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QWI INVESTMENTS LIMITED 
 
 

The accompanying notes form an integral part of the financial statements. 

Statement of Profit or Loss and Other Comprehensive Income 
Three-month period ended March 31, 2019  
 
 
  Notes 2019 
   $ 
 
Gains from investment activities  11  12,418,082 
Administrative expenses  12  (  3,342,350) 

   9,075,732 
Finance costs – Interest expense   (       27,479) 

Profit before taxation   9,048,253 
Taxation  13 (  2,262,063) 

Profit for the period, being total  
   comprehensive income     6,786,190  
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QWI INVESTMENTS LIMITED 
 
 

The accompanying notes form an integral part of the financial statements. 

Statement of Changes in Equity 
Three-month period ended March 31, 2019 
  
 Share         Retained  
 capital       earnings     Total 
 (Note 10) 
 $ $ $ 
    
Transactions with shareholders, being 
   issue of shares 445,000,000        -         445,000,000  
 
Comprehensive income: 
   Profit for the period, being total 
 comprehensive income for the period            -          6,786,190     6,786,190  
 
Balance at March 31, 2019 445,000,000  6,786,190 451,786,190 
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QWI INVESTMENTS LIMITED 
 
 

The accompanying notes form an integral part of the financial statements. 

Statement of Cash Flows 
Three-month period ended March 31, 2019 
 
  Notes 2019 
   $ 
 
CASH FLOWS FROM OPERATING ACTIVITIES: 
 Profit for the period  6,786,190 
 Adjustments for: 
 Interest expense   27,479 
 Taxation                   13 2,262,063 
 Unrealised fair value gains on securities at fair value 
    through profit or loss  11 (  12,026,876)  

   (    2,951,144)  
 Changes in operating assets and liabilities: 

Investments, net  (424,495,308) 
Other liabilities    1,514,444 
Due to ultimate parent company  3,366,884 
Due to parent company         341,490 

 Cash used by operating activities  (422,223,634) 

CASH FLOWS FROM FINANCING  
 ACTIVITIES: 

Issue of shares 10  445,000,000 
Short-term borrowing, net      2,000,000 

Net cash provided by financing activities   447,000,000 

Net increase in cash and cash equivalents, being cash and  
 cash equivalents at end of the period     24,776,366 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

1. Identification and principal activities 
 

QWI Investments Limited (“the company”) is incorporated and is domiciled in Jamaica.  The 
company was incorporated on December 18, 2018, and commenced operations on January 1, 
2019.  Its registered office at 2 Bell Road, Kingston, Jamaica W.I. 

 
The company is a 51% subsidiary of KIW International Limited with its remaining shares held by 
Jamaican Teas Limited, which, in turn, is the ultimate parent company of QWI Investments 
Limited. 

 
The company’s principal activity is holding of and investing in quoted securities. The company’s 
affairs are administered by its ultimate parent company. The company’s income for the period 
was mainly realised and unrealised gains from investment activities. 

 
2. Statement of compliance and basis of preparation 
 
 (a) Statement of compliance: 
 

The financial statements are prepared in accordance with International Financial Reporting 
Standards (IFRS) and their interpretations issued by the International Accounting 
Standards Board (“IASB”), and comply with the provisions of the Jamaican Companies 
Act. 

 
New and amended standards issued that became effective during the period: 

 
Certain new, revised and amended standards and interpretations came into effect during 
the current financial year. The adoption of the new standards, interpretations and 
amendments did not result in any change in amounts and disclosed in the financial 
statements. 

 
New, revised and amended standards and interpretations that are not yet effective: 

 
At the date of authorisation of the financial statements, certain new, revised and amended 
standards and interpretations, have been issued which are not yet effective and which the 
company has not early-adopted. Those standards and interpretations which management 
considers may be relevant to its operations and their effective dates are indicated below: 

 

 Amendment  to IAS 1 – Presentation of Financial Statements and IAS 8 – 
Accounting Policies, Changes in Accounting Estimates and Errors is effective for 
annual reporting periods beginning on or after January 1, 2020, and provides a 
definition of ‘material’ to guide preparers of financial statements in making 
judgements about information to be included in financial statements. 

  
“Information is material if omitting, misstating or obscuring it could reasonably be 
expected to influence decisions that the primary users of general purpose financial 
statements make on the basis of those financial statements, which provide financial 
information about a specific reporting entity.” 

 
The company does not expect this amendment to have a significant impact on its 
financial statements. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

2. Statement of compliance and basis of preparation (continued) 
 

(b) Basis of preparation and functional currency  
 
The financial statements are presented in Jamaica dollars (J$), which is the functional 
currency of the company. The Jamaica dollar is the functional currency, as it is the 
primary economic environment in which the company operates. 

 
The financial statements have been prepared on the historical cost basis except for equity 
securities which are measured at fair value. The significant accounting policies stated in 
note 3 below conform in all material respects with IFRS. 

 
3. Significant accounting policies 

 
 (a) Use of estimates and judgements: 

 
The preparation of the financial statements to conform to IFRS, requires management to 
make estimates and assumptions that affect the reported amount of assets and liabilities, 
contingent assets and liabilities at the reporting date and the income and expenses for the 
year then ended.  Actual amounts could differ from these estimates. 
 

 The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 
 
Judgements that have a significant effect on the financial statements were made by 
management in the application of IFRS. There were no estimates with a significant risk of 
material adjustment in the next financial period. 
 

 (b) Revenue recognition:  
 

 The realised gains from financial instruments at fair value through profit or loss 
(“FVTPL”) represents the difference between the carrying amount of the financial 
instrument at the beginning of the reporting period, or the transactions price if it was 
purchased in the current reporting period, and its settlement price. 
 
The unrealized gain represents the difference between the carrying amount of a financial 
instrument at the beginning of the period, or the transaction price if it was purchased in the 
current period, and its carrying amount at the end of the reporting period. 
 
Dividend income is recognised when the right to receive payment is established on the 
record date of the dividend. 
 

(c) Foreign currency translation:  
 
Foreign currency transactions are accounted for at the exchange rates prevailing at the 
dates of the transactions. 

 
Monetary items denominated in foreign currency are translated to Jamaica dollars using 
the closing rate as at the reporting date.   
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 

(d) Foreign currency translation:  
 

Foreign currency transactions are accounted for at the exchange rates prevailing at the 
dates of the transactions. 

 
Monetary items denominated in foreign currency are translated to Jamaica dollars using 
the closing rate as at the reporting date.   

 
Exchange differences arising from the settlement of transactions at rates different from 
those at the dates of the transactions and unrealised foreign exchange differences on 
unsettled foreign currency monetary assets and liabilities are recognised in profit or loss. 
 

(e) Taxation: 
 
Taxation on the profit or loss for the period comprises current and deferred tax charges. 
Taxation is recognised in profit or loss, except to the extent that it relates to items 
recognised in other comprehensive income, in which case it is also recognised in other 
comprehensive income. 
 
Current tax is the expected tax payable on the income for the period, using tax rates 
enacted at the reporting date. 
 
Deferred tax is computed by providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for 
taxation purposes. The amount of deferred tax provided is based on the expected manner 
of realisation or settlement of the carrying amount of assets and liabilities, using tax rates 
enacted at the reporting date. 
 
A deferred tax liability is recognised for all taxable temporary differences, except to the 
extent that the company is able to control the timing of the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the 
foreseeable future. 
 
A deferred tax asset is recognised only to the extent that it is probable that future taxable 
profits will be available against which the asset can be utilised. Deferred tax assets are 
reduced to the extent that it is no longer probable that the related tax benefit will be 
realised. 

 
(f) Financial instruments: 

 
 A financial instrument is any contract that gives rise to both a financial asset of one 

enterprise and a financial liability or equity instrument of another enterprise.  For the 
purpose of the financial statements, financial assets have been determined to include cash 
and cash equivalents and investments. Similarly, financial liabilities include other 
liabilities, short-term borrowing and amounts due to ultimate parent company and parent 
company. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 

(f) Financial instruments (continued): 
 

 Recognition and initial measurement 
 

The company recognises a financial instrument when it becomes a party to the contractual 
terms of the instrument. Financial assets and financial liabilities are initially recognised 
on the trade date.  

 
At initial recognition, the company measures a financial asset or financial liability at its 
fair value, plus or minus; in the case of a financial asset or financial liability not at fair 
value through profit or loss transaction costs that are incremental and directly attributable 
to the acquisition or issue of the financial asset or financial liability. Transaction costs of 
financial assets and financial liabilities carried at fair value through profit or loss are 
expensed in profit or loss.  

 
Immediately after initial recognition, an expected credit loss allowance (ECL) is 
recognised for financial assets measured at amortised cost which results in an accounting 
loss being recognised in profit or loss when an asset is newly originated. 

 
When the fair value is evidenced by a quoted price in an active market for an identical 
asset or liability (i.e. a level 1 input) or based on a valuation technique that uses only data 
from observable markets, the difference is recognised as a gain or loss. 

 
 Classification and subsequent measurement 

  
On initial recognition, the company classifies financial assets measured at amortised cost 
or FVTPL. 

  
A financial asset is measured at amortised cost if meets both of the following conditions 
and is not designated as at FVTPL: 
 
a) It is held within a business model whose objective is to hold assets to collect 

contractual cash flows; and 
 
b)  Its contractual terms give rise on specified dates to cash flows that are solely 

payments of principal and interest (‘SPPI’). 
 

All other financial assets of the company are measured at FVTPL. 
 
The classification of financial assets comprises the following captions: 

 Investments 
 Cash and cash equivalents 

 
 Subsequent measurement 

 
The subsequent measurement of financial assets depends on their classification as 
described in the particular recognition methods disclosed in their individual policy 
statements associated with each item. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 
(f) Financial instruments (continued): 

 
  Impairment of financial assets  

 
Impairment losses of financial assets not measured at FVTPL, are recognised using the 
expected credit loss model for the entire lifetime of such financial assets on initial 
recognition, and at each subsequent reporting period, even in the absence of a credit 
event or if a loss has not yet been incurred, considering their measurement past events 
and current conditions, as well as reasonable and supportable forecasts affecting 
collectability. 
 
Derecognition 

 
A financial asset is primarily derecognised when the rights to receive cash flows from the 
asset have expired, or the company has transferred its rights to receive cash flows from 
the asset or has assumed an obligation to pay the received cash flows in full without 
material delay to a third party under a ‘pass-through’ arrangement; and either (a) the 
company has transferred substantially all the risks and rewards of the asset, or (b) the 
company has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 
 

Financial liabilities 
 

Initial recognition and measurement 
 
All financial liabilities are recognised initially at fair value and in the case of borrowing, 
plus directly attributable transaction costs. The company’s financial liabilities, which 
include other payables, short-term borrowing, due to ultimate parent company and due to 
parent company which are recognised initially at fair value. 
 
Subsequent measurement 
 
The subsequent measurement of financial liabilities depends on their classification as 
described in the particular recognition methods disclosed in their individual policy 
statements associated with each item. 
 
Derecognition 
 
A financial liability is derecognised when the obligation under the liability is discharged 
or cancelled or expires. 
 
When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the original 
liability and the recognition of a new liability, and the difference in the respective 
carrying amounts is recognised in the statement of profit or loss. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
  

(f) Financial instruments (continued): 
 

Business model assessment  
 

The business model reflects how the company manages the assets in order to generate 
cash flows. That is, whether the company’s objective is solely to collect the contractual 
cash flows from the assets or is to collect both the contractual cash flows and cash flows 
arising from the sale of assets. If neither of these is applicable (e.g. financial assets are 
held for trading purposes), then the financial assets are classified as part of ‘other’ 
business model and measured at FVTPL.  

 
Factors considered by the company in determining the business model for a group of 
assets include: 

1. How the asset’s performance is evaluated and reported to key management 
personnel; 

2. How risks are assessed and managed; and  

3. How managers are compensated.  
 

The company has determined that it has two business models. 
 

- Held-to-collect business model: This comprises, cash and cash equivalents. These 
financial assets are held to collect contractual cash flows. 

 
- Other business model: This comprises equity investments. These financial assets are 

managed and their performance is evaluated, on a fair value basis, with frequent sales 
taking place. 

 
Offsetting 

 
Financial assets and financial liabilities are offset and the net amount presented in the 
statement of financial position when, and only when, the company currently has a legally 
enforceable right to set off the amounts and it intends either to settle them on a net basis 
or to realise the asset and settle the liability simultaneously. 

 
Income and expenses are presented on a net basis only when permitted under IFRS, or for 
gains and losses arising from company of similar transactions such as in the company’s 
trading activity. 

  
(g) Investments: 

 
Investments comprises quoted securities and are classified as FVTPL. 

 
Gains and losses on equity securities at FVTPL are included in the ‘Gains from 
investment activities’ caption in the statement of profit or loss. 

 
(h) Cash and cash equivalents: 

 
Cash and cash equivalents comprise cash and bank balances and are measured at 
amortised cost. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 
(i) Other liabilities: 
 

Other liabilities are measured at amortised cost. 
 
(j) Share capital: 
 

Ordinary shares are classified as equity when there is no obligation to transfer cash or 
other assets. 

 
(k) Related parties 
 

A related party is a person or company that is related to the entity which is preparing its 
financial statements (referred to in IAS 24 Related Party Disclosures as the “reporting 
entity”, that is, “the company”). 

 
(a) A person or a close member of that person’s family is related to the company if that 

person: 
 

(i) has control or joint control over the company; 

(ii) has significant influence over the company; or 

(iii) is a member of the key management personnel of the company or of a parent 
of the company. 

 
(b) An entity is related to the company if any of the following conditions applies: 
 

(i) The entity and the company are members of the same group (which means 
that each parent, subsidiary and fellow subsidiary is related to the others). 

(ii) One entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of a group of which the other entity is a 
member). 

(iii) Both entities are joint ventures of the same third party. 

(iv) One entity is a joint venture of a third entity and the other entity is an 
associate of the third entity. 

(v) The entity is a post-employment benefit plan established for the benefit of 
employees of either the company or an entity related to the company.  

(vi) The entity is controlled, or jointly controlled by a person identified in (a). 
(vii) A person identified in (a)(i) has significant influence over the reporting entity 

or is a member of the key management personnel of the reporting entity (or 
of a parent of the entity). 

(viii) The entity or its parent is provided with key management personnel services 
by the management entity. 

 
A related party transaction involves transfer of resources, services or obligations between 
a reporting entity and a related party, regardless of whether a price is charged. 

 
The company's key related party relationships are with its shareholders and its directors. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 

(l) Borrowings: 
 

Borrowings are recognised initially at fair value, net of transaction costs incurred.  
Subsequent to initial recognition, interest-bearing borrowings are measured at amortised 
cost, with any difference between proceeds (net of transaction costs) and redemption value 
being recognised in profit or loss over the period of the borrowings using the effective 
interest method. 

 
(m) Determination of fair value: 

 
 Fair value is the price that would be received to sell an asset or to transfer a liability in an 

orderly transaction between market participants at the measurement date in the principal or, 
in its absence, the most advantageous market to which the company has access at the date.  

 
 The company measures the fair value of an instrument using quoted price in an active 

market for that instrument. A market is regarded as active if transactions from the asset or 
liability take place with sufficient frequency and volume to provide pricing information on 
an ongoing basis. The company measures instruments quoted in an active market at the 
closing price, because this price provides a reasonable approximation of the exit price. 

 
(n) Finance costs: 

 
 Finance costs comprise interest expense on borrowings calculated using the effective 

interest rate method. 
 

(o) Impairment: 
 

The company recognises loss allowances for ECLs on financial assets measured at 
amortised cost. 

 
The company measures loss allowances at an amount equal to lifetime ECLs, except for the 
following, which are measured at 12-month ECLs: 

 
– financial assets that are determined to have low credit risk at the reporting date; and 

– other financial assets for which credit risk (i.e. the risk of default occurring over the 
expected life of the asset) has not increased significantly since initial recognition. 

 
When determining whether the credit risk of a financial asset has increased significantly 
since initial recognition and when estimating ECLs, the company considers reasonable and 
supportable information that is relevant and available without undue cost or effort. This 
includes both quantitative and qualitative information and analysis, based on the company’s 
historical experience and informed credit assessment and including forward-looking 
information. 
 
The company assumes that the credit risk on a financial asset has increased significantly if it 
is more than 30 days past due. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 

(o) Impairment (continued): 
 

The company considers a financial asset to be in default when: 
 
– the borrower is unlikely to pay its credit obligations to the company in full, without 

recourse by the company to actions such as realising security (if any is held); or 

– the financial asset is more than 90 days past due. 
 

The company considers a financial asset to have low credit risk when the credit rating of the 
counterparty is equivalent to the globally understood definition of ‘investment grade’.  
 
Lifetime ECLs are the ECLs that result from all possible default events over the expected life 
of a financial instrument. 
 
12-month ECLs are the portion of ECLs that result from default events that are possible 
within the 12 months after the reporting date (or a shorter period if the expected life of the 
instrument is less than 12 months). 
 
The maximum period considered when estimating ECLs is the maximum contractual period 
over which the Fund is exposed to credit risk. 
 
Measurement of ECLs 
 
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the 
present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity 
in accordance with the contract and the cash flows that the company expects to receive). 
 
ECLs are discounted at the effective interest rate of the financial asset. 
 
Credit-impaired financial assets 

 
At each reporting date, the company assesses whether financial assets carried at amortised 
cost are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that 
have a detrimental impact on the estimated future cash flows of the financial asset have 
occurred. Evidence that a financial asset is credit-impaired includes the following 
observable data: 

– significant financial difficulty of the borrower or issuer; 

– a breach of contract such as a default or being more than 90 days past due; or 

– it is probable that the borrower will enter bankruptcy or other financial reorganisation. 
 

Presentation of allowance for ECLs in the statement of financial position 
 
Loss allowances for financial assets measured at amortised cost are deducted from the gross 
carrying amount of the assets. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

3. Significant accounting policies (continued) 
 

(o) Impairment (continued): 
 
Write-off 
 
The gross carrying amount of a financial asset is written off when the company has no 
reasonable expectations of recovering a financial asset in its entirety or a portion thereof. 
 

4. Investments 
  
   2019 
   $ 
 Investment securities at FVTPL: 

 Quoted equities   436,522,184 
 
5. Cash and cash equivalents 
 
   2019 
   $ 

 

Bank accounts  20,250,920 
Accounts with brokers    4,525,446 

  24,776,366 
 
6. Other liabilities 
   2019 
   $ 
 

 Interest payable  27,479 
 Accruals  1,400,000 
 Other payables     114,444 

   1,541,923 
 
7. Related party balances and transactions 
  
 The following balances were held with related parties: 
   2019 
   $ 
 

(a) Due to ultimate parent company  3,366,884  

(b) Due to parent company     341,490 
 

Amount due to ultimate parent company and parent company are interest-free and repayable on 
demand 

 
(c) Short-term borrowing – Ultimate parent company (note 8)  2,000,000 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

7. Related party balances and transactions (continued) 
 

(d) The following transactions were carried out with related parties during the period:  
  

   2019 
   $ 
 

  Management fees – Ultimate parent company  1,666,666 
  Directors’ remuneration – Fees   750,000 

Interest expense – Ultimate parent company      27, 479 
 
8. Short-term borrowings 
 
   2019 
   $ 
  

 Demand loan  2,000,000 
 

This loan is due to the ultimate parent company and attracts an interest at a rate of 8.5% per 
annum. The loan has no fixed repayment terms and is payable on demand. 

 
9. Deferred taxation 
  
 Deferred tax liability is attributable to the following: 
  Recognised in  
  profit or loss 
  [note 13(a)] 2019 
  $ $ 
 

 Investments  (3,006,719) (3,006,719) 
 Interest payable 6,870 6,870 
 Unused tax losses    737,786    737,786 

  (2,262,063) (2,262,063) 

 
10. Share capital 
 
   2019 
   $ 
 Authorised - 
    Unlimited ordinary shares at no par value  

Issued and fully paid - 
    445,000,000 ordinary shares at no par value  445,000,000 
 
11. Gains from investment activities 
 
   2019 
   $ 

   
Unrealised fair value gain on investments  12,026,876 
Realised gains on sale of investment       391,206  

  12,418,082 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

12. Administrative expenses 
 

Profit before taxation is stated after charging: 
   2019 
   $ 
 

Directors’ fees  750,000 
Management fees  1,666,666 
Audit fees  650,000 
Other administrative expenses     275,684 

  3,342,350 
 
13. Taxation 
 
 Taxation is based on profit for the year adjusted for tax purposes and it computed as follows: 
 
   2019 
   $ 

(a) Current period tax expense: 
Income tax @ 25%         -         

Deferred taxation: 
 Tax losses  (   737,786) 
 Origination and reversal of temporary differences, net  2,999,849  

   2,262,063 

Total tax expense recognised  2,262,063 
 

(b) Reconciliation of effective tax rate: 
 

   2019 
   $ 
 

Profit before taxation  9,048,253 

Computed “expected” tax expense @ 25%, being actual tax charge  2,262,063 

 
(c)  As at March 31, 2019, subject to the agreement of The Commissioner, Tax Administration 

Jamaica, tax losses available for offset against future taxable profits was $2,951,143.  
Effective January 1, 2014, tax losses may be carried forward indefinitely; however, the 
amount that can be utilised in any one year is restricted to 50% of the current year’s taxable 
profits. 

 
14. Financial risk management 
 

The company has exposure to the following risks from its use of financial instruments: 
 

 Credit risk 
 Liquidity risk 
 Market risk 
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QWI INVESTMENTS LIMITED 

Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  

14. Financial risk management (continued)

The Board of Directors, together with certain senior management of the parent company, has 
overall responsibility for the establishment and oversight of the company’s risk management 
framework. Key management and senior management of the ultimate parent company have 
responsibility for monitoring the company’s risk policies and reports monthly to the Board of 
Directors on its activities.

The risk management policies are established to identify and analyse the risks faced by the 
company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.

(a) Credit risk:

The company has exposure to credit risk, which is the risk that its counterparties will fail to 
discharge their contractual obligations causing the company to suffer a financial loss. 
Management carefully manages its exposure to credit risk.

Cash and cash equivalents:

Cash and cash equivalents are held with financial institutions that are appropriately licensed 
and regulated, therefore, management does not expect any counterparty to fail to meet its 
obligations.

Maximum exposure to credit risk

The company’s maximum exposure to credit risk at period end is represented by its 
respective carrying amount.

Impairment on cash and cash equivalents has been measured at 12- month expected loss 
basis and reflects the short maturities of the exposures.  The company considered that cash 
and cash equivalents have low credit risk.

No impairment allowances was recognised under IFRS 9.

(b) Liquidity risk:

Liquidity risk, also referred to as funding risk, is the risk that the company will encounter 
difficulty in raising funds to meet commitments associated with financial instruments. 
Liquidity risk may result from an inability to sell a financial asset quickly at, or close to, its 
fair value.

The company’s approach to managing liquidity risk is to ensure, as far as possible, that 
they will always have sufficient cash resources to meet financial obligations when they fall 
due, under both normal and stressed conditions, without incurring unacceptable losses or 
risking damage of the company’s reputation.

The contractual cash outflow for the company’s liabilities is represented by their carrying 
amounts and require settlement within 12 months from the reporting date. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

14. Financial risk management (continued) 
 

(c) Market risk: 
 

Market risk is the risk that changes in market prices, such as interest rate and foreign 
exchange rates, will affect the company’s income or the value of its financial instruments. 
The objective of market risk management is to manage and control market risk exposures 
within acceptable limits, while optimising the return on risk. 

 

 Interest rate risk: 
 

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to 
changes in market interest rates. 

 
 At the reporting date, the company had no financial asset that was subject to interest 

rate risk. 
 
 At the reporting date, the company contracted a short-term loan with carrying value of 

$2,000,000 at fixed interest rate. 
 

 Foreign currency risk: 
 

Foreign currency risk is the risk that the value of a financial instrument will fluctuate 
due to changes in foreign exchange rates. 

 
At the reporting date, the company was not exposed to foreign currency risk as there 
was no balance that was denominated in a currency other than the Jamaica dollar. 

 
 Equity price risk: 

 
Equity price risk arises from equity securities held by the company as part of its 
investment portfolio.  Management monitors equity securities in its investment 
portfolio based on market expectations.  The primary goal of the company’s investment 
strategy is to maximise investment returns.  

 
 A 10% increase in the market price at the reporting date would cause an increase in the 

company’s profits of $43,652,218.  A 10% decrease would have an equal but opposite 
effect on profits. 

 
 (d) Capital management   

 
The company’s objectives when managing capital are to safeguard the company’s ability to 
continue as a going concern in order to provide returns for stockholders and benefits for 
other stakeholders.  The Board of Directors monitors the return on capital, which the 
company defines as net operating income, excluding non-recurring items, divided by total 
stockholders’ equity.   

 
There are no particular strategies to determine the optimal capital structure.  There are also 
no external capital maintenance requirements to which the company is subject.  
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Three-month period ended March 31, 2019  
 
 

 

14. Financial risk management (continued) 
 

(e) Fair values 
 

Fair value is 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.  Market price 
is used to determine fair value where an active market exists as it is the best evidence of the 
fair value of a financial instrument. The company’s equities are the only financial 
instrument that is carried at fair value, also where fair value of financial instruments 
approximates carrying value, no fair value computation is done. 

 
Quoted equities fair values are based on the closing prices published by the Jamaica Stock 
Exchange.  

 
The carrying values reflected in the financial statements for cash and cash equivalents, 
other liabilities, due to ultimate parent company, due to parent company and short-term 
borrowing are assumed to approximate fair value due to their relatively short-term nature.   

 
Determination of fair value and fair values hierarchy. 
 
IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those 
valuation techniques are observable or unobservable.  These two types of inputs have 
created the following fair value hierarchy: 
 
Level 1 -  Quoted prices in active markets for identical assets or liabilities. This level 
includes listed equity securities and debt instruments on exchanges. 
 
Level 2 -  Inputs other than quoted prices included within Level 1 that are observable for 
the asset or liability, either directly or indirectly.  This includes financial assets with fair 
values based on broker quotes. 
 
Level 3 -  Inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). This level includes equity investments and debt instruments with 
significant unobservable components. This hierarchy requires the use of observable market 
data when available. 
 
The company considers relevant and observable market prices in its valuations where 
possible. 
 
Equity investments are classified as Level 1. 
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