or Regional Adventure Guide (e.g. river rafting, mountaineering, diving etc)

· A National Tourist Guide qualification in all above categories allows a guide to operate in all Provinces.

To apply for registration as a legal guide in your Province you will need the following:

1. A Certified copy of ID or passport

2. 4 colour photographs – passport size

3. A copy of your work permit if not SA citizen

4. A prescribed fee of R240

5. Certified copies of your qualifications

6. Current registration details (if with SATOUR or other Associations)

7. A signed copy of a code of conduct (obtainable from Provincial Registrar)

Questions you need to ask yourself

Legal: Are you a fully registered and legal guide?  You have to comply with the Tourist Guiding legislation in this regard.  You will need to be able to prove that you have the requisite qualifications to register as a legal guide.

Transport: Do you have the required transport and driving permits? If you are going to transport tourists as well as be a guide, then you need to have a road transportation permit, as well as a public driving permit.

Training:
Do you have the right training and experience to be a good guide? To obtain the right qualifications, you need to have completed training according to the registered standards for Tourist Guiding.  Be sure that wherever you train, the institution is registered with the Tourism, Hospitality and Sport Education and Training Authority (THETA), and that the qualification they offer is in line with current legislation.  To be sure you can contact your Provincial Registrar of Guides or the THETA in Johannesburg on (011) 803 6010.

Some helpful hints and tips

To improve your chances of securing work as a tourist guide, it is recommended that you speak a foreign language, e.g. Spanish, French, German etc. 

As a tour guide you may take tourists through certain rural communities.  It is important to strive to secure a partnership, or some formalised co-operation with such communities as part of building a positive tourism atmosphere in South Africa, ensuring tourist safety and achieving a transfer of financial benefits to communities.  This could be in the form of tourists spending money on curios, craft products and cultural artefacts, accommodation and possible a percentage fee based upon the fees paid by tourists.

How to Establish a Tour Operating Business

Definition

A tour operator is any person who owns a business, which transports paying tourists on scheduled itineraries and makes arrangements for their clients in terms of accommodations, transport and excursions.  These businesses often own vehicles to transport tourists, and the owners of these enterprises often accompany tour parties.

There are three categories of tour operators

· In-bound tour operators: provide services mainly for foreign visitors to South Africa;

· Out-bound tour operators: provide services to clients in South Africa wishing to travel to destinations outside the country; and

· Local tour operators: provide services to domestic clients for tours within South Africa.

Licensing and Permits

Road Transportation Permit: All vehicles carrying paying passengers must have a Road Transportation Permit.  Application must be made to the Local Transportation Board for a permit.  You need to be clear on your application that you will be transporting tourists and mark clearly the route that will be used.  

Public Driving Permit: To drive paying passengers (tourists) on public roads, you are required by law to have a public driving permit.  You need to have a valid driving licence according to the vehicle you are driving, and apply to the Traffic Licensing Department for a Public Driving Permit.

If you are also going to Guide tourists, the tourist guiding legislation will apply, which you can refer to on page 22.

5. Writing a Business Plan

Starting and managing a small business takes motivation, desire and talent. It also takes research and planning. Like a chess game, success in the small business starts with decisive and correct opening moves. And, although initial mistakes are not fatal, it takes skill, discipline and hard work to regain the advantage.

To increase your chance for success, take the time up front to explore and evaluate your business and personal goals. Then use this information to build a comprehensive and well thought out business plan that will help you reach these goals.

The process of developing a business plan will help you think through some important issues that you may not have considered yet. Your plan will become a valuable tool as set out to raise money for your business. It should also provide milestones to gauge your success

Getting Started In 4 Steps

1. Before starting out, list your reason for wanting to go into business.

Some of the most common reasons for starting a business are

· You want to be your own boss.

· You want financial independence.

· You want creative freedom.

· You want to fully use your skills and knowledge.

2. Next you need to determine what business is “right for your”. 

Ask yourself these questions

· What do I like to do with my time?

· What technical skills have I learned or developed?

· What do others say I am good at?

· How much time do I have to run a successful business?

· Do I have any hobbies or interests that are marketable?

3. Then you should identify the niche your business will fill.

Conduct the necessary research to answer these questions

· Is my idea practical and will it fill a need?

· What is my competition?

· What is my business advantage over existing firms?

· Can I deliver a better quality service?

· Can I create a demand for your business?

4 The final step before developing your plan is the pre-business checklist.

You should answer these questions

· What business am I interested in starting?

· What services or products will I sell? Where will I be located?

· What skills and experience do I bring to the business?

· What will be my legal structure?

· What will I name my business?

· What equipment or supplies will I nee?

· What insurance coverage will be needed?

· What financing will I need?

· What are my resources?

· How will I compensate myself?

Your answer will help you create focused, well-researched business plan that should serve as a blueprint. It should detail how the business will be operated, managed and capitalised.

After you’ve given some careful consideration to the business, you’re ready to begin putting ideas on paper.

That means preparing a business plan, a formal document explaining in some detail your plans to develop a financially successful business.

If you think the plan is just a lot of paperwork think again.

It is important for two reasons:

· Preparing a business plan forces you to think through every aspect of your business. If you need outside capital, the business plan will be one of the first things the lender or investor will want to see.

· A business plan serves as an assessment tool for the owner. As you work your way through the points of the plan you will have to reaffirm the viability of your ideas. As you grow your business, a plan will help you keep track of the details and make sure the business is progressing as you intended

A Business Plan Outline

The following outline of a typical business plan can serve as a guide.

You can adapt it to your specific business. Breaking down the plan into several components (minimum 5 components as in this outline) helps make drafting it a more manageable task.

1.  Introduction

· Give a detailed description of the business and its goals.

· Discuss the ownership of the business and the legal structure.

· List the skills and experience you bring to the business.

· Discuss the advantages you and your business have over your competitors.

2. Marketing

· Discuss the product/ services offered.

· Identify the customer demand for your product/ service.

· Identify your market; it’s size and location.

· Explain how your product/ service will be advertised and marketed.

· Explain the pricing strategy.

3. Financial Management

· Explain your source and the amount of your initial equity capital.

· Develop a monthly operating budget for the first year.

· Develop an expected return on investment and monthly cash flow for the first year.

· Provide projected income statements and balance sheets for a two-year period.

· Discuss a break-even point.

· Explain your personal balance sheet and method of compensation.

· Discuss who will maintain your accounting records and how they will be kept.

· Provide “what if” statements that address alternative approaches to any problem that may develop.

4. Operations 

· Explain how the business will be managed on a day-to-day basis.

· Discuss hiring and personnel procedures.

· Discuss insurance, lease or rent agreement, and issues pertinent to your business.

· Account for the equipment necessary to produce your products or services.

· Account for production and delivery of products or services.

5. Concluding statement

· Summarise your business goals and objectives and express your commitment to the success of your business.

Once you have completed your business plan, review it with a friend or business associate. When you feel comfortable with the content and structure make an appointment to review and discuss it with your lender or investor.

The business plan is a flexible document that should change as your business grows.

6. Writing Proposals

Approval of the loan request depends on how well you present yourself, your business, and your financial needs to a lender. Remember, lenders want to make loans, but they must make loans they know will be repaid.

The best way to improve your chances of obtaining a loan is to prepare a written proposal.

A good loan proposal will contain the following key elements

General information

· A business name, names of principals, identity number for each principal, and the business address.

· Purpose of the loan, exactly what the loan will be used for and why it is needed.

· Amount required, the exact amount you need to achieve your purpose

Business description

· History and the nature of the business, details of what kind of business it is, its age, number of employees and current business assets.

· Ownership structure, details on your company’s legal structure.

Management profile

· Develop a short statement on each principal in your business; provide background, education, experience, skills and accomplishments.

Market information

· Clearly define your company’s products as well as your markets.

· Identify your competition and explain how your business competes in the marketplace.

· Profile your customers and explain how your business can satisfy their needs.

Financial information

· Financial statements - balance sheets and income statements for the past 3 years. If you are starting out, provide a projected balance sheet and income statement.

· Personal financial statements on yourself and other principal owners of the business. 

· Collateral you would be willing to pledge as security for the loan.

How your loan request will be reviewed

When reviewing a loan request, the lender is primarily concerned about payment. To help determine this ability, many loan officers will order a copy of your business credit report from a credit-reporting agency.

The lending officer will consider the following issues:

· Have you invested savings or personal equity in your business totalling at least 25 % to 50% of the loan you are requesting? (remember, a lender or investor will not finance 100% of your business.)

· Do you have a sound record of credit-worthiness as indicated by your credit report, work history and letters of recommendation? This is very important

· Do you sufficient experience and training to operate a successful business?

· Have you prepared a loan proposal and business plan that demonstrates your understanding of and commitment to the success of the business?

· Does the business have sufficient cash flow to make the monthly payments?

To lease or not to lease: things to know

Here are a few questions to ask before signing a lease

1. Does the lease specifically state the square footage of the premises? The total rentable square footage of the building?

2. Is the tenant’s share of expenses based on total square footage of the building or the square footage leased by the landlord? Your share may be lower if it’s based on the total square footage.

3. Do the base year expenses reflect full occupancy or are they adjusted to full occupancy (i.e., Base year real estate taxes on an unfinished building are lower than in subsequent years)?

4. Must the landlord provide a detailed list of expenses to support increases?

5. Does the lease clearly give the tenant the right to audit the landlord’s books or records?

6. If the use of the building is interrupted, does the lease define the remedies to the tenant, such as rent abatement or lease cancellation?

7. If the landlord does not meet repair responsibilities, can the tenant make the repairs, after notice to the landlord, and deduct the cost from the rent?

8. Is the landlord required to obtain non-disturbance agreement from current and future lenders?

9. Does the lease clearly define how disputes will be decided?

Lease terms you should know:

· Lessor: landlord

· Lessee: tenant

· Right of first refusal: before vacant space is rented to someone else, landlord must offer it to the current tenant with the same terms that will be offered to the public.

· Gross lease: tenant pays flat monthly amount; landlord pays all operating costs, including property taxes, insurance and utilities.

· Triple net lease: tenant pays base rent, taxes, insurance, repairs and maintenance.

· Percentage lease: base rent, operating expenses, common area maintenance, plus percentage of tenant’s gross income (most common for retailers in shopping malls).

· Sublet: tenant rents all or part of the space to another business; tenant is still responsible for paying all costs to the landlord

· Assign lease: tenant turns lease over to another business, which assumes payments and obligations under the lease.

· Anchor tenant: major store or that attracts customers to a shopping centre.

· Exclusivity provision: shopping centre can’t lease to another who provides the same product or service that existing tenant does.

· CAM: common area maintenance charges including property taxes, security, parking lot, lighting and maintenance; may not apply to anchor tenants in retail leases.

· Non-disturbance clause: tenant cannot be forced to move or sign a new lease if building or shopping centre is sold or undergoes foreclosure.

7. Appendices 

1. Getting Started in Tourism 
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