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How to Open a Profitable
Sober Living Home: The
Definitive 2026 Guide
By Sobriety Hub LLC · 24 minute read

Everything you need to launch, fund, and scale a recovery residence — from market research to your first
resident, with real numbers from real operators.

The Market Opportunity: Why 2026 Is
the Right Time
The demand for sober living homes has never been higher — and the gap between supply and demand has
never been wider.

According to SAMHSA’s 2024 National Survey on Drug Use and Health, 48.4 million Americans ages 12 and
older experienced a substance use disorder in the past year. Roughly 80% of them received no treatment at all.
That’s nearly 39 million people with unmet needs, and the number is climbing — up from 46.8 million in 2023
and 20.3 million just six years ago.

The recovery housing market has surged past $6.8 billion and is projected to grow at 5–9% annually through
2032. Billions in opioid settlement funds are now flowing directly into recovery housing infrastructure. Michigan
committed $37.5 million in December 2025 to add 3,467 new beds. New Jersey allocated over $120 million.
SAMHSA awarded $45 million specifically for young adult sober housing services in September 2025.

Three forces are converging to make this one of the best windows to enter the market:

The demand is structural, not cyclical. Substance use disorder affects nearly 15% of all Americans over 12.
The opioid crisis is not abating, stimulant use disorders are rising, and treatment centers discharge patients
every day who need safe, structured transitional housing. There simply aren’t enough beds. Operators across
the Sobriety Hub network report that even in markets with 100+ existing homes, well-run new entrants fill
beds within 90 days because referral sources are desperate for quality options.

Government funding is at historic levels. The SUPPORT for Patients and Communities Reauthorization Act,
signed December 1, 2025, reauthorized HUD’s Recovery Housing Program and SAMHSA grants through FY
2030. Opioid settlement money — part of $50+ billion nationally — is specifically targeting recovery housing in
dozens of states. And Medicaid Section 1115 waivers in California, Arizona, Oregon, Wisconsin, Colorado, and
other states now reimburse housing-related services for the first time.

The regulatory landscape favors prepared operators. States are moving rapidly toward mandatory
certification, which raises the barrier to entry for newcomers but dramatically advantages operators who get
certified early. Ohio mandated certification effective January 2025. Virginia followed on July 1, 2025. Florida
now requires counties to adopt recovery residence ordinances by January 2026. Operators who build compliant
operations now lock in preferred-provider status as standards tighten.

Is a Sober Living Home Actually
Profitable? Real Numbers.
Let’s cut through the hype and look at what experienced operators actually earn.

Revenue Per Bed
What you can charge per bed depends on your market, level of service, and funding sources:

Market Tier Monthly Rate /
Bed

Typical Beds Gross Monthly
Revenue

Budget / Rural $500–$800 6–8 $3,000–$6,400

Mid-Market /
Suburban

$800–$1,200 8–10 $6,400–$12,000

Urban / High-
Demand

$1,200–$2,000 8–12 $9,600–$24,000

Premium / Clinical
Support

$2,000–$3,500 6–10 $12,000–$35,000

Operators in the Sobriety Hub network running mid-market homes in states like California, Texas, and Florida
commonly report gross revenue of $10,000–$14,000 per month per property, with all-in monthly expenses
(mortgage/rent, utilities, supplies, house manager compensation) around $3,000–$5,000. Net cash flow of
$5,000–$7,000 per home per month is realistic for a well-run 8-bed property at stabilized occupancy.

County and government programs typically pay $35–$55 per day per resident ($1,050–$1,650/month). This
can be lower than private-pay rates, but it comes with a critical advantage: guaranteed, consistent revenue with
minimal collections effort. Most experienced operators diversify across both private-pay and government-
funded residents to maximize revenue while minimizing vacancy risk.

Startup Costs: Leased vs. Owned
Your initial investment varies dramatically based on whether you lease or purchase the property:

Cost Category Leased Property Owned Property

Property Acquisition $0 $50,000–$150,000+
(down payment)

Security Deposit / Closing Costs $5,000–$15,000 $5,000–$15,000

Renovation / Conversion $3,000–$10,000 $10,000–$50,000

Furnishings & Supplies $5,000–$15,000 $5,000–$15,000

Sober Living Software  $1,500–$3,000 $1,500–$3,000

Licensing & Certification Fees $500–$2,000 $500–$2,000

Insurance (Annual) $2,000–$8,000 $2,000–$8,000

Operating Reserve (3 Months) $5,000–$15,000 $5,000–$15,000

TOTAL $22,000–$68,000 $79,500–$258,000+

 

Leasing cuts your startup investment by 50–70%, letting you open faster and test the model with lower risk.
The tradeoff is that you build no equity in the property, and landlord relationships require careful management.
Many successful operators start by leasing their first one or two homes, then transition to ownership as cash
flow allows.

Important note on insurance: Standard homeowner or landlord policies will not cover sober living operations.
You need a specialized policy that covers general liability, professional liability, and property damage in a
group-living recovery environment. Budget $2,000–$8,000 annually and work with a broker experienced in
behavioral health or group home coverage.

Operating Margins and Time to Profitability
Well-run sober living homes consistently achieve 20–35% operating margins at stabilization. Most operators
reach profitability within 6–18 months, depending on how quickly they fill beds and which revenue model they
use.

Plan conservatively: assume 40–60% occupancy in your first year and budget accordingly. A home typically
breaks even at roughly 70% occupancy. Mature, well-managed homes run at 80–95% occupancy year-round.

The economics improve dramatically with scale. Your second and third homes carry almost no incremental
administrative overhead. A single house manager can often oversee two or three nearby properties. Marketing,
intake processes, and referral relationships serve your entire portfolio, not just one home.

 Sobriety Hub Bed Performance Matrix

Track occupancy, average length of stay, and turnover across all your properties in
real time. Know exactly when each home is ready to scale. See it in action at
sobrietyhub.com.

Step 1: Choose Your Business Model
Before You Choose Your Property
The biggest mistake new operators make is finding a property first and building a business around it second.
Your business model — who you serve, what level of care you provide, and how you get paid — should drive
every decision that follows.

Understanding the NARR Levels of Support
The National Alliance for Recovery Residences (NARR) defines four levels of recovery housing, recently
updated in 2025 to align with the ASAM Criteria 4th Edition:

NARR
Level

ASAM
Name

Description Staffing Best For

Level 1 Type P
(Peer-
Run)

Democratically run,
shared costs,
minimal structure

Peer-led, no
paid staff

Oxford House
model; lowest
startup cost

Level 2 Type M
(Monitore
d)

House manager,
house rules, drug
testing, curfew

Part-time or
live-in
manager

Most common;
best balance of
cost and structure

Level 3 Type S
(Supervis
ed)

Case management,
employment
support, life skills

Paid staff
during
business hours

Higher revenue;
serves higher-
acuity residents

Level 4 Type C
(Clinical)

Licensed clinical
services on-site

Licensed
clinical staff

Requires state
licensing;
essentially a
treatment facility

Most operators start at Level 2 (Type M) and grow into Level 3 (Type S) as they add homes and staff. Level 2 is
the sweet spot for new operators: it provides enough structure to attract referrals from treatment centers and
county programs, without requiring the staffing overhead of clinical services.

Key Model Decisions
Nonprofit vs. for-profit? For-profit LLCs are simpler to set up and operate. Nonprofits can access grant funding
and donations but carry board governance requirements, 990 filing obligations, and restrictions on how revenue
is used. Many successful operators run for-profit businesses that partner with nonprofit referral sources. You do
not need to be a nonprofit to serve the community well or to receive government funding.

MAT-friendly or traditional abstinence-only? Medication-Assisted Treatment (MAT) — including Suboxone,
methadone, and Vivitrol — is the clinical standard of care for opioid use disorder. MAT-friendly homes access a
larger referral pool and avoid potential Fair Housing Act issues, since denying housing based on legally
prescribed medication can constitute disability discrimination. The industry is trending decisively toward MAT
inclusion.

Gender-specific operations. This is non-negotiable for experienced operators. Run separate male and female
houses in different locations. Mixed-gender homes create distraction from recovery goals, increase conflict, and
disqualify you from referrals by most treatment programs and county agencies. Many programs will refuse to
place residents in mixed-gender environments.

Population focus. Consider specializing: veterans, women with children, young adults (18–24), justice-involved
individuals, or individuals with co-occurring mental health disorders. Specialization opens niche funding
streams — like SAMHSA’s $45 million in 2025 youth recovery housing funding — and helps you build deep
referral relationships with specific programs. Operators who try to serve everyone often struggle to
differentiate themselves in crowded markets.

Step 2: Navigate the Legal and
Regulatory Landscape
Most guides either tell you “no license needed” (oversimplified) or bury you in state-by-state legal jargon
(unhelpful). The reality is nuanced, and the landscape is shifting fast.

Federal Protections That Work in Your Favor
Recovery housing residents are protected under the Fair Housing Act (FHA) and the Americans with Disabilities
Act (ADA). Substance use disorder is classified as a disability, which means people in recovery are a protected
class. Cities cannot use zoning laws to single out or block sober living homes from residential neighborhoods.

This protection has teeth. When cities have attempted to restrict recovery housing operations, the
consequences have been severe — multimillion-dollar settlements and DOJ enforcement actions. If you
encounter zoning resistance, you have the right to request a “reasonable accommodation” from your local
government. Document everything, and consult an attorney familiar with Fair Housing law if a municipality
attempts to block your operation.

The practical implication: you can operate in standard residential neighborhoods without special permits, as
long as you comply with the same occupancy and building codes that apply to any residential use.

State-by-State Certification: Where Things Stand in 2026
The national trend is clearly toward mandatory certification. Here is the current landscape:

Category States What It Means

License Required to
Operate

New Jersey, Utah, Arizona Cannot operate legally
without a state-issued license

Certification
Required for Public
Funding

Ohio, Virginia, Florida,
Kentucky, Pennsylvania,
Texas, Washington

Can operate without it, but
locked out of government
referrals and contracts

Certification
Voluntary but
Recommended

California, Georgia,
North/South Carolina,
Indiana, Colorado, Oregon,
Massachusetts

Not required, but opens doors
to county contracts, Medicaid,
and preferred-provider status

Minimal or No
Framework

~20+ states No formal recovery residence
certification body exists yet

Even in states where certification is technically optional, getting certified through your NARR state affiliate is
one of the highest-ROI investments you can make. Certification opens the door to county contracts, Medicaid
waiver reimbursement, treatment center referrals, and preferred-provider status. It also provides legal
protection and credibility if your home is ever challenged by neighbors or local government.

Key state affiliates to know: CCAPP (California), FARR (Florida), TROHN (Texas), ORH (Ohio), MASH
(Massachusetts), VARR (Virginia), AzRHA (Arizona). Visit narronline.org to find your state’s affiliate.

Resident Agreements: License vs. Lease
One of the most important legal decisions you’ll make is how to structure your resident agreements. Many
operators use “license agreements” or “guest agreements” rather than traditional leases. The logic: a license
grants permission to occupy space without creating a full landlord-tenant relationship, potentially enabling
faster removal of residents who violate house rules or relapse.

However, courts look at substance over labels. Simply calling a document a “license” does not make it one. If
a resident pays regular rent, lives in the space as their primary residence, and you control the property, courts in
many jurisdictions will treat the arrangement as a tenancy regardless of what the agreement is titled.

The practical recommendation from operators and attorneys in this space: use month-to-month resident
agreements that incorporate recovery-specific terms — drug testing requirements, meeting attendance, house
rule compliance, curfew adherence — while complying with your state’s landlord-tenant law. This gives you the
flexibility to enforce house rules and manage non-compliance without legal exposure from trying to circumvent
tenant protections.

Consult a local attorney experienced in recovery housing before finalizing your agreements. This is not the place
to cut corners.

Step 3: Secure Funding — Including
Sources Most Guides Won’t Tell You
About
Most startup guides focus exclusively on private-pay resident fees or traditional bank loans. But the most
financially resilient sober living operations diversify across multiple revenue streams — and the biggest
opportunities in 2026 come from government and institutional sources that most new operators don’t know
exist.

Revenue Stream 1: County and Government Program
Contracts
This is the single most underutilized funding source in recovery housing. County behavioral health departments,
drug courts, probation offices, and state agencies have dedicated budgets to house individuals in recovery —
and they are actively looking for quality providers.

Typical county reimbursement rates range from $35–$55 per day per resident ($1,050–$1,650/month). While
this may be slightly lower than private-pay rates in some markets, the advantages are enormous: payments are
reliable, often via direct deposit on a set schedule; residents are supported by case managers who help with
compliance; and vacancy risk drops significantly because programs maintain waitlists.

How to get on preferred-provider lists:

1. Obtain NARR-affiliate certification through your state body (CCAPP, FARR, TROHN, etc.)

2. Contact your county’s Behavioral Health or Substance Abuse Prevention department directly and ask about
their recovery housing referral process

3. Attend drug court team meetings and local Continuum of Care coalition meetings — introduce yourself, offer
facility tours, and demonstrate your documentation capabilities

4. Build relationships with treatment center discharge planners, who are often the gatekeepers for post-
treatment placement

5. Ensure your documentation meets program requirements: written house rules, resident agreements, drug
testing protocols, grievance procedures, incident reporting, and progress tracking

Timeline: certification can typically be completed in 6–12 weeks with proper preparation. County approval and
first referrals usually follow within 3–6 months after certification.

Revenue Stream 2: Opioid Settlement Funds
The $50+ billion national opioid settlement represents a generational funding opportunity for recovery housing.
States received $6.5 billion in 2024 alone, with approximately 17% directed toward recovery services. Key
allocations for recovery housing specifically:

State Recovery Housing
Allocation

Details

Michigan $37.5 million Targeting 3,467 new beds by 2028 —
a 40% capacity increase

New Jersey $120+ million Housing-related allocations from
$324M total settlement; state expects
$1B+ over 18 years

Connecticut $58.6 million HERO program over 4 years

New York $5 million For newly certified Recovery Residence
providers

Illinois $20 million Permanent supportive housing

Indiana $10 million Affordable rental housing with SUD
wraparound services

Contact your state’s opioid settlement fund administrator (usually housed in the Attorney General’s office or the
Department of Health) to learn about upcoming RFPs and grant opportunities. Many states are distributing
funds to counties, which then subcontract with local providers — making county-level relationships critical.

Revenue Stream 3: Medicaid Section 1115 Waivers
A growing number of states now reimburse recovery housing-related services through Medicaid, creating a
new and potentially transformative revenue stream. As of early 2026, at least eight states have received CMS
approval for housing-related services under 1115 waivers: Arizona, Arkansas, California, Massachusetts, New
Jersey, New York, Oregon, and Washington. Wisconsin launched its Housing Support Services Medicaid Benefit
on February 1, 2025. Colorado’s went live July 1, 2025.

Critical caveat: The current federal administration rescinded Biden-era guidance on housing-related Medicaid
services in March 2025 and is handling future waiver requests case-by-case. Existing approvals remain valid,
but future expansion is uncertain. If you’re in an approved state, this is a “act now” window — get certified, get
enrolled, and start billing while the waivers are active.

Revenue Stream 4: SAMHSA and Federal Grants
SAMHSA’s State Opioid Response (SOR) and State Targeted Response (STR) programs funnel billions to states
for substance use services, including housing. In September 2025, SAMHSA announced $45 million specifically
for young adult sober housing services targeting ages 18–24. Three out of four young adults in SOR programs
lack stable housing.

The Second Chance Reauthorization Act of 2025 explicitly added “providing reentry housing services” as an
allowable use of grants, opening another funding stream for operators serving justice-involved populations.

Revenue Stream 5: Private Pay and Self-Pay
Private-pay residents — those paying out of pocket from employment income, Social Security, family support,
or scholarships — typically pay higher monthly rates ($900–$2,000+) but carry higher collection risk. The
challenge: residents in early recovery may not yet have stable employment, and chasing down late payments
consumes time and strains the operator-resident relationship.

Best practice: require first and last month’s payment at move-in, set up autopay, and maintain a mix of
government-funded and private-pay residents so that no single funding disruption threatens your cash flow.

Startup Capital Sources
Beyond operating revenue, you may need capital to get started. Options include SBA 7(a) and 504 loans
(recovery housing qualifies as a small business), private/hard-money lenders (particularly useful for real estate
investors converting existing properties), home equity lines of credit, partnerships with real estate investors
who provide the property while you provide the operations, and personal savings or family investment.

Step 4: Find and Convert the Right
Property
Property Selection Criteria
Your property is the foundation of your entire operation. Here is what experienced operators prioritize:

Location near services and transportation. Proximity to public transportation, grocery stores, courthouses,
outpatient treatment centers, and employment opportunities matters enormously. Many residents have lost
their driver’s license due to DUI/DWI charges and rely on buses, bikes, or walking. A home on or near a bus line
with a walkable grocery store stays full with a waitlist. A home 30 minutes from the nearest bus stop struggles
to maintain occupancy.

B to A-minus neighborhoods. You want a safe, quiet, residential area where residents can focus on recovery
without environmental triggers. Avoid neighborhoods with high drug activity or proximity to bars and liquor
stores. At the same time, you don’t need a luxury neighborhood — the sweet spot is a clean, modest, well-
maintained area where your home blends in with the surroundings.

Four bedrooms, two bathrooms minimum. This is the threshold for financial viability. A 3-bed, 1-bath home
simply doesn’t generate enough revenue to cover a house manager and operating costs. The ideal is 4–6
bedrooms with 2–3 bathrooms, housing 6–12 residents. Larger homes (5+ bedrooms) allow you to generate
enough cash flow to hire dedicated staff.

Bed Configuration Best Practices
How you set up bedrooms directly impacts revenue, retention, and resident satisfaction. These guidelines come
from operators managing dozens of homes across the Sobriety Hub network:

Twin beds over bunk beds, every time. Bunk beds maximize capacity on paper but degrade the living
experience, increase interpersonal conflict, trigger residents with incarceration trauma, and lead to higher
turnover. Operators who switch from bunk beds to twin beds consistently report longer average stays, fewer
behavioral incidents, and the ability to charge higher per-bed rates. Two twin beds per room is the standard
configuration for most homes.

Bathroom ratio: 1 full bathroom per 4 residents. NARR’s minimum is 1:6, but experienced operators target
1:4. Bathroom access is one of the top sources of conflict in group living, and reducing that friction pays
dividends in resident satisfaction and retention.

The second refrigerator rule. Add a second full-size refrigerator once you exceed 4 residents. Food theft and
refrigerator space are surprisingly common sources of conflict. One extra appliance (roughly $500) saves
enormous management headaches.

Common areas matter. Maintain a living room with comfortable seating and a television. This shared space
builds community and gives residents a place to socialize outside their bedrooms. Resist the temptation to
convert every common area into a bedroom — doing so may increase bed count but often violates permitting
rules, hurts resale value, and degrades the living environment enough to increase turnover.

The Property Conversion Checklist
Whether you’re converting an existing rental property or preparing a newly acquired home, here are the
essential steps:

• Safety systems: Interconnected smoke detectors (hardwired preferred), carbon monoxide detectors, fire
extinguishers on each floor, clearly marked exit routes

• Security: Exterior cameras (front door, back door, driveway), common-area cameras (kitchen, living room —
never bedrooms or bathrooms), smart locks with unique codes per resident

• Bedroom setup: Twin beds with mattresses, nightstands, lockable personal storage (footlockers or lockboxes),
adequate closet space or wardrobes, window coverings

• Kitchen and dining: Second refrigerator if 5+ residents, labeled shelf space, basic cookware and dishes, posted
cleaning schedule

• Bathrooms: Adequate to meet your target ratio, commercial-grade cleaning supplies, posted cleaning rotation

• Accessibility: Consider single-story layouts, wider hallways, and ADA-compliant features — especially if you
plan to serve residents with physical disabilities or accept Medicaid-funded placements that may require
accessibility standards

• Maintenance: Commercial-grade flooring (LVP preferred over carpet), durable paint, reinforced door hinges,
easy-clean surfaces throughout

12-Week Launch Timeline

Weeks Focus Key Actions

1–2 Research &
Planning

Confirm market demand, identify neighborhoods,
begin NARR certification application, form
LLC/entity

3–4 Property &
Financing

Secure lease/purchase, begin loan process, start
insurance applications

5–6 Renovation &
Setup

Complete safety upgrades, furnish bedrooms,
install cameras, purchase supplies

7–8 Staff & Policies Hire/train house manager, finalize house rules,
create resident agreement, set up drug testing
protocols

9–10 Certification &
Outreach

Submit certification application, begin visiting
treatment centers and county programs, attend
Continuum of Care meetings

11–12 Marketing & Move-
In

Launch website, create directory listings, begin
intake process, accept first residents

 

 Sobriety Hub Free Website Builder

Every Sobriety Hub customer gets a free, professional website for their recovery
home — optimized for search and ready to accept inquiries. No design experience
needed. Launch yours at https://sites.sobrietyhub.com/

Step 5: Build Policies That Keep
Residents Safe (and Protect You Legally)
Your house rules and operational policies are the backbone of a successful recovery home. They set
expectations, reduce conflict, protect your liability, and — most importantly — create the structured
environment that supports recovery.

Essential House Rules
Every effective sober living home enforces a core set of rules. While the specifics vary by operator and
population served, here is what most successful homes include:

• Zero tolerance for drugs and alcohol on the premises (immediate consequences, up to and including
discharge)

• Mandatory drug and alcohol testing — at intake, random, and for-cause

• Curfew (typically 10–11 PM on weekdays, 11 PM–12 AM on weekends, with exceptions for verified work
schedules)

• Mandatory participation in recovery programming (outpatient treatment, 12-step meetings, or equivalent)

• Employment or active job search required (typically after a 30-day settling-in period)

• Assigned chores and cleaning responsibilities on a weekly rotation

• No visitors of the opposite gender inside the home (or restricted visiting hours in common areas only)

• No violence, threats, or harassment

• Respect for fellow residents’ property and personal space

• TV and common area quiet hours (many homes restrict TV before 2 PM to encourage productive daily
routines)

Drug Testing Protocols
Drug testing is your single most important tool for maintaining a sober environment. Operators who test from
day one report dramatically fewer incidents compared to those who rely on the honor system.

Test at intake, without exception. This sets the tone immediately. It tells the new resident you are serious
about the sober environment, and it identifies anyone who may need to go to detox before they can safely live
in your home. Allow residents who test positive at intake to go to detox and return when they’re clean — hold
their bed if the referring program will continue paying.

Random testing throughout their stay. Random panels (not just announced testing days) are far more effective
as a deterrent. Budget $10–$25 per test for multi-panel urine tests. If your residents are in county programs,
their case managers may also test them — coordinate with those programs to share results (with appropriate
releases of information) to reduce your own testing costs.

Documentation That Protects You
Proper documentation is your legal shield. Every resident file should include:

• Signed resident agreement (covering house rules, financial terms, and grounds for discharge)

• Emergency contact information

• Release of information authorizing communication with treatment providers, case managers, and
probation/parole officers

• Intake assessment (drug of choice, clean time, current medications, treatment history, employment status)

• Signed acknowledgment of house rules

• Drug test results log

• Incident reports (any rule violations, behavioral issues, or noteworthy events)

• Discharge summary (reason for departure, forwarding address if available, referrals provided)

If you’re handling any health-related information, be aware of HIPAA requirements. While sober living homes
are generally not covered entities under HIPAA, you should still treat all resident information as confidential
and implement basic data security practices.

 Sobriety Hub Resident Mobile App (NEW)

Our new mobile app lets residents check schedules, submit maintenance requests,
track their recovery milestones, and communicate with house managers — all from
their phone. It makes your home feel professional and keeps everyone on the same
page. Learn more: https://www.sobrietyhub.com/features/resident-mobile-app

Step 6: The First 30 Days — Your Make-
or-Break Retention Window
Up to 60% of individuals relapse within the first 30 days after leaving a treatment setting. For sober living
operators, this means the first month after move-in is the single most critical period for resident retention. Lose
a resident in month one, and you’ve lost the marketing cost to acquire them, the intake processing time, and
potentially their bed revenue for weeks while you fill the vacancy.

Operators with the highest retention rates treat the first 30 days as a structured onboarding period, not just
another month of residency. Here’s what works:

Structured orientation on day one. Walk every new resident through the house rules, introduce them to every
current resident by name, show them where everything is, and give them a written copy of expectations to
keep. First impressions set the tone for the entire stay.

Encourage residents to stay close to home the first week. New residents who immediately disappear all day
every day are at the highest risk of relapse and early departure. Encourage them to spend the first 5–7 days
settling in, getting to know housemates, establishing their routine, and adjusting to the structure. This isn’t a
rule so much as a strong recommendation — and it measurably improves 30-day retention rates.

Assign a peer buddy. Pair each new resident with a longer-tenured housemate who can answer questions,
model the daily routine, and provide social connection. This costs nothing and creates a sense of belonging
from day one.

Daily check-ins during the first two weeks. A quick conversation — “How are you settling in? Do you need
anything? How’s your treatment schedule working?” — makes residents feel cared for and gives you early
warning signs of anyone struggling. This can be done by the house manager, a case manager, or even via a
group text thread.

Connect them to resources immediately. If they aren’t already in outpatient treatment, help them get enrolled
in the first week. If they need employment, start the job search process. If they need ID replacement, social
services, or benefits enrollment, facilitate those connections. Residents who are making tangible progress
toward goals are far more likely to stay.

30-day minimum stay commitment. Some operators require a 30-day minimum commitment at intake (with
first month’s payment upfront). This reduces impulsive departures and gives residents enough time to acclimate
to the structure. After 30 days, most residents who are going to succeed have found their rhythm.

Average length of stay across the Sobriety Hub network is 3–9 months, with top-performing homes averaging
12+ months. Every additional month of residency improves outcomes for the resident and economics for the
operator. Retention is not just a business metric — it is a recovery metric.

Step 7: Hire Right and Manage Well
Your house manager is the single most important hire in your operation. They are the daily face of your recovery
home, the enforcer of house rules, the first responder to crises, and the person who sets the culture.

What to Look for in a House Manager
The best house managers share a few key traits: they are emotionally stable under pressure, firm but
compassionate, organized, and — ideally — have personal or professional experience in the recovery space.
Many successful house managers are individuals in long-term recovery themselves, which provides both
credibility and empathy.

Compensation ranges vary by market: $2,500–$4,500/month for part-time or live-in managers (who may
receive free housing as part of their compensation), and $3,500–$6,000/month for full-time managers covering
multiple properties.

The live-in house manager question. Many new operators default to having a manager live in the home rent-
free in exchange for oversight duties. This works for your first home, but it has a hidden cost: you’re giving up a
revenue-generating bed. In a home with 6–8 beds, that’s 12–15% of your gross revenue. As you scale,
transition to external managers who cover multiple properties.

Systems That Reduce Your Management Burden
You should not need to visit your homes every day to know what’s happening. Build systems that give you
visibility and control from anywhere:

• Security cameras in common areas and exterior — viewable remotely via smartphone app

• Smart locks with individual entry codes — you can see who comes and goes and disable access instantly for
discharged residents

• Recovery housing management software that tracks occupancy, payments, incidents, and compliance (this is
what Sobriety Hub was built for)

• Weekly group text or app-based check-ins with all residents

• Automated rent collection via direct deposit or autopay

• Standardized intake and discharge checklists that any staff member can follow

The operators who scale successfully are the ones who build systems from day one — even if it feels like
overkill for a single home. When you open your second or third property, those systems become the difference
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overkill for a single home. When you open your second or third property, those systems become the difference
between manageable growth and chaotic burnout.

Step 8: Build Your Referral Pipeline and
Fill Beds
Marketing a sober living home is fundamentally different from marketing a traditional rental property. Your
“customers” are referral sources — the treatment centers, discharge planners, case managers, probation
officers, and county programs who decide where to place people in recovery.

Referral Relationships Are Your Growth Engine
The most reliable way to fill beds is through direct relationships with the people and programs that have
residents to place. Prioritize these referral channels:

Treatment center discharge planners. Every residential treatment center and intensive outpatient program has
staff responsible for transitioning patients to the next level of care. Visit local treatment centers in person, bring
a brochure and business card, offer a facility tour, and follow up regularly. Be the operator they think of first
when they need to place someone.

County behavioral health departments. As discussed in the funding section, county programs are both a
referral source and a revenue source. Building these relationships takes time — months, not weeks — but they
become your most reliable pipeline once established.

Drug courts and criminal justice programs. Drug courts, mental health courts, and probation/parole
departments frequently need housing placements. Attend their team meetings, understand their requirements,
and become a trusted resource. Justice-involved populations represent a large and consistent referral stream.

Hospitals and emergency departments. Hospital social workers and ED discharge coordinators often need to
place patients with substance use disorders. Develop relationships with your local hospitals’ social work
departments.

Recovery community organizations. AA/NA meeting locations, recovery community centers, and peer support
organizations are natural referral partners. Be visible and active in your local recovery community.

Digital Presence and Online Marketing
While referral relationships drive the majority of placements, your digital presence matters — especially for
private-pay residents and family members searching on behalf of a loved one.

• Build a professional website that clearly explains your program, shows photos of your home, lists your rates
and services, and provides a simple inquiry form. (Sobriety Hub customers get a free website builder designed
specifically for recovery homes.)

• Claim and optimize your Google Business Profile with accurate information, photos, and regular updates

• Get listed in recovery housing directories: SAMHSA’s treatment locator, your NARR state affiliate’s directory,
SoberHousingDirectory.com, and local 211 services

• Encourage successful alumni to leave Google reviews — social proof is powerful for families researching
options

• Consider targeted Facebook and Instagram advertising in your local market, particularly for private-pay
homes

Track where every resident referral comes from. This data tells you which relationships are producing results
and where to invest your outreach time. Sobriety Hub’s referral tracking tools make this easy to manage across
multiple homes.

The 2026 Landscape: What’s Changing
and What to Watch
The recovery housing industry is evolving rapidly. Here are the trends and developments that will shape your
business over the next 1–3 years:

Mandatory certification is coming to your state. The wave of states requiring certification (Ohio, Virginia,
Florida, Kentucky) is accelerating. Even states without current mandates are moving toward it through incentive
structures — making certification required for government funding, insurance billing, or treatment center
referrals. Get certified now, while it’s still relatively straightforward. Early adopters gain preferred-provider
status and market share before the requirement forces everyone to comply.

Medicaid funding is a double-edged sword. The expansion of Medicaid 1115 waivers to cover housing
services in 8+ states creates a major new revenue opportunity. But the One Big Beautiful Bill Act’s
approximately $1 trillion in Medicaid cuts over 10 years — including new work requirements and biannual
eligibility redeterminations — could reduce the number of Medicaid-eligible residents. Operators should pursue
Medicaid enrollment in approved states now, while also maintaining diversified revenue streams that don’t
depend solely on any one payer.

Opioid settlement funds are peaking. The next 3–5 years represent the peak distribution window for opioid
settlement funds. Operators who position themselves to receive these funds — through certification, county
relationships, and demonstrated outcomes — will benefit from a once-in-a-generation investment in recovery
infrastructure.

Technology is raising the bar. Referral sources and funding agencies increasingly expect operators to track and
report outcomes — occupancy rates, length of stay, employment outcomes, substance use recurrence, housing
stability post-discharge. Manual spreadsheets and paper records are giving way to purpose-built recovery
housing management platforms. The operators who can demonstrate data-driven outcomes will win more
contracts, more referrals, and more funding.

Specialized populations represent growth opportunities. SAMHSA’s $45 million investment in young adult
recovery housing, the Second Chance Act’s reentry housing provisions, and the growing recognition of women-
with-children housing needs all point toward specialization as a growth strategy. General-population sober
living homes will always have a market, but operators who build programs tailored to specific populations can
access dedicated funding streams and develop deep expertise that general operators can’t match.

Your 90-Day Action Plan: From Decision
to First Resident
Here is your week-by-week roadmap to go from reading this guide to operating a functioning, revenue-
generating sober living home.

Timeline Actions

Week 1–2 Research your local market: contact county behavioral health, visit treatment centers,
check NARR directory for existing homes, identify neighborhoods, form your LLC or
business entity, open a business bank account

Week 3–4 Secure your property (lease or purchase), apply for NARR-affiliate certification, begin
insurance applications, start furnishing and safety plans

Week 5–6 Complete renovations and furnishing, install security cameras and smart locks, set up
technology (Sobriety Hub platform, payment processing, communication tools)

Week 7–8 Hire and train your house manager, finalize all policies and documentation (house rules,
resident agreement, intake forms, drug testing protocols), conduct a dry run of your
intake process

Week 9–10 Launch your website, create directory listings, begin visiting treatment centers and
county programs with facility tour invitations, attend local recovery community
meetings

Week 11–12 Begin accepting applications, conduct first intakes, welcome your first residents, set up
ongoing reporting and tracking systems

 

Ninety days is aggressive but achievable — especially if you’re leasing a property that’s already in good
condition. Purchased properties may require a longer renovation timeline. The key is to start building referral
relationships early (weeks 3–4) so that by the time your home is ready, you already have a pipeline of potential
residents.

Frequently Asked Questions
How much does it cost to start a sober living home?
Total startup costs range from $22,000–$68,000 for a leased property to $80,000–$260,000+ for a purchased
property. The biggest variables are your real estate strategy (lease vs. own), renovation scope, and local market
costs. Most operators can start with a leased 4-bedroom home for under $40,000 all-in.

Do you need a license to run a sober living home?
In most states, no — a license is not required to operate a sober living home. Only New Jersey, Utah, and
Arizona require licenses. However, many states now require or incentivize NARR-affiliate certification to receive
government referrals and funding. Even where optional, certification is strongly recommended.

Is a sober living home profitable?
Yes. Well-run homes achieve 20–35% operating margins at stabilized occupancy (80%+). Most operators reach
profitability within 6–18 months. A single 8-bed home in a mid-market area can generate $5,000–
$7,000/month in net cash flow. The economics improve significantly with scale.

Should I set up as a nonprofit or for-profit?
Most sober living operators use for-profit LLCs, which are simpler to set up and operate. Nonprofits access
some grant funding and donations but carry governance burdens. You do not need to be a nonprofit to receive
government funding or serve the community effectively.

Can I open a sober living home in a residential neighborhood?
Yes. The Fair Housing Act and Americans with Disabilities Act protect recovery housing in residential areas.
Cities cannot use zoning to single out or block sober living homes. If you encounter resistance, you can request
a reasonable accommodation from local government.

What insurance do I need?
Standard homeowner or landlord policies will not cover sober living operations. You need specialized coverage
including general liability, professional liability, and property damage insurance for group-living recovery
environments. Budget $2,000–$8,000 annually.

How do I get referrals from treatment centers?
Visit treatment centers in person, meet discharge planners, offer facility tours, and follow up regularly. Be
responsive when they call with placement needs. Deliver quality outcomes for the residents they send you.
Word travels fast in the treatment community.

Does Medicaid cover sober living?
In a growing number of states, yes. As of 2026, at least 8 states have Medicaid 1115 waivers covering housing-
related services (Arizona, Arkansas, California, Massachusetts, New Jersey, New York, Oregon, Washington).
Wisconsin and Colorado also launched Medicaid housing benefits in 2025. Check your state’s current waiver
status.

What happens if a resident relapses?
Relapse is a clinical reality, not necessarily grounds for immediate discharge. Most operators distinguish
between a relapse (which may warrant a referral to detox, followed by a return to the home) and active ongoing
use (which typically results in discharge). Drug testing at intake and throughout the stay allows you to identify
and address issues quickly.

How many beds should a sober living home have?
The sweet spot for single-family homes is 6–10 beds. Below 6, it is difficult to generate enough revenue to
cover a house manager and operating costs. Above 10–12, management complexity increases significantly.
Start with 6–8 beds and scale by adding homes, not by overcrowding a single property.

Can I run a sober living home remotely?
Yes, with the right systems. Most operators do not live on-site. Security cameras, smart locks, a reliable house
manager, recovery housing management software (like Sobriety Hub), and regular check-in protocols allow you
to manage operations without being physically present daily. Many operators manage homes in cities where
they don’t live.

What are the biggest mistakes new operators make?
The top mistakes are: (1) not doing market research before selecting a property, (2) relying solely on private-
pay residents instead of diversifying funding, (3) not testing residents for drugs at intake, (4) having no written
house rules or resident agreement, (5) mixing genders in the same home, and (6) not getting certified, which
locks you out of the best referral and funding sources.

Ready to Get Started?
Opening a sober living home is one of the few business opportunities where doing well and doing good are the
same thing. The demand is enormous, the funding landscape is the most favorable it has ever been, and the
residents you serve will remember the safe, structured environment you provided during the most vulnerable
period of their lives.

Sobriety Hub is the management platform built specifically for recovery housing operators. We serve over 600
organizations managing thousands of beds nationwide, and our tools are designed to help you launch faster,
operate more efficiently, and demonstrate the outcomes that win referrals and funding.

Here’s what you get with Sobriety Hub:

• Bed Performance Matrix — Real-time occupancy, revenue, and turnover tracking across all your homes

• Resident Mobile App — Schedules, maintenance requests, and milestone tracking for residents

• Referral Tracking — Know exactly which sources are filling your beds

• Compliance Documentation — Templates and tracking for everything certification requires

Book a free demo to see how Sobriety Hub can help you launch and scale your recovery housing operation:
https://www.sobrietyhub.com/demos

Join our newsletter for weekly insights on recovery housing operations, funding opportunities, regulatory
updates, and growth strategies: https://www.sobrietyhub.com/our-blog

 

© 2026 Sobriety Hub LLC. All rights reserved. This guide is for informational purposes only and does not
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