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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 13G

Under the Securities Exchange Act of 1934

(Amendment No. 4)*

SCM MICROSYSTEMS INC

(Name of Issuer)

Common Stock

(Title of Class of Securities)

784018103

                                (CUSIP Number)                                

December 31, 2007
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(Date of Event Which Requires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to which this Schedule is filed:

x Rule 13d-1(b)

¨ Rule 13d-1(c)

¨ Rule 13d-1(d)

* The remainder of this cover page shall be filled out for a reporting person�s initial filing on this form with respect to the subject class of
securities, and for any subsequent amendment containing information which would alter the disclosures provided in a prior cover page.

The information required in the remainder of this cover page shall not be deemed to be �filed� for the purpose of Section 18 of the Securities
Exchange Act of 1934 (�Act�) or otherwise subject to the liabilities of that section of the Act but shall be subject to all other provisions of the Act
(however, see the Notes).
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CUSIP No. 784018103

  1. Names of Reporting Persons.

I.R.S. Identification Nos. of above persons (entities only).

            Dimensional Fund Advisors LP (Tax ID: 30-0447847)
  2. Check the Appropriate Box if a Member of a Group (See Instructions)

(a)  ¨

(b)  x
  3. SEC Use Only

  4. Citizenship or Place of Organization

            Delaware Limited Partnership

Number of

Shares

Beneficially

Owned by

Each

Reporting

Person

With

  5. Sole Voting Power

            1158525 **see Note 1**
  6. Shared Voting Power

            0
  7. Sole Dispositive Power

            1158525 **see Note 1**
  8. Shared Dispositive Power
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            0
  9. Aggregate Amount Beneficially Owned by Each Reporting Person

            1158525 **see Note 1**
10. Check if the Aggregate Amount in Row (9) Excludes Certain Shares (See Instructions)

            N/A
11. Percent of Class Represented by Amount in Row (9)

            7.36%
12. Type of Reporting Person (See Instructions)

            IA
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Item 1.

(a) Name of Issuer

SCM MICROSYSTEMS INC

(b) Address of Issuer�s Principal Executive Offices

41740 Christy St, Fremont, CA 94538

Item 2.

(a) Name of Person Filing

Dimensional Fund Advisors LP

(b) Address of Principal Business Office or, if none, Residence

1299 Ocean Avenue, Santa Monica, CA 90401

(c) Citizenship

Delaware Limited Partnership

(d) Title of Class of Securities

Common Stock

(e) CUSIP Number

784018103

Item 3. If this statement is filed pursuant to §§240.13d-1(b) or 240.13d-2(b) or (c), check whether the person filing is a:

(a) ¨ Broker or dealer registered under section 15 of the Act (15 U.S.C. 78o).

(b) ¨ Bank as defined in section 3(a)(6) of the Act (15 U.S.C. 78c).

(c) ¨ Insurance company as defined in section 3(a)(19) of the Act (15 U.S.C. 78c).

(d) ¨ Investment company registered under section 8 of the Investment Company Act of 1940 (15 U.S.C 80a-8).

(e) x An investment adviser in accordance with §240.13d-1(b)(1)(ii)(E);

(f) ¨ An employee benefit plan or endowment fund in accordance with §240.13d-1(b)(1)(ii)(F);

(g) ¨ A parent holding company or control person in accordance with § 240.13d-1(b)(1)(ii)(G);

(h) ¨ A savings associations as defined in Section 3(b) of the Federal Deposit Insurance Act (12 U.S.C. 1813);

(i) ¨ A church plan that is excluded from the definition of an investment company under section 3(c)(14) of the Investment
Company Act of 1940 (15 U.S.C. 80a-3);

(j) ¨ Group, in accordance with §240.13d-1(b)(1)(ii)(J).
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Item 4. Ownership.

Provide the following information regarding the aggregate number and percentage of the class of securities of the issuer identified in Item 1.

(a) Amount beneficially owned:

1158525 **see Note 1**

(b) Percent of class:

7.36%
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(c) Number of shares as to which the person has:

(i) Sole power to vote or to direct the vote:

1158525 **see Note 1**

(ii) Shared power to vote or to direct the vote:

0

(iii) Sole power to dispose or to direct the disposition of:

1158525 **see Note 1**

(iv) Shared power to dispose or to direct the disposition of:

0

** Note 1 ** Dimensional Fund Advisors LP (formerly, Dimensional Fund Advisors Inc.) (�Dimensional�), an investment advisor registered
under Section 203 of the Investment Advisors Act of 1940, furnishes investment advice to four investment companies registered under the
Investment Company Act of 1940, and serves as investment manager to certain other commingled group trusts and separate accounts. These
investment companies, trusts and accounts are the �Funds.� In its role as investment advisor or manager, Dimensional possesses investment and/or
voting power over the securities of the Issuer described in this schedule that are owned by the Funds, and may be deemed to be the beneficial
owner of the shares of the Issuer held by the Funds. However, all securities reported in this schedule are owned by the Funds. Dimensional
disclaims beneficial ownership of such securities. In addition, the filing of this Schedule 13G shall not be construed as an admission that the
reporting person or any of its affiliates is the beneficial owner of any securities covered by this Schedule 13G for any other purposes than
Section 13(d) of the Securities Exchange Act of 1934.

Item 5. Ownership of Five Percent or Less of a Class

If this statement is being filed to report the fact that as of the date hereof the reporting person has ceased to be the beneficial owner of more than
five percent of the class of securities, check the following [   ].

Item 6. Ownership of More than Five Percent on Behalf of Another Person.

The Funds described in Note 1 above have the right to receive or the power to direct the receipt of dividends from, or the proceeds
from the sale of, the securities held in their respective accounts. To the knowledge of Dimensional, the interest of any one such Fund
does not exceed 5% of the class of securities. Dimensional disclaims beneficial ownership of all such securities.

Item 7. Identification and Classification of the Subsidiary Which Acquired the Security Being Reported on By the Parent Holding Company
or Control Person.

N/A

Item 8. Identification and Classification of Members of the Group

N/A

Item 9. Notice of Dissolution of Group

N/A

Item 10. Certification
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By signing below I certify that, to the best of my knowledge and belief, the securities referred to above were acquired and are held in
the ordinary course of business and were not acquired and are not held for the purpose of or with the effect of changing or
influencing the control of the issuer of the securities and were not acquired and are not held in connection with or as a participant in
any transaction having that purpose or effect.
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SIGNATURE

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth in this statement is true, complete
and correct.

DIMENSIONAL FUND ADVISORS LP

February 6, 2008

Date

By: Dimensional Holdings Inc., General Partner

/s/ Christopher Crossan

Signature

Global Chief Compliance Officer

Title
nbsp;   

2,184,785

Business Equipment & Services 1.7%

Twelve Beeches Sarl,
Facility C, (Luxembourg),
5.50%, 08/02/2019

£

1,250,000

1,988,136

Cable & Satellite TV 2.4%

Altice Financing S.A.,
Term Loan, (Luxembourg),
5.50%, 07/02/2019

$
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1,488,750

1,496,194

Promotora de Informaciones, S.A.,
Tranche 2, (Spain),
L+2.60%, 12/10/2018(c)

€

1,250,000

1,391,069

2,887,263

Floating Rate Term Loans(b) (continued)

Principal
Amount Value(a)

Chemicals, Plastics & Rubber 1.8%
Colouroz Investment 1, GmbH,
Initial Term Loan C, (Denmark),
L+3.75%, 09/03/2021(c) $ 51,949 $ 50,715
Colouroz Investment 2, LLC,
Initial Term B-2 Loan,
4.75%, 09/03/2021 314,250 306,787
Colouroz Investment 2, LLC,
Initial Term B-2 Loan 2nd Lien,
8.25%, 05/02/2021 937,500 890,625
Flint Group GmbH, Initial Euro
Term Loan 2nd Lien, (Denmark),
8.25%, 05/02/2021 € 348,580 418,400
Vertellus Specialties, Inc.,
Term Loan B,
L+9.50%, 10/31/2019(c) $ 500,000 482,500

2,149,027
Consumer Products 1.5%
True Religion Apparel, Inc.,
Initial Term Loan,
5.88%, 07/30/2019 1,451,250 1,327,894
True Religion Apparel, Inc.,
Initial Term Loan 2nd Lien,

500,000 440,000
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11.00%, 01/30/2020
1,767,894

Diversified & Conglomerate Services 1.2%
Syncreon Global Finance (US),
Inc.,
Term Loan,
5.25%, 10/28/2020 1,488,750 1,481,306
Electronics 1.1%
Smart Technologies ULC,
Term B Loan, (Canada),
10.50%, 01/31/2018 1,387,500 1,352,813
Grocery 2.7%
Albertson's, LLC,
Term Loan B4,
4.50%, 08/25/2021 1,000,000 1,000,180
GOBP Holdings, Inc.,
Initial Term Loan,
5.75%, 10/21/2021 1,285,714 1,282,500
GOBP Holdings, Inc.,
Initial Term Loan,
L+8.25%, 10/14/2022(c) 946,000 936,540

3,219,220
Annual Report 2014

14
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Ares Multi-Strategy Credit Fund, Inc.

Schedule of Investments (continued)

October 31, 2014

Floating Rate Term Loans(b) (continued)

Principal
Amount Value(a)

Healthcare, Education & Childcare 0.3%
STHI Holdings, Inc.,
Initial Term Loan,
4.50%, 08/06/2021 $ 357,143 $ 354,911
Hotels, Motels, Inns & Gaming 1.6%
Scientific Games International,
Inc.,
Initial Term B-2 Loan,
6.00%, 10/01/2021 2,000,000 1,956,660
Leisure, Amusement & Entertainment 0.9%
Delta 2 (Lux) Sarl,
Term Loan 2nd Lien,
(Luxembourg),
7.75%, 08/08/2022 1,113,861 1,108,994
Manufacturing 1.7%
Husky Injection Molding
Systems, Ltd.,
2nd Lien Term Loan, (Canada),
7.25%, 06/30/2022 1,300,000 1,270,750
Husky Injection Molding
Systems, Ltd.,
Initial Term Loan, (Canada),
4.25%, 06/30/2022 767,072 753,971

2,024,721
Oil & Gas 5.1%
Chief Exploration &
Development, LLC,
2nd Lien Term Loan,
7.50%, 05/16/2021 750,000 720,000
Energy & Exploration Partners,
LLC,
Initial Loan,
7.75%, 01/22/2019 2,211,752 2,007,165
Quicksilver Resources, Inc.,
Term Loan 2nd Lien,
7.00%, 06/21/2019 1,500,000 1,347,495
Templar Energy, LLC,
Incremental Term Loans 2nd
Lien,
8.50%, 11/25/2020 2,302,982 2,074,987

Edgar Filing: SCM MICROSYSTEMS INC - Form SC 13G/A

12



6,149,647
Personal Transportation 0.8%
Air Medical Holdings, LLC,
B-1 Term Loan,
5.00%, 06/30/2018 991,695 992,518
Personal, Food & Miscellaneous Services 1.6%
Weight Watchers International,
Inc.,
Initial Tranche B-2 Term Loan,
4.00%, 04/02/2020 2,474,874 1,887,092
Floating Rate Term Loans(b) (continued)

Principal
Amount Value(a)

Pipeline 1.9%
Atlas Energy, L.P., Loan,
6.50%, 07/31/2019 $1,486,241 $ 1,481,603
Crestwood Holdings, LLC,
Tranche B-1 Term Loan,
7.00%, 06/19/2019 730,381 727,642

2,209,245
Printing & Publishing 3.4%
Dex Media East, LLC,
Term Loan (2016),
6.00%, 12/30/2016 1,259,393 1,016,960
Dex Media West, LLC,
Term Loan,
8.00%, 12/30/2016 1,277,393 1,141,351
F&W Media, Inc.,
Initial Term Loan,
7.75%, 06/30/2019 983,042 953,550
Lee Enterprises, Inc.,
Term Loan,
7.25%, 03/31/2019 964,894 966,100

4,077,961
Retail Stores 1.8%
Rite Aid Corporation,
Second Priority Tranche 1 Term
Loans,
5.75%, 08/21/2020 2,170,000 2,180,850
Service & Equipment 0.7%
Ship Luxco 3 Sarl,
Facility B1A-II, (Luxembourg),
6.00%, 11/29/2019 £ 500,000 800,163
Technology 2.6%
Allflex Holdings III, Inc., (U.S.)
Initial Term Loan 2nd Lien,
8.00%, 07/19/2021 $1,500,000 1,477,500
Ship Midco, Ltd.,
Facility C1 (GBP), (Great
Britain),

£1,000,000 1,596,425
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5.75%, 11/29/2019
3,073,925

Telecommunications 1.4%
Eircom Finco Sarl,
Facility B2 Loan, (Luxembourg),
4.59%, 09/30/2019 €1,400,000 1,667,262

Annual Report 2014
15
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Ares Multi-Strategy Credit Fund, Inc.

Schedule of Investments (continued)

October 31, 2014

Floating Rate Term Loans(b) (continued)

Principal
Amount Value(a)

Utilities 2.3%
Alinta Energy Finance Pty, Ltd.,
Delayed Draw Term Loan,
(Australia),
L+5.38%, 08/13/2018(c)(d) $ 174,037 $ 46,202
Alinta Energy Finance Pty, Ltd.,
Term B Loan, (Australia),
L+5.38%, 08/13/2019(c) 2,636,027 2,657,985

2,704,187
Total Floating Rate Term
Loans
(Cost: $55,065,218) 53,074,088
Corporate Bonds 65.8%

Banking, Finance & Insurance 2.9%
Innovia Group Finance PLC,
144A, (Great Britain),
5.08%, 03/31/2020(e) €1,550,000 1,912,636
TransUnion Holding Company,
Inc.,
9.63%, 06/15/2018(f) $1,500,000 1,548,750

3,461,386
Beverage, Food & Tobacco 2.2%
Premier Foods Finance PLC,
144A, (Great Britain),
5.56%, 03/16/2020(e) £1,485,000 2,132,361
Premier Foods Finance PLC,
144A, (Great Britain),
6.50%, 03/15/2021 $ 317,000 455,769

2,588,130
Broadcasting & Entertainment 2.0%
LIN Television Corporation,
8.38%, 04/15/2018 2,312,000 2,407,370
Buildings & Real Estate 2.5%
BMBG Bond Finance S.C.A.,
144A, (Luxembourg),
5.08%, 10/15/2020(e) €1,250,000 1,569,068
Interline Brands, Inc.,
10.00%, 11/15/2018(f) $1,313,000 1,368,802

2,937,870
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Business Equipment & Services 2.5%
TMF Group Holding B.V.,
144A, (Netherlands),
5.54%, 12/01/2018(e) € 875,000 1,090,785
TMF Group Holding B.V.,
144A, (Netherlands),
9.88%, 12/01/2019 1,500,000 1,907,687

2,998,472
Corporate Bonds (continued)

Principal
Amount Value(a)

Cable & Satellite TV 4.7%
AMC Networks, Inc.,
7.75%, 07/15/2021 $1,000,000 $ 1,090,000
Intelsat Jackson Holdings SA,
(Luxembourg),
8.50%, 11/01/2019 1,250,000 1,303,125
Unitymedia KabelBW GmbH,
144A, (Denmark),
9.63%, 12/01/2019 €1,500,000 1,973,081
Ziggo Bond Co. B.V.,
144A, (Netherlands),
8.00%, 05/15/2018 900,000 1,220,491

5,586,697
Chemicals, Plastics & Rubber 1.6%
Huntsman International, LLC,
8.63%, 03/15/2020 $1,000,000 1,072,760
Vertellus Specialties, Inc., 144A,
9.38%, 10/01/2015 817,000 819,043

1,891,803
Consumer Products 2.6%
Elizabeth Arden, Inc.,
7.38%, 03/15/2021 1,750,000 1,588,125
NBTY, Inc.,
9.00%, 10/01/2018 1,500,000 1,558,125

3,146,250
Containers, Packaging & Glass 1.9%
Berry Plastics Corporation,
9.75%, 01/15/2021 1,125,000 1,255,781
Reynolds Group Issuer, Inc.,
9.00%, 04/15/2019 1,000,000 1,045,000

2,300,781
Diversified & Conglomerate Services 2.7%
Affinion Investments, LLC, 144A,
13.50%, 08/15/2018 1,275,000 1,071,000
Syncreon Group B.V.,
144A, (Netherlands),
8.63%, 11/01/2021 750,000 733,125
United Rentals North America,
Inc.,

1,300,000 1,407,250
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8.38%, 09/15/2020
3,211,375

Annual Report 2014
16
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Ares Multi-Strategy Credit Fund, Inc.

Schedule of Investments (continued)

October 31, 2014

Corporate Bonds (continued)

Principal
Amount Value(a)

Electronics 2.9%
NeuStar, Inc.,
4.50%, 01/15/2023 $1,500,000 $ 1,297,500
Syniverse Holdings, Inc.,
9.13%, 01/15/2019 2,129,000 2,235,450

3,532,950
Furnishings, Housewares Durable Consumables 1.1%
Masonite International
Corporation,
144A, (Canada),
8.25%, 04/15/2021 1,250,000 1,337,500
Healthcare, Education & Childcare 2.3%
ConvaTec Finance International
SA,
144A, (Luxembourg),
8.25%, 01/15/2019(f) 1,120,000 1,143,940
Jaguar Holding Company I,
144A,
9.38%, 10/15/2017(f) 1,500,000 1,535,625
Lantheus Medical Imaging, Inc.,
9.75%, 05/15/2017 90,000 84,825

2,764,390
Hotels, Motels, Inns & Gaming 12.2%
Boyd Gaming Corporation,
9.13%, 12/01/2018 500,000 523,750
Gala Electric Casinos, PLC,
144A, (Great Britain),
11.50%, 06/01/2019 £1,250,000 2,078,700
Gala Group Finance, PLC,
144A, (Great Britain),
8.88%, 09/01/2018 495,900 827,040
Marina District Finance
Company, Inc.,
9.88%, 08/15/2018 $2,000,000 2,105,000
Mohegan Tribal Gaming
Authority, 144A,
11.00%, 09/15/2018 2,000,000 1,980,000
Peninsula Gaming, LLC, 144A,
8.38%, 02/15/2018 2,000,000 2,110,000

1,250,000 1,328,125
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Pinnacle Entertainment, Inc.,
8.75%, 05/15/2020
Seneca Gaming Corporation,
144A,
8.25%, 12/01/2018 1,250,000 1,306,250
SNAI S.p.A., 144A, (Italy),
7.63%, 06/15/2018 €1,118,000 1,384,434
SNAI S.p.A., 144A, (Italy),
12.00%, 12/15/2018 750,000 944,279

14,587,578
Corporate Bonds (continued)

Principal
Amount Value(a)

Mining, Steel, Non-Precious Metals 1.0%
Peabody Energy Corporation,
6.50%, 09/15/2020 $1,250,000 $ 1,190,625
Oil & Gas 6.6%
EP Energy, LLC,
9.38%, 05/01/2020 1,250,000 1,365,625
Ferrellgas Partners, L.P.,
8.63%, 06/15/2020 1,687,000 1,754,480
Halcon Resources Corporation,
8.88%, 05/15/2021 1,000,000 820,000
Halcon Resources Corporation,
9.25%, 02/15/2022 1,000,000 812,500
Halcon Resources Corporation,
9.75%, 07/15/2020 217,000 181,059
Laredo Petroleum, Inc.,
9.50%, 02/15/2019 1,500,000 1,582,500
Midstates Petroleum Company,
Inc.,
10.75%, 10/01/2020 1,500,000 1,335,000

7,851,164
Packaging 4.9%
Albea Beauty Holdings S.A.,
144A, (Luxembourg),
8.38%, 11/01/2019 1,634,000 1,740,210
GCL Holdings S.C.A.,
144A, (Luxembourg),
9.38%, 04/15/2018 €1,500,000 1,959,363
Guala Closures S.p.A.,
144A, (Italy),
5.57%, 11/15/2019(e) 150,000 187,455
Packaging Dynamics
Corporation, 144A,
8.75%, 02/01/2016 $2,000,000 2,015,000

5,902,028
Personal Transportation 1.4%
Air Medical Group Holdings, Inc.,
9.25%, 11/01/2018 1,600,000 1,672,000
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Personal, Food & Miscellaneous Services 1.3%
Pantry, Inc.,
8.38%, 08/01/2020 1,442,000 1,514,100
Pipeline 0.7%
Atlas Pipeline Partners, L.P.,
5.88%, 08/01/2023 119,000 123,463
Crestwood Midstream Partners,
L.P.,
7.75%, 04/01/2019 250,000 262,812

Annual Report 2014
17
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Ares Multi-Strategy Credit Fund, Inc.

Schedule of Investments (continued)

October 31, 2014

Corporate Bonds (continued)

Principal
Amount Value(a)

Kinder Morgan, Inc., 144A,
5.63%, 11/15/2023 $ 470,000 $ 517,000

903,275
Retail Stores 0.4%
Hema Bondco I B.V.,
144A, (Netherlands),
6.25%, 06/15/2019 € 445,000 490,856
Service & Equipment 1.6%
First Data Corporation, 144A,
8.75%, 01/15/2022(f) $1,000,000 1,092,500
First Data Corporation, 144A,
8.88%, 08/15/2020 750,000 811,875

1,904,375
Technology 1.8%
Epicor Software Corporation,
8.63%, 05/01/2019 2,000,000 2,127,500
Telecommunications 0.6%
Digicel, Ltd., 144A, (Bermuda),
8.25%, 09/01/2017 750,000 767,813
Utilities 1.4%
NRG Energy, Inc.,
8.25%, 09/01/2020 1,500,000 1,621,875
Total Corporate Bonds
(Cost: $82,701,846) 78,698,163
Collateralized Loan Obligations/
Collateralized Debt Obligations 25.7%

Banking, Finance & Insurance 1.8%
Northwoods Capital X, Ltd.,
144A, (Cayman Islands),
4.84%, 11/04/2025(e) 2,000,000 1,732,274
West CLO 2013-1, Ltd.,
144A, (Cayman Islands),
11/07/2025 500,000 410,345

2,142,619
Structured Finance Obligations 23.9%
AMMC CLO XIII, Ltd.,
144A, (Cayman Islands),
5.03%, 01/26/2026(e) 2,000,000 1,771,774

1,000,000 876,516
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AMMC CLO XIV, Ltd.,
144A, (Cayman Islands),
5.15%, 07/27/2026(e)

Collateralized Loan Obligations/
Collateralized Debt Obligations (continued)

Principal
Amount Value(a)

Apidos CLO XVI,
144A, (Cayman Islands),
4.73%, 01/19/2025(e) $2,000,000 $ 1,727,102
Atlas Senior Loan Fund IV, Ltd.,
144A, (Cayman Islands),
3.68%, 02/17/2026(e) 1,000,000 910,993
Atlas Senior Loan Fund IV, Ltd.,
144A, (Cayman Islands),
4.93%, 02/17/2026(e) 2,000,000 1,711,654
Babson CLO, Inc., 2007-I,
144A, (Cayman Islands),
01/18/2021 1,000,000 728,987
Babson CLO, Ltd., 2013-II,
144A, (Cayman Islands),
4.73%, 01/18/2025(e) 2,000,000 1,762,802
Cent CLO XVIII, Ltd.,
144A, (Cayman Islands),
4.83%, 07/23/2025(e) 3,000,000 2,621,382
Cent CLO XXI, Ltd.,
144A, (Cayman Islands),
3.73%, 07/27/2026(e) 1,000,000 926,057
Flatiron CLO 2013-1, Ltd.,
144A, (Cayman Islands),
5.13%, 01/17/2026(e) 1,750,000 1,565,233
ING IM CLO 2012-1, Ltd.,
144A, (Cayman Islands),
5.43%, 03/14/2022(e) 2,000,000 1,967,326
Jamestown CLO IV, Ltd.,
144A, (Cayman Islands),
5.23%, 07/15/2026(e) 2,000,000 1,736,350
LCM XIII, L.P., 144A,
(Cayman Islands),
01/19/2023 875,000 654,540
Madison Park Funding IV, Ltd.,
(Cayman Islands),
03/22/2021 700,000 1,070,533
Mountain Hawk III CLO, Ltd.,
144A, (Cayman Islands),
5.08%, 04/18/2025(e) 2,000,000 1,763,032
Nautique Funding, Ltd.,
144A, (Cayman Islands),
04/15/2020 1,300,000 759,328

2,000,000 1,820,340
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Octagon Investment Partners XVIII,
Ltd.,
144A, (Cayman Islands),
5.48%, 12/16/2024(e)

OHA Credit Partners VI, Ltd.,
144A, (Cayman Islands),
4.53%, 05/15/2023(e) 750,000 663,824
OZLM Funding V, Ltd.,
144A, (Cayman Islands),
4.98%, 01/17/2026(e) 2,000,000 1,735,396

Annual Report 2014
18
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Ares Multi-Strategy Credit Fund, Inc.

Schedule of Investments (concluded)

October 31, 2014

Collateralized Loan Obligations/
Collateralized Debt Obligations (continued)

Principal
Amount Value(a)

Symphony CLO IV, Ltd.,
(Cayman Islands),
07/18/2021 $ 500,000 $ 425,077
Venture XIII CLO, Ltd.,
144A, (Cayman Islands),
5.53%, 06/10/2025(e) 1,500,000 1,366,500

28,564,746
Total Collateralized Loan
Obligations/
Collateralized Debt Obligations
(Cost: $31,818,876) 30,707,365
Total Investments � 135.9%
(Cost: $169,585,940) $162,479,616
Liabilities in Excess of
Other Assets � (35.9%) (42,936,977)
Net Assets � 100.0% $119,542,639
Footnotes:

(a)  Investment holdings in foreign currencies are converted to U.S. Dollars using period end spot rates. All
investments are in United States enterprises unless otherwise noted.

(b)  Interest rates on floating rate term loans adjust periodically based upon a predetermined schedule.
Stated interest rates in this schedule represents the "all-in" rate at period end.

(c)  This position or a portion of this position represents an unsettled loan purchase. The interest rate will be
determined at the time of settlement and will be based upon the London-Interbank Offered Rate ("LIBOR"
or "L") or the applicable LIBOR floor plus a spread which was determined at the time of purchase.

(d)  Reported net of unfunded commitments, reduced by any upfront payments received if purchased at a
discount, see Note 2.

(e)  Variable rate coupon, rate shown as of October 31, 2014.

(f)  Pay-In-Kind security (PIK), which may pay interest/dividends in additional par/shares.

  As of October 31, 2014, the aggregate cost of securities for federal income tax purposes was $
169,586,031.
Unrealized appreciation and depreciation on investments for federal income tax purposes are as follows:
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Gross unrealized appreciation $ 229,021
Gross unrealized depreciation (7,335,436)
Net unrealized depreciation $(7,106,415)
Abbreviations:

144A  Certain conditions for public sale may exist. Unless otherwise noted, these securities are deemed to
be liquid.

CLO  Collateralized Loan Obligation

Currencies:

€  Euro Currency

£  British Pounds

$  U.S. Dollars
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Statements of Assets and Liabilities

October 31, 2014

Ares Dynamic Credit
Allocation Fund, Inc.

Ares Multi-Strategy
Credit Fund, Inc.

Assets:
Investments, at value (cost
$444,028,910 and $169,585,940,
respectively) $ 430,608,798 $ 162,479,616
Cash 14,830,110 3,900,369
Cash denominated in foreign
currency, at value (cost
$10,647,831 and
$4,868,601, respectively) 10,568,624 4,848,528
Receivable for securities sold 15,970,805 8,621,464
Interest and principal receivable 5,812,002 2,321,966
Deferred debt issuance cost 185,314 148,632
Prepaid expenses 2,426 8,418
Total assets 477,978,079 182,328,993
Liabilities:
Line of credit outstanding 134,005,755 54,414,368
Payable for securities purchased 21,927,430 7,985,391
Payable for investment advisory
fees 386,123 146,000
Payable for interest expense 58,057 36,822
Payable for administration,
custodian and transfer agent fees 47,975 20,743
Payable for investor support fees 38,612 17,425
Payable for commitment fee 5,553 1,373
Accrued expenses and other
payables 140,688 164,232
Total liabilities 156,610,193 62,786,354
Net assets $ 321,367,886 $ 119,542,639
Net assets consist of:
Paid-in capital $ 327,040,118 $ 123,963,326
Accumulated net realized gain on
investments and foreign currency 3,130,267 259,480
Net unrealized
appreciation/(depreciation) on
investments and foreign currency (8,802,499) (4,680,167)
Net assets $ 321,367,886 $ 119,542,639
Common shares:
Shares outstanding (authorized 1
billion shares of each Fund of
$0.001 par value) 17,166,012 5,204,200
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Net asset value per share $ 18.72 $ 22.97
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Statements of Operations

For the year ended October 31, 2014

Ares Dynamic Credit
Allocation Fund, Inc.

Ares Multi-Strategy
Credit Fund, Inc.

Investment income:
Interest $ 30,015,309 $ 11,473,664
Expenses:
Investment advisory fees (Note 6) 4,705,479 1,695,230
Interest expense (Note 5) 1,862,987 600,821
Investor support fees (Note 6) 478,351 203,332
Administration, custodian and
transfer agent fees (Note 6) 378,029 153,253
Insurance expense 268,768 116,536
Legal fees 292,455 255,000
Amortization of debt issuance cost
(Note 5) 186,340 79,912
Audit fees 97,000 103,700
Directors fees 80,000 80,000
Printing expense 63,000 61,500
Commitment fee expense (Note
5) 20,630 17,222
Other expenses 191,291 83,048
Total expenses 8,624,330 3,449,554
Net investment income 21,390,979 8,024,110
Net realized and change in unrealized gain/(loss) on investments and foreign currency
Net realized gain on investments 2,170,503 1,175,594
Net realized loss on foreign
currency (621,574) (972,439)
Net change in unrealized
appreciation/(depreciation) on
investments (18,243,125) (6,923,789)
Net change in unrealized
appreciation/(depreciation) on
foreign currency 7,246,103 2,426,158
Net realized and change in
unrealized loss on investments
and foreign currency (9,448,093) (4,294,476)
Total increase in net assets
resulting from operations $ 11,942,886 $ 3,729,634
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Statements of Changes in Net Assets

For the periods shown

Ares Dynamic Credit Allocation Fund, Inc. Ares Multi-Strategy Credit Fund, Inc.
Year Ended

October 31, 2014
Period Ended

October 31, 2013(a)
Year Ended

October 31, 2014
Period Ended

October 31, 2013(b)

Increase (decrease) in net assets
from operations:
Net
investment
income/(loss) $ 21,390,979 $ 18,680,892 $ 8,024,110 $ (59,134)
Net
realized
gain on
investments
and
foreign
currency 1,548,929 5,541,142 203,155 784
Net
change
in
unrealized
appreciation/
(depreciation)
on
investments
and
foreign
currency (10,997,022) 2,194,523 (4,497,631) (182,536)
Net
increase/(decrease)
from
operations 11,942,886 26,416,557 3,729,634 (240,886)
Distributions to shareholders from:
Net
investment
income (24,101,066) (20,079,948) (7,936,405) �
Increase
(decrease)
in net
assets
from
operations
and
distributions (12,158,180) 6,336,609 (4,206,771) (240,886)
Share transactions:
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Proceeds
from sale
of shares � 326,879,000 � 123,890,000
Value of
distributions
reinvested � 210,457 � �
Net
increase
from
share
transactions � 327,089,457 � 123,890,000
Total
increase
(decrease)
in net
assets (12,158,180) 333,426,066 (4,206,771) 123,649,114
Net
Assets,
beginning
of period 333,526,066 100,000 123,749,410 100,296
Net
Assets,
end of
period $ 321,367,886 $ 333,526,066 $ 119,542,639 $ 123,749,410
Undistributed
net
income/Distributions
in
excess
of net
investment
income/(loss) $ (2,710,087) $ � $ 29,355 $ (58,350)
(a) For the period from November 27, 2012 (commencement of operations) to October 31, 2013.

(b) For the period from October 28, 2013 (commencement of operations) to October 31, 2013.
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Statements of Cash Flows

For the year ended October 31, 2014

Ares Dynamic Credit
Allocation Fund, Inc.

Ares Multi-Strategy
Credit Fund, Inc.

Operating activities:
Net increase in net assets from
operations $ 11,942,886 $ 3,729,634
Adjustments to reconcile net increase in net assets resulting from operations
to net cash (used in)/provided by operating activities:
Purchases of investments (478,301,299) (384,758,012)
Proceeds from the sale of
investments 513,430,688 254,983,237
Amortization and accretion of
discounts and premiums, net 495,908 399,070
Net realized gain on
investments (2,170,503) (1,175,594)
Net realized (gain)/loss on
foreign currency 621,574 972,439
Net change in unrealized
appreciation on investments 18,243,125 6,923,789
Net change in unrealized
depreciation on foreign
currency (7,246,103) (2,426,158)
Changes in operating assets and liabilities:
Receivable for securities sold 9,491,063 (8,506,680)
Interest and principal
receivable (265,513) (1,760,360)
Deferred debt issuance cost 42,386 (148,632)
Prepaid expenses (2,426) (8,418)
Payable for securities
purchased (30,040,779) (31,726,040)
Payable for investment
advisory fees (13,520) 142,596
Payable for interest expense (30,917) 36,822
Payable for commitment fee 717 1,373
Payable for investor support
fees (9,345) 17,017
Payable for administration,
custodian and transfer agent
fees 18,156 20,284
Accrued expenses and other
payables (35,126) 109,369
Offering costs paid for sale of
shares � (260,000)

36,170,972 (163,434,264)
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Net cash (used in)/provided by
operating activities
Financing activities:
Borrowings on line of credit 108,386,288 81,901,388
Paydowns on line of credit (106,577,574) (24,930,482)
Distributions paid � common
shareholders � net (24,101,066) (7,936,405)
Net cash (used in)/provided by
financing activities (22,292,352) 49,034,501
Effect of exchange rate
changes on cash (421,610) (1,101,636)
Net increase/(decrease) in
cash 13,457,010 (115,501,399)
Cash:
Beginning of period 11,941,724 124,250,296
End of period $ 25,398,734 $ 8,748,897
Supplemental disclosure of cash flow information:
Cash paid during the year for
interest $ 1,893,904 $ 563,999
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Ares Dynamic Credit Allocation Fund, Inc.

Financial Highlights

For the periods shown

Year Ended
October 31, 2014

Period Ended
October 31, 2013(a)

Net asset value, beginning of
period $ 19.43 $ 19.10
Income from investment operations:
Net investment income 1.24 1.09
Net realized and change in
unrealized gain (loss) (0.55) 0.45
Total from investment operations 0.69 1.54
Less distributions declared to shareholders:
From net investment income (1.40) (1.17)
Capital share transactions:
Common share offering costs
charged to paid-in capital � (0.04)
Net asset value common shares,
end of period $ 18.72 $ 19.43
Market value common shares, end
of period $ 16.86 $ 18.05
Net asset value total return(b) 3.54% 8.04%
Market value total return(d) 1.02% (4.03)%
Ratios to average net assets/supplemental data:
Net assets, end of period (in 000's) $ 321,368 $ 333,526
Expenses, inclusive of interest
expense and amortization of debt
issuance costs 2.58% 2.18%(c)

Expenses, exclusive of interest
expense and amortization of debt
issuance costs 1.97% 1.74%(c)

Net investment income 6.40% 5.74%(c)

Portfolio turnover rate 96.01% 189.46%(c)

(a)  For the period from November 27, 2012 (commencement of operations) to October 31, 2013.

(b)  Based on net asset value per share. Distributions, if any, are assumed for purposes of this calculation
to be reinvested at prices obtained under the Fund's Dividend Reinvestment Plan. Total return is not
annualized for periods less than one year.

(c)  Not annualized.

(d)  Based on market value per share (beginning market value common shares $20.00). Distributions, if
any, are assumed for purposes of this calculation to be reinvested at prices obtained under the Fund's
Dividend Reinvestment Plan. Total return is not annualized for periods less than one year.
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Ares Multi-Strategy Credit Fund, Inc.

Financial Highlights

For the periods shown

Year Ended
October 31, 2014

Period Ended
October 31, 2013(a)

Net asset value, beginning of
period $ 23.78 $ 23.88
Income from investment operations:
Net investment income (loss) 1.55 (0.01)
Net realized and change in
unrealized loss (0.83) (0.04)
Total from investment operations 0.72 (0.05)
Less distributions declared to shareholders:
From net investment income (1.53) �
Capital share transactions:
Common share offering costs
charged to paid-in capital � (0.05)
Net asset value common shares,
end of period $ 22.97 $ 23.78
Market value common shares, end
of period $ 20.34 $ 24.39
Net asset value total return(b) 2.82% (0.29)%
Market value total return(d) (10.53)% (2.44)%
Ratios to average net assets/supplemental data:
Net assets, end of period (in 000's) $ 119,543 $ 123,749
Expenses, inclusive of interest
expense and amortization of debt
issuance costs 2.77% 0.05%(c)

Expenses, exclusive of interest
expense and amortization of debt
issuance costs 2.23% 0.05%(c)

Net investment income 6.45% (0.05)%(c)

Portfolio turnover rate 150.42% 0.30%(c)

(a)  For the period from October 28, 2013 (commencement of operations) to October 31, 2013.

(b)  Based on net asset value per share. Distributions, if any, are assumed for purposes of this calculation
to be reinvested at prices obtained under the Fund's Dividend Reinvestment Plan. Total return is not
annualized for periods less than one year.

(c)  Not annualized.

(d)  Based on market value per share (beginning market value common shares $25.00). Distributions, if
any, are assumed for purposes of this calculation to be reinvested at prices obtained under the Fund's
Dividend Reinvestment Plan. Total return is not annualized for periods less than one year.
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements

October 31, 2014

(1) Organization

Ares Dynamic Credit Allocation Fund, Inc. ("ARDC") and Ares Multi-Strategy Credit Fund, Inc. ("ARMF")
(individually, a "Fund" or, collectively, the "Funds") are corporations incorporated under the laws of the State of
Maryland and registered with the U.S. Securities and Exchange Commission (the "SEC") under the Investment
Company Act of 1940, as amended (the "Investment Company Act"), as closed-end, non-diversified, management
investment companies, and intend to qualify each year to be treated as Regulated Investment Companies under
Subchapter M of the Internal Revenue Code of 1986, as amended. ARDC and ARMF commenced operations on
November 27, 2012 and October 28, 2013, respectively. Ares Capital Management II LLC (the "Adviser") serves as
the investment adviser to the Funds. The Funds' common shares are listed on the New York Stock Exchange
("NYSE") and trade under the ticker symbols "ARDC" and "ARMF", respectively.

Investment Objective

ARDC's investment objective is to provide an attractive risk-adjusted level of total return, primarily through current
income and, secondarily, through capital appreciation. The Fund seeks to achieve its investment objective by investing
primarily in a broad, dynamically managed portfolio of (i) secured loans ("Senior Loans") made primarily to
companies whose debt is rated below investment grade, (ii) corporate bonds ("Corporate Bonds") that are expected to
be primarily high yield issues rated below investment grade, and (iii) debt securities ("CLO Debt Securities") issued
by entities commonly referred to, and referred to herein, as collateralized loan obligations ("CLOs"). The Adviser will
dynamically allocate the Fund's portfolio among investments in the various targeted credit markets, to seek to manage
interest rate and credit risk and the duration of the Fund's portfolio.

ARMF's investment objective is to provide an attractive risk-adjusted level of total return, primarily through current
income and, secondarily, through capital appreciation. The Fund seeks to achieve its investment objective by investing
primarily in a broad, dynamically managed portfolio of (i) secured loans ("Senior Loans") made primarily to
companies whose debt is rated below investment grade, (ii) corporate bonds ("Corporate Bonds") that are expected to
be primarily high yield issues rated below investment grade, and (iii) securities issued by entities commonly referred
to, and referred to herein, as CLOs including investments in subordinated tranches of CLO securities. The Adviser
will dynamically allocate the Fund's portfolio among investments in the various targeted credit markets, to seek to
manage interest rate and credit risk and the duration of the Fund's portfolio.

(2) Significant Accounting Policies

Accounting Estimates

The funds are investment companies that follow the accounting and reporting guidance of Accounting Standards
Codification Topic 946 applicable to investment companies. The preparation of financial statements in conformity
with U.S. generally accepted accounting principles ("U.S. GAAP") requires the Adviser to make estimates and
assumptions that affect the reported amounts and disclosures in the financial statements. Actual results may differ
from those estimates and such differences may be material.
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Investments Valuation

All investments in securities are recorded at their estimated fair value, as described in Note 3.

Revolving loan, bridge loan and delayed draw term loan agreements

For investment purposes, the Funds have entered into certain loan commitments which may include revolving loan,
bridge loan, partially unfunded term loan and delayed draw term loan agreements ("Unfunded loan commitments").
Unfunded loan commitments purchased at a discount/premium may include cash received/paid for the amounts
representing such discounts/premiums. Unfunded loan commitments are agreements to participate in the lending of up
to a specified maximum amount for a specified period. As of October 31, 2014, the fair value of the loans disclosed in
the Schedule of Investments does not include unfunded commitments, which total $276,994 and $129,285 for ARDC
and ARMF, respectively.

Interest Income

Interest income is recorded on an accrual basis to the extent that such amounts are expected to be collected, and
adjusted for accretion of discounts and amortization of premiums. The Funds may have investments that contain
payment-in-kind ("PIK") provisions. The PIK interest, computed at the contractual rate specified, is added to the
principal balance and adjusted cost of the investments and recorded as interest income.

Discounts and Premiums

Discounts and premiums on securities purchased are accreted/amortized over the life of the respective security using
the effective interest method. The adjusted cost of investments represents the original cost adjusted for PIK interest
and the accretion of discounts and amortization of premiums.
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements (continued)

October 31, 2014

Investment Transactions, Related Investment Income and Expenses

Investment transactions are accounted for on the trade date. Interest income, adjusted for amortization of premiums
and accretion of discounts on investments, is earned from settlement date and is recorded on the accrual basis.
Realized gains and losses are reported on the specific identification method. Expenses are recorded on the accrual
basis as incurred.

Foreign Currency Transactions

Amounts denominated in foreign currencies are translated into U.S. dollars on the following basis: (i) investments and
other assets and liabilities denominated in foreign currencies are translated into U.S. dollars based upon currency
exchange rates effective on the date of valuation; and (ii) purchases and sales of investments and income and expense
items denominated in foreign currencies are translated into U.S. dollars based upon currency exchange rates prevailing
on transaction dates.

The Funds do not isolate that portion of the results of operations resulting from the changes in foreign exchange rates
on investments from fluctuations arising from changes in market prices of securities held. Such fluctuations are
included within the net realized and unrealized gain on investments in the Statements of Operations.

Reported net realized foreign exchange gains or losses arise from sales of foreign currencies, currency gains or losses
realized between the trade and settlement dates of securities transactions, and the difference between the amounts of
income and expense items recorded on the Funds' books and the U.S. dollar equivalent of the amounts actually
received or paid. Net unrealized foreign currency gains and losses arise from the changes in fair values of assets and
liabilities, other than investments in securities at year end, resulting from changes in exchange rates.

Investments in foreign companies and securities of foreign governments may involve special risks and considerations
not typically associated with investing in U.S. companies and securities of the U.S. government. These risks include,
among other things, revaluation of currencies, less reliable information about issuers, different transactions clearance
and settlement practices, and potential future adverse political and economic developments. Moreover, investments in
foreign companies and securities of foreign governments and their markets may be less liquid and their prices more
volatile than those of comparable U.S. companies and the U.S. government.

Offering Expenses

The Adviser or an affiliate of the Adviser agreed to pay all offering costs (other than sales loads) incurred in
connection with the Funds' initial offering in excess of $0.04 and $0.05 per share for ARDC and ARMF, respectively.
Offering costs incurred by the Funds were $686,000 and $260,000 for ARDC and ARMF, respectively, in connection
with the Funds' Initial Public Offering and are reported on the Statements of Changes in Net Assets as an offset to
Proceeds from sale of shares.

Dividends and Distributions
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The Funds intend to make regular monthly cash distributions of all or a portion of their net investment income
available to common shareholders. The Funds intend to pay common shareholders at least annually all or substantially
all of their net investment income after the payment of interest owed with respect to notes or other forms of leverage
utilized by the Funds. The Funds intend to pay any capital gains distributions at least annually.

The distributions for any full or partial year might not be made in equal amounts, and one distribution may be larger
than another. Each Fund will make distributions only if authorized by its Board of Directors and declared by the Fund
out of assets legally available for these distributions. Each Fund may pay a special distribution at the end of each
calendar year. This distribution policy may, under certain circumstances, have certain adverse consequences to each
Fund and its shareholders because it may result in a return of capital to shareholders, which would reduce the Fund's
net asset value and, over time, potentially increase the Fund's expense ratios. If a Fund distributes a return of capital, it
means that the Fund is returning to shareholders a portion of their investment rather than making a distribution that is
funded from the Fund's earned income or other profits. The Board of Directors may elect to change either Fund's
distribution policy at any time.

Organizational Expenses

The Adviser or an affiliate of the Adviser paid all of the Funds' organizational expenses. As a result, organizational
expenses of the Funds are not reflected in the Funds' financial statements.

Commitments

In the normal course of business, the Funds' investment activities involve executions, settlement and financing of
various transactions resulting in receivables from, and payables to, brokers, dealers and the Funds' custodian. These
activities may expose the Funds to risk in the event that such parties are unable to fulfill contractual obligations.
Management does not anticipate any material losses from counterparties with whom it conducts business. Consistent
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements (continued)

October 31, 2014

with standard business practice, the Funds enter into contracts that contain a variety of indemnifications, and are
engaged from time to time in various legal actions. The maximum exposure of the Funds under these arrangements
and activities is unknown. However, the Funds expect the risk of material loss to be remote.

Income Taxes

The Funds intend to distribute all or substantially all of their taxable income and to comply with the other
requirements of Subchapter M of the U.S. Internal Revenue Code of 1986, as amended, applicable to regulated
investment companies. Accordingly, no provision for U.S. federal income taxes is required.

The Funds may elect to incur an excise tax if it is deemed prudent by the Board from a cash management perspective
or in the best interest of shareholders due to other facts and circumstances. For the income earned up to December 31,
2013, a U.S. federal excise tax of $138,871 and $26,970 was paid for ARDC and ARMF, respectively.

As of October 31, 2014, the Funds had no uncertain tax positions that would require financial statement recognition,
de-recognition, or disclosure. The Funds file a U.S. federal income tax return annually after their fiscal year-end,
which is subject to examination by the Internal Revenue Service for a period of three years from the date of filing.

Net investment income and net realized gains and losses may differ for financial statement and tax purposes because
of temporary or permanent book/tax differences. These differences are primarily due to differing treatments for
foreign currency gains and losses, distributions, excise taxes paid, paydown gains and losses, losses due to wash sales,
late year ordinary loss deferrals, and consent fees. To the extent these differences are permanent, reclassifications are
made to the appropriate capital accounts in the fiscal period that the differences arise. On the Statement of Assets and
Liabilities, the following reclassifications were made:

Ares Dynamic Credit Allocation Fund, Inc.

$
Undistributed net investment income 2,710,087
Accumulated net realized gain/(loss) (2,571,216)
Additional paid-in capital/(reduction) (138,871)
Ares Multi-Strategy Credit Fund, Inc.

$
Undistributed net investment income (29,355)
Accumulated net realized gain/(loss) 56,325
Additional paid-in capital/(reduction) (26,970)
The character of distributions made during the fiscal period from net investment income or net realized gains may
differ from its ultimate characterization for federal income tax purposes. In addition, due to the timing of dividend
distributions, the fiscal period in which amounts are distributed may differ from the fiscal period that the income or
realized gains or losses were recorded by the Funds.

The character of distributions paid during the fiscal year ended October 31, 2014 was as follows:
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Ares Dynamic Credit Allocation Fund, Inc.

$
Ordinary income 24,101,066
Capital gain �
Ares Multi-Strategy Credit Fund, Inc.

$
Ordinary income 7,936,405
Capital gain �
As of October 31, 2014, the components of accumulated earnings (deficit) on a tax basis were as follows:

Ares Dynamic Credit Allocation Fund, Inc.

$
Undistributed ordinary income 1,864,587
Undistributed capital gains 1,309,683
Accumulated capital and other losses �
Other undistributed ordinary losses �
Net unrealized depreciation (8,846,502)
Total accumulated earnings (5,672,232)
Ares Multi-Strategy Credit Fund, Inc.

$
Undistributed ordinary income 259,571
Undistributed capital gains �
Accumulated capital and other losses �
Other undistributed ordinary losses �
Net unrealized depreciation (4,680,258)
Total accumulated deficit (4,420,687)
Under the Regulated Investment Company Modernization Act of 2010, the Funds are permitted to carry forward
capital losses incurred in taxable years beginning after December 22, 2010 for an unlimited period.

The funds had no capital loss carryovers as of October 31, 2014.
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements (continued)

October 31, 2014

(3) Investments

Fair Value Measurements

The Funds follow the provisions of Fair Value Measurements and Disclosures under U.S. GAAP, which among other
matters, requires enhanced disclosures about investments that are measured and reported at fair value. This standard
defines fair value and establishes a hierarchal disclosure framework which prioritizes and ranks the level of market
price observability used in measuring investments at fair value and expands disclosures about assets and liabilities
measured at fair value. Fair Value Measurements and Disclosures defines "fair value" as the amount for which an
investment could be sold in an orderly transaction between market participants at the measurement date in the
principal or most advantageous market of the investment. The hierarchal disclosure framework establishes a three-tier
hierarchy to maximize the use of observable data and minimize the use of unobservable inputs. Inputs refer broadly to
the assumptions that market participants would use in pricing the asset or liability, including assumptions about risk,
for example, the risk inherent in a particular valuation technique used to measure fair value (such as a pricing model)
and/or the risk inherent in the inputs to the valuation technique.

Inputs may be observable or unobservable. Observable inputs are inputs that reflect the assumptions market
participants would use in pricing the asset or liability based on market data obtained from sources independent of the
reporting entity. Unobservable inputs are inputs that reflect the reporting entity's own assumptions about the
assumptions market participants would use in pricing the asset or liability based on the best information available in
the circumstances. The three-tier hierarchy of inputs is summarized in the three broad levels listed below.

•  Level 1 � unadjusted quoted prices in active markets for identical investments

•  Level 2 � other significant observable inputs (including quoted prices for similar investments, interest rates,
prepayment speeds, credit risk, etc.)

•  Level 3 � significant unobservable inputs (including a single broker quote or the Fund's own assumptions in
determining the fair value of investments)

The fair value of the Funds' investments are primarily estimated based on quoted market prices, dealer quotations or
alternative pricing sources supported by observable inputs. The Funds' custodian obtains prices from independent
pricing services based on an authorized pricing matrix as approved by each Fund's Board of Directors. The Adviser
has internal controls in place that support its reliance on information

received from third-party pricing sources. For any securities, if market or dealer quotations are not readily available,
or if the Adviser determines that a quotation of a security does not represent a fair value, then the security is valued at
a fair value as determined in good faith by the Adviser and will be classified as Level 3. In such instances, the Adviser
will use valuation techniques consistent with the market or income approach to measure fair value and will give
consideration to all factors which might reasonably affect the fair value.

Bank loans and corporate debts: The fair value of bank loans and corporate debt is estimated based on quoted market
prices, forward foreign exchange rates, dealer quotations or alternative pricing sources supported by observable inputs
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and are generally classified within Level 2 or 3. The Adviser obtains prices from independent pricing services which
generally utilize broker quotes and may use various other pricing techniques which take into account appropriate
factors such as yield, quality, coupon rate, maturity, type of issue, trading characteristics and other data. If the pricing
services are only able to obtain a single broker quote or utilize a pricing model the securities will be classified as
Level 3. If the pricing services are unable to provide prices, the Adviser will attempt to obtain one or more broker
quotes directly from a dealer and price such securities at the last bid price obtained; such securities are classified as
Level 3.

Collateralized loan obligations: The fair value of CLOs is estimated based on various valuation models of third-party
pricing services as well as internal models. The valuation models generally utilize discounted cash flows and take into
consideration prepayment and loss assumptions, based on historical experience and projected performance, economic
factors, the characteristics and condition of the underlying collateral, comparable yields for similar securities and
recent trading activity. These securities are classified as Level 3.

The Adviser is responsible for all inputs and assumptions related to the pricing of securities. The Adviser has internal
controls in place that support its reliance on information received from third-party pricing sources. As part of its
internal controls, the Adviser obtains, reviews and tests information to corroborate prices received from third-party
pricing sources. For any securities, if market or dealer quotations are not readily available, or if the Adviser
determines that a quotation of a security does not represent a fair value, then the security is valued at a fair value as
determined in good faith by the Adviser and will be classified as Level 3. In such instances, the Adviser will use
valuation techniques consistent with the market or income approach to measure fair value and will give consideration
to all factors which might reasonably affect the fair value. The main inputs into the Adviser's valuation model for
these Level 3 securities
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Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements (continued)

October 31, 2014

include earnings multiples (based on the historical earnings of the issuer) and discounted cash flows. The Adviser may
also consider original transaction price, recent transactions in the same or similar instruments and completed
third-party transactions in comparable instruments as well as other liquidity, credit and market risk factors. Models
will be adjusted as deemed necessary by the Adviser.

Ares Dynamic Credit Allocation Fund, Inc.

The following is a summary of the inputs used as of October 31, 2014, in valuing the Fund's investments carried at fair
value:

Level 1 �
Quoted

Prices ($)

Level 2 �
Other

Significant
Observable
Inputs ($)

Level 3 �
Significant

Unobservable
Inputs ($) Total ($)

Floating Rate
Term Loans � 134,701,591 12,939,868 147,641,459
Corporate
Bonds � 207,118,180 � 207,118,180
Collateralized
Loan
Obligations/
Collateralized
Debt
Obligations � � 75,849,159 75,849,159
Total
Investments � 341,819,771 88,789,027 430,608,798
The following is a reconciliation of the Fund's investments in which significant unobservable inputs (Level 3) were
used in determining fair value.

For the year ended October 31, 2014:

Floating
Rate Term
Loans ($)

Corporate
Bonds ($)

Collateralized
Loan

Obligations/
Collateralized

Debt
Obligations

($) Total ($)
Balance as of
10/31/13 24,888,248 5,003,397 77,524,340 107,415,985
Purchases(a) 11,537,188 480,938 16,375,680 28,393,806
Sales(b) (18,608,597) (5,510,930) (18,048,125) (42,167,652)
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Realized
gain/
(loss) and net
change in
unrealized
appreciation/
(depreciation) (140,736) 53,304 (309,542) (396,974)
Accrued
discounts/
(premiums) 46,265 (26,709) 306,806 326,362

Floating
Rate Term
Loans ($)

Corporate
Bonds ($)

Collateralized
Loan

Obligations/
Collateralized

Debt
Obligations

($) Total ($)
Transfers in
to Level 3 � � � �
Transfers out
of Level 3 (4,782,500) � � (4,782,500)
Balance as
of 10/30/14 12,939,868 � 75,849,159 88,789,027
Net change
in unrealized
appreciation/
(depreciation)
from
Investments
held as of
10/31/14 (46,763) � (542,612) (589,375)
Investments were transferred into and out of Level 3 and into and out of Level 2 during the year ended
October 31, 2014 due to changes in the quantity and quality of information obtained to support the fair
value of each investment as assessed by the Adviser.

(a) Purchases include paid-in-kind interest and securities received from restructure.

(b) Sales include principal redemptions.

The valuation techniques used by the Adviser to measure fair value as of October 31, 2014 maximized the use of
observable inputs and minimized the use of unobservable inputs. The valuation techniques and significant amounts of
unobservable inputs used in the valuation of the Fund's Level 3 securities are outlined in the table below.

Fair Value
($)

Valuation
Technique

Unobservable
Inputs Range

Assets
Investments in securities
Floating
Rate
Term
Loans

12,939,868 Broker quotes
and/or 3rd
party pricing
services

N/A N/A
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Collateralized
Loan
Obligation/
Collateralized
Debt
Obligation

75,849,159

Broker quotes
and/or 3rd
party pricing
services

N/A N/A

Total Level
3
Investments 88,789,027
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Notes to Financial Statements (continued)

October 31, 2014

Ares Multi-Strategy Credit Fund, Inc.

The following is a summary of the inputs used as of October 31, 2014, in valuing the Fund's investments carried at fair
value:

Level 1 �
Quoted

Prices ($)

Level 2 �
Other

Significant
Observable
Inputs ($)

Level 3 �
Significant

Unobservable
Inputs ($) Total ($)

Floating Rate
Term Loans � 46,833,379 6,240,709 53,074,088
Corporate
Bonds � 78,698,163 � 78,698,163
Collateralized
Loan
Obligations/
Collateralized
Debt
Obligations � � 30,707,365 30,707,365
Total
Investments � 125,531,542 36,948,074 162,479,616
The following is a reconciliation of the Fund's investments in which significant unobservable inputs (Level 3) were
used in determining fair value.

For the year ended October 31, 2014:

Floating
Rate Term
Loans ($)

Corporate
Bonds ($)

Collateralized
Loan

Obligations/
Collateralized

Debt
Obligations

($) Total ($)
Balance as of
10/31/13 1,243,750 4,031,250 684,793 5,959,793
Purchases(a) 6,412,932 655,500 31,576,327 38,644,759
Sales(b) (138,807) (2,119,246) (591,087) (2,849,140)
Realized gain/
(loss) and net
change in
unrealized
appreciation/

(47,818) (47,915) (1,106,305) (1,202,038)
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(depreciation)
Accrued
discounts/
(premiums) 14,402 (19,589) 143,637 138,450
Transfers in
to Level 3 � � � �
Transfers out
of Level 3 (1,243,750) (2,500,000) � (3,743,750)
Balance as
of 10/30/14 6,240,709 � 30,707,365 36,948,074

Floating
Rate Term
Loans ($)

Corporate
Bonds ($)

Collateralized
Loan

Obligations/
Collateralized

Debt
Obligations

($) Total ($)
Net change
in unrealized
appreciation/
(depreciation)
from
Investments
held as of
10/31/14 (51,106) � (1,106,305) (1,157,411)
Investments were transferred into and out of Level 3 and into and out of Level 2 during the year ended
October 31, 2014 due to changes in the quantity and quality of information obtained to support the fair
value of each investment as assessed by the Adviser.

(a) Purchases include paid-in-kind interest and securities received from restructure.

(b) Sales include principal redemptions.

The valuation techniques used by the Adviser to measure fair value as of October 31, 2014 maximized the use of
observable inputs and minimized the use of unobservable inputs. The valuation techniques and significant amounts of
unobservable inputs used in the valuation of the Fund's Level 3 securities are outlined in the table below.

Fair Value
($)

Valuation
Technique

Unobservable
Inputs Range

Assets
Investments in securities
Floating
Rate
Term
Loans

6,240,709

Broker quotes
and/or 3rd
party pricing
services

N/A N/A

Collateralized
Loan
Obligation/
Collateralized

30,707,365 Broker quotes
and/or 3rd
party pricing
services

N/A N/A
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Debt
Obligation
Total Level
3
Investments 36,948,074
(4) Common Stock

Common share transactions were as follows:

Ares Dynamic Credit Allocation Fund, Inc.

Year Ended October 31, 2014
Shares Amount ($)

Common shares
outstanding �
beginning of year 17,166,012 327,189,457
Common shares
outstanding � end of year 17,166,012 327,189,457
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Notes to Financial Statements (continued)

October 31, 2014

Ares Multi-Strategy Credit Fund, Inc.

Year Ended October 31, 2014
Shares Amount ($)

Common shares
outstanding �
beginning of year 5,204,200 123,990,296
Common shares
outstanding � end of year 5,204,200 123,990,296
(5) Credit Facility

On October 2, 2014, ARDC and ARMF entered into amended credit agreements with State Street Bank and Trust (the
"Lender") in which the Lender agreed to make loans up to $150 million and $62 million, respectively, to the Funds
under revolving credit facilities (the "Credit Facility") secured by certain assets of each Fund. Loans under each Credit
Facility generally bear interest at the applicable LIBOR rate plus 0.85%. Unused portions of each Credit Facility will
accrue a commitment fee equal to an annual rate of 0.10% if 75% of each Credit Facility is utilized or 0.20% if less
than 75% of each Credit Facility is utilized. Upfront fees including related legal expenses incurred by each Fund in
connection with each Credit Facility were deferred and are amortized on an effective yield method over a two-year
period. These amounts are included in the Statements of Operations as Amortization of debt issuance cost. The Funds
entered into these credit agreements to have the ability, if necessary, to purchase investments. The fair value of
ARDC's and ARMF's borrowings under each Credit Facility approximates the carrying amount presented in the
accompanying Statement of Assets and Liabilities based on a yield analysis and remaining maturities for which
ARDC and ARMF have determined would be categorized as Level 2 in the fair value hierarchy.

The weighted average outstanding daily balance of all loans during the year from November 1, 2013 to October 31,
2014 was approximately $136,414,360 and $49,459,764 with average borrowing costs of 1.38% and 1.34% for ARDC
and ARMF, respectively. As of October 31, 2014, the amounts outstanding under this Credit Facility were
$134,005,755 and $54,414,368 for ARDC and ARMF, respectively.

(6) Investment Advisory and Other Agreements

The Adviser is registered as an investment adviser under the Investment Advisers Act of 1940, as amended (the
"Advisers Act"). The Adviser is an affiliate of Ares Management, L.P. ("Ares") and leverages off of Ares' entire
investment platform and benefits from the significant capital markets, trading and research expertise of all of Ares'
investment professionals.

The Adviser provides certain investment advisory and administrative services to the Funds pursuant to separate

investment advisory agreements with the Funds (each an "Investment Advisory Agreement"). Pursuant to its
Investment Advisory Agreement, each Fund has agreed to pay the Adviser a management fee at an annual rate of
1.00% of the average daily value of the Funds' Managed Assets. For ARDC, "Managed Assets" means the total assets
of the Fund (including any assets attributable to any preferred shares that may be issued or to indebtedness) minus the
Fund's liabilities other than liabilities relating to indebtedness. For ARMF, "Managed Assets" means the total assets of
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the Fund (including any assets attributable to any shares of preferred stock that may be issued by the Fund or to
money borrowed, including as a result of notes or other debt securities that may be issued by the Fund) minus the sum
of (i) accrued liabilities of the Fund (other than liabilities for money borrowed and principal on notes and other debt
securities issued by the Fund), (ii) any accrued and unpaid interest on money borrowed and (iii) accumulated
dividends on any outstanding shares of common stock and preferred stock issued by the Fund. The liquidation
preference of any preferred stock issued by ARMF is not considered a liability for this calculation. In addition to each
Fund's advisory services, the Adviser or any of its affiliates provides certain administrative services, including
accounting, legal, compliance, clerical or administrative services, to the Funds at the request of the Funds. For ARDC,
the Adviser has the right to be reimbursed for such costs, provided that no such reimbursement shall be payable by the
Funds in respect of costs of the Adviser or its affiliates incurred prior to November 1, 2014. For ARMF, the Adviser
has contractually agreed until October 31, 2015 to not seek reimbursement from ARMF for costs of the Adviser and
its affiliates for providing certain non-advisory services to ARMF. The contractual agreement may be terminated by
the Adviser at any time upon 30 days' notice to ARMF. The total expenses incurred for the year ended October 31,
2014 were $4,705,479 and $1,695,230 for ARDC and ARMF, respectively.

The Funds have engaged State Street Bank and Trust Company ("State Street") to serve as the Funds' administrator,
custodian and transfer agent. Under the service agreements between State Street and the Funds, State Street provides
certain administrative services necessary for the operation of the Funds. Such services include maintaining certain
Fund books and records, providing accounting and tax services and preparing certain regulatory filings. State Street
also performs custodial, fund accounting and portfolio accounting services, as well as transfer agency and dividend
paying services with respect to the common shares. The Funds pay State Street for these services. The total expenses
incurred for the year ended October 31, 2014 were $378,029 and $153,253 for ARDC and ARMF, respectively.
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The Funds have retained Destra Capital Investments LLC ("Destra") to provide investor support services in
connection with the on-going operation of the Funds. Such services include providing ongoing contact with respect to
the Funds and their performance with financial advisors that are representatives of broker-dealers and other financial
intermediaries, communicating with the NYSE specialist for the Funds' common shares, and with the closed-end Fund
analyst community regarding the Funds on a regular basis, and developing and maintaining a website for the Funds.
The Funds pay Destra 0.12% of Managed Assets for the first year of operation and 0.10% thereafter. The terms of this
agreement shall be in effect for an initial period of two years and shall thereafter continue for successive one year
periods. The total expenses incurred for the year ended October 31, 2014 was $478,351 and $203,332 for ARDC and
ARMF, respectively.

(7) Investment Transactions

For the year ended October 31, 2014, the cost of purchases and proceeds from sales of securities, excluding short
obligations, were as follows:

Cost of Investments
Purchased

$

Proceeds from
Investments Sold

$
Ares Dynamic Credit
Allocation Fund, Inc. 440,522,817 490,433,335
Ares Multi-Strategy
Credit Fund, Inc. 366,772,520 241,022,945
(8) Subsequent Events

The Adviser has evaluated the impact of all subsequent events on the Funds through the date the financial statements
were issued and has determined that there were the following subsequent events:

Ares Dynamic Credit Allocation Fund, Inc.

The following common share distributions were declared on October 13, 2014:

Ex-Date: November 18, 2014
Record Date: November 20, 2014
Payable Date: November 28, 2014
Per Share Amount: $0.117

Ex-Date: December 16, 2014
Record Date: December 18, 2014
Payable Date: December 31, 2014
Per Share Amount: $0.117

Ares Multi-Strategy Credit Fund, Inc.
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The following common share distributions were declared on October 13, 2014:

Ex-Date: November 18, 2014
Record Date: November 20, 2014
Payable Date: November 28, 2014
Per Share Amount: $0.1525

Ex-Date: December 16, 2014
Record Date: December 18, 2014
Payable Date: December 31, 2014
Per Share Amount: $0.1525

Effective December 22, 2014, ARMF amended its non-fundamental investment policy with respect to investments in
CLOs to read as follows:

"Under normal market conditions, the Fund will not invest (i) more than 30% of its Managed Assets in securities
issued by entities commonly referred to as CLOs ("CLO Securities") and other asset-backed securities; or (ii) more
than 7.5% of its Managed Assets in subordinated (or residual) tranches of CLO Securities."

ARMF's restriction on investments in collateralized debt obligations was not amended. This change in investment
policy represents an increase in ARMF's ability to invest in CLO Securities and other asset-backed securities from
20% of Managed Assets to 30% of Managed Assets and an increase in ARMF's ability to invest in subordinated (or
residual) tranches of CLO Securities from 2.5% to 7.5% of Managed Assets.

To the extent ARMF invests more of its Managed Assets in CLO Securities, or subordinated (or residual) tranches of
CLO Securities, it may have greater exposure to the risks associated with those securities. See "CLO Securities Risk"
below.

The Board of Directors of ARMF approved the changes to ARMF's investment policies based on representations from
ARMF's investment adviser that an increased allocation to CLOs has the potential to benefit ARMF and its
shareholders given the perceived opportunity set within CLOs as well as the potential for the coupon on most rated
CLO debt to increase within 90 days and benefit from potential increases in interest rates rather than the possible lag
in increases in coupons on senior loans due to the presence of LIBOR floors in most senior loans.

CLO Securities Risk: CLOs issue securities in tranches with different payment characteristics and different credit
ratings. The rated tranches of CLO Securities are generally assigned credit ratings by one or more nationally
recognized statistical rating organizations. The subordinated (or residual) tranches do not receive ratings. Below
investment grade tranches of CLO Securities typically experience a lower recovery, greater
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risk of loss or deferral or non-payment of interest than more senior tranches of the CLO.

The riskiest portion of the capital structure of a CLO is the subordinated (or residual) tranche, which bears the bulk of
defaults from the loans in the CLO and serves to protect the other, more senior tranches from default in all but the
most severe circumstances. Since it is partially protected from defaults, a senior tranche from a CLO typically has
higher ratings and lower yields than the underlying securities, and can be rated investment grade. Despite the
protection from the subordinated tranche, CLO tranches can experience substantial losses due to actual defaults,
increased sensitivity to defaults due to collateral default and disappearance of protecting tranches, market anticipation
of defaults and aversion to CLO Securities as a class. The risks of an investment in a CLO depend largely on the
collateral and the tranche of the CLO in which the Fund invests.

The CLOs in which the Fund invests may have issued and sold debt tranches that will rank senior to the tranches in
which the Fund invests. By their terms, such more senior tranches may entitle the holders to receive payment of
interest or principal on or before the dates on which the Fund is entitled to receive payments with respect to the
tranches in which the Fund invests. Also, in the event of insolvency, liquidation, dissolution, reorganization or
bankruptcy of a CLO, holders of more senior tranches would typically be entitled to receive payment in full before the
Fund receives any distribution. After repaying such senior creditors, such CLO may not have any remaining assets to
use for repaying its obligation to the Fund. In the case of tranches ranking equally with the tranches in which the Fund
invests, the Fund would have to share on an equal basis any distributions with other creditors holding such securities
in the event of an insolvency, liquidation, dissolution, reorganization or bankruptcy of the relevant CLO. Therefore,
the Fund may not receive back the full amount of its investment in a CLO.

The transaction documents relating to the issuance of CLO Securities may impose eligibility criteria on the assets of
the CLO, restrict the ability of the CLO's investment manager to trade investments and impose certain portfolio-wide
asset quality requirements. These criteria, restrictions and requirements may limit the ability of the CLO's investment
manager to maximize returns on the CLO Securities. In addition, other parties involved in CLOs, such as third-party
credit enhancers and investors in the rated tranches, may impose requirements that have an adverse effect on the
returns of the various tranches of CLO Securities. Furthermore, CLO Securities issuance transaction documents
generally contain provisions that, in the event that certain tests are not met (generally interest coverage and
over-collateralization tests at

varying levels in the capital structure), proceeds that would otherwise be distributed to holders of a junior tranche
must be diverted to pay down the senior tranches until such tests are satisfied. Failure (or increased likelihood of
failure) of a CLO to make timely payments on a particular tranche will have an adverse effect on the liquidity and
market value of such tranche.

Payments to holders of CLO Securities may be subject to deferral. If cash flows generated by the underlying assets are
insufficient to make all current and, if applicable, deferred payments on CLO Securities, no other assets will be
available for payment of the deficiency and, following realization of the underlying assets, the obligations of the
borrower of the related CLO Securities to pay such deficiency will be extinguished.

The market value of CLO Securities may be affected by, among other things, changes in the market value of the
underlying assets held by the CLO, changes in the distributions on the underlying assets, defaults and recoveries on
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the underlying assets, capital gains and losses on the underlying assets, prepayments on underlying assets and the
availability, prices and interest rate of underlying assets. Furthermore, the leveraged nature of each subordinated class
may magnify the adverse impact on such class of changes in the value of the assets, changes in the distributions on the
assets, defaults and recoveries on the assets, capital gains and losses on the assets, prepayment on assets and
availability, price and interest rates of assets. Finally, CLO Securities are limited recourse and may not be paid in full
and may be subject to up to 100% loss.
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Ares Dynamic Credit Allocation Fund, Inc.

We have audited the accompanying statement of assets and liabilities of Ares Dynamic Credit Allocation Fund, Inc.,
(the Fund), including the schedule of investments, as of October 31, 2014, and the related statements of operations and
cash flows for the year then ended, the statement of changes in changes in net assets for the year ended October 31,
2014 and for the period from November 27, 2012 (commencement of operations) to October 31, 2013 and the
financial highlights for the year ended October 31, 2014 and for the period from November 27, 2012 (commencement
of operations) to October 31, 2013. These financial statements and financial highlights are the responsibility of the
Fund's management. Our responsibility is to express an opinion on these financial statements and financial highlights
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements and financial highlights are free of material misstatement. We were not engaged to
perform an audit of the Fund's internal control over financial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing 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 over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements and financial highlights, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. Our procedures included verification by examination of securities held by the custodian as of October
31, 2014, and confirmation of securities not held by the custodian by correspondence with others or by other
appropriate auditing procedures where replies from others were not received. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material
respects, the financial position of Ares Dynamic Credit Allocation Fund, Inc. at October 31, 2014, the results of its
operations and its cash flows for the year then ended, the changes in its net assets for the year ended October 31, 2014
and for the period from November 27, 2012 (commencement of operations) to October 31, 2013 and the financial
highlights for the year ended October 31, 2014 and for the period from November 27, 2012 (commencement of
operations) to October 31, 2013, in conformity with U.S. generally accepted accounting principles.

December 23, 2014
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Ares Dynamic Credit Allocation Fund, Inc.
Ares Multi-Strategy Credit Fund, Inc.

Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Ares Multi-Strategy Credit Fund, Inc.

We have audited the accompanying statement of assets and liabilities of Ares Multi-Strategy Credit Fund, Inc., (the
Fund), including the schedule of investments, as of October 31, 2014, and the related statements of operations and
cash flows for the year then ended, the statements of changes in net assets for the year ended October 31, 2014 and for
the period from October 28, 2013 (commencement of operations) to October 31, 2013 and the financial highlights the
year ended October 31, 2014 and for the period from October 28, 2013 (commencement of operations) to October 31,
2013. These financial statements and financial highlights are the responsibility of the Fund's management. Our
responsibility is to express an opinion on these financial statements and financial highlights based on our audits.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements and financial highlights are free of material misstatement. We were not engaged to perform an
audit of the Fund's internal control over financial reporting. Our audit included consideration of internal control over
financial reporting as a basis for designing 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 over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements and financial highlights, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation. Our
procedures included verification by examination of securities held by the custodian as of October 31, 2014, and
confirmation of securities not held by the custodian by correspondence with others or by other appropriate auditing
procedures where replies from others were not received. We believe that our audit provide a reasonable basis for our
opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material
respects, the financial position of Ares Multi-Strategy Credit Fund, Inc. at October 31, 2014, the results of its
operations  and its cash flows the year ended October 31, 2014 and for the period from October 28, 2013
(commencement of operations) to October 31, 2013 and the financial highlights for the year ended October 31, 2014
and for the period from October 28, 2013 (commencement of operations) to October 31, 2013, in conformity with
U.S. generally accepted accounting principles.

December 23, 2014
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Proxy Information

The policies and procedures used to determine how to vote proxies relating to securities held by the Funds are
available (1) without charge, upon request, by calling 1-877-855-3434, or (2) on the SEC's website at
http://www.sec.gov. Information regarding how the Funds voted proxies relating to portfolio securities during the
most recent twelve-month period ended June 30 will be available on Form N-PX by August 31 of each year (1)
without charge, upon request, by calling 1-877-855-3434, or (2) on the SEC's website at http://www.sec.gov.

Portfolio Information

The Funds file their complete schedules of portfolio holdings with the SEC for the first and third quarters of each
fiscal year on Form N-Q. The Funds' Forms N-Q will be available (1) on the Funds' website located at
http://www.aresdc.com; (2) on the SEC's website at http://www.sec.gov; or (3) for review and copying at the SEC's
Public Reference Room (the "PRR") in Washington, DC. Information regarding the operation of the PRR may be
obtained by calling 1-800-SEC-0330.
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Dividend Reinvestment Plan

Unless a shareholder specifically elects to receive distributions in cash, distributions will automatically be reinvested
in additional common shares of the Funds. A shareholder may elect to have the cash portion of dividends and
distributions distributed in cash. To exercise this option, such shareholder must notify State Street, the plan
administrator and the Funds' transfer agent and registrar, in writing or by telephone so that such notice is received by
the plan administrator not less than 10 days prior to the record date for the dividend or distribution involved.
Participants who hold their common shares through a broker or other nominee and who wish to elect to receive any
dividends or other distributions in cash must contact their broker or nominee. The plan administrator will set up an
account for shares acquired pursuant to the plan for each shareholder that does not elect to receive distributions in cash
(each a "Participant"). The plan administrator may hold each Participant's common shares, together with the other
Participant's common shares, in non-certificated form in the plan administrator's name or that of its nominee. The
shares are acquired by the plan administrator for a Participant's account, depending upon the circumstances described
below, either (i) through receipt of additional unissued but authorized common shares from the Funds ("Newly Issued
Shares") or (ii) by purchase of outstanding common shares on the open market ("Open-Market Purchases") on the
NYSE or elsewhere. If, on the dividend payment date, the net asset value per share of the common shares is equal to
or less than the market price per common share on the NYSE plus estimated brokerage commissions (such condition
being referred to as "market premium"), the plan administrator will invest the dividend amount in Newly Issued
Shares on behalf of the Participant. The number of Newly Issued Shares to be credited to the Participant's account will
be determined by dividing the dollar amount of the dividend by the net asset value per share of the common shares on
the date the shares are issued, unless the net asset value of the common shares is less than 95% of the then current
market price per share on the NYSE, in which case the dollar amount of the dividend will be divided by 95% of the
then current market price per common share on the NYSE. If on the dividend payment date the net asset value per
share of the common shares is greater than the market price per common share on the NYSE (such condition being
referred to as "market discount"), the plan administrator will invest the dividend amount in common shares acquired
on behalf of the Participant in Open-Market Purchases.

The plan administrator's service fee, if any, and expenses for administering the plan will be paid for by the Funds.
There will be no brokerage charges to shareholders with respect to common shares issued directly by the Funds as a
result of dividends or distributions payable either in common shares or in cash. However, each Participant will pay a
pro-rata share of brokerage commissions incurred with respect to the plan administrator's Open-Market Purchases in
connection with the reinvestment of dividends and distributions.

Shareholders who elect to receive their distributions in cash are subject to the same federal, state and local tax
consequences as shareholders who reinvest their distributions in additional common shares. A shareholder's basis for
determining gain or loss upon the sale of shares acquired due to reinvestment of a distribution will generally be equal
to the total dollar amount of the dividend payable to the shareholders. Any shares received due to reinvestment of a
dividend will have a new holding period for tax purposes commencing on the day following the day on which the
shares are credited to the U.S. shareholder's account.

Participants may terminate their accounts under the dividend reinvestment plan by writing to the plan administrator at
State Street Bank and Trust Company, located at 200 Clarendon Street, 16th Floor, Boston, Massachusetts, 02116 or
by calling the plan administrator's hotline at (877) 272-8164. Such termination will be effective immediately if the
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Participant's notice is received by the plan administrator at least 10 days prior to any dividend or distribution record
date for the payment of any dividend or distribution by the Fund; otherwise, such termination will be effective only
with respect to any subsequent dividend or distribution. Participants who hold their common shares through a broker
or other nominee and who wish to terminate their account under the plan may do so by notifying their broker or
nominee. The dividend reinvestment plan may be terminated by the Funds upon notice in writing mailed to each
Participant at least 30 days prior to any record date for the payment of any dividend or distribution by the Funds.
Additional information about the dividend reinvestment plan may be obtained by contacting the plan administrator by
mail at 200 Clarendon Street, 16th Floor, Boston, Massachusetts 02116 or by telephone at (877) 272-8164.
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Renewal of Investment Advisory Agreement

The Board of Directors of the Ares Dynamic Credit Allocation Fund, Inc. (the "Fund"), a majority of whom are not
"interested persons" (as defined in the Investment Company Act) of the Fund (the "Independent Directors"), renewed
the Investment Advisory and Management Agreement between Ares Capital Management II LLC (the "Adviser") and
the Fund (the "Investment Advisory Agreement") at a meeting held on September 24, 2014.

The Board of Directors of the Fund has the responsibility under the Investment Company Act to consider for approval
the annual renewal of the Fund's Investment Advisory Agreement on an annual basis at a meeting of the Board called
for the purpose of voting on such renewal. In addition, the Fund's Board of Directors generally receives, reviews and
evaluates information concerning the performance and expenses of the Fund at quarterly meetings of the Board. While
particular emphasis might be placed on information concerning the Fund's investment performance, comparability of
fees, total expenses and the Adviser's profitability at any meeting at which a renewal of the Investment Advisory
Agreement is considered, the process of evaluating the Adviser and the Fund's investment advisory and administrative
arrangements is an ongoing one. In this regard, the Board's consideration of the nature, extent and quality of the
services provided by the Adviser under the Investment Advisory Agreement includes deliberations at multiple
meetings.

In connection with the renewal of the Investment Advisory Agreement, all of the Independent Directors met with their
independent counsel in executive session. Counsel to the Independent Directors discussed the factors outlined by the
federal courts as relevant to a board's consideration of the approval of an investment advisory agreement and referred
the Independent Directors to materials provided in connection with the meeting. The Directors also received
information regarding the Fund's operations, expenses and performance periodically throughout the year.

In considering whether to renew the Investment Advisory Agreement, the Fund's Board of Directors reviewed certain
information provided to the Board, which included: (1) information concerning the services rendered to the Fund by
the Adviser, and the fees paid by the Fund to the Adviser since inception; (2) comparative information, comparing the
Fund's advisory fees and expenses to those of its relevant peer group for relevant periods; (3) comparative
performance information for the Fund relevant to the consideration of the renewal of the Investment Advisory
Agreement, comparing the Fund's performance to that of its relevant peer group as of June 30, 2014; (4) information
independently compiled and prepared by Lipper, Inc. ("Lipper"); (5) the Adviser's Form ADV; (6) a memorandum
outlining the legal duties of the Board under the Investment Company Act; and (7) other reports of and presentations
by representatives of the Adviser.

In determining whether to renew the Investment Advisory Agreement, the Board considered the following:

(a) The nature, extent and quality of services provided by the Adviser � With respect to the nature, extent and quality of
services provided by the Adviser, the Board reviewed the information regarding the types of services provided under
the Investment Advisory Agreement and information describing the Adviser's organization and business, including the
quality of the investment research capabilities of the Adviser and the other resources dedicated to performing services
for the Fund. The Board also noted the professional experience and qualifications of the Fund's portfolio management
team and other senior personnel of the Adviser involved with the Fund, including the portfolio management team's
expertise in managing loan portfolios, the integrated platform of the Adviser and its affiliates and the benefits,
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resources and opportunities of the platform that the Adviser is able to access. Fund management discussed the size and
experience of the Adviser's staff, the experience of its key personnel in providing investment management services,
the systems used by the Adviser's personnel and the ability of the Adviser to attract and retain capable personnel. The
quality of administrative and other services, including the Adviser's role in coordinating the activities of the Fund's
other service providers, were also considered. The Board also noted the reputation and track record of the Adviser's
organization as a leading manager of credit assets.

(b) Investment performance of the Fund and the Adviser � With respect to investment performance of the Fund and the
Adviser, the Board reviewed statistical information concerning the Fund's investment performance in relation to its
stated objective, as well as comparative data with respect to the performance of similar funds. Representatives of the
Adviser reviewed with the Board the Fund's performance. Fund management discussed the Fund's stock price and net
asset value, and its yield based on both. In connection with its review, the Board received and reviewed performance
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information of a comparable peer group of unaffiliated funds provided by Lipper, an independent third party,
regarding the investment performance of the Fund as compared to other funds in its applicable Lipper category. The
Fund ranked in the fourth quartile of its Lipper peer group for the one-year period ended July 31, 2014. The Board
also received and reviewed information provided by the Adviser regarding, among other things, (i) the Fund's shorter
duration compared to other multi-sector credit closed-end funds, the reasons therefore and the effect on performance
in the current economic environment, and (ii) the Fund's annualized returns in relation to its annualized standard
deviation compared to other multi-sector credit closed-end funds. It was noted that the Fund's volatility was generally
lower than these other multi-sector credit closed-end funds and was consistent with the Adviser's investment thesis.

(c) Cost of the services provided and profits realized by the Adviser from the relationship with the Fund � The Board
considered historical information about the profitability of the Fund to the Adviser, as well as the costs of services
provided by the Adviser to the Fund. The Board received and reviewed information relating to the financial condition
of the Adviser's parent, Ares Management, L.P. The Board also reviewed certain expense information related to the
Fund. The Board discussed the actual management fee and total expenses comparisons set forth in the Lipper report
with representatives of the Adviser. Without giving effect to waivers, the Fund's actual management fee at both
common asset levels (including and excluding leverage) ranked in the second quartile of the Fund's Lipper peer group,
the Fund's total expenses at common asset levels (excluding leverage) ranked in the second quartile of the Fund's
Lipper peer group, and the Fund's total expenses at common asset levels (including leverage) ranked in the third
quartile of the Fund's Lipper peer group.

(d) Economies of scale and whether fee levels reflect these economies of scale � The Board considered the extent to
which economies of scale are expected to be realized and whether fee levels would reflect these economies of scale. It
was noted that, because the Fund is a closed-end fund, any increase in asset levels generally would have to come from
material appreciation through investment performance absent a special corporate action such as a material acquisition
or an offering of additional shares.

(e) Comparison of services rendered and fees paid to those under other investment advisory contracts, such as
contracts of the same and other investment advisers or other clients � In evaluating the management fees and expenses,
the Board considered the Fund's management fees and the Fund's expense ratios in absolute terms and as compared
with the fees and expenses of comparable peer groups of unaffiliated funds provided by Lipper, an independent third
party, and by the Adviser. It was noted that the Fund's management fees and total expenses were within the range of
those of comparable funds in the Fund's Lipper peer group. The Board also noted that the Fund is a multi-asset fund
and that this impacted its expense ratio. The Board also considered that pursuant to the terms of the Investment
Advisory Agreement, after the Fund's second fiscal year, which ended on October 31, 2014, the Fund will reimburse
the Adviser for the cost to it of providing certain accounting, legal, clerical or administrative services provided at the
Fund's request by employees of the Adviser or its affiliates. The Board reviewed materials provided by the Adviser
showing the effect the payment of such reimbursements by the Fund to the Adviser will have on the Fund going
forward, noting that these reimbursements would result in higher payments from the Fund to the Adviser than the fee
rate stated in the Investment Advisory Agreement.

(f) Benefits derived or to be derived by the Adviser from its relationship with the Fund � The Board also considered the
extent to which benefits other than the fees and reimbursement amounts pursuant to the Investment Advisory
Agreement might accrue to the Adviser and its affiliates from their relationships with the Fund. The Board noted in
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this regard that neither the Adviser nor its affiliates trade with the Fund, or execute portfolio transactions on its behalf,
and that the Adviser had confirmed that the Fund does not invest in securities issued by affiliates of the Adviser,
including CLOs sponsored by the Adviser. However, they recognized that the Adviser might derive reputational and
other benefits from its association with the Fund.

Conclusion

No single factor was identified as being determinative to the Board decision. Based on the foregoing and such other
matters as were deemed relevant, the Board, including all of the Independent Directors, unanimously voted to approve
the renewal of the Investment Advisory Agreement for an additional one-year period.
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Stockholder Meeting Results

On June 18, 2014, ARDC held a Special Meeting of Stockholders for the election of Directors. The proposal was
approved by ARDC's stockholders and the results of the voting are as follows:

NAME FOR WITHHELD
Bruce H. Spector 14,474,497 446,701
On June 18, 2014, ARMF held a Special Meeting of Stockholders for the election of Directors. The proposal was
approved by ARMF's stockholders and the results of the voting are as follows:

NAME FOR WITHHELD
Bruce H. Spector 4,416,367 83,717
David A. Sachs, Seth J. Brufsky, Michael H. Diamond and John J. Shaw continue to serve in their capacities as
Directors of the Funds.
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Investment Adviser

Ares Capital Management II LLC
2000 Avenue of the Stars, 12th Floor
Los Angeles CA 90067

Administrator Custodian and Transfer Agent

State Street Bank and Trust Company
200 Clarendon Street, 16th Floor
Boston, MA 02116

DRIP Administrator

State Street Bank and Trust Company
200 Clarendon Street, 16th Floor
Boston, MA 02116

Investor Support Services

Destra Capital Investments LLC
901 Warrenville Road, Suite 15
Lisle, Illinois 60532

Independent Registered Public Accounting Firm

Ernst & Young LLP
725 South Figueroa Street
Los Angeles, CA 90017

Fund Counsel

Willkie Farr & Gallagher LLP
787 7th Avenue
New York, NY 10019

Shareholder Mailing Requests

Laurel Hill Advisory Group, LLC
2 Robbins Lane, Suite 201
Jericho, NY 11753
1-888-742-1305
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Privacy Notice

We are committed to maintaining the privacy of our shareholders and to safeguarding their nonpublic personal
information. The following information is provided to help you understand what personal information we collect, how
we protect that information and why, in certain cases, we may share information with select other parties.

Generally, we will not receive any non-public personal information about shareholders of the common stock of the
Funds, although certain of our shareholders' non-public information may become available to us. The non-public
personal information that we may receive falls into the following categories:

•  Information we receive from shareholders, whether we receive it orally, in writing or electronically. This includes
shareholders' communications to us concerning their investment;

•  Information about shareholders' transactions and history with us; or

•  Other general information that we may obtain about shareholders, such as demographic and contact information such
as address.

We do not disclose any non-public personal information about shareholders, except:

•  to our affiliates (such as our investment adviser) and their employees that have a legitimate business need for the
information;

•  to our service providers (such as our administrator, accountants, attorneys, custodians, transfer agent, underwriter
and proxy solicitors) and their employees as is necessary to service shareholder accounts or otherwise provide the
applicable service;

•  to comply with court orders, subpoenas, lawful discovery requests, or other legal or regulatory requirements; or

•  as allowed or required by applicable law or regulation.

When the Funds share non-public shareholder personal information referred to above, the information is made
available for limited business purposes and under controlled circumstances designed to protect our shareholders'
privacy. The Funds do not permit use of shareholder information for any non-business or marketing purpose, nor do
the Funds permit third parties to rent, sell, trade or otherwise release or disclose information to any other party.

The Funds' service providers, such as their adviser, administrator, and transfer agent, are required to maintain
physical, electronic, and procedural safeguards to protect shareholder nonpublic personal information; to prevent
unauthorized access or use; and to dispose of such information when it is no longer required.

Personnel of affiliates may access shareholder information only for business purposes. The degree of access is based
on the sensitivity of the information and on personnel need for the information to service a shareholder's account or
comply with legal requirements.
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If a shareholder ceases to be a shareholder, we will adhere to the privacy policies and practices as described above.
We may choose to modify our privacy policies at any time. Before we do so, we will notify shareholders and provide
a description of our privacy policy.

In the event of a corporate change in control resulting from, for example, a sale to, or merger with, another entity, or
in the event of a sale of assets, we reserve the right to transfer your non-public personal information to the new party
in control or the party acquiring assets.
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Directors

Name,
Address(1)

and
Age

Position(s) Held
with Funds

Length of Time
Served and

Term
of Office

Principal
Occupation(s)

or Employment
During Past
Five Years

Number of
Funds
in the

Complex(3)

Overseen
by the

Director or
Nominee

Other
Public

Company
Board

Memberships
During
Past
Five

Years
Interested
Directors(2)

David
A.
Sachs
(55)

Director and
Chairman of the
Board

Since 2011
(ARDC) and
2013 (ARMF)**

Senior Partner, Ares Management
LLC

2 Terex
Corporation

Seth J.
Brufsky
(48)

Director,
President and
Chief Executive
Officer

Since 2012
(ARDC) and
2013 (ARMF)*

Senior Partner, Ares Management
LLC

2 None

Independent
Directors/Nominees
Michael
H.
Diamond
(72)

Director Since 2012
(ARDC) and
2013 (ARMF)**

Sole Member, MHD Group LLC
(mediation and expert witness)

2 Ares
Commercial
Real
Estate
Corporation

John J.
Shaw
(63)

Director Since 2012
(ARDC) and
2013 (ARMF)*

Independent Consultant; prior to
2012, President, St. Louis Rams

2 None

Bruce
H.
Spector
(72)

Director Since 2014
(ARDC and
ARMF)***

Independent Consultant; from 2007
to 2013, Senior Advisor, Apollo
Global Management, LLC (private
equity)

2 The
Private
Bank of
California
(2007-2013)

(1) The address of each Director is care of the Secretary of the Fund at 2000 Avenue of the Stars, 12th
Floor, Los Angeles, CA 90067.

(2) "Interested person," as defined in the 1940 Act, of the Funds. Mr. Sachs and Mr. Brufsky are interested
persons of the Funds due to their affiliation with the Adviser.
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(3) The term "Fund Complex" means two or more registered investment companies that share the same
investment adviser or principal underwriter or hold themselves out to investors as related companies for the
purposes of investment and investor services. The Ares Fund Complex consists of ARDC and ARMF.

* Term continues until each Fund's 2015 Annual Meeting of Stockholders and until his successor is duly
elected and qualified.

** Term continues until each Fund's 2016 Annual Meeting of Stockholders and until his successor is duly
elected and qualified.

*** Term continues until each Fund's 2017 Annual Meeting of Stockholders and until his successor is duly
elected and qualified.

Officers

Name,
Address(1)

and
Age

Position(s) Held
with Funds Officer Since

Principal Occupation(s) or Employment During Past Five
Years

Officers
Seth
J.
Brufsky
(48)

President, Chief
Executive Officer

and Director

Since 2012
(ARDC) and
2013 (ARMF)

Mr. Brufsky is a Portfolio Manager in the Ares Capital Markets
Group and is a Senior Partner of Ares. He serves on Ares'
Management Committee and is an Investment Committee

member on all Ares Capital Markets Funds. He has served as
Director and President and Chief Executive Officer of ARDC

since 2012 and ARMF since 2013.
Daniel
Nguyen
(43)

Chief Financial
Officer

Since 2012
(ARDC) and
2013 (ARMF)

Mr. Nguyen is Executive Vice President and Chief Financial
Officer of Ares. He has served as a Vice President of Ares

Capital Corporation ("ARCC") since December 2010 and Chief
Financial Officer of ARDC since 2012 and ARMF since 2013.
From 2007 to 2010, Mr. Nguyen was Treasurer of ARCC. Mr.

Nguyen has also served as Treasurer of Ares Commercial Real
Estate Corporation since September 2011.
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Officers

Name,
Address(1)

and
Age

Position(s) Held
with Funds Officer Since

Principal Occupation(s) or Employment During Past Five
Years

Officers
Brett
A.
Byrd
(47)

Chief Compliance
Officer and
Anti-Money

Laundering Officer

Since 2014
(ARDC and

ARMF)

Mr. Byrd has served as Chief Compliance Officer and
Anti-Money Laundering Officer of ARDC and ARMF since

September 2014. He joined Ares in February 2011 and is a
Senior Vice President and Deputy CCO in the Ares Compliance
Department. From September 2004 to February 2011, Mr. Byrd
was an Associate Director at Macquarie Funds Group where he

was the CCO for four of Macquarie Funds Group's U.S
Registered Investment Advisers and its listed infrastructure

closed end fund.
Sunny
Parmar
(43)

Treasurer Since 2012
(ARDC) and
2013 (ARMF)

Mr. Parmar is the Chief Accounting Officer of the Private Equity
and Capital Markets groups of Ares. He has served as

Treasurer of ARDC since 2012 and ARMF since 2013. From
2007 to 2011, Mr. Parmar was the Controller at H.I.G. Capital

Partners, a private equity firm.
Daniel
J.
Hall
(35)

General Counsel,
Chief Legal Officer

and Secretary

Since 2012
(ARDC) and
2013 (ARMF)

Mr. Hall is the Senior Associate General Counsel for Ares. He
has served as General Counsel, Chief Legal Officer and

Secretary of ARDC since 2012 and ARMF since 2013. Between
2004 and 2009, Mr. Hall was an associate at Clifford Chance

LLP where he specialized in capital markets, structured finance
and derivatives.

Michael
Weiner
(62)

Vice President and
Assistant Secretary

Since 2012
(ARDC) and
2013 (ARMF)

Since September 2006, Mr. Weiner has been Vice President of
ARCC and has served as Vice President, General Counsel and

Secretary of Ares Management. From September 2006 to
January 2010, Mr. Weiner served as General Counsel to
ARCC. He has served as Vice President and Assistant

Secretary of ARDC since 2012 and ARMF since 2013. Mr.
Weiner has also served as Vice President (since September

2011) and General Counsel (since March 2012) of Ares
Commercial Real Estate Corporation.

Keith
Ashton
(47)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Ashton joined Ares in November 2011 in the Ares Capital
Markets Group as a Portfolio Manager. He has served as Vice
President of ARDC and ARMF since 2013. Mr. Ashton was a

partner at Indicus Advisors from May 2007 to November 2011.
Ann
Kono
(39)

Vice President Since 2013
(ARDC and

ARMF)

Since April 2007, Ms. Kono has been an employee of Ares
Management and currently serves as the Executive Vice

President of Operations and Information Systems/Technology.
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She has served as Vice President of ARDC and ARMF since
2013.

Americo
Cascella
(43)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Cascella is a portfolio manager and an Investment
Committee member in the Ares Capital Markets Group. He has
served as Vice President of ARDC and ARMF since 2013. Mr.

Cascella joined Ares Management in 1998.
John
Eanes
(33)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Eanes is a portfolio manager in the Ares Capital Markets
Group. He has served as Vice President of ARDC and ARMF

since 2013. Mr. Eanes joined Ares Management in 2006.
John
A.
Leupp
(49)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Leupp is a portfolio manager in the Ares Capital Markets
Group. He has served as Vice President of ARDC and ARMF

since 2013. Mr. Leupp joined Ares Management in 2003.

Jeff
M.
Moore
(55)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Moore is a portfolio manager of the Ares Special Situations
Fund and serves as an Investment Committee member for
Distressed Strategy/Capital Markets Group Funds. He has

served as Vice President of ARDC and ARMF since 2013. Mr.
Moore joined Ares Management in 1997.

Darryl
L.
Schall
(54)

Vice President Since 2013
(ARDC and

ARMF)

Mr. Schall is a portfolio manager of the Ares Special Situations
Fund and serves as an Investment Committee member for
Distressed Strategy/Capital Markets Group Funds. He has

served as Vice President of ARDC and ARMF since 2013. Mr.
Schall joined Ares Management in 2009. He managed portfolios

of distressed and high yield debt at Tudor Investment
Corporation from 2002 to 2009.

(1) The address of each Officer is care of the Secretary of the Fund at 2000 Avenue of the Stars, 12th Floor,
Los Angeles, CA 90067.

Further information about the Fund's Officers and Directors is available in each Fund's Statement of
Additional Information, which can be obtained without charge by calling 1-877-855-3434.
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Item 2.  Code of Ethics.

(a)  The Ares Dynamic Credit Allocation Fund, Inc. (the �Fund�) has adopted a Code of Ethics that applies
to the Fund�s principal executive officer and principal financial officer (the �Code of Ethics�).

(c)  The Fund has not made any amendment to its Code of Ethics during the period covered by this
Form N-CSR.

(d)  There have been no waivers, including any implicit waivers, granted by the Fund to individuals
covered by the Fund�s Code of Ethics during the reporting period for this Form N-CSR.

(e)  Not applicable.

(f)  A copy of the Fund�s Code of Ethics is attached hereto as exhibit 12(a)(1).

Item 3.  Audit Committee Financial Expert.

(a)(1)  The Board of Directors of the Fund has determined that the Fund has one member serving on the Fund�s
Audit Committee that possesses the attributes identified in Instruction 2(b) of Item 3 to Form N-CSR to qualify as
�audit committee financial expert.�

(a)(2)  The name of the audit committee financial expert is Mr. John Joseph Shaw.  Mr. Shaw has been deemed
to be �independent� for the purpose of this Item because he is not an �interested person� of the Fund as that term is defined
in in Section 2(a)(19) of the Investment Company Act of 1940, as amended (the �1940 Act�) and does not accept
directly or indirectly any consulting, advisory, or other compensatory fee from the Fund.

Item 4.  Principal Accountant Fees and Services.

(a)  Audit Fees
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For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the fiscal year ended October 31, 2014,
Ernst & Young LLP (�E&Y�), the Fund�s independent registered public accounting firm, billed the Fund aggregate fees of $85,000 and $89,000,
respectively, for professional services rendered for the audit of the Fund�s annual financial statements or for services normally provided by E&Y
in connection with statutory and regulatory filings or engagements.

(b)  Audit-Related Fees

For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the fiscal year ended October 31, 2014, the
aggregate fees billed for assurance and related services rendered by E&Y that are reasonably related to the performance of the audit or review of
the Fund�s financial statements and that are not reported under Audit Fees above were $0 and $0, respectively.

For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the twelve month period ended October 31,
2014, aggregate Audit-Related Fees billed by E&Y that were required to be approved by the Fund�s Audit Committee for audit-related services
rendered to the Fund�s investment adviser and any entity controlling, controlled by or under common control with the investment adviser that
provides ongoing services to the Fund (the �Affiliated Service Providers�) that relate directly to the operations and financial reporting of the Fund
were $0 and $0, respectively.

Edgar Filing: SCM MICROSYSTEMS INC - Form SC 13G/A

83



(c)  Tax Fees

For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the fiscal year ended October 31, 2014,
E&Y billed the Fund aggregate fees of $7,500 and $8,000, respectively, for professional services rendered for tax compliance, tax advice, and
tax planning. The nature of the services comprising the Tax Fees was the review of the Fund�s income tax returns and tax distribution
requirements.

For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the twelve month period ended October 31,
2014, the aggregate Tax Fees billed by E&Y that were required to be approved by the Fund�s Audit Committee for tax compliance, tax advice
and tax planning services rendered on behalf of Affiliated Service Providers that relate directly to the operations and financial reporting of the
Fund were $0 and $0, respectively.

(d)  All Other Fees

For the fiscal period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the fiscal year ended October 31,
2014, the aggregate fees billed by E&Y to the Fund for all services other than services reported under Audit Fees, Audit-Related Fees, and Tax
Fees were $0 and $0, respectively.

For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the twelve month period ended October 31,
2014, the aggregate fees in this category billed by E&Y that were required to be approved by the Fund�s Audit Committee for services rendered
on behalf of Affiliated Service Providers that relate directly to the operations and financial reporting of the Fund were $0 and $0, respectively.

(e)(1)  Audit Committee�s Pre-Approval Policies and Procedures

The Fund�s Audit Committee Charter requires that the Audit Committee pre-approve all audit and non-audit services to be provided to the Fund
by the Fund�s independent registered public accounting firm; provided, however, that the preapproval requirement with respect to the provision
of non-auditing services to the Fund by the Fund�s independent registered public accounting firm may be waived by the Audit Committee under
the circumstances described in the Securities Exchange Act of 1934, as amended (the �1934 Act�).

(e)(2)  Percentage of Services

All of the audit and tax services described above for which E&Y billed the Fund fees for the fiscal period from November 27, 2012
(commencement of operations) to October 31, 2013 and the fiscal year ended October 31, 2014, were pre-approved by the Audit Committee.
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For the fiscal period from November 27, 2012 (commencement of operations) to October 31, 2013 and the fiscal year ended October 31, 2014,
the Fund�s Audit Committee did not waive the pre-approval requirement of any non-audit services to be provided to the Fund by E&Y.

(f)  Not applicable.
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(g)  For the period from November 27, 2012 (commencement of operations) to October 31, 2013 and for
the fiscal year ended October 31, 2014, aggregate non-audit fees billed by E&Y for services rendered to the Fund
were $7,500 and $8,000, respectively.

For period from November 27, 2012 (commencement of operations) to October 31, 2013 and for the twelve month period ended October 31,
2014, aggregate non-audit fees billed by E&Y for services rendered to the Affiliated Service Providers were $0 and $0, respectively.

(h)  E&Y notified the Fund�s Audit Committee of all non-audit services that were rendered by E&Y to
the Fund�s investment adviser and any entity controlling, controlled by, or under common control with the investment
adviser that provides ongoing services to the Fund that were not pre-approved pursuant to paragraph (c)(7)(ii) of
Rule 2-01 of Regulation S-X, allowing the Fund�s Audit Committee to consider whether such services were compatible
with maintaining E&Y�s independence.

Item 5.  Audit Committee of Listed Registrants.

(a)  The Fund has a separately-designated Audit Committee established in accordance with
Section 3(a)(58)(A) of the 1934 Act.  The members of the Fund�s Audit Committee are Mr. John Joseph Shaw,
Mr. Michael H. Diamond and Mr. Bruce H. Spector.

Item 6.  Schedule of Investments.

a.  Schedule of Investments is included as part of Item 1 of this Form N-CSR.

b.  Not applicable.

Item 7.  Disclosure of Proxy Voting Policies and Procedures for Closed-End Investment Companies.

Attached to this Form N-CSR as exhibit 12(a)(4) is a copy of the proxy voting policies and procedures of the Fund and its investment adviser.

Item 8.  Portfolio Managers of Closed-End Management Investment Companies.
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(a)(1)  As of October 31, 2014, the portfolio managers of the Fund are as follows:

Seth J. Brufsky

Founding Member, Senior Partner, and Portfolio Manager

Investment Experience:

Mr. Brufsky is a Founding Member of Ares Management, L.P. (�Ares�).  He is a Senior Partner and Portfolio Manager in the Tradable Credit
Group of Ares and is a member of Ares� Management Committee.  Mr. Brufsky also serves as a Director, President and Chief Executive Officer
and Portfolio Manager of the Fund and Ares Multi-Strategy Credit Fund, Inc. (�ARMF�), two publicly traded closed-end funds managed by an
affiliate of Ares.  Additionally, he is a member of select Tradable Credit Group investment committees.  Mr. Brufsky joined Ares in March 1998
from the Corporate Strategy and Research Group of Merrill Lynch & Co., where he specialized in analyzing and marketing non-investment
grade securities and was acknowledged by Institutional Investor as a member of the top-ranked credit analyst team each year of his tenure.  Prior
to joining Merrill Lynch, Mr. Brufsky was a member of the Institutional Sales and Trading Group of the Global Fixed Income Division at Union
Bank of Switzerland.  Mr. Brufsky serves on the Board of Directors of the Luminescence Foundation, a charitable giving organization.
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Mr. Brufsky graduated from Cornell University with a B.S. in Applied Economics and Business Management and received his M.B.A. in
Finance with honors from the University of Southern California�s Marshall School of Business, where he was awarded the Glassick Scholarship
for academic achievement.

Keith Ashton

Portfolio Manager

Investment Experience:

Mr. Ashton is a Portfolio Manager in the Tradable Credit Group of Ares, primarily responsible for managing structured credit funds and separate
accounts. He serves as one of two portfolio managers for the Fund and ARMF, two NYSE-listed, closed end funds managed by an affiliate of
Ares.  He is also a member of select Tradable Credit Group investment committees.  Prior to joining Ares in November 2011, Mr. Ashton was a
partner at Indicus Advisors where he launched the global structured credit business in May 2007.  Prior to Indicus, Mr. Ashton was a portfolio
manager and Head of Structured Credit at TIAA-CREF where he managed a portfolio of structured credit investments and helped launch TIAA�s
institutional asset management business.  Mr. Ashton�s experience as an investor in alternative fixed income products spans virtually all
securitized asset classes, including collateralized loan obligations, consumer and commercial receivables, insurance and legal settlements, small
business and trade receivables, whole business securitizations, timeshare other mortgage-related receivables, and esoteric asset classes such as
catastrophe risk and intellectual property.

Mr. Ashton earned a B.A. in Economics from Brigham Young University and received his M.B.A. in Finance & Accounting from the William
E. Simon School of Business, University of Rochester.

(a)(2)  As of October 31, 2014, the Portfolio Managers were primarily responsible for the day-to-day portfolio management of the following
accounts:

Name of 
Portfolio 
Manager Type of Accounts

Total # of
Accounts
Managed Total Assets

# of Accounts
Managed for

which
Advisory Fee
is Based on

Performance

Total Assets
for which

Advisory Fee
is Based on

Performance
Seth J. Brufsky Registered investment companies 7 $ 2,141,352,913 0 $ 0

Other pooled investment vehicles 2 $ 2,899,896,299 2 $ 2,899,896,299
Other accounts 8 $ 2,389,564,364 6 $ 2,026,987,693

Keith Ashton Registered investment companies 2 $ 629,314,876 0 $ 0
Other pooled investment vehicles 2 $ 489,995,815 2 $ 489,995,815
Other accounts 4 $ 1,212,249,812 1 $ 381,256,338
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Material Conflicts of Interest:

Actual or apparent conflicts of interest may arise when a Portfolio Manager has day-to-day management responsibilities with respect to more
than one fund or other account.

Certain inherent conflicts of interest arise from the fact that the Portfolio Managers, Ares Capital Management II LLC (the �Adviser�) and its
affiliates provide investment advisory and administration services both to the Fund and the other Ares-advised funds, including other funds, as
well as client accounts, proprietary accounts and any other investment vehicles that the Adviser and its affiliates may establish from time to time,
managed by the Adviser and its affiliates in which the Fund will not have an interest. The investment program of the Fund and the other
Ares-advised funds may or may not be substantially similar. The Portfolio Managers, the Adviser and its affiliates may give advice and
recommend securities to the other Ares-advised funds that may differ from advice given to, or securities recommended or bought for, the Fund,
even though their investment objectives may be the same or similar to those of the Fund.

The Adviser will seek to manage potential conflicts of interest in good faith; nonetheless, the portfolio strategies employed by the Portfolio
Managers, the Adviser and its affiliates in managing the other Ares-advised funds could conflict with the transactions and strategies employed
by the Portfolio Managers in managing the Fund and may affect the prices and availability of the securities and instruments in which the Fund
invests. Conversely, participation in specific investment opportunities may be appropriate, at times, for both the Fund and the other Ares-advised
funds. The Adviser has adopted allocation procedures that are intended to provide that all investment opportunities will be allocated among the
Adviser�s or its related parties� clients on a basis that over a period of time is fair and equitable to each client relative to other clients consistent
with any fiduciary duties owed to clients and in an effort to avoid favoring one client over another, taking into account all relevant facts and
circumstances, including (without limitation): (i) differences with respect to available capital, size of client, and remaining life of a client;
(ii) differences with respect to investment objectives or current investment strategies, such as objectives or strategies regarding: (a) current and
total return requirements, (b) emphasizing or limiting exposure to the security or type of security in question, (c) diversification, including
industry or company exposure, currency and jurisdiction, or (d) rating agency ratings; (iii) differences in risk profile at the time an opportunity
becomes available; (iv) the potential transaction and other costs of allocating an opportunity among various clients; (v) potential conflicts of
interest, including whether a client has an existing investment in the security in question or the issuer of such security; (vi) the nature of the
security or the transaction, including minimum investment amounts and the source of the opportunity; (vii) current and anticipated market and
general economic conditions; (viii) existing positions in a borrower/loan/security; and (ix) prior positions in a borrower/loan/security.

In general, this policy will result in such opportunities being allocated pro rata (taking into account, among other factors, available cash and the
relative capital of the respective funds) among the Fund and the other Ares-advised funds. Nevertheless, investment and/or opportunities may be
allocated other than on a pro rata basis, to the extent it is done in good faith and does not, or is not reasonably expected to, result in an improper
disadvantage or advantage to one participating Ares-advised fund as compared to another participating Ares-advised fund.

In the event investment opportunities are allocated among the Fund and the other Ares-advised funds, the Fund may not be able to structure its
investment portfolio in the manner desired. Although the Adviser endeavors to allocate investment opportunities in a manner that, over a period
of time, is fair and equitable, it is possible that the Fund may not be given the opportunity to participate in certain investments made by the other
Ares-advised funds or portfolio managers affiliated with the Adviser. Furthermore, the Fund and the other Ares-advised funds may make
investments in securities where the
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prevailing trading activity may make impossible the receipt of the same price or execution on the entire volume of securities purchased or sold
by the Fund and the other Ares-advised funds. When this occurs, the various prices may be averaged, and the Fund will be charged or credited
with the average price. Thus, the effect of the aggregation may operate on some occasions to the disadvantage of the Fund. In addition, under
certain circumstances, the Fund may not be charged the same commission or commission equivalent rates in connection with a bunched or
aggregated order.

It is likely that other Ares-advised funds may make investments in the same or similar securities at different times and on different terms than the
Fund. The Fund and the other Ares-advised funds may make investments at different levels of a borrower�s capital structure or otherwise in
different classes of a borrower�s securities. Such investments may inherently give rise to conflicts of interest or perceived conflicts of interest
between or among the various classes of securities that may be held by such entities. Conflicts may also arise because portfolio decisions
regarding the Fund may benefit the other Ares-advised funds. For example, the sale of a long position or establishment of a short position by the
Fund may impair the price of the same security sold short by (and therefore benefit) one or more Ares-advised funds, and the purchase of a
security or covering of a short position in a security by the Fund may increase the price of the same security held by (and therefore benefit) one
or more Ares-advised funds.

While these conflicts cannot be eliminated, the Adviser, when practicable, will cause the Fund and the other Ares-advised funds to hold
investments in the same levels of an issuer�s capital structure in the same proportion at each level; provided, however, that neither the Fund nor
any other Ares-advised fund will be required to hold an investment if holding such investment would result in a violation of the provisions of the
organizational documents of the Fund or the other Ares-advised fund, as applicable, or constitute a breach of, or default or debt repayment event
with respect to, any credit facility or other debt instrument or obligation.

Although the professional staff of the Adviser will devote as much time to the management of the Fund as the Adviser deems appropriate to
perform its obligations, the professional staff of the Adviser may have conflicts in allocating its time and services among the Fund and the
Adviser�s other investment vehicles and accounts. The Adviser and its affiliates are not restricted from forming additional investment funds, from
entering into other investment advisory relationships or from engaging in other business activities, even though such activities may be in
competition with the Fund and/or may involve substantial time and resources of the Adviser and its professional staff. These activities could be
viewed as creating a conflict of interest in that the time and effort of the members of the Adviser and their officers and employees will not be
devoted exclusively to the business of the Fund but will be allocated between the business of the Fund and the management of the monies of
other clients of the Adviser.

(a)(3)  Compensation Structure of Portfolio Manager(s) or Management Team Members

The Adviser�s financial arrangements with the Portfolio Managers, its competitive compensation and its career path emphasis at all levels reflect
the value senior management places on key resources. Compensation may include a variety of components and may vary from year to year
based on a number of factors. The Portfolio Managers may receive all or some combination of salary, an annual bonus and interests in the
carried interest in certain of Ares� funds.

Base Compensation.

Generally, when the Portfolio Managers receive base compensation it is based on their individual seniority and their position within the firm.
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Discretionary Compensation.

In addition to base compensation, the Portfolio Managers may receive discretionary compensation. Discretionary compensation may be based on
individual seniority and contribution, and, if applicable, may include distributions on equity interests of the Adviser�s ultimate parent company
held by each Portfolio Manager, if any.

(a)(4) Ownership of Securities

The following table sets forth, for each Portfolio Manager, the aggregate dollar range of the Fund�s equity securities beneficially owned as of
October 31, 2014.

Portfolio Manager
Dollar Range of Fund Shares Beneficially 

Owned
Seth J. Brufsky $100,001-$500,000
Keith Ashton $1-$10,000

(b) There have been no changes to the Fund�s portfolio managers.

Item 9.  Purchases of Equity Securities by Closed-End Management Investment Company and Affiliated Purchasers.

None during the fiscal year ended October 31, 2014 pursuant to a plan or program.

Item 10.  Submission of Matters to a Vote of Security Holders.

There have been no material changes to the procedures by which shareholders may recommend nominees to the Fund�s Board of Directors during
the period covered by this Form N-CSR filing.

Item 11.  Controls and Procedures.

(a)  The Fund�s principal executive and principal financial officers have concluded that the Fund�s
disclosure controls and procedures (as defined in Rule 30a-3(c) under the 1940 Act (17 CFR 270.30a-3(c))) are
effective, as of a date within 90 days of the filing date of this Form N-CSR based on their evaluation of these controls
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and procedures required by Rule 30a-3(b) under the 1940 Act (17 CFR 270.30a-3(b)) and Rules 13a-15(b) or
15d-15(b) under the 1934 Act (17 CFR 240.13a-15(b) or 240.15d-15(b)).

(b)  There were no changes in the Fund�s internal control over financial reporting (as defined in
Rule 30a-3(d) under the 1940 Act (17 CFR 270.30a-3(d))) that occurred during the Fund�s second fiscal quarter
covered by this report that has materially affected, or is reasonably likely to materially affect, the Fund�s internal
control over financial reporting.

Item 12.  Exhibits.

(a)(1)  Code of Ethics is attached hereto in response to Item 2(f).

(a)(2)  The certifications required by Rule 30a-2(a) of the 1940 Act (17 CFR 270.30a-2(a)) are attached hereto.

(a)(3)  Not applicable for this filing.
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(a)(4)  Proxy voting policies and procedures of the Fund and its investment adviser are attached hereto in
response to Item 7.

(b)  The certifications required by Rule 30a-2(b) of the 1940 Act (17 CFR 270.30a-2(b)) and Section 906
of the Sarbanes-Oxley Act of 2002 are attached hereto.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, the Fund has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

ARES DYNAMIC CREDIT ALLOCATION FUND, INC.

By: /s/ Seth J. Brufsky
Seth J. Brufsky
President and Chief Executive Officer

Date: January 2, 2015

Pursuant to the requirements of the Securities Exchange Act of 1934 and the Investment Company Act of 1940, this report has been signed
below by the following persons on behalf of the Fund and in the capacities and on the dates indicated.

By: /s/ Seth J. Brufsky
Seth J. Brufsky
President and Chief Executive Officer

Date: January 2, 2015

By: /s/ Daniel F. Nguyen
Daniel F. Nguyen
Chief Financial Officer

Date: January 2, 2015
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