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INDEPENDENT AUDITOR’S REPORT 
TO THE MEMBERS OF FLAGSHIP INVESTMENTS LIMITED 

(Page 1 of 4) 
 
 
Report on the Audit of the Financial Report 
 
Opinion 
 
We have audited the financial report of Flagship Investments Limited (the Company), which comprises the statement of 
financial position as at 30 June 2023, the statement of profit or loss and other comprehensive income, statement of 
changes in equity and statement of cash flows for the year then ended, notes comprising a summary of significant 
accounting policies and other explanatory information, and the Directors’ declaration. 
 
In our opinion, the accompanying financial report of Flagship Investments Limited is in accordance with the Corporations 
Act 2001, including: 
 

(a) giving a true and fair view of the Company’s financial position as at 30 June 2023 and of its financial performance 
for the year then ended; and 
 

(b) complying with Australian Accounting Standards and the Corporations Regulations 2001. 
 
 
Basis for Opinion 
 
We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those standards 
are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of our report. We are 
independent of the Company in accordance with the auditor independence requirements of the Corporations Act 2001 
and the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for 
Professional Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also 
fulfilled our other ethical responsibilities in accordance with the Code. 
 
We confirm that the independence declaration required by the Corporations Act 2001, which has been given to the 
Directors of the Company, would be in the same terms if given to the Directors as at the time of this auditor’s report. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the 
financial report for the year ended 30 June 2023. These matters were addressed in the context of our audit of the 
financial report as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these 
matters. 
  

http://www.connectaudit.com.au/
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KEY AUDIT MATTER HOW THE KEY AUDIT MATTER WAS ADDRESSED IN OUR AUDIT 
Financial Assets at Fair Value Through Other Comprehensive Income 
Refer to Notes 2(h) and 11 to the financial statements 
 
As at 30 June 2023 the Company’s statement of financial position includes 
financial assets at fair value through other comprehensive income of 
$71,770,000. 
 
The Company is a long-term investor in equity instruments which are 
classified at fair value through other Comprehensive Income. Initial 
recognition is at fair value (being cost) with the Company electing to present 
in other Comprehensive Income changes in the fair value of the investments. 
 
We focused on this area as a key audit matter due to the amounts involved 
being material. 
 

 
Our procedures included, inter alia: 

• Inspecting externally prepared documentation to verify the valuation 
of the portfolio as at 30 June 2023. 

• Randomly and judgmentally selecting investments and agreeing 
dividends and closing market value to third party evidence. 

• Recalculating the movement in fair value for the year. 
• Review of the appropriateness of the Company’s disclosures in the 

financial report in accordance with AASB 7 and AASB 9. 
 

Tax and Income Tax Expense 
Refer to Note 7 and 13 to the financial statements 
 
The Company recognises the deferred tax liability as a net amount adjusted 
for deferred tax assets. As at 30 June 2023 the net deferred tax liability 
included in the statement of financial position amounted to $1,238,000. 
 
Current tax payable as at 30 June 2023 included in the statement of financial 
position amounted to $879,000. 
 
We focused on this area as a key audit matter due to the amounts involved 
being material. 
 

 
Our procedures included, inter alia: 

• Reviewing the Company’s taxation calculations for accuracy, 
completeness and compliance with AASB 112. 

• Review of the appropriateness of the Company’s disclosures in the 
financial report in accordance with AASB 112. 

 
 
 
 
 

Performance fee 
Refer to Notes 23 and 24 to the financial statements. 
For the year ended 30 June 2023 the Company’s statement of profit or loss 
and other comprehensive income includes the performance fee of 
$1,061,000.  
 
In accordance with a management service agreement the Company pays a 
performance fee to a related party to engage a manager to provide primary 
and secondary management services. 
 
We focused on this area as a key audit matter due to the nature of the 
relationship and the change in the amount from the prior year.  

Our procedures included, inter alia: 
• Reviewing the management service agreement  
• Review of the appropriateness of the Company’s disclosures in the 

financial report in accordance with AASB 124. 
 

Convertible Note – Host Debt Subsequent Valuation 
Refer to Notes 2(h) and 14 to the financial statements. 

  

For the year ended 30 June 2023 the Company’s statement of financial 
position includes the following in relation to convertible notes:- 

• Non-current liabilities: Convertible Note of $18,025,000  
• Equity: option premium on convertible notes of $507,000 

 
On the 1/10/2021 the Company issued 7,407,407 Convertible Notes. These 
compound financial instruments are able to be converted to share capital at 
the option of the noteholder in accordance with the Note Terms.  After initial 
recognition, the liability component of the compound financial instrument is 
measured at amortised cost using the effective interest method. 
We have identified this area as a key audit matter due to the amounts 
involved being material. 

Our procedures included, inter alia:- 
 
• Assessed whether the subsequent valuation of the liability component of 

the compound financial instrument is measured at amortised cost using the 
effective interest method. 

 
• Reviewed the adequacy and appropriateness of the Company’s disclosures 

in the financial report. 
 
• Assessed the reasonableness of the valuation method and model used to 

value the embedded derivatives, the key inputs into the model and the 
resulting valuation amounts recognised by the company. 

 
• Reviewed the appropriateness of the Company’s disclosures in the financial 

report in accordance with AASB 9. 
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Information Other Than the Financial Report and Auditor’s Report Thereon 
 
The Directors are responsible for the other information. The other information comprises the information included in 
the Company’s annual report for the year ended 30 June 2023 but does not include the financial report and our auditor’s 
report thereon. Our opinion on the financial report does not cover the other information and accordingly we do not 
express any form of assurance conclusion thereon. In connection with our audit of the financial report, our responsibility 
is to read the other information and, in doing so, consider whether the other information is materially inconsistent with 
the financial report or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based 
on the work we have performed, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report in this regard. 
 
Matters Relating to the Electronic Presentation of the Audited Financial Report 
 
This auditor’s report relates to the financial report of Flagship Investments Limited for the year ended 30 June 2023, 
intended to be included on the Company's or other websites. The Company's Directors are responsible for the integrity 
of the Company's or other websites. We have not been engaged to report on the integrity of the Company's website. 
The auditor’s report refers only to the statements named above. It does not provide an opinion on any other information 
which may have been hyperlinked to/from these statements. If users of this report are concerned with the inherent risks 
arising from electronic data communications, they are advised to refer to the hard copy of the audited financial report 
to confirm the information included in the audited financial report presented on websites. 

 
Responsibility of the Directors for the Financial Report 
 
The Directors of the Company are responsible for the preparation of the financial report that gives a true and fair view 
in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal control as the 
Directors determine is necessary to enable the preparation of the financial report that gives a true and fair view and is 
free from material misstatement, whether due to fraud or error.  
 
In preparing the financial report, the Directors are 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 the Directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but 
to do so. 
 
Auditor's Responsibilities for the Audit of the Financial Report 
 
Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s 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 Australian 
Auditing Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or 
error and are considered material if, omitting, misstating or obscuring them, could reasonably be expected to influence 
the decisions of primary users taken on the basis of this financial report. 
 
As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgement and 
maintain professional scepticism throughout the audit. We also: 
 

• Identify and assess the risks of material misstatement of the financial report, 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 controls. 
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• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstance, 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 Directors and management. 
 

• Conclude on the appropriateness of Directors and 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 auditor’s report to the 
related disclosure in the financial report 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 auditor’s 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 report, including the disclosures, and 

whether the financial report represents the underlying transaction and events in a manner that achieves fair 
presentation. 
 

We communicate with the Directors 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. 
 
Report on the Remuneration Report 
 
Opinion on the Remuneration Report 
 
We have audited the remuneration report included in pages 11 to 12 of the Directors’ report for the year ended 30 June 
2023.   
 
In our opinion the remuneration report of Flagship Investments Limited for the year ended 30 June 2023 complies with 
s300A of the Corporations Act 2001. 
  
Responsibilities 
 
The Directors of the Company are responsible for the preparation and presentation of the remuneration report in 
accordance with s300A of the Corporations Act 2001. Our responsibility is to express an opinion on the remuneration 
report, based on our audit conducted in accordance with Australian Auditing Standards. 
 
 
CONNECT NATIONAL AUDIT PTY LTD 
Authorised Audit Company No. 521888 

 
 
GEORGE GEORGIOU FCA 
MANAGING DIRECTOR 
 
Dated this 9th day of August, 2023. 




