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INDEPENDENT AUDITORS’ REPORT 
 
To the Members of 
QWI INVESTMENTS LIMITED 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of QWI Investments Limited (“the 
company”), set out on pages 7 to 31, which comprise the statement of financial 
position as at September 30, 2020, the statements of profit or loss and other 
comprehensive income, changes in equity and cash flows for the year then 
ended, and notes, comprising significant accounting policies and other 
explanatory information. 
 
In our opinion, the accompanying financial statements give a true and fair view of 
the financial position of the company as at September 30, 2020, and of its 
financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards (IFRS) and the Jamaican 
Companies Act. 
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing 
(ISAs). Our responsibilities under those standards are further described in the 
Auditors’ Responsibilities for the Audit of the Financial Statements section of our 
report. We are independent of the company in accordance with the International 
Ethics Standards Board for Accountants International Code of Ethics for 
Professional Accountants including International Independence Standards (IESBA 
Code), and we have fulfilled our other ethical responsibilities in accordance with 
the IESBA Code. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 

KPMG 
Chartered Accountants 
P.O. Box 436 
6 Duke Street 
Kingston 
Jamaica, W.I. 
+1 (876) 922 6640 
firmmail@kpmg.com.jm 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
To the Members of 
QWI INVESTMENTS LIMITED 
 
 

Report on the Audit of the Financial Statements (continued) 
 

Key Audit Matters 
 

Key audit matters are those matters that, in our professional judgement, were of 
most significance in our audit of the financial statements of the current period. 
These matters were addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
 

Valuation of investments 
 

The Key Audit Matter How the matter was addressed in our 
audit 

 

The company holds significant 
investments in equity securities 
listed on multiple stock 
exchanges. The company uses 
quoted mid or closing prices to 
value these investments.   
 
The valuation of these 
investments although based on 
observable market prices, suffers 
from increased volatility as a 
result of the spread of COVID-19. 
The pandemic has also resulted 
in a decline in trading activities 
for a number of listed shares.  
 
As a result, judgement may be 
required to determine whether 
the quoted prices used by 
management represents prices 
from an active market.   
 
See note 4 and note 20(e). 

 

Our procedures in this area included the 
following: 
 

 Assessing and testing the design and 
implementation of the company’s 
control over the determination and 
computation of fair values. 

 

 Challenging the reasonableness of 
prices used by the company by 
comparing to independent third-party 
information, including assessing 
whether prices used falls within the 
bid ask spread as required by IFRS 
13 Fair Value Measurement. 

 

 Reperforming fair value calculations 
and assessing whether fair value 
was appropriately determined by 
considering the provisions of IFRS 13 
Fair Value Measurement and 
reviewing the volume of trade for the 
securities held by the company at 
year end. 

 

 Assessing the adequacy of the 
disclosure, including the degree of 
estimation involved in determining 
fair values. 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
To the Members of 
QWI INVESTMENTS LIMITED 
 
Report on the Audit of the Financial Statements (continued) 
 
Other Information 
 
Management is responsible for the other information. The other information 
comprises the information included in the annual report but does not include the 
financial statements and our auditors’ report thereon.  The annual report is 
expected to be made available to us after the date of this auditors’ report. 
 
Our opinion on the financial statements does not cover the other information and 
we will not express any form of assurance conclusion thereon. 
 
 

In connection with our audit of the financial statements, our responsibility is to 
read the other information identified above when it becomes available and, in 
doing so, consider whether the other information is materially inconsistent with 
the financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated.  
 
When we read the annual report, if we conclude that there is a material 
misstatement therein, we are required to communicate the matter to those 
charged with governance. 
 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
 
Management is responsible for the preparation of financial statements that give a 
true and fair view in accordance with IFRS and the Jamaican Companies Act, and 
for such internal control as management determines is necessary to  
enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 

In preparing the financial statements, management is responsible for assessing 
the company’s ability to continue as a going concern, disclosing, as applicable, 
matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the company or to cease 
operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the company’s 
financial reporting process. 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
To the Members of 
QWI INVESTMENTS LIMITED 
 
 
Report on the Audit of the Financial Statements (continued) 
 
Auditors’ Responsibilities for the Audit of the Financial Statements  
 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of 
these financial statements. 
 
A further description of our responsibilities for the audit of the financial 
statements is included in the Appendix to this auditors’ report. This 
description, which is located at pages 5-6, forms part of our auditors’ report. 
 
Report on additional matters as required by the Jamaican Companies Act 
 
We have obtained all the information and explanations which, to the best of our 
knowledge and belief, were necessary for the purposes of our audit. 
 
In our opinion, proper accounting records have been maintained, so far as 
appears from our examination of those records, and the financial statements, 
which are in agreement therewith, give the information required by the Jamaican 
Companies Act in the manner required. 
 
The engagement partner on the audit resulting in this independent auditors’ 
report is Rajan Trehan. 

 
 
 
 

 
Chartered Accountants 
Kingston, Jamaica  
 
December 23, 2020 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
To the Members of 
QWI INVESTMENTS LIMITED 
 
 
Appendix to the Independent Auditors’ Report 
 
As part of an audit in accordance with ISAs, we exercise professional judgement 
and maintain professional skepticism throughout the audit. We also: 
 

 Identify and assess the risks of material misstatement of the financial 
statements, whether due to fraud or error, design and perform audit 
procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to 
design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the company’s 
internal control. 

 Evaluate the appropriateness of accounting policies used and the 
reasonableness of accounting estimates and related disclosures made by 
management. 

 Conclude on the appropriateness of management’s use of the going concern 
basis of accounting and, based on the audit evidence obtained, whether a 
material uncertainty exists related to events or conditions that may cast 
significant doubt on the company’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw 
attention in our auditors’ report to the related disclosures in the financial 
statements or, if such disclosures are inadequate, to modify our opinion. Our 
conclusions are based on the audit evidence obtained up to the date of our 
auditors’ report. However, future events or conditions may cause the 
company to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the financial 
statements, including the disclosures, and whether the financial statements 
represent the underlying transactions and events in a manner that achieves 
fair presentation. 
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INDEPENDENT AUDITORS’ REPORT (CONTINUED) 
 
To the Members of 
QWI INVESTMENTS LIMITED 

 
 

Appendix to the Independent Auditors’ Report (continued) 
 
We communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control that we identify during 
our audit. 
 
We also provide those charged with governance with a statement that we have 
complied with relevant ethical requirements regarding independence, and 
communicate with them all relationships and other matters that may reasonably 
be thought to bear on our independence, and where applicable, actions taken to 
eliminate threats or safeguards applied. 
 
From the matters communicated with those charged with governance, we 
determine those matters that were of most significance in the audit of the 
financial statements of the current period and are therefore the key audit 
matters. We describe these matters in our auditors’ report unless law or 
regulation precludes public disclosure about the matters or when, in extremely 
rare circumstances, we determine that a matter should not be communicated in 
our report because the adverse consequences of doing so would reasonably be 
expected to outweigh the public interest benefits of such communication. 

 
 

 
 
 





8 
QWI INVESTMENTS LIMITED 
 
 

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

Statement of Profit or Loss and Other Comprehensive Income 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 Notes 2020 2019 
  $ $ 
 
(Losses)/gains from investment activities 14 (467,384,292) 394,492,778 
Administrative expenses 15 (  42,248,659) (  51,074,474) 

   (509,632,951) 343,418,304 
Interest income 16(a) 1,922,299 -          
Finance costs 16(b) (  19,771,223) (  12,552,665) 

(Loss)/profit before taxation  (527,481,875) 330,865,639 
Taxation 17 133,158,335 (  82,264,429) 

(Loss)/profit for the year/period, being total  
   comprehensive (loss)/income  (394,323,540) 248,601,210 
 
Earnings per share: 
     Basic earnings per ordinary stock unit 18  (             0.29)              0.55
   
     Diluted earnings per ordinary stock unit 18 (             0.28)              0.53 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



9 
QWI INVESTMENTS LIMITED 
 
 

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

Statement of Changes in Equity 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
  
 Share Retained  
  capital  earnings Total 
 (Note 13) 
 $ $ $ 
    
 
Transactions with owners of the company: 
 

Issues of shares 1,659,000,000          -           1,659,000,000 
 
   Shares issuance cost (     36,386,070)          -           (     36,386,070) 
 
Comprehensive income: 
   Profit for the period, being total 
 comprehensive income for the period            -             248,601,210    248,601,210 
 
Balance at September 30, 2019 1,622,613,930 248,601,210 1,871,215,140 
 
Adjustment to share issuance cost 499,018          -           499,018 
 
Comprehensive income: 
Loss for the year, being total  
 comprehensive loss for the year           -             (394,323,540) (   394,323,540) 

Balance at September 30, 2020 1,623,112,948 (145,722,330) 1,477,390,618 
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QWI INVESTMENTS LIMITED 
 
 

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

Statement of Cash Flows 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
  
   
 Notes 2020 2019 
   $ $ 
 
CASH FLOWS FROM OPERATING ACTIVITIES: 
 (Loss)/profit for the year/period (   394,323,540) 248,601,210 
 Adjustments for: 
 Dividend income 14 (     22,901,148) (       4,990,384) 
 Realised losses/(gains) on disposal of investments 14 122,187,942 (     13,258,938) 
 Interest income 16(a) (       1,922,299) -          
 Interest expense 16(b) 19,771,223 12,552,665 
 Taxation 17 (   133,158,335) 82,264,429 
 Unrealised fair value losses/(gains) on securities at  
    fair value through profit or loss 14    368,097,498 (   376,243,456)  

  (     42,248,659) (     51,074,474)  
 Changes in operating assets and liabilities: 

Purchase of investments (1,898,641,677) (1,026,966,307) 
Proceeds from sale of investments 1,142,483,335     53,321,026 
Other liabilities (   304,483,024) 313,175,173 
Due to related companies (     50,838,498) 54,260,908 
Accounts receivables 1,194,180,018 (1,195,271,296) 

  40,451,495 (1,852,554,970) 
Tax paid (       3,177,246) (          748,558) 
Dividend received 22,901,148        4,990,384 
Interest received 1,922,299 -           
Interest paid (     20,576,884) (     10,153,680) 

 Cash provided/(used) by operating activities      41,520,812 (1,858,466,824) 

CASH FLOWS FROM FINANCING  
 ACTIVITIES: 

Proceeds from share issue, net 13 -            1,622,613,930 
Short-term borrowing, net 9 (       2,000,000) 2,000,000 
Margin loan payable       11,101,985    184,274,851 
Bank overdraft 11 (     49,714,743)      49,714,743 

Net cash (used)/provided by financing activities  (     40,612,758) 1,858,603,524 

Increase in cash and cash equivalents           908,054           136,700 
Cash and cash equivalent at beginning of the year            136,700            -            

Cash and cash equivalent at end of the year         1,044,754           136,700 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 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.  The company’s registered office is at 2 Bell Road, Kingston, Jamaica W.I. 
 

The company issued 66% of its ordinary shares to the public on September 9, 2019 and was listed 
on the Jamaica Stock Exchange on September 30, 2019. The company’s remaining shares were 
held by Jamaican Teas Limited a company listed on the Jamaica Stock Exchange and one of its 
subsidiaries, KIW International Limited.  

 

As at September 30, 2020 Jamaican Teas owned 236,661,533 shares (17.34%) in the company 
and KIW owned 245,000,005 shares (17.95%). 
 

The company’s principal activity is the holding of, investing, and trading in quoted securities. 
The company’s affairs are administered by Jamaican Teas Limited, who has ultimate control over 
its operations. The company’s income/losses for the year represents mainly dividend income and 
realised and unrealised gains/losses from investment activities. 

 

The Board of Directors appoints an investment committee and delegates the management of the 
company's investments to the committee, who undertakes the investment decisions on an ongoing 
basis. Currently, members of the investment committee are also members of the Board; however, 
the Board may appoint non-board members to the committee as it sees fit. The investment 
committee members are paid fees pursuant to the company’s investment incentive plan, at the rate 
of 10% of the net investment return of the company in excess of the hurdle rate which is based on 
MCSI world index. 

 

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 comply with the provisions of the Jamaican Companies Act. 

 

New and amended standards that became effective during the year  
 

Certain new and amended standards that were in issue came into effect during the current 
financial year.  The adoption of those new standards and amendments did not have any 
impact on the amounts recognised or disclosured in the financial statements. 

 

New and amended standards and interpretations issued but not yet effective: 
 

At the date of authorisation of the financial statements, certain new and amended 
standards and interpretations have been issued which are not yet effective and which the 
company has not yet 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.” 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

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

 (a) Statement of compliance (continued): 
 

New and amended standards and interpretations issued but not yet effective: 
 

 Amendments to References to Conceptual Framework in IFRS Standards is effective 
retrospectively for annual reporting periods beginning on or after January 1, 2020. 
The revised framework covers all aspects of standard setting including the objective 
of financial reporting. 

 
The main change relates to how and when assets and liabilities are recognised and 
de-recognised in the financial statements. 

– New ‘bundle of rights’ approach to assets will mean that an entity may  
recognise a right to use an asset rather than the asset itself; 

– A liability will be recognised if a company has no practical ability to avoid it. 
This may bring liabilities on balance sheet earlier than at present. 

– A new control-based approach to de-recognition will allow an entity to 
derecognise an asset when it loses control over all or part of it; the focus will no 
longer be on the transfer of risks and rewards. 

 
The company does not expect these amendments to have a significant impact on its 
financial statements. 
 

 (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. 
 

 (c) 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. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies 
 
 (a) Revenue recognition:  

 

Dividend income is recognised when the right to receive payment is established on the 
record date of the dividend. 

 

Interest income is recognised in profit or loss using the effective interest method. The 
“effective interest rate” is the rate that exactly discounts the estimated future cash receipts 
through the expected life of the financial instruments to its gross carrying amount.   

 
(b) 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. 

 
(c) 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. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies (continued) 
 

(d) 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, investments and accounts receivables. Similarly, financial liabilities 
include other liabilities, short-term borrowing and amounts due to related companies, 
bank overdraft and margin loan payable. 

 
 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. 

 
 Financial assets 
 
 Classification and subsequent measurement 

  
On initial recognition, the company classifies financial assets are measured at amortised 
cost or FVTPL. 
 
A financial asset is measured at amortised cost if it meets both of the following 
conditions and is not designated as at fair value through profit or loss (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. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies (continued) 
 

(d) Financial instruments (continued): 
 

 Financial assets (continued) 
 
 Classification and subsequent measurement (continued) 
 

 The classification of financial assets comprises the following captions: 
 Investments 
 Cash and cash equivalents 
 Accounts receivables 

 
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 and 

accounts receivables. 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. 
 

Assessment whether contractual cash flows are solely payments of principal and interest 
 

For the purpose of this assessment, ‘principal’ is defined as the fair value of financial 
asset on initial recognition. ‘Interest’ is defined as consideration for the time value of 
money and for the credit risk associated with the principal amount outstanding during a 
particular period of time and for other basic lending risks and costs (e.g. liquidity risk and 
administrative costs), as well as a profit margin. 
 

In assessing whether the contractual cash flows are solely payments of principal and 
interest, the company considers the contractual terms of the instrument. This includes 
assessing whether the financial asset contains a contractual term that could change the 
timing or amount of contractual cash flows such that it would not meet this condition. 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies (continued) 
 

(d) Financial instruments (continued): 
 

 Financial assets (continued) 
 

Assessment whether contractual cash flows are solely payments of principal and interest 
(continued) 
 

In making this assessment, the company considers: 
 

- contingent events that would change the amount or timing of cash flows; 
- terms that may adjust the contractual coupon rate, including variable-rate features; 
- prepayment and extension features; and 
- terms that limit the company’s claim to cash flows from specified assets (e.g. non-

recourse features). 
 

A prepayment feature is consistent with the solely payments of principal and interest 
criterion if the prepayment amount substantially represents unpaid amounts of principal 
and interest on the principal amount outstanding, which may include reasonable 
additional compensation for early termination of the contract. Additionally, for a 
financial asset acquired at a discount or premium to its contractual par amount, a feature 
that permits or requires prepayment at an amount that substantially represents the 
contractual par amount plus accrued (but unpaid) contractual interest (which may also 
include reasonable additional compensation for early termination) is treated as consistent 
with this criterion if the fair value of the prepayment feature is insignificant at initial 
recognition. 

 

 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. 
 

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. 
 

  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. Impairment of financial assets is further detailed in note 3(o). 
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QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies (continued) 
 

(d) Financial instruments (continued): 
 

  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 liabilities, short-term borrowing, due to related companies, bank overdraft 
and margin loan facility 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. 

 

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. 

  

(e) Investments: 
 

Investments comprise quoted securities and are classified as FVTPL. 
 

Gains and losses on equity securities at FVTPL are included in the ‘Gains or losses from 
investment activities’ caption in the statement of profit or loss. Gains or loss on securities 
trading are recognised when the company becomes a party to a contract to dispose of the 
securities, or, in the case of financial assets measured at fair value, upon re-measurement 
of those assets. 
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3. Significant accounting policies (continued) 
 

(e) Investments (continued): 
 

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 unrealised 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. 

 
(f) Derivatives: 
  

Derivatives are financial instruments that derive their value from the price of the 
underlying items such as equities, interest rates, foreign exchange or other indices.  
Derivatives enable users to increase, reduce or alter exposure to credit or market risk.  
The company holds derivatives in the normal course of business for trading purposes.  
Derivatives are measured initially at fair value in the statement of financial position.  
Subsequent to initial recognition, derivatives are measured at fair value and changes in 
fair value are recognised immediately in profit or loss. 
 

(g) Cash and cash equivalents: 
 

Cash and cash equivalents comprise cash and bank balances and are measured at 
amortised cost.  
 

(h) Accounts receivable: 
 
Accounts receivable are measured at amortised costs, less impairment losses.  
 

(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. Transaction costs directly attributable to the issuance of shares are shown in 
equity as a deduction from the proceeds of the share issue. 
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3. Significant accounting policies (continued) 
 

(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. 

 
(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. 
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3. Significant accounting policies (continued) 
 

(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 mid-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 of financial assets: 

 
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. 

 
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. 



21 
 
QWI INVESTMENTS LIMITED 
 
Notes to the Financial Statements (Continued) 
Year ended September 30, 2020  
(with comparative period for nine month ended September 30, 2019) 
 
 

 

3. Significant accounting policies (continued) 
 

(o) Impairment of financial assets (continued): 
 

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 company 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. 

 

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. 

 

(p) Dividends 
 

Dividends on ordinary shares are recognised in equity in the period in which they are 
approved. 
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4. Investments 
  

  2020 2019 
 $ $ 

 Investment securities at FVTPL: 
 Jamaican quoted equities  1,211,575,675 1,363,147,675  
 United States quoted equities (US$2,549,000) 337,813,592 -            
 United States quoted share options (US$428,000) 60,457,260 -            
 Trinidad and Tobago quoted equities (TT$945,000)      19,174,050            -             

  1,629,020,577 1,363,147,675 
 
 
5. Cash and cash equivalents 
  2020 2019 

 $ $ 
 
Bank accounts 1,044,754 136,700 

 
 
6. Accounts receivables 
  2020 2019 

 $ $ 
 
Prepaid expenses 696,858  -             
Due from brokers 210,506 1,195,271,296 
Other receivables    183,914           -            

  1,091,278 1,195,271,296 

 
In the prior year, amount due from broker included $1,192,000,000 which represented proceeds 
from initial public offer of the company’s ordinary shares due from a brokerage firm, NCB 
Capital Markets Limited. 

 
 
 

7. Other liabilities 
  2020 2019 

 $ $ 
 

 Interest payable 1,593,324 2,398,985 
 Accruals 7,866,736 44,734,841 

Due to brokers 620,153 267,013,715 
 Other payables      205,260     1,426,617 

  10,285,473 315,574,158 

Due to brokers represent investments purchase transactions through a brokerage firm awaiting 
settlement. 
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8. Related party balances and transactions 
  
 The following balances were held with related parties: 
  2020 2019 

 $ $ 
(a) Due to related companies: 

 Jamaican Teas Limited – Parent company 2,923,419 36,597,372 
 KIW International Limited – Fellow subsidiary (            27) 17,663,536 

 2,923,392 54,260,908 

 
(b) Short-term borrowing – Jamaican Teas Limited (note 9)         -        2,000,000 

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

  
  2020 2019 

 $ $ 
 
Investment committee fee – Directors           -         36,117,686 

  Management fees – Jamaican Teas Limited 18,666,055 5,563,158 
  Directors’ fees 6,240,000 5,500,000 
 Interest expense - Jamaican Teas Limited          -              127,500 
 
 
9. Short-term borrowings 
  2020 2019 

 $ $ 
  

Demand loan          -         2,000,000 
 

This loan was due to Jamaican Teas Limited and attracted interest at a rate of 8.5% per annum. 
The loan had no fixed repayment terms, was payable on demand and repaid during the year.   

 
 
10. Margin loan payable 

 
  2020 2019 

 $ $ 
 

 Mayberry Investments Limited 155,409,996 184,274,851 
 Aegis Capital Corporation (US$283,000)   39,966,840          -          

  195,376,836 184,274,851 
 
Margin loan payable represents short-term debt facility provided by Mayberry Investments 
Limited and Aegis Capital Corp to the company to acquire securities held on its own account. 
The facility is collaterised by the securities held with the brokerage firms and bears interest at 9% 
and 6.31%, respectively. 
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11. Bank overdraft 
  2020 2019 

 $ $ 
 

Bank of Nova Scotia Jamaica Limited          -          49,714,743 
 

As at 30 September 2020, the Company’s assets were charged in the sum of $118,007,982 in 
favour of Bank of Nova Scotia Jamaica Limited. The assets charged, comprised listed shares 
owned by the Company and were pledged to secure an overdraft facility of $50,000,000 at an 
interest rate of 8.5% per annum. No amounts were outstanding under this overdraft facility as at 
30 September 2020.  

 
 

12. Deferred taxation 
 

Deferred tax liability is attributable to the following: 
 
 Recognised in Balance at Recognised in Balance at 
 profit or loss 2019 profit or loss 2020 
 [note 17(a)]  [note 17(a)] 
 $ $ $ $ 
  
 Investments  (94,060,864) (94,060,864) 92,024,376 (  2,036,488) 
 Interest payable 599,746 599,746 (       201,415) 398,331 
 Unused tax losses 11,945,247 11,945,247   44,512,620 56,457,867 

  (81,515,871) (81,515,871) 136,335,581 54,819,710 
 
 

13. Share capital 
  2020 2019 

 $ $ 
 Authorised - 
    Unlimited ordinary shares at no par value  

Issued and fully paid - 
    1,365,000,015 ordinary shares 1,659,000,000 1,659,000,000 
 Less: share issuance cost (     35,887,052) (     36,386,070) 

 1,623,112,948    1,622,613,930 
 

(a) On September 9, 2019, the company issued 900,000,000 of its ordinary shares at a total 
value of $1,192,000,000 to the public through an initial public offering. The remaining 
issued ordinary shares of 220,000,000 were held by Jamaican Teas Limited and 
245,000,000 are held by KIW International Limited at no par value. 
 

At September 30, 2020, 236,661,533 shares were held by Jamaican Teas Limited and 
245,000,005 shares were held by KIW International Limited, a subsidiary of Jamaican Teas 
Limited. 
 

Share issuance cost of $499,018 not incurred, was adjusted during the year. 
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13. Share capital (continued) 
 
 

(b) On March 19, 2019, the directors approved the reservation of 31,000,000 of the company’s 
shares as a stock option plan for members of its Board of Directors. Under the stock option 
plan, each director may exercise options to buy 1,000,000 of the company’s shares per 
annum (1,200,000 million shares by the Chairman), in whole or in part within five years of 
July 31, 2019. The price to be paid will be $2.70.  

 
The subscription price for the shares is payable in full at the time that the option is 
exercised. Each option will be deemed forfeited if not exercised within five years of the 
date that it became available.  
 
A further amount of 10,000,000 shares for future stock options is to be reserved in addition 
to the initial 31,000,000 set out above. 
 
As at September 30, 2020, no member of the Board of Directors exercised their option. 

 
 

14. (Losses)/gains from investment activities 
  2020 2019 

 $ $ 
   
Unrealised fair value (losses)/gains on investments, net (368,097,498) 376,243,456 
Realised (losses)/gains on sale of investments, net (122,187,942) 13,258,938 
Dividend income    22,901,148     4,990,384 

 (467,384,292) 394,492,778 
 
 

15. Administrative expenses 
 

Profit before taxation is stated after charging: 
  2020 2019 

 $ $ 
 

Postage and delivery 966,466 -          
Insurance expense 882,861 -          
Advertising expense 1,459,109 -          
Commissions and fees 969,544 -          
Jamaica Central Securities Depository 
    Limited expenses 2,484,150 -          
Investment committee fees        -          36,117,686 
Management fees 18,666,055 5,563,158 
Directors’ fees 6,240,000 5,500,000 
Audit fees 2,194,500 1,703,075 
Irrecoverable General Consumption Tax 4,971,608 1,550,702 
Legal expense 1,430,060 270,960 
Printing expense   1,188,000         -          
Other administrative expenses      796,306      368,893 

 42,248,659 51,074,474 
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16. Finance costs/income 
  2020 2019 

 $ $ 
(a) Finance income: 

Bank of Nova Scotia deposits  214,495 -          
NCB Capital Market deposits   1,707,804          -          

   1,922,299          -          
 

(b) Finance cost: 
 

Third party interest: 
Margin loan  19,621,178 11,594,978 
Bank overdraft      150,045      830,187 

 19,771,223 12,425,165 
Related party interest: 

Demand loan        -               127,500 

 19,771,223 12,552,665 
 
 

17. Taxation 
 

 Taxation is based on profit for the year/period adjusted for tax purposes and it computed as follows: 
 

  2020 2019 
 $ $ 
(a) Current year/period tax expense: 

Income tax      3,177,246        748,558 

Deferred taxation (note 12): 
 Tax losses (  44,512,620) (  11,945,246) 
 Origination and reversal of temporary 
    differences, net (  91,822,961)   93,461,117 

  (136,335,581)   81,515,871 

Total tax (credit)/expense recognised (133,158,335)   82,264,429 
 

(b) Reconciliation of effective tax rate: 
 

(Loss)/profit before taxation (527,481,875) 330,865,639 

Computed “expected” tax expense  - @ 25% (131,870,469)   82,716,409 
   Difference between profit for financial 

     statements and tax reporting purposes on 
         Effect of tax losses (    1,592,349) 20,446 
         Other disallowed expenses        304,483 (       472,426) 

Actual tax (credit)/charge (133,158,335)   82,264,429 
 

(c) As at the reporting date, subject to the agreement of The Commissioner, Tax 
Administration Jamaica, tax losses available for offset against future taxable profits was 
$225,831,469 (2019: $47,780,988).  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. 
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18.  Earnings per share 
 

(a) Basic earnings per ordinary stock unit 
    

Basic earnings per share are calculated by dividing the net profit attributable to ordinary 
shareholders by a weighted average number of ordinary stock units outstanding. 

   
  2020 2019 
 

Net (loss)/profit attributable to shareholders ($) (   394,323,540) 248,601,210
  
Weighted average number of stock units in issue 1,365,000,015 453,888,889 
 
Basic earnings per stock unit ($) (                0.29)              0.55 

 

(b) Diluted earnings per ordinary stock unit 
 

Diluted earnings per share are calculated by dividing the profit attributable to ordinary 
shareholders by a weighted average number of ordinary stock units outstanding after 
adjustment for the effects of all dilutive potential ordinary shares. 
 

  2020 2019 
 

Net (loss) profit attributable to shareholders ($) (   394,323,540) 248,601,210 

Weighted average number of stock units in issue 1,406,000,015 467,555,556 

Diluted earnings per stock unit ($) (                0.28)              0.53 
 

 

19.  Net asset value per share 
 

  2020 2019 
 

Net asset value ($) 1,477,390,618 1,871,215,140 

Number of stock units in issue 1,365,000,015 1,365,000,015 

Net asset value per stock unit ($)                 1.08                 1.37 
 

 

20. Financial risk management 
 

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

 Credit risk 
 Liquidity risk 
 Market risk 
 

The Board of Directors, has overall responsibility for the establishment and oversight of the 
company’s risk management framework. The directors through committees have responsibility 
for monitoring the company’s risk policies and reports 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. 
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20. Financial risk management (continued) 
 
(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 and accounts receivables 
 

Cash and cash equivalents and accounts receivables are held by 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 and accounts receivables have been measured at 
12-month expected loss basis and reflects the short maturities of the exposures.  The 
company considered that cash and cash equivalents and accounts receivables 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. 

 

(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 material financial asset that was subject to 
interest rate risk. 
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20. Financial risk management (continued) 
 

(c) Market risk (continued): 
 

 Interest rate risk (continued): 
 

 At the reporting date, the carrying value of the company’s fixed interest rate financial 
liabilities was $195,376,836 (2019: $235,989,594). 
 

 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. 

 

The company is exposed to foreign currency risk on transactions that are denominated 
in a currency other than its functional currency, the Jamaica dollar (J$).  The main 
currency giving rise to this risk is the United States dollar (US$) and Trinidad and 
Tobago dollar. Presently, the company does not have any procedures in place to hedge 
against foreign currency risk. 

 

In respect of monetary assets and liabilities denominated in foreign currency, the 
company ensures that its net exposure is kept to an acceptable level by monitoring its 
daily positions against approved limits. 

 

 Net exposure to currency risk 
 

At the reporting date, the company’s net exposure to foreign currency risk was as 
follows:  
 2020 2020 
 US$’000 TT$’000 
 

Cash and cash equivalents  3 -   
Investments 2,977 945 
Margin loan (   283)    -   

 2,697  945 
 

Exchange rates as at September 30, 2020 was US$1: J$141 and TT$1: J$20.89. 
 

Sensitivity analysis 
 

A strengthening/weakening of the Jamaica dollar by the percentages shown against the 
following currencies at the reporting date would have increased/(decreased) loss for the 
year by the amounts shown below. 

 

  2020  
  Effect on profit  

  2% 6% 
  Strengthening Weakening 

 $ $ 
 

J$    8,000,998 (24,002,995) 
 

The analysis assumes that all other variables, in particular interest rates, are held 
constant.   
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20. Financial risk management (continued) 
 

(c) Market risk (continued): 
 

 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 7% (2019: 10%) increase in the market price at the reporting date would cause a 
decrease/increase in the company’s losses/profits of $114,031,440 (2019: 
$136,314,767).  A 12.5% (2019: 10%) decrease would cause an increase/decrease in 
the company’s losses/profits of $203,627,572 (2019: $136,314,767). 

 
(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 
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 subjected.  
 

(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.  

 
Fair values of quoted equities and equity options are based on the mid or closing prices 
published by the respective Stock Exchanges.  

 
The carrying values reflected in the financial statements for cash and cash equivalents, 
accounts receivables, other liabilities, due to related companies, bank overdraft and margin 
loan payable and short-term borrowing are assumed to approximate fair value due to their 
relatively short-term nature and are classified as level 2 instruments in the fair value 
hierarchy. 

 
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. 
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20. Financial risk management (continued) 
 

(e) Fair values (continued): 
 

Determination of fair value and fair values hierarchy (continued) 
 

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 including equity share options are classified as Level 1 instruments in 
the fair value hierarchy. 

 
(f) Impact of COVID-19: 

 
The World Health Organization declared the novel Coronavirus (COVID-19) outbreak a 
pandemic on March 11, 2020. The pandemic and the measures to control its human impact 
have resulted in disruptions to economic activity, business operations and asset prices 
across the world. The company has investments in shares listed on the Jamaica Stock 
Exchange, the Trinidad and Tobago Stock Exchange and the New York Stock Exchange. 
Investments are also held in companies across a variety of industries.  Management has 
assessed that the company was adversely impacted by the pandemic through the decline in 
share prices on the stock markets and the cessation of dividend payments by some investee 
companies. In response to the pandemic, management has adopted several measures 
specifically around financial risk management. These measures include: 
 
i. Gathering information about the industries within which the company holds 

investments and the impact the pandemic is having on each industry. 
ii. Reorganised the investment portfolio to reduce investment in industries assessed as 

being volatile to the pandemic. 
iii. Diversifying the company’s investment portfolio to invest in listed equities outside of 

Jamaica across thriving industries. 
iv. Continuous monitoring of the performance of investee companies. 

 




