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Lambda Chi Alpha Fraternity

8741 Founders Road

Indianapolis, Indiana 46268-1389

Board Order #07-14
Subject: 
Approval to release $200,000 to the Housing Corporation of Gamma-Kappa Zeta
Issued: 

May 18, 2007
Proposed By: 
William T. Farkas, Executive Vice President
Background

Gamma-Kappa Zeta of Lambda Chi Alpha founded in 1926, maintained chapter operations successfully until the early 1990’s.  At that time the chapter, due to campus influences and their own actions, began to decline in membership.  By 1996, the chapter and house corporations were substantially insolvent as membership dropped from near 80 members in the early 1990’s; the group was burdened with debt totaling over $150,000; the buildings were not competitive, as no upgrades had been made in several years; and the buildings were laden with hazardous materials including asbestos. 

In 1996, the President of the House Corporation approached the Fraternity for assistance regarding the chapter housing situation. The Fraternity agreed to provide assistance to the house corporation and the chapter, but required the house corporation to convey the title to the properties to the Fraternity.  In exchange, the Fraternity accepted responsibility for the full debt of $141,000, an $11,000 personal loan, and $63,140 owed to various local vendors; greed to perform needed upgrades to the facility; and relieved the chapter of debts to the Fraternity totaling $18,215.

The two properties were placed under the ownership and management of the Fraternity for the beginning of the 1997-98 academic year.  The Fraternity subsequently subcontracted to Columbia Property Management to provide local management services.  The Fraternity prepared a development plan to address immediate needs, to make the properties more attractive to potential tenants, and increase revenues.

The fall of 1997 operations resulted in numerous losses on behalf of the Fraternity.  The chapter was still in existence at that point and 19 individuals were presented with leases and the opportunity to live in the main house.  The losses continued in 1998 and were further aggravated by the closure of the chapter.  The only revenues in 1998 from the main house were derived from leases of the parking lot.  

While continuing to incur operational losses on the annex, and with no tenants in the market, the Grand High Zeta directed the Fraternity staff to sell.  
The chapter was re-colonized in 2002, with great results. The chapter has grown to be a solid group of 100 brothers.  In March 2005, a meeting was held between Joe Klimek, Kip Zurcher and Jim Critchfield (Gamma-Kappa alumnus), where once again the General Fraternity’s position, along with means to assist, was shared.  The situation ended in a stalemate, with both sides appearing to be unable or unwilling to compromise.

In September of 2005, Greg Smith, Grand High Phi, was recruited to serve as an intermediary.  Smith asked Farkas to meet with Critchfield.  This meeting was held in October of 2005. 

Through that and numerous subsequent meetings, the Housing Corporation has worked together to secure safe, competitive and affordable housing for the chapter.  In the past two weeks, the Housing Corporation has made an offer on the Delta Chi chapter house in Columbia, and that offer has been accepted.  Working with the Housing Corporation and making an offer of $200,000 to this effort, the General Fraternity has been able to move forward without the Housing Corporation seeking legal action against the Fraternity.

It is apparent that the time is now to make good on our offer and to move forward.  The staff is seeking approval to release $200,000 to the Gamma-Kappa Zeta Housing Corporation.  This event will only be triggered upon a signed release from the Housing Corporation.

After so many years, it appears that we will be able to close the book on this unfortunate chapter in our history.

Recommendation

It is the recommendation of the staff to approve the release of $200,000 to the Gamma-Kappa Zeta Housing Corporation.

Action

The Board of Directors of Lambda Chi Alpha Fraternity, Inc. directs the staff to release $200,000 to the Gamma-Kappa Zeta Housing Corporation pending the procurement of the signed release.

 FORMCHECKBOX 
 Approved
 FORMCHECKBOX 
 Disapproved

Comments:

__________________________
_____________________

Signed
Date

*Orders may be faxed to Teresa Carlson at (317) 875-3828 or e-mailed at tcarlson@lambdachi.org.

