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House Corporation Financial Management

In figuring an absolute minimum rental rate to charge the chapter, it is recommended that a house corporation determine its financial needs, being especially mindful of long-term goals and anticipated capital improvements. This will enable the house corporation to build and maintain adequate reserves and funding for property renovations and improvements. Keeping this in mind, the corporation should charge the chapter an aggressive rate of rent, even if the corporation ends up with a substantial profit. Profit is really extra money for reserves which no house corporation can have too much of. Passing along below market or bargain rental rates to save the students money is a recipe for absolute failure in the long run. Additionally, the house corporation should have a solid understanding of the chapter's budgeting needs and its ability to afford a property. The chapter is normally the corporation's primary source of income. Therefore, while the chapter is charging market rate room rent (not less than a comparable campus dorm) and maintaining a reasonably high occupancy rate, it must produce enough income to satisfy the needs of both itself and the corporation.

Unless a corporation can calculate dependable averages from a history of alumni contributions or "membership fees", fundraising should not be relied upon. Few house corporations have been successful in establishing a continuous giving program of this nature. Any prudent lender would not view this income as reliable. Therefore, the worksheet below does not include a line for fundraising income.

Maintaining Tax-Free Status

From the IRS's standpoint, it is important that pledges (if they sometimes live in the house) and student members of the chapter have some form of legitimate membership in the corporation. Otherwise, rental income, even if it is channeled through the chapter first, could be considered "non-member income". Income of that nature (including interest or dividend income) over $1,000 annually is subject to tax. Although IRS offices and agents may have varying opinions. Depending on whether or not your state requires a "membership" provision in the articles of incorporation, an amendment to your articles may also be needed.

Budgets

The following worksheets are helpful tools to analyze the annual operating budget of a property your corporation is considering to lease and/or purchase. Determining affordability, by conservatively and accurately completing this worksheet, is a good first step in deciding whether or not to get serious about pursuing an available property. It is also an excellent exercise in preparing for the loan application process and your financing search.

Download this house corporation budgeting form:

House Corporation & Chapter Abbreviated and Consolidated Housing Cash Budget Worksheet

Some of the forms listed on these Housing pages are provided in PDF format. To read a PDF file, you will need Adobe Acrobat Reader which can be downloaded free of charge from the Adobe download site. 

