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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

SCHEDULE 13D

Amendment No. 1

Under the Securities Exchange Act of 1934

ASSISTED LIVING CONCEPTS, INC.
(NAME OF ISSUER)

COMMON STOCK
(TITLE OF CLASS OF SECURITIES)

04543L-10-9
(CUSIP NUMBER)

Wendy L. Simpson
Chief Financial Officer

LTC Properties, Inc.
300 Esplanade Drive, Suite 1860

Oxnard, California 93030
(805) 981-8646

(NAME, ADDRESS AND TELEPHONE NUMBER OF PERSON AUTHORIZED TO RECEIVE NOTICES AND COMMUNICATIONS)

    SEPTEMBER 28, 2001
(DATE OF EVENT WHICH REQUIRES FILING OF THIS STATEMENT)

    If the filing person has previously filed a statement on Schedule 13G to report the acquisition which is subject of this Schedule 13D, and is filing this schedule because of
Sections 240.13d-1(e), 240.13d-1(f) or 240.13d-1(g), check the following box. / /

    Note: Schedules filed in paper format shall include a signed original and five copies of the schedule, including all exhibits. See Rule 240.13d-7 for other parties to whom copies
are to be sent.

    *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 disclosures provided in a prior cover page.

    The information required on 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).

Schedule 13D

CUSIP No. 04543L-10-9

1.  Names of Reporting Persons.
S.S. or I.R.S. Identification No. of above person (entities only).

  LTC Properties, Inc.

2.  Check the Appropriate Box if a Member of a Group (See Instructions)
  (a)

  (b) X

3.  SEC Use Only

4.  Source of Funds (See Instructions)  WC

5.  Check if Disclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e)



6.  Citizenship or Place of Organization  Maryland

Number of  7.  Sole Voting Power  1,304,251
Shares  

Beneficially  8.  Shared Voting Power  -0-
Owned by Each  

Reporting  9.  Sole Dispositive Power  1,304,251
Person With  

  10.  Shared Dispositive Power  -0-

11.  Aggregate Amount Beneficially Owned by Each Reporting Person
1,304,251

12.  Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions)

13.  Percent of Class Represented by Amount in Row (11)  7.1%

14.  Type of Reporting Person (See Instructions)
  CO

Schedule 13D

CUSIP No. 04543L-10-9

1.  Names of Reporting Person.
S.S. or I.R.S. Identification No. of above person (entities only).

  LTC Healthcare, Inc.

2.  Check the Appropriate Box if a Member of a Group (See Instructions)
  (a)

  (b) X

3.  SEC Use Only

4.  Source of Funds (See Instructions)  WC

5.  Check if Disclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e)

6.  Citizenship or Place of Organization  Nevada

Number of  7.  Sole Voting Power  145,421
Shares  

Beneficially  8.  Shared Voting Power  -0-
Owned by Each  

Reporting  9.  Sole Dispositive Power  145,421
Person With  

  10.  Shared Dispositive Power  -0-

11.  Aggregate Amount Beneficially Owned by Each Reporting Person
145,421

12.  Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions)

13.  Percent of Class Represented by Amount in Row (11)  0.8%

14.  Type of Reporting Person (See Instructions)
  CO



Schedule 13D

CUSIP No. 04543L-10-9

1.  Names of Reporting Person.
S.S. or I.R.S. Identification No. of above person (entities only).

  Andre C. Dimitriadis

2.  Check the Appropriate Box if a Member of a Group (See Instructions)
  (a)

  (b) X

3.  SEC Use Only

4.  Source of Funds (See Instructions)  PF

5.  Check if Disclosure of Legal Proceedings Is Required Pursuant to Items 2(d) or 2(e)

6.  Citizenship or Place of Organization  United States

Number of  7.  Sole Voting Power  34,921
Shares  

Beneficially  8.  Shared Voting Power  -0-
Owned by Each  

Reporting  9.  Sole Dispositive Power  34,921
Person With  

  10.  Shared Dispositive Power  -0-

11.  Aggregate Amount Beneficially Owned by Each Reporting Person
34,921

12.  Check if the Aggregate Amount in Row (11) Excludes Certain Shares (See Instructions)

13.  Percent of Class Represented by Amount in Row (11)  0.2%

14.  Type of Reporting Person (See Instructions)
  IN

SCHEDULE 13D

ITEM 1. SECURITY AND ISSUER

    This Amendment No. 1 amends and supplements the Statement on Schedule 13D (the "Schedule 13D) relating to the common stock of Assisted Living Concepts, Inc., previously
filed by the following (each a "Reporting Person" and, collectively, the "Reporting Persons"): LTC Properties, Inc., a Maryland corporation, LTC Healthcare, Inc., a Nevada
corporation, and Andre C. Dimitriadis, an individual. James J. Pieczynski, an individual and a Reporting Person on the Schedule 13D, is no longer an executive officer or director of
LTC Properties or LTC Healthcare, and has accordingly been deleted as a Reporting Person on this Amendment.

    Terms used herein and not defined in this Amendment have the meaning set forth in the Schedule 13D. Except as specifically provided herein, this Amendment does not modify
any of the information previously reported on the Schedule 13D.

    Items 2, 4, 5, 6 and 7 of the Schedule 13D are hereby amended to add, delete or modify the following information:

ITEM 2. IDENTITY AND BACKGROUND

    Item 2 of the Schedule 13D is hereby amended to delete references to the identity and background of Mr. Pieczynski, who is no longer an executive officer or director of LTC
Properties or LTC Healthcare, and has accordingly been deleted as a Reporting Person on this Amendment. The names, business addressed and principal businesses of each of the
current directors and executive officers of LTC Properties and LTC Healthcare are set forth on Schedules I and II hereto, respectively, and incorporated by reference herein.

ITEM 4. PURPOSE OF TRANSACTION



    The Reporting Persons are members of the Committee of holders of the Issuer's outstanding 6% and 55/8% Debentures described in the Schedule 13D. On September 28, 2001,
members of the Committee, including the Reporting Persons, entered into that certain Plan Support Agreement with the Issuer and certain of the Issuer's subsidiaries and affiliates.
The description of the terms and conditions of the Plan Support Agreement set forth in this Amendment is qualified in its entirety by reference to the Plan Support Agreement, a
true, correct and complete copy of which is attached to and filed with this Amendment as Exhibit No. 2.

    The Plan Support Agreement provides for a plan of reorganization of the Issuer, to be implemented pursuant to a voluntary petition under Chapter 11 of the U.S. Bankruptcy
Code, to be filed by the Issuer on October 1, 2001. The Plan Support Agreement provides that, pursuant to and upon the effectiveness of such plan, the holders of the 6% and 55/8%
Debentures, including the Reporting Persons, will be entitled to receive a pro-rata share of certain senior and junior secured notes of the Issuer and 96% of the issued and
outstanding common stock of the reorganized Issuer.

ITEM 5. INTEREST IN SECURITIES OF THE ISSUER

    Item 5 is hereby amended to delete references to the beneficial ownership of Mr. Pieczynski, who has been deleted as a Reporting Person on this Amendment for the reasons set
forth in Item 2 of this Amendment.

ITEM 6. CONTRACTS, ARRANGEMENTS, UNDERSTANDINGS OR RELATIONSHIPS WITH RESPECT TO SECURITIES OF THE ISSUER

    Reporting Persons LTC Properties and LTC Healthcare are parties to the Plan Support Agreement described in Item 4. Reporting Person Mr. Dimitriadis is an executive officer
and director of both LTC Properties and LTC Healthcare. Mr. Pieczynski, a Reporting Person on the Schedule 13D, is no longer

an executive officer or director of LTC Properties or LTC Healthcare and is not a party to the Plan Support Agreement, and has accordingly been deleted as a Reporting Person on
this Amendment.

ITEM 7. MATERIAL TO BE FILED AS EXHIBITS

Exhibit No.

 

Description

1  Joint Filing Agreement

   
2  Plan Support Agreement, dated as of September 28, 2001, by and among Assisted Living Concepts, Inc., Carriage House Assisted Living, Inc., their

subsidiaries and affiliates named therein, and the holder of the debentures named therein.

SIGNATURES

    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.

   
Date:  October 3, 2001  LTC PROPERTIES, INC.,

a Maryland corporation

   
  /s/ WENDY L. SIMPSON   

Vice Chairman and
Chief Financial Officer

   
Date:  October 3, 2001  LTC HEALTHCARE, INC.,

a Nevada corporation

   
  /s/ WENDY L. SIMPSON   

Executive Vice President and
Chief Financial Officer

   
Date:  October 3, 2001  /s/ ANDRE C. DIMITRIADIS   

Andre C. Dimitriadis

   

SCHEDULE I
DIRECTORS AND EXECUTIVE OFFICERS

OF LTC PROPERTIES

Name and
Business Address

 

Position with LTC Properties

 

Present Principal Occupation



Andre C. Dimitriadis
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Chairman, Chief Executive Officer, President and
Director

 Executive officer of LTC Properties and LTC
Healthcare

     
Alex J. Chavez
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Senior Vice President and Treasurer  Executive officer of LTC Properties and LTC
Healthcare

     
Christopher T. Ishikawa
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Executive Vice President and Chief Investment Officer  Executive officer of LTC Properties and LTC
Healthcare

     
Julia L. Kopta
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Executive Vice President, General Counsel and
Corporate Secretary

 Executive officer of LTC Properties and LTC
Healthcare

     
Wendy L. Simpson
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Vice Chairman, Chief Financial Officer and Director  Executive officer of LTC Properties and LTC
Healthcare

     
Edmund C. King
4153 N. Dover
Provo, Utah 84604

 Director  General partner of Trouver Capital Partners, an
investment banking firm

     
Timothy J. Triche, M.D.
4650 Sunset Boulevard
Mail Stop No. 43
Los Angeles, CA 90027

 Director  Chairman of the Department of Pathology and
Laboratory Medicine, Childrens Hospital Los Angeles

     
Sam Yellen
22433 Oxnard Street
Woodland Hills, CA 91367

 Director  Self-employed business consultant

SCHEDULE II
DIRECTORS AND EXECUTIVE OFFICERS

OF LTC HEALTHCARE

Name and
Business Address

 

Position with LTC Properties

 

Present Principal Occupation

Andre C. Dimitriadis
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Chairman, Chief Executive Officer, President and
Director

 Executive officer of LTC Properties and LTC
Healthcare

     
Alex J. Chavez
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Senior Vice President and Treasurer  Executive officer of LTC Properties and LTC
Healthcare

     
Christopher T. Ishikawa
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Executive Vice President and Chief Investment Officer
and Director

 Executive officer of LTC Properties and LTC
Healthcare

     
Julia L. Kopta
300 Esplanade Drive, Suite 1860 Oxnard, CA 93030

 Executive Vice President, General Counsel and
Corporate Secretary

 Executive officer of LTC Properties and LTC
Healthcare

     
Wendy L. Simpson
300 Esplanade Drive, Suite 1860
Oxnard, CA 93030

 Executive Vice President and Chief Financial Officer  Executive officer of LTC Properties and LTC
Healthcare

     
Steven Stuart
1-8 Uchisaiwaicho 2-Chrome
Chiyoda-ku Tokyo, Japan 100-8501

 Director  Corporate Executive officer of Shinsei Bank, Ltd.

     
Bary G. Bailey
3120 Lake Center Drive

 Director  Executive Vice President and Chief Strategic Officer
of PacifiCare Health Systems, Inc.



Mail Stop LC01-354
Santa Ana, CA 92704
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EXHIBIT 1

JOINT FILING AGREEMENT

    This will confirm the agreement by and among all the undersigned that the Schedule 13D, and any amendments thereto with respect to the beneficial ownership by the
undersigned of shares of Assisted Living Concepts, Inc. is being filed on behalf of each of the undersigned. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together shall constitute one and the same instrument.

   
Date:  July 13, 2001  LTC PROPERTIES, INC.,

a Maryland corporation

   
  /s/ WENDY L. SIMPSON   

Vice Chairman and Chief Financial Officer

   
Date:  July 13, 2001  LTC HEALTHCARE, INC.,

a Nevada corporation

   
  /s/ WENDY L. SIMPSON   

Executive Vice President and
Chief Financial Officer

   
Date:  July 13, 2001   
  /s/ ANDRE C. DIMITRIADIS   

ANDRE C. DIMITRIADIS
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EXHIBIT 2

PLAN SUPPORT AGREEMENT

    This Plan Support Agreement ("Agreement"), dated as of September 28, 2001, is entered into by and among Assisted Living Concepts, Inc. ("ALC"), Carriage House Assisted
Living, Inc. ("Carriage House, and together with ALC, the "Company"), the undersigned subsidiaries and affiliates of ALC (the "Non-Filing Subsidiaries") and the undersigned
holders ("Consenting Holders") of the Company's $86,250,000, 6% Convertible Subordinated Debentures due 2002 (the "6% Notes") and $75,000,000, 5.625% Convertible
Subordinated Debentures due 2003 (the "5.625% Notes," and collectively with the 6% Notes, the "Notes").

    WHEREAS, pursuant to an Indenture dated as of October 24, 1997 (the "6% Notes Indenture"), ALC issued the 6% Notes;

    WHEREAS, pursuant to an Indenture dated as of April 13, 1998 (the "5.625% Notes Indenture," and collectively with the "6% Notes Indenture," the "Indentures"), ALC issued
the 6% Notes;

    WHEREAS each Consenting Holder is a direct holder of the Notes or is an investment manager or advisor for certain discretionary accounts that are holders or beneficial owners
of the Notes, in either case in the principal amount set forth on the signature page hereto with respect to such Consenting Holder;

    WHEREAS, certain of the Consenting Holders have formed an ad hoc committee for the purpose of negotiating with the Company (the "Noteholders Committee") and have
engaged Milbank, Tweed, Hadley & McCloy LLP ("Milbank") as legal counsel and Chanin Capital Partners ("Chanin") as financial advisors;

    WHEREAS, the Company and the Noteholders Committee have engaged in good faith negotiations with the objective of reaching an agreement with regard to a financial
reorganization of the Company;

    WHEREAS, the Company and the Consenting Holders now desire to implement a financial restructuring of the Company on the terms set forth in this Agreement and in the Term
Sheet ("Term Sheet") attached hereto as Schedule 1 (the "Financial Restructuring");

    WHEREAS, in order to implement the Financial Restructuring, the Company has determined: (i) to commence cases for the Company (collectively, the "Chapter 11 Cases")
under chapter 11 of the United States Bankruptcy Code (the "Bankruptcy Code") in the United States Bankruptcy Court for the District of Delaware or another district acceptable to
the Company and the Committee (the "Bankruptcy Court"); (ii) to prepare and file in the Chapter 11 Cases concurrently with their commencement a plan of reorganization (the
"Plan") and accompanying disclosure statement (the "Disclosure Statement") for the purpose of implementing the Financial Restructuring in accordance with this Agreement and
the Term Sheet; and (iii) to have the Disclosure Statement approved and Plan confirmed by the Bankruptcy Court in accordance with the timetable provided herein; and

    WHEREAS, ALC has (or, as of the date the Chapter 11 Cases are commenced (the "Petition Date") will have) obtained from T and F Properties, L.P., Health Care
Properties, Inc., Transatlantic Capital LLC and Heller Healthcare Financial waivers with respect to any defaults that will exist as of the Petition Date under their contracts or leases
with the Non-Filing Subsidiaries, or that will arise as a result of the commencement of the Chapter 11 Cases, and the Company represents and warrants that no other material
defaults will arise under contracts or leases of the Non-Filing Subsidiaries as a result of the commencement of the Chapter 11 Cases;

    WHEREAS, as a result of having obtained said waivers or releases, the Non-Filing Subsidiaries will not commence chapter 11 cases;

    WHEREAS, each of the Consenting Holders is prepared to commit to vote its claims (as defined in the Bankruptcy Code) arising under the Notes held by such Consenting
Holder (for each such Consenting Holder, the "Note Claims") and the amount of any other claim(s) against the Company that any Consenting Holder may hold, as of the Petition
Date, in a capacity other than as a holder of Notes, to accept the Plan, subject to the terms and conditions of this Agreement and the Term Sheet;

    NOW, THEREFORE, in consideration of the premises and the mutual covenants and agreements set forth herein, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Company, the Non-Filing Subsidiaries and the Consenting Holders agree as follows:

    1.  Restriction on Transfer. Each Consenting Holder agrees that, so long as this Agreement has not been terminated in accordance with Paragraph 7 hereof, it will not sell, transfer
or assign any of its Notes or Note Claims unless the transferee thereof agrees in writing to be bound by all the terms of this Agreement (the "Transferee Agreement"). The
Consenting Holder shall deliver the Transferee Agreement to the Company within five business days after the sale, transfer or assignment, as appropriate, of any of its Notes or Note
Claims. The provisions of this paragraph are for the benefit of the Company and each Consenting Holder. Any failure by LTC Healthcare, Inc., LTC Properties, Inc., or National
Health Investors, Inc. to obtain and deliver to the Company a Transferee Agreement in connection with any transfer of Notes or Note Claims by such entity shall render such
transfer null and void.

    2.  Preparation of Restructuring Documents. As set forth in the Term Sheet, the Company shall deliver to the Consenting Holders for their review and approval the Plan, the
Disclosure Statement, any motions that the Company intends to file and have heard by the Bankruptcy Court within the first days following the commencement of the Chapter 11
Cases, the Bankruptcy Court orders to be prepared in connection therewith, and all other documents or agreements to be executed or implemented in connection therewith, or
otherwise contemplated by, the Financial Restructuring, each of which documents and agreements shall be consistent in all material respects with this Agreement and the Term
Sheet (collectively, the "Restructuring Documents"). The Company shall coordinate with the Consenting Holders in preparing the Restructuring Documents and shall afford
Milbank a reasonable opportunity to review and comment upon the Restructuring Documents prior to their filing with the Bankruptcy Court (as further described in the Term
Sheet). The Company and the Consenting Holders agree that (a) the negotiation of this Agreement and the attached Term Sheet, and (b) the delivery of any information by the
Company to the Consenting Holders in connection with this Agreement and the attached Term Sheet are not intended by the Company to be a solicitation of the Consenting Holders'
approval of any plan of reorganization within the meaning of Section 1125 of the Bankruptcy Code. The Company and the Consenting Holders further agree that this Agreement is
not a financial accommodation contract that would be unenforceable under Section 365(c)(2) of the Bankruptcy Code, and each agrees not to take any contrary position in the
Chapter 11 Cases.

    3.  Covenants Regarding Timetable. The Company and the Consenting Holders, as applicable, each agree that it will take all reasonable steps necessary and desirable to adhere to
the timetable set forth in the Term Sheet for the delivery of documents, the commencement of the Chapter 11 Cases, the filing of the Plan and Disclosure Statement, the scheduling
of hearings to approve the Disclosure Statement and confirm the Plan and the occurrence of the Effective Date of the Plan.

    4.  Certain Other Covenants. The Company and the Non-Filing Subsidiaries agree that they shall take all reasonable steps necessary and desirable to obtain any and all required
regulatory and/or third party approvals for the Financial Restructuring.

    5.  Voting. Provided that no Agreement Termination Event (as defined below) has occurred each Consenting Holder agrees that it shall timely vote (or shall cause or instruct any
custodial agent to so vote) its Note Claims, and any other claims against the Company that it might possess, to accept the Plan and shall not revoke or withdraw such vote.



    6.  Support of the Financial Restructuring; Additional Covenants. As long as this Agreement has not been terminated in accordance with Paragraph 7 hereof, the Company will
take all necessary and appropriate actions to achieve confirmation of the Plan, including, upon approval of the Disclosure Statement by the Bankruptcy Court, recommending to the
holders of claims and interests impaired under the Plan that they vote to approve the Plan. As long as this Agreement has not been terminated in accordance with Paragraph 7 hereof,
neither the Company nor any Consenting Holder will (a) object to confirmation of the Plan or otherwise commence or support in any way any proceeding to oppose or alter the Plan
or any of the Restructuring Documents in any way inconsistent with this Agreement or the Term Sheet; (b) vote for, support or participate in the formulation of any plan of
reorganization or liquidation for the Company or any of the Non-Filing Subsidiaries other than the Plan; (c) seek, solicit, support or encourage any plan other than the Plan, or any
sale, proposal or offer of dissolution, winding up, liquidation, reorganization, merger or restructuring of the Company or any of the Non-Filing Subsidiaries; (d) object to the
Disclosure Statement or the solicitation of consents to the Plan; or (e) take any other action that is inconsistent with or be in derogation of this Agreement, the Term Sheet or the
Plan or that would delay confirmation of the Plan. Notwithstanding the foregoing or anything else in this Agreement to the contrary, no Consenting Holder shall be barred from
objecting to (x) approval of the Disclosure Statement if such Disclosure Statement contains a material misstatement or omission or fails to contain adequate information for the
purposes of Bankruptcy Code Section 1125 or other applicable law, or (y) confirmation of the Plan, or approval, execution or implementation of any Restructuring Document, if
such Plan or Restructuring Document contains terms that are materially inconsistent with this Agreement or the Term Sheet. In addition, except as expressly provided herein,
nothing herein is intended to, or does, in any manner, waive, limit, impair, or restrict the ability of any Consenting Holder to take steps to preserve and assert its claims against the
Company.

    7.  Termination of Agreement. This Agreement shall terminate automatically upon the occurrence of any "Agreement Termination Event" (as hereinafter defined), unless the
occurrence of such Agreement Termination Event is waived in writing by the Consenting Holders. If any Agreement Termination Event occurs (and has not been so waived) at the
time when permission of the Bankruptcy Court shall be required for the Consenting Holders to change or withdraw (or cause to be changed or withdrawn) their votes to accept the
Plan, neither the Company or the Non-Filing Subsidiaries shall oppose any attempt by any of the Consenting Holders to change or withdraw (or cause to be changed or withdrawn)
such votes at such time. Upon the occurrence of an Agreement Termination Event, each Consenting Holder, the Company and each Non-Filing Subsidiary shall have all rights that
are available to it under the Notes, the Indentures, applicable law or otherwise, including, without limitation, the right to take action on account of any then existing default under
the Notes or Indentures.

    An "Agreement Termination Event" shall mean any of the following:

    (a) The Chapter 11 Cases to implement the Financial Restructuring are not commenced in accordance with the timetable contained in the Term Sheet;

    (b) The Company does not, upon commencement of the Chapter 11 Cases, request that the Bankruptcy Court schedule hearings to: (1) approve the disclosure statement by
no later than 30 days after the Petition Date; and (2) confirm the plan by no later than 75 days after the Petition Date;

    (c) All of the members of the Noteholders Committee as of the date of this Agreement (the "Initial Consenting Holders") provide written notice (a "Termination Notice")
to the Company that the Plan or any of the Restructuring Documents as filed by the Company or approved in the Chapter 11 Cases contains any term that is inconsistent in
any material respect with the Financial Restructuring contemplated by and provided for in this Agreement or the Term Sheet, or has been modified, amended or replaced in
any respect that makes it inconsistent in any material respect with this Agreement or the Term Sheet; provided, however, that no Agreement Termination Event shall occur if,
within 5 business days of delivery of a Termination Notice, the Company cures any such inconsistencies to the satisfaction of the Initial Consenting Holders;

    (d) The Effective Date of the Plan has not occurred on or before February 28, 2002;

    (e) The Company or any Initial Consenting Holder breaches any other provision of this Agreement;

    (f)  The Chapter 11 Case of the Company is converted to a case under chapter 7 of the Bankruptcy Code;

    (g) A chapter 11 trustee is appointed in the Chapter 11 Case;

    (h) The Company suffers an Event of Default under the DIP Facility and such Event of Default has not been waived or cured in accordance with the terms of the DIP
Facility;

    (i)  Any (a) written representation or warranty by the Company or its advisors, (b) representation or warranty by Jim Nicol, Drew Miller or Sandra Campbell, or
(c) representation or warranty by any members of the Company's Board of Directors in meetings between the Company, the Board of Directors and the Noteholders
Committee, in all cases made to the Noteholders Committee or its representatives, or in connection with this Agreement or the Term Sheet (including without limitation
representations relating to the Company's financial performance), is false or misleading in any material respect when made; or

    (j)  A material adverse change occurs or is discovered with respect to the assets, liabilities, business operations or financial condition of the Company or any of the Non-
Filing Subsidiaries after the date of this Agreement, but not including, however, any material adverse change that occurs solely by reason of the filing of the Chapter 11
Case.

    8.  Specific Performance. It is understood and agreed by each of the parties hereto that money damages would not be a sufficient remedy for any breach of this Agreement by any
party and each non-breaching party shall be entitled, in addition to any other remedies, to the remedy of specific performance and injunctive or other equitable relief as a remedy for
any such breach, without the necessity of securing or posting a bond or other security in connection with such equitable relief.

    9.  Good Faith Negotiation of Restructuring Documents. The Company and each Consenting Holder covenants and agrees to negotiate in good faith the Restructuring
Documents, which the Company covenants will be, in all material respects, consistent with this Agreement and the Term Sheet.

    10. Representations and Warranties. The Company and each Non-Filing Subsidiary, on the one hand, and each of the Consenting Holders, on the other, represents and warrants to
the other that the following statements are true, correct and complete as of the date hereof:

    (a) Corporate Power and Authority. It has all requisite power and authority to enter into this Agreement and to carry out the transactions contemplated by, and perform its
respective obligations under, this Agreement;

    (b) Authorization. The execution and delivery of this Agreement and the performance of its obligations hereunder have been duly authorized by all necessary action on its
part, and the Company and each of the Non-Filing Subsidiaries further represents that the Financial Restructuring, this Agreement and the attached Term Sheet have been
approved in writing by the Boards of Directors or similar governing bodies of the Company and the Non-Filing Subsidiaries;

    (c) No Conflicts. The execution, delivery and performance by it of this Agreement do not and shall not (i) violate any provision of law, rule or regulation applicable to it or
any of its subsidiaries or its certificate of incorporation or by-laws or partnership agreements or those of any of its subsidiaries or (ii) conflict with, result in a breach of or
constitute (with due notice or lapse of time or both) a default under any material contractual obligation to which it or any of its subsidiaries is a party or under its certificate



of incorporation or by-laws and which has not been waived as of the date hereof; except however that the filing of the Chapter 11 Cases, and the implementation of the
Financial Restructuring, may constitute events of default under certain of the Company's contracts.

    (d) Governmental Consents. The execution, delivery and performance by it of this Agreement do not and shall not require any registration or filing with, consent or
approval of, or notice to, or other action to, with or by, any Federal, state or other governmental authority or regulatory body, except such filings as may be necessary and/or
required for disclosure by the Securities and Exchange Commission, in connection with the commencement of the Chapter 11 Cases and the approval of the Disclosure
Statement and confirmation of the Plan; and

    (e) Binding Obligation. This Agreement is the legally valid and binding obligation of it, enforceable against it in accordance with its terms, except as enforcement may be
limited by bankruptcy, insolvency, reorganization, moratorium or other similar laws relating to or limiting creditors' rights generally or by equitable principles relating to
enforceability.

    11. Employment, Consulting and Other Contracts. The Company shall not enter into or assume (as that term is used in Section 365 of the Bankruptcy Code) any employment,
consulting or similar contracts ("Employment Contracts") without the prior agreement of the Noteholders Committee; provided, however, that the Company shall be permitted to
enter into or assume any Employment Contract the term of which is not more than six months and that provides for aggregate compensation of not more than $50,000.

    12. Further Acquisition of Securities. This Agreement shall in no way be construed to preclude any of the Consenting Holders from acquiring additional Notes. However, any and
all rights and claims obtained by a Consenting Holder with respect to, on account of or pursuant to any subsequently acquired Notes shall automatically be deemed to be Note
Claims and to be subject to the terms of, and the obligations of such Consenting Holder under, this Agreement and the Term Sheet.

    13. Effectiveness; Amendments. This Agreement shall not become effective and binding on the parties hereto unless and until counterpart signature pages to this Agreement have
been executed and delivered by the Company, the Non-Filing Subsidiaries and the undersigned Consenting Holders. Once effective, this Agreement may not be modified, amended
or supplemented except in writing signed by the Company, the Non-Filing Subsidiaries and the undersigned Consenting Holder.

    14. Disclosure of Individual Holdings. Prior to the commencement by the Company of the Chapter 11 Cases, and unless required by applicable law or regulation, neither the
Company nor the Non-Filing Subsidiaries or their respective representatives shall disclose the holdings of Note Claims of any of the Consenting Holders without the prior written
consent of such Consenting Holder. If disclosure is so required by law or regulation, the Company and the Non-Filing Subsidiaries shall afford each of the Consenting Holders a
reasonable opportunity to review and comment upon any such disclosure prior to the making such disclosure. The foregoing shall not prohibit the Company from disclosing the
approximate aggregate holdings of Notes of all Consenting Holders.

    15. Accredited Investors. Each Consenting Holder represents that (a) it is a sophisticated investor with respect to the transactions described herein with sufficient knowledge and
experience in owning and investing in securities similar to the Notes held by such Consenting Holder to evaluate properly the transactions contemplated by this Agreement and it
has made its own analysis and decision to enter in this Agreement; and (b) it is an "accredited investor" within the meaning of Section 2(a)(15) of the Securities Act of 1933, as
amended, and the rules and regulations promulgated thereunder.

    16. Impact of Appointment to Creditors Committee. Notwithstanding anything herein to the contrary, in the event that any Consenting Holder is appointed to and serves on a
committee of creditors in the Company's Chapter 11 Cases, the terms of this Agreement shall not be construed so as to limit such Consenting Holder's exercise, in its sole discretion,
of its fiduciary duties, if any, to any person or entity arising from its service on such committee, and any such exercise of such fiduciary duties shall not be deemed to constitute a
breach of the terms of this Agreement; provided, however, that the fact of such service on such committee (a) shall not otherwise affect the continuing validity or enforceability of
this Agreement and (b) shall not modify or limit the obligations of such individual Consenting Holder to vote its Subject Claims to accept the Plan, provided that no Agreement
Termination Event has occurred and this Agreement remains in effect.

    17. Official Unsecured Creditors Committee. In conjunction with the Chapter 11 Case and pursuant to either Sections 1102(a)(1) or (a)(2) of the Bankruptcy Code, the Company
shall support the appointment of an official committee comprised of Consenting Holders and such other holders of unsecured claims as may be appointed by the Office of United
States Trustee (the "Official Committee"). The Official Committee shall, subject to compliance with the applicable provisions of the Bankruptcy Code, be entitled to retain Milbank
and Chanin to represent the Official Committee and assist in the prosecution of the Plan and related matters. In the event that the Official Committee does not retain Milbank or
Chanin, the Company shall actively support the approval, under Section 503(b) of the Bankruptcy Code, of the payment of the reasonable costs and fees incurred by Milbank and
Chanin on behalf of the Noteholders Committee.

    18. Governing Law; Jurisdiction. This Agreement shall be governed by and construed in accordance with the internal laws of the State of Oregon without regard to any conflicts
of law provision that would require the application of the law of any other jurisdiction. By its execution and delivery of this Agreement, each of the parties hereto hereby
irrevocably and unconditionally agrees for itself that any legal action, suit or proceeding against it with respect to any matter under or arising out of or in connection with this
Agreement or for recognition or enforcement of any judgment rendered in any such action, suit or proceeding, may be brought in the U. S. District Court sitting in Portland Oregon.
By execution and delivery of this Agreement, each of the parties hereto hereby irrevocably accepts and submits itself to the nonexclusive jurisdiction of such court, generally and
unconditionally, with respect to any such action, suit or proceeding. Notwithstanding the foregoing consent to jurisdiction, upon the commencement of the Company's Chapter 11
Case, each of the parties hereto hereby agrees that the Bankruptcy Court shall have exclusive jurisdiction of all matters arising out of or in connection with this Agreement.

    19. Fees and Expenses. The Company shall perform and shall not terminate its fee agreements with Milbank and Chanin except as otherwise provided in the applicable
engagement agreements. Five (5) business days prior to the date that the Company commences the Chapter 11 Cases, the Company shall pay in full any outstanding bills, plus an
estimate of unbilled fees and costs up to the filing of the voluntary chapter 11 petition, of Milbank and Chanin; provided that Milbank's invoice(s) shall be accompanied by a written
(or electronic) confirmation from Milbank that the Consenting Holders have approved payment of such invoice. Such confirmation shall simultaneously be delivered to the
Consenting Holders. If any party brings an action against any other party based upon a breach by such other party of its obligations under this paragraph, the prevailing party shall
be entitled to all reasonable expenses incurred, including reasonable attorneys', accountants' and financial advisors' fees in connection with such action.

    20. Notices. All notices and consents hereunder shall be in writing and shall be deemed to have been duly given if personally delivered by courier service, messenger, or telecopy,
or initially deposited in the mails, by certified or registered mail, postage prepaid return receipt requested, to the following

addresses, or such other addresses as may be furnished hereafter by notice in writing, to the following parties:

(a)  if to the Company, to:
Assisted Living Concepts, Inc.
11835 NE GlennWiding Drive, Building E
Portland, Oregon 97220-9057
Fax: (503) 252-6233
Attention: Wm. James Nicol



   
  With a copy (which shall not constitute service) to:

Latham & Watkins
633 West Fifth Street
Los Angeles, California 90071
Fax: (213) 891-8763
Attention: Robert A. Klyman

   
(b)  if to any Consenting Holder, to such Consenting Holder at the address and fax number

shown for such holder on the applicable signature page hereto, to the attention of the person
who has signed this Agreement on behalf of such holder,

   
  With a copy to:

Milbank, Tweed, Hadley & McCloy LLP
601 S. Figueroa St., 30th Floor
Los Angeles, CA 90017
Fax: (213) 629-5063
Attention: Thomas R. Kreller, Esq.
Attention: David B. Zolkin, Esq.

    21. Survival. Notwithstanding the sale of its Note Claims in accordance with Paragraph 1 hereof or the termination of the Consenting Holders' obligations hereunder in
accordance with Paragraph 7 hereof, the Company and the Non-Filing Subsidiaries' obligations and agreements set forth in Paragraphs 8, 14, 18, 19, 22 and 32 hereof shall survive
such termination and shall continue in full force and effect.

    22. Reservation of Rights. This Agreement and the Term Sheet are part of a proposed settlement of a dispute among the parties hereto. Except as expressly provided in this
Agreement and the Term Sheet: (a) nothing herein is intended to, or does, in any manner waive, limit, impair or restrict the ability of the Company, the Non-Filing Subsidiaries each
Consenting Holder and any trustee under the Notes and Indentures to protect and preserve its rights, remedies and interests, including without limitation, its claims against the other;
and (b) nothing contained herein effects a modification of the rights of the Company, the Non-Filing Subsidiaries and the Consenting Holders or any trustee under the Notes and
Indentures, unless and until the Plan is confirmed and the Financial Restructuring becomes effective. If the transactions contemplated herein are not consummated, or if this
Agreement is terminated for any reason, the parties hereto fully reserve any and all of their rights. Pursuant to Federal Rule of Evidence 408 and any applicable state rules of
evidence, this Agreement and all negotiations relating thereto shall not be admissible into evidence in any proceeding other than a proceeding to enforce its terms.

    23. Representation by Counsel. Each party hereto acknowledges that it has been represented by counsel in connection with this Agreement and the transactions contemplated by
this Agreement. Accordingly, any rule of law or any legal decision that would provide any party hereto with a defense to the enforcement of the terms of this Agreement against
such party based upon lack of legal counsel, shall have no application and is expressly waived.

    24. Consideration. It is hereby acknowledged by the parties hereto that, other than the Company's and the Non-Filing Subsidiaries' agreements, covenants, representations and
warranties, as more particularly set forth herein and in the Term Sheet, no consideration shall be due or paid to the Consenting Holders for their agreement to vote to accept the Plan
in accordance with the terms and conditions of this Agreement.

    25. Acknowledgment. This Agreement is not and shall not be deemed to be a solicitation for the tender or exchange of the Notes, a solicitation for waivers to the Notes or the
Indenture, or a solicitation for consents to the Plan. The acceptance of the Consenting Holders will not be solicited until such Parties have received the Disclosure Statement and
related ballots, as approved by the Bankruptcy Court.

    26. Headings. The headings of the paragraphs and subparagraphs of this Agreement are inserted for convenience only and shall not affect the interpretation hereof.

    27. Successors and Assigns. This Agreement is intended to bind and inure to the benefit of the parties and their respective successors, assigns, heirs, executors, administrators and
representatives.

    28. Several, Not Joint, Obligations. The agreements, representations and obligations of the Consenting Holders under this Agreement and the Term Sheet are, in all respects,
several and not joint.

    29. Prior Negotiations. This Agreement and the Term Sheet constitute the entire agreement and understanding between the parties hereto and supersede all prior discussions,
agreements and undertakings, written or oral, of any kind and every nature, with respect to the subject matter hereof. Each party to this Agreement represents that it has read this
Agreement and the Term Sheet and has had the terms used herein and the consequences hereof explained to it by legal counsel.

    30. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original and all of which shall constitute one and the same

    31. Agreement. Delivery of an executed counterpart of a signature page to this Agreement by facsimile transmission shall be effective as delivery of a manually executed
counterpart thereof.

    32. No Third-Party Beneficiaries. Unless expressly stated herein, this Agreement shall be solely for the benefit of the parties hereto, and no other person or entity shall be a third
party beneficiary hereof.

IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be executed and delivered by its duly authorized officer as of the date first above written.

     
THE COMPANY    

     
ASSISTED LIVING CONCEPTS, INC.  CARRIAGE HOUSE ASSISTED LIVING, INC.

     
By:   By:  



   
Name:  Name:
Title:  Title:

     
THE NON-FILING SUBSIDIARIES    

     
ALC IOWA, INC.  [LIST TO BE CONFIRMED]

ALC MCKINNEY PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC NEBRASKA, INC.  ALC NEW JERSEY, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC OHIO, INC.  ALC PARIS PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC PENNSYLVANIA, INC.  ALC PLANO PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ASSISTED LIVING CONCEPTS SERVICES, INC.  DMG NEW JERSEY ALC, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
DMG OREGON ALC, INC.  DMG TEXAS ALC PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     

HOME AND COMMUNITY CARE, INC.  TEXAS ALC PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC FLORIDA, INC.  ALC NEVADA MCKINNEY, INC.

     
By:   By:  
   



Name:  Name:
Title:  Title:

     
ALC NEVADA PARIS, INC.  ALC NEVADA PLANO, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC TEXAS MCKINNEY, INC.  ALC TEXAS PARIS, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALC TEXAS PLANO, INC.  ALCH NEVADA, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALCH TEXAS, INC.  ALCH TEXAS PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALFH NEVADA, INC.  ALFH TEXAS, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
ALFH TEXAS PARTNERS, LP  DMG NEVADA ALC, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     

DMG TEXAS ALC, INC.  ELDER CARE HOME HEALTH SERVICES INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
NEVADA ALC, INC.  NEVADA ALF, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
PACESETTER CAPITAL, INC.  PACESETTER HOME CARE GROUP, INC.



     
By:   By:  
   
Name:  Name:
Title:  Title:

     
PACESETTER HOME HEALTH CARE, INC.  PACESETTER HOME HEALTH CARE OF BLOOMINGTON, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
PACESETTER HOME HEALTH CARE OF MADISON, INC.  PACESETTER HOSPICE, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
PRIME HOME CARE, INC.  TEXAS ALC, INC.

     
By:   By:  
   
Name:  Name:
Title:  Title:

     
TEXAS ALF, INC.  ALF PARTNERS, LP

     
By:   By:  
   
Name:  Name:
Title:  Title:

     

THE CONSENTING HOLDERS    

     
LTC HEALTHCARE, INC.  LTC PROPERTIES, INC.

     
By:   By:  
 

Andre C. Dimitriadis
Chairman and Chief Executive Officer

  
Andre C. Dimitriadis
Chairman and Chief Executive Officer

     
 Address:

300 Esplanade Dr., #1860
Oxnard, California 93030
Fax:

  Address:
300 Esplanade Dr., #1860
Oxnard, California 93030
Fax:

     
Principal amount of  Principal amount of

     
6% Notes:            $  6% Notes:            $
5.625% Notes:     $  5.625% Notes:     $

SUN TRUST EQUITABLE SECURITIES
FOR THE ACCOUNT OF NATIONAL
HEALTH INVESTORS, INC.

By:  
 



W. Andrew Adams
President & CEO

 Address:
National Health Investors, Inc.
100 Vine Street, Suite 1400
Oxnard, California
93030 Fax: (615) 890-0123

Principal amount of

6% Notes:           $
5.625% Notes:    $

DEEPHAVEN CAPITAL MANAGEMENT

By:  
 

Shawn Bergerson
Senior Vice President

 Address:
130 Cheshire Lane, Suite 102
100 Vine Street, Suite 1400 Minnetonka, Minnesota
55305 Fax: (952) 249-5563

Principal amount of

6% Notes:           $
5.625% Notes:    $
     

     
JMG CAPITAL PARTNERS  TRITON CAPITAL INVESTMENTS, LTD

     
By:   By:  
   
 Jonathan Glaser   Jonathan Glaser
 Managing Member   Managing Member

 Address:
1999 Avenue of the Stars, Suite 2530
Los Angeles, California 90067
Fax: (310) 201-2759

  Address:
1999 Avenue of the Stars, Suite 2530
Los Angeles, California 90067
Fax: (310) 201-2759

     
Principal amount of  Principal amount of

6% Notes:           $  6% Notes:           $
5.625% Notes:    $  5.625% Notes:    $

JMG CAPITAL MANAGEMENT MONEY
PURCHASE PENSION PLAN

By:  
 

Jonathan Glaser
Managing Member

 Address:
1999 Avenue of the Stars, Suite 2530
Los Angeles, California 90067
Fax: (310) 201-2759

Principal amount of

6% Notes:           $
5.625% Notes:    $

Insider Holders

SCHEDULE 1



TERM SHEET

September 28, 2001

INTRODUCTION

    The members (the "Noteholders") of the unofficial committee (the "Committee") of holders of the $86,250,000, 6% Convertible Subordinated Debentures due 2002 (the "6%
Notes") issued by Assisted Living Concepts, Inc. ("Company" or the "Debtor") pursuant to that Indenture dated as of October 24, 1997 (the "6% Notes Indenture"), and the
$75,000,000, 5.625% Convertible Subordinated Debentures due 2003 (the "5.625% Notes," and collectively with the 6% Notes, "Notes") issued by the Company pursuant to that
Indenture dated as of April 13, 1998 (the "5.625% Notes Indenture," and collectively with the "6% Notes Indenture," the "Indentures"), as identified in Exhibit 1 hereto, will agree
to support a restructuring transaction (the "Transaction") for Company and those subsidiaries identified below ("Subsidiaries"; from time to time referred to collectively with the
Company as the "Debtors") that incorporates the terms set forth below.

    The terms discussed herein are part of a comprehensive compromise, each element of which is consideration for the other elements and an integral aspect of the proposed
restructuring. This Term Sheet is proffered in the nature of a settlement proposal in furtherance of settlement discussions, and is intended to be entitled to protection from any use or
disclosure to any party or person pursuant to Federal Rule of Evidence 408, California Evidence Code Section 1152, and any other applicable statutes or doctrines protecting the use
or disclosure of confidential information and information exchanged in the context of settlement discussions. Notwithstanding the foregoing, should Company, its Subsidiaries and
the Noteholders successfully negotiate a formal Lock-Up Agreement (the "Agreement"), this Term Sheet shall be incorporated in, form a part of and be subject to the terms and
conditions set forth in the Agreement.

TREATMENT OF CLAIMS AND INTERESTS

    The Transaction will be consummated by means of the filing of chapter 11 bankruptcy cases before a bankruptcy court in the District of Delaware or other district acceptable to
the Company and the Committee, and the confirmation of a plan of reorganization that sets forth the Transaction. The Transaction will provide treatment for claims against and
interests in Company and Subsidiaries, including the issuance of new securities, and certain other terms generally as described below. Unless otherwise set forth herein, each class
of claims will be satisfied in full by the delivery of the consideration described below upon consummation of the Transaction (the "Effective Date").

    The Company will commence chapter 11 cases by filing or by causing the filing of voluntary petitions for relief under chapter 11 of the Bankruptcy Code for at least the
following entities by no later than October 1, 2001 (the "Petition Date"): (1) the Company, (2) Carriage House Assisting Living, Inc., and (3) any other Subsidiary whose creditors
have not waived all defaults existing as of the Petition Date under contracts or leases or that will arise as a result of the bankruptcy of the Company or a Subsidiary. The bankruptcy
petitions shall be filed with a draft disclosure statement and a draft plan of reorganization that are acceptable to the Committee. Upon filing, the Company shall promptly request
that the bankruptcy court schedule hearings to: (1) approve the disclosure statement no later than 30 days after the Petition Date, and (2) confirm the plan by no later than 75 days
after the Petition Date. The parties will use their best efforts to ensure that the Effective Date occurs on or before January 31, 2002.

TREATMENT OF CLAIMS  1.
 Mortgage Debt  The Company and Committee shall jointly examine the existing mortgage debt on a case by case basis. The Company shall

consult with the Committee to determine which mortgage debt should be impaired, unimpaired or refinanced.
 

Heller Debt  Subject to the terms set forth below, the debt owed to Heller Healthcare Financing Inc. ("Heller") shall be either (a) refinanced
upon exit from bankruptcy pursuant to terms agreeable to the Committee or (b) amended or modified, in a manner agreeable to
the Committee, through a plan of reorganization. The Committee agrees that such post-petition DIP financing shall not exceed
$43.5 million, with $23.5 million to be earmarked to finance the Company's acquisition of the Meditrust properties; provided,
however that if the Company does not acquire the Meditrust properties, the DIP financing shall not exceed $20 million. In
addition, this Term Sheet and the Agreement are expressly conditioned on the execution of a term sheet agreement between the
Company and Heller for the provision by Heller of DIP financing on terms no less favorable to the Company as those terms
contained in the Heller draft term sheet dated September 28, 2001.

 
Oregon Trust Deed Notes Washington
Revenue Bonds Idaho Revenue Bonds
Ohio Revenue Bonds

 The Company and its Subsidiaries will use commercially reasonable efforts to ensure that no letters of credit ("L/C") are drawn
down in their entirety ("L/C Draw") by or on behalf of holders of or the representatives of holders of housing bonds ("Housing
Bonds") that have been issued by or for the benefit of the Company or its Subsidiaries. With respect to each issue of Housing
Bonds, in the event that an L/C Draw does not occur, such Housing Bonds shall remain unimpaired by the Transaction, and debt
service will continue to be paid on such Housing Bond obligations in the ordinary course of business. Should an L/C Draw
occur, any remaining secured debt associated with the L/C Draw shall be either refinanced on terms agreeable to the Committee
or amended or modified, in a manner agreeable to the Committee.

 
General Unsecured Claims  Except as set forth below, on the Effective Date, holders of allowed general unsecured claims against the Debtors, including

allowed general unsecured claims arising from the Notes and from the Debtors' rejection of executory contracts and unexpired
leases, shall receive, on a pro rata basis, a combination of new issues of senior secured notes ("New Senior Secured Notes"),
junior secured notes ("New Junior Secured Notes" and, collectively with the New Senior Secured Notes, "New Notes") and
common stock ("New Common Stock") of the restructured Company ("Newco").

 
Trade Claims  Unsecured trade debt will not be impaired and will be paid in the ordinary course of business.

 
Old Equity  Holders of existing equity of the Company ("Old Equity") shall exchange their Old Equity for New Common Stock

representing 4% of the equity of Newco.
 

   

THE NEW NOTES AND NEW COMMON
STOCK

  

 New Senior Secured Notes   
 

Principal Amount  $40,250,000
 

Collateral  Senior security interest in the collateral pledged for the benefit of the holders of New Notes (the "Note Collateral"), consisting
of:



    (a) a first priority security interest in each assisted living facility owned by the Company or any of its
Subsidiaries that is presently unencumbered;

    (b) a first priority security interest in each assisted living facility owned by the Company or any of its
Subsidiaries that becomes unencumbered before or as of the Effective Date; and

    (c) to the extent the Note Collateral has a fair market value (as calculated below) of less than $75 million, a
junior security interest in all of Heller's collateral (as defined in that certain exit financing term sheet
between the Company and Heller, dated September 28, 2001), junior only to Heller's senior security
interests therein, sufficient such that the Note Collateral has a fair market value of at least $75 million.

  For purposes of valuing the Note Collateral, fair market value shall be derived using a 6.5x EBITDA multiple
with a minimum value for any facility that constitutes part of the Note Collateral of $10,000/unit.

 Maturity  Seven years from the Effective Date.
 Interest Rate  10.00% per annum cash pay, payable semi-annually in arrears.
 Amortization  None.
 Mandatory Redemption  Newco will redeem the New Senior Secured Notes in whole or in part (on a pro rata basis or by pro rata offer) in

cash with the net proceeds from sales of Note Collateral.
 Optional Redemptions  Newco must offer to purchase the New Senior Secured Notes in whole or in part (on a pro rata basis) in cash,

with net proceeds of sales of assets other than Note Collateral and Heller collateral, and from net proceeds of
refinancings of Note Collateral or other borrowings. In addition Newco, at its option, can redeem all the New
Senior Secured Notes at any time after the Effective Date in cash.

 Covenants  Standard for this type of security.
New Junior Secured Notes   
 Principal Amount  $15,250,000
 Collateral  Junior security interest in the Note Collateral.
 Maturity  10 years from the Effective Date.
 Interest Rate  8.00% pay-in-kind (PIK) for the first three years post Effective Date and thereafter cash pay at 12.00%, payable

semi-annually in arrears.
 Amortization  None.
 Mandatory Redemption  Newco will redeem the New Junior Secured Notes after all New Senior Secured Notes in whole or in part (on a

pro rata basis) in cash with the net proceeds from sales of Note Collateral.

 Optional Redemption  Newco must offer to purchase the New Junior Secured Notes after extending an offer first to the New Senior
Secured Notes in whole or in part (on a pro rata basis) in cash, with net proceeds of sales of assets other than
Note Collateral and Heller collateral, and from net proceeds of refinancings of Note Collateral or other
borrowings. In addition the Newco, at its option, can redeem all the Junior Notes at any time after the Effective
Date in cash provided any outstanding Senior Notes are redeemed concurrently.

New Common Stock  New Common Stock representing all equity in Newco not issued to holders of Old Equity.
MANAGEMENT/CORPORATE GOVERNANCE/MISC.   
 Hiring of Operations Consultant  The Company shall immediately employ Senior Services of America ("Consultant") as an operational consultant

on terms and conditions acceptable to the Committee; provided however that the employment of Consultant shall
not be cause to delay the Petition Date.

 Management  TBD in a manner acceptable to the Committee
 Management Incentives  Management shall receive incentives in the form of options and other compensation to be determined by Newco's

Board of Directors.
 Corporate Governance of Newco  Newco's Board of Directors will consist of 7 members, one of whom shall be either Bruce Toll or Leonard

Tannenbaum, one of whom shall be another member of the Company's existing Board of Directors selected by
the Committee, one of whom shall be Newco's Chief Executive Officer, and four of whom shall be designated by
the Committee. Newco shall provide a reasonable amount of compensation and Directors and Officers liability
insurance coverage for each board member. The Committee shall identify its designated members prior to the
disclosure statement hearing.

 OTHER MATERIAL TERMS   
 Restructuring Expenses  The Company and its Subsidiaries will pay all reasonable expenses of the Committee and its members in

connection with the restructuring: including (i) individual Committee members' reasonable out-of-pocket
expenses (excluding attorneys' fees) associated with the negotiation and, to the extent an agreement is reached,
facilitation of the anticipated restructuring; (ii) the Committee's professionals' reasonable fees and expenses; and
(iii) the reasonable fees and expenses of the Trustee under each Indenture and its counsel.

 Company's Cooperation in Committee's Due Diligence  The Transaction is conditioned upon the Company's cooperation in the continuing financial and legal due
diligence review by the Committee.

 Documentation  All of the documents necessary or appropriate to facilitate the restructuring of the Company will be in form and
substance satisfactory to the Company and the Committee.

 Material changes  There shall have been no material adverse change to the assets, liabilities or business prospects of the Company
or its Subsidiaries or in the ability of the Company or its Subsidiaries to perform their respective obligations
hereunder. Neither the Company or its Subsidiaries shall engage in transactions outside the ordinary course of
business, including the incurrence of any new indebtedness for borrowed money, amend in any negative way any
terms of any existing indebtedness for borrowed money or make any payments or transfers to shareholders.

EXHIBIT 1

Members of Unofficial Committee of Holders of the $86,250,000, 6% Convertible Subordinated Debentures due 2002 and the $75,000,000, 5.625% Convertible
Subordinated Debentures due 2003 issued by Assisted Living Concepts, Inc.

LTC HEALTHCARE, INC.
LTC PROPERTIES, INC.
SUN TRUST EQUITABLE SECURITIES FOR THE ACCOUNT OF NATIONAL HEALTH
INVESTORS, INC.
DEEPHAVEN CAPITAL MANAGEMENT
JMG CAPITAL PARTNERS
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