Opening Doors: A Guide to Purchasing
Your Own Residential Care Facility

Owning a Residential Care Facility for the Elderly (RCFE) isn’t just about business—it's about
making a meaningful impact. Whether you’re dreaming of starting fresh or taking over an
existing operation, the road to RCFE ownership is paved with opportunity and responsibility. In
this exclusive guide, we’'ll give you the tools, insights, and insider tips to navigate the journey
from hopeful buyer to successful operator.

Laying the Groundwork

Dreaming of running your own RCFE? Before you dive in, you'll need to lay a strong foundation.

Starting your journey toward RCFE ownership begins with solid preparation. Laying the
groundwork ensures you set yourself up for success.

1. Choose Your Business Structure

Are you going solo, teaming up, or building a business entity? Choosing between a sole
proprietorship, partnership, LLC, or corporation isn’t just paperwork—it’s a strategic move that
affects taxes, liability, and licensing. Pro tip: Talk to a legal professional to explore the best fit for
your goals. Want flexibility? Consider separate entities for holding the business and the real
estate. This decision determines how your facility is taxed, who assumes liability, and whose
name the RCFE license will be issued under. Consider consulting a legal professional to ensure
you choose the most appropriate structure for your business needs. Additionally, you might
explore creating separate entities for holding the business and the real estate, which can
provide flexibility and potential liability protection. Will you operate as a sole proprietor, form a
partnership, or establish an LLC or corporation? This decision determines how your facility is
taxed, who assumes liability, and whose name the RCFE license will be issued under.

2. Secure a Suitable Property

Securing the right property is crucial. Whether you plan to buy or lease, ensure the agreement
explicitly permits the property to operate as a care facility, aligns with local zoning regulations,



and meets RCFE licensing requirements (e.g., a lease term of at least one year). Consulting
with a real estate agent or zoning expert can provide invaluable insights to avoid potential
pitfalls.

Consider consulting with a real estate agent or zoning expert to ensure the property meets
RCFE-specific requirements and aligns with local regulations. You can either buy or lease a
property, but there are critical considerations:

e |[f leasing, ensure the agreement explicitly permits the property to operate as a care
facility.
Confirm local zoning allows residential care operations.
Ensure the lease covers at least one year, as required for RCFE licensing.

3. Become a Certified Administrator

Every RCFE must have a licensed administrator. Completing an 80-hour administrator
certification course—available online or in person—is a required step. This training prepares
you to manage daily operations effectively and ensures compliance with state regulations. Every
RCFE must have a licensed administrator. Completing an 80-hour administrator certification
course, which can be taken online or in person, is a key step.

4. Build Financial Readiness

To operate an RCFE smoothly, financial preparedness is key. For an existing facility, reserve at
least one month’s operating expenses. For a new facility, budget for three months to cover setup
and licensing timelines. Consulting with a financial advisor can help you create a robust plan
tailored to your goals. Having enough capital to cover startup and operating costs is essential.
For an existing RCFE, you’ll need to reserve at least one month’s operating expenses. For a
new facility, plan for three months to cover setup and licensing timelines.

Mastering the Licensing Process

The California RCFE licensing process is comprehensive, involving meticulous planning and
attention to detail. By understanding the requirements and preparing proactively, you can
navigate this crucial step with confidence. But don’t worry, we’ve got your back.

The Application

The licensing application is a comprehensive document of over 400 pages. Part A covers
personal information, financial details, and instructions, while Part B includes operational plans
such as staffing, meal preparation, dementia care programs, and emergency protocols.



Filling out this behemoth of an application can take several days. Accuracy is your best friend
here—one misstep, and you’re looking at delays or outright rejection.

Steps to Licensing Approval

Navigating licensing involves multiple stages designed to ensure compliance and operational
readiness. Here's an overview of the process:

1. Orientation and Paperwork Review: Attend an online orientation and submit your
completed application. Missing documentation or inaccuracies will lead to delays.

2. Licensing Interview: A face-to-face or virtual meeting with CDSS representatives
allows them to assess your operational readiness.

3. Facility Inspection: A comprehensive on-site review ensures compliance with all
regulations, including:

o Fire Safety: Inspections assess grab bars, fire extinguishers, smoke detectors,
and other mandatory safety features.

o Building Standards: The property must meet RCFE-specific physical
requirements, such as wheelchair accessibility and secure exits.

Licensing approval can take three to four months. Proactive preparation of your property and
application is key to avoiding setbacks.

Evaluating an Existing Facility

Acquiring an existing RCFE offers perks like established operations, a client base, and staff.
However, due diligence is essential to assess the potential and challenges of the facility.

Purchasing an operational RCFE has unique advantages but requires careful evaluation of both
the real estate and the business.

1. Separate Real Estate and Business Value

Evaluating an RCFE involves understanding both the real estate and business components. A
qualified realtor can provide a market analysis of the property’s value, ensuring it aligns with
current trends. Business value requires assessing critical factors such as staff competence,
resident demographics, rental rates, and reputation. Skilled employees add significant value,
while residents receiving hospice care may have limited impact on business worth. Additionally,
facilities charging below-market rental rates (typical rates in California range from $5,000 to



$7,000 per resident) may affect overall profitability. Reputation, though intangible, also plays a
modest role in valuation.

2. Review the Facility’s Compliance History

Before you sign on the dotted line, take a peek at the CDSS (California Department of Social
Services) website. It's like a report card for the facility—watch for red flags like license
revocations or probation periods. These records can significantly impact the business's value
and your ability to attract new residents.

Financial and Legal Considerations

Protecting your investment requires strategic financial and legal planning. Here’s how to ensure
a smooth transaction:

Protect your investment by taking these critical steps:

1. Separate Escrows

Conduct separate escrows for the real estate and business portions of the transaction. This
ensures transparency and avoids complications during the purchase.

2. Leaseback Agreements

When buying an operational facility, you may need a temporary leaseback arrangement. This
allows the seller to continue operating the RCFE while you secure your license, ensuring
continuity of care for residents.

3. Ensure Fire Safety Compliance

Fire inspections are a vital part of the licensing process. Make sure the property meets all fire
safety requirements, including proper extinguishers, alarms, and escape routes. Consider
consulting a fire safety expert or licensing professional to confirm all safety measures meet state
requirements and avoid delays. Fire inspections are a vital part of the licensing process. Make
sure the property meets all fire safety requirements, including proper extinguishers, alarms, and
escape routes.

4. Engage Professional Advisors

Work with attorneys, accountants, and industry consultants to ensure all legal and financial
aspects are handled effectively. Their expertise will save you time and prevent costly mistakes.



Conclusion

Buying an RCFE is no walk in the park, but the rewards are worth the effort. With preparation,
savvy planning, and expert advice, you'll be well on your way to making a meaningful impact
and running a thriving business. By establishing your foundation, mastering licensing
requirements, and evaluating properties with care, you position yourself for success in this
essential and growing industry. Take the first step toward your RCFE journey with confidence,
and let experts guide you along the way.

For tailored guidance, tools, and listings, visit RCFEListings.com—your trusted partner in
buying, selling, and leasing RCFEs.
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