
BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

ANNUAL REPORT

For the financial year ended

November 30, 2016

 SLA\MMA\KEN



BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

Table of contents

Page 

- Directors and general information 2 

- Managing Directors' Report 3 

- Financial Statements

Statement of financial position 6 

Statement of comprehensive income 7 

Statement of changes in equity  7 

Statement of cash flows    9 

Notes to the financial statements 10

- Other information 32

 SLA\MMA\KEN



BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

Directors and general information:

Directors Mr. H. P. C. Mourits

Mr. A. Weglau

Mr. S. E. J. Ruigrok

Collateral manager Barings (U.K.) Limited

61 Aldwych

London WC2B 4AE, United Kingdom

Trustee U.S. Bank Trustees Limited

125 Old Broad Street, fifth floor,

London EC2N 1AR, United Kingdom

Principal paying agent, collateral administrator,

calculating agent, account bank and custodian

Elavon Financial Services Limited

Block E, Cherrywood Business Park

Loughlinstown

Dublin, Ireland

Rating agencies Moody’s Investors Service Inc.

1 Canada Square

London E14 5FA, United Kingdom

Fitch Ratings

30 North Colonnade 

Canary Wharf

London E14 5GN, United Kingdom

Stock Exchange Irish Stock Exchange

28 Anglesea Street

Dublin 2

Ireland

Independent auditors KPMG Accountants N.V.

Laan van Langerhuize 1

1186 DS Amstelveen

The Netherlands

Registered office Herikerbergweg 238

1101 CM Amsterdam

The Netherlands

CoC number 62121871

 SLA\MMA\KEN



Page 3

BABSON EURO CLO 2015-1 B.V.
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Managing Directors' Report

The management herewith submits the financial statements of Babson Euro CLO 2015-1 B.V. (the "Company")

for the year from December 1, 2015 until November 30, 2016. It is strongly recommended that the information

disclosed in the financial statements be read in conjunction with the full text and definitions of the offering

circular and with the collateral manager's monthly investor reports, however these documents do not form part of

the managing directors' report or financial statements.

Transactions

The Company was incorporated on December 19, 2014 and is wholly owned by Stichting Babson Euro CLO

2015-1. The Company has its registered office at Herikerbergweg 238, 1101 CM Amsterdam, the Netherlands. 

The Company is incorporated to seek above average returns while preserving capital by investing its assets in a

diversified portfolio of debt obligations. The portfolio is actively managed by Barings (U.K.) Limited (former

Babson Capital Management (U.K.) Limited) over the life of the transaction. On September 12, 2016, Babson

Capital Management (U.K.) Limited changed its name to Barings (U.K.) Limited following the announcement

earlier in the year that Babson Capital Management, Cornerstone Real Estate Adviser, Wood Creek Capital

Management and Baring Asset Management had merged to create a leading global, multi-asset investment

management firm. Investments should apply to the eligibility criteria and the portfolio guidelines as described in

schedule 1 and 2 of the collateral management agreement.

On September 8, 2015 the Company, a bankruptcy remote special purpose vehicle incorporated under the laws of

the Netherlands, issued various classes of Notes (the "Notes''), all due 2029. The total amount issued is EUR

416,200,000. The proceeds of this issuance (after payment of all applicable fees and expenses) were used to

finance the acquisition of a portfolio of Collateralised Loan Obligations ("CLOs"). All of the Notes of each class

are listed on the Irish Stock Exchange. The Notes (except for the Subordinated Notes) are issued with ratings from

Moody's Investors Service Limited and Fitch Ratings Limited. For the investment objective, strategy and

restrictions, reference is made to the general section of the financial statements.

Limited recourse

The Notes are limited recourse obligations of the Company and are payable solely out of amounts received by or

on behalf of the Company in respect of the collateral. Payments on the Notes, both prior to and following the

enforcement of the security over the collateral are subordinated to the prior payment of certain fees and expenses

of the Company. The net proceeds of the realisation of the security over the collateral following an event of

default may be insufficient to pay all amounts due to the Noteholders. In this event, the Company will not be

obliged to make any further payments and all claims against the Company will be extinguished.

Financial performance indicators

Financial income is determined by the interest rates on the loan portfolio assets, defaults in the portfolio and

results on sales of loan portfolio assets and other portfolio expenses. The result is determined taking into account

the tax opinion agreed with Dutch fiscal authorities.
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Business review and result for year

Market development

Following the positive outlook, the year 2016 saw 40 new CLO transactions coming to the market for a total

issuance volume of over EUR 16 billion. Spreads on CLO tranches remained attractive compared to other asset

classes, resulting in an expanded and more diversified investor base. Triple A spreads came in around 160 basis

points in January and dropped to below 100 basis points at the end of the year, allowing for the possibility of

increased returns at the most subordinated levels.

Credit risk retention remained a focus point in the CLO market during 2016. After the Brexit vote, a majority of

the CLO managers opted for the originator route, whereas during the first half of 2016 a majority still opted for

the sponsor route. Two CLO managers issued CLO’s compliant with both European and US risk retention

regulations.

The outlook for 2017 is positive, with an issue volume expected around the volume of 2016. Default rates may

increase slightly but are expected to remain low. The increase of the issuance of cov-lite loans, which lack

maintenance covenants, may pose a threat to the performance of CLO’s, although the stable economic

environment will allow for continued stable performance of CLO assets.

While the industry was fully acquainted with the credit risk retention of 5%, it seems that the latest proposal to

increase the credit risk retention to 10% for horizontal slices is not restoring the confidence in the rulemakers and

uncertainty around these regulations is one of the key disturbing elements for the industry.

Fair value of the portfolio

The portfolio of assets is measured at fair value. As at November 30, 2016, the aggregate market value of the

portfolio amounts to EUR 407,359,142 (2015: EUR 389,925,158), while the par value is EUR 409,670,225

(2015: EUR 395,846,269).

As of November 30, 2016 the Company did not encounter any defaulted assets (2015: Nil).

Fair value of the Notes

The total fair value of the Notes outstanding as at November 30, 2016 is EUR 406,777,925 (2015: EUR

401,158,268).

International Financial Reporting Standards ("IFRS")

These financial statements have been prepared in accordance with International Financial Reporting Standards

("IFRS"), as issued by the International Accounting Standards Board and endorsed by the European Union and

with Part 9 of Book 2 of the Netherlands Civil Code.

Risks

For the description of the Company's risk management objectives and strategy, refer to the general section of the

notes to the financial statements, paragraph "Financial Risk Management."

The main risks of the Company and the way these risks are managed are set out below. Based on the limited

recourse principal, the risks are ultimately borne by the Noteholders. 

Foreign exchange risk

Investments in non-EUR denominated loan portfolio are restricted as set out in the transaction documentation. The

Company has the option to enter into currency hedge transactions to hedge any currency exposure relating to such

non-Euro obligations.

 SLA\MMA\KEN
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Credit risk

Although the collateral manager, on behalf of the Company, will actively manage the portfolio of loans, there can

be no assurance that the loan portfolio and/or other instruments in which the Company invests will not be subject

to credit difficulties, leading to the loss of some or all the sums invested in such security. The Company may also

be exposed to a credit risk on parties with whom it trades and may also bear the risk of settlement default.

Counterparty risk

Some of the assets or derivatives will expose the Company to risk of counterparty default. Amongst others credit

ratings are used to assess/minimise this risk.

Interest rate risk

The Company has the option to enter into interest rate hedge transactions, which include interest cap and/or swap

transactions in order to hedge its interest rate exposure under the loan portfolio and the Notes.

Result

During the period under review, the Company recorded a profit of EUR 16,112 (2015: EUR 19,600), which is set

out in detail in the attached statement of income and expenses.

Subsequent events

As per February 28, 2017 we have identified no defaults in the portfolio.

As of February 28, 2017 the market value of the portfolio of assets is EUR 411,496,412 compared to a par value

of EUR 410,225,132.

Other than the above, we are not aware of any other subsequent events.

Future developments

As described in more detail in note 1 of the notes to the financial statements, the Company’s investment objective

is to seek above average return by investing in a diversified portfolio of financial assets. The financial risk

management policy includes certain investment restrictions and criteria, as laid out in the transaction documents.

Based on current insight in the markets, the Company does not foresee the need to substantially change its strategy

of investments and financing, or to substantially amend its transaction documents, including the investment

restrictions and criteria.

Amsterdam, March 31, 2017

Mr. H. P. C. Mourits Mr. A. Weglau                                       Mr. S. E. J. Ruigrok

 SLA\MMA\KEN



Page 6

(Expressed in Euro)

BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

STATEMENT OF FINANCIAL POSITION

November 30, 2016

(after appropriation of the result)

ASSETS

Note 11/30/2016 11/30/2015

EUR EUR EUR EUR

NON CURRENT ASSETS:

Financial assets at fair value through profit or

loss:

Portfolio of financial assets  (5)(8) 407,359,142 389,925,158

407,359,142 389,925,158

CURRENT ASSETS:

Other receivables 65,575 198,680

Receivables for securities sold 4,467,769 20,040,250

Interest receivable 2,960,774 2,261,913

Cash and cash equivalents (6) 10,734,587 37,153,419

18,228,705 59,654,262

425,587,847 449,579,420

SHAREHOLDER'S EQUITY AND LIABILITIES

11/30/2016 11/30/2015

SHAREHOLDER'S EQUITY:

Issued share capital 1 1

NON CURRENT LIABILITIES:

Financial liabilities at fair value through

profit and loss             

Notes issued held at fair value (7)(8) 406,777,925 401,158,268

CURRENT LIABILITIES:

Payables for securities purchased 16,835,075 46,018,683

Amounts owed to credit institutions - 14

Value added tax 19,150 -

Corporate income tax 4,028 4,900

Interest payable 1,636,212 1,885,807

Other payables and accrued expenses 315,456 511,747

18,809,921 48,421,151

425,587,847 449,579,420

Amsterdam, March 31, 2017 SLA\MMA\KEN
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BABSON EURO CLO 2015-1 B.V.
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STATEMENT OF COMPREHENSIVE INCOME

for the year ended November 30, 2016

Note

12/01/2015 -

11/30/2016   Note

12/19/2014 -

11/30/2015   

EUR EUR EUR EUR

FINANCIAL INCOME AND

EXPENSES:

Financial income and expenses

loans portfolio (9) 27,231,534 3,427,479

Financial income and expenses

other (10) 4 (1,778,739)

Financial income and expenses on

investments and other 27,231,538 1,648,740

Financial income and expense

Notes (11) (24,808,808) 6,161,525

(24,808,808) 6,161,525

Financial income and expenses 2,422,730 7,810,265

OPERATING INCOME AND

EXPENSES:

Other income 20,140 24,500

Operational costs (9,566) (10,748)

Total other income and expenses 10,574 13,752

Administrative expenses (12) (2,413,164) (7,799,517)

(2,413,164) (7,799,517)

Total operating income and

expenses (2,402,590) (7,785,765)

Result from ordinary activities

before taxation 20,140 24,500

Income tax expense (13) (4,028) (4,900)

Result after taxation 16,112 19,600

 Do you want to start the Cash Flow on a new page?

Amsterdam, March 31, 2017 SLA\MMA\KEN
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STATEMENT OF CHANGES IN EQUITY

for the year ended November 30, 2016

Issued share

capital

Retained

earnings

Result for the

period Total

Balance as at December 1, 2015
- - - -

Issue of common shares
1 - - 1

Allocation of result
- - - -

Result for the year
- - 19,600 19,600

Other comprehensive income
- - - -

Total comprehensive income for the period
1 - 19,600 19,601

Dividend
- (19,600) - (19,600)

Total contributions by and distribution to

owners - (19,600) - (19,600)

Balance as at November 30, 2015
1 (19,600) 19,600 1

Balance as at December 1, 2015
1 (19,600) 19,600 1

Allocation of result
- 19,600 (19,600) -

Result for the year
- - 16,112 16,112

Total comprehensive income for the period
1 - 16,112 16,113

Dividend
- (16,112) - (16,112)

Total contributions by and distribution to

owners - (16,112) - (16,112)

Balance as at November 30, 2016
1 (16,112) 16,112 1

The authorised share capital of the Company consist of 1 ordinary shares with a par value of EUR 1 each (EUR 1).

At November 30, 2016 all shares were issued and fully paid. An interim dividend of EUR 16,112 (EUR 16,112 per

share) was paid on November 04, 2016 to the shareholder (2015: EUR 19,600 (EUR 19,600 per share)).

Appropriation of Result

During the period under review, an interim dividend of EUR 16,112 (2015: 19,600) was distributed out of the

Company's retained earnings. The managing directors propose to allocate the net profit for the year 2015 to the

retained earnings. This proposed appropriation of profit has not been reflected in the Company's statement of

financial position as at November 30, 2016.

The financial statements have been prepared under the assumption that this result appropriation will be adopted by

the Annual General Meeting of the shareholders.

Amsterdam, March 31, 2017 SLA\MMA\KEN
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STATEMENT OF CASH FLOWS

for the year ended November 30, 2016

12/01/2015 -

11/30/2016   

12/19/2014 -

11/30/2015   

EUR EUR EUR EUR

CASH FLOWS FROM OPERATIONAL ACTIVITIES

Interest received 18,764,474 3,353,782

Interest paid (19,438,747) -

Other financial income received 20,140 (1,754,239)

Income tax paid (4,900) -

Administrative expenses paid (2,466,781) (7,497,184)

(3,125,814) (5,897,641)

Total cash used in operating activities (3,125,814) (5,897,641)

CASH FLOWS FROM INVESTMENT ACTIVITIES

Investments in financial fixed assets (199,383,822) (391,452,498)

Disposals of financial fixed assets 176,106,911 25,317,557

Total cash used in investing activities (23,276,911) (366,134,941)

CASH FLOWS FROM FINANCING ACTIVITIES

Movement shareholder's equity - 1

Interim dividend paid (16,112) (19,600)

Issue of Notes - 409,205,600

Total cash (used in) / generated from financing

activities (16,112) 409,186,001

Net cash flow (26,418,837) 37,153,419

Exchange rate differences and translation

differences on funds 5 -

(Decrease) / Increase in cash and cash

equivalents (26,418,832) 37,153,419

The movement of cash and cash equivalents is as follows:

Balance as at 1 December 37,153,419 -

Movement for the year (26,418,832) 37,153,419

Balance as at 30 November 10,734,587 37,153,419

Amsterdam, March 31, 2017 SLA\MMA\KEN
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(Expressed in Euro)

BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

(1)   General

Incorporation

The Company was incorporated on December 19, 2014 and is wholly owned by Stichting Babson Euro CLO

2015-1. 

The Company has its registered office at Herikerbergweg 238, 1101 CM Amsterdam, the Netherlands.

The authorised share capital of the Company consist of 1 share with a par value of EUR 1 each (EUR 1). At

November 30, 2016 all shares were issued and fully paid. 

The Company has no employees. The Notes are listed on the Irish Stock Exchange as of September 8, 2015. The

financial statements are the ultimate responsibility of the Board of Directors.

The information disclosed under the notes to the financial statements is partly derived from and should be read in

conjunction with the full text and definitions of the offering circular dated on September 3, 2015. Any decision to

buy, sell or hold Notes issued by the Company should not be based solely on the information in these financial

statements (including the notes thereto). Investors should also refer to the offering circular which, amongst other,

gives a more thorough and detailed description of the risks involved with investing in the Notes issued by the

Company. The offering circular is available at registered office.

The Notes are listed on the Irish Stock Exchange, and therefore the Company has to apply IFRS 8 Operating

Segments. The most important segment information to be included would be a geographical breakdown, which is

already included in the risk disclosures (refer to financial risk management disclosure on page 18). As revenues

are distributed in line with the geographical distribution of the portfolio, no additional segment reporting

disclosures are included.

Investment objective, strategy and restrictions

Investment objective

Babson Euro CLO 2015-1 B.V. is incorporated to seek above average returns while preserving capital by

investing its assets in a diversified portfolio of debt obligations. The portfolio is actively managed by Barings

(U.K.) Limited over the life of the transaction. Investments should be in line with the eligibility criteria and the

portfolio guidelines as described in schedule 1 and 2 of the portfolio management agreement.

As of November 30, 2016, the Company has outstanding EUR 206,700,000 Class A-1 Senior Secured Floating

Rate Notes, EUR 5,300,000 Class A-2 Senior Secured Fixed Rate Notes, EUR 26,400,000 Class A-3 Senior

Secured Fixed/Floating Rate Notes, EUR 32,600,000 Class B-1 Senior Secured Floating Rate Notes, EUR

10,600,000 Class B-2 Senior Secured Fixed Rate Notes, EUR 22,000,000 Class C Senior Secured Deferrable

Floating Rate Notes, EUR 21,600,000 Class D Senior Secured Deferrable Floating Rate Notes, EUR 31,200,000

Class E Senior Secured Deferrable Floating Rate Notes, EUR 12,400,000 Class F Senior Secured Deferrable

Floating Rate Notes and EUR 47,400,000 Subordinated Notes.

Payments on the Notes, prior to and following the enforcement of the security over the collateral are subordinated

to the prior payment of certain fees and expenses of the Company. The total fair value of the Notes outstanding as

at November 30, 2016 is EUR 406,777,925  (2015: EUR 401,158,268).

Amsterdam, March 31, 2017 SLA\MMA\KEN
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BABSON EURO CLO 2015-1 B.V.
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NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

The net proceeds of the realisation of the security over the collateral following an event of default may be

insufficient to pay all amounts due to the Noteholders. In this event, the Company will not be obliged to make any

further payments and all claims against the Company will be extinguished.

Investment strategy

Investments may only be made in the following jurisdictions: Austria, Belgium, Canada, the Channel Islands,

Denmark, Finland, France, Germany, Iceland, Republic of Ireland, Italy, Liechtenstein, Luxembourg, Netherlands,

Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom or United States and any other country which has

a Moody’s local currency country risk ceiling of, at the time of acquisition of the relevant Eligible Investment, at

least “Baa2” or “P-2” by Moody’s and the foreign currency country issuer rating of which is rated, at the time of

acquisition of the relevant Eligible Investment, at least “BBB-” by Fitch or any other country in respect of which,

at the time of acquisition of the relevant Eligible Investment, Rating Agency Confirmation is received.

Investment restrictions

The financial risk management policy includes the following investment restrictions:

(a) it is a Secured Senior Obligation, a Secured Senior Note, a Corporate Rescue Loan, an Unsecured Senior

Obligation, a Mezzanine Obligation, a Second Lien Loan, a First Lien Last Out Loan or a High Yield Bond;

(b) it is either (i) denominated in Euros and is not convertible into or payable in any other currency or (ii) other

than in the case of a Revolving Obligation or a Delayed Drawdown Collateral Obligation, denominated in United

States dollars, pounds sterling or any other lawful currency of a Non-Emerging Market Country and is not

convertible into or payable in any other currency and the Issuer, with effect from the date of acquisition thereof

and conditional upon the satisfaction of the Hedging Condition, enters into a Currency Hedge Transaction with a

notional amount in the relevant currency equal to the aggregate principal= amount of such Non-Euro Obligation

and otherwise complies with the requirements set out in respect of Non-Euro Obligations in the Collateral

Management and Administration Agreement;

(c) it is not a Defaulted Obligation, a Credit Risk Obligation or Exchanged Security, including any obligation

convertible into an Exchanged Security;

(d) it is not a lease (including, for the avoidance of doubt, a financial lease);

(e) it is not a Structured Finance Security or a Synthetic Security;

(f) it provides for a fixed amount of principal payable in cash on scheduled payment dates and/or at maturity and

does not by its terms provide for earlier amortisation or prepayment in each case at a price of less than par;

(g) it is not a Zero Coupon Security, Step-Up Coupon Security or Step-Down Coupon Security;

(h) it does not constitute “margin stock” (as defined under Regulation U issued by the Board of Governors of the

United States Federal Reserve System);

(i) it is an obligation in respect of which, following acquisition thereof by the Issuer by the selected method of

transfer, payments to the Issuer will not be subject to withholding or deduction for or on account of tax imposed

by any jurisdiction (other than U.S. withholding tax on fees) unless either (i) such withholding tax, on completion

of the necessary procedural formalities, if any, can be sheltered by application being made under the applicable

double tax treaty or any relevant domestic law, or (ii) the Obligor (or, if relevant, Selling Institution) is required to

make “gross-up” payments to the Issuer that cover the full amount of any such withholding or deduction on an

after-tax basis;

(j) other than in the case of Corporate Rescue Loans, it is an obligation which has a Moody’s Rating of “Caa3” or

higher and a Fitch Rating of “CCC” or higher;

(k) it is not a debt obligation whose repayment is subject to substantial non-credit related risk, including

catastrophe bonds or instruments whose repayment is conditional on the nonoccurrence of certain catastrophes or

similar events;

Amsterdam, March 31, 2017 SLA\MMA\KEN
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NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

(l) it will not result in the imposition of any present or future, actual or contingent, monetary liabilities or

obligations of the Issuer other than those: (i) which may arise at its option; (ii) which are fully collateralised; (iii)

which are owed to the agent bank or security agent in relation to the performance of its duties under or in

connection with a Collateral Obligation; (iv) which are associated with tax credits arising in connection with

grossed-up payments made to the Issuer; (v) which may arise as a result of an undertaking to participate in a

financial restructuring of a Collateral Obligation where such undertaking is contingent upon the redemption in full

of such Collateral Obligation on or before the time by which the Issuer is obliged to enter into the Restructured

Obligation and where the Restructured Obligation satisfies the Restructured Obligation Criteria and, for the

avoidance of doubt, the Issuer is not liable to pay any amounts in respect of a Restructured Obligation; or (vi)

which are Delayed Drawdown Collateral Obligations or Revolving Obligations, provided that, in respect of

paragraph (v) only, that the imposition of any present or future, actual or contingent, monetary liabilities or

obligations of the Issuer following such restructuring shall not exceed the redemption amounts from such

restructured Collateral Obligation;

(m) it will not require the Issuer or the pool of collateral to be registered as an investment company under the

Investment Company Act;

(n) it is not a debt obligation that pays scheduled interest less frequently than annually (other than, for the

avoidance of doubt, PIK Securities);

(o) it is not a debt obligation which pays interest only and does not require the repayment of principal;

(p) it is not subject to a tender offer, voluntary redemption, exchange offer, conversion or other similar action for a

price less than its par amount plus all accrued and unpaid interest;

(q) the Collateral Obligation Stated Maturity thereof falls prior to the Maturity Date of the Notes;

(r) its acquisition by the Issuer will not result in the imposition of stamp duty or stamp duty reserve tax payable by

the Issuer, unless such stamp duty or stamp duty reserve tax has been included in the purchase price of such

Collateral Obligation;

(s) upon acquisition, both the Collateral Obligation is capable of being, and will be, the subject of a first fixed

charge, a first priority security interest or comparable security arrangement having substantially the same effect as

a first priority security interest in favour of the Trustee for the benefit of the Secured Parties;

(t) is an obligation of an Obligor or Obligors Domiciled in a Non-Emerging Market Country (as determined by the

Collateral Manager acting on behalf of the Issuer);

(u) it is not a Dutch Ineligible Security;

(v) is not an obligation of a borrower who or which is resident in or incorporated under the laws of the

Netherlands and who or which is not acting in the conduct of a business or profession;

(w) it has not been called for, and is not subject to a pending, redemption;

(x) it is capable of being sold, assigned or participated to the Issuer, together with any associated security, without

any breach of applicable selling restrictions or of any contractual provisions or of any legal or regulatory

requirements and the Issuer does not require any authorisations, consents, approvals or filings (other than such as

have been obtained or effected) as a result of or in connection with any such sale, assignment or participation

under any applicable law;

(y) it is not an obligation whose acquisition by the Issuer will cause the Issuer to be deemed to have participated in

a primary loan origination in the United States;

(z) it is not a Project Finance Loan;

Amsterdam, March 31, 2017 SLA\MMA\KEN
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NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

(2)   Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards

("IFRS"), as issued by the International Accounting Standards Board and endorsed by the European Union and

with Part 9 of Book 2 of the Netherlands Civil Code. The prior year financial statements are the first set of

financial statements and represent an extended book year.

The financial statements were authorised for issue by the Board of Directors on March 31, 2017. The financial

assets and financial liabilities are stated at fair value through profit or loss, other assets and liabilities are stated at

(amortised) cost.

The financial assets and liabilities are managed on a fair value basis.

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effective for the year ended

November 30, 2016, and have not been applied in preparing these financial statements. For the Company, the

most relevant amendment to the standards is: 

IFRS 9 Financial instruments

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and

Measurement. IFRS 9 includes revised guidance on the classification and measurement of financial instruments, a

new expected credit loss model for calculating impairment on financial assets, and new general hedge accounting

requirements. It also carries forward the guidance on recognition and derecognition of financial instruments from

IAS 39.  

IFRS 9 is effective for annual periods beginning on or after January 1, 2018, with early adoption permitted.  The

Company does not plan to early adopt the standard.

Based on the initial assessment, this standard is not expected to have a material impact on the Company. This is

because the financial instruments currently measured at FVTPL will continue to be measured at FVTPL under

IFRS 9.

Foreign currency translation

The functional currency of the Company is EUR reflecting the fact that the majority of the transactions are settled

in EUR and the Notes issued are in EUR. For that reason the Company has adopted the EUR as its presentation

currency.

Assets and liabilities, denominated in foreign currencies are translated into the functional currency at exchange

rates prevailing on November 30, 2016. Any resulting exchange differences are recorded in the statement of

comprehensive income as currency exchange result as part of financial income and expenses other, except for

those arising on financial instruments at fair value through profit or loss, which are recognised as a component of

fair value adjustment of financial instruments at fair value through profit or loss.

Amsterdam, March 31, 2017 SLA\MMA\KEN
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NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

Revenues and expenses in the year under review, which are denominated in foreign currencies, are translated into

the functional currency at exchange rates in effect on the transaction date.

The year end closing exchange rates used for translation purpose are as follows:

  11/30/2016 11/30/2015

USD 1.0635 1.0579

Use of estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and assumptions that

affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.

Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are

recognised in the period in which the estimate is revised and in any future periods affected.

Refer to the “Significant accounting and valuation judgments in applying accounting policies” note on page 15 for

further information.

Notes to the statement of cash flows

The statement of cash flow is prepared in accordance with the direct method. The liquidities in the statements of

cash flow comprise of cash in hand, current balances with banks and deposits held at call with maturities of less

than 3 months. Cash flows in foreign currencies are translated at estimated average rates. Receipts and payments,

in connection with interest and taxation on profits, are taken up under cash flow from operational activities.

Dividends paid are recognised as cash used in financing activities.

Comparison with prior year

The principles of valuation and determination of result remain unchanged compared to the prior year.
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(3)   Summary of significant accounting policies

Financial assets at fair value through profit or loss

Classification

All investments in loans are classified as financial assets designated at fair value through profit or loss upon initial

recognition. Designation of any financial asset or financial liability at fair value through profit or loss is made

upon initial recognition at the Company’s discretion by considering the application of the fair value option if

certain conditions are met. The Company designated all investments at fair value through profit or loss. Because

the payment on the liabilities is directly linked with the financial performance of the assets, both the financial

assets and liabilities (Notes) are reported at fair value. By presenting both the assets as well as the liabilities at fair

value the financial statements provide more relevant information.

Derivative financial instruments with a positive fair value (which may include foreign exchange contracts, interest

rate swaps, cross currency swaps and total return swaps and other derivative financial instruments) are classified

as financial assets at fair value through profit or loss.

Recognition

The Company recognises a financial asset on its statement of financial position when it becomes a party to the

contractual provisions of the asset. Financial assets are initially recognised at fair value using trade date

accounting. Gains and losses are recognised from this date.

Measurement

Financial assets are measured initially at fair value (transaction price). Transaction costs on financial assets at fair

value through profit or loss are expensed immediately.

After initial recognition, financial assets at fair value through profit or loss are measured at fair value, with

changes in their fair value recognised as gains or losses in the statement of comprehensive income.

Derecognition of financial assets

Financial assets are derecognised when the contractual rights to receive cash flows from the financial assets have

expired or when the Company has transferred substantially all risks and rewards of ownership. If the Company

neither transfers nor retains substantially all the risks and rewards of ownership of a financial asset, it derecognises

the financial asset if it no longer has control over the asset. In transfers where control over the asset is retained, the

Company continues to recognise the asset to the extent of its continuing involvement. The extent of continuing

involvement is determined by the extent to which the Company is exposed to changes in the value of the asset.

Upon derecognition, the difference between the disposal proceeds and the carrying amount is recognised in the

statement of comprehensive income as a realised gain or loss.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when

there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net

basis, or realise the assets and settle the liability simultaneously.

Cash and cash equivalents

Cash comprises current accounts and deposits with banks. Cash equivalents are short-term, highly liquid

investments that are readily convertible to known amounts of cash, are subject to an insignificant risk of changes

in value, and are held for the purpose of meeting short-term cash commitments rather than for investment or other

purposes.
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Accounts receivable

Receivables are stated at amortised cost net of provisions for doubtful debts, where necessary. 

Financial liabilities at fair value through profit or loss

Financial liabilities are measured initially at fair value (transaction price). Transaction costs on financial liabilities

at fair value through profit or loss are expensed immediately.

After initial recognition, financial liabilities at fair value through profit or loss are measured at fair value, with

changes in their fair value recognised as gains or losses in the statement of comprehensive income.

As the market for the Notes is not active, the fair value is based on a level 3 valuation derived from the

characteristics of the assets.

Derivatives with negative fair values (which may include foreign exchange contracts, interest rate swaps, cross

currency swaps and total return swaps and other derivative financial instruments) are presented as financial

liabilities at fair value through profit and loss.

Derecognition of financial liabilities

A financial liability (or a part of a financial liability) is derecognised from the statement of financial position only

when it is extinguished (i.e. when the obligation specified in the contract is discharged, cancelled or expired).

Current liabilities

Payables are stated at amortised cost.

Current income tax payable

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively

enacted as of November 30, 2016, and any adjustment to tax payable in respect of previous years.

Other income

Other income represents the amounts invoiced or to be invoiced to third parties in respect of services rendered in

the financial year net of discounts and turnover taxes.

Operational costs

Costs are recognised on the historical cost convention and are allocated to the reporting year to which they relate.

Administrative expenses

Expenses are attributed to the financial year to which they pertain.

Financial income and expenses 

Income and expenses arising on the underlying portfolio of assets and Notes, together with bank interest and/or

swap interest is recognised based on the effective interest rate method. All income and expenditures from the

assets, swaps, Notes issued and other borrowing and/or lending that have the character of interest payments are

recognised as interest income or interest expense respectively.

The fair value changes of the assets, derivatives and the Notes are presented under the financial income and

expense.
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Income tax expense

Taxation is calculated based on the Dutch corporate income tax law on the reported pre-tax result, at the

prevailing tax rates, taking account of any losses carried forward from previous financial years and tax-exempt

items and non-deductible expenses and using tax facilities.

Temporary differences between taxation on the result as shown in the statement of comprehensive income and the

taxation on the fiscal result are added or deducted from the provision for deferred taxation.

Based on the tax opinion, the Company will earn a remuneration of EUR 24,500 for the first year and an annual

amount of at least EUR 20,000 per annum for each subsequent years. This amount might be adjusted for inflation

correction.

Significant accounting estimates and judgment in applying accounting policies

Application of the accounting policies in the preparation of the financial statements requires the Management to

apply judgment involving assumptions and estimates concerning future results or other developments, including

the likelihood, timing or amount of future transactions or events. There can be no assurance that actual results will

not differ materially from those estimates. Accounting policies that are critical to the financial statement

presentation and that require complex estimates or significant judgment are described below.

Valuation of financial assets

For the financial assets fair value estimations are made based on information from independent valuation data

providers, such as Markit and Bloomberg. These estimates are subjective in nature and involve uncertainties and

matters of significant judgment. In case there are no quotes available from data providers, management uses

internal valuation models to determine fair value.

Valuation of financial liabilities

The amounts of the Company’s payment obligations in respect of both principal and interest are dependent upon

the performance of the underlying portfolio of loans and equities. During the transaction period losses as a result

of sales, defaults, lower market values and the payment of fee and expenses may cause a partial reduction or

redemption of the Notes. Such losses are borne by the Noteholders in the inverse order of the Priority of

Payments. Annual reduction in the Notes may vary as a result of the performance of the underlying portfolio of

loans.

The fair value of financial liabilities is derived from the fair value of the financial assets, taking into account the

order of subordination present in the notes. The fair values of the Notes are directly linked to the fair value of the

assets after application of the subordination.

Amsterdam, March 31, 2017 SLA\MMA\KEN



Page 18

(Expressed in Euro)

BABSON EURO CLO 2015-1 B.V.

(Amsterdam)

NOTES TO THE FINANCIAL STATEMENTS

November 30, 2016

(4)   Financial risk management

The Company is exposed to a variety of financial risks: currency risk, credit risk, concentration risk, interest rate

risk and liquidity risk. The Company's overall risk management programme focuses on the unpredictability of

financial markets and seeks to minimise potential adverse effects on the Company's financial performance. In

addition, the Notes are limited recourse obligations of the Company and are payable solely out of amounts

received by or on behalf of the Company in respect of the collateral. Payments on the Notes, both prior to and

following the enforcement of the security over the collateral are subordinated to the prior payment of certain fees

and expenses of the Company. The net proceeds of the realisation of the security over the collateral following an

event of default may be insufficient to pay all amounts due to the Noteholders. In this event, the Company will not

be obliged to make any further payments and all claims against the Company will be extinguished. Therefore, the

overall financial risks are passed on from the Company to the Noteholders. Details are set out below.

Currency risk

The loan portfolio of the Company comprises of assets denominated in Euro. Investments in non-Euro

denominated loan portfolio assets is restricted as set out in the transaction documentation. Currently the Company

has not entered into any hedge transactions, however, the Company has the option to enter into currency hedge

transaction to hedge the currency risk in relation to the loans. The collateral administrator will monitor the

portfolio cross currency hedging transactions.

Any additional foreign exchange risks which are not covered by the hedging transactions as reflected in the

statement of comprehensive income under other financial income and expenses, will be ultimately borne by the

Noteholders.

Therefore, the Company itself has no foreign exchange risk. Sensitivity of equity and result to changes in

exchange rates is Nil since all the results (after hedging) will be passed on to the Noteholders based on the

offering circular.

Credit risk

Although the collateral manager, on behalf of the Company, will actively manage the portfolio of loans based on

eligibility criteria defined in the offering circular, there can be no assurance that the loans and/or other instruments

in which the Company invests will not be subject to credit defaults, leading to the loss of some or all the sums

invested in such security. The Company may also be exposed to credit risk on parties with whom it trades and may

also bear the risk of settlement default. The maximum credit risk amounting to EUR 425,587,847 (2015: EUR

449,579,420) comprises of the carrying fair value amounts of the loan portfolio, interest receivable, receivables

for securities purchased, other receivables and cash and cash equivalents.
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The Company's main credit risk concentration is spread through different industries and managed based on the

eligibility criteria as defined in the offering circular.

The percentages in the table below are based on the par amounts.

Stratification - Moody's Issuer Industry

Industry

% of balance

11/30/2016

% of balance

11/30/2015

Aerospace & Defense 2.6 % 0.9 %

Automotive 1.8 % 2.3 %

Banking, Finance, Insurance & Real Estate 3.7 % 3.5 %

Beverage, Food & Tobacco 5.9 % 6.3 %

Capital Equipment 5.2 % 4.0 %

Chemicals, Plastics & Rubber 13.4 % 12.3 %

Construction & Building 3.1 % 1.4 %

Consumer goods: Durable 0.3 % 3.0 %

Consumer goods: Non-durable 1.7 % 2.4 %

Containers, Packaging & Glass 6.1 % 7.4 %

Environmental Industries 1.6 % 1.7 %

Forest products & Paper 2.1 % 1.8 %

Healthcare & Pharmaceuticals 9.9 % 10.9 %

High Tech Industries 7.1 % 3.5 %

Hotel, Gaming & Leisure 6.9 % 4.1 %

Media: Advertising, Printing & Publishing 1.8 % 4.0 %

Media: Broadcasting & Subscription 5.5 % 7.9 %

Media: Diversified & Production 0.1 % 0.1 %

Metals & Mining 0.3 % 2.4 %

Retail 5.8 % 3.5 %

Services: Business 5.8 % 5.3 %

Telecommunications 6.5 % 8.4 %

Transportation: Cargo 2.0 % 2.1 %

Utilities: Electric 0.8 % 0.8 %

Total 100.0 % 100.0 %
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Stratification - Country of Domicile

Country

% of balance

11/30/2016

% of balance

11/30/2015

Austria 1.0 % 1.0 %

Belgium 0.9 % 3.5 %

Finland 1.4 % 0.7 %

France 10.3 % 7.3 %

Germany 20.3 % 21.9 %

Ireland 2.5 % 3.5 %

Italy 1.1 % 0.8 %

Luxembourg 3.1 % 4.4 %

Netherlands 9.9 % 9.7 %

Norway 0.3 % 0.2 %

Portugal 1.1 % 1.6 %

Spain 2.9 % 3.2 %

Sweden 2.0 % 3.1 %

Switzerland 6.5 % 4.0 %

United Kingdom 10.7 % 9.6 %

United States 26.0 % 25.5 %

Total 100.0 % 100.0 %

The Company invests in a collateralised loan portfolio, some of which have an investment grade as rated by

Moody's and Fitch Ratings. The nature of non-investment grade loans reflect a great possibility that adverse

changes in the financial condition of a obligator or in general economic conditions or both may impair the ability

of the relevant obligator, as the case maybe, to make payments of principal or interest.

Stratification - Moody's Ratings

Ratings

% of balance

11/30/2016

% of balance

11/30/2015

B1 28.4 % 39.6 %

B2 42.8 % 29.3 %

B3 5.8 % 8.3 %

Ba1 3.8 % 3.3 %

Ba2 2.9 % 3.0 %

Ba3 13.2 % 13.6 %

Baa3 - % 1.4 %

Caa1 3.1 % 1.5 %

Total 100.0 % 100.0 %

Overall credit risk of the Company will be passed on to the Noteholders. Since the total collateralised portfolio

consists of floating rate assets there is no substantial sensitivity to market interest rate fluctuations. Therefore the

fair value change of the portfolio assets as well as the Notes is mainly caused by changes in the credit spreads.

The Company's cash and cash equivalents are held mainly with U.S. Bank Trustees Limited which is rated Aa1

(2015: Aa1) based on rating agency Moody's ratings. The collateral manager monitors the financial position of

U.S. Bank Trustees Limited on a regular basis.
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Counterparty risk

Some of the assets or derivatives will expose the Company to risk of counterparty default. To mitigate the

counterparty credit risk of the financial derivatives, the Company has a policy of only entering into contracts with

carefully selected major financial institutions based upon their credit ratings. With regards to swap counterparty

exposure the Company uses International Swaps and Derivatives Association agreements to govern derivative

contracts to mitigate counterparty credit risk.

Interest rate risk

The Notes bear fixed interest and interest at floating rates based on EURIBOR. There is no requirement that the

loan portfolio securing the Notes must bear interest on a particular basis. As a result, there might be an interest

rate mismatch due to mismatch in cash flow between the Notes and the loan portfolio. Such mismatch may be

material and may change from time to time as the composition of the related loan portfolio change and as the

Notes of the Company accrue or are repaid. However, in the case of Babson Euro CLO 2015-1 B.V. all the assets

in the loans portfolio bear interest based on a floating reference rate and/or fixed rate. Therefore, the mismatch

risk is considered to be limited however, based on the limited recourse principal, the risks are ultimately borne by

the Noteholders.

The interest rate spreads of the underlying investments based on notional amounts are set out in the table below:

Stratification - Interest rate spreads

Par amount (%)

11/30/2016

Par amount (%)

11/30/2015

0-2% 0.1 % - %

2-4% 11.2 % 17.0 %

4-6% 73.7 % 72.9 %

6+% 15.0 % 10.1 %

Total 100.0 % 100.0 %

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its payment obligations towards the Noteholders

as they become due. The Company invests in a portfolio of loans, some of which with noninvestment grade may

have greater liquidity risk than which with investment grade. As a result, there may be a mismatch between the

principal repayment of the assets to the Company and the Company's principal payable to the Noteholders.

Because the Company's business activities are constrained by the offering circular it faces the risk of a shortfall of

cash below what it is obligated to pay to the Noteholders. This risk is managed depending on the level of seniority

of the different classes of Notes in the capital structure. This occurs via credit enhancement in the form of

subordination. Based on the limited recourse principal, the risks are ultimately borne by the Noteholders.
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Maturity of assets

The table below shows the contractual maturity of the portfolio of financial assets at fair value (in EUR). Part of

the portfolio consists of assets for which an active market exists. This part of the assets can be liquidated before

contractual maturity date.

As at

November 30, 2016 < 1 year 1 - 3 year 3 - 5 years > 5 years Total

Portfolio of assets - 27,397,280 144,891,776 235,070,086 407,359,142

As at

November 30, 2015 < 1 year 1 - 3 year 3 - 5 years > 5 years Total

Portfolio of assets 2,137,226 26,780,304 77,927,736 283,079,892 389,925,158

Maturity of liabilities

The nominal value of the Notes is EUR 416,200,000 (2015: EUR (416,200,000)). It is expected that the

Subordinated Notes will lead to additional cash outflows. However, based on the contractual conditions of the

Subordinated Notes this is limited to the availability of funds. 

The frequency of the interest on the Notes is between one to three months. As at November 30, 2016, the weighted

average interest rate on the portfolio of assets is 4.84% p.a. (2015: 4.65%). The weighted average interest rate on

the Notes is 3.83% p.a.  (2015: 3.88%).

The statement of comprehensive income and equity is not affected by the sensitivity of the interest rate because all

the interest risks will be borne by the Noteholders.

Contractual maturity of liabilities

Contractual maturity of liabilities based on nominal amounts:

As at

November 30, 2016 < 1 year 1 - 3 year 3 - 5 years > 5 years Total

Notes payable 7,251,655 14,677,133 17,201,034 515,726,002 554,855,824

Other payables 17,173,708 - - - 17,173,708

Total liabilities 24,425,363 14,677,133 17,201,034 515,726,002 572,029,532

As at

November 30, 2015 < 1 year 1 - 3 year 3 - 5 years > 5 years Total

Notes payable 7,324,180 14,890,354 18,397,886 538,464,731 579,077,151

Other payables 46,535,329 - - - 46,535,329

Total liabilities 53,859,509 14,890,354 18,397,886 538,464,731 625,612,480
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(5) Financial assets at fair value through profit or loss

Portfolio of

financial

assets

Balance as at December 1, 2015 389,925,158

Investments 222,449,924

Disposals (212,784,140)

Payment in kind interest 160,688

Change in fair value of loans 7,607,512

Balance as at November 30, 2016 407,359,142

Portfolio of

financial

assets

Balance as at December 1, 2015 -

Investments 437,471,181

Disposals (45,359,514)

Payment in kind interest 169,011

Change in fair value of loans (2,355,520)

Balance as at November 30, 2015 389,925,158

 

The fair value adjustment is caused by changes in the credit spreads and market factors such as interest, currency

and liquidity. Since the total collateralised portfolio consists of floating rate assets there is no substantial

sensitivity to market interest rate fluctuations. Therefore the fair value change of the portfolio assets as well as the

Notes is mainly caused by changes in the credit spreads.

As of November 30, 2016 the Company did not encounter any defaulted assets (2015: Nil).
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(6 ) Cash and cash equivalents(2)

Cash and cash equivalents are comprised as follows:

11/30/16 11/30/15

ABN AMRO Bank N.V. 1 19,047 -

U.S. Bank 1 10,715,540 37,153,419

2 10,734,587 37,153,419

The bank accounts held at U.S. Bank Trustees Limited, are at the Company's disposal, but in line with Company's

activities pledged to the Noteholders.

U.S. Bank Trustees Limited is rated by the independent rating agencies as shown below:

Ratings of U.S. Bank Long term rating

11/30/2016

Long term rating

11/30/2015

Moody's Investor Service Aa1 Aa1

Standard & Poor's AA- AA-
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(7) Notes issued held at fair value(3)

Notes payable are comprised as follows:

11/30/16 11/30/15

Class A-1 Senior Secured Floating Rate Notes 1 206,700,000 206,700,000

Class A-2 Senior Secured Fixed Rate Notes 1 5,300,000 5,300,000

Class A-3 Senior Secured Fixed/Floating Rate Notes 1 26,400,000 26,400,000

Class B-1 Senior Secured Floating Rate Notes 1 32,600,000 32,600,000

Class B-2 Senior Secured Fixed Rate Notes 1 10,600,000 10,600,000

Class C Senior Secured Deferrable Floating Rate Notes 1 22,000,000 22,000,000

Class D Senior Secured Deferrable Floating Rate Notes 1 21,600,000 21,600,000

Class E Senior Secured Deferrable Floating Rate Notes 1 31,200,000 31,200,000

Class F Senior Secured Deferrable Floating Rate Notes 1 12,400,000 12,400,000

Subordinated Notes 1 47,400,000 47,400,000

- 416,200,000 416,200,000

Discount on Class C Notes 1 (143,000) (143,000)

Discount on Class D Notes 1 (432,000) (432,000)

Discount on Class E Notes 1 (2,542,800) (2,542,800)

Discount on Class F Notes 1 (1,506,600) (1,506,600)

Discount on Subordinated Notes 1 (2,370,000) (2,370,000)

Fair value changes * 1 (2,427,675) (8,047,332)

16 406,777,925 401,158,268

* The priority of payments to the Noteholders is based on the so called waterfall. In the scenario that there is not

enough cash available to repay the par value of the Notes, the holders of the most subordinated Notes will be the

first affected. As at November 30, 2016, this is solely attributable to the Subordinated Notes.

On September 8, 2015 the Company, a bankruptcy remote special purpose vehicle incorporated under the laws of

the Netherlands, issued various classes of Notes (the "Notes''), all due 2029. The total amount issued is EUR

416,200,000. The proceeds of this issuance (after payment of all applicable fees and expenses) were used to

finance the acquisition of a portfolio of Collateralised Loan Obligations ("CLOs"). All of the Notes of each class

are listed on the Irish Stock Exchange.

The Notes (except for the Subordinated Notes) are issued with ratings from Moody's Investors Service Limited

and Fitch Ratings Limited. For the investment objective, strategy and restrictions, reference is made to the general

section of the financial statements.

The total amount of Notes outstanding as at November 30, 2016 is EUR 416,200,000 (2015: EUR (416,200,000)).

The Notes are measured at fair value. As the market for the Notes is not active, the fair value is based on a level 3

valuation derived from the characteristics of the assets. The total amount of Notes outstanding at fair value as at

November 30, 2016 is EUR 406,777,925 (2015: EUR 401,158,268).
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The Notes are limited recourse obligations of the Company and are payable solely out of amounts received by or

on behalf of the Company in respect of the collateral. Payments on the Notes, both prior to and following the

enforcement of the security over the collateral are subordinated to the prior payment of certain fees and expenses

of the Company. The net proceeds of the realisation of the security over the collateral following an event of

default may be insufficient to pay all amounts due to the Noteholders. In this event, the Company will not be

obliged to make any further payments and all claims against the Company will be extinguished.

Interest:

Interest on the Notes will be payable

(i) quarterly in arrear on January 25, April 25, July 25 and October 25 prior to the occurrence of a Frequency

Switch Event (as defined in the offering circular); 

(ii) and semi-annually in arrear on (A) January 25 and July 25 (where the Payment Date immediately following the

occurrence of a Frequency Switch Event falls in either January or July) or (B) April 25 and October 25 (where the

Payment Date immediately following the occurrence of a Frequency Switch Event falls in either April or October).

The first payment date was April 25, 2016.

Interest on the Notes is payable as follows:

Notes Moody’s Ratings Spread

Class A-1 Senior Secured Floating Rate Notes Aaa 3 month EURIBOR + 1.35%

Class A-2 Senior Secured Fixed Rate Notes Aaa 1.70%

Class A-3 Senior Secured Fixed/Floating Rate Notes Aaa 1.67%

Class B-1 Senior Secured Floating Rate Notes Aa2 3 month EURIBOR + 2.05%

Class B-2 Senior Secured Fixed Rate Notes Aa2 2.59%

Class C Senior Secured Deferrable Floating Rate Notes A2 3 month EURIBOR + 2.80%

Class D Senior Secured Deferrable Floating Rate Notes Baa2 3 month EURIBOR + 3.55%

Class E Senior Secured Deferrable Floating Rate Notes Ba2 3 month EURIBOR + 4.75%

Class F Senior Secured Deferrable Floating Rate Notes B2 3 month EURIBOR + 6.00%

Subordinated Notes NR Residual

Estimation of fair value of Notes:

The amounts of the Company's estimated fair value of the Notes in respect of both principal and interest are

dependent upon the performance of the underlying portfolio of loans. The performance of this portfolio may have

an effect on the actual payment obligation to the Noteholders. In order to present the actual payment obligation to

the Noteholders, an estimated value diminution of the Notes has been included in the amount payable.

The fair value adjustment to the Notes is initially based on prices obtained from brokers, however, as the credit

risk of the portfolio is borne by the Noteholders, the estimated value diminution has been adjusted on the notes

payable. The amount should be viewed in light of the judgment made on the fair value adjustment of the loans

portfolio and is therefore not definitive.

The priority of payments to the Noteholders is based on the so called waterfall. In the scenario that there is not

enough cash available to repay the par value of the Notes, the holders of the most subordinated Notes will be the

first affected. 

Changes in the estimated fair value of the Notes are directly charged or credited to the statement of comprehensive

income and reflected in line with other financial income and expenses.
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Redemption at the option of the Subordinated Noteholders

The Subordinated Noteholders have the option to request the Company to redeem the Notes of each class in whole

but not in part on any payment date on or after the expiry of the non-call period. Redemption of the Notes

outstanding will be done in the order of the priority of payments.

The non-call period is set to expire on October 25, 2017. As at the date of the directors' report, management has

not received any indications that Subordinated Noteholders are planning to exercise their option within the

foreseeable future. Therefore the financial statements for the period ended November 30, 2016 have been

prepared under the going concern assumption.

Amsterdam, March 31, 2017 SLA\MMA\KEN
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(8)   Fair value of financial assets and liabilities

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have

been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,

either directly (i.e. as prices) or indirectly (i.e. derived from prices)

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs)

November 30, 2016 Level 1 Level 2 Level 3 Total

Financial assets - 400,624,069 6,735,073 407,359,142

Financial liabilities - - (406,777,925) (406,777,925)

November 30, 2015 Level 1 Level 2 Level 3 Total

Financial assets - 383,537,956 6,387,202 389,925,158

Financial liabilities - - (401,158,268) (401,158,268)

Level three valuations are mainly based on model prices generated by the pricing service company. Main drivers

of the pricing service company models are tranches, credit ratings, maturity date, spread, and sector. If there is no

price then the credit committee will determine a price. Restructured assets and untraded assets are measured by

models based on multiples and earnings. 

The following table shows the movement from the opening balances to the closing balances for the fair value

measurement in Level 3 assets of the fair value hierarchy:

Balance as at December 1, 2015 6,387,202

Transfers from level 2 to level 3 -

Transfers from level 3 to level 2 -

Purchased assets 6,735,073

Sold assets (6,387,202)

Fair value adjustments -

Balance as at November 30, 2016 6,735,073

The following table shows the movement from the opening balances to the closing balances for the fair value

measurement in Level 3 liabilities of the fair value hierarchy:

Balance as at December 1, 2015 (401,158,268)

Transfers from level 2 to level 3 -

Transfers from level 3 to level 2 -

Redemptions -

Fair value adjustments (5,619,657)

Balance as at November 30, 2016 (406,777,925)

The Notes are measured at fair value. As the market for the Notes is not active, the fair value is based on a level 3

valuation derived from the characteristics of the assets.

Amsterdam, March 31, 2017 SLA\MMA\KEN
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(9) Financial income and expenses loans portfolio(4)

Financial income and expenses on the loan and equity portfolio are comprised as follows:

12/01/15 12/19/14

11/30/16 11/30/15

Interest income portfolio loans 1 19,624,022 5,782,999

Clean fair value change 1 7,607,512 (2,355,520)

2 27,231,534 3,427,479

(10) Financial income and expenses other(5)

Other financial income and expenses are comprised as follows:

12/01/15 12/19/14

11/30/16 11/30/15

Currency exchange result 1 4 -

Other financial expenses 1 - (1,778,739)

2 4 (1,778,739)

(11) Financial income and expense Notes(6)

Financial expenses on the Notes are comprised as follows:

12/01/15 12/19/14

11/30/16 11/30/15

Interest expense on Notes (19,189,151) (1,885,807)

Clean fair value change - Notes (5,619,657) 8,047,332

(24,808,808) 6,161,525

Amsterdam, March 31, 2017 SLA\MMA\KEN
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(12) Administrative expenses(7)

Administrative expenses are comprised as follows:

12/01/15 12/19/14

11/30/16 11/30/15

Audit fee 1 (28,810) (31,974)

Senior and subordinated collateral management fee 1 (2,054,548) (463,226)

Other expenses 1 (329,806) (7,304,317)

2 (2,413,164) (7,799,517)

The audit fee mentioned solely comprises the fee of the external auditor KPMG Accountants N.V. for the audit of

the financial statements. The external auditor has not charged any fees relating to other assurance related services,

tax, or any other consulting services.

Pursuant to the collateral management agreement, Barings (U.K.) Limited (the collateral manager) is required to

act as the Company's manager in respect of the portfolio; to act in specific circumstances on behalf of and/or in the

name of the Company for the purpose of performing its duties and functions as agreed.

Pursuant to the collateral administration agreement, Elavon Financial Services Limited (the collateral

administrator) is appointed to act as agent of the Company in respect of certain administrative functions regarding

the portfolio of loans, as described in the collateral administration agreement.

Both the collateral manager and the collateral administrator receive remuneration for their services. These

remunerations have been recorded under administrative expenses.

Any additional loan purchased by or on behalf of the Company will be required to satisfy the eligibility criteria.

Each additional loan must also be selected by the collateral manager in a manner that is consistent with the terms

of the collateral management agreement.

The senior and subordinated collateral management fee is calculated based on a percentage of the nominal amount

of the portfolio.

Other expenses comprise of managing directors fee, collateral administrator fees, trustee fees and rating fees.

(13) Income tax expense(8)

12/01/15 12/19/14

11/30/16 11/30/15

Corporate income tax 1 (4,028) (4,900)

The effective tax rate of the corporate income tax of 20% is equal to the prevailing tax rates for 2015 in the

Netherlands (20% over profits up to and including EUR 200,000).

Amsterdam, March 31, 2017 SLA\MMA\KEN
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Other notes

Related party transactions:

All transfers of the Company's loan portfolio that have taken place during the year have been executed by Barings

(U.K.) Limited. The collateral manager receives a senior fee and subordinated fee of 0.15% and 0.35% per annum

respectively of of the collateral principal amount.

The collateral manager is entitled to an incentive collateral management fee on each payment date on which the

incentive collateral management fee IRR Threshold of 12% has been met or surpassed, such incentive collateral

management fee being equal to 20% of any interest proceeds and principal proceeds (after any payment required

to satisfy the incentive collateral management fee IRR Threshold) that would otherwise be available to distribute

to the Subordinated Noteholders in accordance with the priorities of payments (exclusive of VAT) on such

payment date.

The trustee fee for the year under review is EUR 7,500  (2015: EUR Nil).

Average number of employees

During the period under review the Company did not employ any personnel (2015: Nil) and, consequently, no

payments for wages, salaries or social securities were made.

Audit committee

The Company is an entity for securitisation purposes according to Art 1 ministerial decree prudence rules

Financial Supervision Act (Artikel 1, Besluit prudentiele regels Wet op het Financieel Toezicht). The Company

has not appointed an audit committee, since the tasks of an audit committee are performed by the managing

directors.

Remuneration of managing directors

The Company has a managing board consisting of three managing directors. Each managing director serves for a

remuneration of EUR 3,021 (2015: EUR 3,395) p.a. excluding VAT. This remuneration has been recorded under

administrative expenses.

Subsequent events

As per February 28, 2017 we have identified no defaults in the portfolio.

As of February 28, 2017 the market value of the portfolio of assets is EUR 411,496,412 compared to a par value

of EUR 410,225,132.

Other than the above, we are not aware of any other subsequent events.

Amsterdam, March 31, 2017

Mr. H. P. C. Mourits Mr. A. Weglau

Mr. S. E. J. Ruigrok

Amsterdam, March 31, 2017 SLA\MMA\KEN
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November 30, 2016

Independent auditor's report

The independent auditor's report is included on the next page.

Statutory provision regarding appropriation of Result

In accordance with article 14 of the articles of association, profit shall be at the disposal of the annual general

meeting of shareholders. Profit distribution can only be made to the extent that shareholder's equity exceeds the

issued and paid-up share capital and legal reserves.

Amsterdam, March 31, 2017 SLA\MMA\KEN
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Independent auditor’s report 
To: the General Meeting of Shareholders Babson Euro CLO 2015-1 B.V.

 

Report on the accompanying financial statements for the year ended 30 
November 2016 

Our opinion 
In our opinion the financial statements give a true and fair view of the financial position of Babson 
Euro CLO 2015-1 B.V. as at 30 November 2016, and of its result and its cash flows for the year ended 
30 November 2016 in accordance with International Financial Reporting Standards as adopted by the 
European Union (EU-IFRS) and with Part 9 of Book 2 of the Netherlands Civil Code. 

What we have audited 
We have audited the financial statements for the year ended 30 November 2016 of Babson Euro CLO 
2015-1 B.V., based in Amsterdam. The financial statements comprise:  
1 the balance sheet as at 30 November 2016;  
2 the following statements for the year ended 30 November 2016: the statements of 

comprehensive income, changes in equity and cash flows; and  
3 the notes comprising a summary of the significant accounting policies and other explanatory 

information. 

Basis for our opinion 

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. 
Our responsibilities under those standards are further described in the ‘Our responsibilities for the 
audit of the financial statements’ section of our report. 

We are independent of Babson Euro CLO 2015-1 B.V.  in accordance with the Verordening inzake de 
onafhankelijkheid van accountants bij assurance-opdrachten (ViO, Code of Ethics for Professional 
Accountants, a regulation with respect to independence) and other relevant independence regulations 
in the Netherlands. Furthermore, we have complied with the Verordening gedrags- en beroepsregels 
accountants (VGBA, Dutch Code of Ethics). 

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

Audit approach  

Summary 

 

 

 

 

  

Unqualified audit opinion 

Materiality 
■ Overall materiality of EUR 4.256.000 
■ Approximately 1% of total asset 

 
 
 
 

 

Key audit matter 
Valuation of the portfolio asset 
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Materiality 
Based on our professional judgement we determined the materiality for the financial statements as a 
whole at EUR 4.256.000 (Prior year: EUR 4.495.000). The materiality is determined with reference to 
total assets (approximately 1%). We consider total assets as the most appropriate benchmark, as the 
holders of the Notes issued by the company are entitled to the proceeds from the assets of the 
entity. Due to the nature and objective of the Entity total assets have reduced to last year, resulting in 
a different materiality this year. We have also taken into account misstatements and/or possible 
misstatements that in our opinion are material for qualitative reasons for the users of the financial 
statements. 

We agreed with Management that misstatements in excess of EUR 212.000 (Prior year: 
EUR 224.000) which are identified during the audit, would be reported to them, as well as smaller 
misstatements that in our view must be reported on qualitative grounds. 

Our key audit matter 
Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the financial statements. We have communicated the key audit matter to Management. 
The key audit matter is not a comprehensive reflection of all matters discussed.  

This matter was 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 this matter. 

Given the company’s activities are of a long-term, predefined nature, the matters that have the 
greatest effect on our audit are subject to little change year on year. As a result, there have not been 
any significant changes in our key audit matters compared to prior year. 

Estimation uncertainty in relation to the valuation of the portfolio of assets 

Description 
The company uses the market value as the valuation policy for the portfolio of assets. For assets for 
which observable market prices or parameters are not available, the market value is subject to 
estimation uncertainty as significant judgement is applied to estimate market value. Changes in assumptions 
and estimates used to value these assets may have a significant effect on the entity’s ability to fully redeem the 
noteholder. The valuation of this part of the portfolio of assets has therefore been identified as a key audit 
matter. 

Our response 
We challenged the key assumptions used by Management in determining the market value of this 
part of the portfolio of assets, with assistance from our own valuation specialists. Our procedures 
included, amongst others, a comparison of the discount rate and cash flow assumptions against contractual and 
externally derived market data and inspection and analyses of post year-end events indicative for possible credit 
defaults.Furthermore, we considered the adequacy of Managements ‘disclosures in note 3 “Significant 
accounting estimates and judgments in applying accounting policies” to the financial statements in respect of 
the sensitivity of the determined market value to changes in these key assumptions. 

Our observation 
We observed that the market value of this part of the portfolio of assets has been estimated in a 
balanced manner for the purpose of the financial statements and that the disclosures in note 5 meet 
the requirements of IFRS and appropriately describe the inherent degree of subjectivity in the estimates. 

 

Report on the other information included in the annual report 

In addition to the financial statements and our auditor’s report thereon, the annual report contains 
other information that consists of:  
• the Managing Directors’ Report; 
• other information pursuant to Part 9 of Book 2 of the Netherlands Civil Code; 
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Based on the below procedures performed, we conclude that the other information: 
• is consistent with the financial statements and does not contain material misstatements; 
• contains the information as required by Part 9 of Book 2 of the Netherlands Civil Code. 

We have read the other information. Based on our knowledge and understanding obtained through 
our audit of the financial statements or otherwise, we have considered whether the other information 
contains material misstatements. 

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the 
Netherlands Civil Code and the Dutch Standard 720. The scope of the procedures performed is 
substantially less than the scope of those performed in our audit of the financial statements. 

Management is responsible for the preparation of the other information, including the Managing 
Directors’ Report in accordance with Part 9 of Book 2 of the Netherlands Civil Code and other 
Information pursuant to Part 9 of Book 2 of the Netherlands Civil Code. 

Report on other legal and regulatory requirements 

Engagement 
We were engaged in 2015 by Management for the first time as auditor of Babson Euro CLO 2015-1 
B.V. and operated as statutory auditor since then. 

Description of the responsibilities for the financial statements 

Responsibilities of Management for the financial statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with EU-IFRS and Part 9 of Book 2 of the Netherlands Civil Code. Furthermore, 
Management is responsible for such internal control as Management determines is necessary to 
enable the preparation of the financial statements that are free from material misstatement, whether 
due to errors or fraud.   

As part of the preparation of the financial statements, Management is responsible for assessing the 
company’s ability to continue as a going concern. Based on the financial reporting framework 
mentioned, Management should prepare the financial statements 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. Management should disclose events and circumstances that may 
cast significant doubt on the company’s ability to continue as a going concern in the financial 
statements.  

The Management is responsible for overseeing the company’s financial reporting process. 

Our responsibilities for the audit of financial statements 
Our objective is to plan and perform the audit to obtain sufficient and appropriate audit evidence for 
our opinion. Our audit has been performed with a high, but not absolute, level of assurance, which 
means we may not have detected all material errors and fraud during the audit.  

Misstatements can arise from fraud or error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. The materiality affects the nature, timing and extent of our 
audit procedures and the evaluation of the effect of identified misstatements on our opinion. 
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For a further description of our responsibilities in respect of an audit of financial statements we refer 
to the website of the professional body for accountants in the Netherlands 
(NBA)  https://www.nba.nl/Documents/Tools%20Vaktechniek/Standaardpassages/Standaardpassage_
nieuwe_controletekst_oob_variant_%20Engels.docx  

Amstelveen, 4 April 2017 

KPMG Accountants N.V. 

H.P. van der Horst RA 

 

https://www.nba.nl/Documents/Tools%20Vaktechniek/Standaardpassages/Standaardpassage_nieuwe_controletekst_oob_variant_%20Engels.docx
https://www.nba.nl/Documents/Tools%20Vaktechniek/Standaardpassages/Standaardpassage_nieuwe_controletekst_oob_variant_%20Engels.docx
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