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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No. )

Filed by the Registrant x
Filed by a Party other than the Registrant o

Check the appropriate box:

Preliminary Proxy Statement

Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
Definitive Proxy Statement

Definitive Additional Materials

Soliciting Material Pursuant to §240.14a-12
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Assisted Living Concepts, Inc.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):

o No fee required.
x Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

1) Title of each class of securities to which transaction applies: Common Stock, $.01 par value

2) Aggregate number of securities to which transaction applies: (1)

3) Per unit price or other underlying value of transaction computed pursuant to Section 14(g) of the Exchange Act (set forth the amount
on which the filing fee is calculated and state how it was determined):

Pursuant to the terms of the Plan of Merger and Acquisition Agreement, dated as of November 4, 2004, by and among Assisted Living
Concepts, Inc., Alpha Acquisition, Inc. and Extendicare Health Services, Inc., each issued and outstanding share of Assisted Living, Inc.
common stock, other than shares owned by stockholders who are entitled to and have exercised and perfected dissenter s rights, will be
converted into the right to receive $18.50 in cash. In addition, pursuant to the terms of the Plan of Merger and Acquisition Agreement, each
outstanding stock option will be fully vested and canceled in exchange for (i) the excess, if any, of $18.50 over the per share exercise price
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of the option multiplied by (ii) the number of shares of common stock subject to the option. The filing fee was calculated based upon (a) an
estimated aggregate cash payment of $121,145,493 based on the proposed per share cash payment of $18.50 for outstanding shares of
common stock, and (b) an estimated aggregate cash payment of $7,958,658 to holders of outstanding options to purchase an aggregate of
574,887 shares of common stock with per share exercise prices of less than $18.50. In accordance with Section 14(g) of the Securities
Exchange Act of 1934, as amended, the filing fee was determined by multiplying 0.00012670 by the amount calculated pursuant to the
preceding sentence.

4) Proposed maximum aggregate value of transaction: $129,104,151

5) Total fee paid: $16,357

(1) Based on the sum of (a) 6,548,405, which represents 6,491,164 shares of Assisted Living Concepts, Inc.
common stock, outstanding as of November 5, 2004, and 57,241 shares of Assisted Living Concepts, Inc. common
stock to be issued upon settlement of pending claims pursuant to the first amended plan of reorganization of Assisted
Living Concepts, Inc. and (b) 574,887 shares of common stock issuable pursuant to stock options with exercise prices
less than the per share merger consideration of $18.50.

o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting
fee was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

1) Amount Previously Paid:

2) Form, Schedule or Registration Statement No.:

3) Filing Party:

4) Date Filed:

Persons who are to respond to the collection of information contained in this form are not required to
SEC 1913 (11-01) respond unless the form displays a currently valid OMB control number.
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ASSISTED LIVING CONCEPTS, INC.

1349 Empire Central, Suite 900
Dallas, Texas 75247

PROPOSED CASH MERGER YOUR VOTE IS VERY IMPORTANT
, 200

To our Stockholders:

You are cordially invited to attend a special meeting of stockholders of Assisted Living Concepts, Inc., to be held on ,200 at
a.m., Central Time, at the Hyatt Regency DFW, International Parkway, Dallas, Texas 75261.

At the special meeting, you will be asked to consider and vote upon a proposal to approve and adopt the Plan of Merger and Acquisition
Agreement, dated as of November 4, 2004, by and among Assisted Living Concepts, Alpha Acquisition, Inc. and Extendicare Health Services,
Inc., and the merger contemplated by the merger agreement. Under the merger agreement, Alpha Acquisition, Inc., a wholly-owned subsidiary
of Extendicare Health Services, Inc. will be merged with and into Assisted Living, with Assisted Living being the surviving corporation. Alpha
Acquisition, Inc. is a Nevada corporation that was formed by Extendicare Health Services, Inc. for the purpose of completing the merger.

If the merger is completed, each issued and outstanding share of our common stock that you own will be converted into the right to receive
$18.50 in cash, without interest, unless you choose to be a dissenting stockholder and exercise and perfect your dissenter s rights under Nevada
law. Each outstanding option for our common stock will be canceled in exchange for (1) the excess, if any, of $18.50 over the per share exercise
price of the option multiplied by (2) the number of shares of common stock subject to the option, net of any applicable withholding taxes. If the
merger is completed, we will become a wholly-owned subsidiary of Extendicare and, thereby, will no longer be a publicly traded company.

Our board of directors formed a special committee (composed of disinterested and independent directors who are not our officers or
employees, are independent of and have no economic interest or expectancy of an economic interest in Extendicare or its affiliates and do not
have an economic interest or expectancy of an economic interest in the surviving corporation) to explore strategic alternatives and evaluate,
negotiate and make a recommendation to our board of directors regarding the merger proposal and transactions related thereto, including the
terms of the merger agreement. If the merger is completed, the two members of the special committee will, along with all other option holders,
receive cash payments for all options. See Special Factors Interests of Our Directors and Executive Officers in the Merger beginning on
page 33. Each member of the special committee has been paid a flat fee of $75,000 for such member s service on the special committee, and,
whether or not the merger is completed, will be paid $10,000 per month after December 31, 2004 until the special committee is dissolved and
will be reimbursed for out-of-pocket expenses incurred in connection with service on the special committee.

Our board of directors, acting on the unanimous recommendation of the special committee, has unanimously approved the merger
agreement and the merger. The special committee and our board of directors each have determined that the terms of the merger agreement and
the proposed merger are advisable, fair to and in the best interests of our company and our stockholders. In reaching its determination, our board
of directors and the special committee considered a number of factors, including the opinion of our financial advisor, which is attached as
Annex B to the accompanying proxy statement and which you are urged to read in its entirety. Our board of directors unanimously
recommends that you vote FOR the approval and adoption of the merger agreement and the merger. Our board of directors also
unanimously recommends that you vote FOR the approval of any proposal to postpone or adjourn the special meeting to a later date for
a reasonable business purpose, including to solicit additional proxies in favor of the approval and adoption of the merger agreement and
the merger if there are not sufficient votes for approval and adoption of the merger agreement and the merger at the special meeting.

The enclosed proxy statement provides information about the merger agreement, the proposed merger and the special meeting. You may
obtain additional information about us from documents filed with the
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Securities and Exchange Commission. We urge you to read the entire proxy statement carefully, including the annexes, as it sets forth the details
of the merger agreement and other important information related to the merger.

Your vote is very important. The merger cannot be completed unless the merger agreement and the merger are approved and adopted by the
affirmative vote of the holders of a majority of the outstanding shares of our common stock entitled to vote. Regardless of whether you plan to
attend the special meeting, it is important that your shares are represented at the special meeting. To ensure that your shares will be represented,
please complete, sign, date and mail the enclosed proxy card at your first opportunity.

This solicitation for your proxy is being made by Assisted Living on behalf of our board of directors. If you fail to vote on the merger, the
effect will be the same as a vote against the approval and adoption of the merger agreement and the merger for purposes of the vote referred to
above. If you complete, sign and submit your proxy card without indicating how you wish to vote, your proxy will be counted as a vote
in favor of approval and adoption of the merger agreement, the merger and any postponement or adjournment of the special meeting
referred to above. Returning the proxy card will not deprive you of your right to attend the special meeting, revoke your proxy and vote
your shares in person.

On behalf of your board of directors, thank you for your continued support.

Sincerely,

STEVEN L. VICK
President and Chief Executive Officer
, 200

The accompanying proxy statement is dated , 200 and is first being mailed to stockholders of Assisted Living on or about
,200.
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ASSISTED LIVING CONCEPTS, INC.

1349 Empire Central, Suite 900
Dallas, Texas 75247

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held On , 200

To the stockholders of Assisted Living Concepts, Inc.:

Notice is hereby given that a special meeting of stockholders of Assisted Living Concepts, Inc., a Nevada corporation, will be held on
, 200, at a.m., Central time, at the Hyatt Regency DFW, International Parkway, Dallas, Texas 75261, for the following
purposes:

To consider and vote upon a proposal to approve and adopt the Plan of Merger and Acquisition Agreement, dated as of November 4, 2004,
by and among Assisted Living, Alpha Acquisition, Inc. and Extendicare Health Services, Inc., and the merger contemplated by the merger
agreement.

To grant to the proxyholders the authority to vote in their discretion with respect to the approval of any proposal to postpone or adjourn the
special meeting to a later date for a reasonable business purpose, including to solicit additional proxies in favor of the approval and
adoption of the merger agreement and the merger if there are not sufficient votes for approval and adoption of the merger agreement and
the merger at the special meeting.

To consider and vote upon such other matters as may properly come before the special meeting or any adjournment or postponement of the
special meeting.

Our board of directors, acting on the unanimous recommendation of the special committee, has unanimously approved the terms of the
merger agreement and the proposed merger. Our board of directors and the special committee have determined that the terms of the merger
agreement and the proposed merger are advisable, fair to and in the best interests of our company and our stockholders. Our board of directors
recommends that you vote FOR the approval and adoption of the merger agreement and the merger. Our board of directors also
recommends that you vote FOR the approval of any postponement or adjournment of the special meeting referred to above.

Only holders of record of our common stock at the close of business on , 200, the record date of the special meeting, are
entitled to notice of, and to vote at, the special meeting or any adjournments or postponements thereof.

Stockholders who do not vote in favor of approval and adoption of the merger agreement and the merger will have the right to assert
dissenters rights under Nevada Revised Statutes Sections 92A.300 to 92A.500, inclusive, if the merger is completed, but only if they submit to
us a written notice of intent to demand payment before the vote is taken on the merger agreement and the merger, and they comply with Nevada
law as explained in the accompanying proxy statement. A copy of Nevada Revised Statutes Sections 92A.300 to 92A.500, inclusive, have been
attached to this proxy statement as Annex C.

Your vote is very important, regardless of the number of shares you own. The merger cannot be completed unless the merger
agreement and the merger are approved and adopted by the affirmative vote of the holders of a majority of the outstanding shares of our
common stock entitled to vote. Failure to vote on the merger has the same effect as a vote against the merger. Even if you plan to attend the
special meeting in person, it is important that your shares are represented at the special meeting. To ensure that your shares will be represented at
the special meeting, please complete, date, sign and mail the enclosed proxy card. A return envelope (which is postage prepaid if mailed in the
United States) is enclosed for submissions by mail.

This solicitation for your proxy is being made by Assisted Living on behalf of our board of directors. If you do attend the special meeting
and wish to vote in person, you may revoke your proxy in writing and vote in person. Please note, however, that if your shares are held of record
by a broker, bank or other nominee and you wish to vote at the meeting, you must obtain from the record holder a proxy issued in your name.

If you have any questions or need assistance in voting your shares, please call Ed Barnes, our Corporate Secretary at (214) 424-4002.
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The merger agreement and the merger are described in the accompanying proxy statement, which we urge you to read carefully. A copy of
the merger agreement is included as Annex A to the accompanying proxy statement.

By Order of the Board of Directors,

EDWARD A. BARNES

Senior Vice President, Chief Financial
Officer, Chief Accounting Officer,
Secretary and Treasurer

Dallas, Texas

,200
Please do not send your Assisted Living common stock certificates to us at this time. If the merger is completed, you will be sent
instructions regarding surrender of your certificates.
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SUMMARY TERM SHEET

This summary provides a brief description of the material terms of the merger agreement and the merger. This summary highlights selected
information contained in this proxy statement and may not contain all of the information that is important to you. You are urged to read this
entire proxy statement carefully, including the information in the Annexes.

Purpose of the Merger and Timing

The principal purpose of the merger is to provide you with an opportunity to receive an immediate cash payment for your Assisted Living
shares at a price that is at a premium over recent market prices, and to enable Extendicare to acquire Assisted Living. See Special Factors
Purpose and Structure of the Merger beginning on page 30.

The merger is being proposed at this time in direct response to the exploration of strategic alternatives by the special committee and the
solicitation of indications of interest authorized by the special committee on July 16, 2004. See Special Factors Background of the Merger
beginning on page 13.

The Parties to the Merger

Assisted Living  Assisted Living Concepts, Inc. is a Nevada corporation that is headquartered in Dallas, Texas. Assisted Living operates
owned and leased freestanding assisted living residences. See The Participants beginning on page 12.

Extendicare Extendicare Health Services, Inc. is a Delaware corporation that is headquartered in Milwaukee, Wisconsin. Extendicare is an
indirect wholly-owned subsidiary of Extendicare, Inc., a publicly traded Canadian company. Extendicare operates long term care facilities
in the United States. See The Participants beginning on page 12.

Alpha Acquisition Alpha Acquisition, Inc. is a Nevada corporation that is a wholly-owned subsidiary of Extendicare. Extendicare formed
Alpha Acquisition for the purpose of completing the merger. See The Participants beginning on page 12.

The Merger

Alpha Acquisition will merge with and into Assisted Living, and Assisted Living will continue as the surviving corporation and as a
wholly-owned subsidiary of Extendicare. We have attached the merger agreement as Annex A to this proxy statement. We encourage you
to read the merger agreement in its entirety because it is the legal document that governs the merger. See Special Factors beginning on
page 13 and The Merger Agreement beginning on page 41.

Consideration; Effect of the Merger on Our Stockholders

In the merger, each share of our common stock will be converted automatically into the right to receive $18.50 in cash, without interest,
except for:

treasury shares of our common stock and shares of our common stock held by any of our wholly-owned subsidiaries;
shares of our common stock owned by Extendicare or Alpha Acquisition or any of their wholly-owned subsidiaries; and

shares of our common stock held by stockholders who properly exercise and perfect dissenter s rights, which will be available in
accordance with Sections 92A.300 through 92A.500, inclusive, of the Nevada Revised Statutes. See Special Factors Dissenter s Rights
beginning on page 38.

At the effective time of the merger, each outstanding option under our stock option plan will become fully vested and exercisable and will
be canceled in exchange for an amount in cash, if any, determined
1
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by multiplying (1) the excess, if any, of $18.50 over the per share exercise price of the option and (2) the number of shares of our common
stock subject to the option, net of any applicable withholding taxes. See The Merger Agreement beginning on page 42. The merger
agreement requires that our board of directors or any committee administering the stock option plan take all actions necessary to cause all
outstanding stock options granted under the stock option plan to become fully vested and exercisable at the effective time of the merger.
See The Merger Agreement Treatment of Options beginning on page 41.

Upon completion of the merger, our current stockholders will cease to have ownership interests in Assisted Living or rights as Assisted
Living stockholders, and Extendicare will own all of the outstanding capital stock of Assisted Living, as the surviving corporation.
Therefore, our current stockholders will not participate in any of our future earnings or growth and will not benefit from any appreciation
in our value. See Special Factors Effects of the Merger beginning on page 30.

As a result of the merger, we will become a privately held corporation and there will be no public market for our common stock. After the
merger, our common stock will no longer be listed on the OTC Bulletin Board and our registration under the Securities Exchange Act of
1934, as amended, referred to in this proxy statement as the Exchange Act, will be terminated. See Special Factors Effects of the Merger
beginning on page 30.

Opinion of the Special Committee s Financial Advisor

The special committee engaged Jefferies & Company, Inc. to assist it in connection with its evaluation of the proposed merger and to
render an opinion as to whether the consideration to be received pursuant to the merger is fair, from a financial point of view, to our
stockholders. See Special Factors Background of the Merger beginning on page 13.

On November 4, 2004, Jefferies delivered its written opinion to our board of directors that, as of that date, and based upon and subject to
the assumptions made, matters considered, and the qualifications and limitations set forth in the written opinion, the consideration of
$18.50 per share in cash to be received pursuant to the merger is fair, from a financial point of view, to our stockholders. See Special
Factors  Opinion of the Special Committee s Financial Advisor beginning on page 23.

The full text of the written opinion of Jefferies, which sets forth assumptions made, matters considered and limits on the review undertaken
by Jefferies, is attached to this proxy statement as Annex B and is incorporated into this proxy statement by reference. Stockholders are
urged to read and should read the entire opinion carefully. See Special Factors Opinion of the Special Committee s Financial Advisor
beginning on page 23.

Termination of the Merger Agreement

The merger agreement may be terminated under several circumstances, including:
by Extendicare and us by mutual written consent, authorized by such party s respective board of directors;
by Extendicare or us if approval of the merger is not obtained from our stockholders;

by us, prior to stockholder approval, if our board of directors has approved, adopted or recommended, or we have executed or entered
into a definitive agreement with respect to, a superior acquisition proposal;

by Extendicare if we, or any of our representatives, violate in any material manner any of the no solicitation provisions of the merger
agreement, we enter into an agreement relating to any alternative acquisition proposal, or our board of directors or any committee
thereof modifies or withdraws its recommendation to approve the merger agreement and the merger;

2
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by us or Extendicare if there is a material breach of the other party s representations, warranties, covenants or agreements contained in
the merger agreement which is not curable or, if curable, is not cured within thirty days after written notice of such breach is given;

by us or Extendicare if there has been a failure of satisfaction of one of such party s respective conditions to closing set forth in the
merger agreement; and

by us or Extendicare if the closing of the merger has not occurred on or before February 28, 2005, as may be extended in accordance
with the merger agreement.

See The Merger Agreement Termination beginning on page 52.

Termination Fee

If the merger agreement is terminated under specified circumstances, including acceptance of a superior acquisition proposal, we will be
required to pay to Extendicare a $6,000,000 termination fee and up to $2,000,000 in reimbursement of out-of-pocket fees and expenses.
See The Merger Agreement Fees and Expenses; Termination Fee beginning on page 53.

Conditions of the Merger

The merger agreement and the merger are subject to approval by the holders of a majority of the outstanding shares of our common
stock entitled to vote, as well as other conditions. See The Merger Agreement Conditions to Completing the Merger beginning on
page 50.

Merger Financing

The total amount of funds necessary to complete the merger and the related transactions is anticipated to be approximately $140.3 million,
consisting of:

approximately $129.1 million to pay our stockholders (other than Extendicare or Alpha Acquisition) and option holders, assuming that
none of our stockholders exercise and perfect its dissenter s rights;

approximately $4.2 million to make payments required under certain employment agreements as a result of a change in control of
Assisted Living; and

approximately $4.4 million to pay related fees and expenses. See Special Factors Merger Financing beginning on page 35.

Extendicare and Alpha Acquisition expect to finance the total amount of funds necessary to complete the merger and the related
transactions by using available cash-on-hand and borrowings under Extendicare s existing line of credit. See Special Factors Merger
Financing beginning on page 35.

Tax Consequences

Generally, the merger will be taxable for U.S. federal income tax purposes to our stockholders. Each stockholder will recognize a taxable
gain or loss in the amount of the difference between $18.50 and the stockholder s adjusted tax basis for each share of our common stock
that the stockholder surrenders. See Material U.S. Federal Income Tax Consequences beginning on page 36.

Stockholder Vote Required to Approve the Merger

You are being asked to consider and vote upon a proposal to approve and adopt the merger agreement and the merger contemplated by the
merger agreement. Approval and adoption of the merger agreement and the merger require the affirmative vote of the holders of a majority
of our outstanding shares of common stock entitled to vote. Abstentions and broker non-votes will have the effect of a vote against the
merger. On the record date, there were shares of common stock outstanding and entitled to be voted at the special meeting. See The
Special Meeting beginning on page 9.

3
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Recommendations of the Special Committee and Our Board of Directors

The special committee is composed of disinterested and independent directors who are not our officers or employees, are independent of
and have no economic interest or expectancy of an economic interest in Extendicare or its affiliates, and do not have an economic interest
or expectancy of an economic interest in the surviving corporation. If the merger is completed, the two members of the special committee
will, along with all other option holders, receive cash payments for all options pursuant to the terms of the merger agreement. Each
member of the special committee has been paid a flat fee of $75,000 for such member s service on the special committee through
December 31, 2004 and, whether or not the merger is completed, will be paid $10,000 per month thereafter until the special committee is
dissolved; and will be reimbursed for out-of-pocket expenses incurred in connection with service on the special committee. See Special
Factors Interests of Our Directors and Executive Officers in the Merger beginning on page 32.

The special committee and our board of directors have determined that the terms of the merger agreement and the proposed merger are
advisable, fair to and in the best interests of our company and our stockholders. For information about the reasons for the special
committee and our board of directors reaching such conclusion, see Special Factors Recommendation of the Special Committee and Our
Board of Directors and Reasons for the Merger beginning on page 20. Our board of directors, acting on the unanimous
recommendation of the special committee, has unanimously approved the merger agreement and the merger and unanimously
recommends that you vote FOR the approval of the merger agreement and the merger and FOR the approval of any proposal to
postpone or adjourn the special meeting to a later date for a reasonable business purpose, including to solicit additional proxies in
favor of the approval and adoption of the merger agreement and the merger if there are not sufficient votes for approval of the
merger agreement and the merger at the special meeting.

4
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QUESTIONS AND ANSWERS ABOUT THE MERGER

The following section provides brief answers to some of the more likely questions raised by the merger agreement and the merger. This
section is not intended to contain all of the information that is important to you. You are urged to read the entire proxy statement carefully,
including the information in the Annexes.

Q: What am I being asked to vote on?

A:  You are being asked to vote on a proposal to approve and adopt the merger agreement and the merger, which provides for the acquisition
of Assisted Living by Extendicare, and to vote on a proposal to approve the postponement or adjournment of the special meeting to a later
date for a reasonable business purpose, including to solicit additional proxies in favor of the approval and adoption of the merger
agreement and the merger if there are not sufficient votes for approval and adoption of the merger agreement and the merger at the special
meeting. After the merger, we will become a privately held company and a wholly-owned subsidiary of Extendicare.

Our board of directors, acting upon the unanimous recommendation of the special committee, unanimously approved the merger agreement
and the merger. The special committee and our board of directors believe that the terms of the merger agreement and the proposed merger
are advisable, fair to and in the best interests of our company and our stockholders. Our board of directors recommends that you

vote FOR the approval and adoption of the merger agreement and the merger, and FOR the approval of any proposal to postpone
or adjourn the special meeting to a later date for a reasonable business purpose, including to solicit additional proxies in favor of
the approval and adoption of the merger agreement and the merger if there are not sufficient votes for approval and adoption of
the merger agreement and the merger at the special meeting.

Q: What are the consequences of the merger to present members of management and our board of directors?

A: In considering the recommendations of our board of directors, our stockholders should be aware that some of our executive officers and
members of our board of directors have interests in the transaction that may be different from, or in addition to, the interests of our
stockholders generally. These interests include:

In connection with the merger, all outstanding options (including those held by our directors and executive officers) will become
immediately exercisable and canceled in exchange for (1) the excess, if any, of $18.50 over the per share exercise prices of the options
multiplied by (2) the number of shares of common stock subject to the options, net of any applicable withholding taxes. The merger
agreement provides for the accelerated vesting of all options at the effective time of the merger in order that the full amount of such options
may be canceled in exchange for cash. Pursuant to this provision, our directors and executive officers will receive an aggregate of
$1,680,045 for their options that will be accelerated and have a per share exercise price below $18.50. Members of our board of directors
and our executive officers collectively hold options to purchase 278,500 shares of our common stock, or 48.4%, out of the 574,887 shares
of our common stock subject to outstanding options (including those that are being accelerated) held by all option holders. Out of a total of
$7,958,658 to be paid in respect of options (including those that are being accelerated) in connection with the merger, $3,897,810, or
49.0%, will be paid to our directors or executive officers.

Each of our chief executive officer and chief operating officer currently has an employment agreement with us with a three-year term. Our
chief financial officer currently has an employment agreement for no fixed term, which is subject to termination upon thirty days notice.
These employment agreements include a change of control provision whereby the executive officer is entitled to a transaction bonus
payment upon consummation of the merger and a severance payment in the event that his or her employment is terminated within twelve
months after the effective time of the merger.

5
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The merger agreement provides that all rights of indemnification and exculpation from liability for acts and omissions occurring prior to the
effective time of the merger of our current and former directors, officers, employees and agents will continue for at least six years after the
effective time of the merger and that the surviving corporation will maintain directors and officers insurance policies for a premium not to
exceed $1,050,000 annually.

These interests are more fully described under Special Factors Interests of Our Directors and Executive Officers in the Merger beginning
on page 32.

The special committee and our board of directors were aware of these interests and considered them, among other factors, when approving
the merger agreement and the merger.

Q: What are the U.S. federal income tax consequences of the merger to me?

A: The merger will be a taxable transaction for U.S. federal income tax purposes that will generally be treated as a sale of your shares of our
common stock in exchange for the consideration you receive in the merger. Any gain or loss recognized by a stockholder in the merger will
generally be capital gain or loss, depending on an individual stockholder s holding period and other factors. Tax matters can be complicated
and the tax consequences of the merger to you will depend on the facts of your own situation. You are encouraged to consult your own tax
advisor for a full understanding of the tax consequences of the merger to you, including the federal, state, local and foreign tax
consequences of the merger. See Special Factors Material U.S. Federal Income Tax Consequences beginning on page 36 for a more
complete discussion of the U.S. federal income tax consequences of the merger.

Q: When and where is the special meeting?

A:  The special meeting of our stockholders will be held at ~ a.m., Central Time, on , 200 at the Hyatt Regency DFW,
International Parkway, Dallas, Texas 75261.

Q: Who can vote on the merger agreement?

A: Holders of our common stock at the close of business on , 200, the record date for the special meeting, may vote on the
merger agreement and the merger in person or by proxy at the special meeting.

Q: How many votes do I have?

A:  You have one vote for each share of our common stock that you owned at the close of business on , 200, the record date for
the special meeting.

Q: What do I need to do now?

A:  You should read this proxy statement carefully, including the information in the Annexes, and consider how the merger would affect you.
Please complete, sign and date your proxy card or voting instructions and return it in the enclosed postage paid envelope as soon as
possible so that your shares may be represented at the special meeting. If your shares are held in an account at a brokerage firm or bank,
you will receive instructions on how to vote from your brokerage firm or bank.

Q: What happens if I do not respond?

A:  The failure to respond by returning your proxy card will have the same effect as voting against the merger agreement and the merger unless
you vote for the merger agreement and the merger in person at the special meeting.
6
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Q: May I vote in person?

A: Yes. You may attend the special meeting of our stockholders, revoke your proxy and vote your shares in person, regardless of whether you
sign and return your proxy card prior to the special meeting. If your shares are held of record by a broker, bank or other nominee and you
wish to vote at the meeting, you must obtain a proxy from the record holder.

Q: May I change my vote after I have mailed my signed proxy card or otherwise submitted my vote?

A: Yes. You may change your vote at any time before your proxy is voted at the special meeting. Regardless of the manner in which you vote,
you can do this in one of three ways. First, you can send a written notice revoking your proxy or voting instructions. Second, you can
complete and submit a new proxy card or voting instructions bearing a later date. Third, you can attend the special meeting, revoke your
proxy and vote in person. Your attendance alone, however, will not revoke your proxy. If you have instructed a broker to vote your shares,
you must follow directions received from your broker to change those instructions.

Q: If my shares are held in street name by my broker, will my broker vote my shares for me?

A:  Your broker will not be able to vote your shares without instructions from you. You should instruct your broker to vote your shares,
following the procedures provided to you by your broker.

Q: When do you expect the merger to be completed?

A: The parties to the merger agreement are working toward completing the merger as quickly as possible. If the merger agreement and the
merger are approved by the stockholders and the other conditions to the merger are satisfied or waived, the merger is expected to be
completed promptly after the special meeting.

Q: Should I send in my stock certificates now?

A: No. After the merger is completed, the paying agent for the merger will send a letter of transmittal and written instructions for exchanging
your shares of our common stock for the merger consideration, without interest. You should not send in your Assisted Living stock
certificates until you receive the letter of transmittal. See The Merger Agreement Payment for Shares beginning on page 42.

Q: How long after the effective date of the merger will I receive the cash payment for my shares?

A:  We expect the paying agent to distribute letters of transmittal within approximately five business days after the effective date of the
merger. You should expect payment for your shares approximately seven to ten days after the paying agent receives your properly
completed letter of transmittal and stock certificates.

Q: Do I have dissenter s rights?

A: Yes. You are entitled to assert dissenter s rights under Nevada law as a result of the merger. In order to assert dissenter s rights, you, among
other things, must not vote in favor of the merger and must follow the procedures specified in Nevada Revised Statutes, Sections 92A.300
through 92A.500, inclusive, a copy of which is included as Annex C to this proxy statement. See Special Factors Dissenter s Rights
beginning on page 38.
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Q: Who can help answer my questions?

A: The information provided above in the question-and-answer format is for your convenience only and is merely a summary of some of the
information contained in this proxy statement. You should carefully read the entire proxy statement, including the information in the
Annexes. See Where Stockholders Can Find More Information beginning on page 58. If you would like additional copies of this proxy
statement, without charge, or if you have questions about the merger, including the procedures for voting your shares, you should contact:

Assisted Living Concepts, Inc.

1349 Empire Central, Suite 900

Dallas, Texas 75247

Attention: Ed Barnes

(214) 424-4000

You are also urged to consult your own legal, tax and/or financial advisors with respect to any aspect of the merger, the merger agreement or
other matters discussed in this proxy statement.
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THE SPECIAL MEETING

General

We are soliciting the enclosed proxy on behalf of our board of directors for use at a special meeting of stockholders to be held on
, 200, at a.m., Central time, at the Hyatt Regency DFW, International Parkway, Dallas, Texas 75261, or at any adjournments or
postponements thereof, for the purposes set forth in this proxy statement and in the accompanying notice of special meeting. We intend to mail
this proxy statement and accompanying proxy card on or about , 200 to all stockholders entitled to vote at the special meeting.

At the special meeting, our stockholders will be asked to consider and vote upon a proposal to approve and adopt the merger agreement,
dated as of November 4, 2004, by and among Extendicare, Alpha Acquisition and us, and the merger. You are also being asked to vote on any
proposal to approve the adjournment or postponement of the special meeting to a later date for a reasonable business purpose, including to solicit
additional proxies in favor of the approval and adoption of the merger agreement and the merger if there are not sufficient votes for approval and
adoption of the merger agreement and the merger at the special meeting. Under the merger agreement, Alpha Acquisition will be merged with
and into us, and each issued and outstanding share of our common stock will be converted into the right to receive $18.50 in cash, without
interest, except for:

treasury shares of our common stock, if any, all of which will be canceled without any payment;
shares of our common stock owned by Extendicare or Alpha Acquisition or any of their wholly-owned subsidiaries;
shares of our common stock held by any of our wholly-owned subsidiaries; and

shares of our common stock held by stockholders who validly assert and perfect dissenter s rights in accordance with Nevada law.

At the effective time of the merger, each of our outstanding stock options will be canceled in exchange for an amount in cash, if any,
determined by multiplying (1) the excess, if any, of $18.50 over the per share exercise price of the option and (2) the number of shares of our
common stock subject to the option, net of any applicable withholding taxes. The merger agreement requires that our board of directors or any
committee administering our stock option plan take all actions necessary to cause all of our outstanding stock options granted under our stock
option plan to become fully vested and exercisable.

Our board of directors, following the unanimous recommendation of the special committee, unanimously approved the terms of the merger
agreement and the proposed merger. Our board of directors recommends that you vote FOR the approval and adoption of the merger
agreement and the merger and FOR the approval of any postponement or adjournment of the special meeting referred to above.

Record Date, Quorum and Voting Information

Only holders of record of our common stock at the close of business on , 200, the record date for the special meeting, will be
entitled to notice of and to vote at the special meeting. At the close of business on , 200, there were outstanding and entitled to vote
shares of our common stock, none of which were held by Extendicare or Alpha Acquisition. Each holder of record of our common stock on
the record date will be entitled to one vote for each share held. The presence, in person or by proxy, of the holders of a majority of the
outstanding shares of common stock entitled to vote at the special meeting is necessary to constitute a quorum for the transaction of business at
the special meeting. Stockholders may vote their shares by attending the special meeting and voting their shares of common stock in person, or
by completing the enclosed proxy card, signing and dating it and mailing it in the enclosed postage-prepaid envelope.

All votes will be tabulated by the inspector of election appointed for the special meeting, who will separately tabulate affirmative and
negative votes, abstentions and broker non-votes. Brokers who hold shares in street name for clients typically have the authority to vote on
routine proposals when they have not
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received instructions from beneficial owners. However, absent specific instructions from the beneficial owner of the shares, brokers are not
allowed to exercise their voting discretion with respect to the approval and adoption of non-routine matters, such as the merger agreement and
the merger. Proxies submitted without a vote by the brokers on these matters are referred to as broker non-votes. Abstentions and broker
non-votes are counted for purposes of determining whether a quorum exists at the special meeting.

The affirmative vote of the holders of a majority of the outstanding shares of common stock entitled to vote is required to approve and adopt
the merger agreement and the merger. Accordingly, proxies that reflect abstentions and broker non-votes, as well as proxies that are not
returned, will have the same effect as a vote against approval and adoption of the merger agreement and the merger. Accordingly, the special
committee and our board of directors urge our stockholders to complete, sign, date and return the enclosed proxy card in the accompanying
self-addressed postage prepaid envelope as soon as possible.

Stockholders who do not vote in favor of approval and adoption of the merger agreement and the merger, and who otherwise comply with
the applicable statutory procedures and requirements of the Nevada Revised Statutes summarized elsewhere in this proxy statement, will be
entitled to assert dissenters rights under Sections 92A.300 through 92A.500, inclusive, of the Nevada Revised Statutes. See Special Factors
Dissenter s Rights beginning on page 38 and see Annex C.

Because Nevada, the state in which we are incorporated, permits electronic submission of proxies by telephone or through the Internet, as an
alternative to submitting proxies by mail on the enclosed proxy card or voting instructions, many stockholders whose banks or brokerage firms
permit will have the choice to submit their proxies or voting instructions electronically by telephone or through the Internet. Please note that
there are separate arrangements for using the Internet and telephone depending on the brokerage firm or bank in whose name your shares are
registered. Stockholders should check their voting instructions forwarded by their broker, bank or other holder of record to see which choices are
available.

Proxies; Revocation

Any person giving a proxy pursuant to this solicitation has the power to revoke the proxy at any time before it is voted at the special
meeting. A proxy may be revoked by filing with our Corporate Secretary at our executive offices located at 1349 Empire Central, Suite 900,
Dallas, Texas 75247, a written notice of revocation or a duly executed proxy bearing a later date. Attendance at the special meeting will not, by
itself, revoke a proxy. Furthermore, if a stockholder s shares are held of record by a broker, bank or other nominee and the stockholder wishes to
vote at the meeting, the stockholder must obtain from the record holder a proxy issued in the stockholder s name. If a stockholder has instructed a
broker to vote the stockholder s shares, the stockholder must follow such broker s directions to change such instructions.

Expenses of Proxy Solicitation

Except as provided below, we will bear the entire cost of solicitation of proxies, including preparation, assembly, printing and mailing of
this proxy statement, the proxy card and any additional information furnished to stockholders. Copies of solicitation materials will be furnished
to banks, brokerage houses, fiduciaries and custodians holding in their names shares of common stock beneficially owned by others to forward
to the beneficial owners. We may reimburse persons representing beneficial owners of our common stock for their costs of forwarding
solicitation materials to the beneficial owners. Original solicitation of proxies by mail may be supplemented by telephone, telegram or other
electronic means, or by personal solicitation by our directors, officers or other regular employees. No additional compensation will be paid to
our directors, officers or other regular employees for their services in connection with the solicitation of proxies.

Adjournments and Postponements

Our bylaws provide that if a quorum shall not be present or represented at any meeting of stockholders, a majority of the voting stock
represented in person or by proxy may adjourn the meeting until a quorum shall be present or represented. If a quorum is not present or the
requisite stockholder vote approving the merger proposal has not been received at the time of the special meeting, holders of our common stock
may be asked
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to vote on a proposal to adjourn or postpone the special meeting, if necessary, to solicit additional proxies in favor of the merger proposal. Our
board of directors unanimously recommends that you vote FOR the approval of any adjournment or postponement of the meeting, if
necessary, whether for the reasons stated above or for any other reasonable business purpose.

Stock Certificates

Please do not send in stock certificates at this time. In the event the merger is completed, the paying agent for the merger will distribute
instructions regarding the procedures for exchanging existing Assisted Living stock certificates for the merger consideration. See The Merger
Agreement Payment for Shares beginning on page 42.

11
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THE PARTICIPANTS

Assisted Living Concepts, Inc.

1349 Empire Central, Suite 900
Dallas, Texas 75247
(214) 424-4000

Assisted Living Concepts, Inc., referred to as  Assisted Living, we, us, and our in this proxy statement, is a Nevada corporation
headquartered in Dallas, Texas, and operates owned and leased freestanding assisted living residences. We provide personal care and support
services and make available routine nursing services (as permitted by applicable law) designed to meet the personal and health care needs of our
residents. We operate 177 assisted living residences (6,838 units) in 14 states, of which we own 122 residences (4,734 units) and lease 55
residences (2,104 units).

If the merger agreement and the merger are approved and adopted by our stockholders at the special meeting and the merger is completed as
contemplated, we will continue our operations following the merger as a private company and wholly-owned subsidiary of Extendicare.

Extendicare Health Services, Inc.

111 West Michigan Street
Milwaukee, Wisconsin 53203
(414) 908-8000

Extendicare Health Services, Inc., referred to as Extendicare in this proxy statement, is a Delaware corporation headquartered in
Milwaukee, Wisconsin, and operates long-term care facilities across in the United States. Extendicare is an indirect, wholly-owned subsidiary of
Extendicare Inc., a Canadian publicly traded company. As of September 30, 2004, Extendicare operates or manages 185 long-term care facilities
in 13 states with 16,607 beds, of which 148 are nursing facilities with 14,847 beds and 37 are assisted living and retirement facilities with
1,760 units. Extendicare also provides consulting services to 77 facilities with 9,446 beds in five states and operates 22 outpatient rehabilitation
clinics in four states.

Alpha Acquisition, Inc.

111 West Michigan Street
Milwaukee, Wisconsin 53203
(414) 908-8000

Alpha Acquisition, Inc., referred to as  Alpha Acquisition in this proxy statement, is a Nevada corporation organized by Extendicare for the
purpose of engaging in the merger. Alpha Acquisition has not participated in any activities to date other than those incident to its formation and
the transactions contemplated by the merger agreement. Alpha Acquisition is a wholly-owned subsidiary of Extendicare.
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SPECIAL FACTORS

General

At the special meeting, we will ask our stockholders to vote on a proposal to approve the merger agreement and the merger of Alpha
Acquisition with and into Assisted Living. We have attached a copy of the merger agreement as Annex A to this proxy statement. We urge you
to read the merger agreement in its entirety because it is the legal document governing the merger.

Background of the Merger

When we emerged from bankruptcy in January 2002, 96% of the new common stock of the reorganized Assisted Living was issued to a
class of pre-bankruptcy unsecured creditors. Since large amounts of pre-bankruptcy claims were concentrated among a relatively small group of
claimants, significant blocks of the new common stock were issued to a small number of holders. This, together with a tender offer commenced
by MP Acquisition Co. LLC in May 2002 and accumulations of stock by other persons after Assisted Living s reorganization, resulted in an
increased concentration of ownership and a relatively small public float for Assisted Living s common stock. Following Assisted Living s
reorganization, our stock was not listed on an exchange or included on the Nasdaq National Market System, and it has typically traded only in
small volumes on the Over-The-Counter Bulletin Board, referred to in this proxy statement as the OTC Bulletin Board. Among other matters,
this lack of an active market for our common stock would make it difficult for us to issue equity securities as a means of financing future growth
and has thus, limited our opportunities to expand by acquisitions or internal growth.

In the year preceding the May 2004 public announcement of our efforts to explore strategic alternatives, our shares traded at closing prices
ranging from $4.60 to $9.50 per share. These trading levels have, in the judgment of our board of directors, resulted from a number of factors
that are not likely to change in the near future, including our relatively small market capitalization, low trading volume, lack of research
coverage and low institutional interest. Furthermore, our board of directors considered the impact of the Sarbanes-Oxley Act, the increased costs
and expenses associated therewith, and in particular, the significant costs of complying with Section 404 of that Act in 2005 and subsequent
years.

In mid-2003, our board of directors began considering strategic alternatives aimed at increasing our stockholder value. In January 2004, our
board of directors began preliminary discussions about a potential leveraged buyout involving Assisted Living s management and a member of
our board of directors. In connection with the financing of such a potential transaction, a possible financial backer, referred to as Bidder 1 in this
proxy statement, entered into a confidentiality agreement with Assisted Living and received confidential information about our business and
operations.

In connection with pursuing a potential transaction, our board of directors authorized the management buyout group to seek more favorable
lease terms on our 37 leases with LTC Properties, Inc., referred to as LTC in this proxy statement. These leases contain a right of termination
upon certain changes of control if the surviving entity does not have a minimum of $75 million of tangible net worth, as defined in the leases, as
well as other terms that may have been deemed unfavorable by a potential acquirer. Since certain members of our board of directors had possible
conflicts of interest with such transactions, either because of their relationship with LTC or their relationship with a possible management group
buyout, on February 17, 2004, our board of directors appointed a special committee consisting of one director, Mark Holliday, to evaluate
potential opportunities for Assisted Living. Our efforts to obtain improved lease terms were not successful, and as a result, the proposed
management leveraged buyout was terminated, although Bidder 1 itself then became interested in a potential acquisition transaction with
Assisted Living. As of March 11, 2004, the initial special committee was dissolved.

In May 2004, we received an unsolicited letter from another potential acquirer, referred to as Bidder 2 in this proxy statement, expressing an
interest in potentially acquiring Assisted Living. On May 7, 2004, we also received a letter from Bruce E. Toll, who represented that he was the
beneficial owner of approximately
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28 percent our common stock, notifying us of his intention to nominate four directors at our annual stockholders meeting.

The discussions involving the potential management buyout group, Bidder 1 and Bidder 2, led to a decision by our board of directors on
May 27, 2004 that potential strategic alternatives should be explored and investigated more broadly and actively on behalf of our stockholders
with the goal of maximizing stockholder value and to postpone indefinitely our annual stockholders meeting pending the exploration of strategic
alternatives, with the goal of maximizing stockholder value. Because certain members of our board of directors continued to have actual or
potential conflicts of interest in evaluating a strategic transaction with potential buyers, on May 14, 2004, our board of directors established a
new special committee to retain a financial advisor to advise Assisted Living and the special committee concerning strategic alternatives that
may be available to us and to represent the interests of our stockholders in connection with a potential transaction. Our board of directors
initially appointed Mark Holliday to serve on the special committee.

On June 3, 2004, our board of directors expanded the authority of the special committee and gave it the exclusive power and authority to
evaluate, negotiate and determine the advisability of any strategic alternative, determine whether any proposed transaction is fair to, and in the
best interests of, Assisted Living and our stockholders, recommend to our board of directors what action, if any, should be taken with respect to
any strategic alternatives, approve the terms and conditions of any strategic alternative, subject to approval by our board of directors, and retain
independent legal counsel and financial advisors. On that date, we issued a press release announcing the expanded authorization of the special
committee to review strategic alternatives for Assisted Living. On June 15, 2004, our board of directors appointed Steve Scheiwe to fill a
vacancy on our board of directors and to serve on the special committee. The members of the special committee were, and continue to be,
independent (as defined under applicable Securities and Exchange Commission and Nasdaq rules and regulations) and disinterested directors.
They are not officers or employees of Assisted Living, are independent of and have no economic interest or expectancy of an economic interest
in Extendicare or its affiliates and have no economic interest or expectancy of an economic interest in Alpha Acquisition or the surviving
corporation. Each member of our special committee was paid a flat fee of $75,000 in advance, and, whether or not the merger is completed, will
be reimbursed for out-of-pocket expenses incurred in connection with service on the special committee. In addition, whether or not the merger is
completed, if the special committee remains in existence after December 31, 2004, each member will be paid $10,000 per month for his services
in 2005 until the special committee is dissolved.

On June 16, 2004, the special committee approved retaining Andrews Kurth LLP to be its independent legal counsel in connection with the
special committee s mandate and activities. The special committee also interviewed candidates to be the financial advisor to the special
committee. On June 23, 2004, the special committee retained Jefferies & Company, Inc. to act as the financial advisor to the special committee
in connection with considering strategic alternatives. Jefferies was selected based upon its experience in the assisted living industry and in the
valuation of businesses and their securities in connection with mergers and acquisitions, recapitalizations and similar transactions, as well as its
detailed knowledge of Assisted Living and our business from Jefferies engagement as our financial advisor during our bankruptcy in 2001. The
special committee believed that Jefferies would be in a position to provide advice and otherwise act independently of our management and likely
potential bidders.

On June 25, 2004, the special committee met to discuss the recent history of Assisted Living, including indications of interest that had been
advanced by various parties to acquire Assisted Living or to engage in some other type of strategic transaction. Jefferies was directed to identify
an initial list of potential acquirers to approach, subject to signing a confidentiality agreement, and begin preparation of a confidential
information memorandum.

Jefferies thereafter presented a target list of potential buyers to the special committee at a meeting on July 1, 2004. Jefferies informed the
special committee that it was in the process of contacting more than 50 potential acquirers and that at least an additional five parties had
contacted Jefferies on an unsolicited basis after reading our press release. These parties included potential strategic acquirers (including assisted
living and long-term care operators) and potential financial acquirers (including private equity firms, healthcare
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REITS and other financial parties). Jefferies reported that Bidder 1 wanted to explore the possibility of preempting an auction process by
presenting a proposal with a period of exclusive negotiations. The special committee determined that there was not sufficient reason to conclude
that Assisted Living would benefit from granting Bidder 1 exclusive rights at this time, and Assisted Living declined to grant such rights.
Following the meeting, Jefferies began distribution of confidentiality agreements to the contacted parties that had expressed interest in
participating in an auction process.

At a meeting of the special committee on July 8, 2004, Jefferies summarized its efforts to date to contact the potential acquirers and to
obtain executed confidentiality agreements from these parties. On July 14, 2004, the special committee discussed the procedures that it would
undertake with respect to considering indications of interest. Upon the recommendation of Jefferies, the special committee tentatively decided, at
a meeting held on July 16, 2004, to undertake a two-stage bidding process whereby potential acquirers would first submit an indication of
interest regarding a possible transaction with Assisted Living and the form of any such transaction. Upon receipt of such indications of interest,
the special committee and its advisors planned to select potentially interested parties to participate in the second stage of the process, which
would involve further negotiations and the submission of binding offers to acquire Assisted Living.

Jefferies ultimately obtained executed confidentiality agreements from 25 potentially interested parties. In accordance with the special
committee s request, Jefferies began distributing on July 26, 2004 a confidential information memorandum prepared in July 2004 and a process
letter to each of the parties that had executed a confidentiality agreement. The process letters requested that they provide a written indication of
interest (including transaction structure and economic terms) by August 11, 2004. Each of the potential acquirers to which letters were sent was
also given access to an electronic data room containing confidential information about Assisted Living, including operational, financial, real
estate, legal and other documents relating to our business.

On August 5, 2004, the special committee met, and Jefferies provided a summary of the status of discussions with the potential acquirers.
Jefferies noted that approximately half of the potential acquirers were active in reviewing information in the electronic data room. Jefferies
reported that two potential acquirers had formally dropped out of the process.

By August 11, 2004, seven written indications of interest had been received by Jefferies. The price ranges specified in the indications of
interest ranged from $11.00 to $16.00 per share, with the exception of one indication of interest, which had the highest offer of $19.00 per share.
The potential acquirer that submitted the indication of interest with the highest offer, referred to as Bidder 3 in this proxy statement, also
submitted a letter expressing an interest in a potential sale-leaseback transaction of substantially all of Assisted Living s owned residences. The
letter from Extendicare expressed an interest in potentially acquiring Assisted Living at a per share purchase price range of $11.00 to $13.00.

At a special committee meeting on August 13, 2004, Jefferies summarized the terms of the seven indications of interest that had been
received and provided background information on each of the potential acquirers that had submitted an indication of interest. The indications of
interest proposed a per share purchase price or a range of per share purchase prices for all of our outstanding shares, a financing structure for the
purchase, an expected time frame to complete due diligence, necessary arrangements, if any, involving senior management, and third-party
approvals that would be required as a condition to such potential acquirer s purchase.

The special committee, along with its advisors, discussed a variety of issues related to the indications of interest and concluded that six of
the seven potential acquirers had the level of commitment, reputation, experience and access to financial resources necessary to complete its
proposed transaction. The special committee determined that it would be in the best interest of our stockholders to continue active discussions
with the six potential bidders. The special committee directed Jefferies to inform these potential acquirers that they would be expected to
complete all due diligence investigations of Assisted Living, review and comment on a form of merger agreement (prepared by Andrews Kurth,
independent legal counsel for the special committee, in consultation with the special committee and Jefferies), and ultimately submit a final
binding offer to purchase 100% of Assisted Living s outstanding common stock by a date in September to be
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subsequently determined. Jefferies informed the potential acquirers that they would have access to additional due diligence information, an
opportunity to meet with senior management and an opportunity to visit no more than eight residences of their selection during this time period.
The special committee also directed Jefferies to encourage each of the potential acquirers to improve the terms of its proposal prior to such date,
with instructions that any successful offer would likely have to exceed a price of $15.00 per share. The special committee also determined not to
pursue further discussions with Bidder 3 as to a potential sale-leaseback transaction at that time, but indicated its willingness to restart those
discussions, potentially, after the special committee received more information from the other six potential acquirers.

On August 24, 2004, the special committee met to discuss the status of the additional communications with each of the potential acquirers.
Jefferies provided an update and discussed issues with respect to each of them, including conversations that the potential acquirers (including
Extendicare) had with management, potential offer prices, issues with respect to change of control provisions in certain of our lease
arrangements, the ability to obtain financing and whether they would meet the $75 million tangible net worth requirement contained in certain of
our lease arrangements. The special committee designated September 22, 2004 as the deadline for submission of final offers, and Jefferies was
instructed to send an updated process letter and the draft form of merger agreement to the potential acquirers. At the request of the special
committee, Jefferies prepared a second round process letter that was sent to the six potential acquirers on August 27, 2004.

On September 2, 2004, Jefferies sent a draft form of merger agreement to each of the six potential acquirers.

The special committee met again on September 8, 2004 and September 15, 2004 to receive updates on the status of the process, including
the due diligence information available to the potential acquirers. The special committee directed Jefferies to encourage the potential acquirers to
submit offers of at least $16.00 to $17.00 per share or higher. The special committee also discussed at the September 15 meeting a request by
Bidder I  which had not submitted an expression of interest during the first round of the process and thus, was not one of the six active bidders
that it receive a second round process letter, a copy of the draft merger agreement and access to the electronic data room so that it could submit
an offer by the September 22 deadline. The special committee concluded that it would be appropriate for Bidder 1 to participate in the process in
order to maximize potential value for the benefit of our stockholders. The special committee also considered the possibility that change of
control provisions in the LTC leases might be triggered by consummation of one of the potential transactions being considered.

On September 10, 2004, Mr. Dimitriadis, chairman of the board of directors and chief executive officer of LTC, resigned from our board of
directors.

On September 14, 2004, LTC filed with the Securities and Exchange Commission a report on Form 8-K, announcing, among other matters,
its engagement of Cohen & Steers to act as its financial advisor in seeking an alternative or successor operator for LTC s residences currently
leased to us, in the event that LTC elected to terminate these leases because we entered into a business combination that caused a change in
control which triggered a right to terminate the leases or resulted in an event of default under the leases. At the special committee s meeting on
September 15, 2004, it discussed LTC s Form 8-K and considered whether the purpose of this filing (including inclusion in the Form 8-K of a

confidential offering memorandum relating to our leased facilities and noting that triggering the 30% change of control provision in the leases
would provide a right to declare an event of default thereunder) might have been intended to signal to prospective bidders that LTC might
terminate its leases if the acquisition resulted in a change of control giving rise to LTC s right to terminate the leases. The special committee also
discussed that the LTC Form 8-K noted that a transaction in which the surviving entity has a tangible net worth, as defined in the leases, of at
least $75 million would not give rise to an event of default under the leases.

By September 22, 2004, six potential acquirers from the first round, along with Bidder 1 as a seventh party, had submitted revised
indications of interest. Bidder 3, the party that submitted the highest initial indication of interest, did not submit a revised offer to acquire all of
our owned residences. All of the potential acquirers except Bidder 1 also submitted a marked merger agreement. None of the revised offers
appeared to contain a financing contingency. On September 24, 2004, the special committee met to discuss the offers,
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including summaries thereof prepared by Andrews Kurth and Jefferies. Jefferies presented a list of the revised offers that indicated a proposed
per share price range from $16.50 to $18.50 per share. Extendicare s revised offer proposed an offer price of $18.10 per share. The special
committee discussed the terms of each individual proposal and, along with its advisors, discussed various issues, including the proposed per
share offer price, the proposed structure and timing of the transaction, the ability of each potential acquirer to obtain and secure any financing
necessary for the transaction, the tangible net worth of the potential surviving company, contingencies to closing, the amount and content of
comments to the form of merger agreement, and the expected likelihood and timing of negotiating a final merger agreement with each party.

The special committee discussed the offer that had been received from Bidder 1 and concluded that, despite its being the only potential
acquirer not to submit a marked draft of the merger agreement, Bidder 1 had submitted the economically superior offer because, among other
reasons, the $18.50 per share price was higher than those proposed by any of the other potential acquirers and it had minimal contingencies to
closing. In addition, Bidder 1 had conducted a substantial amount of due diligence on Assisted Living over a longer period of time (since early
2004). Bidder 1 requested that we enter into a three-week period of exclusive negotiations. The special committee concluded that it would be in
the best interest of Assisted Living to negotiate with Bidder 1 on an exclusive basis, subject to the agreement of Bidder 1 that Assisted Living
could make a public disclosure about the price and other material terms of its offer.

At various times during the negotiation process, the special committee had considered the possibility of a party acquiring sufficient shares
of our common stock to block any business combination approved by the special committee or our board of directors. The special committee had
on several occasions considered the possibility of recommending the adoption of a stockholder rights plan (or other anti-takeover devices) to
deter such actions. Given the likelihood that potential acquirers other than Bidder 1 might learn that their proposals were not the highest after
being notified of our exclusive negotiation period with Bidder 1, the special committee determined that it was appropriate to prepare a draft form
of a stockholder rights plan and to be ready to implement such a plan concurrently with the granting of a period of exclusive negotiation. The
special committee instructed Andrews Kurth to prepare a draft form of stockholder rights agreement. Also at the September 24, 2004 special
committee meeting, upon the recommendation of Andrews Kurth, the special committee retained the law firm of Schreck Brignone of Las
Vegas, Nevada, as its special Nevada counsel.

On September 27, 2004, the special committee met, and Jefferies provided an update on conversations that it recently had with each of the
seven parties remaining in the process. During discussions with Jefferies over the weekend, Bidder 1 indicated that it had not noticed a specific
change of control provision in certain of our leases (other than the leases with LTC). Bidder 1 also indicated that it did not want to disseminate a
press release that disclosed the proposed per share price. Moreover, Bidder 1 reduced its proposed per share price to a point that made it no
longer the economically superior proposal. As a result, the special committee no longer felt that Bidder 1 s current proposal was sufficiently
superior to the others such that it should grant a period of exclusive negotiations.

With respect to the other potential acquirers, Jefferies informed the special committee that each of the potential acquirers (including
Extendicare) was prepared to move forward on the basis of the information submitted in its respective proposal. Jefferies reviewed the status of
discussions that it had with each of the potential acquirers, including any concerns about change of control provisions in Assisted Living s real
property leases, the need for continuation of management with each potential acquirer, whether the potential acquirers were amenable to issuing
a press release disclosing the material terms of their offer and the status of due diligence conducted. After further discussions, the special
committee directed Jefferies to communicate further with each of the potential acquirers.

On September 30, 2004, the special committee met and received an update on discussions that Jefferies had with the potential acquirers
(other than Bidder 3). Jefferies updated the special committee with regard to the potential acquirers willingness to modify various terms of the
indications of interest. During the meeting, the special committee also discussed the possibility of pursuing a sale-leaseback transaction and
issuing a special dividend to all of our stockholders.
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The special committee next met on October 1, 2004 to receive an update from Jefferies on its recent discussions with the potential acquirers,
specifically Extendicare and Bidder 2, who, following Bidder 1 s reduction in its proposed per share price, had each proposed the highest per
share price. The special committee concluded that there was more certainty about consummating a transaction with Bidder 2 than with
Extendicare because Bidder 2 had an apparently greater knowledge about Assisted Living and its operations and had fewer closing conditions
relating to Assisted Living s leases and financing agreements. The special committee determined to recommend to our board of directors that
Assisted Living enter into a three-week exclusivity arrangement with Bidder 2. The special committee further reviewed the draft form of
stockholder rights plan prepared by Andrews Kurth. The special committee determined that, given the likelihood that we would soon enter into
an exclusivity arrangement, it would recommend that our board of directors adopt the plan.

On October 1, 2004, after the meeting of our special committee, our board of directors met. Jefferies provided a summary of the acquisition
proposals that had been received from potential acquirers interested in engaging in a transaction with Assisted Living, including the per share
prices offered, the material terms of each proposal and certain conditions to closing. Jefferies also advised our board of directors about the
relative merits of each of the acquisition proposals and responded to inquiries by members of our board of directors. Mr. Holliday then presented
the recommendation of the special committee that Assisted Living proceed to enter into a three-week exclusivity agreement with Bidder 2. Our
board of directors discussed the merits of proceeding with a transaction with Bidder 2 and suggested providing a final opportunity to one of the
other potential acquirers, referred to as Bidder 4 in this proxy statement, to increase its per share offer price and to propose terms not entailing
significant contingencies contained in the offer submitted by Bidder 2, therefore increasing the likelihood of closing. The board of directors
adopted the recommendation of the special committee to negotiate with Bidder 2 on an exclusive basis for the purposes of potentially entering
into a definitive merger agreement, subject to agreement about an appropriate press release identifying the bidder and resolving certain
reimbursement of expense issues. At this October 1, 2004 meeting, our board of directors also adopted the stockholder rights plan recommended
by the special committee in order to preserve our long term value, protect against the breach of certain change in control provisions in our leases
and assist the special committee in effecting its responsibilities.

During negotiations over the exclusivity agreement, Bidder 2 expressed its reluctance about our issuing a press release that contained certain
information, including its name or its per share offer price. In addition, Bidder 2 insisted on a significant expense reimbursement during the
exclusivity period if Assisted Living decided not to pursue a transaction with Bidder 2 at the end of that period.

During the time that Assisted Living and Bidder 2 were negotiating an exclusivity agreement, Jefferies continued discussions with
Extendicare that led to it increasing its per share offer price from $18.10 to $18.50, agreeing to remove as a condition to closing any approvals
required from LTC, and stating that it was likely that by the end of the exclusivity period it could remove as closing conditions any consents
relating to leases or financing agreements. The special committee also noted that Extendicare would most clearly satisfy the provision in certain
of our leases that requires the surviving entity to have tangible net worth of at least $75 million. Extendicare also did not request reimbursement
of any expenses that it incurred during the exclusivity period. Based on this information, Jefferies and the special committee determined that the
proposal submitted by Bidder 2 was no longer the economically superior proposal. Also during this time, Bidder 4 declined the opportunity to
submit a written indication of interest at a higher price per share. The special committee directed Jefferies and Andrews Kurth to negotiate with
Extendicare regarding an exclusivity period and to negotiate and finalize an exclusivity agreement for execution.

On October 4, 2004, we announced the adoption of the stockholder rights plan. We also announced that the special committee had received
several indications of interest with respect to the potential purchase of all of our outstanding shares of common stock in a cash transaction.

On October 8, 2004, Jefferies and the special committee met with Extendicare to discuss our relationships with our lenders and lessors and
other related matters. On October 11, 2004, Andrews Kurth and counsel to Extendicare commenced negotiation of an exclusivity agreement. On
October 14, 2004, Extendi-
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care submitted a revised offer that reflected its offer price of $18.50 per share and other terms that had been discussed verbally during the prior
two weeks.

On October 15, 2004, the special committee presented its recommendation to our board of directors that Assisted Living proceed to enter
into a three-week exclusivity agreement with Extendicare. Our board of directors discussed the merits of a potential transaction with Extendicare
and decided unanimously to adopt the recommendation of the special committee to negotiate with Extendicare on an exclusive basis for the
purposes of entering into a definitive merger agreement. On October 15, 2004, Assisted Living and Extendicare entered into an agreement
granting Extendicare a three-week exclusivity period during which time Assisted Living would not negotiate with other potential acquirers,
Extendicare would complete any remaining due diligence and the parties would negotiate for the purposes of potentially entering into a
definitive merger agreement. The special committee determined that it was not in our best interest to announce an exclusivity agreement with
Extendicare.

On November 1, 2004, the special committee met to discuss the status of negotiations between Andrews Kurth and Extendicare s legal
counsel over the merger agreement. The special committee reviewed the current draft of merger agreement that had been distributed several days
earlier to all directors, together with the written materials prepared by Jefferies. Andrews Kurth reviewed with the special committee several of
the issues that remained to be resolved and received directions from the special committee.

On November 4, 2004, the special committee met again to discuss the status of negotiations over the merger agreement. The special
committee reviewed a revised draft of the merger agreement that had been distributed the day before to all directors, together with the updated
written materials prepared by Jefferies in connection with an anticipated meeting of the board of directors later in the day. Jefferies then
reviewed the materials circulated to the special committee related to the analyses that Jefferies had performed in connection with its willingness
to issue an opinion that, as of the date of the meeting, the proposed cash purchase price of $18.50 per share was fair, from a financial point of
view, to the stockholders of Assisted Living. Following this presentation, Jefferies delivered an oral fairness opinion, which was subsequently
confirmed in writing. See the section of this proxy statement entitled Special Factors Opinion of the Special Committee s Financial Advisor
beginning on page 23.

After further discussion, the special committee resolved, by unanimous vote, that the merger agreement and the transactions contemplated
thereby, including the merger, are fair to, advisable and in the best interests of Assisted Living and our stockholders and resolved to recommend
that our board of directors:

determine that the merger agreement and the merger are advisable, fair to, and in the best interests of Assisted Living and our stockholders;
approve the merger agreement and the transactions contemplated thereby;
recommend that our stockholders approve and adopt the merger agreement, subject to the terms and conditions set forth therein; and

approve an amendment to the stockholder rights plan that would exempt an acquisition transaction with Extendicare from triggering the
rights issued pursuant to the plan.

Following the special committee s meeting in the afternoon of November 4, 2004, our board of directors convened a telephonic meeting. The
special committee informed our board of directors of its recommendation and the factors that it had considered in reaching its conclusions to
recommend the merger to our board of directors. Jefferies presented to the board of directors its written financial analysis of the proposed
transaction and answered questions posed by the members of our board of directors. Jefferies delivered its written opinion dated November 4,
2004, which stated that, as of that date, and based upon and subject to the assumptions made, matters considered, qualifications and limitations
set forth in the written opinion, the consideration of $18.50 per share in cash to be received by the stockholders was fair, from a financial point
of view, to the stockholders of Assisted Living. Following deliberations, our board of directors unanimously adopted the recommendation of the
special committee, based upon the view of our board of directors as to the reasonableness of such recommendation and the factors considered by
the special committee in arriving at
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such recommendation, and approved the merger agreement, the merger, the amendment to the stockholder rights plan and the related
transactions.

On November 4, 2004, the merger agreement was executed, and we and Extendicare each issued a press release announcing the transaction.

Recommendation of the Special Committee and Our Board of Directors and Reasons for the Merger

The special committee of our board of directors unanimously determined that the terms of the merger agreement, including the merger
consideration of $18.50 per share of common stock, and the proposed merger are advisable, fair to and in the best interests of our company and
our stockholders. The special committee unanimously recommended to our board of directors that the merger agreement and the merger be
approved and adopted. The special committee considered a number of factors, as more fully described above under =~ Background of the Merger
and as described below under ~ Reasons for the Special Committee s Determination, in determining to make its recommendation. Our board of
directors, following the special committee s recommendation, also determined that the merger agreement and the proposed merger are advisable,
fair to and in the best interests of our company and our stockholders and unanimously approved the merger agreement and the merger.
Accordingly, our board s unanimous approval of the merger and the merger agreement also reflected approval by a majority of our non-employee
directors. Our board of directors unanimously recommends that our stockholders vote FOR the approval and adoption of the merger
agreement and the merger.

Reasons for the Special Committee s Determination. The special committee consists solely of directors who are not our officers or
employees, who are independent of and have no economic interest or expectancy of an economic interest in Extendicare or any of its affiliates
and do not have an economic interest or expectancy of an economic interest in Alpha Acquisition or the surviving corporation. The members of
the special committee are Mark Holliday and Steven D. Scheiwe. If the merger is completed, Mr. Holliday and Mr. Scheiwe will, along with all
other option holders, receive cash payments for their options. See  Interests of Our Directors and Executive Officers in the Merger beginning on
page 32. Each member of the special committee has been paid a flat fee of $75,000 for such member s service on the special committee, and,
whether or not the merger is completed, will be paid $10,000 per month after December 31, 2004 until the special committee is dissolved and
will also be reimbursed for out-of-pocket expenses incurred in connection with service on the special committee. In recommending the approval
and adoption of the merger agreement and the merger to our board of directors, the special committee considered a number of factors that it
believed supported its recommendation, including among other things:

the fact that the merger consideration of $18.50 per share, all in cash, represented a substantial premium over the market price of our
common stock before the public announcement of the merger agreement, namely, an approximately 25.3% premium over the market
closing price of $14.77 per share on November 2, 2004, and a 111.4% premium over the market closing price of $8.75 per share on
May 27, 2004, the day before we publicly announced a review of strategic alternatives;

the process undertaken by Jefferies, with over 50 potentially interested parties having been contacted and eight having submitted
indications of interest;

the role of the special committee and Jefferies in establishing guidelines for written proposals and the efforts made by our special
committee, through Jefferies, to induce the potential acquirers to improve their proposals;

the opinion of Jefferies dated November 4, 2004 to our board of directors as to the fairness, from a financial point of view, as of the date of
the opinion, of the $18.50 per share merger consideration to be received by our stockholders, which opinion the special committee
considered in its totality;

the financial analyses of Jefferies provided to the special committee in conjunction with its fairness opinion;
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the ability of our stockholders to obtain significant cash value through the proceeds of the merger versus continued risk of operating as a
stand-alone company, taking into account uncertainties about the unpredictability of stock market valuations and the uncertainty of
achieving management s projections;

the terms of the merger agreement, including the price, the ability to consider unsolicited offers and, subject to certain limitations, the
ability to terminate the merger agreement and accept a superior acquisition proposal; and

its review of the alternatives to a sale of Assisted Living, including maintaining the status quo, engaging in a sale-leaseback transaction or
paying a special dividend.
The special committee also determined that the merger is procedurally fair because, among other things:

our board of directors established a special committee of independent directors to consider and negotiate the merger agreement, and the
special committee retained its own independent legal counsel and its own financial advisor;

the special committee, which consists solely of directors who are not our officers or employees, are independent of and have no economic
interest or expectancy of an economic interest in Extendicare or its affiliates and do not have any economic interest or expectancy of an
economic interest in Alpha Acquisition or the surviving corporation, was given exclusive authority to, among other things, evaluate,
negotiate and recommend the terms of any proposed transaction, determine the advisability of any strategic alternative and to reject on
behalf of Assisted Living any offer that it could not favorably recommend to our board of directors. If the merger is completed, the two
members of the special committee will, along with all other option holders, receive cash payments for their stock options. See below under
Interests of Our Directors and Executive Officers in the Merger beginning on page 32. Each member of the special committee has been
paid a flat fee of $75,000 for such member s service on the special committee, and, whether or not the merger is completed, will be paid
$10,000 per month after December 31, 2004 until the special committee is dissolved and will also be reimbursed for out-of-pocket
expenses incurred in connection with service on the special committee;

the $18.50 per share merger consideration and other terms and conditions of the merger agreement resulted from arm s-length negotiations
between the special committee and Extendicare;

subject to certain conditions, the merger agreement allows our board of directors to exercise its fiduciary duties to consider potential
alternative transactions;

subject to certain conditions, the merger agreement allows our board of directors to terminate the merger agreement and accept a superior
acquisition proposal; and

under Nevada law, our stockholders have the right to assert dissenter s rights, which rights are described below under ~ Dissenter s Rights
beginning on page 38 and in Annex C.

The special committee also considered a variety of risks and other potentially negative factors concerning the merger, including, among
other things:

that if the merger is not consummated due to circumstances further discussed in The Merger Agreement Termination beginning on
page 52 and The Merger Agreement Fees and Expenses; Termination Fee beginning on page 53, we may be required to pay Extendicare a
termination fee and expenses;

that following the merger, our stockholders (other than Extendicare) will cease to participate in any of our future earnings growth or
benefit from any increase in our value;

that our stockholders, upon completion of the merger, will be required to surrender their shares involuntarily in exchange for a cash price
determined by the special committee and board of directors and that stockholders will not have the right thereafter to liquidate their shares
at a time and for a price of their choosing;
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that the transaction is taxable and that our stockholders may face taxation on the proceeds of the transaction and will forgo the deferral of
taxation on their shares; and

that, if the merger is not completed, we will have expended significant resources, and diverted management attention from the operations
of Assisted Living, as further discussed in Special Factors Risks that the Merger Will Not Be Completed beginning on page 31.

The foregoing addresses material factors considered by the special committee in its consideration of the merger. After considering these
factors, the special committee concluded that the positive factors relating to the merger outweighed the negative factors. Because of the variety
of factors considered, the special committee did not find it practicable to quantify or otherwise assign relative weights to, and did not make
specific assessments of, each specific factor considered in reaching its determination. In addition, individual members of the special committee
may have assigned different weights to various factors. The determination of the special committee was made after consideration of all of the
factors together.

Reasons for Our Board of Directors Determination. Our board of directors consists of five directors, two of whom serve on the special
committee. In reporting to our board of directors regarding its determination and recommendation, the special committee, with its legal and
financial advisors participating, advised the other members of our board of directors of the course of negotiations with Extendicare and its legal
counsel, its review of the merger agreement and the factors that it took into account in reaching its determination that the terms of the merger
agreement and the merger are advisable, fair to and in the best interests of Assisted Living and our stockholders. As part of its determination
with respect to the merger agreement and the merger, our board of directors adopted the fairness analysis and recommendation of the special
committee, and the factors considered by the special committee in arriving at such recommendation, based upon our board of directors view as
to the reasonableness of such recommendation. In view of the wide variety of factors considered in its evaluation of the proposed merger
agreement and the merger, our board of directors did not find it practicable to quantify or otherwise assign relative weights to, and did not make
specific assessments of, each specific factor considered in reaching its determination. Instead, our board of directors based its decision on the
totality of the information presented and considered.

Our board of directors believes that the merger agreement and the proposed merger are advisable, fair to and in the best interests of our
stockholders. In reaching these conclusions, our board of directors considered it significant that:

the merger consideration of $18.50 per share, all in cash, represented a substantial premium over the market price of our common stock
before the public announcement of the merger agreement, namely, an approximately 25.3% premium over the market closing price of
$14.77 per share on November 2, 2004, and a 111.4% premium over the market closing price of $8.75 per share on May 27, 2004, the day
before we publicly announced a review of strategic alternatives;

the $18.50 per share merger consideration and other terms and conditions of the merger agreement resulted from arm s-length negotiations
between the special committee and Extendicare;

the special committee consists solely of directors who are not our officers or employees, are independent of and have no economic interest
or expectancy of an economic interest in Extendicare or its affiliates and do not have any economic interest or expectancy of an economic
interest in Alpha Acquisition or the surviving corporation;

the special committee conducted extensive negotiations with Extendicare and had the authority to reject the transactions proposed by
Extendicare (these negotiations ultimately led to an increase in the proposed cash consideration to be received by our stockholders from
between $11.00 and $13.00 per share to $18.50 per share);

the financial advisor to the special committee rendered an oral opinion (subsequently confirmed in writing) to our board of directors as to
the fairness, from a financial point of view, as of the date of the opinion, of the $18.50 per share merger consideration to be received by
our stockholders as described
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more fully below under ~ Opinion of the Special Committee s Financial Advisor beginning on page 23;

the merger agreement permits us to provide information and participate in negotiations with respect to parties who have submitted
unsolicited acquisition proposals in the circumstances described in the merger agreement and, in either such case, to terminate the merger
agreement, under certain circumstances, to accept a superior acquisition proposal; and

under Nevada law, our stockholders have the right to assert dissenter s rights.

Special Committee Fees. It was determined that each member of the special committee would be paid $75,000 for such member s service on
the committee, regardless of whether any proposed transaction was entered into or completed. In addition, each of the members of the special
committee will be paid a fee of $10,000 per month after December 31, 2004 until the special committee is dissolved. The members of the special
committee also will be reimbursed for their out-of-pocket expenses incurred in connection with their service on the special committee.

Opinion of the Special Commiittee s Financial Advisor

The special committee engaged Jefferies to assist it in connection with its evaluation of the proposed merger and to render an opinion as to
whether the merger consideration to be received by the stockholders of Assisted Living in the merger is fair, from a financial point of view, to
such stockholders. On November 4, 2004, Jefferies delivered its written opinion to our board of directors stating that, as of November 4, 2004,
and based upon the assumptions made, matters considered and limits of review set forth therein, the merger consideration to be received by the
stockholders of Assisted Living is fair, from a financial point of view, to such stockholders.

The opinion is addressed to the board of directors of Assisted Living and addresses only the fairness, from a financial point of view, of the
merger consideration to be received by the stockholders of Assisted Living in the proposed merger. The opinion does not address the merits of
Assisted Living s underlying decision to engage in the merger. The opinion does not constitute, nor should it be construed as, a recommendation
to any stockholder about how to vote at the special meeting or any adjournments or postponements thereof. Although Jefferies participated in
negotiations among the parties, the consideration to be received by the stockholders was determined on the basis of negotiations between the
special committee and Extendicare and was approved by the special committee and the board of directors of Assisted Living.

The full text of Jefferies written opinion, which sets forth assumptions made, matters considered and limits on the review
undertaken, is attached as Annex B. Stockholders are urged to read the opinion in its entirety.

In connection with its opinion, Jefferies has, among other things:

evaluated and assessed the offers and indications of interest submitted, as described in  Special Factors Background of the Merger
beginning on page 13;

reviewed a draft of the merger agreement;
reviewed certain financial and other information about Assisted Living and Extendicare that was publicly available;

reviewed certain internal financial and operating information, including financial projections that were provided to Jefferies by Assisted
Living, taking into account the growth prospects of Assisted Living and the markets in which it competes, Assisted Living s historical
financial performance and Assisted Living s ability to meet its financial forecasts and projections;

reviewed certain change of control provisions in agreements between Assisted Living and certain lessors, certain lenders and certain
executive officers of Assisted Living that would cause cash payments or other benefits to accrue to such parties as a result of the merger;
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met with Assisted Living s management regarding the business prospects, financial outlook and operating plans of Assisted Living,
including the effect of the current economic environment on such prospects and plans;

reviewed the historical prices, trading multiples and trading volumes of the common stock of Assisted Living;
reviewed the premiums to pre-announcement stock prices paid in recent acquisition transactions that were similar to the merger;

compared the financial characteristics and valuations in the public market of companies that Jefferies deemed similar to that of Assisted
Living with respect to markets, services offered and size;

reviewed public information with respect to recent acquisition transactions that Jefferies deemed comparable to the merger;

performed a discounted cash flow analysis on the present value of the future cash flow streams that Assisted Living has indicated it expects
to generate; and

performed a net asset value analysis on the aggregate value of the real property and leasehold interests owned by Assisted Living.

In addition to the foregoing, Jefferies performed such other studies, analyses and investigations and considered such other financial,
economic and market criteria as Jefferies considered appropriate in arriving at its opinion.

The following description is a summary of the analyses and examination that Jefferies considered to be material to its opinion and was
provided by Jefferies for inclusion in this proxy statement. It is not a comprehensive description of all analyses and examinations actually
conducted by Jefferies. Jefferies relied on financial projections that were prepared by Assisted Living s management and reviewed by the special
committee. Jefferies assumed that the financial projections were reasonably prepared on a basis reflecting the good faith judgments of
management as to Assisted Living s anticipated future financial condition and operating results.

Stock Trading History Analysis

Jefferies reviewed the history of the trading volume and price of Assisted Living s common stock since Assisted Living emerged from
bankruptcy in January 2002. As of the date of the opinion, Jefferies noted that, since Assisted Living emerged from bankruptcy in January 2002,
the stock had not traded above the proposed $18.50 per share to be paid in cash in the merger. Jefferies also compared the trend in Assisted
Living s stock price to the Standard & Poor s 500 Index, referred to as the S&P 500 in this proxy statement, and an index of the public companies
that primarily operate assisted living or independent living residences, referred to as the Assisted Living Index in this proxy statement. The
Assisted Living Index included American Retirement Corporation, Capital Senior Living Corporation, Emeritus Corporation and Sunrise Senior
Living, Inc. Such review indicated that, since the emergence of Assisted Living from bankruptcy in January 2002, Assisted Living s common
stock had significantly outperformed the S&P 500 and the Assisted Living Index. Since January 9, 2002, the stock of Assisted Living increased
over 490%, compared to a decrease of approximately 3.8% for the S&P 500 and an increase of approximately 41.5% for the Assisted Living
Index. The stock price performance of Assisted Living may not be comparable to other indices as a result of several factors, including its limited
public float and low average daily trading volume.

Premiums Paid Analysis

Jefferies calculated premiums paid per share over the trading price per share of the target company as of one day, one week and four weeks
prior to announcement for comparable acquisitions of public healthcare services companies announced and closed since January 1, 2002 and
compared them to the premium to be paid in the proposed merger, referred to as the Premiums Paid Analysis in this proxy statement.

24

Table of Contents 33



Edgar Filing: ASSISTED LIVING CONCEPTS INC - Form PREM14A

Table of Contents

The following transactions were the basis of the Premiums Paid Analysis:

Announced Closed Target Acquirer
5/19/04 717104 ALARIS Medical Systems, Inc. Cardinal Health, Inc.
4/26/04 7/29/04 Oxford Health Plans, Inc. UnitedHealth Group, Inc.
3/22/04 8/20/04 US Oncology, Inc. Welsh Carson Anderson & Stowe
12/5/03 3/2/04 PlanVista Corp. ProxyMed, Inc.
11/11/03 2/20/04 Medstone International, Inc. Prime Medical Services, Inc.
10/27/03 2/10/04 Mid Atlantic Medical Services, Inc. UnitedHealth Group, Inc.
9/2/03 3/24/04 AdvancePCS, Inc. Caremark Rx, Inc.
6/3/03 9/24/03 Cobalt Corp. WellPoint Health Networks, Inc.
4/9/03 6/30/03 Ramsay Youth Services, Inc. Psychiatric Solutions, Inc.
1/3/03 4/30/03 Prometheus Assisted Living LLC ARV Assisted Living, Inc.
12/9/02 3/27/03 AmeriPath, Inc. Welsh Carson Anderson & Stowe
11/8/02 1/17/03 Dianon Systems, Inc. Laboratory Corp. of America
10/21/02 1/9/03 Scherer Healthcare, Inc. Stericycle, Inc.
9/24/02 4/23/03 ARV Assisted Living, Inc. Prometheus Assisted Living LLC
9/13/02 2/24/03 Monarch Dental Corp. Gryphon/ Bright Now! Dental
8/1/02 9/9/02 Omega Worldwide, Inc. Four Seasons Health Care Ltd
6/14/02 1/1/03 Syncor International Corp. Cardinal Health, Inc.
5/9/02 7/25/02 Dynacare, Inc. Laboratory Corp of America Holdings
4/29/02 7/31/02 Trigon Healthcare, Inc. Anthem, Inc.
4/2/02 2/27/03 Unilab Corp. Quest Diagnostics, Inc.
2/8/02 4/20/02 Raytel Medical Corp. SHL Telemedicine Ltd.

Jefferies compared the premiums paid in the above transactions to the premium paid per share over the trading share price of Assisted
Living one day, one week and four weeks prior to the following:

Assisted Living s first announcement regarding its exploration of strategic alternatives on May 28, 2004;

Assisted Living s announcement regarding the retention of Jefferies and Andrews Kurth by the special committee on June 18, 2004; and

one day prior to the announcement of the merger on November 4, 2004.

The median premium paid in the above transactions was 23.2% based on one day prior to announcement, 23.5% based on one week prior to

announcement and 26.0% based on four weeks prior to announcement.

The following table sets forth the premiums paid per share over the trading share price of Assisted Living:

Transaction Premium to Historical Trading Prices

5/28/2004 6/18/2004 11/3/2004
Period Price Premium Premium Price Premium
1-Day Prior $8.75 111.4% 76.2% $14.77 25.3%
1-Week Prior 8.80 110.2% 72.1% 13.50 37.0%
4-Weeks Prior 9.25 100.0% 112.0% 12.50 48.0%

Based on the foregoing, Jefferies noted that the premium paid in the proposed merger relative to each of the selected dates exceeds the
median premium for the comparable transactions for each of the preceding time periods analyzed.
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Comparable Companies Analysis

Using publicly available information and estimates of future financial results published by the research departments of Jefferies and other
nationally recognized investment banks, Jefferies compared selected projected financial and operating data of Assisted Living to the
corresponding data of a group of publicly traded companies that it deemed to be reasonably comparable to Assisted Living. Jefferies selected as
comparable companies all of the public companies with an equity market capitalization in excess of $100 million that operate assisted living
residences, independent living residences or long-term care facilities, with the exception of Mariner Health Care, Inc., which has announced its
proposed acquisition by National Senior Care, Inc. In determining the appropriate comparable companies, Jefferies considered a variety of
factors including, but not limited to, market capitalization, services offered, and payor mix. The eleven companies deemed comparable to
Assisted Living, referred to as the Comparable Companies in this proxy statement, consisted of:

Assisted Living Companies Long-Term Care Companies
American Retirement Corporation Beverly Enterprises, Inc.
Capital Senior Living Corporation Extendicare, Inc.
Emeritus Corporation Genesis HealthCare Corporation
Sunrise Senior Living, Inc. Kindred Healthcare, Inc.

Manor Care, Inc.
National HealthCare Corp.
Sun Healthcare Group, Inc.

Jefferies derived trading multiples for the Comparable Companies based on the following calculations:

Adjusted Enterprise Value (defined as market value of equity plus the sum of total debt and capitalized rent payments (i.e., eight times rent
expense), less cash and cash equivalents) to earnings before interest, taxes, depreciation, amortization and rent expense, referred to as
EBITDAR in this proxy statement;

Enterprise Value (defined as market value of equity plus the sum of total debt, less cash and cash equivalents) to earnings before interest,
taxes, depreciation, and amortization, referred to as EBITDA in this proxy statement; and

Equity Value (defined as the stock price multiplied by the fully diluted shares outstanding) to fully taxed net income.

Jefferies calculated these trading multiples for the last twelve months, referred to as LTM in this proxy statement, and projected calendar years
2004 and 2005.

The following table sets forth the median multiples based upon the foregoing analysis:

Multiple LTM 2004 2005

EBITDAR 8.2x 7.6x 7.2x
EBITDA 7.7x 7.5x 7.0x
Net Income 14.7x 16.7x 16.2x

The following table sets forth the implied median values per share of Assisted Living common stock based upon the foregoing multiples:

Multiple LTM 2004 2005
EBITDAR $11.64 $ 7.67 $ 8.59
EBITDA $ 9.30 $ 8.02 $ 9.24
Net Income $16.01 $13.40 $17.22
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None of the Comparable Companies is identical to Assisted Living. Accordingly, a complete analysis of the results of the foregoing
calculations cannot be limited to a quantitative review of such results and involved complex considerations and judgments concerning
differences in financial and operating characteristics of the Comparable Companies. In addition, estimates of future financial results published
by the research departments of Jefferies and other nationally recognized investment banks are based on only publicly available information.
Accordingly, such estimates may or may not prove to be accurate.

Precedent Transactions Analysis

Jefferies considered the terms of selected transactions completed in the assisted living and long-term care sectors since January 2000 for
which transaction value and financial information for the target company were publicly available. In determining the transactions that were
reasonably comparable to the proposed merger, Jefferies did not purposefully exclude any transaction that met this criteria. These transactions
are referred to as the Precedent Transactions in this proxy statement. Jefferies compared the $18.50 per share to be paid to Assisted Living
stockholders in the proposed merger with the consideration involved in the Precedent Transactions. The seven Precedent Transactions were as
follows:

Date Date
Announced Completed Target Acquirer
7/18/2003 12/07/2003 Alterra Healthcare Corporation Fortress/ Emeritus Corporation
1/3/2003 4/23/2003 ARV Assisted Living, Inc. Prometheus Assisted Living LLC
12/30/2002 3/30/2003 Marriott Senior Living Services, Inc. Sunrise Assisted Living, Inc.
Senior Housing/ Five Star
1/23/2002 10/25/2002 Constellation Health Services, Inc. Quality Care, Inc.
4/18/2000 4/18/2000 ILM II Senior Living, Inc. Five Star Quality Care, Inc.
7/26/2000 9/13/2000 Brookdale Living Communities, Inc. Fortress Brookdale Acquisition LLC
2/25/2000 6/15/2000 Centennial HealthCare Corp. Welsh Carson Anderson & Stowe

Jefferies selected the Precedent Transactions on the basis of several variables, including, but not limited to, the transaction value, the
services offered by the target and the payor mix of the target. Jefferies derived acquisition multiples in the Precedent Transactions based on the
following calculations:

Adjusted Enterprise Value to LTM EBITDAR; and

Enterprise Value to LTM EBITDA.

The resulting median multiples for the Precedent Transactions were 8.8x LTM EBITDAR and 10.2x LTM EBITDA. These multiples
implied a price per share for Assisted Living of $15.07 based on LTM EBITDAR and $19.15 based on LTM EBITDA.

Based on the foregoing, Jefferies noted that the $18.50 per share to be paid to Assisted Living s stockholders in the proposed merger exceeds
the per share value implied by the median LTM EBITDAR multiple. Jefferies noted that the $18.50 per share to be paid to Assisted Living s
stockholders in the proposed merger was less than the per share value implied by the median LTM EBITDA multiple, but was in the range
implied on an EBITDA basis by the Precedent Transactions.

Discounted Cash Flow Analysis

Jefferies performed a discounted cash flow analysis to estimate the present value of the projected free cash flows of Assisted Living for the
calendar years 2005 through 2008 based on the financial projections provided by Assisted Living s management. Free cash flows were defined as
fully taxed earnings before interest and taxes plus depreciation and amortization, less capital expenditures, plus changes in working capital. The
discounted cash flow value of Assisted Living was determined as follows:

adding the present value as of December 31, 2004 of the projected free cash flows of Assisted Living over the four-year period from 2005
to 2008;
27
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adding the present value of the estimated terminal value of Assisted Living at the end of 2008;
subtracting the debt, net of cash and cash equivalents, of Assisted Living at September 30, 2004; and

subtracting estimated transaction expenses of Assisted Living.

The range of estimated terminal values at the end of the four-year period was calculated by applying terminal multiples ranging from 8.0x to
9.0x to the projected calendar year 2008 EBITDA. The range of terminal multiples was derived based on several factors, primarily the EBITDA
multiples of the Comparable Companies and the EBITDA multiples in the Precedent Transactions. Estimated cash flows and terminal values
were then discounted to December 31, 2004 using discount rates ranging from 7.5% to 8.5%, a range representative of the weighted average cost
of capital, excluding the cost of leases, for Assisted Living and the Comparable Companies. Based on such terminal value multiples and discount
rates, the derived low, median and high equity value per share for Assisted Living was $16.08, $18.53 and $21.07, respectively. Based on the
foregoing, Jefferies observed that the $18.50 per share to be paid to Assisted Living s stockholders in the proposed merger fell within the range
and approximated the median equity value per share based on the discounted cash flow analysis per share.

Net Asset Value Analysis

Jefferies performed a Net Asset Value analysis, referred to as the NAV analysis in this proxy statement, of Assisted Living based on the
residence level cash flows of each of the owned and leased residences of Assisted Living for the nine months ended September 30, 2004 on an
annualized basis. The analysis assumed that Assisted Living is a going concern and does not provide for deductions for taxes, commissions and
other related transaction costs. Furthermore, each residence was valued on a stand-alone basis, notwithstanding the existence of certain master
lease or cross-collateral arrangements.

The net asset values of the owned residences of Assisted Living were determined by:

adding the current cash flows from each of the owned residences of Assisted Living divided by capitalization rates ranging from 11.5% to
12.5%;

adding cash flows from each leased residence of Assisted Living multiplied by multiples of 5.0x to 7.0x;
subtracting the current debt outstanding of the owned residences;

subtracting the working capital deficit;

subtracting estimated transaction expenses of Assisted Living; and

dividing the aggregate result by the total number of shares outstanding on a fully diluted basis.

Residence-level cash flow for owned residences was calculated as residence level revenues less residence level operating expenses, less an
assumed management fee of 7.0% of revenues and less a $300 per unit capital expenditure reserve, consistent with customary industry practices.
The range of capitalization rates used in this analysis was based on, among other factors, the range of capitalization rates observed in
transactions involving properties similar to Assisted Living s owned residences.

Residence-level cash flow for leased residences was calculated as residence level revenues less residence level operating expenses, less an
assumed management fee of 7.0% of revenues, less a $300 per unit capital expenditure reserve, and less lease expense. The range of EBITDA
multiples used for purposes of this analysis was based on, among other factors, the range of multiples observed in transactions involving
properties similar to Assisted Living s leased residences.

Based on the NAV analysis, the derived low, median and high equity value per share for Assisted Living was $16.23, $18.10 and $20.10,
respectively. Based on the foregoing, Jefferies noted that the $18.50 per share to be paid to Assisted Living s stockholders in the proposed merger
was within the range and exceeded the median equity value per share based on the NAV valuation per share.
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Conclusion

The preparation of a fairness opinion is a complex process involving various determinations as to the most appropriate and relevant
quantitative and qualitative methods of financial analysis and the application of those methods to the particular circumstances and, therefore, is
not readily susceptible to partial analysis or summary description. Jefferies opinion was not based on any single factor or analysis, nor did
Jefferies attribute particular weight to individual factors or analyses. Instead, Jefferies believed that the totality of the factors considered and
analyses performed operated collectively to support its determination as to the fairness of the merger consideration from a financial point of
view. In arriving at its opinion, Jefferies considered the results of all of its analyses as a whole. Jefferies also noted that the proposal that resulted
in the merger agreement and the proposed merger was the highest proposal received after an extensive process conducted at the direction of the
special committee, as more fully described above under =~ Background of the Merger beginning on page 13.

In performing its analyses, Jefferies made numerous assumptions with respect to industry performance, general business, economic, market
and financial conditions and other matters, many of which are beyond the control of Assisted Living. No company, transaction or business used
in such analyses as a comparison is identical to Assisted Living or the proposed merger, nor is an evaluation of the results of such analyses
entirely mathematical; instead, such analyses involve complex considerations and judgments concerning financial and operating characteristics
and other factors that could affect the acquisition, public trading or other values of the companies, business segments or transactions being
analyzed. Any estimates contained in the analyses are not necessarily indicative of actual values or predictive of future results or values, which
may be significantly more or less favorable than those contained in such analyses. Estimated values do not purport to be appraisals or to reflect
the prices at which businesses or companies may be sold in the future, and such estimates are inherently subject to uncertainty.

Subject to the matters set forth in its opinion, the judgments made by Jefferies as to its analyses and the factors considered by it caused
Jefferies to be of the opinion, that, as of the date of its opinion, the merger consideration is fair, from a financial point of view, to the
stockholders of Assisted Living. The analyses must be considered as a whole and considering any portion of such analyses or of the factors
considered, without considering all analyses and factors, could create a misleading or incomplete view of the process underlying the opinion of
Jefferies.

Jefferies opinion and financial analyses were only one of many factors considered by our board of directors in its evaluation of the proposed
merger and should not be viewed as determinative of the views of our board of directors or management with respect to the merger consideration
or the merger.

Our special committee selected Jefferies as its financial adviser because of Jefferies reputation as an internationally recognized investment
banking and advisory firm with substantial experience in transactions similar to the proposed merger, as well as its detailed knowledge of
Assisted Living and our business from Jefferies engagement as our financial advisor during our bankruptcy in 2001. As part of its investment
banking and advisory business, Jefferies is regularly engaged in the valuation of businesses and their securities in connection with mergers and
acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities, private placements and
valuations for corporate and other purposes. In the ordinary course of its business, Jefferies may actively trade shares of our common stock and
other securities of Assisted Living, as well as securities of Extendicare or any of its affiliates, for its own account and for the accounts of its
customers and, accordingly, may at any time hold a long or short position in such securities.

Under the terms of a letter agreement, dated June 23, 2004, pursuant to which the special committee engaged Jefferies as its financial
advisor, we agreed to pay a fee of approximately $3,315,103 to Jefferies for its services, $350,000 of which has been paid and approximately
$2,965,103 of which is payable upon consummation of the merger. The approximately $2,965,103 fee will be paid only if the merger is
consummated. In addition to any fees payable to Jefferies under the letter agreement, we have agreed to reimburse Jefferies for its reasonable
out-of-pocket expenses incurred in connection with providing its services and rendering its opinion, not to exceed $50,000 without prior
approval from the special committee. We have
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also agreed to indemnify Jefferies and related parties against various liabilities, including liabilities arising under U.S. federal securities laws or
related to or arising out of the merger or the engagement of Jefferies.

Purpose and Structure of the Merger

The purpose of the merger for us is to allow our stockholders to realize the value of their investment in Assisted Living in cash at a price
that represents a premium to the market price of our common stock before the public announcement of the merger. The special committee and
our board of directors believe, based upon the reasons discussed under =~ Recommendation of the Special Committee and Our Board of Directors
and Reasons for the Merger beginning on page 20, that the merger is advisable, fair to and in the best interests of our company and our
stockholders.

For Extendicare, the purpose of the merger is to allow it to benefit from any future earnings and growth of Assisted Living after our
common stock ceases to be publicly traded.

The transaction has been structured as a cash merger in order to provide our public stockholders with cash for all of their shares and to
provide a prompt and orderly transfer of ownership of Assisted Living with reduced transaction costs.

Effects of the Merger

If the merger is approved by our stockholders and the other conditions to the closing of the merger are either satisfied or waived, Alpha
Acquisition will be merged with and into Assisted Living, with Assisted Living being the surviving corporation. After the merger, Extendicare
will own all of our capital stock.

When the merger is completed, each share of our common stock issued and outstanding immediately prior to the effective time of the
merger (other than treasury shares, shares held by our subsidiaries, shares held by Extendicare or Alpha Acquisition and their respective
subsidiaries, and shares held by stockholders who validly assert and perfect dissenter s rights) will be converted into the right to receive $18.50 in
cash. Each outstanding option will be canceled in exchange for an amount in cash, if any, determined by multiplying (1) the excess, if any, of
$18.50 over the per share exercise price of the option and (2) the number of shares of common stock subject to the option, net of any applicable
withholding taxes. The merger agreement provides for the accelerated vesting of all options at the effective time of the merger in order that all
outstanding options may be so canceled in exchange for cash.

At the effective time of the merger, our current stockholders will cease to have ownership interests in Assisted Living or rights as our
stockholders. Therefore, such current stockholders will not participate in any future earnings or growth of Assisted Living and will not benefit
from any appreciation in value of Assisted Living.

Our common stock is currently registered under the Exchange Act and is traded on the OTC Bulletin Board under the symbol ASLC . Asa
result of the merger, we will be a privately held corporation, and there will be no public market for our common stock. After the merger, the
common stock will cease to be quoted on the OTC Bulletin Board, and price quotations with respect to sales of shares of common stock in the
public market will no longer be available. In addition, registration of the common stock under the Exchange Act will be terminated. This
termination will make certain provisions of the Exchange Act, such as the requirement of furnishing a proxy or information statement in
connection with stockholders meetings, no longer applicable to us. After the effective time of the merger, we will also no longer be required to
file periodic reports with the SEC.

At the effective time of the merger, the directors of Alpha Acquisition will become the directors of the surviving corporation, and our
officers immediately prior to the effective time of the merger will remain the officers of the surviving corporation until the earlier of their
resignation or removal or until their respective successors are duly elected and qualified, as the case may be. Our amended and restated articles
of incorporation and our bylaws as in effect immediately prior to the effective time of the merger will be the articles of incorporation and bylaws
of the surviving corporation.
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It is expected that, upon consummation of the merger, our operations will be conducted substantially as they currently are being conducted.
Extendicare has advised us that it does not have any present plans or proposals that relate to or would result in an extraordinary corporate
transaction following completion of the merger involving our corporate structure or business, such as a merger, reorganization, liquidation, or
sale or transfer of a material amount of assets. We expect, however, that following the merger, our management and Extendicare will
continuously evaluate and review our business and operations and may develop new plans and proposals that they consider appropriate to
maximize our value. Extendicare expressly reserves the right to make any changes it deems appropriate in light of its evaluation and review or in
light of future developments.

A benefit of the merger to Extendicare is that our future earnings and growth will be solely for its benefit and not for the benefit of our
current stockholders. The detriments to Extendicare are the lack of liquidity for the surviving corporation s capital stock following the merger,
the risk that Assisted Living will decrease in value following the merger and the payment by us of approximately $8.6 million in estimated fees
and expenses related to the merger. See  Merger Financing and  Fees and Expenses of the Merger beginning on pages 35 and 37, respectively.

The benefit of the merger to our stockholders is the right to receive $18.50 per share for their shares of our common stock. The detriments
are that our stockholders will cease to participate in our future earnings and growth, if any, and that the receipt of the payment for their shares
will be a taxable transaction for federal income tax purposes. See ~ Material U.S. Federal Income Tax Consequences beginning on page 36.

Risks that the Merger Will Not Be Completed

Completion of the merger is subject to various risks, including, but not limited to, the following:

that the merger agreement and the merger will not be approved and adopted by the holders of at least a majority of the outstanding shares
of our common stock entitled to vote;

that, since June 30, 2004, there will be a change in or effect on our or our subsidiaries business, results of operation, assets, financial
condition or liabilities that in the aggregate equals or exceeds 5% of the aggregate amount of the merger consideration;

that we will experience an event, change, condition, circumstance or state of facts that, individually or in the aggregate has, or would
reasonably be expected to have, a material adverse effect (as defined in the merger agreement) on us;

that the parties will not have performed in all material respects their obligations contained in the merger agreement at or before the
effective time of the merger;

that we will not secure required governmental consents to, and authorizations for, the merger;

that the representations and warranties made by the parties in the merger agreement will not be true and correct to the extent required in the
merger agreement as of the closing of the merger; and

that there may be brought or pending certain suits, actions or proceedings before any governmental entity that seeks to restrain, prevent or
change the merger, or question the validity or legality of the merger, or seeks damages in connection with, or imposes any condition on,
the merger.
As used in the merger agreement, a material adverse effect with respect to Assisted Living means any change in or effect on the business,
results of operations, assets, financial condition or liabilities that is materially adverse to us when taken as a whole; provided, that a material
adverse effect is not deemed to include a material adverse effect arising directly as a result of the following:

any change or changes in general economic conditions or local, regional or national industry that do not disproportionately affect us or our
subsidiaries;

in and of itself, any change in the market price or trading volume of our common stock;

in and of itself, our failure to meet the revenue or earnings predictions of equity analysts for any period ending (or for which earnings are
released) during the period prior to the closing date;
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the taking of any action required by the merger agreement or to which Extendicare has given its written consent;
any changes or effects to the extent primarily attributable to the fact that Extendicare is the buyer;
any changes or effects resulting from the actions of Extendicare or any of its subsidiaries;

any stockholder litigation arising from allegations of breach of fiduciary duty relating to the merger agreement, except for certain specified
litigation;

any acts of war or terrorism that do not disproportionately affect us or our subsidiaries;
changes in generally accepted accounting principles that do not disproportionately affect us or our subsidiaries; or

any event or matter having a change in or effect on our real property leases with LTC Properties, Inc. (including any declaration or threat
of declaring an event of default under such leases) or any litigation pending or threatened in connection with such leases that directly
results from the execution of the merger agreement or the consummation of the merger.

As a result of various risks to the completion of the merger, there can be no assurance that the merger will be completed even if the requisite
stockholder approval is obtained. It is expected that, if our stockholders do not approve and adopt the merger agreement and the merger or if the
merger is not completed for any other reason, then our current management, under the direction of our board of directors, will continue to
manage Assisted Living as an ongoing business or consider other strategic alternatives. If the merger is not completed for any reason, we will be
subject to a number of material risks, including:

the market price of our common stock may decline to the extent that the current market price of our shares reflects a market assumption
that the merger will be completed;

costs related to the merger, such as legal and accounting fees and a portion of the investment banking fees and, in specified circumstances,
termination and expense reimbursement fees, must be paid even if the merger is not completed and will be expensed in the fiscal period in
which termination occurs; and

the diversion of management s attention from our day-to-day business and the unavoidable disruption to our employees during the period
before completion of the merger may make it difficult for us to regain our financial and market position if the merger does not occur.
Interests of Our Directors and Executive Officers in the Merger

In considering the recommendations of our board of directors, our stockholders should be aware that some of our executive officers and
members of our board of directors have interests in the transaction that may be different from, or in addition to, the interests of our stockholders
generally. Our board of directors appointed the special committee, consisting solely of directors who are not our officers or employees, are
disinterested and independent of and have no economic interest or expectancy of an economic interest in Extendicare or its affiliates, and do not
have an economic interest or expectancy of an economic interest in Alpha Acquisition or the surviving corporation, to evaluate, negotiate and
make a recommendation with respect to the merger agreement and to evaluate whether the merger is in the best interests of our company and our
stockholders other than Alpha Acquisition or Extendicare. The special committee was aware of these potentially differing interests and
considered them, among other matters, in evaluating and negotiating the merger agreement and the merger and in recommending to our board of
directors that the merger agreement and the merger be approved and adopted.

Continued Benefits

In connection with the merger, Extendicare will not materially and adversely alter the benefits, including health benefits, severance policies
and general employment policies and procedures, that are available to our employees prior to the merger (other than modifications in the
ordinary course of business consistent with past practice and other than with respect to any equity-based compensation). Our executive officers
currently
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participate in some of our benefit plans, which include medical, dental and vision coverage, life insurance, accidental death and dismemberment
insurance, short-term and long-term disability insurance, flexible spending accounts and 401(k) plan. Extendicare will also provide service credit
as further described in the section entitled The Merger Agreement Employee Benefits Matters beginning on page 50.

Options for Shares of Our Common Stock

In connection with the merger, all outstanding options (including those held by our directors and executive officers) will become
immediately exercisable and canceled in exchange for (1) the excess, if any, of $18.50 over the per share exercise price of the option multiplied
by (2) the number of shares of common stock subject to such option exercisable as of the effective time of the merger, net of any applicable
withholding taxes. The merger agreement provides for the accelerated vesting of all options at the effective time of the merger in order that the
full amount of such options may be canceled in exchange for cash. Pursuant to this provision, our directors and executive officers will receive
cash payments for their options with per share exercise prices below $18.50.

The table below sets forth, as of September 30, 2004, for each of our executive officers and directors, (a) the number of shares subject to
vested options held by such person, (b) the amount of cash that will be paid in respect of cancellation of such vested options upon consummation
of the merger, (c) the number of additional options that will vest upon effectiveness of the merger, (d) the amount of cash that will be paid in
respect of cancellation of such additional options upon consummation of the merger, (e) the total number of shares subject to options for each
such person and (f) the total amount of cash that will be received by each such person in respect of such options upon consummation of the
merger. There are no out-of-the-money options. All dollar amounts are gross amounts and do not reflect deductions for income taxes and other
withholding. In each case, the payment amount is calculated by multiplying (i) the excess, if any, of $18.50 over the per share exercise price of
the option, by (ii) the number of shares subject to the option.

Vested Options as of Options That Will Vest as
September 30, 2004 a Result of the Merger (1) Total Options
Name(2) Shares Consideration Shares Consideration Shares Consideration
Members of the Special
Committee:
Mark Holliday 2,055 $ 31475 10,945 $ 95,670 13,000 $ 127,145
Steven D. Scheiwe $ 12,000 $ 97,800 12,000 $ 97,800
Other Non-Employee
Directors:

W. Andrew Adams 2,055 $ 31,475 945 $ 14,170 3,000 $ 45645
Leonard M. Tannenbaum 2,055 $ 31475 945 $ 14,170 3,000 $ 45,645
Executive Officers:
Steven Vick 85,993 $1,300,196 44,007 $ 651,754 130,000 $1,951,950
Linda Martin 38,370 $ 583,400 26,630 $ 398,750 65,000 $ 982,150
Edward Barnes 8,362 $ 89,892 24,138 $ 259,484 32,500 $ 349,375
Sandra Petersen 9,999 $ 149,852 10,001 $ 148,248 20,000 $ 298,100
All directors and officers as a
group (8 persons) 148,889 $2,217,765 129,611 $1,680,045 278,500 $3,897,810

(1) This column reflects all unvested options for the individuals in the table as of September 30, 2004. Certain of the options could vest
according to their original terms prior to the consummation of the merger, depending upon the date the merger is consummated. As of the
record date, directors and executive officers owned % of the total equity capitalization (based on outstanding common stock and
options to purchase common stock on an as converted basis) of Assisted Living, which includes all stock
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options, whether or not vested. See also Security Ownership of Certain Beneficial Owners and Management beginning on page 56.

(2) The table does not include those persons who have ceased to be directors or executive officers of Assisted Living. Ms. Peterson ceased to
be an executive officer, effective as of July 18, 2004, but she remains employed by Assisted Living.
As of the record date, our directors and executive officers beneficially owned shares, representing % of shares outstanding
as of such date, not including shares that may be acquired upon the exercise of vested stock options. We believe that such individuals intend to
vote such shares in favor of the merger.

See also  Security Ownership of Certain Beneficial Owners and Management beginning on page 56.

Employment and Change in Control Agreements

The following executive officers of Assisted Living are parties to an employment and/or change in control agreement with us: Mr. Steven
Vick (President and Chief Executive Officer); Mr. Edward Barnes (Senior Vice President, Chief Financial Officer, Chief Accounting Officer,
Treasurer and Secretary); and Ms. Linda Martin (Senior Vice President and Chief Operating Officer). Extendicare has not stated its intention
with respect to the continuing employment of our existing management after the effective time of the merger.

Steven Vick

Mr. Vick s employment agreement provides that, upon the consummation of a sale of Assisted Living, he is entitled to receive a cash bonus
in an amount equal to 41% of a bonus pool. Pursuant to the calculation contained in Mr. Vick s employment agreement, the bonus pool is
$4,235,545. Consummation of the merger constitutes a sale of Assisted Living under the terms of Mr. Vick s employment agreement, as
amended, and accordingly, Mr. Vick is entitled to be paid a cash bonus of $1,736,574 upon consummation of the merger.

Mr. Vick s employment agreement also provides that, upon termination of his employment within twelve months following a change in
control of Assisted Living, which termination occurs either by us for any reason or by the resignation of Mr. Vick at any time after any
diminution in his job title, duties or compensation or his relocation, without his consent, to an office in a different geographic region than the
region in which he resided as of the occurrence of the change in control, he is entitled to receive for twelve months after his termination or
resignation the amount of his salary in effect as of the date of his termination or resignation. Consummation of the merger constitutes a change
in control under the terms of Mr. Vick s employment agreement.

Edward Barnes

Mr. Barnes employment agreement provides that, upon the consummation of a sale of Assisted Living, he is entitled to receive a cash bonus
in an amount equal to 29% of the bonus pool. Pursuant to the calculation contained in Mr. Barnes employment agreement, the bonus pool is
$4,235,545. Consummation of the merger constitutes a sale of Assisted Living under the terms of Mr. Barnes employment agreement, and
accordingly, Mr. Barnes is entitled to be paid a cash bonus of $1,228,308 upon consummation of the merger.

Mr. Barnes employment agreement also provides that, upon termination of his employment within twelve months following a change in
control of Assisted Living, which termination occurs either by us for any reason or by the resignation of Mr. Barnes at any time after any
diminution in his job title, duties or compensation or his relocation, without his consent, to an office in a different geographic region than the
region in which he resided as of the occurrence of the change in control, he is entitled to receive for twelve months after his termination or
resignation the amount of his salary in effect as of the date of his termination or resignation. Consummation of the merger constitutes a change
in control under the terms of Mr. Barnes employment agreement.
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Linda Martin

Ms. Martin s employment agreement provides that, upon the consummation of a sale of Assisted Living, she is entitled to receive a cash
bonus in an amount equal to 30% of the bonus pool. Pursuant to the calculation contained in Ms. Martin s employment agreement, the bonus pool
is $4,235,545. Consummation of the merger constitutes a sale of Assisted Living under the terms of Ms. Martin s employment agreement, and
accordingly, Ms. Martin is entitled to be paid a cash bonus of $1,270,664 upon consummation of the merger.

Ms. Martin s employment agreement also provides that, upon termination of her employment within twelve months following a change in
control of Assisted Living, which termination occurs either by us for any reason or by the resignation of Ms. Martin at any time after any
diminution in her job title, duties or compensation or her relocation, without her consent, to an office in a different geographic region than the
region in which she resided as of the occurrence of the change in control, she is entitled to receive for twelve months after her termination or
resignation the amount of her salary in effect as of the date of her termination or resignation. Consummation of the merger constitutes a change
in control under the terms of Ms. Martin s employment agreement.

Directors and Officers Indemnification and Insurance

The merger agreement provides that all rights of indemnification and exculpation from liability for acts and omissions occurring at or prior
to the effective time of the merger (including the advancement of funds for expenses) of our current and former directors, officers, employees
and agents, including those of our subsidiaries, as provided in their respective charters, bylaws or indemnification agreements disclosed to
Extendicare, shall survive the merger and for six years after the effective time of the merger shall not be amended, repealed or modified in any
manner that would adversely affect such rights, unless otherwise required by law or with the consent of each affected party.

The merger agreement also provides that, for six years after the effective time of the merger, the surviving corporation shall maintain
officers and directors insurance for acts and omissions occurring at or prior to the effective time of the merger and covering those persons who
are currently covered by our existing officers and directors insurance policies, on terms no less advantageous to the covered parties than our
existing insurance coverage. However, the surviving corporation is not required to pay an annual premium in excess of $1,050,000, and if the
provision of existing officers and directors insurance expires or is terminated during the six-year period, then the surviving corporation shall
obtain the greatest amount of coverage for the remainder of the period for a premium on an annualized basis of not more than $1,050,000.

If the surviving corporation or any of its successors or assigns either consolidates with or merges into any other entity and is not the
continuing or surviving entity or transfers all or substantially all of its properties and assets to any entity, then the surviving or transferee entity
shall assume the indemnification and insurance obligations discussed above.

Merger Financing

The total amount of funds necessary to complete the merger and the related transactions is anticipated to be approximately $140.3 million,
consisting of:

approximately $129.1 million to pay our stockholders (other than Extendicare and Alpha Acquisition) and option holders, assuming that
none of our stockholders validly exercises and perfects its dissenter s rights;

approximately $4.2 million to make payments required under certain employment agreements as a result of the sale of Assisted
Living; and

approximately $4.4 million to pay related fees and expenses in connection with the merger.
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Extendicare and Alpha Acquisition expect to finance the total amount of funds necessary to complete the merger and the related transactions
by using available cash-on-hand and borrowings under Extendicare s existing line of credit.

Governmental Regulatory Matters

The Hart-Scott-Rodino Antitrust Improvement Act of 1976, as amended, referred to as the HSR Act in this proxy statement, and the rules
and regulations promulgated thereunder require that each of Assisted Living and Extendicare, as the ultimate parent entity of Alpha Acquisition,
file notification and report forms with respect to the merger and related transactions with the Antitrust Division of the Department of Justice and
the Federal Trade Commission. The parties thereafter are required to observe a waiting period before completing the merger. On November
2004, the parties made all filings under the HSR Act with the Department of Justice and the Federal Trade Commission. The Department of
Justice, the Federal Trade Commission, state antitrust authorities or a private person or entity could seek to enjoin the merger under federal or
state antitrust laws at any time before completion of the merger or to compel rescission or divestiture at any time subsequent to the merger.

The merger agreement also requires as a condition to closing that the parties obtain all material licenses, registrations, certifications and
accreditations necessary for the lawful conduct of the business of Assisted Living and our subsidiaries upon consummation of the merger. The
parties have commenced the process of identifying and obtaining such licenses, registrations, certificates and accreditations.

Material U.S. Federal Income Tax Consequences

The following discussion summarizes the material U.S. federal income tax consequences of the merger that are generally applicable to an
Assisted Living stockholder (a  United States holder ) who is:

an individual who is a citizen or resident of the United States;

a corporation or other entity taxed as a corporation for United States federal income tax purposes created or organized in or under the laws
of the United States, any state thereof or the District of Columbia;

an estate whose income is subject to United States federal income tax regardless of its source; or

a trust if a court within the United States is able to exercise primary supervision over the administration of the trust and one or more United
States persons have the authority to control all substantial decisions of the trust or if the trust had made a valid election to be treated as a
United States person.

This discussion applies only to United States holders of our common stock who hold their shares as capital assets and may not apply to
shares of our common stock acquired pursuant to the exercise of employee stock options or other compensation arrangements and does not apply
to the exchange or cancellation of employee stock options, including the receipt of cash therefor. This discussion does not address all aspects of
U.S. federal income taxation that may be relevant to a particular Assisted Living stockholder in light of that stockholder s particular
circumstances, or to an Assisted Living stockholder subject to special treatment under U.S. federal income tax laws, such as financial
institutions, life insurance companies, tax-exempt entities, persons holding our shares of common stock as part of a hedge, conversion,
constructive sale transaction, straddle or other risk reduction strategy, persons who hold their Assisted Living common stock through a
partnership, S corporation or other passthrough entity and persons whose functional currency is not the U.S. dollar. In addition, the discussion
does not address any aspect of foreign, state or local taxation or estate and gift taxation that may be applicable to Assisted Living stockholders.

This discussion is based on currently existing provisions of the Internal Revenue Code of 1986, as amended, referred to as the Code in this
proxy statement, existing and proposed Treasury Regulations promulgated under the Code, and current administrative rulings and court
decisions, all of which are subject to change, possibly with retroactive effect.
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Tax matters can be complicated and the tax consequences of the merger to you will depend on the facts of your particular situation.
You are encouraged to consult your own tax advisor for a full understanding of the tax consequences of the merger to you, including the
federal, state, local and foreign tax consequences of the merger.

The receipt of cash in exchange for shares of our common stock in the merger or pursuant to the exercise of dissenter s rights will be a
taxable transaction for U.S. federal income tax purposes. In general, a United States holder of our common stock will recognize gain or loss for
federal income tax purposes equal to the difference between the amount of cash received in exchange for the shares of our common stock and
that stockholder s adjusted tax basis in such shares. The gain or loss should generally be a capital gain or loss. The capital gain or loss will be
long-term if the stockholder will have held the shares for more than one year. The deductibility of capital losses is subject to limitations.

The cash payment received in exchange for shares in the merger or received upon the exercise of dissenter s rights will be reported to the
extent required by the Code to the United States holders and the Internal Revenue Service. These amounts will ordinarily not be subject to
withholding of United States federal income tax. However, a backup withholding tax, at a rate which is currently 28%, will apply to these
payments if a United States holder fails to properly certify to us or our agent the holder s social security number or taxpayer identification
number and certain other information, or fails to report all interest and dividends required to be reported on its federal income tax returns, or
otherwise fails to establish, in the manner prescribed by law, an exemption from backup withholding. Any amount withheld under backup
withholding is allowable as a credit against the holder s federal tax liability, provided such person furnishes the required information to the
Internal Revenue Service. Such amounts, once withheld, are not refundable by us. Stockholders should complete and sign the substitute
Form W-9 that will be part of the letter of transmittal to be returned to the paying agent to provide the information and certification necessary to
avoid backup withholding.

Fees and Expenses of the Merger

Our estimated fees and expenses in connection with the merger are as follows (in millions):

Financial Advisor Fees and Expenses $3.4
Transaction Bonus Payments 4.2
Legal and Other Professional Fees 0.9
Printing, Proxy Solicitation and Mailing Costs 0.1
Filing Fees
Paying Agent Fees
Miscellaneous

Total $8.6

]

The merger agreement provides that Assisted Living, Extendicare and Alpha Acquisition will each pay all costs and expenses incurred by it
in connection with the merger agreement and the merger. The estimate for legal fees set forth in the table above does not include any amounts
attributable to any existing or future litigation challenging the merger. None of these costs and expenses will reduce the $18.50 per share merger
consideration to be received by our stockholders or stock option holders.

If the merger agreement is terminated under specified circumstances, including acceptance of a superior proposal, we will be required to pay
to Extendicare a $6,000,000 termination fee and up to $2,000,000 in reimbursement of out-of-pocket fees and expenses. See The Merger
Agreement Fees and Expenses; Termination Fee beginning on page 53.
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Dissenter s Rights

Under Chapter 92A of the Nevada Revised Statutes, which is referred to in this proxy statement as NRS, dissenter s rights are available to a
Nevada corporation s stockholders in connection with certain mergers and consolidations. Our stockholders who follow the procedures specified
in NRS Sections 92A.300 through 92A.500, inclusive, are entitled to dissent from the merger and obtain payment of the fair value of his or her
shares of our common stock in lieu of the merger consideration. The following summarizes the provisions of Chapter 92A of the NRS regarding
dissenter s rights that would be applicable in connection with the merger. This discussion is qualified in its entirety by reference to NRS
Sections 92A.300 to 92A.500, inclusive, a copy of which is included as Annex C to this proxy statement. If you fail to take any action required
by Nevada law, your rights to dissent in connection with the merger will be waived or terminated.

If a stockholder elects to assert his or her dissenter s rights, the stockholder must:

deliver to us, prior to the vote seeking approval of the merger agreement and the merger, a written notice of the stockholder s intent to
demand payment for his or her shares if the merger is effectuated; and

not vote in favor of approving the merger agreement and the merger.

A beneficial stockholder of our stock may assert dissenter s rights as to shares held on the stockholder s behalf only if the stockholder
submits to us the written consent of the stockholder of record to the dissent not later than the time the beneficial stockholder asserts dissenter s
rights and the beneficial stockholder does so with respect to all shares of which he or she is the beneficial stockholder or over which he or she
has the power to direct the vote. A stockholder of record may assert dissenter s rights as to fewer than all of the shares registered in his or her
name only if the stockholder dissents with respect to all shares beneficially owned by any one person and notifies us in writing of the name and
address of each person on whose behalf the stockholder of record asserts dissenter s rights. The rights of a partial dissenter under NRS
Chapter 92A are determined as if our shares as to which the stockholder of record dissents and such stockholder s other Assisted Living shares
were registered in the names of different stockholders.

A stockholder who satisfies the requirements of the two preceding paragraphs is referred to as a dissenter. All notices of intent to demand
dissenter s rights should be addressed to Assisted Living Concepts, Inc., Attn: Corporate Secretary at 1349 Empire Central, Suite 900, Dallas,
Texas 75247, before the vote is taken on the merger agreement and the merger at our special stockholders meeting, and should be executed by,
or on behalf of, the holder of record. Such demand reasonably must inform us of the identity of the stockholder and that such stockholder intends
to demand appraisal of such stockholder s shares of our common stock. After the effective time of the merger, any notices or demands relating to
dissenter s rights should be sent to the new Assisted Living Concepts, Inc., Attn: General Counsel at 111 West Michigan Street, Milwaukee,
Wisconsin 53203.

Within 10 days after the effective time of the merger, the new Assisted Living Concepts, Inc. will send notice of the effective time of the
merger and the availability of dissenter s rights to each dissenter. The notice will:

state where the demand for payment must be sent and where and when certificates for our shares are to be deposited;

inform the holders of shares not represented by certificates to what extent the transfer of the shares will be restricted after the demand for
payment is received;

supply a form for demanding payment;

set a date by which the new Assisted Living Concepts, Inc. must receive the demand for payment, which may not be less than 30 nor more
than 60 days after the date the notice is delivered; and

be accompanied by a copy of NRS Sections 92A.300 through 92A.500, inclusive.
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A dissenter must, by the date set forth in the dissenter s notice described above:

demand payment;

certify whether the stockholder or the beneficial owner on whose behalf the stockholder is dissenting, as the case may be, acquired
beneficial ownership of the shares before the date of the first announcement to the news media or to the stockholders of the terms of the
merger; and

deposit his or her certificates in accordance with the terms of the dissenter s notice.

Our stockholders who demand payment and deposit their certificates before the merger is approved retain all rights of a stockholder until
those rights are canceled or modified by the consummation of the merger.

Our stockholders who do not demand payment or deposit their certificates where required, each by the date set forth in the dissenter s notice,
will not be entitled to demand payment for their shares under Nevada law governing dissenter s rights.

Within 30 days after receipt of a demand for payment, the new Assisted Living Concepts, Inc. will pay each dissenter who complied with
NRS Section 92A.440 the amount that the new Assisted Living Concepts, Inc. estimates to be the fair value of the shares, plus accrued interest.
The payment will be accompanied by:

our balance sheet as of the end of a fiscal year ending not more than 16 months before the date of payment, a statement of income for that
fiscal year, a statement of changes in stockholders equity for that fiscal year and the latest available interim financial statements, if any;

a statement of the new Assisted Living Concepts, Inc. s estimate of the fair value of the shares;
an explanation of how the interest was calculated;
a statement of the dissenter s rights to demand payment under NRS Section 92A.480; and

a copy of NRS Sections 92A.300 through 92A.500, inclusive.

The new Assisted Living Concepts, Inc. may elect to withhold payment from a dissenting stockholder if such stockholder became the
beneficial owner of the shares on or after the date of the first announcement to the news media or to the stockholders of the proposed terms of
the merger. To the extent the new Assisted Living Concepts, Inc. elects to withhold payment, after effectuating the merger, it will estimate the
fair value of the shares, plus accrued interest, and will offer to pay this amount to each dissenter who agrees to accept it in full satisfaction of the
stockholder s demand. The new Assisted Living Concepts, Inc. will send with its offer:

a statement of the new Assisted Living Concepts, Inc. s estimate of the fair value of the shares;
an explanation of how the interest was calculated; and

a statement of dissenter s rights to demand payment pursuant to NRS Section 92A.480.

A dissenter may notify the new Assisted Living Concepts, Inc. in writing of the dissenter s own estimate of the fair value of the shares and
interest due, and demand payment of his or her estimate, less the new Assisted Living Concepts, Inc. s fair value payment, or, in the case where
payment to an after-acquiring dissenter has been withheld, reject the offer for payment made by the new Assisted Living Concepts, Inc. and
demand payment of the fair value of the dissenter s shares and interest due if the dissenter believes that the amount paid or offered is less than the
fair value of the dissenter s shares or that the interest due is incorrectly calculated. A dissenter waives his right to demand such payment unless
the dissenter notifies the new Assisted Living Concepts, Inc. of his or her demand in writing within 30 days after the new Assisted Living
Concepts, Inc. made or offered payment for the dissenter s shares.

If a demand for payment remains unsettled, the new Assisted Living Concepts, Inc. will commence a proceeding within 60 days after
receiving the demand for payment of the stockholder s estimate and petition the court of proper jurisdiction to determine the fair value of the
shares of our common stock and accrued
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interest. If the new Assisted Living Concepts, Inc. does not commence the proceeding within the 60-day period, it will be required to pay each
dissenter whose demand remains unsettled the amount demanded.

Each dissenter who is made a party to the proceeding is entitled to a judgment:

for the amount, if any, by which the court finds the fair value of the dissenter s shares, plus interest, exceeds the amount paid by the new
Assisted Living Concepts, Inc.; or

for the fair value, plus accrued interest, of the dissenter s after-acquired shares for which the new Assisted Living Concepts, Inc. elected to
withhold payment pursuant to Nevada law.
Under NRS Chapter 92A, the fair value of a dissenter s shares of our common stock means the value of the shares immediately before the
effective time of the merger, excluding any appreciation or depreciation in value in anticipation of the merger, unless excluding such
appreciation or depreciation would be inequitable.

The court will determine all of the costs of the proceeding, including the reasonable compensation and expenses of any appraisers appointed
by the court. The court will assess the costs against the new Assisted Living Concepts, Inc., except that the court may assess costs against all or
some of the dissenters, in the amounts that the court finds equitable, to the extent that the court finds the dissenters acted arbitrarily, vexatiously
or not in good faith in demanding payment. The court may also assess the fees and expenses of the counsel and experts for the respective parties,
in amounts the court finds equitable:

against new Assisted Living Concepts, Inc. and in favor of all dissenters if the court finds the new Assisted Living Concepts, Inc. did not
substantially comply with NRS Sections 92A.300 through 92A.500, inclusive; or

against either the new Assisted Living Concepts, Inc. or a dissenter in favor of any other party, if the court finds that the party against
whom the fees and expenses are assessed acted arbitrarily, vexatiously or not in good faith with respect to the dissenter s rights provided by
NRS Sections 92A.300 through 92A.500, inclusive.
If the court finds that the services of counsel for any dissenter were of substantial benefit to other dissenters similarly situated, and that the
fees for those services should not be assessed against the new Assisted Living Concepts, Inc., then the court may award to those counsel
reasonable fees to be paid out of the amounts awarded to the dissenters who were benefited.

If a proceeding is commenced because the new Assisted Living Concepts, Inc. did not pay each dissenter who complied with the procedures
described by the Nevada dissenter s rights statute the amount the new Assisted Living Concepts, Inc. estimated to be the fair value of the shares,
plus accrued interest, within 30 days after receipt of a valid demand for payment, the court may assess costs against the new Assisted Living
Concepts, Inc., except that the court may assess costs against all or some of the dissenters who are parties to the proceeding, in amounts the court
finds equitable, to the extent that the court finds that such parties did not act in good faith in instituting the proceeding. The assessment of costs
and fees, if any, may also be affected by Nevada law governing offers of judgment.

The foregoing summary of the rights of our dissenting stockholders does not purport to be a complete statement of such rights and the
procedures to be followed by stockholders desiring to exercise any available dissenter s rights. The preservation and exercise of dissenter s rights
require strict adherence to NRS Sections 92A.300 through 92A.500, inclusive, a copy of which is attached as Annex C to this proxy statement.
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THE MERGER AGREEMENT

The following is a summary of the material provisions of the merger agreement and is qualified in its entirety by the merger agreement. The
full text of the merger agreement is included in this proxy statement as Annex A and is incorporated herein by reference. Stockholders are urged
to read the entire merger agreement.

The Merger

The merger agreement provides that, at the effective time of the merger, Alpha Acquisition will merge with and into Assisted Living. Upon
completion of the merger, Alpha Acquisition will cease to exist as a separate corporate entity and we will continue as the surviving corporation
and will be a wholly-owned subsidiary of Extendicare.

Effective Time of the Merger

The merger will become effective upon the filing of articles of merger with the Secretary of State of the State of Nevada or at such later
time as is specified in the articles of merger, which time is referred to in this proxy statement as the effective time. We have agreed with Alpha
Acquisition to file the articles of merger as soon as practicable, but in any event within three business days after the satisfaction or waiver of the
conditions to closing of the merger set forth in the merger agreement.

Articles of Incorporation; Bylaws and Directors and Officers of Assisted Living and the Surviving Corporation
When the merger is completed:

our amended and restated articles of incorporation in effect immediately prior to the effective time of the merger will become the articles
of incorporation of the surviving corporation, until thereafter amended as provided by law;

our bylaws in effect immediately prior to the effective time of the merger will become the bylaws of the surviving corporation, until
thereafter amended as provided by law;

the directors of Alpha Acquisition immediately prior to the effective time of the merger will be the directors of the surviving
corporation; and

our officers immediately prior to the effective time of the merger will remain the officers of the surviving corporation, until the earlier of
their resignation or removal or until their respective successors are duly elected and qualified.
Conversion of Common Stock

At the effective time of the merger, each share of our common stock outstanding immediately before the effective time of the merger will be
converted automatically into the right to receive $18.50 in cash, without interest, such amount being referred to in this proxy statement as the
merger consideration, except for:

treasury shares of our common stock, if any, all of which will be canceled without any payment;
shares of our common stock held by Extendicare or Alpha Acquisition or any of their wholly-owned subsidiaries;
shares of our common stock held by any of our wholly-owned subsidiaries; and

shares of our common stock held by stockholders who validly assert and perfect dissenter s rights, which will be subject to valuation in
accordance with Nevada law.
Treatment of Options
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for an amount in cash, if any, determined by multiplying (1) the excess, if any, of $18.50 over the per share exercise price of the option and
(2) the number of shares of our common stock subject to the option, net of any applicable withholding taxes. At the effective time of the merger,
our stock option plan in effect immediately prior to the merger shall terminate.

Payment for Shares

Prior to the effective time of the merger, Extendicare will select a bank or trust company to act as paying agent for the payment of the
merger consideration upon surrender, pursuant to the terms of the merger agreement, of certificates representing the shares of our common
stock. On or before the closing of the merger, Extendicare will provide the paying agent with the aggregate merger consideration necessary to
pay for the shares of common stock converted into the right to receive cash.

Promptly after the effective time of the merger (but not later than five business days after such time), Extendicare will cause the paying
agent to mail or deliver to each record holder of shares of our common stock whose shares were converted into the right to receive the merger
consideration, a transmittal letter containing instructions to effect the surrender of the holder s share certificate(s) in exchange for payment of the
merger consideration. The holder will be entitled to receive the merger consideration for the number of shares represented by such certificate(s),
less any applicable withholding taxes, only upon surrender to the paying agent of the holder s share certificate(s), together with the transmittal
letter and other required documentation, duly completed in accordance with the instructions. If payment of the merger consideration is to be
made to a person other than the person in whose name a share certificate is registered, it will be a condition of payment that the share certificate
so surrendered be properly endorsed, with signature guaranteed, or otherwise be in proper form for transfer, and the person requesting the
consideration payment either pay any applicable taxes required or establish, to the satisfaction of the paying agent, that the tax has been paid or
is not applicable. After the effective time of the merger and until properly surrendered, each share certificate will be deemed to represent only
the right to receive the merger consideration, without interest. If any share certificate is lost, stolen or destroyed, the paying agent will pay the
merger consideration for the number of shares represented by such certificate upon delivery by the person seeking payment of an affidavit in lieu
of the certificate, and if required by Extendicare, an indemnity bond in form and substance and with surety reasonably satisfactory to
Extendicare. No interest will be paid or accrued on the merger consideration payable upon the surrender of the share certificate(s).

Any funds, including any interest received on the funds, deposited with the paying agent for use in payment of the merger consideration and
which have not been disbursed to holders of share certificates twelve months after the effective time of the merger, shall be delivered to
Extendicare by the paying agent. Thereafter, holders of certificates representing shares outstanding before the effective time of the merger will
be entitled to look only to Extendicare for payment of any consideration to which they may be entitled. None of Assisted Living, Extendicare,
the surviving corporation or the paying agent will be liable to any person in respect of any cash from the merger consideration payment fund
delivered to a public official pursuant to any applicable abandoned property, escheat or similar law.

Representations and Warranties

Representations and Warranties of Assisted Living. The merger agreement contains various representations and warranties made by us to
Extendicare and Alpha Acquisition, subject to identified exceptions, including representations and warranties relating to:

the due organization, valid existence and good standing of us and our subsidiaries;
the requisite power and authority of us and our subsidiaries to own, lease and operate property and to carry on business;
the due qualification of us and our subsidiaries to do business as foreign entities;

the good standing of us and our subsidiaries to conduct business in each jurisdiction where business is conducted;
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the absence of agreements relating to our capital stock to which we or our subsidiaries are a party;

the jurisdictions of organization, forms of organization and valid issuance of equity interests of our subsidiaries;

our requisite corporate power and authority to enter into the merger agreement and to consummate the merger;

the due and valid authorization by our board of directors to execute and deliver the merger agreement;

the due and valid execution and delivery by us of the merger agreement;

the validity and binding effect of the merger agreement on us;

the absence of any conflicts between the merger agreement and the merger and the organizational documents of Assisted Living;

the absence of any conflicts between the merger agreement and the merger and the statutes, regulations, laws, rules, injunctions,
judgments, orders, decrees or rulings of any governmental entity to which we are bound, except those that would not reasonably be
expected to have, individually or in the aggregate, a material adverse effect;

the absence of the necessity for consents or approvals from certain governmental entities in connection with the merger agreement or the
merger;

our capital structure and the capital structure of our subsidiaries;

the valid issuance of our capital stock;

the disclosure of certain contracts and obligations, and the absence of breaches or defaults thereunder;
the listing, effectiveness of and compliance with insurance policies;

the accuracy of our financial statements for the fiscal years ended December 31, 2002 and 2003;

the absence of any liabilities or obligations that are required to be reflected, disclosed or reserved against on a balance sheet prepared in
accordance with generally accepted accounting principles that were not reflected, disclosed or reserved against in our financial statements
or public filings;

the listing of all payments required to be paid as a result of our execution of the merger agreement or the consummation of the merger;
the adequacy and truthfulness of our reports filed with the Securities and Exchange Commission since January 1, 2002;

the absence, since December 31, 2003, of any change in or effect on the business, results of operation, assets, financial condition or
liabilities of us or our subsidiaries that equals or exceeds 5% of the merger consideration;

the absence of certain changes in the business since June 30, 2004;

the listing of all of the real property owned and leased, and the condition of such property and the tangible property thereon;
the compliance with environmental laws and permits, and other environmental matters;

the compliance with applicable laws, including those related to state Medicaid Waiver Programs;

the holding of and compliance with permits, licenses and other governmental authorizations and requirements;
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the absence of any pending or threatened litigation against us, our subsidiaries or our respective businesses or assets or any person we have
agreed to indemnify that would have a material adverse effect;

the administration and compliance of, liability under and effect of the merger on employee benefit plans and the Employee Retirement
Income Security Act of 1974;

the listing of all security interests to which our assets are subject;
the absence of any collective bargaining agreements to which we are a party;

the determination by our board of directors that the merger agreement and the merger are advisable, fair to and in the best interests of us
and our stockholders and the resolution by our board of directors to recommend that our stockholders adopt the merger agreement and
approve the merger;

the receipt of an opinion from Jefferies stating that the merger consideration to be received by our stockholders is fair, from a financial
point of view, to such stockholders;

the absence of any person other than Jefferies being entitled to any broker s or finder s fees in connection with the transactions contemplated
by the merger agreement;

the inapplicability of state anti-takeover statutes or regulations to the merger; and

the taking of all actions necessary to make our rights agreement, dated as of October 1, 2004, inapplicable to the merger.

Material Adverse Effect. Some of the representations and warranties referred to above are not breached unless the breach of the
representation or warranty has had or could reasonably be expected to have a material adverse effect on Assisted Living and its subsidiaries,
taken as a whole. As used in the merger agreement, a material adverse effect means any change in or effect on the business, results of operations,
assets, financial condition or liabilities that is materially adverse to us and our subsidiaries taken as a whole; provided, that a material adverse
effect is not deemed to include a material adverse effect arising directly as a result of the following:

any change or changes in general economic conditions or local, regional or national industry that do not disproportionately affect us or our
subsidiaries;

in and of itself, any change in the market price or trading volume of our common stock;

in and of itself, our failure to meet the revenue or earnings predictions of equity analysts for any period ending (or for which earnings are
released) during the period prior to the closing date;

the taking of any action required by the merger agreement or to which Extendicare has given its written consent;
any changes or effects to the extent primarily attributable to the fact that Extendicare is the buyer;
any changes or effects resulting from the actions of Extendicare or any of its subsidiaries;

any stockholder litigation arising from allegations of breach of fiduciary duty relating to the merger agreement, except for certain specified
litigation;

any acts of war or terrorism that do not disproportionately affect the us or our subsidiaries;
changes in generally accepted accounting principles that do not disproportionately affect us or our subsidiaries; or

any event or matter having a change in or effect on our real property leases with LTC Properties, Inc. (including any declaration or threat
of declaring an event of default under such leases) or any litigation pending or threatened in connection with such leases that directly
results from the execution of the merger agreement or the consummation of the merger.
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Unless otherwise provided, none of our representations and warranties in the merger agreement will survive after the effective time of the
merger.

Representations and Warranties of Extendicare and Alpha Acquisition. The merger agreement also contains various representations and
warranties made by Extendicare and Alpha Acquisition to us, subject to identified exceptions, including representations and warranties relating
to:

the due organization, valid existence and good standing of Alpha Acquisition and Extendicare;

the requisite corporate power and authority of Alpha Acquisition and Extendicare to own, lease and operate their respective properties and
to carry on their respective business;

the requisite corporate power and authority of Alpha Acquisition and Extendicare to enter into the merger agreement and to consummate
the merger;

the due and valid authorization by the board of directors of Extendicare and Alpha Acquisition to execute and deliver the merger
agreement;

the due execution and delivery of the merger agreement by Alpha Acquisition and Extendicare;
the validity and binding effect of the merger agreement on Alpha Acquisition and Extendicare;

the absence of any conflicts between the merger agreement and the merger and the organizational documents of Extendicare and Alpha
Acquisition;

the absence of any conflicts between the merger agreement and the merger and the statutes, regulations, laws, rules, injunctions,
judgments, orders, decrees or rulings of any governmental entity to which Alpha Acquisition or Extendicare are bound;

the absence of the necessity for consents or approvals from certain government entities in connection with the merger agreement or the
merger;

the sufficiency of the financing of Alpha Acquisition and Extendicare for the purpose of funding the merger; and

the absence of beneficial ownership of any of our common stock.

Some of the representations and warranties listed above will not be considered breached unless the breach of the representation or warranty
has had or would be reasonably expected to have a material adverse effect on Extendicare or Alpha Acquisition.

Covenants Relating to Conduct of Our Business Pending the Merger

From the date of the merger agreement to the effective time of the merger, and unless otherwise provided in the merger agreement or
consented to in writing by Extendicare, we and our subsidiaries are required to conduct operations only in the ordinary course of business
consistent with past practice and to use commercially reasonable efforts to do the following:

preserve intact the business organization;

use, operate, maintain and repair all real property, leased property, tangible personal property, buildings, improvements and other assets in
a normal business manner consistent with past practices;

keep available the services of present officers and key employees;

preserve the goodwill of business relationships; and
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From the date of the merger agreement to the effective time of the merger, we have agreed, with limited exceptions, that neither we nor any
of our subsidiaries will do any of the following, except as expressly contemplated by the merger agreement or otherwise consented to in writing
by Extendicare:

adopt any amendment to the articles of incorporation or bylaws or comparable organizational documents;

issue, reissue or sell additional shares of capital stock of any class, or shares convertible into capital stock of any class, or any rights,
warrants or options to acquire any convertible shares or capital stock, other than the issuance of shares of our common stock pursuant to
outstanding stock options;

declare, set aside or pay any dividend or other distributions with respect to capital stock;

split, combine, subdivide, reclassify or directly or indirectly redeem, purchase or otherwise acquire, recapitalize or reclassify any shares of
capital stock, or liquidate in whole or in part;

enter into any new, or amend any existing, employment related agreement or employee benefit plan;

sell, lease, transfer or assign any assets other than for a fair consideration in the ordinary course of business and other than the disposition
of obsolete or unusable property;

enter into, accelerate, terminate, modify in any material respect or cancel any contract that involves consideration or other expenditure in
excess of $100,000, consideration or other expenditure in excess of $30,000 annually and is not terminable at our will within three years
without penalty, or the referral of residents to or by us;

make any capital expenditure in excess of $1,500,000;
delay or postpone the payment of accounts payable and other liabilities outside the ordinary course of business;

cancel, compromise, waive or release any right or claim not covered by the reserves or accruals relating to such claim in our June 30, 2004
balance sheet in excess of $50,000 or that is outside the ordinary course of business;

enter into any contract or agreement with any of our affiliates except for transactions in the ordinary course of business upon commercially
reasonable terms;

incur, assume or guarantee any long-term debt or incur or assume any short-term debt;
enter into, assume or modify any leases or management contracts;

make any loans, advances or capital contributions to, or investments in, any person except in the ordinary course of business or between or
among us and our wholly-owned subsidiaries; or

agree in writing or otherwise to take any of the foregoing actions.
Preparation of Proxy Statement; Stockholders Meeting

Subject to the potential receipt of any superior acquisition proposal for Assisted Living and the exercise by our board of directors of its
fiduciary duties with respect to a termination of the merger agreement, the merger agreement provides that we will prepare, and work with the
SEC to clear, an appropriate proxy statement and duly call, give notice of, convene and hold the special meeting of our stockholders to which the
proxy statement relates to consider and approve the merger agreement and the merger and shall solicit proxies in favor thereof. The merger
agreement provides that, subject to certain limitations, the proxy statement will include the recommendation of our board of directors that the
stockholders adopt the merger agreement and approve the merger.
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Access to Information; Confidentiality

From the date of the merger agreement to the effective time of the merger, we have agreed to give representatives of Extendicare at
reasonable times, during normal business hours, access to all of our and our subsidiaries premises, properties, personnel, books, records,
contracts and documents. All information so furnished will be subject to the confidentiality agreement entered into between Extendicare and us
on July 7, 2004, as amended.

Solicitation of Transactions

From the date of the merger agreement until the effective time of the merger or until the earlier termination of the merger agreement, we
have agreed not to, and will not direct, authorize or permit any of our officers, directors, employees, consultants, representatives and other agents
to, directly or indirectly take any of the following actions:

initiate, solicit, encourage or facilitate any prospective purchaser or the invitation or submission of any inquiries, proposals or offers or any
other efforts or attempts that constitute, or may reasonably be expected to lead to, an acquisition proposal;

participate in any discussions or negotiations with, or furnish or disclose any nonpublic information to, any person or group of persons in
connection with any acquisition proposal or otherwise cooperate with or assist or participate in, or facilitate any such inquiries, proposals,
discussions or negotiations; or

accept an acquisition proposal or enter into any agreement or agreement in principle providing for or relating to an acquisition proposal or
enter into any agreement or agreement in principle requiring us to abandon, terminate or fail to consummate the transactions contemplated
by the merger agreement or breach our obligations under the merger agreement.

Commencing on the date of the merger agreement, we and our representatives were required to immediately cease any discussions or
negotiations, if any, with any other parties that may be ongoing as of the date hereof with respect to any acquisition proposal. We were also
required to request that each person who had executed a confidentiality agreement in connection with its consideration of acquiring Assisted
Living or any portion thereof to return or destroy all confidential information that had been furnished to such person by us or on our behalf.

If at any time prior to obtaining approval of the merger by our stockholders,

we and our representatives have otherwise complied with the obligations under the merger agreement s no solicitation provision and we
have received an unsolicited written acquisition proposal from a third party that our board of di