
‭Key Legal Considerations When Leasing RCFEs in 2025‬
‭Leasing a Residential Care Facility for the Elderly (RCFE) involves unique legal challenges that‬
‭differ significantly from traditional real estate transactions. Whether you are a landlord leasing a‬
‭property to an RCFE operator or an operator negotiating lease terms, understanding the legal‬
‭landscape is critical for a successful and compliant arrangement. Here’s a comprehensive guide‬
‭to the key legal considerations when leasing RCFEs in 2025.‬

‭1. Zoning and Licensing Compliance‬

‭Why It Matters:‬

‭RCFEs are subject to stringent zoning laws and licensing requirements that determine where‬
‭and how they can operate.‬

‭Key Steps:‬

‭●‬ ‭Verify Zoning Compatibility‬‭: Confirm that the property’s‬‭zoning designation permits‬
‭RCFE use. Some areas may require special permits or conditional use approvals.‬

‭●‬ ‭Ensure Licensing Standards Are Met‬‭: The property must‬‭meet state requirements for‬
‭safety, accessibility, and care standards before an RCFE license is issued.‬

‭●‬ ‭Address Conditional Use Permits‬‭: If a conditional‬‭use permit (CUP) is required, the‬
‭landlord or operator must navigate the application process carefully, including public‬
‭hearings if applicable.‬

‭2. Lease Structuring: Modified Gross vs. Triple Net (NNN)‬

‭Why It Matters:‬

‭The lease structure dictates how costs are divided between the landlord and the RCFE‬
‭operator.‬

‭Key Points:‬



‭●‬ ‭Modified Gross Lease‬‭: The landlord covers property taxes and insurance, while the‬
‭operator handles utilities, maintenance, and operational costs.‬

‭●‬ ‭Triple Net Lease (NNN)‬‭: The operator assumes responsibility for property taxes,‬
‭insurance, and maintenance in addition to rent. NNN leases are more common for larger‬
‭RCFEs.‬

‭●‬ ‭Legal Clarity‬‭: Clearly outline responsibilities in‬‭the lease agreement to avoid disputes.‬

‭3. RCFE-Specific Tenant Improvements (TIs)‬

‭Why It Matters:‬

‭RCFEs often require significant tenant improvements (TIs) to meet regulatory standards and‬
‭operational needs.‬

‭Key Steps:‬

‭●‬ ‭Define Responsibilities‬‭: Specify whether the landlord‬‭or tenant will finance and‬
‭execute improvements such as:‬

‭○‬ ‭ADA-compliant upgrades (ramps, doorways, bathrooms).‬
‭○‬ ‭Fire safety systems (sprinklers, alarms, emergency exits).‬
‭○‬ ‭Residential-style décor to create a home-like environment.‬

‭●‬ ‭Lease Provisions‬‭: Include terms for cost-sharing,‬‭timelines, and ownership of TIs at‬
‭lease termination.‬

‭4. Regulatory Compliance Clauses‬

‭Why It Matters:‬

‭RCFEs must comply with federal, state, and local regulations. Noncompliance can lead to‬
‭penalties and operational shutdowns.‬

‭Key Clauses:‬

‭●‬ ‭Compliance Assurance‬‭: Require the tenant to maintain‬‭all necessary licenses and‬
‭comply with applicable laws.‬

‭●‬ ‭Inspection Access‬‭: Allow landlords periodic access‬‭to ensure compliance with lease‬
‭terms and legal requirements.‬

‭●‬ ‭Remedies for Noncompliance‬‭: Specify actions the landlord‬‭can take if the tenant fails‬
‭to meet regulatory obligations.‬



‭5. Occupancy Limits and Resident Care Standards‬

‭Why It Matters:‬

‭RCFE leases often include occupancy and care-related stipulations to align with licensing‬
‭requirements.‬

‭Key Points:‬

‭●‬ ‭Bed Count Restrictions‬‭: Ensure the lease explicitly‬‭states the maximum number of‬
‭residents allowed.‬

‭●‬ ‭Care Standards‬‭: Require the operator to maintain compliance‬‭with state-mandated care‬
‭levels.‬

‭●‬ ‭Subleasing Restrictions‬‭: Prohibit subleasing or using‬‭the property for non-RCFE‬
‭purposes.‬

‭6. Insurance Requirements‬

‭Why It Matters:‬

‭RCFEs face higher liability risks due to the nature of their operations.‬

‭Required Coverage:‬

‭●‬ ‭General Liability Insurance‬‭: Protects against claims‬‭related to resident injuries or‬
‭property damage.‬

‭●‬ ‭Professional Liability Insurance‬‭: Covers claims arising‬‭from the provision of care.‬
‭●‬ ‭Property Insurance‬‭: Protects the facility and improvements.‬
‭●‬ ‭Workers’ Compensation‬‭: Required for all employees‬‭working on-site.‬

‭Landlord Protections:‬

‭●‬ ‭Include provisions requiring the tenant to name the landlord as an additional insured‬
‭party.‬

‭7. Lease Duration and Renewal Terms‬

‭Why It Matters:‬

‭RCFE leases often involve long-term commitments due to licensing and operational‬
‭investments.‬



‭Key Considerations:‬

‭●‬ ‭Initial Term‬‭: A 5- to 10-year lease is standard to‬‭ensure stability.‬
‭●‬ ‭Renewal Options‬‭: Include automatic renewal clauses‬‭or tenant renewal rights to avoid‬

‭disruption.‬
‭●‬ ‭Early Termination‬‭: Define conditions under which the‬‭lease can be terminated, such as‬

‭licensing revocation or failure to maintain occupancy.‬

‭8. Dispute Resolution Mechanisms‬

‭Why It Matters:‬

‭Disputes can arise over compliance, responsibilities, or lease terms. A clear resolution process‬
‭minimizes disruptions.‬

‭Key Clauses:‬

‭●‬ ‭Mediation and Arbitration‬‭: Specify these as the first‬‭steps before litigation.‬
‭●‬ ‭Jurisdiction‬‭: Define the governing state laws and‬‭courts for resolving disputes.‬
‭●‬ ‭Default Remedies‬‭: Detail penalties or actions for‬‭lease violations.‬

‭9. Environmental and Safety Considerations‬

‭Why It Matters:‬

‭RCFEs must maintain high safety standards to protect residents.‬

‭Key Steps:‬

‭●‬ ‭Hazard Assessments‬‭: Conduct environmental reviews‬‭for issues like mold, asbestos,‬
‭or seismic risks.‬

‭●‬ ‭Fire Safety Compliance‬‭: Ensure the property meets‬‭all fire codes, including sprinkler‬
‭systems and emergency exits.‬

‭●‬ ‭Evacuation Plans‬‭: Require the operator to develop‬‭and maintain a disaster‬
‭preparedness plan.‬

‭10. Special Considerations for Private Pay vs. Publicly Funded RCFEs‬

‭Why It Matters:‬



‭Funding sources impact lease terms and potential risks.‬

‭Key Points:‬

‭●‬ ‭Private Pay Facilities‬‭: Often have more flexibility‬‭in pricing and lease negotiations.‬
‭●‬ ‭Publicly Funded Facilities‬‭: May be subject to additional‬‭oversight and funding‬

‭stipulations.‬
‭●‬ ‭Lease Adjustments‬‭: Address differences in rent payment‬‭structures and required‬

‭reporting for public funding compliance.‬

‭Conclusion‬

‭Leasing an RCFE involves navigating a complex web of legal and regulatory considerations. A‬
‭well-structured lease not only protects the interests of both parties but also ensures the facility‬
‭operates smoothly and complies with all applicable laws. By addressing these key legal factors,‬
‭landlords and operators can forge partnerships that support sustainable operations and quality‬
‭care.‬
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