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(continued)

3 Financial risk management (continued)

(e) Fair value estimation (continued)

The fair value of derivatives that are not exchange traded is estimated at the amount that the Fund would receive or
pay to terminate the contract at the end of the reporting period taking into account current market conditions
(volatility and appropriate yield curve) and the current creditworthiness of the counterparties. The fair value of a
forward contract is determined as a net present value of estimated future cash flows, discounted at appropriate
market rates as at the valuation date. The fair value of an option contract is determined by applying the Black-
Scholes option valuation model.

Some of the inputs to these models may not be market observable and are therefore estimated based on
assumptions.

The output of a model is always an estimate or approximation of a value that cannot be determined with certainty,
and valuation techniques employed may not fully reflect all factors relevant to the positions the Fund holds.
Valuations are therefore adjusted, where appropriate, to allow for additional factors including liquidity risk and
counterparty risk.

Investments in unlisted unit trusts are recorded at the redemption value per unit as reported by the managers of
such funds.

(f) Fair value hierarchy
(i)  Classification of financial assets and financial liabilities

The Fund classifies fair value measurements using a fair value hierarchy that reflects the subjectivity of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

o Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices) (level 2);

¢ Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level
3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its entirety. For
this purpose, the significance of an input is assessed against the fair value measurement in its entirety. If a fair
value measurement uses observable inputs that require significant adjustment based on unobservable inputs, that
measurement is a level 3 measurement. Assessing the significance of a particular input to the fair value
measurement in its entirety requires judgement, considering factors specific to the asset or liability.

The determination of what constitutes "observable" requires significant judgement by the Responsible Entity. The
Responsible Entity considers observable data to be that market data that is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively involved in
the relevant market.

The table below sets out the Fund's financial assets and liabilities (by class) measured at fair value according to the
fair value hierarchy at 30 June 2011 and 30 June 2010.

As at 30 June 2011 Level 1 Level 2 Level 3 Total
$ $ $ $

Financial assets
Financial assets designated at fair value
through profit or loss:
Unlisted unit trusts 7,593,811 - - 7,593,811
Total 7,593,811 - - 7,593,811
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(continued)

3 Financial risk management (continued)
(f) Fair value hierarchy (continued)

As at 30 June 2010 Level 1 Level 2 Level 3 Total

Financial assets
Financial assets designated at fair value
through profit or loss:
Unlisted unit trusts 9,092,641 - - 9,092,641
Total 9,092,641 - - 9,092,641

Investments, whose values are based on quoted market prices in active markets, and therefore classified within
level 1, include active unlisted unit trusts, active listed equities, exchange traded derivatives, currency contracts,
money market securities, government bonds and listed corporate debt.

Financial instruments that trade in markets that are not considered to be active but are valued based on quoted
market prices, dealer quotations or alternative pricing sources supported by observable inputs are classified within
level 2. These include certain unlisted corporate debt and floating rate notes, warrants, swaps, certain unlisted unit
trusts and certain listed equities. As level 2 investments include positions that are not traded in active markets
and/or are subject to transfer restrictions, valuations may be adjusted to reflect illiquidity and/or non-transferability,
which are generally based on available market information.

Investments classified within level 3 have significant unobservable inputs, as they are infrequently traded. Level 3
instruments include certain unlisted shares, certain corporate debt securities and unlisted unit trusts with
suspended applications and withdrawals. As observable prices are not available for these securities, the
Responsible Entity has used valuation techniques to derive fair value.

(i)  Transfers between levels

There have been no transfers between levels for the year ended 30 June 2011 and 30 June 2010.

4 Interest income

The following table details the interest income earned by the Fund during the year:

Year ended
30 June 30 June
2011 2010
$ $

Interest income from financial assets that are not at fair value through profit or
loss:

Cash and cash equivalents 299 254
Total interest income 299 254
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(continued)

5 Other operating expenses

Year ended
30 June 30 June
2011 2010
$ $
Reimbursable expenses 14,941 20,100
Other 2 4
14,943 20,104

Included in reimbursable expenses are auditor's remuneration for auditing the financial statements of $10,352
(2010: $9,886) and other services of $760 (2010: $760).

6 Net gains/(losses) on financial instruments held at fair value through profit or loss

Net gains/(losses) recognised in relation to financial assets and financial liabilities held at fair value through profit or
loss:

Year ended
30 June 30 June
2011 2010
$ $
Net unrealised gains/(losses) on financial instruments designated as at fair value
through profit or loss 467,971 824,517
Net realised gains/(losses) on financial instruments designated as at fair value
through profit or loss (55.313) (153,976)
Total net gains/(losses) on financial instruments held at fair value through profit or
loss 412,658 670.541

7 Net assets attributable to unitholders

Movements in number of units and net assets attributable to unitholders during the year were as follows:

30 June 30 June 30 June 30 June

2011 2010 2011 2010

No. No. $ $
Net assets attributable to unitholders
Opening balance 11,927,724 13,575,843 9,175,260 9,910,430
Redemptions (2,223,355) (1,757,923) (1,769,887) (1,387,878)
Units issued upon reinvestment of distributions 139,375 109,804 110,543 85,100
Increase/(decrease) in net assets attributable to
unitholders - - 217.962 567.608
Closing balance 9,843,744 11,927,724 7,733,878 9,175,260

As stipulated within the Fund's Constitution, each unit represents a right to an individual share in the Fund and
does not extend to a right to the underlying assets of the Fund. There are no separate classes of units and each
unit has the same rights attaching to it as all other units of the Fund.
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(continued)

7 Net assets attributable to unitholders (continued)

Capital risk management

The Responsible Entity manages the Fund's net assets attributable to unitholders as capital, notwithstanding net
assets attributable to unitholders are classified as a liability. The amount of net assets attributable to unitholders
can change significantly on a daily basis as the Fund is subject to daily applications and redemptions at the
discretion of unitholders.

The Responsible Entity monitors the Fund's individual redemptions greater than $1,000,000 or 5% of the fund size.
Management assesses the impact on remaining unitholders of the realisation of the assets to meet the redemption
before approving these transactions and allowing them to be processed in the registry system and funds remitted to
the redeeming unitholders. As permitted under the governing documents, where the impact on remaining
unitholders is significant, the management may decide to pay a special distribution and/or may delay payment of
the redemption amount.

(a) Unrealised capital gains/(losses)

At the end of the reporting period, the Fund had net unrealised capital gains/(losses) of $68,044 (2010:
($292,981)), which if realised, and greater than realised capital losses, would be assessable.

(b) Realised capital losses

At the end of the reporting period, the Fund had realised capital losses of $13,603,404 (2010: $13,600,660)
available to offset against future assessable capital gains.

8 Distributions to unitholderé

Year ended
30 June 30 June 30 June 30 June
2011 2011 2010 2010
$ CPU $ CPU
Distributions
Distributions paid
- 31 July 21,096 0.180 24,383 0.180
- 31 August 20,836 0.180 24,155 0.180
- 30 September 33,388 0.290 23,957 0.180
- 31 October 33,297 0.290 23,650 0.180
- 30 November 32,553 0.290 23,221 0.180
- 9 December 24,690 0.220 - -
- 31 December 32,016 0.290 22,935 0.180
- 31 January 31,775 0.290 22,704 0.180
- 28 February 31,278 0.290 22,481 0.180
- 31 March 30,681 0.290 22,157 0.180
- 30 April 29,658 0.290 22,132 0.180
- 31 May 29,260 0.290 21,780 0.180
Distribution payable
- 30 June 28,547 0.290 21,470 0.180
379,075 3.480 275,025 2.160
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(continued)

9 Cash and cash equivalents

Cash at bank

10 Financial assets held at fair value through profit or loss

Designated at fair value through profit or loss
Unlisted unit trusts
Total designated at fair value through profit or loss

Total financial assets held at fair value through profit or loss

Comprising:

Unlisted unit trusts
Units in diversified trusts
Total unlisted unit trusts

Total financial assets held at fair value through profit or loss

As at
30 June 30 June
2011 2010
$ $
10,000 526
10,000 526
As at
30 June 30 June
2011 2010
Fair value Fair value
$ $
7,593,811 9.092.641
7,593,811 9,092,641
7,593,811 9.092.641
7,593,811 9.092.641
7,593,811 9.092.641
7,593,811 9.092.641

An overview of the risk exposures relating to financial assets held at fair value through profit or loss is included in

note 3.

11 Derivative financial instruments

In the normal course of business the Fund enters into transactions in various derivative financial instruments which
have certain risks. A derivative is a financial instrument or other contract which is settled at a future date and whose
value changes in response to the change in a specified interest rate, financial instrument price, commodity price,
foreign exchange rate, index of prices or rates, credit rating or credit index or other variable.

Derivative financial instruments require no initial net investment or an initial net investment that is smaller than
would be required for other types of contracts that would be expected to have a similar response to changes in

market factors.

Derivative transactions include many different instruments, such as forwards, futures and options. Derivatives are
considered to be part of the investment process and the use of derivatives is an essential part of the Fund's
portfolio management. Derivatives are not managed in isolation. Consequently, the use of derivatives is

multifaceted and includes:

¢ hedging to protect an asset or liability of the Fund against a fluctuation in market values or to reduce

volatility

e a substitution for trading of physical securities

o adjusting asset exposures within the parameters set in the investment strategy, and/or adjusting the
duration of fixed interest portfolios or the weighted average maturity of cash portfolios.
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(continued)

11 Derivative financial instruments (continued)

While derivatives are used for trading purposes, they are not used to gear (leverage) a portfolio. Gearing a portfolio
would occur if the level of exposure to the markets exceeds the underlying value of the Fund.

As at the end of the reporting period, there were no derivative financial instruments held by the Fund (2010; $Nil).

12 Related party transactions

Responsible Entity

The Responsible Entity of the Fund is BT Funds Management Limited (ABN 63 002 916 458), a wholly owned
subsidiary of BT Australia Pty Limited (ABN 72 000 700 247). The ultimate parent entity is Westpac Banking
Corporation (ABN 33 007 457 141). The registered office of the Responsible Entity and the Fund is Level 20, 275
Kent Street, Sydney, NSW, 2000.

Key management personnel
(a) Directors

Key management personnel includes persons who were directors of BT Funds Management Limited at any time
during the financial year as follows:

J Frechtling (appointed 2 June 2008, resigned 21 February 2011)

J Shuttleworth (appointed 18 June 2008)

G McGrath (appointed 6 February 2009, resigned 28 October 2010)
S Khan (appointed 1 October 2009, resigned 28 October 2010)

D Lees (appointed 7 July 2010)

V Poole (appointed 28 October 2010, resigned 1 March 2011)

L Ralph (appointed 21 February 2011)

D Plumb (appointed 1 March 2011)

R Davies (appointed 1 March 2011)

(b) Other key management personnel

The following persons also had authority and responsibility for planning, directing and controlling the activities of the
Fund, directly or indirectly during the financial year:

Name Position Employer
B Cooper CEO, BT Financial Group Westpac Banking Corporation

There were no other persons with responsibility for planning, directing and controlling the activities of the Fund,
directly or indirectly during the financial year.
Responsible Entity's/manager’s fees and other transactions

For the year ended 30 June 2011, in accordance with the Fund's Constitution, the Responsible Entity received a
total fee of 1.79% (inclusive of GST, net of RITC available to the Fund) per annum (2010: 1.79%).

In addition to the Responsible Entity's fee, the Responsible Entity is entitled to be reimbursed out of the Fund for
costs including expenses in connection with the keeping and preparation of accounting records and the
maintenance of the register.
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12 Related party transactions (continued)

All related party transactions are conducted on normal commercial terms and conditions. The transactions during
the year and amounts payable at year end between the Fund and the Responsible Entity were as follows:

30 June 30 June
2011 2010
$ $
Management fees for the year paid/(received) by the Fund to/(from) the
Responsible Entity 173 127
Fees earned by the Responsible Entity in respect of investments by the Fund in
other schemes managed by the Responsible Entity* 155,581 180,212
Administration expenses incurred by the Responsible Entity which are reimbursed
in accordance with the Fund's Constitution 14,941 20,100
Aggregate amounts payable/(receivable) to/(from) the Responsible Entity at the
end of the reporting period 1,355 1,167

* Where the Fund invests into other schemes managed by the Responsible Entity, the Responsible Entity's fee is
calculated after rebating fees charged in the underlying schemes.

Related party schemes' unitholdings

Parties related to the Fund (including the Responsible Entity, its related parties and other schemes managed by the
Responsible Entity), hold no units in the Fund (2010: Nil).

Key management personnel unitholdings

At 30 June 2011 no key management personnel held units in the Fund (2010: Nil).

Key management personnel compensation

Key management personnel are paid by Westpac Banking Corporation or the Responsible Entity. Payments made
from the Fund to the Responsible Entity do not include any amounts directly attributable to the compensation of key
management personnel.

Key management personnel loan disclosures

The Fund has not made, guaranteed or secured, directly or indirectly, any loans to the key management personnel
or their personally related entities at any time during the reporting period.

Investments

The Fund held investments in the folliowing schemes which are also managed by the Responsible Entity or its
related parties:

2011
Distributions
Fair value of Interest received/ Units acquired Units disposed
investment held receivable during the year during the year
2011 2011 2011 2011 2011
% (%) $) (Units) (Units)
BT Balanced Returns Fund 7,593,811 5.08 199,193 198,283 (1,553,268)
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(continued)

12 Related party transactions (continued)

2010
Distributions
Fair value of Interest received/ Units acquired Units disposed
investment held receivable during the year during the year
2010 2010 2010 2010 2010
(%) (%) $) (Units) (Units)
BT Balanced Returns Fund 9,092,641 5.67 191,833 331,157 (1,327,395)

Distributions received/receivable includes the following amounts which remain unpaid at the end of each reporting
period:

Distributions receivable

As at
30 June 30 June
2011 2010
$ $
BT Balanced Returns Fund 159,859 95,163

The principal activity of the fund is denoted by the name of the fund.

Other transactions within the Fund

Apart from those details disclosed in this note, no key management personnel have entered into a material contract
with the Fund during the financial year and there were no material contracts involving key management personnel's
interests existing at year end.

13 Reconciliation of operating profit/(loss) to net cash inflow/(outflow) from operating
activities

Year ended
30 June 30 June
2011 2010
$ $
(a) Reconciliation of operating profit/(loss) to net cash inflow/(outflow) from
operating activities
Operating profit/(loss) for the year 597,037 842,633
Proceeds from sale of financial instruments held at fair value through profit or loss 2,165,369 1,801,126
Purchase of financial instruments held at fair value through profit or loss (138,599) (174,196)
Net (gains)/losses on financial instruments held at fair value through profit or loss (412,658) (670,541)
Income reinvested (134,497) (264,912)
Net change in accrued income and receivables (64,713) 73,190
Net change in payables 188 {1,531)
Net cash inflow/(outflow) from operating activities 2,012,127 1,605,769
(b) Non-cash financing activities
During the year, the following distribution payments were satisfied by the issue of
units under the distribution reinvestment plan. 110,543 85,100
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14 Events occurring after the reporting period

The Fund invests directly or indirectly in equities/property trusts and is consequently exposed to the market risk
associated with these investments.

Since the end of the reporting period, share markets have experienced a period of significant volatility, impacting on
the valuation of the investment portfolio.

As the investments are measured at their 30 June 2011 fair values in the financial report, this volatility in value is
not reflected in the statement of comprehensive income or the balance sheet. As the Fund allocates all of its
investment income to unitholders, the volatility in value of investments has been reflected in the current unit price,
resulting in a corresponding change in net assets attributable to unitholders.

There were no other significant events which have occurred since the end of the reporting period which would
impact on the financial position of the Fund disclosed in the balance sheet as at 30 June 2011 or on the results and
cash flows of the Fund for the year ended on that date.

15 Contingent assets and liabilities and commitments

There are no outstanding contingent assets, liabilities or commitments as at 30 June 2011 and 30 June 2010.
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Directors' declaration

In the opinion of the directors of the Responsible Entity:

(a) the financial statements and notes set out on pages 6 to 27 are in accordance with the Corporations
Act 2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements;

(i) giving a true and fair view of the Fund's financial position as at 30 June 2011 and of its performance
for the financial year ended on that date,

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when they
become due and payable and

(c) note 2(a) confirms that the financial statements comply with International Financial Reporting Standards
as issued by the International Accounting Standards Board.

This declaration is made in accordance with a resolution of the directors.

LA L

Director

Director

Sydney
6 September 2011
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Independent audit report to the unitholders of BT Balanced Deeming Fund

Report on the financial report

We have audited the accompanying financial report of BT Balanced Deeming Fund, which comprises the balance
sheet as at 30 June 2011, the statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year ended on that date, a summary of significant accounting policies, other explanatory notes
and the directors' declaration for BT Balanced Deeming Fund ("the Fund").

Directors' responsibility for the financial report

The directors of the Responsible Entity are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Act 2001. This responsibility includes establishing and maintaining internal controls reievant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to fraud
or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In note 2(a), the directors also state, in accordance with Accounting Standard
AASB 101 Presentation of Financial Statements, that the financial statements of the Fund comply with International
Financial Reporting Standards.

Auditor's responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant
ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's judgement, including the assessment of the risks
of material misstatement of the financial report, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of the financial report
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 Fund's internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overal! presentation of the financial report.

Our procedures include reading the other information in the annual report to determine whether it contains any
material inconsistencies with the financial report.

Our audit did not involve an analysis of the prudence of the business decisions made by the directors or
management.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.

.......................................................................................................................................................................................

PwC, ABN 52 780 433 757

Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171
DX 77 Sydney, Australia

Telephone +61 2 8266 0000, Facsimile +61 2 8266 3999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Auditor's opinion on the financial report

In our opinion:

(a) the financial report of BT Balanced Deeming Fund is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Fund's financial position as at 30 June 2011 and its performance
for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) the financial statements also comply with International Financia! Reporting Standards as disclosed in
note 2(a).

Deinetal

PricewaterhouseCoopers

Y

Claire Keating Sydney
Partner 6 September 2011
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