UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-16293

In the Matter of
LAURIE BEBO, and

MOTION TO QUASH OR MODIFY

JOHN BUONO, CPA,

RESPONDENT'S SUBPOENAS FOR
DOCUMENTS

Respondents.

On January 28, 2015, non-party Assisted Living Concepts, LLC ("ALC" or the
"Company") received a subpoena (the "Subpoena") in connection with this proceeding by
Respondent Laurie Bebo ("Respondent"). Further, on February 12, 2015, ALC was served a
supplemental subpoena containing two additional document requests ("Supplemental Requests").
Following this Court's order on February 10, ALC has until February 20, 2015 to tile a motion to
quash or modify the Subpoena. ALC can file a motion to quash or modify the Supplemental
Requests by March 9, 2015.
Pursuant to U.S. Securities and Exchange Commission ("SEC") Rule of Practice 232, the
Company hereby moves to quash or modifY Requests 1-6, 11-13, 18-21, and 24-26 of the
Subpoena and both Supplemental Requests (collectively, the "Contested Requests"). As set forth
in this Motion, the Contested Requests are unreasonable, oppressive, excessive in scope, and
unduly burdensome for the following reasons:
•

The short time frame for response make timely compliance with the broad requests
impracticable (Requests 1-6, 11-13, 18 and 21);

•

Efficient alternatives to extensive document collection, review, and production exist
that serve both Respondent's and ALC's interests (Requests 2, 3, 24);

documents belonging to 21 custodians. ALC also reviewed and created an index of the contents
of 380 boxes of hard copy documents, scanned potentially relevant materials to an electronic
document review platform, and then reviewed those scanned materials for responsiveness to the
Commission subpoenas. In total, since November 2013, the Company has made 26 separate
productions to the Division, totaling over 86,000 documents (526,000 pages).
ALC incurred tremendous costs in preparing for and making its productions to the
Division.

In addition to the tasks outlined above, ALC incurred significant costs from (i)

engaging counsel, (ii) advancing and indemnifying current and former employees, and (iii)
engaging third-party vendors to assist with document collection and backup tape restoration.
Further, cooperation with the Investigation has entailed unquantiiiable costs associated with work
disruptions and business distractions to ALC.
B.

Procedural History Underlying the Subpoena.

On January 14, 2015, Respondent requested that the Court issue subpoenas to four parties
in connection with this proceeding: (i) ALC; (ii) Ventas, Inc.; (iii) Milbank, Tweed, Hadley &
McCloy LLP ("Milbank"); and (iv) Quarles & Brady LLP. On January 20, 2015, the Division
responded to the Respondent's subpoenas, observing they were "excessive in scope" and that
"much of the material sought by the Subpoenas is irrelevant to these proceedings, privileged (by
the attorney-client privilege and/or work product doctrine), or both." Ex. 1, Division's Response
to the Court's Order Regarding Subpoenas to Produce,

4. The Division also observed that in

producing its entire investigative file to Respondent, "at least some" documents responsive to the
Subpoena had already been given to Respondent. ld.

3.

On January 23, 2015, the Court issued its Order on Requests for Issuance of Subpoenas
(the "Order"). The Order struck 13 Subpoena requests as overbroad, narrowed the applicable
time frame as to two requests, and issued the remaining requests without modification. Order, at

3

2-4.

The Court issued the Supplemental Requests on February 5, 2015, which Respondent

emailed to ALC on February 12, 2015.
II.

Legal Standard

Under Rule 232(e) of the SEC's Rules of Practice, a pmiy to whom a subpoena is directed
may, upon application, request that the subpoena be quashed or modified "[i]f compliance with
the subpoena would be unreasonable, oppressive or unduly burdensome."

17 C.F.R.

§ 201.232(e)(2) (2006). In marked contrast to proceedings governed by the Federal Rules of
Civil Procedure, "[t]he Commission's Rules of Practice do not allow large-scale and time
consuming pre-trial discovery." Raymond James Fin. Servs., Inc., Admin. Proceeding File No.
3-11692, at 10 (Dec. 23, 2004). Simply put, "[a] respondent is not entitled to conduct a fishing
expedition in an effort to discover something that might assist him in his defense." Timbervest,
LLC et al., Release No. 1173, Admin. Proceeding File No. 3-15519, at 1 (Jan. 15, 2014) (internal

quotation marks and citation omitted). In particular, "parties must take reasonable steps to avoid
imposing undue burden or expense when they present subpoenas to non-parties." 1Vforgan Asset
1\1gmt., Inc. et a!., Release No. 655, Admin. Proceeding File No. 3-13847, at 2 (July 6, 2010).
III.

The Subpoena Must Be Quashed or Modified

For the reasons discussed above, and as elucidated below, the Company respectfully
requests that certain portions of the Subpoena be quashed or modified.
A.

ALC Should Be Granted Additional Time to Comply With the Subpoena
Requests.

ALC should be granted additional time to comply with the Subpoena because the breadth
and quantity of documents called for by the Subpoena requests makes compliance with the
Subpoena within the time frame allotted not only severely burdensome but impracticable. ALC
respectfully requests that the compliance date for the Subpoena be extended to March 16, 2015.
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Requests 1-6, 11-13, 182 and 21 require an extensive effort to collect, review and
produce electronic documents and communications (the "Electronic Collection and Review
Process"). To fully respond to these requests, ALC would have to incur significant expense and
effort to engage a forensic technology vendor to extract data from its backup tapes.3 Some data
would also need to be extracted by ALC personnel from the Company's email archive. The
extracted data would then need to be processed by a technology vendor that can prepare the data
in a file format that can be viewed in an electronic document review platfom1. The time required
to complete both the extraction and processing phases depends on the amount of data and the
vendor's resources, and is out of ALC's control.
For Requests 1-6 and 18, ALC would also need to review huge volumes of "processed"
data for responsiveness in an electronic document review platform prior to its production to
Respondent. While ALC does not presently know the volume of data at issue, the difficulty of
and lack of control over the extraction and processing phases alone make it unreasonable to
expect that ALC can complete its production of responsive documents in fifteen days. See Keith
A1.

Roberts, Admin. Proceeding, File No. 3-11471, at 4 (July 14, 2004) (granting a motion to

quash in part because "responding to the subpoena" in the required time "would be extremely
difficult"); cf. Morgan Asset Mgmt., Inc. et al., Release No. 655, Admin. Proceeding File No. 313847, at 2 ("[P]arties must take reasonable steps to avoid imposing undue burden or expense
when they present subpoenas to non-parties.").
Even if the Court agrees with ALC's requests to quash certain requests and modify others,
as outlined in Sections III.B - III.G below, ALC needs time to collect, review, and produce
responsive documents.
2

ALC is willing to work cooperatively with Respondent's counsel to

ALC requests an extension of time to comply with Request 18 only in the event that this Court does not grant

ALC's request to quash Request 18, described in detail in Section III.D below.
3

Although ALC previously collected data in response to the Division's subpoenas, the data was taken "offline" in

September 2014 so that ALC could avoid paying significant online data hosting fees each month. Thus, the data
cannot be easily exported fi·om a currently existing online database.
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produce documents on a rolling basis, but requests that it be granted until March 16, 2015 to
comply with the Subpoena.
B.

Request 2 Should Be Modified.

Request 2 should be modified to permit ALC to submit chain of custody affidavits from
individuals who oversaw transmission of the relevant materials between and among ALC,
Milbank, and Ropes & Gray LLP. ALC's primary concern in responding to the Subpoena is to
limit its on-going costs, given the extensive costs it has already incurred in connection with the
Investigation.

See supra Section LA.

To fully respond to Request 2, ALC would have to

undertake the Electronic Collection and Review Process described in Section III.A.
Undertaking such a process in connection with Request 2 would be unreasonable,
oppressive, and unduly burdensome where the responsive documents relate to a few, discrete
instances of materials transfeiTed among a limited number of parties. 4

Where, as here,

"considerable time, energy, and financial resources would be needed to achieve compliance," a
subpoena is considered "oppressive and unduly burdensome." Raymond James Fin. Servs., Inc.,
Admin. Proceeding File No. 3-11692, at 10.
Modifying Request 2 to permit ALC to procure affidavits from relevant personnel would
appropriately serve Respondent's interests in understanding the chain of custody of relevant
materials while mitigating the costs incuiTed by ALC.
C.

Request 3 Should Be Modified.

Request 3 should be modified to permit ALC to disclose in writing the current location of
Ms. Bebo's handwritten notes. As described above, ALC would like to avoid the cost incurred in
undertaking the Electronic Collection and Review Process necessary to locate "all documents"
relating to the location of the notes.
4

The location of the notes is not related to the OIP's

ALC does not contest the use of the above-described process for collecting, restoring and reviewing electronic

documents for Requests l and 4-6 because these requests are amenable to searching email communications for

events that Respondent believes may have occurred across a large time span.
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allegations and ALC's disclosure of the location of the notes will not in any way prejudice
Respondent's defense against such allegations.

ALC's proposal, therefore, is appropriately

balanced to serve the interests of both Respondent and ALC.
D.

Requests 18, 19, and 20 Should Be Quashed.

Requests 18-20 pertain to Milbank's internal investigation and should be quashed
because (i) the requests are duplicative in that they seek material that ALC has produced to the
SEC and which the SEC has already passed on to the Respondent, and (ii) Milbank's
investigative materials can more efficiently be ob tained from Milbank.
ALJs have routinely quashed subpoenas under circumstances similar to the present, where
a respondent already has access to the requested materials. 5

Here, Requests 18-20 seek

information that is duplicative of information Respondent has already indirectly obtained from
ALC. As the Division noted, "it previously produced to Bebo all documents that it received from
ALC, Ventas, Milbank Tweed, and Quarles & Brady in the course of its investigation." Ex. 1,
2 (emphasis added). Included in ALC's production to the Division were documents ALC
searched for and produced in response to the SEC's request for "[a]ll documents relating to any
internal investigation regarding the conduct of Laurie Bebo or John Buono or regarding any
information provided to Ventas."6 See Ex. 2, Subpoena from SEC to ALC, Request 20, dated
October 22, 2013.

This broadly worded request encompasses documents relating to the

completion of the internal investigation (Request 18), interviews of witnesses in connection with
the internal investigation (Request 19), and documents relating to conclusions of the internal

5

See Keith M Roberts, Admin. Proceeding File No. 3-11471, at 4 (quashing subpoena because "Respondent ... has

had the Division's investigative file that contains subpoenaed materials available for some time"); see also Dennis J

Afalouf, Release No. 1827, Admin. Proceeding File No. 3-15918, at 5 ( Sept. 22, 2014) (holding that subpoena
recipient need not "produce documents it knows to have been produced to either the Commission or [Respondent]

during" a state court proceeding); WHX Corp., Release No. 579, Admin. Proceeding File No. 3-9634, 69 S.E.C.

Docket 799, at *3 (Mar. 3, 1999) (modifYing subpoenas to exclude material already available to issuing party).
6

ALC produced such documents pursuant to a confidentiality agreement entered into with the Division on Februmy

25, 2014.

ALC did not waive any privilege or protection with respect to all intemal investigation materials. See

infi·a note 8.
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investigation (Request 20).

Respondent has received materials related to the internal

investigation as well as ALC Board materials dated through July 11, 2013, which also reflect the
results of ALC's internal investigation.7 Given this, it is unreasonable and unduly burdensome
for Respondent to request documents from ALC to which she already has access. ALC should
have no obligation to re-produce these materials. Moreover, ALC has no obligation to provide
Respondent with specific Bates numbers of responsive documents that are already in her
See Harding Advisory LLC and Wing F. Chau, Release No. 1256, Admin.

possessiOn.

Proceeding File No. 3-15574, 2014 SEC LEXIS 636, at *5-6 (Feb. 24, 2014) (holding that the
Division was not required to provide a "roadmap" consisting of Bates numbers to identify
particular documents that it had previously produced to the requesting party).
In addition to being duplicative, Requests 18-20 should further be quashed because
materials related to the internal investigation can be obtained more efficiently from Milbank. As
ALC's outside counsel who conducted the internal investigation, Milbank is in the best position
to locate any responsive investigative materials and Respondent has failed to demonstrate that the
information she seeks is not obtainable t1"om another source in a more efficient manner. Morgan
Asset Mgmt., Inc. et al., Release No. 655, Admin. Proceeding File No. 3-13847, at 2 (noting that

the requesting party must "take reasonable steps to avoid imposing undue burden or expense" on
third-parties and that such efforts must include demonstrating "that the information [sought] from
these non-parties is not obtainable from some other source that is more convenient, less
burdensome, or less expensive"). Although ALC has not "generally waived the attorney-client
privilege" over any set of materials, 8 Milbank is best positioned to review its own materials and

7

ALC produced the board materials pursuant to previous SEC subpoena requests. See Ex. 3, Subpoena fi·om SEC to

ALC, Request l , dated October 16, 2012, and Ex. 2, Request 1.
8

See Ex. 1,

4.

ALC strongly disagrees with the Division's statement that ALC "generally waived the attorney

client privilege." !d.

In fact, ALC carefully negotiated the scope of its attorney-client privilege waiver to include

only three discrete categories of attorney-client communications involving (i) employee leasing, (ii) disclosures or
contemplated disclosures relating to the internal investigation, material weaknesses or significant deficiencies in

8

evaluate whether any attorney-client privilege, work product protection, investigative privilege,
or other protection that may apply to such documents. Accordingly, Requests 18-20 should be
quashed where, as here, the requests are more appropriately directed to another party. See, e.g.,
Harding Advisory LLC and Wing F. Chau, 2014 SEC LEXIS 636, at *6 (quashing a subpoena

request from a Respondent directed at the SEC, where another is more appropriately positioned
to respond).
E.

Request 24 Should Be Modified.

Request 24 should be modified because permitting Respondent and her counsel to
manually inspect 380 boxes9 would pose a significant and unreasonable cost to ALC, who would
have to provide personnel to coordinate, oversee, and monitor the inspection of the boxes.
Moreover, Respondent has not even stated what she seeks from those boxes, indicating that her
interest in them is merely a fishing expedition. Timbervest, LLC et al., Release No. 1173, Admin.
Proceeding File No. 3-15519, at 1 (Jan. 15, 2014) (internal quotation marks and citation omitted).
Request 24 should be modified to reflect that Respondent's counsel may request to inspect the
subset the boxes that, after her review of the index that ALC will produce pursuant to Request 23,
she reasonably determines contain material relevant to the SEC's claims or Respondent's
defenses. 10 This approach best strikes the balance between Respondent's interest in finding
relevant documents and the corresponding burden on ALC.
F.

Request 25 Should Be Quashed.

Request 25 should be quashed because it seeks "email communications between Milbank

ALC's internal controls, or whether ALC needed to restate its financials, and (iii) ALC's response to a letter from the
S EC's Division of Corporation Finance to ALC, dated July 21, 2011. See Ex. 4, Letter fi·om Asheesh Goel to Scott
Tandy Regarding A LC's Privilege Waiver, dated Februa1y 4, 2014.
9

Respondent cites a letter from ALC's counsel for the proposition that ALC has an index referencing the contents of

350 hard copy boxes. See Ex. 5, Section ILA, Letter from Asheesh Goel to Scott Tandy, dated March 27, 2014.

However, the Jetter actually said "over 350 hard copy boxes." !d. at 2.
10

Based on its own prior review of these boxes, ALC believes that a large number of the boxes are irrelevant to the

S EC's allegations against Ms. Bebo and expects Ms. Bebo to conclude as much after reviewing the index of the
boxes' contents.
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and ALC's former board" and to ALC's knowledge, such communications are protected, at a
minimum, by the attorney-client privilege. 11 Although Rule 232 does not contain a provision
expressly insulating privileged materials from discovery, privilege claims are well-settled
grounds for quashing subpoena requests. See Rita J McConville and Kevin .M. Harris, C.P.A.,
Admin. Proceeding File No. 3-11330, at 3-4 (Mar. 17, 2004) (quashing subpoena seeking
materials protected by the attorney-client privilege, deliberative-process privilege, and the workproduct doctrine); Putnam Investment Management, LLC, Release No. 613, Admin. Proceeding
File No. 3-11317, at 3 (Mar. 26, 2004); see also James F. Novak, Release No. 239, Admin.
Proceeding File No. 3-6022, 1981 SEC LEXIS 2376, at *1-2 (July 9, 1981) (noting that
"respondent of course has the right to assert the attorney-client privilege and where properly
invoked it will be fully respected in these proceedings").
Respondent cites a letter from ALC's counsel stating that ALC possesses "over 5,400
email communications" between Milbank and ALC's former Board members. See Ex.5, Section
II.A. However, the paragraph immediately following the text cited by Respondent sets forth the
Company's position with respect to such communications:
documents ... is

" ALC's production of such

dependent upon the former directors waiving any attorney-client privilege

that may have existed

between Milbank and the Board or between Milbank and any former

directors individually." !d. (emphasis added). Indeed, Daniel Perry, counsel for Milbank, wrote
a letter to the SEC asserting the

existence of an attorney-client relationship between Milbank and

ALC's former Board members in their individual capacity. See Ex. 6 at 9-12 (Letter from Dan
Perry to Scott Tandy, dated March 4, 2014), Respondent's Submission in Response to the
Division's Position Regarding Her Request for Subpoenas, dated January 22, 2015.
11

To the extent that this request seeks non-privileged communications aside from the over 5,400 email

communications referenced in its letter to the SEC, see Ex . 5, ALC has already produced those communications to

the Division, which, in turn, has already produced those communications to Respondent. See J. Kenneth Alderman,

CPA et al., Release No. 754, Admin. Proceeding File No. 3 -15127, at 5 (Feb. 28, 2013) (quashing subpoena request

because "[t]he Division has produced non-privileged documents apprising Respondents " of the relevant issues).

10

Despite Mr. Perry's warning that his letter should not be relied upon for determining the

scope

of Milbank's representation of ALC's former Board members, 12 Respondent relies on

Mr.Perry's letter in asserting that Milbank did not represent the directors in their "individual
capacities with respect to the internal investigation. " See id at 4.

Respondent's reasoning,

however, suffers from a fatal defect because it ignores the well-established legal principle that it
is the client, not the attorney, whose reasonable belief or expectation is the key to establishing an
attorney-client relationship. See Shattles v. Bioprogress, PLC., C.A. No. 1:05-CV-3179-MHS,
2006 U.S. Dist. LEXIS 48083, at *7 (N.D. Ga. July 14, 2006) ("[A] 'reasonable belief' on the
part of the would-be client that he/she was being represented by the attorney is all that is
necessary. "); see also FDIC v. Odgen Corp., 202 F.3d 454, 463 (1st Cir. 2000) ("Courts
customarily determine the existence vel non of an attorney-client relationship by evaluating
whether the putative client's belief that such a relationship existed was objectively reasonable
under all the circumstances."); Amari v. Spillan, No. 2:08-cv-829, 2009 U.S. Dist. LEXIS 88430,
at *4 (S.D. Ohio Sept. 4, 2009) (holding that

an

attorney-client relationship "may arise by

implication, based on the conduct of the lawyer and the expectations of the client"); accord
Westinghouse Electric Corp. v. Kerr-McKee Corp., 580 F.2d 1311, 1319 (7th Cir. 1978) ("The

professional relationship for purposes of the privilege for attorney-client communications 'hinges
upon the client's belief that he is consulting a lawyer in that capacity and his manifested intention
to seek professional legal advice.'" (quoting McCORMICK ON EVIDENCE (2d ed. 1972), § 88, p.
179)), cert. denied, 439 U.S. 955 (1978).13
In recognition of this well-established legal principle, and in response to the Division's
12

See id. at 1 ("The Commission should not rely solely on any of the information below to make a determination

about the extent and nature of the Firm's representation of the various persons and entities discussed .... ).
13

"

SEC administrative courts routinely consult other sources of federal law in cases where the Rules of Practice are

not directly on point. See, e.g., Gregory Jv!. Dearlove, CPA, Release No. 625, Admin. Proceeding File No. 3-12064,

2006 SEC L EXIS 1442, at *4 (Jan. 9, 2006) (citing numerous federal district and circuit court cases in discussing

service of timely objection to a subpoena duces tecum); Morgan Asset lvfgmt., Inc., Release No. 655, Admin.
Proceeding File No.3-13847, at 2 (citing Fed.R.Civ.P.45(c)(l) in discussing third-pmiy subpoenas).

11

request for the very same communications sought by Respondent in her Request 25, in early 2014
ALC consulted with counsel for its former directors about whether they believed their
communications with Milbank were subject to their own attorney-client privilege. Counsel for
the former directors asserted the attorney-client privilege over the communications at issue and
therefore did not permit ALC to produce the communications to the Division. The Division
confirmed that it "did not receive privilege waivers from the individual members of ALC's
[former] board of directors, in particular regarding the [former] directors' communications with
Milbank Tweed relating to the internal investigation."

Ex. 1, ,-r 4. Accordingly, ALC has

withheld and will continue to withhold documents subject to the directors' attorney-client
privilege, unless otherwise instructed by this Court.
Although ALC waived the Company's attorney-client privilege over certain narrowly
defined categories of communications, 14 it has not-and cannot-waive the privilege held by
former Board members who sought legal advice from Milbank for themselves individually. See,
e.g., In re Grand Jury Subpoena, 274 F.3d 563, 571-72 (1st Cir. 2001) (affirming the existence

of a separate attorney-client privilege for corporate officers who consulted with corporate counsel
representing them individually); In re Bevill, Bresler & Schulman Asset Mgmt. Corp., 805 F.2d
120, 123-25 (3d Cir. 1986); In re Grand Jury Proceedings, 156 F.3d 1038, 1041 (lOth Cir. 1998).
Until the former directors have informed ALC that they have waived any privilege that existed
between Milbank and the Board or between Milbank and its director individually, ALC cannot
produce the emails at issue in Request 25. See, e.g., United States v. Mallard, No. 3:11-cr00374-FDW-DCK, 2014 U.S. Dist. LEXIS 170832, at *2 (W.D.N.C. Dec. 10, 2014) ("Since the
client is the holder of the privilege, only he or she can waive it ...."). In sum, Request 25 is
more appropriately directed to the Company's former directors, who can determine whether to

14

See supra note 6.
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assert or waive any attorney-client privilege that may attach to the documents. To facilitate this
task, on March 2, 2014, ALC provided each of its former directors with copies of their email
communications with Milbank.
Additionally, requiring ALC to create a privilege log for over 5,400 email
communications is unduly burdensome and would require significant expense. To complete this
task, ALC's counsel would have to review the withheld Milbank-Director communications and
explain (in ALC's view) why a director might assert each document is privileged. This tedious
task would almost certainly miss the mark because ALC would be attempting to characterize and
defend a privilege that it does not hold and cannot accurately describe.

ALC respectfully

requests that it be exempt from producing a privilege log in connection with Request 25.
G.

Request 26 Should Be Quashed.

Request 26, which seeks "[h ]ard copies of board materials provided to Ms. Bebo" during
the course of her employment at ALC, should be quashed because it seeks materials already
provided to the Respondent. On February 28 and April 1, 2014, ALC provided "copies of board
materials provided to Ms. Bebo while she was still employed by ALC" in electronic form to
counsel for Respondent.

See Ex. 7, List of Board Materials Provided to Respondent.

Furthermore, Respondent has access to

all of the Board materials that ALC produced to the SEC,

a broader set than those materials provided to Respondent during her employment at ALC. See
supra

Section III.D. Respondent has not offered any reason why the electronic copies she was

provided are insufficient to defend against the SEC's allegations. Nor has Respondent provided
the Company with any authority demonstrating that she is entitled to the same documents in
multiple media. Rather than conscripting ALC into service as Respondent's personal copy shop,
ALC requests that Request 26 be quashed.
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IV.

The Supplemental Requests Must Be Quashed and/or Modified
A.

The Supplemental Requests Should be Quashed.

Supplemental Requests 1 and 2 seek Respondent's office and mobile phone records
("Supplemental Requests"). These requests should be quashed because, as this Comi reasoned in
its January 23, 2015 order striking similar requests for phone records, they have no relevance and
they are unduly burdensome to locate and produce. Ex. 8, Order on Request for Issuance of
Subpoenas, at 2 ("There is no apparent relevance to these documents, and the request is
overbroad, because it presumably seeks a large number of telephone records irrelevant to the
OIP.").
Respondent seeks to remedy the flaws in her prior similar requests for phone records by
limiting the request to three time periods, ranging from 2009 to 2012. While this reformulation
might address this Court's prior concern about the volume of telephone records sought, it does
nothing to address the issue of relevance. Respondent engages in misdirection, arguing that the
phone records demonstrate substantive facts relevant to the OIP allegations. Indeed, Respondent
argues that during these time periods, (i) Respondent had a phone conversation with a Ventas
employee about employee leasing, therefore indicating that it was not a "scheme", (ii) ALC's
outside counsel may have discussed, or provided advice regarding, ALC's response to an SEC
comment letter, which is "relevant to the SEC's claims that Bebo caused false and misleading
disclosures in ALC's periodic filings," and (iii) the ALC Board knew about employee leasing and
that it was not a scheme. Ex. 9, Respondent's Request for Issuance of Supplemental Subpoenas
Duces Tecum,

9. However, none of these purported "facts" can be demonstrated by phone

records. At most, Respondent's office and mobile phone records can only confirm the existence
of phone calls with (i) the counterparty to one of ALC's material contracts (Ventas), (ii) ALC's
outside counsel, and (iii) ALC's Board of Directors, none of which is likely to be unusual for a

14

company's CEO. Respondent's request, therefore, cannot lead to the discovery of admissible
evidence.

Cf Gregmy M Dearlove, 2006 SEC LEXIS 1442, at *6-7.

Accordingly, these

requests should be quashed.
The Supplemental Requests should also be quashed because it would be unduly
burdensome for ALC to obtain these documents, to the extent they still exist. Respondent's
requests fail to recognize that ALC underwent a change in ownership in July 2013 and
experienced a near complete turnover of relevant personnel in the intervening years, including the
Company's Board, a replacement of all sixteen of the Company's senior executives, and a change
of approximately 75% of its field personnel.

See Lisa B. Premo, Release No. 701, Admin.

Proceeding File No. 3-14697, at 6 (Apr. 27, 2012) (granting non-party's motion to quash due to
non-party's "representation that gathering the requested information would be unduly
burdensome, unreasonable, costly, and take weeks or months," given "[a] change in business
ownership," and "the passage of four years"). While ALC's routine email backups and archiving
procedures allow for the collection of historical emails (despite significant burden), it is
unreasonable, oppressive and unduly burdensome to require ALC to locate phone records that
range from nearly three to over six years in age, without any prior notice that such records have
any significance and where such records are not automatically and electronically archived.
B.

If the Supplemental Requests Are Not Quashed, ALC Should Be Granted
Additional Time to Complv.

ALC cannot practically respond to the Supplemental Requests in the limited period
allotted by that subpoena. Respondent requested the Supplemental Requests on February 5, 2015;
however, Respondent did not serve the Supplemental Requests on ALC until February 12, 2015.
The Supplemental Requests call for ALC to search historical records that are not routinely stored
on computer systems or obtain relevant records from its historical telephone provider(s) by
February 20, 2015. Requiring ALC to produce these records within 8 days of service would be
15

time consuming, costly, and impractical. This burden could have been mitigated if Respondent
had served the subpoena sooner than one week after its issuance. See },;forgan Asset Mgmt., Inc.
et al., Release No. 655, Admin. Proceeding File No. 3-13847, at 2 ("[P]arties must take

reasonable steps to avoid imposing undue burden or expense when they present subpoenas to
non-parties."). If this Court does not grant ALC's request to quash the Supplemental Requests,
ALC respectfully requests that the compliance date for the Supplemental Requests be extended to
March 16, 2015.
V.

ALC Will Produce Certain Responsive Material Subject to Entry of an Appropriate
Protective Order

ALC will produce certain information to Respondent in response to the Subpoena and
Supplemental Requests, conditioned on the entry of an appropriate protective order.

The

protective order should provide that Respondent (i) will not use confidential materials provided
to her by ALC except as required to present her case or defense in the above-captioned action and
related regulatory actions or litigation to which she is or may become a party ("Covered
Actions"), (ii) will not disclose, including in public litigation or regulatory filings, materials
provided to her by ALC to anyone except her legal advisors and other professionals who need to
know such information and who agree to comply with the terms of the protective order or are
otherwise bound by a duty of confidentiality at least as protective of such information as the
confidentiality order, (iii) will not assert that ALC has waived any privilege or protection by
virtue of producing any documents or information in connection with the Subpoena and
Supplemental Requests, and (iii) upon conclusion of the Covered Actions, will return or destroy
all documents produced by ALC to Respondent in connection with the Subpoena and
Supplemental Requests.
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VI.

Conclusion

For all of the foregoing reasons, ALC respectfully requests that the Subpoena and
Supplemental Requests to ALC for the production of documents be quashed or modified as set
forth above.
Dated:February 20, 20 1 5

Respectfully submitted:

JJt"--

Asheesh G<.fel
Sunil V. S henoi
Nicho las G. Niles
ROPES & GRAY LLP
1 9 1 N. Wacker Drive, 32nd Floor
Chicago, Illinois 60606
Phone:3 1 2-845 - 1 200
Fax: 3 1 2-845-5500
Counselfor Assisted Living Concepts, LLC
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CHICAGO, ILLINOIS
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WWW.ROPESGRAY.COM

February 20, 20 1 5

ECEIVED
FEB 23 2015

OFFICE OF THE SECRETA
RY
-

Sunil V . Shenoi

.com

BYFEDEX

Brent J. Fields, Secretary
Office of the Secretary
U.S.SECURITIES AND EXCHANGE COMMISSION
1 00 F Street, N.E.
Mailstop 1 090
Was hington, D.C. 20549
In the Matter of Laurie Bebo and John Buono, CPA; AP File No.3- 1 6293

Re:

Dear Mr.Fields:
Enclosed for filing in the above-captioned matter, please find an original and three cories of
Assisted Living Concepts, LLC's Motion to Quash or Modify Respondent's Subpoenas for
Documents and

the Motion's Supporting Exhibits.

Respectfully submitted,

1
J.,AJv'--

1

------.,.

Enclosures
cc:

Benjamin J. Hanauer
The Honorable Cameron Elliot (via email)
Mark A.Cameli
Ryan S. Stippich
Patrick S. Coffey

r= RECEIVED

UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

I FEB 2 3 2015
@JFTCEOF

ADMINISTRATIVE PROCEEDING
File No. 3-16293

I n the Matter of
LAURIE BEBO, and
JOHN BUONO, CPA,
Respondents.

EXHIBITS TO ALC'S MOTION TO
QUASH OR MODIFY RESPONDENT'S
SUBPOENAS FOR DOCUMENTS

""

UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
ADMINISTRATIVE PROCEEDING

z-uo1 .s

" :Cii5{0FTHE SECRETARY
" .-,;o-..;::=.·

File No. 3-16293

I n the Matter of

'A. "' (..'), i.:..
J,

,_

THE DIVISION OF ENFORCEMENT'S
RESPONSE TO THE COURT'S ORDER

LAURIE BEBO, and

REGARDING SUBPOENAS TO PRODUCE

JOHN BUONO, CPA,
Respondents.

The Division of Enforcement ("Division") responds as fol lows to the Court's January 1 5,
20 1 5 Order Regarding Subpoenas to Produce:
1.

The Division does not object to the subpoenas that Respondent Bebo requests be

issued to ALC, Ventas, Milbank Tweed, and Quarles & Brady (the "Subpoenas").1 Nevertheless, it
appears that the Subpoenas are excessive in scope, and that much of the material sought by the
Subpoenas is irrelevant to these proceedings, privileged (by the attorney-client privilege and/or work
product doctrine), or both.
2.

In regards to whether the materials sought by the Subpoenas have already been

produced to Bebo, the Division initially notes that, pursuant to Rule 230(a), it previously produced to
Bebo all documents that it received from ALC, Ventas, Milbank Tweed, and Quarles & Brady in the
course of its investigation.

1 Quarles & Brady was ALC's primary outside counsel during the period at issue in the OIP. ALC
retained Milbank Tweed to, among other things, conduct an internal investigation - after its board
of directors received a whistleblower complaint alleging misconduct consistent with the allegations in
these proceedings.

3.

While it woul d be impracticable to review every document in its fi les to determine if

the Subpoenas seek documents already produced to Bebo, the Division has undertaken to compare
the requests in the Subpoenas with its general understanding of the documents in its files obtained
from ALC, Ventas, Milbank Tweed/ and Quarles & Brady. Based on this review, the Division
believes that its files contain, and that it produced to Bebo, at least some documents responsive to the
fol lowing requests: (a) ALC Subpoena paragraphs 1 5, 1 6, 1 7, 20, and 26; (b) Ventas Subpoena
parawaphs 5 and 1 5; (c) Milbank Tweed Subpoena paragraphs 1 1 , 1 4, and 1 5; and (d) Quarles &
Brady Subpoena paragraphs 5, 6, 7, and 9.
4.

Regarding the Court's inquiries about privilege waivers, attached hereto as Exhibit 1 is

a February 4, 20 1 4 letter from ALC's counsel in which ALC generally waives the attorney-client
privilege relating to the subject matter of these proceedings. The Division notes that while ALC
generall y waived the attorney-client privilege, the Division did not receive privilege waivers from the
individual members of ALC's board of directors, in particular regarding the directors'
communications with Milbank Tweed relating to the internal investigation. For these and other
reasons, the Division did not subpoena materials from Milbank Tweed.3

2 The Division has not issued any subpoenas to Milbank Tweed, in part due to privilege issues
described below. The only documents that the Division received from Milbank Tweed were
materials it received at presentations made by Milbank Tweed attorneys to the Division staff. The
Division has produced all such documents to Bebo.

3 While not necessarily applicable to the Subpoenas, the Division submits that Ms. Bebo has waived
the attorney-client privilege - to the extent she (as opposed to ALC) had the ability to assert the
privilege - consistent with her advice-of-counsel affirmative defense and her disclosure of attorney
client communications in the course of her testimony.
2

Respectfully submitted:
Dated: January 20, 20 1 5

'2?
Benjamin J. Hanauer
Division of Enforcement
U.S. Securities and Exchange Commission
1 75 West Jackson Blvd, Suite 900
Chicago, IL 60604
Phone:
Email:
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Asheesh Goe!

February 4, 2014

T +1312 8451217

F +1 312 845 5513
ashees.h.goel@ropesgray.com

FOIA CONFIDENTIAL TREATMENT REQUESTED

VIA E-MAIL AND HAND DELIVERY

Scott R Tandy, Senior Attorney
U.S. Securities and Exchange Commission
Chicago Regional Office
175 West Jackson Boulevard, Suite 900
Chicago, IL 60604
Re:

In tlte Matter ofAssisted Living Concepts, Inc

(C-7948)

Dear Mr. Tandy:
As you know, we represent Assisted Living Concep , LLC. Pursuant to Section 4.3 of the
SEC Enforcement Manual, consistent with ALCs desire to cooperate fully with your
investigation referenced above and pursuant to the request made by the Staff of the
Enforcement Division of the U.S. Securities and Exchange Commission, ALC agrees to waive
its attorney<lient privilege with respect to certain limited communications, as follows:

1) ALC agrees to waive its attorney-client privilege with respect to
communications:
a. occurring between December 1, 2008 and May 8, 2013;
b.

between ALC directors or officers ("Executives"), on the one
hand, and ALCs legal counsel, on the other hand;

c. involving advice that ALC Executives sought from any of
those lawyers; and

Confidential Treatment Requested by Assisted Living Concepts, LLC
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including

be

January

associated
in

making

Ventas Lease covenants.

2)

ALC further agrees to waive its attorney-client privilege with
respect to certain limited communications:
a.

occurring between January 1, 2012 and March 14, 2013;

b. between ALC Executives, on the one hand, and ALCs legal
counsel, on the other hand;
c.

involving advice that ALC Executives sought from any of
those lawyers; and

d. that relate to disclosures or contemplated disclosures

regarding: (i) an intemal investigation; (ii) whether ALC had

any mate!ial weaknesses or significant deficiencies in its
internal controls; or (ill) whether ALC needed to restate its

financials.

3)

ALC further agrees to waive its attorney-client privilege with
respect to certain limited communications:
a.

between ALC Executives, on the one hand, and ALC's legal
counsel, on the other hand;

1

The CaraVita facilities include Cara Vita Village, Greenwood Gardens, Highland Terrace, Peachtree

Estates, Tara Plantailon, The Inn at Seneca, The Sanctuary, and Winterville Retirement.
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involving advice that ALC Executives sought from any of
those l awyers; and

c.

that relate to ALC s response to a letter from the SECs

Division of Corporation Finance to ALC dated July 21, 2011.

We appreciate the opportunity to assist the Staff in its investigation and look forward to

continuing to work with you in a col laborative fashion.
*

*

*

*

*

Please be advised that this letter and the enclosed materials contain confidential, commercial,

financial, or personal infonnation, the disclosure of which would cause significant harm,

economic or otherwise, to ALC and its affiliates and employees. Pursuant to Rule 83 of the

Commission's Rule on Infonnation and Requests,

17 CFR. § 200.83, we hereby

request on

behalf of ALC that this letter and the enclosed materials, and the contents of this letter and

the enclosed materials, be accorded confidential treatment and not be disclosed in response
to any request under the Freedom of Infonnation Act,

5 U.S.C § 552. In order

to ensure

confidentiality of the enclosed materials, they have been clearly marked "Confidential

Treatment Requested by Assisted Living Concepts, LLC"

If this letter, the enclosed
documents, or any of the contents of this letter or enclosed documents is the subject of a
Freedom of Information Act request, please inform me and I will provide further
substantiation of this request for confidential treatment Finally , we request that these
documents, as well as any copies made thereof, be returned to us, as counsel for ALC upon
conclusion of the Commission's examination.
Best regards,
/J

/(!_.c /

L--;;r ';;;'-?-

/

..

•

•?

'------

Asheesh Goel
cc:

FOIA Office

100 F Street NE, Mail Stop 2736

Washington, DC 20549

Confidential Treatment Requested by Assisted Living Concepts, LLC

UNITEH STATES
SECURITIES AND EXCHANGE COMMISSION
CHICAGO REGIONAL OfFICE
SCITE 900
175 \\'EST JACKSON BOULEYARD
CHICAGO, ILLINOIS 60604

SCOTT B. TANDY

TELEPHONE:

FACSIMILE:

SENIOR ATTORNEY

DJVJSION Of ENFORCEMENT

(312)353-3374
(312)353-7398

October 22, 20 1 3
VIA ELECTRONIC MAIL

Assi sted Living Concepts, Inc.
C/o Thomas A. Arena, Esq.
Milbank, Tweed, Hadley & McCloy LLP
1 Chase Manhattan Plaza
New York, NY 1 0005- 1 4 1 3
Re:

I n the Matter of Assisted L iving Concept;?_,_ Inc. (C-7948)

Dear Assisted Living Concepts, Inc .:
The staff of the Securities and Exchange Commission is conducting an investigation in
the matter identified above. The enclosed subpoena has been issued to you as part of this
investigation. The subpoena requires you to give us documents.
Please read the subpoena and this letter carefully. This letter answers some questions you
may have about the subpoena. You should also read the enclosed SEC Form 1 662. You must
comply with the subpoena. You may be subject to a fine and/or imprisonment if you do not.
Producing Hocuments

rVhat materials do I have to produce?
The subpoena requires you to give us the documents described in the attachment to the
subpoena. You must provide these documents by November 22, 20 1 3. The attachment to the
subpoena defines some terms (such as "document") before listing what you must provide.
Please note that if copies of a document differ in any way, they are considered separate
documents and you must send each one. For example, if you have two copies of the san1e letter,
but only one of them has handwritten notes on it, you must send both the clean copy and the one
with notes.
If you prefer, you may send us photocopies of the originals. The Commission cannot
reimburse you for the copying costs. The copies must be identical to the originals, including
even faint marks or print. If you choose to send copies, you must keep the originals in a safe

place. The staff will accept the copies for now, but may require you to produce the originals
later.
If you do send us photocopies, please put an identifYing notation on each page of each
document to indicate that it was produced by you, and number the pages of all the documents
submitted. (For example, if Jane Doe sends documents to the start: she may number the pages
JD- 1 , JD-2, JD-3, etc., in a blank comer of the documents.) Please make sure the notation and
number do not conceal any writing or marking on the document. If you send us originals, please
do not add any identifying notations.
Do I need to send anything else?
You should enclose a list briefly describing each item you send. The list should state
which paragraph(s) in the subpoena attachment each item responds to.
Please include a cover letter stating whether you believe you have met your obligations
under the subpoena by searching carefully and thoroughly for everything called for by the
subpoena, and sending it all to us.
What if! do not 5,·end everything described in the attachment to the subpoena?
The subpoena requires you to send all the materials described in it. If for any reason
including a claim of attorney-client privilege -- you do not produce something called for by the
subpoena, you should submit a list of what you are not producing. The list should describe each
item separately, noting:
-

•

its author(s);

•

its date;

•

its subject matter;

•

the name of the person who has the item now, or the last person known to have it;

•

the names of everyone who ever had the item or a copy of it, and the names of
everyone who was told the item's contents; and

•

the reason you did not produce the item.

If you withhold anything on the basis of a claim of attorney-client privilege or attorney work
product protection, you should also identifY the attorney and client involved.

Where should I send the materials?
Please send the materials to:
ENF-CPU
U.S. Securities and Exchange Commission
1 00 F St., N.E., Mailstop 5973
Washington, DC 20549 5973

'I
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Other Important I n formation

May 1 have a lawyer help me respond to the subpoena?
Yes. You have the right to consult with and be represented by your own lawyer in this
matter. We cannot give you iegal advice.
Tfnat will the Commission do with the materials 1 send?
The enclosed SEC Form 1 662 includes a List of Routine Uses of information provided to
the Commission. This form has other important information for you. Please read it carefully.
Has the Commission determined that anyone has done anything wrong?
This investigation is a non-public, fact-finding inquiry. We are trying to determine
whether there have been any violations of the federal securities laws. The investigation and the
subpoena do not mean that we have concluded that you or anyone else has broken the law. Also,
the investigation does not mean that we have a negative opinion of any person, entity or security.
Important Policy Concerning Settlements
Please note that, i n any matter in which enforcement action is ultimately deemed to be
warranted, the Division of Enforcement will not recommend any settlement to the Commission
unless the party wishing to settle certifies, under penalty of perj ury, that all documents responsive
to Commission subpoenas and formal and informal document requests in this matter have been
produced.
I have read this letter, the subpoena, and the SEC Form 1 662, but 1 still have questions. Tf"hat
should I do ?

If you have any other questions, you may call me at
represented by a lawyer, you should have your lawyer contact me.

. If you are

S incerely,

Scott B. Tandy
Senior Attorney, Division of Enforcement
Enclosures:

Subpoena
SEC Form 1 662
SEC Data Delivery Standards
S ample Business Records Certification

SUBPOENA

UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

In the Matter of Assisted Living Concepts, Inc. (C-7948)

To :

A ssisted Living Concepts, Inc.
C/o Thomas A . Arena, Esq.
M ilbank, Tweed, Hadley & McCloy LLP

1

Chase Manhattan Plaza

New York, NY

I6J

1 0005- 1 4 1 3

YOU M UST PRODUCE everything specified in the Attachment to this subpoena to

officers of the Securities and Exchange Commission, at the place, date and time specified below:
ENF-CPU, U . S . Securities and Exchange Commission,

1 00 F

St., N . E . , Mailstop

5973 ,

Washington, DC

D

November 22,

20549-5973
20 1 3 at 1 0:00 a.m.

YOU MUST TESTIFY before officers of the Securities and Exchange Commission, at the

place, date and time specified below:

:FEDERAL LAW REQUIRES YOlJ TO COMPLY WITH THIS S UBPOENA
Failure to comply may subject you to a fine and/or imprisonment.

By :

Date: October 22,
S cott B. Tandy

20 1 3

.

S enior Attorney, Divisio -6f En fbrcement
U S . Securities and Exchange Commission

I

am an ofTicer o f the Securities and Exchange Commission authorized t o i s sue subpoenas i n this

m atter. The Securities and Exchange Commission has issued a formal order authorizing this
investigation tmder Section 20(a) of the S ecurhies Act of
Exchange Act of

1 934.

1 933 and Section 2 l (a) o f the S ecurities

ATTA.Cl1MENT:
I.
The materials called for by the subpoena are to be produced in accordance with the
following general requirements:
1.

Duplicates

Unless otherwise specified, each request for documents or other materials requires the
production of the original and all copies and drafts of the same. Documents which contain
written conunents, notes, corrections, or to which additional materials have been attached or
appended, must be produced.
2.

Possession. Custody or Control

You are required to submit all items which are in your possession or custody or under
your control. Items under your control or in your custody, but not in your immediate possession,
are required to be obtained and submitted.
lf any documents called for by this subpoena are not produced for any reason, submit a
list of what you are not producing. The list should describe each item separately, noting:
•
•
•
•
•

•

3.

its author(s);
its date;
its subject matter;
the name of the person who has the item now, or the last person known to have it;
the names of everyone who ever had the item or a copy of it, and the names of
everyone who was told the item's contents; and
the reason you did not produce the item.
Affidavit of Completeness and Business Record s Certificati_o_n

An affidavit certifying the completeness of the production and a business records
certification should be supplied when the document production is complete.

4.

S egregation of Documents

An index should be included with the production which reflects: ( 1 ) which documents are
responsive to the individual requests; and (2) the identity of the person from whose files the
responsive documents were obtained .

5.

Defir!_ition

A.
"Assisted Living Concepts" means the entity doing business under the
name of Assisted Living Concepts, Inc. and each of its parents, successors, predecessors,
subsidiaries, related entities, partnerships, affiliates, principals, officers, directors, general or
limited partners, trustees, beneficiaries, any trusts or accounts in its name or in which it has a
beneficial interest or trading authority, associates, employees, agents, attorneys, accountants,
auditors, independent contractors, persons acting on its behalf: and any aliases, code names, or
trade or business names used by any of the foregoing.
B.
"Ventas" means the entity doing business under the name of Ventas
Realty, Limited Partnership and each of its parents, successors, predecessors, subsidiaries, related
entities, partnerships, affiliates, principals, officers, directors, general or limited partners,
trustees, beneficiaries, any trusts or accounts in its name or in which it has a beneficial interest or
trading authority, associates, employees, agents, attorneys, accountants, auditors, independent
contractors, persons acting on its behalf, and any aliases, code names, or trade or business names
used by any of the foregoing.
C.

"Commission" means the United States Securities and Exchange

Commission.
D.
"Document" or "documents" means all records and other tangible forms of
expression, whether drafts or finished versions, originals, copies or annotated copies, however
created, produced or stored (manually, mechanically, electronically, or otherwise), including, but
not limited to, books, papers, files, notes, memoranda, reports, contracts, agreements,
correspondence, account statements, ledger sheets, worksheets, summaries, invoices, bills,
records of payment, bank statements, telephone messages, telegrams, telexes, facsimiles, records
of conversations or meetings, confirmations, calendars, date books, magnetic tape, video or
sound recordings, disks, diskettes, disk packs and other electronic media, electronic mail
messages, instant mail messages, websites, web pages, microfilm, microfiche, storage devices,
the contents of Palm Pilots, Blackberrys, or similar computer devices, and any other tangible
record or computer record.
E.
"Relate" or "relating to" means, in whole or in part, constituting
containing, embodying, reflecting, identifying, stating, referring to, evidencing or in any way
being relevant.
F.
"Communications" means correspondence, notes, memoranda, electronic
mail messages, instant mail messages, websites, web pages, video or sound recordings, telephone
messages, telegrams, telexes, facsimiles, records of conversations or meetings, confirmations,
date books, calendars, magnetic tape, video or sound recordings, the contents of Palm Pilots,
Blackberrys, or similar hand held computer devices, or any other tangible record or computer
record.
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6.

Time Period

The time period covered by this subpoena for Categories 1 -3 3 is from May 29, 20 1 2
through October 2 1 , 2 0 1 3 .
The time period covered by this subpoena for Categories 3 4 and 3 5 i s from March 1 ,
20 1 2 through October 2 1 , 20 1 3 .
The time period covered by this subpoena for Category 36 is from January 1 , 2008
through October 2 1 , 20 1 3 .

II.
DOCUMENTS TO BE PRODUCED
l.
In connection with all meetings of the Board of Directors or any committee
thereof: all notices of any such meetings, all agendas for any such meetings, all information
provided in preparation for any such meetings, all notes taken at any such meetings, and all drafts
and final versions of the minutes of any such meetings;
2.

All stock analyst reports regarding Assi sted Living Concepts;

Documents sufficient to show Assisted Living Concepts' disclosure controls and
procedures referenced in its Commission filings;
3.

4.

Documents sufficient to show Assisted Living Concepts ' internal controls over
financial reporting referenced in its Commission filings;
5.
Documents sufficient to show Assi sted Living Concepts ' procedures with respect
to the review, authorization and approval of journal entries;

6.
All documents discussing whether Assisted Living Concepts may or would miss,
meet, or exceed internal or external financial targets, forecasts, or expectations;
7.
All documents relating to Assisted Living Concepts' quarterly earnings
conference calls, including, without limitation: (a) all transcripts, notes, scripts, talking points, or
other documents prepared in connection with any such calls (and all drafts of same); (b) all notes
of those present; (c) all documents provided to participants on any such calls; and (d) all internal
communications discussing any such calls;

8.
All documents relating to Assisted Living Concepts ' communications with stock
analysts, including, without l imitatio11: (a) all transcripts, notes, scripts, talking points, or other
documents prepared in connection with any such communications (and all drafts of same) ; (b) all
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notes of those present; (c) all documents provided to any analysts; and (d) all internal
communications discussing communications with analysts;
9.
All documents relating to the review and/or certification of Assisted Living
Concepts' filings with the Commission;
I 0.

All documents relating to communications with Assisted Living Concepts '

auditors;
1 1.
All documents related to the evaluation and certification of Assisted Living
Concepts' disclosure controls and procedures referenced in its Commission filings;
1 2.
Ali documents related to the evaluation and certification of Assisted Living
Concepts' internal controls over financial reporting referenced in its Commission filings;
1 3.
All documents referencing any actual or potential failure to comply with a
restrictive or affirmative covenant contained in any lease or borrowing agreements;
1 4.
All documents relating to any possible irregularities, improprieties or errors
concerning Assisted Living Concepts' accounting, financial records, disclosure controls,
iinancial statements, or internal controls;
All communications referencing any inaccuracy or potential inaccuracy in
1 5.
Assisted Living Concepts' : (a) filings with the Conunission; or (b) communications with its
lessors or lenders;
1 6.

All documents relating to communications with Ventas;

1 7.

For the facilities leased from Ventas, individually and as a whole:
a.
b.
c.

d.

e.

f.

V entas rolling twelve-month income statements for each quarter (ALC
HC00007404-7454 is an example);
Quarterly income statements;
Documents showing Assisted Living Concepts employees and friends or
relatives of such employees added as occupants by quarter for each quarter
(ALC-HC000074 0 1 -7403 is an example) at 1 00% of standard resolution;
Monthly occupancy rosters (also known as End of Month Summary
Reports), both including and excluding leases and purchases by Assisted
Living Concepts employees or friends or relatives of such employees;
Documents relating to the lease or purchase of unit(s) by each Assisted
Living Concepts employee or friend or relative of such employee,
including, but not limited to, the lease or purchase documents themselves,
correspondence regarding the lease or purchase documents and documents
evidencing any payments by the purported lessee or purchaser;
Quarterly occupancy summaries (ALC-HC00007607 is an example);
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g.

h.
1.

J.

k.
I.

m.
n.

o.

p.

Quarterly officer certificates including attachments <md other documents
provided to Ventas with such certificates (ALC-HC00007342-73 56 is an
example);
The identity of all persons who prepared the documents referenced in sub
category (g);
Quarterly calculations of lease covenant violations, prior to the addition of
leases and purchases by Assisted Living Concepts employees or friends or
relatives of such employees and the intercompany transfer of revenue and
expenses;
Calculations o f revenue on a quarterly basis transferred b y j ournal entry to
the property through intercompany transfer;
Calculations of expenses on a quarterly basis transfened by journal entry
from the property through reclassification;
Journal entry forms and approval fonns used to trar1sfer revenue to the
property through intercompany transfer (ALC-HC00007923-7924 is an
example);
Journal entry forn1s and approval forms used to transfer expenses from the
property through reclassification (ALC-HC00007923-7924 is an exan1ple);
Quarterly coverage ratio calculations for the trailing twelve months (ALC
HC0000734 1 and 73 5 1 is an example but please produce in a readable
format);
Written procedures, internal or otherwise, for detennining coverage ratios
and occupancy and the identity of the persons involved in those
calculations; and
All communications regarding the documents produced in response to sub
categories (c), (d) , (f), (g) and (i) (n);

1 8.
Income statements for each quarter for the corporate office general ledger
accounts and sub-accounts : (a) from which revenues were transfened to facilities leased from
Ventas; ar1d (2) to which expenses were transfened from facilities leased from Ventas;
1 9.
All documents relating to the te1mination of Laurie A. Bebo 's employment,
including board of directors' minutes;

All documents relating to any internal investigation regarding the conduct of
20.
Laurie Bebo or John Buono or regarding any information provided to Ventas;
21.
All court filings and transcripts in the case entitled: Ventas Realty, Limited
Partnership v. ALC CVMA , LLC, et al., 1 2-cv-0 3 1 07 (hereafter "the Ventas lease litigation");
Ali documents relating to the settlement of the Ventas lease litigation and
22.
the purchase of properties previously leased from Ventas and MLD Delaware Trust, including
but not limited to drafts of the Purchase Agreement described in footnote 5 of Assisted Living
Concepts' Form 1 0-Q for the period ended June 30, 20 1 2, correspondence relating to contract
negotiations, notes taken by Assisted Living Concepts employees and board members involved
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with or overseeing the transaction, property appraisals and memoranda related to the accounting
for and financial reporting of the Purchase Agreement;

23.

All mortgage notes referred to in Assisted Living Concepts' filings with the

Commission;

24.

Credit facility agreements for all credit facilities identified in Assisted Living

Concepts' filings with the Commission;

25.

All leases referred to in Assisted Living Concepts' fi lings with the Commission;

26.

Laurie Bebo ' s and John Buono ' s employment file;

27.

For any employee or ex employee complaints or allegations regarding financial

information or disclosures provided to Assisted Living Concepts' lessors or lenders or cont:'lined
in Assisted Living Concepts ' filings with the Commission, regardless of the form or context of
such complaints or allegations, all documents relating to such complaints or allegations,
including, without limitation: (a) all documents provided by such employees or ex employees to
Assisted Living Concepts; (b) all documents reviewed in connection with any internal or external
investigation or inquiry relating to such complaints or allegations; or (c) any report or other
summary regarding any investigation of such complaints or allegations;

28.

D ocuments sufficient to show the identity of the Assisted Living Concepts

executives and employees who were involved in drafting, reviewing and certifiying Assisted
Living Concepts' filings with the Commission and for each such person, a description of the
portions of the filings for which the person was involved in drafting, reviewing and/or certifying;

29.

Documents sufficient to show the procedures which were fol lowed in drafting,

reviewing and certifying Assisted Living Concepts' filings with the €ommission;

30.

Documents sufficient to show the bonus or other incentive-based or equity based

compensation earned by Assi sted Living Concepts' senior executives and officers and the
standards used for determining the amount of such compensation awarded;

3 1.

Documents sufficient to show any stock trades by Assisted Living Concepts'

senior executives and officers and any profits eamed therefrom;

32.

Documents sufficient to show Assisted Living Concepts' document retention

policies;

33.

Documents suflicient to show Assisted Living Concepts' intemal hierarchy

including, but not limited to, organizational charts;

34.

All documents relating to any contemplated, potenti al or actual restatements by

ALC;
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All documents relating to any contemplated, potential or actual material
weaknesses or significant deficiencies with ALC ' s internal controls; and
35.

36.

All handwritten notes of Laurie Bebo.

7

SEClflUTIES ANn EXCHANGE COMMISSION
Washington, D.C. 20549
Supplemental Information for Persons Requested to Supply
Information Voluntarily or Directed to Supply Information
Pursuant to a Commission Subpoena
A. False Statements and Documents
Section 1 00 1 of Title 1 8 of the U nited States Code provides as follows:
[W]hoever, in any matter within the jurisd iction of the executive, legislative, o r judicial branch of the
Government of the U nited States, knowingly and willfully-( 1 ) falsifies, conceals, or covers up by any trick, scheme, or device a material fact;
(2) makes any materially false, fictitious, or fraudulent statement or representation; or
(3) makes or uses any false writing or document knowing the same to contain any materially false,
fictitious, or fraudulent statement o r entry;
shall be fined under this title, imprisoned not more than 5 years . . . o r both.

B. Testimony
I f your testimony is taken, you should be aware of the followin g :
1.

Record. Your testimony will be transcribed by a reporter. If you desire to go off the record, please indicate this to
the Commission employee taking you r testimony, who will determine whether to grant you r request. The reporter
will not go off the record at your, o r you r counsel's, d i rection.

2.

Counsel. You have the right to be accompanied , represented and advised by counsel of your choice. Your
counsel may advise you before, duri n g and after your testimony; question you briefly at the conclusion of your
testimony to clarify any of the answers you give d u ring testimony; and make summary notes during your
testimony solely for your use. If you are accompanied by counsel, you may consult privately.

If you are not accompanied by counsel, please advise the Commission employee taking your testimony if, during the
testimony, you desire to be accompanied, represented and advised by counsel. You r testimony will be adjourned
once to afford you the opportunity to arrange to be so accompanied, represented or advised.
You may be represented by counsel who also represents other persons involved in the Commission's i nvestigatio n .
T h i s m ultiple representation, however, presents a potential conflict of i nterest if one client's interests are or may b e
adverse t o another's. I f y o u a r e represented b y counsel who also represents other persons involved i n t h e
investigation, the Commission w i l l assume that y o u and counsel have discussed and resolved all issues concerning
possible conflicts of interest. The choice of counsel, and the responsibility for that choice, is yours.
Transcript A vailability. Rule 6 of the Commission's Rules Relating to Investigations, 17 CFR 203.6, states:

3.

A person who has submitted documentary evidence or testimony in a formal investigative proceeding
shall be entitled, upon written request, to procure a copy of his documentary evidence o r a transcript of
his testimony o n payment of the appropriate fees: Provided, however, That i n a n o n public formal
investigative proceeding the Commission may for good cause deny such request. In any event, any
witness, upon proper identification , shall have the right to inspect the official transcript of the witness'
own testimony.
I f you wish to purchase a copy of the transcript of your testimony, the reporter will provide you with a copy of the
appropriate form. Persons requested to supply i n formation voluntarily will be a llowed the rights provided by this rule.

4.

Perjury. Section 1 62 1 of Title 18 of the U nited States Code provides as follows:

Whoever-( 1 ) having taken an oath before a competent tribunal, officer, or person , in any case in which a law of
the U n ited States authorizes an oath to be administered, that h e will testify, declare, depose, or certify
truly, or that any written testimony, declaration, deposition , or certificate by h i m subscribed, is true,
willfully and contrary to such oath states o r su bscribes any material matter which he does not believe to
be true; or
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(2) in any declaration , certificate, verificatio n , or statement under penalty of perj u ry as permitted under
section 1 746 of title 28, U n ited States Code, willfully s ubscribes as true any material matter which he
does not believe to be tru e ;
is guilty of perjury and s h a l l , except as otherwise expressly provided by law, be fined u n d e r t h i s title or
i m p risoned not more than five years. or both.
Fifth Amendment and Voluntary Testimony. Information you give may be used against you i n any federal, state,
5.
local or foreign admin istrative, civil or criminal proceeding brought by the Commission or any other agency.

You may refuse, i n accordance with the rights g uaranteed to you by the Fifth Amendment to the Constitution of the
U nited States , to give any information that may tend to i ncriminate you .
I f your testimony i s not pursuant t o subpoena , you r appearance t o testify i s vol untary, you need not answer any
question, and you may leave whenever you wish . Your cooperation is, however, appreciated.
Formal Order Availability. If the Commission has issued a formal order of investigation, it will be shown to you
6.
d u ri n g you r testimony, at you r request. If you desire a copy of the formal order, please make your request in writing.
C . Subm issions and Settlements

Rule 5(c) of the Commission's Rules o n Informal and Other Procedures, 1 7 CFR 202.5(c), states:
Persons who become involved in . . . investigations may, on their own initiative, submit a written
statement to the Commission setting forth their interests and position in regard to the subject matter
of the investigation. U pon request, the staff, in its discretion, may advise such persons of the
general nature of the investigatio n , including the indicated violations as they pertai n to them, and
the amount of time that may be available for preparing and submitting a statement prior to the
presentation of a staff recommendation to the Comm ission for the commencement of an
administrative o r injunction proceeding. Subm issions by i n terested persons should be forwarded to
the appropriate Division D i rector or Regional Director with a copy to the staff members conducting
the investigation and should be clearly referenced to the specific investigation to which they relate.
In the event a recommendation for the commencement of an enforcement p roceeding is presented
by the staff, any submissions by interested persons will be forwa rded to the Commission i n
conjunction with t h e staff memorandum.
The staff of the Commission routinely seeks to introduce submissions made pursuant to Rule 5(c) as evidence in
Commission enforcement proceed i ngs, when the staff deems appropriate.
Rule 5(f) o f the Commission's Rules on Informal and Other Procedures, 17 CFR 202.5(f), states:
I n the course of the C o m m ission's i nvestigations, civil lawsuits, and administrative proceedings, the
staff, with appropriate authorization, may discuss with persons involved the disposition of such
matters by consent, by settlement, o r in some other manner. I t i s the policy of the Commission,
however, that the disposition of any such matter may not, expressly o r impliedly, extend to any
criminal charges that have been , o r may be, brought against any such person o r any
recommendation with respect thereto. Accordingly, any person involved in an enfo rcement matter
before the Commission who consents, o r agrees to consent, to any judgment or order does so
solely for the purpose of resolving the claims against him i n that investigative, civil, or
admin istrative matter and not for the purpose of resolving any criminal charges that have been , or
might be, brought against him. This policy reflects the fact that neither the Commission nor its staff
has the authority or responsibility for instituti n g , conducting, settling, or otherwise disposing of
criminal proceedings. That authority and responsibility are vested i n the Attorney General and
representatives of the D epartment of Justice.
D. Freedom of Information Act
The Freedom of Information Act, 5 U . S . C . 552 (the "FOIA") , generally provides for disclosure of information to the
public. Rule 83 of the Commission's Rules o n I nformation and Requests, 1 7 CFR 200.83, provides a procedure by
which a person can make a written request that information submitted to the Commission not be disclosed under the
FOIA. That rule states that n o determination as to the validity of such a request will be made until a request for
disclosure of the information under the FOIA is received . Accord ingly, no response to a request that information not
be disclosed under the FOIA is necessary or will be given until a request for disclosure under the FOIA is received. If
you desire an acknowledgment of receipt of your written request that information not be disclosed under the FOIA,
please provide a duplicate request, together with a stam ped , self addressed envelope.
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E. A u th o r i ty for Sol icitation of Information
Persons Directed to Supply Information Pursuant to Subpoena. The authority for requiring production of information
is set forth in the subpoena. Disclosure o f the information to the Commission is mandatory, subject to the valid

assertion of any legal right o r privilege you might have.
Persons Requested to Supply lnfonnation Voluntarily. One o r more of the following provisions authorizes the
Commission to solicit the information requested: Sections 1 9 and/or 20 of the Securities Act of 1 933; Section 21 of
the Securities Exchange Act of 1 934 ; Section 321 of the Trust I ndenture Act of 1 939; Section 42 of the I nvestment
Company Act of 1 940; Section 209 of the I nvestment Advisers Act of 1 940; and 1 7 CFR 202.5. Disclosure of the
requested information to the Commission is voluntary on your part.
F. Effect of Not Supplying Information
Persons Directed to Supply Information Pursuant to Subpoena. If you fail to comply with the subpoena, the

Commission may seek a court order requiring you to do so. If such an order is obtained and you thereafter fail to
supply the informati o n , you may be subject to civil and/or criminal sanctions for contempt of court. In addition, if the
subpoena was issued pursuant to the Securities Exchange Act of 1 934, the Investment Company Act of 1 940, and/or
the I nvestment Advisers Act of 1 940, and if you , without just cause, fai l o r refuse to atten d and testify, o r to answer
any lawful i n q uiry, o r to produce books, papers, correspondence, memoranda, and other records in compliance with
the subpoena, you may be found guilty of a misdemeanor and fined not more than $ 1 ,000 or i mprisoned for a term of
not more than one year, o r both.
Persons Requested to Supply Information Volunta rily. There are no d i rect sanctions and thus no direct effects for

failing to provide all or any part of the requested informatio n .
G. Principal Uses o f Information
The Commission's principal purpose i n soliciting the information is to gather facts i n order to determine whether any
person has violated , is violating, or is about to violate any provision of the federal securities laws o r rules for which
the Commission has enforcement authority, such as rules of securities exchanges and the rules of the Municipal
Securities Rulemaking Board. Facts developed may, however, constitute violations of other laws o r rules. Information
provided may be used in Comm ission and other agency enforcement proceedings. U nless the Commission o r its staff
explicitly agrees to the contrary in writin g , you should not assume that the Commission o r its staff acquiesces i n ,
accedes to , o r concurs o r agrees with, any positio n , condition, request. reservation of right, u n derstanding, o r any
other statement that purports, or may be deemed, to be o r to reflect a lim itation upon the Commission's receipt, use,
disposition, transfer, o r retentio n , i n accordance with applicable law, of information provided .

H. Routine Uses of Information
The Commission often makes its files available to other governmental agencies, particularly U nited States Attorneys
and state prosecutors. There is a likelihood that information s upplied by you wil l be made available to such agencies
where appropriate. Whether o r not the Commission makes its files available to other governmental agencies is, in
general , a confidential matter between the Commission and such other governmental agencies.
Set forth below is a list of the routine uses which may be made of the information furnished.
1 . To appropriate agencies, entities, and persons when (a) it is suspected or confirmed that the security or
confidential ity of information in the system of records has been compromised; (b) the SEC has determined that. as a
result of the s uspected or confirmed compromise, there is a risk of harm to economic or property interests, identity
theft or fraud , o r harm to the security or integrity of this system o r other systems o r programs (whether maintained by
the SEC or another agency or entity) that rely upon the compromised information; and (c) the disclosure made to
such agencies, entities, and persons is reasonably necessary to assist in connection with the S EC's efforts to
respond to the suspected or confirmed compromise and prevent, m i n imize, or remedy such harm.

2 . To other fede ra l , state , local, o r foreign law enforcement agencies; securities self-regulatory organizations; and
foreign financial regu latory authorities to assist i n o r coordinate regulatory or law enforcement activities with the SEC.
3 . To national securities exchanges and national securities associations that are registered with the SEC, the
M unicipal Securities Rulemaking Board; the Securities I nvestor P rotection Corporation; the Public Company
Accounting Oversight Board; the federal banking authorities, includin g , but not l i m ited to, the Board of Governors of
the Federal Reserve System, the Comptroller of the C u rrency, and the Federal Deposit Insurance Corporation; state
securities reg ulatory agencies or organizations; or regulatory authorities of a foreign government i n connection with
their regulatory or enforcement responsibilities.
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4 . By S E C personnel for purposes of investigating possible violations of, or to cond uct investigations authorized by,
the federal securities laws.
5. In any proceed i n g where the federal securities laws are in issue or in which the Commissio n , o r past o r present
m e m bers of its staff, is a party o r otherwise involved in an official capacity.
6. In connection with proceedings by the Commission pursuant to Rule 1 02(e) of its Rules of Practice, 1 7 CFR
2 0 1 . 1 02(e).
7. To a bar associati o n , state accountancy board, o r other federal , state, local, or foreign licensing or oversight
auth o rity; o r professional association o r self- regulatory authority to the extent that it performs similar functions
(including the Public Company Accounting Oversight Board) for investigations o r possible disciplinary action.
8. To a federal , state, local, tribal, foreign , o r international agency, if necessary to obtain information relevant to the
SEC's decision concerning the hiring o r retention of an employee; the issuance of a security clearance; the letting of
a contract; or the issuance of a license, grant, or other benefit.
9 . To a federal, state, local, tribal, foreig n , or international agency in response to its request for information
concerning the hiring or retention of an employee; the issuance of a security clearance; the reporting of an
investigation of a n employee; the letting of a contract; or the issuance of a license, grant, o r other benefit by the
requesting agency, to the extent that the information is relevant and necessary to the requesting agency's decision on
the matter.
1 0. To produce summary descriptive statistics and analytical studies, as a data source for management information ,
i n support of the function for which the records are collected and maintained or for related personnel management
functions o r manpower studies; may also be used to respond to general requests for statistical i nformation (without
personal identification of individuals) under the Freedom of Information Act.
1 1 . To any trustee, receiver, master, special cou nsel, or other individual or entity that is appointed by a court of
com petent jurisdiction , or as a result of an agreement between the parties in connection with litigation or
a d m i nistrative proceedings involving allegations of violations of the federal securities laws (as defined in section
3(a)(47) of the Securities Exchange Act of 1 934, 1 5 U . S . C . 78c(a)(47)) or p u rsuant to t h e Commission's Rules of
Practice, 1 7 CFR 201 . 1 00 - 900 or the Com mission's Rules of Fair F u nd and Disgorgement Plans, 1 7 CFR
201 . 1 1 00- 1 1 06 , o r otherwise, where such trustee, receiver, master, special counsel, or other individual or entity is
s pecifically designated to perform particu lar functions with respect to, o r as a result of, the pending action or
proceeding o r in connection with the administration and enforcement by the Commission of the federal securities laws
or the Commission's R u les of Practice or the Rules of F a i r F u nd and Disgorgement Plans.
1 2. To any persons during the course of any inquiry, examination, or investigation conducted by the SEC's staff, o r in
connection with civil litigation, if the staff has reason to believe that the person to whom the record is disclosed may
have further information about the matters related there i n , and those matters appeared to be relevant at the time to
t h e subject m atter of the inquiry.
1 3 . To interns, grantees, experts, contractors, a n d others who have been engaged by the Commission to assist i n
t h e performance of a service related t o this system o f records a n d w h o need access t o t h e records for t h e purpose of
assisting the Commission in the efficient administration of its programs, including by perfo rming clerical,
stenographic, o r data analysis functions, o r by reproduction of records by electronic or other means. Recipients of
these records shall be required to comply with t h e requirements of the Privacy Act of 1 974, as amended, 5 U . S . C .
552a.
1 4. In reports published by the Commission pursuant to authority granted i n the federal securities laws (as such term
is defined in section 3(a)(47) of the Secu rities Exchange Act of 1 934, 1 5 U . S . C . 78c(a)(47)), which authority shall
include, but not be limited to, section 2 1 (a) of the Securities Exchange Act of 1 934, 15 U . S . C . 78u(a)).
1 5 . T o members of advisory committees that are created by the Commission o r by Congress to render advice and
recommendations to the Commission o r to Congress, to be used solely in connection with their official designated
functions.
1 6 . To any person who is or has agreed to be s u bject to the Commission's Rules of Cond uct, 1 7 CFR 200.735- 1 to
200.735- 1 8 , and who assists in the investigation b y the Commission of possible violations of the federal securities
laws (as such term is defined in section 3(a)(47) of the Securities Exchange Act of 1 934, 15 U . S . C . 78c(a)(47)), in the
preparation o r conduct of enforcement actions brought by the Commission for such violations, or otherwise i n
connection with the Commission's enforcement o r regulatory functions under the federal securities laws.
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1 7 . To a Congressional office from the record of an individual in response to an inquiry from the Congressional office
made at the request of that individual.
1 8 . To members of Congress, the press, and the public in response to i n quiries relating to particular Registrants and
their activities, and other matters u nder the Commission's jurisdiction.
1 9 . To prepare and p u blish information relating to violations of the federal securities laws as provided i n 1 5 U . S . C .
78c(a)(47) ) , as amended.
20. To respond to subpoenas i n any litigation o r other proceeding.
2 1 . To a trustee in bankruptcy.
22. To any governmental agency, governmental o r private collection agent, consumer reporting agency o r
commercial reporting agency, governmental o r private employer of a debtor, o r any other person, for collection ,
including collection by administrative offset, federal salary offset, tax refu n d offset, or administrative wage
garnishment, of amounts owed as a result o f Commission civil or administrative proceedings.
* * * * *

Small Business Owners : The SEC always welcomes comments on how it can better assist small businesses. If you
have comments about the SEC's enforcement of the securities laws, please contact the Office of Chief Counsel in the
SEC's Division of E nforcement at 202-551 -4933 o r the SEC's Small Business Ombudsman at 202-551 -3460. I f you
would prefer to comment to someone outside of the SEC, you can contact the Small Business Regulatory
Enfo rcement Ombudsman at http://www.sba . g ov/ombudsman or toll free at 888-REG-FA I R . The Ombudsman's office
receives comments from small busi nesses and annually evaluates federal agency enforcement activities for their
responsiveness to the special needs of small business.
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[FOR DOMESTIC U.S. RECORDS]
DECLARATION OF

[Insert Name]

CERTIFYING RECORDS

OF REGULARLY CONDUCTED BUSINESS ACTIVITY

I, the undersigned, [insert name], pursuant to 28 U.S .C. § 1 746, declare that:
1.

I am employed b y (insert name of company] as [insert position] and by reason of my
position am authorized and qualified to make this declaration. [ifpossible supply
additional information as to how person is qualified to make declaration, e.g., I am
custodian ofrecords, I amfamiliar with the company 's recordkeeping practices or
ystems, etc. ]

2. I further certi fy that the documents [attached hereto or submitted herewith] and stamped
[insert bates range] are true copies of records that were:
(a) made at or near the time of the occurrence of the matters set forth therein, by, or from
information transmitted by, a person with knowledge of those matters;
(b) kept in the course of regularly conducted business activity; and
(c) made by the regularly conducted business activity as a regular practice.

I declare under penalty of perjury that the foregoing is true and correct. Executed on

[date] .

[Name]

U.S. Securities and Exchange Commission
Data Delivery Standards

The fol lowing outlines the technical requirements for producing scanned paper collections, email and electronic document/
native file collections to the Securities and Exchange Commission. The SEC uses Concordance® 2007 v9.58 and Concordance
Im age® v4.53 software to search, review and retrieve documents produced to us in e lectronic format. Any proposed production
in a format other than those identified below, the proposed use of Predictive Coding, computer-assisted review or technology
assisted review (TAR), or the use of de-duplication during the processing of documents, must be discussed with and approved
by the legal and technical staff of the Division of Enforcement (ENF) and the methodology must be disclosed in the cover
letter. We appreciate your etTorts in assisting us by preparing data in a format that will enable our staff to use the data
efficiently.
General Instructions
Delivery
I.

Concordance@

Production

I.

Images

3.

Concordance@

2. Concordance Image@

2
.... 2

Cross-Reference File

2

Data

3

4. Text

6

5. Linked Native Files
ll .

6

Audio Files

6

III. Video

7

IV. Electronic Trade and Bank Records

7

V. Electronic Phone

7

VI. Email N ative File Production

7

General I nstructions

1.

A cover letter should be included with each production.
in the loadfile.

2.

3.

4.

Th is letter MUST be imaged and provided as the first record

The fol lowing information should be included in the letter:
a. List of each piece of media (hard drive, thumb drive, DVD or CD) included in the production by the unique
number assigned to it, and readily apparent on the physical media.
b. List of custodians, identifying:
I ) The Bates range (and any gaps therein) for each custodian
2 ) Total number of records for each custodian
3) Total number of images for each custodian
4) Total number of native files for each custodian
c. List of fields in the order in which they are listed in the data file.
d . Time zone i n which emails were standardized during conversion (email collections only).
Documents created or stored electronically MUST be produced in their original electronic fonnat, not printed to paper
or PDF.
Data can b e produced o n CD, DVD or hard drive; use the media requiring the least number of deliverables .
Label all media with the following:
a. Case number
b. Production date
c.
Bates range
d. Disk number (I of X), if applicable

(Revised 0 l! 1 7/20 1 3)
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5.

Organize productions b y custodian, unless otherwise instructed. A l l documents from an individual custodian should
b e eont]ned to a single load file.

6.

All productions should be checked and produced free of computer viruses.

7.

All produced media should b e encrypted.

8.

Passwords for documents, files, compressed archives and encrypted media should b e provided separately either via
ema i l or in a separate cover letter from the data.

Delivery Formats

I.

Concordance@ Production

A l l scanned paper, email and native file collections should be convetted/processed to TIFF files, B ates numbered, and
include fu lly searchable text. Additionally, email and native file collections should include linked native files.
Bates numbering documents:
The Bates number must b e a un ique, consistently formatted identifier, i.e., an alpha prefix along with a fixed length

number for EACH custodian., i.e., ABCOOOOOO 1 . This format MUST remain consistent across all production numbers for

each custodian. The number of digits in the numeric potiion of the format should not change in subsequent productions,
nor should spaces, hyphens, or other separators be added or deleted.
The fo llowing describes the spec i fications for producing image-based productions to the SEC and the load files required
for Concordance® and Concordance Image®.
I.

Images

a.

Images should b e s ingle-page, Group IV TIFF files, scanned at

b.

File names cannot contain embedded spaces.

3 00 dpL

c.

Bates numbers should b e endorsed on the lower right comer of all images.

d.

The number o f TIFF files per folder should not exceed

e.

Rendering to images PowerPoint, AUTOCAD/ photographs and Excel files:

500

files.

I)

PowcrPoint: A l l pages o f t h e fi l e should b e scanned in fu l l slide image format, with any speaker notes

2)

AUTOCAD/ photographs : If possible, files should b e scanned to single page JPEG (.JPG) file tom1at.

following the appropriate slide image.

3)

Excel : TIFF i m ages of spreadsheets are not useful for review purposes; because the imaging process can
often generate thousands of pages per file, a placeholder image, named by the IMA GEID of the file, may be
used instead.

2.

Concordance Im age@ Cross-Reference File

The image cross-reference file is needed to link the images to the database. It is a comma-delimited fi le consisting of
seven fields per line. There must be a line in the cross-reference fi l e for every image in the database.
The fonnat is as fo llows:
!mage!D, VolumeLabcl, Jm ageFilePa!h, DocumentBreak, FolderBreak, BoxBreak, PageCount
lmage!D:

The unique designation that Concordance® and Concordance Image® use to identity an image.

Note: Th is image!D key must be a unique andfixed length number. Th is number will be used in the
. DA T file as the lm age!D field that links the database to the images. The format of this image key

m ust b e consistent across all productions. We recommend that the format be a 7 digit number to
allow for the possible increase in the size of a production.

Volum e Label:

Optional

lmageFilePath :

The fu l l path to the image file.

DocumentBreak: The letter "Y" denotes the first page of a document. I f this field is blank, then the page is not the
first page of a document.

FolderBreak:

Leave empty

BoxBreak:

Leave empty

PageCount:

Optional

( R evised
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I M GOOOOOOl,E :\001\IM GOOOOOOl.TI F,Y,,
I M G0000002, E :\001\I M G0000002.TIF,,
I M G0000003"E:\001\IMG0000003.TIF,,
I M G0000004, E :\001\IMG0000003.TI F,Y,
I M G 0000005, E:\001\IMG0000003.TI F,Y,
I MG0000006, E :\001\IMG0000003 .TIF,,

3.

Concortla11ce® Data File

The data fi le (.DAT) contains all of the fielded information that will be loaded into the Concordance!Jl) database.
a.
b.

The first l in e of the .DAT file must be a header row identifYing the field names.
The .DAT file must use the fo llowing Concordancetlf; default delimiters:
q]
ASCII character (020)
Comma
Quote
p
ASCII character (254)
Newline
®
ASCII character ( 1 74)

c.
d.
e.

Date fields should be provided in the format: mm/dd/yyyy
All attachments should sequentially follow the parent document/email.
All metadata associated with email, audio files, and native electronic document co llections must be produced (see
pages 4-5).

f.

The . DA T file for scanned paper collections must contain, at a minimum, the following fields:
1) FI RSTBATES: Beginning Bates number
2 ) LASTBA TES: Ending Bates number
3) I MAGEID:
Image Key field
4) CUSTODIAN: Individual from whom the document originated
Optical Character Recognition (file path, or text)
5) OCRTEXT:
Sample of .DAT file"(��

!:l ! �"t"!i.

re provided separately)
' "'

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

-

------,

pFIP.SI3AT ESp 'l!p.L;S IBAT ESp'l!p IHAGEI Dp pCUSTGDIAllP 'lJpGC RTLXTp
pPCO O O O O O O lp pPC O O O O O 002p'll p Hifu O O O O O O l p 'llp Sl!l.ith , Johnp'llp E : \ TEXT \ PC O O O O O O O l . TXTp
pPC0 0 0 0 0 0 0 3p pPCO O O O O 0 0 3p 'llp i¥J.iO O O O O 03p'llp Smi th, JohnplpE :
pPCO OOO 0 0 0 4p 'llp PCO O O O O 0 0 5 p'llpil:S30 0 0 0 0 0 4p'llpSrni th, Johnp pE :

pFIRSTBATESp'llpL STBAT ESp'll l;l iHi\GE I :Jp 'll pcuSTOJIF.ljp,'lJpOCRTLXTp
pPCO O O O O O O lt)'l!p-FCOOOOO 0 0 2t>'ll p iMGO O O O O O lp 'll pS!r.i t h , Joh np'llp** * IMGO O C 0 0 0 1 ·x * j,
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U.S. Securities and Exchange Commission
Data Delivery Standards
The text and metadata of Email and the attachments, and native file document collections should be extracted and
provided in a .DAT file using the field definition and formatting described below:

!':i�!5!J�L<! !!! £ w_··- --=J s��;�!�. --·---FIRSTBATES
LASTBATES

1

- ·

EDCOOOOOO I

I EDCoooooo'I___

··o;;;;;J-;ti --····· -_·

..
..
..

-

,. EDCOOOOOO I - EDCOOOOO 1 5
-

-

-

J§QfQQQQQl�Q =
.... .

-

·
·
·
·
·
··
·
·

BE.GATrAC H
ENQ_8-..J:J.:.:g
t\. !:f _ J EDCOOOOO 1 5
PARENT_ BATES ;I EDCOOOOOO l
·
·
·

·

.

. .
..

CHILD BATES

FROM

cc

.

·

J

i ;: ; i�1�g

-

--

•.

____
_

.

···

TO

....J

First Bates number of native file document/email
I
Last Bate�m}be;·c,T;ati e-file document/email'··- ··1
1
**The LASTBATES field should be populated
... f()r Si_l!g:l_�_p.a_g: �()�J!l�.nts/emaiJ.S..: ... .
Bates number of the first page of the parent
document to the B ates number of the last page of the

.a.�hment ran e
..... .... .. .. !_h.a t Ba!es number of attachment r�l,lE�
I First Bates number of parent document/Email
j * *This PARENT_BATES field should be populated
in each record representing an attachment "child"
document
First Bates number of "child" attachment(s); can be
EDC0000002; EDCOOOOO I 4
more than one Bates number listed depending on the
number of attachments
**The CHILD_BATES field should be populated in
each record representing a "j� f_('J1!': <!()cument
Email: mailbox where the email resided
Native: Individual from whom the document
miginated
l Email: Sender
I Native: Author(s) of document
* *semi-colon should be used to separate multiple
entries
Recipient(s)
Coffman, Janice; LeeW
**semi-colon should be used to separate multiple
[mailto:LeeW@MSN.com]
-

·

.

.........-.

.

···· · ·····-·· ...... .... .......

.

-

ATTACHRANGE

-

·----·····------ -.......... . --·· ·t· ·Frank
Thompson [rnailto:

-·

-"""=""'=w�

··· ..

·"v''- ' "

Carbon copy
**semi-colon should be used to separate multiple

frank_Thompson@cdt.com]

BCC

TIME SENT

LINK
MIME TYPI:::
FILE EXTEN
AUTHOR
DATE

Native: (em
Email: Time the email was sent
Native: (empty)
* *This data must be a separate field and cannot be
combined with the DATE SENT field
· riyperlink t� the email or native filedocu�� t
D:\00 I \ EDCOOOOOO l .msg
I **The linked file must be named per the
l FIRSTBATES number
... T The content type of an Email oril'aiiv' fil document
t as identified/extracted from the header
MSG
The tile type extension representing the Email or
native file document; will vary depending on the
email format
Email: (empty)
John Smith
, Nativ : Author of! j_c>(;l!Il1ent
0/20 1 0
I Email : (empty)
----'-I_Nativ .l) te th _qs>_(;ll!flent w
,_, ,a:=s..
PM

r

.. --- ·-·

__
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1 0:25 AM

10

-· l07 :00 PM

fiMIT MOD�

· ····-t�:��r �:;t�;
c

·-

·

· ····

·

(empty)
Native: Time the document was created
* *This data must be a separate field and cannot be
combined with the DATE CREATED field
E mail: (empty)
document was ast_£1() i!i ---

·'-'

'-'"'""-''·Y O'""'"' ""• -'"-'"''"c'

-'" """

-'"""

--

Native: Time the document was last modified
* *This data must be a separate field and cannot be
combined with the DATE MOD field
-·· ······--·
·
·· ··'{
- - ·· ·-· Email : (empty)
r DATJ:� ACCESSD I J OTI2/ioio
·!,-······
.
Native: Date the document
was last accessed
07:00 PM
TIME ACCESSD
Email: (empty)
Native: Time the document was last accessed
**This data must be a separate field and cannot be
, combined with the DATE ACCESSD field
PRINTED DATE
1 0/! 2/20 1 0
..
-- ---1• Email: (empty)
·-+}l__a_!i�:._,Q £ !h£_{i_CJ_ ument was last printed
FILE SIZE
Size of native file document/email in KB
J::G cOUNT
Numbe!_(Jf.r_a..al
S.l. .i�-�111!i�!!le 9o tJ_ment/email ..........
L_ ........
PATH
I J:\Shared\SmithJ\October
Email : (empty)
Native: Path where native file document was stored
I Agenda.doc
including oritr.inal file name.
I
t
i INl�Fii:EPATiT --r·p- ;;onal Folders\DeTet - - ..E;;;�ii': ·original location of email including
l Items\Board Meeting
j file name.
I
· ··-·-··-·-- ! Minut S..:!!l�£,. ..... ........... - ------' Native : (emr·,u
I
! INTMSGID
j <000805c2c7 l b$75977050$cb I Email: Unique Message I D
I N atiY:_Il_:__te_rJlj)J:il.
.L830§�lJ£iMSN>
I
MD5HASH
I d 1 3 1 dd02c5e6eec4693d9a069 j MD5 Hash value of the document.
8aff95c
2fcab587 l 2467eab4004583eb
8tb7f89
1 TEXT
J F o;;� s;;;ith, John
Extracted text of the native file document/emai l
Sent: Tuesday, October 1 2,
20 1 0 0 7 :0 5 P M
T o : Coffman, Janice
Subject: Board Meeting
Minutes
----···-

-·-········· ······--····-·

--·

·

· -c

....• . .

• ··•··•
·•• · .
.. .......

..

...... .

-

······

·

.

..

____

.

.. _..

.

< •••• ,_, •-'" " ' A• < M '> '''"""

.

...

..

Janice;
Attached is a copy of the
September Board Meeting
M inutes and the draft agenda
for October. Please let me
know if you have any
questions.
John Smith
Assistant Director
Informat
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4.

Text

Searchable text of the entire document must be provided for every record, at the document level .

a.

Extracted text must be provided for all documents that originated in electronic format. The text files should
include page breaks that correspond to the ' pagination ' of the image files. Note: Any document in which text
cannot be extracted must be OCR'd, particularly in the case of PDFs without embedded text.

b.

O C R text must b e provided tor a l l documents that originated in hard copy format. A page marker should be
p laced at the beginning, or end, of each page of text, e.g. *** IMGOOOOOO 1 * * * whenever possible. The data
surrounded by asterisks is the Concordance® ImageiD .
***

markers with OCR text:

IMGOOOOOO I

***

of investing i s ti1sc inat ing and complex, and it c a n be very fmitfu l . B u t u n l i ke the
world, where deposits are guaranteed by the federal government, stocks, bonds and other
securities can lose value. There arc no g uaran te es. 'l11at's why investing is not a spectator sport. By
tar the best way for i n vestors to protect the money they p u t into the securities markets i s to do
The world
banking

research and ask questions.

***

IMG0000002 * * *

securities i ndu stry i n t h e U nited States derive fi·om a simple and
whether large inst i tutions or private i nd i v id ual s should have
acct:ss to certain basic f tcts ab o u t an investment prior to buying it, and so l o n g as they h o l d it. To
achieve th i s the SEC requires p ubl i c companies to disclosl' meaningful fi nancial and other
in formation to the pu b l i c This provides a common pool of knowledge for all i n vestors to use
j udge for themse l ves whether to buy. sell, or hold a partic u l ar security. Only rhrough the steady
flo w of timely, comprehensive, and accurate informat i o n can peo p l e make sound investment
decisions.
T h e laws and rules that govern t h e

straightforward concept: a l l i n vestors.

,

,

.

c.

d.

5.

H.

For redacted documents, provide the ful l text tor the redacted version.
Delivery
The text can be delivered two ways:
I ) A s multi-page ASCII text files with the files named the same as the ImagelD field. Text files can be placed in
a separate folder or included with the .TIF files. The number of files per folder should be limited to 500 files.
2) Included in the . DAT file.

Linked Native Files

Copies of original email and native file documents/attachments must be included for all electronic productions.
Native file documents must be named per the FIRSTBATES number.
a.
b . The ful l path of the native file must be provided in the .DAT file for the LINK field.
c.
The number of native files per folder should not exceed 500 fi les.

Audio Files

Audio files fi·om telephone recording systems must be produced in a format that is playable using M icrosoft Windows
Media Player™. Additionally, the call infonnation (metadata) related to each audio recording MUST be provided. The
metadata file must be produced in a del i m ited text format. Field names must be included in the first row ofthe text fil e
.

·n1e metadata must include, at a minimum, the following fields:
1)
2)
3)

4)

5)
6)

7)

Caller Name:
Originating N umber:
Called Party Name:
Tenninating Number:
Date:
Time:
F ilename:

(Revised 0 If 1 7/20 ! 3)

Caller's name or account/identification number
Caller's phone number
Called party's name
Called party's phone number
Date of call
Time of call
Filename of audio file
-6 -
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III.

Video Files

Video fi les must be produced in a format that is p l ayable using M icrosoft Windows Media Player™.
IV.

Electronic Trade and Ban k Records

When producing e lectroni c trade and bank records, provide the files in one of the following formats:
I

M S Excel spreadsheet with header information detailing the field structure. If any special codes exist in the dataset, a
separate document must be provided that details all such codes. If details of the field structure do not fit in the header,
a separate document must be provided that includes such details.

2.

Delimited text file with header information detailing the field structure. The preferred delimiter i s a vertical bar "j". If
any special codes exist i n the dataset, a separate document must be provided that details a l l such codes. I f details of
the field structure do not tit in the header, a separate document must b e provided that includes such detai ls.

V.

E lectronic Phone Records

When producing electronic phone records, provide the files in one of the fol lowing formats:
I.

M S Excel spreadsheet with header information detailing the tleld stmcture. I f any special codes exist in the dataset, a
separate document must be provided that details a l l such codes. I f details of the field structure do not fit in the header,
a separate document must be provided that includes such deta i l s .

Data must be tormatted in its native tonnat (i.e.

dates in a date format, numbers in an appropriate numerical format, and numbers with leading zeros as text).
2.

Delimited text f i l e with header information detailing t h e field struchrre. The preferred delimiter is a vertical bar " 1 " . I f
a n y special codes exist in the dataset, a separate document must be provided that deta i l s all such codes. I f details of
the field structure do not fit in the header, a separate document must b e provided that includes such details.

The metadata must include, at a m i n imum, the following fields in separate columns:

1)

Account Number:

Caller's telephone account number

2)

Originating Number:

Caller's phone number

3)

Terminating Number:

Called party's phone number

4)

Connection Date:

Date of call

6)

Connection Time:

Start time o f call

End Time:

End time of ca l l

7)

Elapsed Time:

Duration in minutes of the call

5)

Each field of data must be loaded into a separate column. For example, Connection Date and Connection Time must b e
produced in separate columns and n o t combined into a single column containing both pieces of i n formation. A n y fields of
data that are provided in addition to those l isted here must also be loaded into separate colunms.
VI.

E m a i l Native File Production

When approved, Outlook (. PST) and Lotus Notes (.NSF) email files may be produced in native file format.
folder should be provided for each custodian.

(Revised 0 1 / 1 7/20 1 3)
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
CHICAGO REGIONAL OFFICE
SUITE 900
175 WEST JACKSON BOULEVARD
CHICAGO, ILLINOIS 60604

(3 1 2) 353-3374
(3 1 2) 353-7398

ScoTT B. TANDY
SENIOR ATTORNEY
DJVJSJON OF ENFORCEMENT

October 1 6, 20 12
V I A ELECTRONIC MAIL

Assisted Living Concepts, Iilc .
C/o Thomas A. Arena, Esq.
Milbank, Tweed, Hadley & McCloy LLP
1 Chase Manhattan Plaza
New York, NY 1 0005- 1 4 1 3
Re:

In the Matter of Assisted Living Concepts, Inc. (C-7948)

Dear Assisted Living Concepts, Inc.:
The staff of the Securities and Exchange Commission is conducting an investigation in
t4e matter identified above. The enclosed subpoena has been issued to you as part of this
investigation. The subpoena requires you to give us documents.
Please read the subpoena and this letter carefully. This letter answers some questions you
may have about the subpoena. You should also read the enclosed SEC Form 1 662. You must
comply with the subpoena. You may be subject to a fine and/or imprisonment if you do not.
Producing Documents
What materials do I have to produce?

The subpoena requires you to give us the documents described in the attachment to the
subpoena. You must provide these documents by November 9, 20 12. The attachment to the
subpoena defines some terms (such as "document") before listing what you must provide.
_
Please note that if copies. of a document differ in any way, they are considered separate
documents and you must send each one. For example, if you have two copies of the same letter,
but only one of them has handwritten notes on it, you must send both the clean copy and the one
with notes.
If you prefer, you may send us photocopies of the originals. The Commission cannot
reimburse you for the copying costs. The copies must be identical to the originals, including
even faint marks or print . If you choose to send copies, you must keep the originals in a safe

place. The staff will accept the copies for now, but may require you to produce the originals
later.
If you do send us photocopies, please put an identifying notation on each page of each
document to indicate that it was produced by you, and number the pages of all the documents
submitted. (For example, if Jane Doe sends documents to the staff, she may number the pages
JD- 1 , JD-2, JD-3 , etc., in a blank corner of the documents.) Please make sure the notation and
number do not conceal any writing or marking on the document. If you send us originals, please
do not add any identifying notations.
Do I need to send anything else?

You should enclose a list briefly describing each item you send. The list should state
which paragraph(s) in the subpoena attachment each item responds to.
Please include a cover letter stating whether you believe you have met your obligations
under the subpoena by searching carefully and thoroughly for everything called for by the
subpoena, and sending it all to us.
What ifI do not send everything described in the attachment to the subpoena?

The subpoena requires you to send all the materials described in it. If, for any reason
including a claim of attorney-client privilege -- you do not produce something called for by the
subpoena, you should submit a list of what you are not producing. The list should describe each
item separately, noting:
-

•
•
•
•
•

•

its author(s);
its date;
its subject matter;
the name of the person who has the item now, or the last person known to have it;
the names of everyone who ever had the item or a copy of it, and the names of
everyone who was told the item 's contents; and
the reason you did not produce the item.

If you withhold anything on the basis of a claim of attorney-client privilege or attorney work
product protection, you should also identify the attorney and client involved.
Where sho uld I send the materials ?

Please send the materials to:
ENF-CPU
U.S. Securities and Exchange Commission
1 00 F St., N.E., Mailstop 5973
Washington, DC 20549-5973

2

Other Important Information
May I have a lawyer help me respond to the subpoena?

Yes. You have the right to consult with and be represented by your own lawyer in this
matter. We cannot give you legal advice.
What will the Commission do with the materials I send?

The enclosed SEC Form 1 662 includes a List of Routine Uses of information provided to
the Commission. This form has other important information for you. Please read it carefully.
Has the Commission determined that anyone has done anything wrong?

This investigation is a non-public, fact-finding inquiry. We are trying to determine
whether there have been any violations of the federal securities laws . The investigation and the
subpoena do not mean that we have concluded that you or anyone else has broken the law. Also,
the investigation does not mean that we have a negative opinion of any person, entity or security.
Important Policy Concerning Settlements

Please note that, in any matter in which enforcement action is ultimately deemed to be
warranted, the Division of Enforcement will not recommend any settlement to the Commission
unless the party wishing to settle certifies, under penalty of peijury, that all documents responsive
to Commission subpoenas and formal and informal document requests in this matter have been
produced.
I have read this letter, the subpoena, and the SEC Form 1 662, but I still have questions. . What
should ! do ?

If you have any other questions, you may call me at
represented by a lawyer, you should have your lawyer contact me.

. If you are

Sincerely,

Svtt DT

Scott B. Tandy
Senior Attorney, Division of Enforcement

Enclosures:

Subpoena
SEC Form 1 662
SEC Data Delivery Standards
Sample Business Records Certification
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SUBPOENA

UNITED STATES OF AMERICA
SECURITIES AND

EXCHANGE COMMISSION

In the Matter of Assisted Living Concepts, Inc. (C-7948)

To:

[g}

Assisted Living Concepts, Inc.
C/o Thomas A. Aren Esq.
Milbank, Tweed, Hadley & McCloy LLP
1 Chase Manhattan Plaza
New York, NY 1 0005-1 4 1 3
YOU MUST PRODUCE

everything specified in the Attachment to this subpoena to
officers of the Securities and Exchange Commission, at the place, date and time specified below:
ENF-CPU, U.S. Securities and Exchange Commission, 1 00 F St., N.E., Mailstop 5973,
Washington, DC 20549-5973
November 9, 20 1 2 at 1 0:00 a.m.
0 YOU MUST TESTIFY before officers of the Securities and Exchange Commission, at the
place, date and time specified below:

FEDERAL LAW REQUIRES YOU TO COMPLY WITH TIDS SUBPOENA.

Failure to comply may subject you to a fme and/or imprisonment.

By:

�-ttKI

Date : October 1 6, 2012

Scott B. Tandy
nforcement
Senior Attorney, Division
U.S. Securities and Exchange Commission

I am an officer of the Securities and Exchange Commission authorized to issue subpoenas in this

·

matter. The Securities and Exchange Commission has issued a formal order authorizing this
investigation under Section 20(a) of the Securities Act of 1 933 and Section 21 (a) of the Securities
Exchange Act of 1 934.

ATTACHMENT
I.

The materials called for by the subpoena are to be produced in accordance with the
following general requirements:
1.

Duplicates

Unless otherwise specified, each request for documents or other materials requires the
production of the original and all copies and drafts of the same. Documents which contain
written comments, notes, corrections, or to which additional materials have been attached or
appended, must be produced.
2.

Possession, Custody or Control

You are required to submit all items which are in your possession or custody or under
your control. Items under your control or in your custody, but not in your immediate possession,
are required to be obtained and submitted.
If any documents called for by this subpoena are not produced for any reason, submit a
list of what you are not producing. The list should describe each item separately, noting :
•
•
•
•
•

•

3.

its author(s);
its date;
its subj ect matter;
the name of the person who has the item now, or the last person known to have it;
the names of everyone who ever had the item or a copy of it, and the names of
everyone who was told the item' s contents; and
the reason you did not produce the item.
Affidavit o f Completeness and Business Records Certification

An affidavit certifying the completeness of the production and a business records
certification should be supplied when the document production is complete.

4.

Segregation of Documents

An index should be included with the production which reflects: (1) which documents are

responsive to the individual requests; and (2) the identity of the person from whose files the
responsive documents were obtained.

5.

Definitions

A.
"Assisted Living Concepts" means the entity doing business under the
name of Assisted Living Concepts, Inc. and each of its parents, successors, predecessors,
subsidiaries, related entities, partnerships, affiliates, principals, officers, directors, general or
limited partners, trustees, beneficiaries, any trusts or accounts in its name or in which it has a
beneficial interest or trading authority, associates, employees, agents, attorneys, accountants,
auditors, independent contractors, persons acting on its behalf, and any aliases, code names, or
trade or business names used by any of the foregoing.
B.
"Ventas" means the entity doing business under the name of Ventas
Realty, Limited Partnership and each of its parents, successors, predecessors, subsidiaries, related
entities, partnerships, affiliates, principals, officers, directors, general or limited partners,
trustees, beneficiaries, any trusts or accounts in its name or in which it has a beneficial interest or
trading authority, associates, employees, agents, attorneys, accountants, auditors, independent
contractors, persons acting on its behalf, and any aliases, code names, or trade or business names
used by any of the foregoing.
C.

"Commission" means the United States Securities and Exchange

Commission.
D.
"Document" or "documents" means all records and other tangible forms of
expression, whether drafts or finished versions, originals, copies or annotated copies, however
created, produced or stored (manually, mechanically, electronically, or otherwise), including, but
not limited to, books, papers, files, notes, memoranda, reports, contracts, agreements,
correspondence, account statements, ledger sheets, worksheets, summaries, invoices, bills,
records of payment, bank statements, telephone messages, telegrams, telexes, facsimiles, records
of conversations or meetings, confirmations, calendars, date books, magnetic tape, video or
sound recordings, disks, diskettes, disk packs and other electronic media, electronic mail
messages, instant mail messages, websites, web pages, microfilm, microfiche, storage devices,
the contents of Palm Pilots, Blackberrys, or similar computer devices, and any other tangible
record or computer record.
"Relate" or "relating to" means, in whole or in part, constituting
E.
containing, embodying, reflecting, identifying, stating, referring to, evidencing or in any way
being relevant.

F.
"Communications" means correspondence, notes, memoranda, electronic
mail messages, instant mail messages, websites, web pages, video or sound recordings, telephone
messages, telegrams, telexes, facsimiles, records of conversations or meetings, confirmations,
date books, calendars, magnetic tape, video or sound recordings, the contents of Palm Pilots,
Blackberrys, or similar hand held computer devices, or any other tangible record or computer
record.

2

6.

Time Period

The time period covered by this subpoena is from January 1 , 2008 through May 29, 20 1 2.
II.

DOCUMENTS TO BE PRODUCED
1.
In connection with all meetings of the Board of Directors or any committee
thereof: all notices of any such meetings, all agendas for any such meetings, all information
provided in preparation for any such meetings, all notes taken at any such meetings, and all drafts
and fmal versions of the minutes of any such meetings;
2.

All stock analyst reports regarding Assisted Living Concepts;

3.
Documents sufficient to show Assisted Living Concepts' disclosure controls and
procedures referenced in its Commission filings;
4.
Documents sufficient to show Assisted Living Concepts' internal controls over
fmancial reporting referenced in its Commission filings;
5.
Documents sufficient to show Assisted Living Concepts' procedures with respect
to the review, authorization and approval ofjournal entries;
6.
All documents discussing whether Assisted Living Concepts may or would miss,
meet, or exceed internal or external financial targets, forecasts, or expectations;
7.
All documents relating to Assisted Living Concepts ' quarterly earnings
conference calls, including, without limitation: (a) all transcripts, notes, scripts, talking points, or
other documents prepared in connection with any such calls (and all drafts of same); (b) all notes
of those present; (c) all documents provided to participants on any such calls; and (d) all internal
communications discussing any such calls;
8.
All documents relating to Assisted Living Concepts' communications with stock
analysts, including, without limitation: (a) all transcripts, notes, scripts, talking points, or other
documents prepared in connection with any such communications (and all drafts of same); (b) all
notes of those present; (c) all documents provided to any analysts; and (d) all internal
communications discussing communications with analysts;
9.
All documents relating to the review and/or certification of Assisted Living
Concepts ' filings with the Commission;
1 0.
auditors;

All documents relating to communications with Assisted Living Concepts'
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1 1.
All documents related to the evaluation and certification of Assisted Living
Concepts' disclosure contro ls and procedures referenced in its Commission filings;
All documents related to the evaluation and certification of Assisted Living
1 2.
Concepts' internal controls over financial reporting referenced in its Commission filings;
13.
All documents referencing any actual or potential failure to comply with a
restrictive or affirmative covenant contained in any lease or borrowing agreements;
14.
All documents relating to any possible irregularities, improprieties or errors
concerning Assisted Living Concepts' accounting, financial records, disclosure controls,
financial statements, or internal controls;
15.
All communications referencing any inaccuracy or potential inaccuracy in
Assisted Living Concepts ' : (a) filings with the Commission; or (b) communications with its
lessors or lenders;
1 6.

All documents relating to communications with Ventas;

1 7.

For the facilities leased from Ventas, individually and as a whole:
a.
b.
c.

d.

e.

f.
g.

h.
1.

Ventas rolling twelve-month income statements for each quarter (ALC
HC00007404-7454 is an example);
Quarterly income statements;
Documents showing Assisted Living Concepts employees and friends or
relatives of such employees added as occupants by quarter for each quarter
(ALC-HC0000740 1 -7403 is an example) at 1 00% of standard resolution;
Monthly occupancy rosters (also known as End of Month Summary
Reports), both including and excluding leases and purchases by Assisted
Living Concepts employees or friends or relatives of such employees;
Documents relating to the lease or purchase of unit(s) by each Assisted
Living Concepts employee or friend or relative of such employee,
including, but not limited to, the lease or purchase documents themselves,
correspondence regarding the lease or purchase documents and documents
evidencing any payments by the purported lessee or purchaser;
Quarterly occupancy summaries (ALC-HC00007607 is an example);
Quarterly officer certificates including attachments and other documents
provided to Ventas with such certificates (ALC-HC00007342 -7356 is an
example);
The identity of all persons who prepared the documents referenced in sub
category (g);
Quarterly calculations of lease covenant violations, prior to the addition of
leases and purchases by Assisted Living Concepts employees or friends or
relatives of such employees and the intercompany transfer of revenue and
expenses;
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J.

k.
l.

m.
n.

o.

p.

Calculations of revenue on a quarterly basis transferred by journal entry to
the property through intercompany transfer;
Calculations of expenses on a quarterly basis transferred by journal entry
from the property through reclassification;
Journal entry forms and approval forms used to transfer revenue to the
property through intercompany transfer (ALC-HC00007923 -7924 is an
example);
Journal entry forms and approval forms used to transfer expenses from the
property through reclassification (ALC-HC00007923-7924 is an example);
Quarterly coverage ratio calculations for the trailing twelve months (ALC
HC00007341 and 73 5 1 is an example but please produce in a readable
format) ;
Written procedures, internal or otherwise, for determining coverage ratios
and occupancy and the identity of the persons involved in those
calculations; and
All communications regarding the documents produced in response to sub
categories (c), (d), (f), (g) and (i) - (n) ;

18.
Income statements for each quarter for the corporate office general ledger
accounts and sub-accounts: (a) from which revenues were transferred to facilities leased from
Ventas; and (2) to which expenses were transferred from facilities leased from Ventas;
1 9.
All documents relating to the termination of Laurie A. Bebo ' s employment,
including board of directors' minutes;
20.
All documents relating to any internal investigation regarding the conduct of
Laurie Bebo or John Buono or regarding any information provided to Ventas;
21.

All court filings and transcripts in the case entitled: Ventas Realty, Limited
1 2-cv-03 1 07 (hereafter "the Ventas lease litigation");

Partnership v. ALC CVMA , LLC, et al. ,

22.
All documents relating to the settlement of the Ventas lease litigation and
the purchase of properties previously leased from Ventas and MLD Delaware Trust, including
but not limited to drafts of the Purchase Agreement described in footnote 5 of Assisted Living
Concepts' Form 1 0-Q for the period ended June 30, 20 1 2, correspondence relating to contract
negotiations, notes taken by Assisted Living Concepts employees and board members involved
with or overseeing the transaction, property appraisals and memoranda related to the accounting
for and financial reporting of the Purchase Agreement;
23 .
All mortgage notes referred to in Assisted Living Concepts ' filings with the
Commission;
24.
Credit facility agreements for all credit facilities identified in Assisted Living
Concepts' filings with the Commission;
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25.

All leases referred to i n Assisted Living Concepts ' filings with the Commission;

26.

Laurie Bebo ' s and John Buono ' s employment file;

27.

For any employee or ex-employee complaints or allegations regarding financial

information or disclosures provided to Assisted Living Concepts' lessors or lenders or contained
in Assisted Living Concepts ' filings with the Commission, regardless of the form or context of
such complaints or allegations, all documents relating to such complaints or allegations,
including, without limitation: (a) all documents provided by such employees or ex-employees to
Assisted Living Concepts; (b) all documents reviewed in connection with any internal or external
investigation or inquiry relating to such complaints or allegations; or (c) any report or other
summary regarding any investigation of such complaints or allegations;

28.

Documents sufficient to show the identity of the Assisted Living Concepts

executives and employees who were involved in drafting, reviewing and certifiying Assisted
Living Concepts ' filings with the Commission and for each such person, a description of the
portions of the filings for which the person was involved in drafting, reviewing and/or certi fying;

29.

Documents sufficient to show the procedures which were followed in drafting,

reviewing and certifying Assisted Living Concepts ' filings with the Commission;

30.

Documents sufficient to show the bonus or other incentive-based or equity-based

compensation earned by Assisted Living Concepts ' senior executives and officers and the
standards used for determining the amount of such compensation awarded;

3 1.

Documents sufficient to show any stock trades by Assisted Living Concepts'

senior executives and officers and any profits earned therefrom;

32.

Documents sufficient to show Assisted Living Concepts' document retention

policies; and

33.

Documents sufficient to show Assisted Living Concepts' internal hierarchy

including, but not limited to, organizational charts .
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Supplemental Information for Persons Req uested to Supply
Information Voluntarily or Directed to Supply Information
Pursuant to a Commission Subpoena
A. False Statements and Documents
Section 1 00 1 of Trtle 1 8 of the U nited States Code provides as follows:
Whoever, in any matter with in the jurisdiction of any department or agency of the United States

knowingly and willfully fa lsifies, conceals or covers up by any trick, scheme. or device a material
fact, or makes any fa lse, fictitious or fra udulent statements or representations. or makes or uses
any fa lse writing or document knowing the same to contain any false, fictitious or fraudulent
statement or entry, shall be fined under this title or imprisoned not more than five years. or both.
B. Testimony
If your testimony Is taken, you should be aware of the following:

1.

2.

Record. Your testimony will be transcribed by a reporter. I f you desire t o g o o ff the re cord, please indicate this to
the Commission employee taking your testimony, who will determ ine whether to grant your req uest The reporter
will not go ·off the record at your, or your counsel's, directi on.
Counsel. You have the right to be accompanied, represented and advised by counsel of your choice. Your
counsel may advise you before, during and after your testimony; question you briefly at the conclusion of your
testimony to clarify any of the answers you g ive during testimony; and make summary notes during your
testimony solely fo r your use. If you are accompanied by counsel, you may consult privately.

If you are not accompanied by counsel, please advise the Commission employee taking your testimony if, during the
testimony, you desire to be accom panied , represented and advised by counsel. Your testimony will be adjourned
once to afford you the opportunity to arrange to be so accompanied, represented or advised .
You may be represe nted by counsel who also represents other persons involved in the Commission's investigation.
This multiple representation, however, presents a potential conflict of interest if one client's interests are or may be
adverse to another's. If you are represented by counsel who also re presents other persons involved in the
investigation, the Commission will assume that you and counsel have discussed and resolved all issues concerning
possible conflicts of interest. The choice of counsel, and the responsibility for that choice. is yours.
3.

Transcript Availability. Rule 6 of the Commission's Rules Relating to Investigations, 17 CFR 203.6, states:
A person who has submitted documentary evidence or testimony in a fo rmal investigative proceed ing
shall be entitled, upon written req uest, to procure a copy of his documentary evidence or a transcript of
his testimony on payment of the appropriate fees: Provided, howe ver, That in a nonpublic formal
investigative pro ceed ing the Commission may for good cause deny such request. I n any event, any
witness, upon proper identification, shall have the right to inspect the official transcript of the witness'
own testimony.

If you wish to purchase a copy of the transcript of your testimony, the reporter will provide you with a copy of the
appropriate fo rm. Persons requested to supply information voluntarily will be allowed the rights provided by this rule.

4.

Pe!jury. Section 1 621 of Title 1 8 of the United States Code provides as follows:
Whoever . . . having taken an oath before a competent tribunal, officer, or person, in any case in which
a law of the United States authorizes an oath to be admin istered , that he will testify, dedare, depose, o r
certify truly . . . willfully a n d contrary t o such oath states or subscribes any material matter which he
does not believe to be true . . . is gu ilty of perjury and shall. except as otherwise expressly provided by
law, be fined under this title or imprisoned not more than five years or both . . . .

5.

Fifth Amendment and Voluntary Testimony. Information you give may be used against you in any federal, state,

local or fo reig n administrative, civil or criminal proceeding brought by the Commission or any other agency.
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Yo u may refuse, in accordance with the rig hts g uaranteed to you by the Fifth Amendment to the Constitution of the
United States, to give any infonnation that may tend to incriminate you.

If your testimony is not pursuant to subpoena, your appearance to testify is voluntary, you need not answer any
question, and you may leave whenever you wish. Your cooperation is, however, appreciated.
6.

Formal Order Availability. If the Commission has issued a fonn al order of investigation, it will be shown to you

during yo u r testimony, at your request If you desire a copy of the formal order, please make your request i n writing.

C. Submissions and Settlements
Rule 5(c) of the Commission's Rules on fnfonnal and Other Procedures,

17 CFR 202.5(c), states:

Persons who become involved in . . . investigations may, on their own initiative, submit a written
statement to the Commission setting forth their interests and position in regard to !he subject matter
of the investigation. Upon request, the staff, in its discretion , may advise such persons of !he
general nature of the investigation, including the indicated violations as !hey pertain to !hem, and
the amount of time that may be available fo r preparing and submitting a statement prior to !he
presentation of a staff recommendation to the Commission for the commencement of a n
administrative or injunction proceeding. Submissions by interested persons should be forwarded to
the appropriate Division Director or Regional Director with a copy to !he staff members conducting
the investigation and should be clearly referenced to the specific investig ation to which they relate.
In the event a recommendation fo r !he commencement of an enforcement proceeding is presented
by the staff, any submissions by interested persons will be forwarded to the Commission in
conjunction with the staff memorandum.
The staff of the Commission routinely seeks to introduce submissions made pursuant to Rule S(c) as evidence in
Commission enforcement proceedings, when the staff deems appropriate.
Rule

5{f) of the

Commission's Rules on lnfonnal and Other Procedures, 1 7 CFR

202.5(f), states:

In the course of the Commission's investigations, civil lawsuits, and admin istrative proceedings, the
staff, with a ppropriate authorization, may discuss with persons involved the disposition of such
matters by consent, by settlement. or in some other manner. It is the policy of the Commission,
however, that the disposition of any such matter may not. expressly or impliedly, extend to any
criminal charges that have been, or may be, brought against any such person or any
recommendation with respect thereto. Accordingly, any person involved in a n enforcement matter
before the Commission who consents, or agrees to consent, to any judgment or order does so
solely fo r the purpose of resolving the claims against him in that investigative , civil, or
admin istrative matter and not fo r the purpose of resolving any criminal charges that have been, or
might be, brought against him. This policy reflects the fa ct that neither the Commission nor its staff
has the auth ority o r responsibility for instituting, conducting, settling, or otherwise disposing of
criminal proceedings. That authority and responsibility are vested in the Attorney General and
representatives of the Department of Justice.
D. Free dom of Information Act
The Freedom of lnfonnation Act,
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U.S. C.

552 (the "FOIA"), generally provides for disclosure of information to the

public. Rule 83 of the Commission's Rules on lnfonnation and Requests, 17 CFR 200.83, provides a procedure by
which a person can make a written request that information submitted to the Commission not be disclosed under the
FOIA. That rule states that no determination as to the va lidity of such a request will be made until a request fo r
disclosure of the infonnation under the FOIA is received. Acco rdingly, no response to a request that information not

be disclosed under the FOIA is necessary or will be given until a request for disclosure under the FOIA is received . If
you desire an acknowledgment of receipt of your written request that infonnation not be disclosed under the FOIA,
please provide a duplicate request, together with a stamped, self addressed envelope.
E. Authority for Solicitation of Information
Persons Directed to Supply In formation Pursuant to Subpoena . The authority for requiring production of information
is set fo rth in the subpoena. Disclosure of the information to the Commission is mandatory, subject to the valid
assertion of any legal right or privilege you might have.
Persons Requested to Supply Information Volun tarily. One or more of the following provisions authorizes the
Commission to solicit the information req uested: Sections
the Securities Exch ange Act of

1 934; Section 321

19 and/or 20 of the Securities Act of 1 933; Section 21 of
1939; Section 42 of the Investment

of the Trust Indenture Act of

2

Company Act of 1940; Section 209 of the Investment Advisers Act of 1 940; and 1 7 CFR 202.5. Disclosure of the
requested information to the Commission is voluntary on your part.

F. Effect of Not Supplying lnfonnation
Persons Directed to Supply lnfonnation Pursuant to Subpoena. If you fa il to comply with the subpoena, the
Commission may seek a court order requiring you to do so. If such an order is obtained and you thereafter fail to
supply the information, you may be subject to civil and/or criminal sanctions for contempt of court. In addition, it the
subpoena was issued pursuant to the Securities Exchange Act of 1 934, the Investment Company Act of1 940, and/or
the I nvestment Advisers Act of 1 940, and if you, Without just cause, fail or refuse to attend and testify, or to answer
any lawful inquiry, or to produce books, papers, correspondence, memoranda, and other records in compliance with
the subpoena, you may be found guilty of a misdemeanor and fined not more than $1 ,000 or imprisoned fo r a term of
not more than one year, or both.
Persons Requested to Supply lnfonnation Voluntarily. There are no direct sanctions
and thus no direct effects for
·

failing to provide all or any part of the requested information .

G. Principal Uses of lnfonnation
The Commission's principal purpose in soliciting the information is to gather facts in order to determine whether any
person has violated, is violating, or is about to violate any provision of the federal securities laws or rules for which

the Comm ission has enforcement authority, such as rules of securities exchanges and the rules of the Municipal
Securities Ru!emaking Board. Facts developed may, however, constitute violations of other laws or rules. Information

provided may be used in Commission and other agency enforcement proceedings. U n less the Commission or its

staff explicitly agrees to the contrary in writing, you should not assume that the Commission or its staff acquiesces in,
accedes to, or concurs or agrees with, any position, condition, request, reservation of right, understanding, or any

other statement that purports, or may be deemed, to be o r to reflect a limitation upon the Commission's receipt, use,
disposition, transfer, or retention, in accordance with applicable law, of information provided.

H. R ou ti ne Uses of lnfonnation
The Commission often makes its files available to other governmental agencies, particularly United States Attorneys
and state prosecuto rs. There is a likelihood that information supplied by you will be made available to such agencies
where appropriate. Whether or not the Commission makes its files available to other governmental agencies is, in
general, a confidential matter between the Commission and such other governmental agencies.
Set fo rth below is a list of the routine uses which may be made of the information furnished.
1 . To appropriate agencies, entities, and persons when (a) it is suspected or confirmed that the security or
confidentiality of information in the system of records has been compromised; (b) the SEC has determined that. as a
result of the suspected or confirmed compromise, there is a risk of harm to economic or property interests, identity

theft or fra ud, or harm to the security or integrity of this system or other systems or programs (whether maintained by
the SEC or another agency or entity) that rely upon the compromised information; and (c) the disclosure made to
such agencies, entities, and persons is reasonably necessary to assist in connection with the SEC's efforts to

respond to the suspected or confirmed compromise and prevent, minimize, or remedy such harm.

2. To other federal, state , local, or fo re ign law enforcement agencies; securities self-re gulatory organizations; and
foreign financial regulatory authorities to assist in or coordinate regulatory or law enforcement activities with the SEC.
3. To national securities exchanges and national securities associations that are registered with the SEC, the
Municipal Securities Rulemaking Board; the Securities I nvestor Protection Corporation; the Public Company
Accounting Oversight Board; the federal banking authorities, including, but not limited to, the Board of Governors of
the Federal Reserve System, the Comptroller of the Currency, and the Federal Deposit Insurance Corporation; state
securities reg ulatory agencies or organizations; or reg ulatory authorities of a foreign government in connection with
their regulatory or enforcement responsibilities.
4. By SEC personnel for purposes of investigating possible violations of, or to conduct investigations authorized by,
the federal securities laws.
5. In any proceeding where the fe deral securities laws are in issue or in which the Commission, or past or present
members of its staff, is a party or otherwise involved in an official capacity.
6. In connection with proceedings by the Commission pursuant to Rule 1 02(e) of its Rules of Practice, 1 7 CFR
201 . 1 02(e).
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7. To a bar association, state accountancy board, or other federal, state, local, or foreign licensing or oversight

authority; or professional association or self-reg ulatory authority to the extent that it perfonns similar functions
(including the Public Company Accounting Oversight Board) fo r investigations or possible disciplinary action.

8. To a federal, state, local, tribal, foreign, or international agency, if necessary to obtain information relevant to the
SEC's decision concerning the hiring or retention of an employee; the issuance of a security clearance; the letting of
a contract; or the issuance of a license, grant, or other benefit.

9. To a federal, state, local, tribal, foreign, or international agency in response to its request for information
concerning the hiring or retention of an employee; the issuance of a security clearance; the reporting of an

investigation of an employee; the letting of a contract; or the issuance of a license, grant. or other benefit by the
requesting agency, to the extent that the information is relevant and necessary to the requesting agency's decision on
the matter.
1 0. To produce summary descriptive statistics and analytical studies, as a data source for management information,
i n support of the function for which the records are collected and maintained or fo r related perso nnel management
functions or manpower studies; may also be used to respond to general requests for statistical information (without
personal identification of individuals) under the Freedom of Information Act.
1 1 . To any trustee, receiver, master, special counsel. or other individual or entity that is appointed by a court of
competent jurisdiction, or as a result of an agreement between the parties in connection with litigation o r
administrative proceedings involving allegations of violations o f t h e federal securities laws (as defined in section
3(a){47) of the Securities Exchange Act of 1 934, 1 5 U.S.C. 78c(a)(47)) or pursuant to the Commission's Rules of
Practice, 17 CFR 201 . 1 00 - 900 or the Commission's Rules of Fair Fund and Disgorgement Plans, 17 CFR
201 .1 1 00-1 1 06, or otherwise , where such trustee, receiver, master, special counsel, or other individual or entity is
specifically designated to perform particular functions with respect to, or as a result of, the pending action or
proceeding or in connection with the administration and enforcement by the Commission of the federal securities laws
o r the Commission's Rules of Practice or the Rules of Fair Fund and Disgorgement Plans.
1 2. To any persons during the course of any inquiry, examination, or investigation conducted by the SEC's staff, or in
connection with civil litigation, if the staff has reason to believe that the person to whom the record is disclosed may
have further information about the matters related therein, and those matters appeared to be relevant at the time to

the subject matter of the inquiry.
1 3. To interns, grantees, experts, contractors, and others who have been engaged by the Commission to assist in
the performance of a service related to this system of records and who need access to the records fo r the purpose of
assisting the Commission in the efficient administration of its programs, including by performing clerical,
stenographic, or data analysis functions, or by reproduction of records by electronic or other means. Recipients of
these records shall be required to comply with the requirements of the Privacy Act of 1 974, as amended, 5 U.S.C.
552a.
1 4. In reports published by the Commission pursuant to authority granted in the federal securities laws (as such term
is defined in section 3(a)(47) of the Securities Exchange Act of 1 934, 15 U.S.C. 78c(a)(47)), which authority shall
include, but not be limited to, section 21 (a) of the Securities Exchange Act of 1 934, 1 5 U.S.C. 78u(a)).
1 5. To members of advisory committees that are created by the Commission or by Congress to render advice and
recommendations to the Commission or to Congress, to be used solely in connection with their official designated
functions.
1 6. To any person who is or has agreed to be subject to the Comm ission's Rules of Conduct, 17 CFR 200.735-1 to
200.735-18, and who assists in the investigation by the Commission of possible violations of the federal securities
laws (as such term is defined in section 3{a){47) of the Securities Exchange Act of 1 934, 15 U.S.C. 78c{a)(47)), in the
preparation or conduct of enforcement actions brought by the Commission for such violations, or otherwise in
connection with the Commission's enforcement o r reg ulatory functions under the federal securities laws.
1 7. To a Congressional office from the record of an individual in response to an inquiry from the Cong ressional office
made at the request of that individual.
1 8. To members of Congress, the press, and the public in response to inquiries relating to particular Registrants and
their activities, and other matters under the Commission's ju risdiction.
1 9. To prepare and publish information relating to violations of the federal securities laws as provided in 15 U.S. C.
78c{a)(47)), as amended.
20. To respond to subpoenas in any litigation or other proceeding.
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2 1 . To a trustee in bankruptcy.

22. To any governmental agency, governmental or private collection agent, consumer reporting agency or
commercial reporting agency, governmental or private employer of a debtor, or any other person, for collection,
including collection by administrative offset, federal salary offset, tax refund offset, or administrative wage
garnishment, of amounts owed as a result of Commission civil or administrative proceedings.
* * * * *

Small Business Owners: The SEC always welcomes comments on how it can better assist small businesses. If you
have comments about the SEC's enforcement of the securities laws, please contact the Office of Chief Counsel in the
SEC's Division of Enforcement at 202-551 -4933 or the SEC's Small Business Ombudsman at 202-551 -3460. If you
wo uld prefer to comment to someone outside of the SEC, you can contact the Small Business Regulatory
Enforcement Ombudsman at http://www.sba.gov/ombudsman or toll free at 888-REG-FAIR. The Ombudsman's
office receives comments from small businesses and annually evaluates federal agency enforcement activities for
their responsiveness to the special needs of small business.
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U.S. Securities and Exchange Commission
Data Deliverv: Standards

The following outlines the technical requiremepts for producing scanned paper collections, email and electronic document/
native file collections to the Securities and Exchange Commission. The SEC uses Concordance® 2007 v9.58 and Concordance
Image® v4.53 software to search, review and retrieve documents produced to us in electronic format. Any proposed production
in a format other than those identified below must be discussed with and approved by the legal and technical staff of the
DiVision of Enforcement. We appreciate your efforts in assisting us by preparing data in a format that will enable our staff to
use the data efficiently.
·
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VI. Adobe PDF File Production . . ...
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Th is feller MUST be imaged and provided as the first record

The following information should be included in the letter:
a. List of each piece of media (hard drive, thumb drive, DVD or CD) included in the production by the unique
number assigned to it, and readily apparent on the physical media.
b. List of custodians, identifYing:
I) The Bates range (and any gaps therein) for each custodian
2) Total number of records for each custodian
3) Total number of images for each custodian
4) Total number of native files for each custodian
c. List of fields in the order in which they are listed in the data file.
d. Time zone in which emails were standardized during conversion (email collections only).
Documents created or stored electronically MUST be produced in their original electronic format, not printed to paper
or PDF.
Data can be produced on CD, DVD or hard drive; use the media requiring the least number ofdeliverables.
Label all media with the following:
a. Case number
b. Production date
c. Bates range
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5.

6.
7.

8.

d. Disk number ( 1 of X), if applicable
Organize productions by custodian, unless otherwise instructed. All documents from an individual custodian should
be confined to a single load file."
All productions should be checked and produced free of computer viruses.
All produced media should be encrypted.
Passwords for documents, files, compressed archives and encrypted media should be provided separately either via
email or in a separate cover letter from the data.

Delivery Formats

I.

Concordance® Production

i¹
All scanned paper, email and native file collections should be converted/processed to TIFF f les, Bates numbered, and
·
include fully searchable text. Additionally, email and native file collections should include linked native files .
Bates numbering documents :
The Bates number must be a unique, consistently formatted identifier, i.e., an alpha prefix along with a fixed length
number for EACH custodian., i.e., ABCOOOOOO L This format MUST remain consistent across all production numbers for
each custodian. The number of digits in the numeric portion of the format should not change in subsequent productions,
nor should spaces, hyphens, or other separators be added or deleted.
The following describes the specifications for producing image-based productions to the SEC and the load files required
for Concordance® and Concordance Image®.
1.

2.

Images

a.
b.
c.
d.
e.

Images should be single-page, Group IV TIFF files, scanned at 300 dpi.
File names cannot contain embedded spaces.
Bates numbers should be endorsed on the lower right comer of all images.
The number ofTIFF files per folder should not exceed 500 files.
Rendering to images PowerPoint, AUTOCAD/ photographs and Excel files:
1) PowerPoint: All pages of the file should be scanned in full slide image format, with any speaker notes
following the appropriate slide image.
2) AUTOCAD/ photographs: I f possible, files should be scanned to single page JPEG (.JPG) file format.
3) Excel: TIFF images of spreadsheets are not useful for review purposes; because the imaging process can
often generate thousands of pages per file, a placeholder image, named by the IMA GEID of the file, may be
used instead.

Concordance Image® Cross-Reference File

The image cross-reference file is needed to link the images to the database. It is a comma-delimited file consisting of
seven fields per line. There must be a line in the cross-reference file for every image in the database.
The format is as follows:

Jmage/D, VolumeLabe/, JmageFilePath,DocumentBreak, FolderBreak,BoxBreak, PageCount
Jmage/D:

The unique designation that Concordance® and Concordance Image® use to identifY an image.
Note: This imageJD key must be a unique andfixed length number. This number will be used in the

.DA Tfile as the JmagelDfield that links the database to the images. The format of this image key

must be consistent across all productions. We recommend that the format be a 7 digit number to

allowfor the possible increase in the size ofa production.
VolumeLabel:

Optional
The full path to the image file.
DocumentBreak: The letter "Y" denotes the frrst page of a document. If this field is blank, then the page is not the
first page of a document.
FolderBreak:
Leave empty
BoxBreak:
Leave empty
PageCount:
Optional
lmageFilePath:

Sample

(Revised 12/05/20 1 1)
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IMG0000001, ,E:\001\IM G0000001.TIF,Y,
IMG0000002, ,E:\001\IMG0000002.TIF,,
IMG0000003, ,E:\001\IMG0000003.TI F,,
IMG0000004, ,E:\001\IMG0000003.TIF,Y,
IMGOOOOOOS, ,E:\001\IM G0000003 .TIF,Y,
IMG0000006, ,E :\001\IMG0000003.TIF,..,
3.

Data File

The data file (.DAT) contains all of the fielded information that will be loaded into the Concordance® database.
a.

b.

c.

d.
e.

f.

The first line of the .DAT file must be a header row identifYing the field names.
The .DAT file must use the following Concordance® default delimiters:
Comma
ASCII character (020)
,
Quote
p
ASCII character (254)
Newline
®
ASCII character (174)
Date fields should be provided in the format: mrnldd/yyyy
All attachments should sequentially follow the parent document/emaiL
All rrietadata associated with email, audio files, and native electronic document collections must be produced (see
pages 4-5).
The .DAT file for scanned paper collections must contain, at a minimum, the following fields:
I) FIRSTBATES: Beginning Bates number
2) LASTBATES : Ending Bates number
3) IMAGEID:
Image Key field
4) CUSTODIAN: Individual from whom the document originated
5) OCRTEXT:
Optical Character Recognition text
Sample
pFIRSTBATESppLASTBATESppiMAGEIDppCUSTODIANp
pPCOOOOOOO l ppPC00000002ppiMGOOOOOO I ppSmith, Johnp
pPC00000003ppPC00000003ppiMG0000003ppSmith, Johnp
pPC00000004ppPC00000005ppiMG0000004ppSmith, Johnp
Sample of .DAT file:
pFIRSTBATESppLA STB ATESppiMAGEIDppCUSTODIANppOCRTEXTp
pPCOOOOOOO 1 ppPC00000002ppiMGOOOOOO lppSmith, Johnpp*** IMGOOOOOO I ** *®®The world of investing is
fascinating and complex, and it can be very fruitful. But unlike the banking world, where deposits are guaranteed
by the federal government, stocks, bonds and other securities can lose value. There are no guarantees. That's why
investing is not a spectator sport. By far the best way for investors to protect the money they put into the securities
markets is to do research and ask questions.®® *** IMG0000002 ***®®The laws and rules that govern the
securities industry in the United States derive from a simple and straightforward concept: all investors, whether
large institutions or private individuals, should have access to certain basic facts about an investment prior to
buying it, and so long as they hold it. To achieve this, the SEC requires public companies to disclose meaningful
financial and other information to the public. This provides a common pool of knowledge for all investors to use
to j udge for themselves whether to buy, sell, or hold a particular security. Only through the steady flow oftimely,
comprehensive, and accurate information can people make sound investment decisions.p
pPC00000003 ppPC00000003ppiMG0000003ppSrnith, Johnpp*** IMG0000003 ** *®®The result of this
information flow is a far more active, efficient, and transparent capital market that facilitates the capital formation
so important to our nation's economy.p
pPC00000004ppPC00000005pp lMG0000004ppSmith, Johnpp *** IMG0000004 ** *®®To insure that this
objective is always being met, the SEC continually works with all. major market participants, including especially
the investors in our securities markets, to listen to their concerns and to learn from their experience.®® ***
IMG0000005 ***®®The SEC oversees the key participants in the securities world, including securities
exchanges, securities brokers and dealers, investment advisors, and mutual funds. Here the SEC is concerned
primarily with promoting the disclosure of important market-related information, maintaining fair dealing, and
protecting against fraud.p
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The text and metadata of Email and the attaclunents, and native file document collections should be extracted and provided in a
.DAT file using the field definition and formatting described below:
Field Name

Sample Data

Descr!J:ltion

FIRSTBATES
LASTBATES

EDCOOOOOOl
EDCOOOOOOl

ATTACHRANGE

EDCOOOOOOI - EDCOOOOO 15

BEGATTACH
ENDATTACH
PARENT_BATES

EDCOOOOOOl
EDC0000015
EDCOOOOOOl

CHILD_BATES

EDC0000002; EDC00000 1 4

CUSTODIAN

Smith, John

FROM

John Sniith

TO

Coffinan, Janice; LeeW
[mailto:LeeW@MSN.comJ

First Bates number of native file document/email
Last Bates number ofnative file document/email
**The LASTBATES field should be populated
for single page documents/emails.
Bates number of the frrst page of the parent
document to the Bates number of the last page of the
last attaclunent "child" document
First Bates number of attaclunent range
Last Bates number ofattaclunent ran�re
First Bates number of parent document/Email
* *This PARENT_BATES field should be populated
in each record representing an attaclunent "child"
document
First Bates number of "child" attaclunent(s); can be
more than one Bates number listed depending on the
number of attaclunents
**The CHILD BATES field should be populated in
,
each record ;-epresenting a "parent" document
I
Email: mailbox where the email resided
Native: Individual from whom the document
.
originated
'
Email: Sender
Native: Author(s) of document
* *semi-colon should be used to separate multiple
entries
Recipient(s)
**semi-colon should be used to separate multiple
entries
Carbon copy recipient(s)
**semi-colon should be used to separate multiple
entries
Blind carbon copy recipient(s)
**semi-colon should be used to separate multiple
entries
Email: Subject line of the email
Native: Title of document (if available)
Email: Date the email was sent
Native: (empty)
Email: Time the email was sent
Native: (empty)
**This data must be a separate field and cannot be
combined with the DATE SENT field
Hyperlink to the email or native file document
**The linked file must be named per the
FIRSTBATES number
The file type extension representing the Email or
native file document; will vary depending on the
email format
Email: (empty)
Native: Author of the document
Email: (empty)
Native: Date the document was created_ _ --

cc

_

Frank Thompson [mailto :
frank_Thompson@edt.com]

BCC

John Cain

SUBJECT

Board Meeting Minutes

DATE SENT

l 0/12/20 1 0

TIME SENT

07:05 PM

LINK

D:\00 1\ EDCOOOOOO l .msg

FILE_EXTEN

MSG

AUTHOR

John Smith

DATE_CREATED

lO/I 0/20 10

---
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TIME_CREATED

10:25 AM

DATE_MOD

10/12/20 1 0

TIME MOD

07:00 PM

DATE_ACCESSD

10/12/20 1 0

TIME_ACCESSD

07:00 PM

PRINTED_DATE

10/12/20 10

FILE SIZE
PGCOUNT
PATH

5,952

INTFILEPATH
INTMSGID
TEXT

I

J:\Shared\SmithJ\October
Agenda.doc
Personal Folders\Deleted
Items\Board Meeting
Minutes.msg
<000805c2c7 lb$75977050$cb
8306dl MSN>
From: Smith, John
Sent: Tuesday, October 12,
20 1 0 07:05 PM
To: Coffinan, Janice
Subject: Board Meeting
Minutes

Email: {empty)
Native: Time the document was created
**This data must be a separate field and cannot be
combined with the DATE CREATED field
Email: (empty)
Native: Date the document was last modified
Email: (empty)
Native: Time the document was last modified
**This da:ta must be a separate field and cannot be
combined with the DATE MOD field
Emall: (empty)
Native: Date the document was last accessed
Email: (empty)
Native: Time the document was last accessed
**This data must be a separate field and cannot be
combined with the DATE ACCESSD field
Email: (empty)
Native: Date the document was last printed
Size of native file document/email in KB
Number of pages in native file document/email
Email: (empty)
Native: Path where native file document was stored
including original file name.
Email: original location of email including original
file name.
Native: (empty)
Email: Unique Message ID
Native: (empty)
Extracted text of the native file document/email

Janice;
Attached is a copy of the
September Board Meeting
Minutes and the draft agenda
for October. Please let me
know if you have any
questions.
John Smith
Assistant Director
Information Technology
Phone:

----

4.

Text
Searchable text of the entire document must be provided for every record, at the document level.
a.

Extracted text must be provided for all documents that originated in electronic format. The text files should
include page breaks that correspond to the 'pagination' of the image files. Note: Any document in which text
cannot be extracted must be OCR'd, particularly in the case of PDFs without embedded text.
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b.

OCR text must be provided for all docwnents that originated in hard copy format. A page marker should be
placed at the beginning, or end, of each page of text, e.g. *** IMGOOOOOOI *** whenever possible. The data
surrounded by asterisks is the Concordance® ImageiD .
Samj>le page markers with OCR text:
*** IMGOOOOOOI ***
The world of investing is fascinating and complex, and it can be very fruitful. But unlike the
banking world, where deposits are guaranteed by the federal government, stocks, bonds and other
securities can lose value. There are no guarantees. That's why investing is not a spectator sport. By
far the best way for investors to protect the money they put into the securities markets is to do
research and ask questions.
*** IMG0000002 ***
The laws and rules that govern the securities industry in the United States derive from a simple and
straightforward concept: all investors, whether large institutions or private individuals, should have
access to certain basic facts about an investment prior to buying it, and so long as they hold it. To
achieve this, the SEC requires public companies to disclose meaningful financial and other
information to the public. This provides a common pool of knowledge for all investors to use to
judge for themselves whether to buy, sell, or hold a particular security. Only through the steady
flow of timely, comprehensive, and accurate information an people make sound investment
decisions.

5.

II.

c.

For redacted documents, provide the full text for the redacted version.

d.

Delivery
The text can be delivered two ways :
1 ) As multi-page ASCII text files with the files named the same as the ImageiD field. Text files can be placed in
a separate folder or included with the .TIF files. The number of files per folder should be limited to 500 files.
2) Included in the .DAT file.

Linked Native Files

Copies of original email and native file documents/attachments must be included for all electronic productions.
a. Native file documents must be named per the FIRSTBATES number.
b. The full path of the native file must be provided in the .OAT file for the LINK field.
c. The number of native files per folder should not exceed 500 files.

Audio Files

Audio files from telephone recording systems must be produced in a format that is playable using Microsoft Windows
Media Player™. Additionally, the call information (metadata) related to each audio recording MUST be provided. The
metadata file must be produced in a del imited text format. Field names must be included in the first row of the text file.
The metadata must include, at a minimum, the following fields:
1)
2)
3)
4)
5)

6)
7)
III.

CALLER_NAME or CALLER_ID:
CALLiNG_NUMBER:
DATE:
TIME:
CALLED_PARTY:
CALLED_NUMBER:
FILENAME:

Caller's name or identification number
Caller's phone number
Date of call
Time of call
Name of the party called
Called party 's phone number
Filename of audio file

Video Files

Video files must be produced in a format that is playable using Microsoft Windows Media Player™.
IV.

Electronic Trade and Bank Records

When producing electronic trade and bank records, provide the files in one of the following formats :

(Revised 1 2/05/20 l l )
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Delimited text file with header infonnation detailing the field structure. The preferred delimiter is a vertical bar i". If

I.

any special codes exist in the dataset, a separate document must be provided that details aU such codes. Ifdetails of

the field structure do not fit in the header, a separate document must be provided that includes such details.

MS Excel spreadsheet with header information detailing th field structure. If any special codes exist in the dataset, a

2.

separate document must be provided that details all such codes. Ifdetails of the field structure do not fit in the header,

a separate document must be provided that includes such details.

V.

Electronic Phone Records

Delimited text file with header information detailing the field structure.

1.
2.
3.

Comma Separated Value file (.csv) with header information detailing the field structure.

MS Excel spreadsheet with header information detailing the field structure.

The metadata must include, at a minimum, the following fields:

1)
2)
3)
4)
5)
6)

ACCT_NUMBER:
CALLING_NUMBER:

.

VI.

Called party's phone number

DATE:

Date of call

START_TIME:

DURATION:

Start time of call
End time of call

Duration in minutes of the call

Adobe PDF File Production

When approved, Adobe PDF files may.be produced in native file format.

1.
2.

3.
4.
VII.

Caller's phone number

CALLED_NUMBER:

END_TIME:

7)

Caller's telephone account number

PDF files should b e produced i n separate folders named by the Custodian.

All PDFs must be unitized at the document level, i.e. each PDF should represent a discrete document; a single PDF
cannot contain multiple documents.
All PDF files must contain embedded text that includes all discemable words within the document, not selected text
only. This requires all layers of the PDF to be flattened

first.

If PDF files are Bates endorsed, the PDF files must be named by the Bates range.

Email Native File Production
When approved, Outlook (.PST) and Lotus Notes (.NSF) email files may be produced in native file format. A separate
folder should be provided for each custodian.
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[FOR DOMESTIC U.S. RECORDS]
DECLARATION OF [Insert Name] CERTIFYING RECORDS
OF REGULARLY CONDUCTED BUSINESS ACTIVITY

I, the imdersigned, [insert name], pursuant to 28 U.S.C.
1.

2.

§ 1 746, declare that:

I am employed by [insert name ofcompany] as · [insert position] and by reason of

my position am authorized and qualified to make this declaration. [ifpossible
supply additional information as to how person is qualified to make declaration,
e.g., I am custodian ofrecords, I amfamiliar with the company 's recordkeeping
practices or systems, etc. ]

I further certify that the documents [attached hereto or submitted herewith] and
stamped

[insert bates range] are true copies of records that were:

(a) made at or near the time of the occilrrence of the matters set forth therein, by,
or from information transmitted by, a person with knowledge of those matters;
(b) kept in the course of regularly conducted business activity; and
(c) made by the regularly conducted business activity as a regular practice.

I declare under penalty of peijury that the foregoing is true and correct. Executed on
[date].

[Name]
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& GRAY LLP

NORTH WACKER DRIVE

32nd

FLOOR

CHICAGO, ILLINOIS

60606-4302

WWW.ROPESGRAY.COM

February 4, 2014

Asheesh Goel

ash

ay.com

FOIA CONFIDENTIAL TREATMENT REQUESTED

VIA E-MAIL AND HAND DELIVERY

Scott B. Tandy, Senior Attorney
U.S. Securities and Exchange Commission
Chicago Regional Office
175 West Jackson Boulevard, Suite 900
Chicago, IL 60604
Re:

In the Matter of Assisted Living Concepts, Inc. (C-7948)

Dear Mr. Tandy:
As you know, we represent Assisted Living Concepts, LLC. Pursuant to Section 4.3 of the
SEC Enforcement Manual, consistent with ALC's desire to cooperate fully with your
investigation referenced above and pursuant to the request made by the Staff of the
Enforcement Division of the U.S. Securities and Exchange Commission, ALC agrees to waive
its attorney-client privilege with respect to certain limited communications, as follows:

1) ALC agrees to waive its attorney-client privilege with respect to
communications:
a. occurring between December 1, 2008 and May 8, 2013;
b. between ALC directors or officers ("Executives"), on the one
hand, and ALC' s legal counsel, on the other hand;
c. involving advice that ALC Executives sought from any of
those lawyers; and

Confidential Treatment Requested by Assisted Living Concepts, LLC

February 4, 2014
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d. that relate to (i) the leasing of units in CaraVita facilitiesI to
employees or others, including independent contractors,
former employees, relatives of employees and friends of
employees (collectively, "Employees"), (ii) whether
Employees could be included as occupants for purposes of
occupancy covenant calculations under the terms of the
Amended and Restated Master Lease Agreement between
and among Ventas Realty, Limited Partnership and affiliates
of ALC, dated January 1, 2008 (the "Ventas Lease"), (iii)
whether revenue associated with occupancy by Employees
could be included in coverage ratio calculations under the
Ventas Lease, or (iv) any disclosures ALC made or
contemplated making in Commission filings regarding its
compliance with the Ventas Lease covenants.

2) ALC further agrees to waive its attorney-client privilege with
respect to certain limited communications :
a. occurring between January 1, 2012 and March 14, 2013;
b. between ALC Executives, on the one hand, and ALC's legal
counsel, on the other hand;
c. involving advice that ALC Executives sought from any of
those lawyers; and
d. that relate to disclosures or contemplated disclosures
regarding: (i) an internal investigation; (ii) whether ALC had
any material weaknesses or significant deficiencies in its
internal controls; or (iii) whether ALC needed to restate its
financials.

3) ALC further agrees to waive its attorney-client privilege with
respect to certain limited communications:
a. between ALC Executives, on the one hand, and ALC s legal
counsel, on the other hand;
1

The CaraVita facilities include CaraVita Village, Greenwood Gardens, Highland Terrace, Peachtree

Estates, Tara Plantation, The Inn at Seneca, The Sanctuary, and Winterville Retirement.
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b. involving advice that ALC Executives sought from any of
those lawyers; and
c. that relate to ALC's response to a letter from the SEC's
Division of Corporation Finance to ALC, dated July 21, 2011.
We appreciate the opportunity to assist the Staff in its investigation and look forward to
continuing to work with you in a collaborative fashion.
*

*

*

*

*

Please be advised that this letter and the enclosed materials contain confidential, commercial,
financial, or personal information, the disclosure of which would cause significant harm,
economic or otherwise, to ALC and its affiliates and employees. Pursuant to Rule 83 of the
Commission's Rule on Information and Requests, 17 C.P.R. § 200.83, we hereby request on
behalf of ALC that this letter and the enclosed materials, and the contents of this letter and
the enclosed materials, be accorded confidential treatment and not be disclosed in response
to any request under the Freedom of Information Act, 5 U.S.C. § 552. In order to ensure
confidentiality of the enclosed materials, they have been clearly marked "Confidential
Treatment Requested by Assisted Living Concepts, LLC." If this letter, the enclosed
documents, or any of the contents of this letter or enclosed documents is the subject of a
Freedom of Information Act request, please inform me and I will provide further
substantiation of this request for confidential treatment. Finally, we request that these
documents, as well as any copies made thereof, be returned to us, as counsel for ALC, upon
conclusion of the Commission' s examination.
Best regards,

Asheesh Goel
cc:

FOIA Office
1 00 F Street NE, Mail Stop 2736
Washington, DC 20549

Confidential Treatment Requested by Assisted Living Concepts, LLC
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March 27, 2014

Asheesh Gael

ay.com

FOIA CONFIDENTIAL TREATMENT REQUESTED

VIA EMAIL and HAND DELIVERY

Scott B. Tandy, Senior Attorney
U.S. Securities and Exchange Commission
Chicago Regional Office
175 West Jackson Boulevard, Suite 900
Chicago, IL 60604
Re:

In the Matter o(Assisted L iving Concepts, Inc. (C-7948)

Dear Mr. Tandy:
On behalf of Assisted Living Concepts, LLC (" ALC"), I write regarding your
request for an update on ALC' s response to subpoena, email and oral requests from the
U.S. Securities and Exchange Commission ("SEC"). In furtherance of ALC' s continued
cooperation, the following is our second written update of the status of your remaining
requests.1 We welcome the opportunity to discuss this matter with you further.
I.

SEC Subpoena Requests

Below is a brief summary of the status of ALC' s responses to the Staff' s requests
for documents in connection with two subpoenas issued to ALC dated October 22, 2013
and October 30, 2013.

1

Our first written update was sent to you on February 25, 2014. See letter from Asheesh Gael to Scott

Tandy (Feb. 25, 2014).
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A.

Board Minutes and Packages (May 29, 2012 - July 11, 2013). We have
located additional materials responsive to this request and will be making a production
shortly. We continue to search for additional Board minutes and packages and if
located, they will be produced to the Staff.
Ms. Bebo' s Notebooks. As previously described, all notebooks in ALC' s
possession that have been identified as belonging to Ms. Bebo were produced to the
Staff on January 17, January 24 and February 14, 2014.
B.

C.
Email Communications from January 1, 2008 to May 7, 2012. As
previously described, we continue to work on identifying responsive email
communications for 21 custodians. On February 20, 2014, we began reviewing these
documents with the assistance of 25 contract attorneys. We will produce responsive
documents from this set on a rolling basis. Our first production of documents from this
set was made on March 21, 2014 and we anticipate that our productions from this set of
documents will be complete in early April 2014.

Emails Communications from May 7, 2012 to September 13, 2012. As
previously described, we worked with Target Litigation to collect email
communications from ALC backup tapes for 21 custodians. We anticipate that any
responsive documents in this category will be produced in May 2014, earlier than we
previously anticipated.
D.

E.

Email Communications from September 13, 2012 to July 11, 2013. As
previously described, we worked with ALC to collect email communications from
ALC' s email archive system for 21 custodians. We anticipate that any responsive
documents in this category will be produced in May 2014, earlier than we previously
anticipated.
F.
Arbitration Deposition Transcripts and Exhibits. As previously described,
we have already produced all documents responsive to this request.

G.
Hard Copy Boxes from ALC. As previously described, with the assistance
of 15 contract paralegals, we indexed over 350 hard copy boxes collected by ALC and
identified nearly 100,000 pages of documents for review. We anticipate that any
responsive documents in this category will be produced in May 2014, earlier than we
previously anticipated.

Confidential Treatment Requested by Assisted Living Concepts, LLC
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H.
Direct Collection. For a number of your subpoena requests, we will work
directly with appropriate ALC personnel, in conjunction with ALC' s Legal and IT
departments, to identify and collect responsive documents. We would welcome a
discussion with you about how we may streamline this process.
II.

Email andfor Verbal SEC Requests

Below is a brief summary of the status of ALC' s responses to your email and/ or
verbal requests for documents or information.
A.
Milbank' s Communications with ALC' s Former Board of Directors. As
previously described, Milbank provided us with over 5,400 email communications
between Milbank and ALC's former Board. We have completed our review of these
documents and have provided each director with the communications that he or she
sent or received.

Furthermore, you inquired whether the confidentiality agreements entered into
with the SEC, dated November 18, 2013 and February 25, 2014 (collectively,
"Confidentiality Agreements"), would permit production of Milbank's communications
with the former Board Members of ALC. While ALC is willing to waive its attorney
client privilege (if any) with respect to such documents, see Section IV, ALC's
production of such documents to the Staff is dependent upon the former directors
waiving any attorney-client privilege that may have existed between Milbank and the
Board or between Milbank and any former directors individually. We understand that
counsel for each of the former directors would like discuss this issue directly with you.
B.
Documents Previously Produced as Redacted by Milbank. As previously
described, on January 10, 2014, Milbank provided us with means to identify the un
redacted versions of 780 documents that Milbank produced to the Staff with redactions.
We have reviewed these documents and on February 20, 2014, we produced to the Staff
un-redacted copies of 623 documents that are responsive to the SEC's subpoenas.
During the week of February 24, 2014, we produced an additional 157 documents.

Documents Previously Withheld as Privileged by Milbank. As previously
described, on January 16, 2014, we received from Milbank 4,873 communications
previously withheld as privileged. We have reviewed these documents and on
February 20, 2014, we produced to the Staff un-redacted copies of 4,004 documents that
are responsive to the SEC's subpoenas. During the week of February 24, 2014, we
further produced an additional 35 documents. The remaining documents were
determined to be non-responsive to the SEC's subpoenas.
C.
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Grant Thornton's Documents Previously Withheld as Privileged. As
previously described, on January 6, 2014, Grant Thornton LLP (" Grant Thornton")
provided us with documents that it withheld as privileged at Milbank's direction.
Pursuant to the Privilege Waiver Letter and the Confidentiality Agreements, we have
directed Grant Thornton to produce these documents to the Staff.
D.

E.
Internal Auditor' s Report. You requested a copy of Dave Hokeness'
internal audit report presented at a Board meeting in the second quarter of 2012 and a
copy of Mr. Hokeness' revised internal audit report following the second quarter Board
meeting. Pursuant to your request, we have identified the report presented at the Board
meeting for the second quarter of 2012 as the Internal Auditor' s Report to the Audit
Committee, dated August 2, 2012, a copy of which was produced to the Staff on January
17, 2014. ALC_SEC00005816 - ALC_SEC00005828.

In our letter to you dated February 25, 2014, we noted that to ALC's knowledge,
the revised report you requested is the report presented by Mr. Hokeness to the Audit
Committee on November, 1, 2012, a copy of which was produced to the Staff on January
17, 2014. ALC_SEC00006193 - ALC_SEC00006206. In connection with the document
review described in Section I.D, we recently identified a document that Mr. Hokeness
referred to, in an email to Mary Zak Kowalczyk, as the updated version of his report to
the Audit Committee. This document will be produced to the Staff during the week of
March 24, 2014.
F.
Employee Data. You also asked ALC for the number of ALC employees
who worked at or out of the corporate headquarters and the number of ALC employees
who worked at a regional or divisional level, for the years ending 2009 - 201 1. ALC
identified relevant documents and produced them to the Staff on February 28, 2014.
ALC_SEC00056289 - ALC_SEC00056302.

William Bowen. You asked for documents relating to William Bowen's
consulting work for ALC, including the date range of his service and his address. We
have gathered check requests, W-9s, correspondence, and payment information relating
to Bowen's consulting work for ALC and we produced these documents to the Staff
February 28, 2014. ALC_SEC00056245 - ALC_SEC00056288. ALC will also produce
additional responsive documents if any become available.
G.
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H.
Employee List. On November 15, 2013, we produced to the Staff a list of
employees (the "Employee List" ). You asked for the name of the person or entity that
drafted the list and for a description of the underlying documents used to create the list.
We understand that Milbank created this list by requesting information from ALC' s
Director of Information Technology, Tim Bates. Mr. Bates, in turn, worked with various
ALC staff members to gather the information requested by Milbank.
You also asked whether an ALC employee could authenticate the chart for use
by the SEC at trial. We believe that Milbank is in the best position to authenticate its
own work product but we welcome a discussion with you about this request. For
information about the specific individual at Milbank that created this list, we suggest
you contact Daniel Perry at Milbank.
I.

Expense Analysis. On November 15, 2013, we produced to the Staff an
analysis of expense reports (" Expense Analysis Chart"). You asked for the name of the
person or entity that drafted this analysis and for a description of the underlying
documents used to create them. We understand that Milbank created this analysis. For
information about the specific individual at Milbank that created this analysis, we
suggest you contact Daniel Perry at Milbank. We produced to the Staff copies of the
underlying travel and expense records, as well as job descriptions of various ALC
positions, on February 28, 2014. ALC_SEC0006031 0 - ALC_SEC00065267.
You further asked whether ALC could provide an affidavit attesting to the
authenticity of the travel and expense records produced to the Staff. ALC will provide
an affidavit stating that these records were kept in the ordinary course of ALC' s
business activity. Given recent employee turnover at ALC, we are working to identify
an appropriate affiant.
Engagement Letters. You asked for copies of engagement letters between
Milbank and ALC, its Board of Directors or its Audit Committee. We produced these
materials to you on March 5, 2014. ALC_SEC00065382 - ALC_SEC00065395.
J.

K.
Milbank' s Representation. You asked about ALC's belief as to the scope
of Milbank's representation of ALC, its Board of Directors or its Audit Committee.
ALC, as it exists today, has no position on the scope of such representation, beyond
what Milbank has already stated.

L.
Ms. Bebo' s Laptop. You asked whether ALC has any information about
Michael Hirschfeld's statement in an OSHA filing that indicated Ms. Bebo may have
deleted information from her laptop between May 2, 2012 and May 8, 2012. We believe
that Mr. Hirschfeld is in the best position to explain the basis for his statement.
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You further asked whether ALC could find out what material, if any, had been
deleted from Ms. Bebo' s laptop between May 2 - 8, 2012. At our direction, FTI
forensically analyzed the image of Ms. Bebo' s laptop, taken on May 8, 2012, for any
evidence that files had been deleted during the relevant time period. FTI found
evidence indicating that system and/ or temporary internet files had been deleted
during the relevant time period. FTI did not, however, identify any evidence indicating
that any business files (including, but not limited to, Word, PowerPoint, Excel, PDF
files) had been deleted during the relevant time period.
M.
Shareholder and Derivative Action Deposition Transcripts and Exhibits.
You asked ALC to produce copies of all transcripts of testimony (including, but not
limited to, deposition and trial testimony) relating to the stockholder derivative action
filed in the Circuit Court, Milwaukee County, for the State of Wisconsin
captioned George Passaro v. Laurie A. Bebo, et al., 12-CV-010106 or the five stockholder
actions filed in the Eight Judicial District court of the State of Nevada and for Clark
County and consolidated under the caption In re Assisted Living Concepts, Inc.
Shareholder Litigation, Case No. A-1 2-6754054-C (consolidated with Case Nos. A-13
677683-C, A-13-677797-C, A-13-677838-C, and A-13-677902-C) (the "Nevada Actions").
According to Milbank, no deposition or trial testimony occurred in these actions.

Request Related to ALC SEC00012602. You asked for an original copy of
N.
the first email, and attachments thereto, in an email chain previously produced by ALC.
ALC_SEC00012602. As discussed in Section II. A of this letter, ALC' s production of
certain documents to the Staff is dependent upon its former directors waiving any
attorney-client privilege that may have existed between Milbank and the Board or
between Milbank and any former directors individually. Per our discussion, we
understand that you will contact the appropriate Directors' counsel to discuss this issue.
0.
Notes of Board and Audit Committee Meetings. You asked for certain
categories of handwritten notes, including handwritten notes from the Board of
Director and Audit Committee meetings prior to November 2010 and between May
2012 and May 2013. We have thus far identified four sets of such handwritten notes
from the relevant time period, all of which were previously produced to you the week
of January 13, 2014. ALC_SEC00002597 - ALC_SEC00002604; ALC_SEC00002607 
ALC_SEC00002611; ALC_SEC00005242 - ALC_SEC00005244; ALC_SEC00005251 
ALC_SEC00005254. We will produce any additional responsive handwritten notes on a
rolling basis as we identify them.
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P.

Requests Related to ALC SEC00055819 - ALC SEC0055820.
You
requested a copy of a document with the file name 11 ALC new letter. docx" that was
attached to the bottom email in the email chain found at ALC_SEC00055820. We do not
have a copy of the requested document. For your reference, ALC previously produced
another document titled 11 ALC new letter.docx." ALC00150684.
You also requested a copy of a document that was attached to the top email in
the email chain found at ALC_SEC00055819. We continue to work on this request.
Q.
Peachtree Estates Marketing Director. You asked about the identity of the
Sales and Marketing Director for Peachtree Estates from January 2009 through July
2010. We informed you on March 13, 2014 that the Marketing Director from January 23,
2009 to July 16, 2010 was William Hudson.

In addition, you asked for Mr. Hudson's last known address and his social
security number. We believe his last known address was 159 J D Dr, Chickamauga, GA,
30707.
You further asked whether ALC is going to retain counsel to represent him if the
SEC wishes to speak with Mr. Hudson. ALC is considering this request.
R.

Laurie Bebo' s Expense Reports. You asked for copies of Laurie Bebo' s
expense reports from Q4 2008 through Q1 2012. We are in the process of gathering
these documents and will provide them to you promptly.
S.
Contact Information. You asked for the home addresses of David
Hennigar, Mel Rhinelander, Alan Bell and Malen N g. This question should be directed
to respective counsel for each of these individuals.
T.

Request related to ALC 000158650 - ALC 000158651. You asked for an
un-redacted copy of ALC_000158650 - ALC_000158651. On March 26, we informed you
that the un-redacted copy could be found at ALC_SEC00044899 - ALC_SEC00044900.
Request related to ALC 000146301. You asked for an un-redacted copy of
U.
ALC_000146301 . The un-redacted copy can be found at ALC_SEC00040354.
III.

Requests from Laurie Bebo's Counsel

As you requested, below is a brief summary of all document requests by Mark
Cameli, counsel to Laurie Bebo.
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A.
Documents Produced to SEC. As previously described, from January 16 
20, 2014, we provided Mr. Cameli with copies of certain documents relating to Ms. Bebo
that had been previously produced to the Staff by Milbank in connection with the
above-referenced matter. Specifically, the documents produced to the SEC included (a)
Ms. Bebo's emails, (b) documents collected from Ms. Bebo's laptop, and (c) documents
collected from Ms. Bebo' s individual network share at ALC.
B.

Ms. Bebo's Notebooks. As previously described, on January 29, 2014 and
February 14, 2014, we provided Mr. Cameli with copies of Ms. Bebo's notebooks that
ALC produced to the Staff. In addition, we made the corresponding original notebooks
available to Mr. Cameli at a meeting on December 11, 2013 and to Ms. Bebo and Mr.
Cameli at meetings on January 27, January 31 and February 17, 2014.
C.
Notes from the Arbitration Proceeding. As previously described, Mr.
Cameli asked us for approximately 400-500 pages of notes that were used and/ or
provided in the arbitration proceeding captioned In the Matter of Arbitration Between
Laurie Bebo, Claimant, and Assisted Living Concepts, Inc., Respondent, AAA No.: 51
166 00857 12. Mr. Goel informed Mr. Cameli that we do not possess these documents.

Ventas Production. As previously described, Mr. Cameli asked us for a
copy of a production by Ventas Realty LP ("Ventas") in the case filed in the United
States District Court for the Eastern District of Wisconsin captioned Robert E. Lifson,
Individually and on Behalf of All Other Similarly Situated v. Assisted Living Concepts,
Inc. and Laurie Bebo, Case No. 2:12-cv-00884. Mr. Goel informed Mr. Cameli that we
do not possess these documents.
D.

Computer Image. As previously described, Mr. Cameli asked us for a
copy of Ms. Bebo's laptop hard drive that was preserved by ALC. Mr. Goel declined to
grant this request. As noted in Section III. A, all documents from Ms. Bebo' s laptop that
have been produced to the Staff have also been provided to Mr. Cameli.
E.

F.
Phone Records. As previously described, Mr. Cameli asked us for a copy
of Ms. Bebo's phone records. Mr. Goel declined to grant this request.
Index of Hard Copy Records. Mr. Cameli asked us for a copy of ALC' s
index of hard copy records collected in connection with the SEC investigation. ALC is
considering this request.
G.

H.
Laurie Bebo' s Board Materials. Mr. Cameli asked us for copies of Board
materials that Ms. Bebo received while still employed by ALC. ALC is gathering these
materials and will provide them to Mr. Cameli when complete.
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Disclosure Committee Minutes. Mr. Cameli asked us for copies of
disclosure committee minutes from 2009-2012. ALC is considering this request.
J.
Eric Fonstad' s Notes. Mr. Cameli asked us for copies of Mr. Fonstad's
handwritten notes. ALC is considering this request.
K.
Employee List and Expense Analysis. Mr. Cameli asked us for copies of
the Employee List and Expense Analysis Chart that ALC produced to the SEC on
November 15, 2013. ALC is considering this request.

Expense Reports. Mr. Cameli asked us for copies of Laurie Bebo' s and
John Buono' s Expense Reports. We will provide Mr. Cameli with copies of Ms. Bebo's
expense reports.
L.

IV.

Waiver of Attorney-Client Privilege

Another item you requested was a revised waiver of ALC' s attorney-client
privilege. As previously described, we provided the Privilege Waiver Letter to the Staff
on February 4, 2014, in which ALC waived its attorney-client privilege regarding certain
topics.
V.

Advice of Counsel Defense

You also asked whether the ALC' s former directors or management intend to
assert advice of counsel as a defense when asked about disclosures in ALC' s 2012 Form
10-Q and Form 10-K filings regarding: (1) the internal investigation; (2) whether ALC
had a material weakness or significant deficiency in internal controls in light of the
employee leasing arrangement; or (3) whether ALC needed to restate prior financials in
light of the employee leasing arrangement. This question should be directed to
respective counsel for ALC' s former directors or management.
VI.

Representation of Certain ALC Personnel

You asked whether Ropes & Gray LLP would represent Eric Fonstad or Mary
Zak-Kowalczyk. James W. Ducayet, from Sidley Austin LLP, has previously
represented Ms. Zak-Kowalczyk in this matter and will continue to do so. John F.
Hartmann, from Kirkland & Ellis LLP, will represent Mr. Fonstad in this matter.
You also asked whether Kathy Bucholtz is being represented, and if so, by
whom. Pravin Rao, from Perkins Coie LLP, will represent Ms. Bucholtz in this matter.
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We appreciate the opportunity to assist the Staff in its investigation and look forward
to continuing to work with you in a collaborative fashion.
*

*

*

*

*

Please be advised that this letter and the enclosed materials contain confidential,
commercial, financial, or personal information, the disclosure of which would cause
significant harm, economic or otherwise, to ALC and its affiliates and employees. Pursuant
to Rule 83 of the Commission's Rule on Information and Requests, 17 C.F.R. § 200.83, we
hereby request on behalf of ALC that this letter and the enclosed materials, and the contents
of this letter and the enclosed materials, be accorded confidential treatment and not be
disclosed in response to any request under the Freedom of Information Act, 5 U .S.C. § 552.
In order to ensure confidentiality of the enclosed materials, they have been clearly marked
"Confidential Treatment Requested by Assisted Living Concepts, LLC." If this letter, the
enclosed documents, or any of the contents of this letter or enclosed documents is the subject
of a Freedom of Information Act request, please inform me and I will provide further
substantiation of this request for confidential treatment. Finally, we request that these
documents, as well as any copies made thereof, be returned to us, as counsel for ALC, upon
conclusion of the Commission's examination.
Best regards,

Asheesh Goel
cc:

FOIA Office
100 F Street NE, Mail Stop 2736
Washington, DC 20549
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ADMINISTRATIVE PROCEEDING
File No. 3-16293

In the Matter of
RESPONDENT LAURIE BEBO'S
LAURIE BEBO, and

SUBMISSION IN RESPONSE TO THE

JOHN BUONO, CPA

DIVISION'S POSITION REGARDING
HER REQUEST FOR SUBPOENAS

Respondents.

Respondent Laurie Bebo submits the following response to the Division of Enforcement's
(the "Division's") Response to the Court's Order Regarding Subpoenas to Produce:
First, the Division does

not object to the issuance of the subpoenas. Consequently, the

subpoenas should issue forthwith. Given the delay in their issuance, the response date of
February 2, 20 1 4 may need to be modified (to February 9, 20 1 5), or alternatively Ms. Bebo's
counsel will work with the subpoenaed non-parties so that documents wi ll be produced on timely
basis but alleviating any undue burden on the non-parties to meet production deadlines.
However, the highly accelerated pace of the administrative process necessarily requires those
subject to document subpoenas to respond at a prompt but reasonable pace. 1
Second, the Division asserts that "it appears" Ms. Bebo's subpoenas are excessive in

scope and that much of the material sought is "irrelevant." (Division's Resp. to Court's Order,
1 .) The Division provides no explanation for its assertions, and they are incorrect. Although the
Division may believe that it has already requested and produced the "relevant" documents, it was

1

Ms. Bebo does not waive and continues to assert her objection to these proceed ings, including but not limited to

her constitutional objections, as set forth in more detail in her Answer and Affirmative Defenses to the Order
Instituting Proceedings, which Ms. Bebo incorporates by reference.
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the Division-Ms. Bebo's adversary-who had the opportunity to decide which documents to
request (or not). And the determination of the relevance of information as to Ms. Bebo's defense
must be left to Ms. Bebo and her counsel, not the government. Rather, the subpoenas seek
critical exculpatory information from the non-parties, and are tailored to obtain, among other
things, ( 1) evidence that wi ll support Ms. Bebo's theory of the case; (2) information to impeach
the testimony of witnesses formerly of ALC and currently or formerly of Ventas; and (3)
information related to the apparent destruction of Ms. Bebo's notes she took while she was
employed at AL C.
Third,

2

although it seems clear that the information sought by Ms. Bebo is subject to the

broad waiver of privilege set forth in Exhibit 1 to the Division's response, the Division still
asserts that "much of the material sought" is privileged. The subpoenas are prepared to focus on
information and documents subject to that privilege waiver. The information that the Division
chose not to request, allegedly on the grounds of privilege, was likely a strategic determination
during the investigation because the Division understood that the information would not support
its narrative of the case. This is the very information Ms. Bebo is seeking, and it is neither
privileged nor irrelevant.
For example, Ms. Bebo is seeking to subpoena documents from Milbank Tweed related
to an internal investigation after which ALC's Board of Directors determined that there was no
need for corrective action related to the very disclosures at issue in this case. Indeed, Milbank
2

Ms. Bebo was a meticulous note-taker during the course of her employment, typically on legal pads, but also in

her board books. Based on the notes that were produced in the course of the Division's investigation and as part of
the investigative file, there appear to be pages removed from her note pads and entire pads missing. Moreover, Ms.
Bebo believes that a substantial number of note pads were not produced, and she has the right to inquire about their
whereabouts. Although a significant number of notepads were produced by the company- and appear to be part of
the investigative file- there were virtually no notes related to the matters pertinent to the allegations in the OIP.
The missing notes include those from Ms. Bebo's key conversations with other witnesses in the case, including
personnel from Ventas and members of ALC's Board of Directors. Other witnesses will corroborate that these notes
ofkey conversations existed in the months prior to her termination and even provide certain details about the content
of those notes. Ms. Bebo has averred this spoliation as an affirmative defense in her Answer.
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Tweed summarized the results of its investigation for the company's auditors, including the
following findings:
•

•

•

(See

After an extensive investigation that "Milbank was not able to conclude that the
Company was not in compliance with the lease
Milbank communicated with Ventas regarding this issue and Ventas representatives were
unable to communicate to Milbank that they had not agreed to the arrangement
(employee rented units). Current management of Ventas could not confirm nor deny
whether the arrangement was authorized or unauthorized."
Statements of witnesses as reported in the investigation are inconsistent with statements
given to the SEC.

Ex. A to Milbank Tweed Subpoena.) In a case where the appropriate legal standard is

whether there was any reasonable basis to conclude that AL C was in compliance with its lease
with Ventas (see Virginia Bankshares v. Sandberg, 501 U.S. 1 083 ( 1 99 1 ); Fait v. Regions Fin.
Corp. ,

655 F.3d 1 05, 1 1 1 (2d Cir. 20 1 1 ); Zaluski v. United American Healthcare Corp. , 527 F.3d

564 (6th Cir. 2008), this is critical evidence to Ms. Bebo's defense.
Milbank Tweed represented Assisted Living Concepts, Inc., its Audit Committee, and its
Board of Directors (as a whole) with respect to ALC's internal investigation in 20 1 2- 1 3
regarding the lease disclosures made by ALC. Milbank Tweed did not represent the individual
Board members with respect to the internal investigation. Indeed, Milbank Tweed informed the
Division of the scope of this representation on March 4, 20 1 4, in response to a request from the
Division. A copy of that correspondence is attached hereto, as Exhibit A Further, ALC
specifically waived its attorney-client privilege with respect to communications occurring
between January 1 , 20 1 2 and March 1 4, 20 1 3 between AL C Executives (defined to include
members of the Board) and Milbank Tweed regarding the internal investigation, among other
things. (See Division's Resp. to Court's Order, Ex. 1 .)
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The D ivision asserts that i t d i d not subpoena M i l bank Tweed " i n part d ue to privi lege
i ssues" related to wai vers fro m the i n d i v i d ual Board members regard i n g the i r commun ications
-

with M i l bank Tweed relating to the i nternal i nvestigation. (See id. ,

4.)

But M i l bank Tweed

did not assert that it represented the Board mem bers in their i nd i vidual capac i ties with respect to
the i n ternal investigati o n . (See Ex h i b i t A at S EC- Interna i -E -000299 8-99. ) And ALC
spec i tical l y waived p r i v i lege with respect to its communications related to the i nternal
i nvestigation. (See D i v i sion's Resp. to Court's Order, E x . 1 . ) Whether the D i v i s ion c hose to
subpoena d oc uments, or why it did not, should have no beari ng o n whether Ms. Bebo has the
opportunity to access excul patory i nformation. There is no reason why Ms. Bebo should now be
denied an opport u n i ty to subpoena documents that would support her d e fense.

Dated this 2 1 st day o f .January, 2 0 1 5 .
REI N H A RT BOE R N E R VAN D E U REN S . C .
Counse l lor Respondent Laurie Bebo

By

E-mai l :

---

Ryan S . S t i pp i c h

I L State Bar No . :
E-ma i l :
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Dated this 2 1 s t day of J anuary, 2 0 1 5 .

R E I N HA R T B O ERN E R VAN D E U REN S . C .
Counsel for Respo ndent Laurie B ebo

By:

_f---1-f-t-�t--1----

Ry

IL State B a r N o . : 6 2 7 60 0 2

-

rst i ppich @ rei n hart l aw.com

Telep ho ne :
Facs i m i le:
E- mai l :

6

Fro m : Perry, D a n i e l ······

Sen t :

Tuesday, March 04, 20 1 4 7 : 3 0 PM

To : Tandy, Scott B .
C C : Han auer, B e nj a m i n J , Javorsk i , Jean i\L ; K erstetter, C harl e s J ; Ni c h o l s, Ly n ette: Vi n c us, Thomas E ;

Goe l , A s h e e sh

Subj ect: R E : A L C (C-7948)
A ttachments: [Un ti t i ed] . p d f

From: Tandy, Scott B . •••••••••

Sent:

Friday, February

28, 2014 2:48 PM

To: Perry, Dan iel
Cc: Hana uer, Benjamin J.; Javorski, Jean

Subject: ALC (C-7948)

M.;

Kerstetter, Charles J.; Nichols, Lynette; Vincus, Thomas E.

Dan:
I am w o n de ring whether y o u c a n a n s wer a question f o r m e .
Specifically, I a m wonderi ng whether M i l b a n k represented : ( 1 ) ALC's A u d it C o m m ittee a s a whole; ( Z ) Ale's
B o a rd o f Directors a s a w h o l e; ( 3 ) ALC, the company;

(4)

any o r a l l of the d irecto rs o n Ale's Boa rd o f Directors

i n divi d u a l ly; a nd/o r (5) any o r all o f ALC's em ployees i n d iv i d u a l l y.
And, can you l e t me k n o w the b e g i n n i n g a n d e n d d ates for e ac h of the repres entations?
I t would b e h elpful i f you could provide t h i s i n fo rm ation to m e fairly q u ickly.
T h anks, Scott

Scott Tandy
S e n i o r Attorney
US Securiti e s and E x c h an ge Com m i s si o n
C h i c ago Reg i onal O ffi c e

I 75

W J ackson B l vd , S t e . 900

C h i cago,

I L 606 1 4

=========== ===================================================

I RS C ircu l a r 230 Disclos ure: U . S . federal tax advice in the foregoing message from M i l b a n k . Twee d , Hadley & McClo y

SEC-internai-E -0002994

LLP is not intended or written to be, and cannot be used, by any person for the purpose of avoiding tax penalties that
may be imposed regarding the transactions or matters addressed. Some of that advice may have been written to

support the promotion or marketing of the transactions or matters addressed with in the meaning of IRS Circular 230, in
which case you should seek advice based on your particular circumstances from a n independent tax advisor.
==============================================================

This e--m ail message may contain legally privileged and/or confidential information. If you are not the intended recipient
(s) , or the employee or agent responsible for delivery of this message to the intended recipient(s), you are hereby
notified that any dissemination, distribution or copying of this e-mail message is strictly prohibited. If you have received
this message in error, please immediately n otify the sender and delete this e-mail message from your computer.
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March 4, 20 1 4

VIA EMAIL
Scott Tandy, Esq.
Senior Attorney
U.S. Securities & Exchange Commission
Chicago Regional Office
1 75 W. Jackson Blvd., Suite 900
Chicago, IL 6061 4
Re:

Assisted Living Concepts, Inc. (C-7948)

Dear Scott:
I write on behalf of Milbank, Tweed, Hadley & McCloy L LP (the "Firm"), in response
representation of Assisted
to your email of February 28, 200 1 4 requesting information regarding legal
Living Concepts, Inc. ("ALC" or the "Company").
Below is the information you requested regarding the Firm 's representation of the
Company, members of its Board of Directors, and others . This information is based solely on the
Firm's records and discussion with the Firm 's attorneys. The Firm has not conferred with its former

clients in responding to your request for information. Accordingly, the Commission should not rely

solely on any of the information below to make a determination about the extent and nature of the
Firm's representation of the various persons and entities discussed below. See, e.g. , Merck Eprova AG

v.

Pro Thera, Inc. , 670 F.Supp.2d 20 1 , 2 1 0 (S.D.N.Y. 2009) (citations omitted) {"The formation of an
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attorney client relationship hinges upon the client's reasonable belief that he is consulting a lawyer in
that capacity and his manifested intention to seek professional legal advice. No special formality is
required to demonstrate the establishment of the relationship."); see also 23 Williston on Contracts
§62:3 (4th ed.) (attorney client relationship may be implied by conduct of the parties). The Firm 's
specific response to your questions is set forth below:
(l) ALC's Audit Committee as a whole.
The Firm represented ALC's Audit Committee with respect to the Company' s
investigation regarding certain lease disclosures by ALC (the "Internal Investigation"). That
representation began in May 20 1 2 and concluded in November 201 3 .
(2) ALC' s Board o f Directors as a whole.
The Firm represented the ALC Board of Directors as a whole in relation to the
Company 's Internal Investigation. That representation began in July 20 1 2 (after Ms. Bebo was
removed from the Board of Directors) and concluded in November 20 1 3.
(3) ALC, the Company.
The Firm represented ALC in relation to the SEC's currently ongoing investigation
("SEC Investigation"). That representation began in June 20 1 2 and concluded in November 20 1 3 .
The Firm also represented ALC in relation to a stockholder derivative action styled

George Passaro v. Laurie A. Bebo, et a/. , 1 2 CV 0 1 0 1 06, filed in the Circuit Court, Milwaukee
County, for the State of Wisconsin (the "Passaro Action"). That representation began shortly after the
Company was named as a defendant in that action in September 20 1 2 and concluded after the action
was dismissed in June 20 1 3 .
The Firm represented ALC in relation to five stockholder actions filed in the Eighth
Judicial District Court for the State of Nevada and for Clark County and consolidated under the
caption In re Assisted Living ConcepJs, Inc. Shareholder Litigation, Case No. A-1 2-6754054-C
(consolidated with Case Nos. A·I 3

77683-C, A-1 3-677797-C, A- 1 3-677838-C, and A- 1 3

77902-C)

(the "Nevada Actions"). That representation began shortly after the Company was named as a
defendant in the first of these actions in December 20 1 2 and concluded after the actions were settled in
April 20 1 3 .
I n addition, the Firm represented the Company i n relation to a securities class action

styled Robert E. Lifton, individually and on behalfofall others similarly situated, plaintiff, against

Assisted Living Concepts, Inc. and Laurie A. Bebo, defondants, Case No. 1 2-cv-884, filed in the
United States District Court for the Eastern District of Wisconsin. That representation began shortly
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after the Company was named as a defendant in August 20 1 2 and concluded after the action was
dismissed in December 201 3 .
The Fi rm also represented ALC i n actions filed against the company b y Laurie Bebo:
•

y

On June 29, 20 1 2, Laurie Bcbo filed an action against the Compan styled Bebo
v. Assisted Living Concepts, Inc. , Case No. 201 2C V002039, in the Circuit Court,
Waukesha County, for the State of Wisconsin. The Firm ' s representation began
shortly after the action was filed and concluded after the action was dismissed in
June 201 3.

•

On June 29, 20 1 2, Laurie Bebo filed an arbitration demand against the Company
with the American Arbitration Association, Case No. 5 1 1 66 857 1 2 (the "Bebo
Arbitration"). The Firm's representation began shortly after the arbitration
demand was filed and concluded after the demand for arbitration was dismissed in
October 20 1 3 .

•

On July 26, 2 0 1 2, Laurie Bebo filed a purported Sarbanes-Oxley whistleblower
complaint under Section 806 of the Sarbanes-Oxley Act with the U.S. Department
of Labor Occupational Safety and Health Administration (''OSHA"), identified by
the file name "Assisted Living Concepts/Bebo/5-3 1 00-1 2-045" (the "Bebo SOX
Action"). The Firm ' s representation began in October 20 1 3 , when OSHA first
informed the Company that the complaint had been filed, and concluded after the
complaint was dismissed in November 20 1 3 .

•

On May 1 5 , 20 1 3 , the State of Wisconsin, Department of Work Force
Development, Equal Rights Division notified the Company that in March 20 1 3
Laurie Bebo had filed a retaliation complaint under the State of Wisconsin's Elder
Abuse/Healthcare Worker laws. The Firm's representation began shortl y after the
Company was notified of the complaint and concluded after the complaint was
dismissed in November 2013.

(4) Any or all of the directors on ALC's Board of Directors individually.
The Firm represented the individual members of the ALC Board of Directors (other
than Bebo) in relation to the Passaro Action and the Nevada Actions. That representation was
concurrent with The Firm's representation of the Company in those actions.
In addition, in connection with the Firm's representation of the Company in the Bebo
Arbitration and the Bebo SOX Action, the Firm defended certain individual members of the ALC

Board of Directors at depositions in those matters. The individual directors were witnesses appearing
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on behalf of the Company at the Company's direction/request and were no longer on the Board of
Directors at the time they appeared.
The Firm also represented the individual members of the ALC Board of Directors (other
than Bebo) in relation to the SEC Investigation. That representation began in the Spring of 2 0 1 3 , at
the time ofthe SEC's oral request for documents from the directors, and concluded in November
20 1 3.
(5) Any or aU of ALC's employees individually.
The Firm has not represented any ALC employees individual ly.
If you have any questions, please do not hesitate to contact me by phone at

lll r-r----

Daniel M. Perry
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Re i n
"' -��GRETARY
J anuary 2 1 , 10 1 5
Ryan S S t ippich

D E L I V E R E D B Y COU R I E R
B rent .J . F i e l d s , S e c retary
O ffice o f the S e c retary
Secur i t i es and Exc hange Com m i ssion
1 00 F S t reet, N . E.
Washington , D . C . 1 0 5 4 9
Re :

D e a r M r. F i e l d s :

I n the M atter o f Laurie Bebo and J ohn
B uono, C P A
A P F i l e N o . 3 - 1 6293

I enclose for ti l i n g in the above-referenced matter an o riginal and t h ree copies o f
Respondent Lauri e B e b o ' s S ub m i s s i o n i n Response to t h e D i v i s i on's Position Regar d i n g H e r
Request fo r S ub poenas , and Certi ficate of Service.
Thank you fo r your assi stance .
Yours very truly,

294 1 6622RSS:amb

Encs.

cc

T h e Honorabl e Cameron E l l i o t ( w/enc. )
Patri ck S . Co ffey, Esq. ( w/enc . )
Benj am i n J . Hanauer, E s . ( v·i/enc. )
S cott B . Tandy, Esq . ( w/enc . )
M s . Christina Zaroul i s M i l no r (w/enc.)

•

MJd i son

•
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List of Board Materials Previously Produced to Respondent Bebo
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
ADMINISTRATIVE PROCEEDINGS RULINGS
Release No. 2247 I January 23, 20 1 5
ADMINISTRATIVE PROCEEDING
File No. 3 - 1 6293
In the Matter of
LAURIE BEBO and
JOHN BUONO, CPA

ORDER ON REQUEST FOR
ISSUANCE OF SUBPOENAS

The Securities and Exchange Commission (Commission) commenced this proceeding on
December 3, 20 1 4, with an Order I nstituting Administrative and Cease-and-Desist Proceedings
(OIP) pursuant to Securities Exchange Act of 1 93 4 (Exchange Act) Sections 4C and 2 1 C and
Commission Rule of Practice 1 02(e). 1 On January 1 4, 20 1 5, I received Respondent Laurie
Bebo's (Bebo) request for issuance of subpoenas to produce documents (Request). In response
to my Order of January 1 5, 20 1 5, the Divi sion of Enforcement (Division) submitted a statement
(Division Statement) on January 20, 20 1 5, sharing some information on whether any of the
documents requested under Bebo ' s four requested subpoenas duces tecum have already been
produced to Bebo and on any applicable privilege waiver known to the Division. In particular,
the Division did not object to the Request. Div. Statement at 1. On January 2 1 , 20 1 5, Bebo
submitted a statement (Bebo Statement) in response to the Division Statement.
A party may request the issuance of subpoenas requiring the production of documentary
or other tangible evidence. 1 7 C .F.R. § 20 1.232(a). However, a respondent is not entitled to
conduct a "fishing expedition" in an effort to discover something that might assist him in his
defense, or "in the hopes that some evidence will turn up to support an otherwise unsubstantiated
theory." Scott Epstein, Exchange Act Release No. 59328, 2009 WL 2236 1 1 , at * 1 7 n.54 (Jan.
3 0, 2009) (internal quotations omitted), quoted in China-Biotics, Inc. , Exchange Act Release No.
70800, 20 1 3 WL 5883 342, at * 1 8 n. 1 3 1 (Nov. 4, 20 1 3). Thus, I may refuse to issue a subpoena,
or issue it with conditions, if compliance with the subpoena would be unreasonable, oppressive,
excessive in scope, or unduly burdensome. 1 7 C.F .R. § 20 1 .232(b). I may also require the party
requesting the subpoena to show the general relevance of the evidence sought. !d.

1 The proceeding is stayed as to Respondent John Buono, CPA (Buono), pending Commission
consideration of his offer of settlement. Laurie Bebo, Admin. Proc. Rulings Release No. 2 1 49,
20 1 4 SEC LEXIS 4865 (Dec. 1 8, 20 1 4).

The Request seeks four subpoenas: to Enlivant, f/k/a Assisted Living Concepts, LLC
(ALC), Bebo 's former employer (ALC Subpoena); to Milbank, Tweed, Hadley & McCloy LLP
(Milbank), the law firm which ALC retained to conduct an internal investigation of the facts
underlying this proceeding (Milbank Subpoena); to Ventas, Inc. (Ventas), the counterparty to the
leasing agreement at issue in this proceeding (Ventas Subpoena); and to Quarles & Brady LLP
(Quarles), ALC ' s corporate and litigation counsel (Quarles Subpoena). Request at 1 -2. The
parties agree that the privileged status of at least some of the requested documents has been
waived. Div. Statement at 2; Bebo Statement at 2. Some requested documents likely have
already been produced as part of the investigative file; Bebo does not dispute th is. Div.
Statement at 2; Bebo Statement, passim .
I have reviewed every requested category of documents, and I will issue some, either
with or without modification. Bebo may renew her request as to those categories I have stricken
or modified, provided that the categories are narrowed, and, where applicable, upon a sufficient
showing of relevance pursuant to Commission Rule of Practice 232(b), 1 7 C.F .R. § 20 1.232(b ).
Also, as suggested in the Bebo Statement, I will change the return date to February 9, 20 1 5. I
address each request individually below.
ALC Subpoena

The first six categories of requested documents pertain to materials Bebo maintained in
the course of her employment with ALC, including legal pads with handwritten notes and
binders assembled for ALC board of directors meetings (collectively, Bebo Notes). It appears
that at least some of the requested documents were collected during the Division's investigation,
and presumably are in the investigative fi le. ALC Subpoena, Ex. A at 2; Bebo Statement at 2 &
n.2. However, Bebo contends that such materials have been altered or destroyed, and has
asserted spoliation of evidence as an affirmative defense. Answer at 1 1 ; Bebo Statement at 2
n.2. The requested documents appear to be relevant, the requests are otherwise not facially
objectionable, and the ALC Subpoena will issue without modification as to these categories.
Categories seven and eight seek B ebo' s telephone records from January 2008 to May
20 1 2. There is no apparent relevance to these documents, and the request is overbroad, because
it presumably seeks a large number of telephone records irrelevant to the OIP. The ALC
Subpoena will issue with these categories stricken.
Categories nine and ten seek information regarding the salary and benefits of two ALC
employees. Although such information may warrant a protective order, the category is otherwise
narrowly tailored and not oppressive, unduly burdensome, or excessive in scope. The ALC
Subpoena will issue without modification as to these categories.
Categories eleven and twelve seek Bebo 's Outlook email and calendar files between
January 2007 and May 20 1 2. These appear to be relevant for the same reason as the Bebo Notes.
However, the OIP al leges misconduct starting in 2008, and there is no apparent relevance to
documents dating to January 2007. OIP at 3 . The ALC Subpoena will issue as to these
categories, but its scope will be l im ited to between January 2008 and May 20 1 2 .
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Category thirteen seeks the Outlook calendar of a person, presumably an ALC employee,
between January I , 2009, and March 3 I , 2009. Although the relevance of this document is
unclear, the category is narrowly tailored and not oppressive, unduly burdensome, or excessive
in scope. The ALC Subpoena will issue without modification as to this category.
Category fourteen seeks inspection and imaging of Bebo's ALC-issued laptop computer.
This appears to be relevant for the same reason as the Bebo Notes, and the laptop has apparently
been preserved. ALC Subpoena, Ex. A at 8. The ALC Subpoena will issue without modification
as to this category.
Categories fifteen, sixteen, and seventeen seek travel records, expense reports, and job
descriptions of certain ALC employees. The temporal scope of this request - apparently from
January I , 2007, to the present - is overbroad . ALC Subpoena at 2. Also, at least some of the
requested documents are contained in the investigative file, and category fifteen seeks travel
records not limited to matters relevant to the OIP. Div. Statement at 2. The ALC Subpoena will
issue with these categories stricken.
Categories eighteen, nineteen, and twenty pertain to Milbank' s internal investigation and
appear to be relevant. Although the exact scope of any privilege waiver is disputed, the ALC
Subpoena contains a provision allowing production of a privilege log in lieu of privileged
responsive materials. ALC Subpoena at 4; Div. Statement at 2; Bebo Statement at 2-3 . The
ALC Subpoena will issue without modification as to these categories.
Categories twenty-one and twenty-two pertain to statements in one of ALC's Schedule
I 4A proxy statements. Although such information may warrant a protective order, the category
is otherwise narrowly tailored and not oppressive, unduly burdensome, or excessive in scope.
The ALC Subpoena will issue without modification as to these categories.
Categories twenty-three, twenty-four, and twenty-five pertain to "350 boxes of hard-copy
documents" and "over 5,400 email communications" collected by ALC for production to the
D ivision. Although the relevance of these materials is unclear, they are not clearly part of the
investigative file, and it would seemingly be a simple matter for ALC to produce them, if they
still exist. See Div. Statement at 2. The ALC Subpoena will issue without modification as to
these categories.
Category twenty-six pertains to "board materials" provided to Bebo. These appear to be
relevant for the same reason as the Bebo Notes, and ALC is apparently willing to provide them
to Bebo. ALC Subpoena, Ex. A at 8. The ALC Subpoena will issue without modification as to
this category.
Categories twenty-seven through thirty-four pertain to certain business records of ALC.
There is no apparent relevance to these documents. The ALC Subpoena will issue with these
categories stricken.
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In summary, as to the ALC Subpoena: categories one through six, nine, ten, thirteen,
fourteen, and eighteen through twenty-six wi ll issue without modification; categories eleven and
twelve will issue with modifications; and the remaining categories will not issue.
Milbank Subpoena

The first six categories of requested documents pertain to the Bebo Notes, and the
M ilbank Subpoena will issue without modification as to these categories for the same reasons as
the first six categories ofthe ALC Subpoena.
Categories seven through eleven pertain to Milbank's internal investigation. Although
they are broader in scope than the categories requested in the ALC Subpoena, and some of the
requested documents are apparently in the investigative file, the documents are otherwise facially
unobjectionable for the same reasons as categories eighteen through twenty of the ALC
Subpoena. Div. Statement at 2. The Milbank Subpoena will issue without modification as to
these categories.
The Milbank Subpoena will therefore issue without modification.
Ventas Subpoena

The first four categories pertain to documents referencing events in 2005 through 2007.
There is no apparent relevance to these documents and they are outside the scope of the OIP.
The Ventas Subpoena will issue with these categories stricken.
Category five pertains to communications concerning Bebo, Buono, and ALC. This
request is overbroad because it is not sufficiently lim ited in subject matter. The Ventas
Subpoena will issue with this category stricken.
Categories six, seven, and eight pertain to documents concerning two former Ventas
employees. Although the relevance of these documents is unclear, the categories are narrowly
tailored and not oppressive, unduly burdensome, or excessive in scope. The Ventas Subpoena
will issue without modification as to these categories.
Category nine pertains to communications between Ventas and Milbank. This request is
overbroad because it is not sufficiently limited in subject matter. The Ventas Subpoena will
issue with this category stricken.
Categories ten through sixteen pertain to counterparties to Ventas leases other than ALC.
There is no apparent relevance to these documents, and the category is excessive in scope
because it seeks documents dating to January 2007. The Ventas Subpoena will issue with this
category stricken.
Category seventeen pertains to telephone records, apparently of calls between either Bebo
or Buono and a Ventas employee between January and March 2009. Although the relevance of
such records is unclear, the category is narrowly tailored and not oppressive, unduly
4

burdensome, or excessive in scope. The Ventas Subpoena will issue without modification as to
this category.
Category eighteen pertains to Ventas leases other than the one with ALC. There is no
apparent relevance to these documents. The Ventas Subpoena will issue with th is category
stricken.
Categories nineteen through twenty-five pertain to certain business records of Ventas.
There is no apparent relevance to these documents. The Ventas Subpoena will issue with these
categories stricken.
Category twenty-six pertains to Ventas' method for determining the purchase price for
the Ventas properties ALC leased. This is a matter alleged in the OIP, and the Division does not
contend that responsive documents are in the investigative file. OIP at 1 0; Div. Statement at 2.
The Ventas Subpoena will issue without modification as to this category.
In summary, as to the Ventas Subpoena: categories six, seven, eight, seventeen, and
twenty-six will issue without modification; and the remaining categories will be stricken.
Quarles Subpoena

The first category pertains to native fi le versions of approximately fourteen voicemails
attached to emails apparently produced as part of the investigative file. Although their relevance
is unclear, the request is narrowly tailored and it would seemingly be a simple matter for Quarles
to produce them, if they still exist. The Quarles Subpoena wil l issue without modification as to
this category.
Categories two, three, and four pertain to certain Quarles billing records. There is no
apparent relevance to these documents. The Quarles Subpoena will issue with these categories
stricken.
Categories five through nine pertain to Quarles records concerning matters alleged in the
OIP. Although the relevance of the requested documents is generall y c lear, in part because
responsive materials appear to be in the investigative file for this proceeding, the requests are
overbroad because they seek documents dating to May 20 1 3, which is outside the scope of the
OIP. OIP at 3 ; Div. Statement at 2. Accordingly, the Quarles Subpoena will issue with th is
category modified to seek responsive materials from January 1 , 2008, through May 3 1 , 20 1 2.
Category ten pertains to documents concerning an arrangement whereby a Quarles
attorney acted as ALC ' s outside general counsel. There is no apparent relevance to these
documents. The Quarles Subpoena will issue with this category stricken.
In summary, as to the Quarles Subpoena: category one will issue without modification;
categories five through nine will issue with modifications; and the remaining categories will be
stricken.
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It is, therefore, hereby ordered that the Request is GRANTED I N PART and otherwise
DENIED WITHOUT PREJUDICE, as outlined above. If Bebo submits a new request for
issuance of subpoenas, she is urged to use this Office's subpoena form, which is available here:
http://www.sec.gov/alj ; she may attach papers to the form if necessary.

Cameron Elliot
Administrative Law Judge
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
ADMINISTRATIVE PROCEEDING
File No. 3-16293

In the Matter of
LAURIE BEBO, and
JOHN BUONO, CPA,

RESPONDENT LAURIE BEBO'S
REQUEST FOR ISSUANCE OF
SUPPLEMENTAL
SUBPOENAS DUCES TECUM

Respondents.

TO:

Benj amin J. Hanauer, Esq.
United States Securities and
Exchange Commission
1 75 West Jackson Boulevard, Suite 900
Chicago, IL 60604
Pursuant to Rule 232 of the Commission's Rules of Practice, Ryan S . Stippich and

Mark A . Cameli of Reinhart Boerner Van Deuren s.c., as counsel for Respondent Laurie Bebo,
request issuance of the enclosed Supplemental S ubpoenas Duces Tecum to Assisted Living
Concepts, LLC doing business as Enlivant, Ventas, Inc. and Quarles & Brady LLP (the
uwitnesses"), requiring the production of documentary or other tangible evidence returnable at a
designated time or place.
In relation thereto, Respondent Laurie Bebo states as fol lows:
l.

The documents possessed by the Witnesses are material and relevant to the

subject matter of this proceeding.
2.

Assisted Living Concepts, LLC doing business as Enlivant is Respondent's former

employer at all times relevant to these proceedings.

3.

Ventas, Inc. is a party to the leasing agreement that is central to these

proceedings.
4.

Quarles & Brady LLP is the law firm that Assisted Living Concepts, LLC

retained for corporate and litigation matters involving Assisted Living Concepts, LLC and
relevant to this proceeding.
5.

Respondent Laurie Bebo believes that the Witnesses have custody, possession and

control of documents and testimony related to the subject matter of this action and it is necessary
that a S ubpoena issue to each Witness.
6.

Pursuant to Section 556 of the Administrative Procedures Act, as amended

(5 U.S.C. § 5 56), and Rules 1 1 1 and 232 of the Rules of Practice of the United States Securities
and Exchange Commission ( 1 7 C.F.R. §§ 20 1 . 1 1 1 , 2 0 1 .232), a subpoena may issue to a witness
to appear, to produce certain documents and to give testimony in these proceedings.
7.

The issuance of subpoenas to the Witnesses is not unreasonable, oppressive,

excessive in scope, or unduly burdensome.
8.

Copies o f the proposed S up plemental Subpoenas Duces Tecum to the Witnesses

and the requested documents are attached hereto as Exhibits A-C showing that the requests are
reasonable in scope.
9.

The January 23, 20 1 5 Order on Request for Issuance of S ubpoenas (the "Order"),

raised concerns regarding the relevance or scope of the S ubpoena Requests. The chart below
addresses those concerns.
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Entity

Request #:

ALJ
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Amended

objection to

Original

Subpoena

the original

Request
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--

---·----

B ebo's response to the objections or
revision to the original request

request

Subpoena

ALC

·

1

No apparent
relevance and
the request is
overbroad
because it
presumably
seeks a large
number of
telephone
records
irrelevant to
the OIP.

Bebo has revised this Request to limit the
time frames to three key periods. Each of
these time frames is relevant to the
allegations in the OIP and the documents
requested are necessary for Bebo to
defend against the OIP allegations.
(a) January 1 , 2009-February 28, 2009 :
ALC seeks advice of counsel regarding
ALC's rental of rooms at Ventas facilities
related to employees and others. ALC
also communicates via telephone and email with Ventas regarding the same.
(See OIP,
22-25.) Indeed, although
conveniently omitted from the allegations
of the OIP, Ms. Bebo had a specific
conversation with Joseph Solari of Ventas
on January 20, 2009 where, among other
things, she discussed ALC's rental of
rooms at Ventas facilities related to
employees and others - the arrangement
which the Division has characterized as a
"scheme" in hindsight.
(b) July l , 20 1 1 -August 3 1 , 201 1 : ALC
receives an SEC Comment letter in late
July, responds to the Comment letter with
the assistance of its external auditors and
counsel. There is conflicting testimony
with respect to whether and to what
extent ALC's outside counsel discussed
the response by telephone. Advice
received in relation to the SEC Comment
letter is directly relevant to the SEC's
claims that Bebo caused false and
misleading disclosures in ALC's periodic
filings (See OIP
4 1 -46) ; and

(c) March 1 , 2 0 1 2-May 29, 20 1 2 : the
SEC asserts that the purported "scheme"
unraveled in this time frame. These
-- - ----- ---d.g_<:;_�nts re critical to showing that the
__

29922389
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·-

-

--



ALC Board was aware of the employee
leasing and that it was not a scheme
51
created by management. (See OIP

54).
ALC

8

Ventas

2

2
--·- "-"------·---·------

1

- --,-----·---·

See above

See above
- '"-·--·-,

--

- ---·

No apparent
relevance and
outside the
scope of the
OIP as they
seek
documents
from 2005

ALC stepped into the shoes of the
previous tenant, Old C araVita. The OIP
makes numerous allegations with respect
to ALC's reporting under the lease to
Ventas, including that it included
employees, that at times they reported
occupancy over 1 00%, and that the
facility financials failed to comply with
GAAP . The implication is Ventas would
not accept this reporting, but this is
contradicted by their past practice with
the previous tenant, Old CaraVita.. Ms.
Bebo believes the evidence will establish
that Old CaraVita engaged in practices in
terms of lease reporting that (a) included
employees in the covenant calculations;
(b) included reports with over l 00%
occupancy; (c) included non-GAAP
financials; and (d) shifted expenses from
the financials of the facility to an
affiliated home health company. Ms.
Bebo believes all of this was known to
Ventas, and she should be permitted
document subpoenas to obtain this
evidence that contradicts the Division's
theory of the case. As such, these requests
are both relevant and narrowly tailored.

2007.

--

Ventas

3

Ventas

4

Ventas
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See above

See above

3

See above

See above

4

Overbroad
because it is
not
sufficiently
limited in
subj ect
matter.

------

4

Bebo has narrowed both the time frame
and the subj ect matter for this request.
The documents requested are limited to
l those that address the SEC investigation
of ALC and its purpotted use of
I employees in occupancy counts at Vcntas
i properties. These documents are critical
JJg dt:y�opi�tL�Ul_! rs_! ding of_Venta

I

-

knowledge of the allegations in the OIP ,
specifically those in
22-27.

5

9

Ventas

1
--

Ventas

-" --··

10

!
'

-·

--

No apparent
relevance as
it involves
parties to
Ventas leases
other than
ALC; and
excess1ve m
scope
because it
seeks
documents
dating to
January 2007.

This information is relevant to Bebo'sdefense because it supports her challenge
to the assertions of Ventas representatives
with respect to the company's purported
practice of not waiving covenants or
reaching other accommodations with
tenants. Bebo is entitled to obtain
evidence necessary to challenge these
assertions. The request is narrowly
tailored to seek these documents during
the time frame from when ALC began a
tenant of V entas until the last purportedly
false and misleading disclose. (See OIP

7

See above

S ee above

8

See above

See above

6

I

See above

Overbroad
because it is
not
sufficiently
limited in
subj ect
matter.

4 1 .)

Ventas

11

Ventas

12

Ventas

13

9

See above

See above

Ventas

14

10

See above

See above

Ventas

15

11

See above

See above

Ventas

16

12

See above

The OIP asserts that Ventas paid close
attention to ALC's compliance and asked
questions about ALC's operations;
however, Ms. Bebo believes the
documents requested will show that the

!

I
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that it only seeks documents regarding
Ventas' other Senior Housing
Communities during the time when ALC
was a Ventas tenant. Based on a review
of Ventas' SEC filings, this should
include only a handful of operators
(approximately 6-8).
Ventas

21

13

See above

I
1
'

w

24

14

See above

Ventas

nla

15

New request
added to the
amended

29922389

I

·---·-- ·-

Ventas

6

The requested information will further
support that Ventas was a competitor of
ALC and it had Senior Housing
Communities that were located such that
they were in direct competition with
ALC's properties. This showing supports
that Ventas used its quarterly calls to
gather non-public information from ALC
about its sales and marketing initiatives
and administration of its properties, and
that Ms. Bebo was appropriately
circumspect during those conversations
I
because it was in the best interests of
I
i
ALC . Bebo's request is limited in that it
i
only seeks documents regarding Ventas'
I
I
other Senior Housing Communities
i
during the time when ALC was a Ventas i
I
tenant.

I

-1
I

The requested information goes to
support the contention that ALC was the i
Ii
operator of only a small portion of its
Senior Housing Communities segment
and an extremely minor part of Ventas'
(and ALC's) business . Because ALC was
not a credit risk for rental payments, this
information goes to refute the
implications of the OIP that Ventas either
did not or would not have agreed to the
practice utilized by ALC to meet the
covenants. Bebo's request is narrowly
tailored to only seek documents regarding
V entas' other Senior Housing
Communities during the time when ALC
was a V entas tenant.
This is a new request that relates to
information requested in request number
26 in the original sub_rQena._I !s req1:1_��-t"- -

-· -

I seeking additional information relating to

subpoena

II

the sale of the Ventas properties and tbe
, accounting treatment of the sale, pertains
to a matter alleged in the OIP .

I

Q&B

2

1

I

I
I

--

No apparent
relevance

I

I

I

I

1
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D ated this 4th day o f February,

One of Bebo's defenses is that she relit: d
on the advice of counseL Bebo seeks tl e
billing records because they likely con am
admissible evidence with respect to
whether Q uarles & Brady advised Bebo
and/or ALC regarding the SEC Comm nt
letter in July and August 20 1 1 , covena t
compliance in connection with the Ver tas
lease, and ALC's disclosures in its SEC
filings regarding the same. The Reque t is
narrowly tailored to the appropriate tin e
frame (July 20 1 1 -May 20 1 2).

20 1 5 .
REINHART BOERNER VAN DEUREN S.C.
Counsel for Respondent Laurie Bebo

By:

Ry�r-S. Stippich
IL State Bar No . :
Mark A. Cameli
WI State Bar ID No.
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