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Message to Our BACsholders: 
 
We would like to take this opportunity to present the Quarterly Report for 
Independence Tax Credit Plus L.P (the “Partnership”) for the period 
ended September 30, 2008. 
 
Since our last report the Partnership sold its limited partner interest in 
three partnerships; Lares Apartments Limited Partnership, Bethel Villa 
and Lancaster Terrace.  Any gains resulting from these sales will be rec-
ognized during the quarter ending December 31, 2008. Detailed informa-
tion on these transactions and the Partnership’s overall performance is 
reported in the Management’s Discussion and Analysis of Financial Con-
dition and Results of Operations section of this report.  
 
The General Partner continues to research opportunities available to li-
quidate the Partnership’s remaining 17 assets. We will keep you apprised 
of all transactions in future reports.  
 
Should you have any questions concerning your investment, please con-
tact Denise Bernstein of the Partnership’s Investor Relations department 
at 1-800-600-6422, ext. 6451. 
 
 
Very truly yours, 
 

 
 
Robert L. Levy 
Chief Financial Officer 
Related Independence Associates, Inc. 
 



See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets  
 
 
 
 

 
September 30,

2008
March 31, 

2008
 (Unaudited) (Audited)
 
 
ASSETS 
 
Operating Assets 

 
Property and equipment, at  

cost, net of accumulated  
depreciation of $33,367,637 
and $61,526,197, respectively $ 37,056,707 $ 78,650,906

Cash and cash equivalents 2,332,730 4,056,150
Cash held in escrow 2,993,015 7,140,700
Deferred costs, net of  

accumulated amortization  
of $385,919 and $1,284,026, 
respectively 355,463 656,411

Other assets 783,578 1,355,639
 
Total operating assets 43,521,493 91,859,806
 
Assets from discontinued opera-

tions (Note 6) 
Property and equipment held  

for sale, net of accumulated 
depreciation of $32,926,542 
and $9,242,996, respectively 37,443,313 6,378,404

Net assets held for sale 8,686,284 3,791,881
Total assets from discontinued 

operations 46,129,597 10,170,285
 
Total assets $ 89,651,090 $ 102,030,091



See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets (continued) 
 
 

September 30,
2008

March 31, 
2008

 (Unaudited) (Audited)
 
LIABILITIES AND PARTNERS’ DEFICIT
 
Operating Liabilities

 
Mortgage notes payable $ 28,863,662 $ 63,332,026
Accounts payable 1,273,679 3,914,793
Accrued interest payable 11,060,461 11,332,424
Security deposits payable 306,425 555,107
Due to local general partners and  

affiliates 1,345,765 12,498,138
Due to general partners and affiliates 7,311,475 13,688,107

 
Total operating liabilities 50,161,467 105,320,595
 
Liabilities from discontinued opera-

tions (Note 6) 
Mortgage notes payable of assets 

held for sale  32,402,514 7,478,590
Net liabilities held for sale (including 

minority interest) 19,628,208 730,900
Total liabilities from discontinued 

operations 52,030,722 8,209,490
 
Total liabilities 102,192,189 113,530,085
 
Minority interests  6,380,507 4,761,586
 
Commitments and contingencies  

(Note 7) 
 
Partners’ deficit 

 
Limited partners (76,786 BACs  

issued and outstanding) (18,097,160) (15,424,134)
General partners (824,446) (837,446)

 
Total partners’ deficit (18,921,606) (16,261,580)
 
Total liabilities and partners’ deficit $ 89,651,090 $ 102,030,091



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Operations  
(Unaudited) 
 

 
Three Months Ended 

September 30,
Six Months Ended 

September 30,
 2008 2007* 2008 2007*
 
Revenues 
Rental income $ 2,128,049 $ 2,071,491 $ 4,234,603 $ 4,212,752
Other income  57,714 53,514 138,800 124,164
 
Total revenues 2,185,763 2,125,005 4,373,403 4,336,916
 
Expenses 
General and administrative 467,715 397,148 980,613 916,543
General and administrative-
related parties (Note 2) 395,678 400,015 788,181 785,534
Repairs and maintenance 573,857 643,988 1,150,449 1,309,044
Operating 403,878 336,372 896,106 834,070
Taxes 159,098 163,812 318,309 319,687
Insurance 131,430 138,952 263,258 284,708
Financial, principally interest 443,315 439,671 898,948 893,691
Depreciation and amortization 544,238 553,349 1,087,447 1,093,873
 
Total expenses from operation 3,119,209 3,073,307 6,383,311 6,437,150
 
Loss from operations before 

minority interest (933,446) (948,302) (2,009,908) (2,100,234)
 
Minority interest in loss of 

subsidiaries from operations 10,473 6,718 18,154 12,842
 
Loss from operations (922,973) (941,584) (1,991,754) (2,087,392)
 
Discontinued operations:
Income (loss) from discontinued 

operations (including minori-
ty interest and gain on sale of 
property) (Note 6) 410,813 (5,226) (708,272) 1,205,548

Net loss $ (512,160) $ (946,810) $ (2,700,026) $ (881,844)
 
Number of BACs outstanding 76,786 76,786 76,786 76,786
 
Loss from operations – limited 

partners $ (913,743) $ (932,168) $ (1,971,837) $ (2,066,518)
Income (loss) from discontinued 

operations (including minori-
ty interest and gain on sale of 
property) – limited partners 406,705 (5,174) (701,189) 1,193,492

Net loss – limited partners $ (507,038) $ (937,342) $ (2,673,026) $ (873,026)
 
Loss from operations per BAC $ (11.90) $ (12.14) $ (25.68) $ (26.91)
Income (loss) from discontinued 

operations per BAC 5.30 (0.07) (9.13) 15.54
 
Net loss per BAC $ (6.60) $ (21.21) $ (34.81) $ (11.37)
 
* Reclassified for comparative purpose.  



See accompanying notes to consolidated financial statements. 
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Consolidated Statement of Changes in Partners' Deficit 
(Unaudited) 
 
 
 
 

 Total
Limited 
Partners

General 
Partner

 
 
Partners’ deficit –  

April 1, 2008 $ (16,261,580) $ (15,424,134) $ (837,446)
 
Net loss (2,700,026) (2,673,026) (27,000)
 
Contribution – write-off of 

related party debt 40,000 0 40,000
 
Partners’ deficit –  

September 30, 2008 $ (18,921,606) $ (18,097,160) $ (824,446)
 
 



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 
Increase (decrease) in Cash and Cash Equivalents 
(Unaudited) 
 
 
 

  
Six months Ended 

September 30, 
  2008   2007 
      
Cash flows from operating activities:      
Net loss   $ (2,700,026)  $ (881,844)
Adjustments to reconcile net loss to net 

cash (used in) provided by operating 
activities:      

Gain on sale of properties   (239,184)   (2,021,693)
Depreciation and amortization   1,850,435   2,701,756
Minority interest in income of  

subsidiaries   855,704   437,655
Increase in due to local general partners 

and affiliates   90,554   0
Decrease in due to general partner and 

affiliates   (999,813)   (1,084,609)
Increase in accounts payable    37,902   520,723
Increase in accrued interest payable   657,755   616,704
(Decrease) increase in security deposit 

payable   (12,909)   47,079
Decrease (increase) in other assets   41,210   (275,894)
Decrease in cash held in escrow   387,132   56,412
Total adjustments   2,668,786   998,133
 
Net cash (used in) provided by operating 

activities   (31,240)   116,289
 
Cash flows from investing activities:      
Acquisition of property and equipment   (16,098)   (294,902)
Proceeds from sale of properties   4,564,230   2,023,209
Costs paid relating to sale of properties   (223,374)   0
Increase in cash held in escrow   (1,004,542)   0
Increase in due to local general partners 

and affiliates   218,334   94,738
 
Net cash provided by investing activities  3,538,550   1,823,045



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows (continued) 
Increase (decrease) in Cash and Cash Equivalents 
(Unaudited) 
 
 
 
 

  
Six months Ended 

September 30, 
  2008   2007 
 
Cash flows from financing activities:      
Repayment of mortgage notes   (5,245,762)   (1,595,622)
Decrease in deferred costs   136,165   0
Decrease in due to local general partners and 

affiliates   (12,130)   0
Decrease in capitalization of consolidated 

subsidiaries attributable to minority interest   (67,607)   (125,095)
 
Net cash used in financing activities   (5,189,334)   (1,720,717)
 
Net (decrease) increase in cash and cash 

equivalents   (1,682,024)   218,617
 
Cash and cash equivalents at beginning of 

period   4,413,853   2,372,168
 
Cash and cash equivalents at end of period**  $ 2,731,829  $ 2,590,785
 
Summarized below are the components of the 

gain on sale of properties:      
Proceeds from sale of properties – net  $ 4,340,856  $ 2,023,209
Property and equipment, net of accumulated 

depreciation   (8,604,001)   (6,157,368)
Other assets   (171,450)   (2,063,220)
Cash held in escrow   (506,969)   (178,570)
Deferred costs   (20,255)   (51,595)
Mortgage notes payable   4,298,678   6,364,598
Accounts payable and other liabilities   337,409   2,110,439
Due to general partners and affiliates   85,000   0
Due to local general partners and affiliates   519,916   (25,800)
Capital Contribution – General Partner   (40,000)   0
 
** Cash and cash equivalents at end of period, includes cash and cash equivalents 

from discontinued operations of $399,099 and $473,731, respectively.   
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Notes to Consolidated Financial Statements 
September 30, 2008 (Unaudited) 
 
 
Note 1 - General 
 
The consolidated financial statements include the accounts of Indepen-
dence Tax Credit Plus L.P. (the “Partnership”) and twenty-three other 
limited partnerships (“subsidiary partnerships”, “subsidiaries” or “Local 
Partnerships”) owning leveraged apartment complexes (“Properties”) that 
are eligible for the low-income housing tax credit (“Tax Credit”).  The 
general partner of the Partnership is Related Independence Associates 
L.P., a Delaware limited partnership (the “General Partner”). Through the 
rights of the Partnership and/or an affiliate of the General Partner, which 
affiliate has a contractual obligation to act on behalf of the Partnership to 
remove the general partner of the subsidiary local partnerships (“Local 
General Partners”) and to approve certain major operating and financial 
decisions, the Partnership has a controlling financial interest in the sub-
sidiary partnerships. 
 
For financial reporting purposes, the Partnership’s fiscal quarter ends 
September 30.  All subsidiaries have fiscal quarters ending June 30.  
Accounts of the subsidiaries have been adjusted for intercompany trans-
actions from July 1 through September 30.  The Partnership’s fiscal quar-
ter ends September 30 in order to allow adequate time for the subsidiar-
ies’ financial statements to be prepared and consolidated. 
 
All intercompany accounts and transactions with the subsidiary partner-
ships have been eliminated in consolidation. 
 
Increases (decreases) in the capitalization of consolidated subsidiaries 
attributable to minority interest arise from cash contributions and cash 
distributions to the minority interest partners. 
 
Losses attributable to minority interest which exceed the minority inter-
ests’ investment in a subsidiary have been charged to the Partnership.  
Such losses aggregated approximately $4,000 and $0 and $14,000 and $0 
for the three and six months ended September 30, 2008 and 2007, respec-
tively.  The Partnership’s investment in each subsidiary is equal to the 
respective subsidiary’s partners’ equity less minority interest capital, if 
any.  In consolidation, all subsidiary partnership losses are included in the 
Partnership’s capital account except for losses allocated to minority inter-
est capital. 
 
Certain information and note disclosures normally included in financial 
statements prepared in accordance with accounting principles generally 
accepted in the United States of America (“GAAP”) have been omitted or 



Notes to Consolidated Financial Statements (continued) 
September 30, 2008 (Unaudited) 
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condensed. These condensed financial statements should be read in con-
junction with the financial statements and notes thereto included in the 
Partnership’s Annual Report on Form 10-K for the period ended March 
31, 2008. 
 
The books and records of the Partnership are maintained on the accrual 
basis of accounting in accordance with GAAP.  In the opinion of the 
General Partner, the accompanying unaudited financial statements contain 
all adjustments (consisting only of normal recurring adjustments) neces-
sary to present fairly the financial position of the Partnership as of Sep-
tember 30, 2008, the results of operations for the three and six months 
ended September 30, 2008 and 2007 and its cash flows for the six months 
ended September 30, 2008 and 2007.  However, the operating results and 
cash flows for the six months ended September 30, 2008 may not be 
indicative of the results for the year. 
 
Rental income is earned primarily under standard residential operating 
leases and is typically due the first day of each month, but can vary by 
property due to the terms of the tenant leases. Rental income is recog-
nized when earned and charged to tenants’ accounts receivable if not 
received by the due date.   Rental payments received in advance of the 
due date are deferred until earned. Rental subsidies are recognized as 
rental income during the month in which it is earned.  
 
Other revenues are recorded when earned and consist of the following 
items:  Interest income earned on cash and cash equivalent balances and 
cash held in escrow balances, income from forfeited security deposits, 
late charges, laundry and vending income and other rental related items.  
 
Recent Accounting Pronouncements 
 
In December 2007, the FASB issued SFAS No. 160, Non-controlling 
Interests in Consolidated Financial Statements. This statement was issued 
with the intent to improve the relevance, comparability, and transparency 
of the financial information that a reporting entity provides in its consoli-
dated financial statements for those entities that have outstanding non-
controlling interest in one or more subsidiaries.  The effective date for 
this provision is for fiscal years beginning after December 15, 2008.  The 
Partnership is currently evaluating the impact of the provisions of this 
statement on the consolidated financial statements. 
 
In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Gener-
ally Accepted Accounting Principles (“SFAS No. 162”).  SFAS No. 162 
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identifies the sources of accounting principles and the framework for 
selecting the principles to be used in the preparation of financial state-
ments of non-governmental entities that are presented in conformity with 
generally accepted accounting principles.  SFAS No. 162 directs the 
hierarchy to the entity, rather than the independent auditors, as the entity 
is responsible for selecting accounting principles for financial statements 
that are presented in conformity with generally accepted accounting prin-
ciples.  The standard is effective 60 days following Securities and Ex-
change Commission (“SEC”) approval of the Public Company Account-
ing Oversight Board (“PCAOB”) amendments to remove the hierarchy of 
generally accepted accounting principles from the auditing standards.  
SFAS No. 162 is not expected to have an impact on the Partnership’s 
consolidated financial statements.    
 
 
NOTE 2 – Related Party Transactions 
 
An affiliate of the General Partner, Independence SLP L.P., has either a 
0.1% or 1% interest as a special limited partner in each of the Local Part-
nerships. An affiliate of the General Partner also has a minority interest in 
certain Local Partnerships. 
 
As of September 30, 2008 and March 31, 2008, the Partnership owes an 
affiliate of the General Partner approximately $2,452,000 and $2,953,000, 
respectively, for operating advances.  These advances are non-interest 
bearing and have no set repayment terms.  The Partnership has advanced 
monies to one Local Partnership to fund its operations.  As of September 
30, 2008 and March 31, 2008 the advances from the Partnership to the 
Local Partnership amounted to approximately $5,170,000 and 
$5,100,000, respectively. 
 
The General Partner and its affiliates perform services for the Partnership.  
The costs incurred from operations to related parties for the three and six 
months ended September 30, 2008 and 2007 were as follows: 
 



Notes to Consolidated Financial Statements (continued) 
September 30, 2008 (Unaudited) 
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Three Months Ended 

September 30,
Six Months Ended 

September 30,
 2008 2007* 2008 2007*
 
Partnership management fees (a) $ 209,000 $ 220,000 $ 418,000 $ 440,000
Expense reimbursement (b) 55,729 54,436 110,920 86,273
Local administrative fee (c) 4,875 4,875 9,750 9,750
Total general and administrative-

General Partner 269,604 279,311 538,670 536,023
Property management fees incurred to 

affiliates of the subsidiary partner-
ships' general partners (d) 126,074 120,704 249,511 249,511

Total general and administrative-related 
parties $ 395,678 $ 400,015 $ 788,181 $ 785,534

 
* Reclassified for comparative purpose.  
 
 
The General Partner and its affiliates perform services for the Partnership.  
The costs incurred from discontinued operations to related parties for the 
three and six months ended September 30, 2008 and 2007 were as fol-
lows: 
 

 
Three Months Ended 

September 30,
Six Months Ended 

September 30,
 2008 2007* 2008 2007*
 
Local administrative fee (c) $ 6,250 $ 8,750 $ 12,500 $ 17,500
Property management fees incurred to 

affiliates of the General Partner (d) 42,047 44,469 87,829 88,937
Total general and administrative-

General Partner 48,297 53,219 100,329 106,437
Property management fees incurred to 

affiliates of the subsidiary partner-
ships' general partners (d) 72,177 119,022 165,259 249,308

Total general and administrative-related 
parties $ 120,474 $ 172,241 $ 265,588 $ 355,745

 
* Reclassified for comparative purpose.  
 
 
(a)  The General Partner is entitled to receive a partnership management 
fee, after payment of all Partnership expenses, which together with the 
annual local administrative fees will not exceed a maximum of 0.5% per 
annum of invested assets (as defined in the Partnership’s Amended and 
Restated Agreement of Limited Partnership (the “Partnership Agree-
ment”)), for administering the affairs of the Partnership.  Subject to the 
foregoing limitation, the partnership management fee will be determined 
by the General Partner in its sole discretion based upon its review of the 
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Partnership’s investments.  Unpaid partnership management fees for any 
year have been accrued without interest and will be payable only to the 
extent of available funds after the Partnership has made distributions to 
the limited partners of sale or refinancing proceeds equal to their original 
capital contributions plus a 10% priority return thereon (to the extent not 
theretofore paid out of cash flow). Partnership management fees owed to 
the General Partner amounting to approximately $9,646,000 and 
$9,228,000 were accrued and unpaid as of September 30, 2008 and March 
31, 2008.  Without the General Partner’s advances and continued accrual 
without payment of certain fees and expense reimbursements, the Partner-
ship would not be in a position to meet its obligations.    
 
(b)  The Partnership reimburses the General Partner and its affiliates for 
actual Partnership operating expenses incurred by the General Partner and 
its affiliates on the Partnership’s behalf. The amount of reimbursement 
from the Partnership is limited by the provisions of the Partnership 
Agreement.  Another affiliate of the General Partner performs asset moni-
toring for the Partnership. These services include site visits and evalua-
tions of the subsidiary partnerships’ performance.  Expense reimburse-
ments owed to the General Partner and its affiliates amounting to approx-
imately $903,000 and $1,825,000 were accrued and unpaid as of Septem-
ber 30, 2008 and March 31, 2008, respectively.   
 
(c)  Independence SLP L.P. is entitled to receive a local administrative fee 
of up to $2,500 per year from each subsidiary partnership. 
 
(d)  Property management fees incurred by subsidiary partnerships 
amounted to $289,981 and $366,204 and $595,504 and $726,365 for the 
three and six months ended September 30, 2008 and 2007, respectively.  
Of these fees $198,251 and $239,726 and $414,770 and $498,819 were 
incurred to affiliates of the Local General Partners which includes 
$72,177 and $119,022 and $165,259 and $249,308 of these fees relating 
to discontinued operations.  In addition $42,047 and $44,469 and $87,829 
and $88,937 were incurred to affiliates of the Partnership, all of which 
related to discontinued operations.   
 
Pursuant to the Partnership Agreement and the partnership agreements of 
the Local Partnerships (the “Local Partnership Agreements”), the General 
Partner and Independence SLP L.P. received their prorata share of profits, 
losses and tax credits. 
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NOTE 3 – Fair Value Measurements 
 
In the first quarter of 2008, we adopted SFAS No. 157, “Fair Value Mea-
surements”, for financial assets and liabilities.  This standard defines fair 
value, provides guidance for measuring fair value and requires certain 
disclosures.  This standard does not require any new fair value measure-
ments, but discusses valuation techniques, such as the market approach 
(comparable market prices), the income approach (present value of future 
income or cash flow), and the cost approach (cost to replace the service 
capacity of an asset or replacement cost).  The statement provides for a 
fair value hierarchy that prioritizes the inputs to valuation techniques used 
to measure fair value into three broad levels.  The following is a brief 
description of those three levels: 
 

Level 1: Observable inputs such as quoted prices (unadjusted) in 
active markets for identical assets or liabilities. 

 
Level 2: Inputs other than quoted prices that are observable for the 

asset or liability, either directly or indirectly.  These in-
clude quoted prices for similar assets or liabilities in active 
markets and quoted prices for identical or similar assets or 
liabilities in markets that are not active.   

 
Level 3: Unobservable inputs that reflect our own assumptions.   

 
As permitted, we chose not to elect the fair value option as prescribed by 
FASB SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities” – Including an Amendment of FASB Statement 
No. 115, for our financial assets and liabilities that had not been previous-
ly carried at fair value.  Therefore, we did not elect to fair value any addi-
tional items under SFAS No. 159.  We, in accordance with Financial 
Accounting Standards Board Staff Position No. 157-2, “The Effective 
Date of FASB Statement No. 157”, will defer application on SFAS No. 
157 for nonfinancial assets and nonfinancial liabilities until first quarter 
2009. 
 
The estimated fair value of financial instruments has been determined 
using available market information or other appropriate valuation metho-
dologies.  However, considerable judgment is required in interpreting 
market data to develop estimates of fair value.  Consequently, the esti-
mates are not necessarily indicative of the amounts that could be realized 
or would be paid in a current market exchange.  At September 30, 2008, 
the carrying amount of the Partnership’s mortgage notes payable approx-
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imated fair value as their contractual interest rates approximated market 
yields for similar debt instruments.   
 

  At September 30, 2008  

Fair Value Measurements at  
September 30, 2008 using  

Fair Value Hierarchy 
  Cost  Fair Value  Level 1  Level 2  Level 3 

 
LIABILITIES:      

Mortgage notes  $ 61,266,176 $ 61,266,176 $ 0 $ 0 $ 61,266,176

 
 
NOTE 4 – Sale of Property 
 
The Partnership is currently in the process of disposing of its investments.  
It is anticipated that this process will take a number of years.  As of Sep-
tember 30, 2008, the Partnership has sold its limited partnership interest 
in seven Local Partnerships, the property and the related assets and lia-
bilities of two Local Partnerships and has transferred the deed to the 
property and the related assets and liabilities of one Local Partnership.  In 
addition, as of September 30, 2008, four Local Partnerships have entered 
into agreements to sell their property and the related assets and liabilities 
and the Partnership has entered into an agreement to sell its limited part-
nership interest in one Local Partnership (see Note 5).  Subsequently, the 
Partnership sold its limited partnership interest in two of these Local 
Partnerships (see Note 8).  There can be no assurance as to when the 
Partnership will dispose of its remaining investments or the amount of 
proceeds which may be received.  However, based on the historical oper-
ating results of the Local Partnerships and the current economic condi-
tions, including changes in tax laws, it is unlikely that the proceeds from 
such sales received by the Partnership will be sufficient to return to the 
limited partners their original investment.   
 
On August 22, 2008, the Partnership sold its limited partnership interest 
in Lares Apartments Limited Partnership (“Lares”) to the Local General 
Partner for a sales price of $125,000.  The sale will result in a gain of 
approximately $684,000 resulting from the write-off of the deficit basis in 
the Local Partnership at the date of the sale of approximately $570,000 
and the receipt of $125,000 in cash from the sale, which will be recog-
nized during the quarter ending December 31, 2008.   
 
On August 22, 2008, the Partnership sold its limited partnership interest 
in Lajas Apartments Limited Partnership (“Lajas”) to the Local General 
Partner for a sales price of $121,250.  The sale will result in a gain of 
approximately $680,000, resulting from the write-off of the deficit basis 
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in the Local Partnership at the date of the sale of approximately $570,000 
and the receipt of $121,730 in cash from the sale, which will be recog-
nized during the quarter ending December 31, 2008.   
 
On May 6, 2008, the Partnership sold its limited partnership interest in 
Susquehanna Partners (“Susquehanna”) to an affiliate of the Local Gen-
eral Partner for a sales price of $1.  During the quarter ended March 31, 
2008, in accordance with Statement of Financial Accounting Standards 
No. 144 (“SFAS No. 144”) Accounting for the Impairment of Disposal of 
Long-Lived Assets, the Partnership deemed the building impaired and 
wrote it down to its fair value, which resulted in a loss on impairment of 
$630,000.   The sale resulted in a loss of approximately $49,000, result-
ing from the write-off of the basis in the Local Partnership of approx-
imately $49,000 at the date of the sale.  The sale also resulted in a non-
cash contribution to the Local Partnership from the General Partner of 
approximately $40,000 as a result of write-off of the fees owed by the 
Local Partnership to an affiliate of the General Partner.   
 
On April 1, 2008, the Partnership sold its limited partnership interest in 
Landreth Venture (“Landreth”) to the Local General Partner for a sales 
price of $17,500.  During the quarter ended March 31, 2008, in accor-
dance with SFAS No. 144, the Partnership deemed the building impaired 
and wrote it down to its fair value, resulting in a loss in impairment of 
$730,000.  The sale resulted in a gain of approximately $10,000, resulting 
from the write-off of the basis in the Local Partnership at the date of the 
sale of approximately $7,000 and the $17,500 cash received from the 
sale.   
 
On March 20, 2008, the property and related assets and liabilities of 
Homestead Apartments Associates Ltd. (“Homestead”) were sold to an 
unaffiliated third party purchaser for a sales price of $4,000,000.  The 
Partnership received $32,500 as a distribution from this sale after the 
repayment of the mortgages, other liabilities and closing costs of approx-
imately $3,967,500.  The sale resulted in a gain of approximately $75,000 
resulting from the write-off of the deficit basis in the property at the date 
of sale, which was recorded during the quarter ended March 31, 2008.  
An adjustment to the gain of approximately $298,000 was recorded dur-
ing the quarter ended September 30, 2008, resulting in an overall gain of 
approximately $373,000.   
 
On March 29, 2007, the Partnership sold its limited partnership interest in 
P.S. 157 Associates, L.P. (“P.S. 157”) to the Local General Partner for a 
sales price of $1,996,490.  The sale resulted in a gain of approximately 
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$2,010,000 resulting from the write-off of the deficit basis in the Local 
Partnership of approximately $13,000 at the date of the sale and the 
$2,023,209 cash received from the sale.  An adjustment to the gain of 
approximately $6,000 was recorded during the quarter ended March 31, 
2008, resulting in an overall gain of approximately $2,016,000.   
 
 
NOTE 5 – Assets Held for Sale 
 
On July 3, 2008, the Partnership entered into an assignment and assump-
tion agreement to sell its limited partnership interest in Lancaster Terrace 
Limited Partnership (“Lancaster Terrace”) to the Local General Partner 
for a sales price of $1,564,990.  The sales documents were executed and 
the initial deposit funds were being held in escrow.  Lancaster Terrace 
was being held as an asset held for sale since the quarter ended Septem-
ber 30, 2007.  Subsequently on October 21, 2008, the Partnership sold its 
limited partnership interest in Lancaster (see Note 8).   
 
On May 9, 2008, Creative Choice Homes II, Ltd. (“Opa-Locka”) entered 
into a purchase and sale agreement to sell the property and the related 
assets and liabilities to an unaffiliated third party purchaser for a sales 
price of $17,000,000.  The sales documents have been executed and the 
initial deposit funds are being held in escrow.  No assurance can be given 
that the sale will actually occur.  The closing is expected to occur by the 
end of 2008.  As of June 30, 2008, Opa-Locka had property and equip-
ment, at cost, of approximately $22,070,000, accumulated depreciation of 
approximately $7,945,000 and mortgage debt of approximately 
$5,895,000. 
 
On April 18, 2008, Rolling Green Associates, L.P. (“Rolling Green”) 
entered into a purchase and sale agreement to sell the property and the 
related assets and liabilities to an unaffiliated third party purchaser for a 
sales price of $14,000,000.  The sales documents have been executed and 
the initial deposit funds are being held in escrow.  No assurance can be 
given that the sale will actually occur.  The closing is expected to occur 
by the end of 2008.  As of June 30, 2008, Rolling Green had property and 
equipment, at cost, of approximately $22,311,000, accumulated deprecia-
tion of approximately $11,734,000 and mortgage debt of approximately 
$10,994,000. 
 
On April 1, 2008, Homestead Apartments Associates II Ltd. (“Homestead 
II”) entered into a purchase and sale agreement to sell the property and 
the related assets and liabilities to an unaffiliated third party purchaser for 
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a sales price of $4,000,000.  The sales documents have been executed and 
the initial deposit funds are being held in escrow.  No assurance can be 
given that the sale will actually occur.  The closing is expected to occur 
by the end of 2008.  As of June 30, 2008, Homestead II had property and 
equipment, at cost, of approximately $5,594,000, accumulated deprecia-
tion of approximately $1,978,000 and mortgage debt of approximately 
$3,188,000. 
 
On March 31, 2008, the Partnership entered into an assignment and as-
sumption agreement to sell its limited partnership interest in Bethel Villa 
Associates, L.P. (“Bethel Villa”) to the Local General Partner for a sales 
price of $750,000.  The sales documents were executed, and the initial 
deposit funds of $300,000 were received by the Partnership during the 
quarter ended June 30, 2008, which is included in accounts payable - 
operations.  The sale required HUD approval.  During the quarter ended 
March 31, 2008, in accordance with Statement of Financial Accounting 
Standards No. 144 (“SFAS No. 144”) Accounting for the Impairment of 
Disposal of Long-Lived Assets, the Partnership deemed the building im-
paired and wrote it down to its fair value, which resulted in a loss on 
impairment of $5,000,000.  Bethel Villa was being held as an asset held 
for sale as of March 31, 2008.  Subsequently on October 17, 2008, the 
Partnership sold its limited partnership interest in Bethel Villa (see Note 
8).   
 
 
NOTE 6 – Discontinued Operations 
 
The following table summarizes the financial position of the Local Part-
nerships that are classified as discontinued operations because the respec-
tive Local Partnerships were sold or under contract to be sold, and, there-
fore, classified as assets held for sale.  As of September 30, 2008, Lares, 
Lajas, Landreth and Susquehanna, which were sold during the current 
year, Homestead, which was sold during the year ended March 31, 2008,  
and Bethel Villa, Homestead II, Lancaster, Rolling Green and Opa-Locka, 
which were classified as assets held for sale, were all classified as discon-
tinued operations on the consolidated balance sheets.  As of March 31, 
2008, Homestead and Harbor Court, which were sold during the year 
ended March 31, 2008 and Bethel Villa and Lancaster, which were classi-
fied as assets held for sale, were all classified as discontinued operations 
in the consolidated balance sheets.   
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Consolidated Balance Sheets: 
 

 
September 30,

2008
 March 31, 

2008
 
Assets 

 

Property and equipment – less  
accumulated depreciation of 
$32,926,542 and $9,242,996,  
respectively $ 37,443,313 $ 6,378,404

Cash and cash equivalents 399,099 357,703
Cash held in escrow 7,286,942 3,028,816
Deferred costs, net of accumulated  

amortization of $1,540,006 and 
$732,911, respectively 427,110 191,630

Other assets 573,133 213,732
Total assets $ 46,129,597 $ 10,170,285
 
Liabilities 

Mortgage notes payable $ 32,402,514 $ 7,478,590
Accounts payable  3,294,310 291,398
Accrued interest payable 878,839 516,823
Security deposit payable 269,588 127,418
Due to local general partners and affiliates 11,151,384 222,169
Due to general partners and affiliates 5,336,819 45,000
Minority interest (1,302,732) (471,908)

Total liabilities $ 52,030,722 $ 8,209,490
 
 
The following table summarizes the results of operations of the Local 
Partnerships that are classified as discontinued operations.  For the three 
and six months ended September 30, 2008, Lares, Lajas, Landreth and 
Susquehanna, which were sold during the current year, Homestead, which 
was sold during the year ended March 31, 2008, and Bethel Villa, Homes-
tead II, Lancaster, Rolling Green and Opa-Locka, which are classified as 
assets held for sale, were all classified as discontinued operations in the 
consolidated financial statements.  For the three and six months ended 
September 30, 2007, P.S. 157, which was sold during the year ended 
March 31, 2007, Homestead and Lancaster, which was classified as an 
asset held for sale, Harbor Court, Beamont and Hampden Hall, which 
were sold during the year ended March 31, 2008, Old Public, which trans-
ferred its deed to the property and related assets and liabilities during the 
year ended March 31, 2008, and in order to present comparable results to 
the three and six months ended September 30, 2008, Lares, Lajas, Lan-
dreth, Susquehanna, Bethel Villa, Homestead II, Rolling Green and Opa-
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Locka were all classified as discontinued operations in the consolidated 
financial statements.   
 
Consolidated Statements of Discontinued Operations: 
 

 
Three Months Ended 

September 30,
Six Months Ended 

September 30,
 2008 2007* 2008 2007*
 
Revenues 
 
Rental income $ 2,683,003 $ 3,852,216 $ 5,670,642 $ 7,468,077
Other  118,810 (36,991) 234,036 206,611
Gain on sale of property 203,863 0 239,184 2,021,693
 
Total revenue 3,005,676 3,815,225 6,143,862 9,696,381
 
Expenses 
 
General and administrative 626,955 746,822 1,372,092 1,719,672
General and administrative-related 

parties (Note 2) 120,474 172,241 265,588 355,745
Repairs and maintenance 512,828 634,465 1,024,710 1,185,994
Operating and other 211,834 378,732 526,774 852,025
Real estate taxes 236,769 246,019 502,014 510,326
Insurance 207,856 288,178 480,035 569,056
Interest 494,120 602,008 1,044,075 1,239,635
Depreciation and amortization 181,298 750,288 762,988 1,607,883
 
Total expenses 2,592,134 3,818,753 5,978,276 8,040,336
 
Income (loss) from discontinued 

operations before minority interest 413,542 (3,528) 165,586 1,656,045
 
Minority interest in loss of subsidiaries 

from discontinued operations (2,729) (1,698) (873,858) (450,497)
 
Income (loss) from discontinued 

operations $ 410,813 $ (5,226) $ (708,272) $ 1,205,548
 
Income (loss) – limited partners from 

discontinued operations $ 406,705 $ (5,174) $ (701,189) $ 1,193,492
 
Number of BACs outstanding 76,786 76,786 76,786 76,786
 
Income (loss) from discontinued 

operations $ 5.30 $ (0.07) $ (9.13) $ 15.54

 
* Reclassified for comparative purposes. 
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Cash flows from Discontinued Operations: 
 

Six Months Ended 
September 30,

2008  2007* 
 
Net cash provided by operating activities $ 1,319,338 $ 1,910,353
 
Net cash provided by investing activities $ 3,521,970 $ 1,494,595
 
Net cash used in financing activities $ (4,777,167) $ (1,203,504)
 
* Reclassified for comparative purposes. 
 
 
NOTE 7 – Commitments and Contingencies 
 
a)  Subsidiary Partnerships – Going Concern 
 
Creative Choice Homes II L.P. (“Opa-Locka”) 
 
Opa-Locka is in default on its third and fourth mortgage notes, which 
were incurred to affiliates of the Local General Partner.  The Local Gen-
eral Partner has not sent a notice of default with respect to the notes as of 
the year ended March 31, 2008 and will be unable to call the notes until 
the first and second mortgage notes, which are current, are paid in full.   
 
The Partnership’s investment in Opa-Locka at September 30, 2008 and 
March 31, 2008 was reduced to zero as a result of prior years’ losses, and 
the minority interest balance was zero at each date.  Opa-Locka’s net 
(loss) income after minority interest amounted to approximately 
$(142,000) and $95,000 for the six months ended September 30, 2008 
and 2007, respectively.   
 
Opa-Locka has also continued to incur significant operating losses result-
ing, in part, from the effects of a major hurricane, which created addition-
al losses.  These conditions raise substantial doubt about Opa-Locka’s 
ability to continue as a going concern.  The ability for Opa-Locka to 
continue as a going concern is based on the Local General Partner’s con-
tinuing ability to fund operating losses and insurance proceeds to cover 
the damages to the Property.  This condition is alleviated in part by the 
fact that the property has had positive operating cash flow for the past 
several years.   
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In October 2005, Opa-Locka suffered property damage and business 
interruption due to a severe hurricane.  Opa-Locka contracted to complete 
repairs and renovations of the buildings damaged for a cost of 
$7,789,000.  Opa-Locka expects to be reimbursed by insurance proceeds 
in the amount of approximately $4,420,000.  As of September 30, 2008, 
$4,000,000 of insurance proceeds has been received by the mortgage 
company which is acting as administrator and trustee of the funds.  A 
balance of $4,061,787 remains payable to the construction company as of 
September 30, 2008 related to the rehabilitation. In addition, during the 
year ended December 31, 2007, $2,309,923 was incurred by Opa-Locka 
as costs from hurricane events in excess of insurance proceeds received.  
 
The above circumstances have called into question the recoverability of 
the carrying amounts of the building.  As a result, during the year ended 
March 31, 2007, pursuant to SFAS 144, Accounting for the Impairment 
or Disposal of Long-Lived Assets, impairment loss of $1,164,864, was 
recognized on the building and improvements.  On May 9, 2008, Opa-
Locka entered into a purchase and sale agreement to sell its property and 
related liabilities to an unaffiliated third party purchaser (see Note 5).   
 
Morrant Bay Limited Partnership (“Morrant Bay”) 
Morrant Bay has been experiencing higher operating costs, attributable in 
part to escalating energy and repair costs.  These conditions, in addition 
to regulatory rent restrictions imposed under HUD guidelines, has re-
sulted in operating cash flow not meeting all current obligations as they 
become due.  At June 30, 2008, current liabilities exceed current assets by 
approximately $368,000.  This raises doubt as to whether Morrant Bay 
will be able to continue as a going concern.  Management continually 
monitors operating costs and will request additional rent increases when 
allowed by HUD.  Additionally, management is in the process of evaluat-
ing refinancing plans.   
 
The Partnership’s investment in Morrant Bay at September 30, 2008 and 
March 31, 2008 was reduced to zero as a result of prior years’ losses and 
the minority interest balance was approximately $228,000 at each date.  
Morrant Bay’s net loss after minority interest amounted to approximately 
$218,000 and $452,000 for the six months ended September 30, 2008 and 
2007, respectively.   
 
Boston Bay Limited Partnership (“Boston Bay”) 
Boston Bay has been experiencing higher operating costs, attributable in 
part to escalating energy and repair costs.  These conditions, in addition 
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to regulatory rent restrictions imposed under HUD guidelines, has re-
sulted in operating cash flow not meeting all current obligations as they 
become due.  At June 30, 2008, current liabilities exceed current assets by 
approximately $222,000.  This raises doubt as to whether Boston Bay 
will be able to continue as a going concern.  Management continually 
monitors operating costs and will request additional rent increases when 
allowed by HUD.  Additionally, management is in the process of evaluat-
ing refinancing plans.   
 
The Partnership’s investment in Boston Bay at September 30, 2008 and 
March 31, 2008 was reduced to zero as a result of prior years’ losses and 
the minority interest balance was approximately $87,000 at each date.  
Boston Bay’s net loss after minority interest amounted to approximately 
$260,000 and $286,000 for the six months ended September 30, 2008 and 
2007, respectively.   
 
b)  Uninsured Cash and Cash Equivalents 
 
The Partnership maintains its cash and cash equivalents in various banks. 
Accounts at each bank are guaranteed by the Federal Deposit Insurance 
Corporation up to $250,000.  
 
c)  Cash Distributions 
 
Cash distributions from the Local Partnerships to the Partnership are 
restricted by the provisions of the respective partnership agreements of 
the Local Partnerships and the U.S. Department of Housing and Urban 
Development (“HUD”) based on operating results and a percentage of the 
owner’s equity contribution.  Such cash distributions are typically made 
for surplus cash flow.   
 
d)  Other 
 
The Partnership is subject to the risks incident to potential losses arising 
from the management and ownership of improved real estate.  The Part-
nership can also be affected by poor economic conditions generally; 
however, no more than 17% of the properties are located in any single 
state. There are also substantial risks associated with owning properties 
receiving government assistance; for example, the possibility that Con-
gress may not appropriate funds to enable HUD to make rental assistance 
payments. HUD also restricts annual cash distributions to partners based 
on operating results and a percentage of the owner’s equity contribution. 
The Partnership cannot sell or substantially liquidate its investments in 
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subsidiary partnerships during the period that the subsidy agreements are 
in existence without HUD’s approval. Furthermore, there may not be 
market demand for apartments at full market rents when the rental assis-
tance contracts expire. 
 
The Partnership and BACs holders began to recognize Tax Credits with 
respect to an Apartment Complex when the Credit Period for such 
Apartment Complex commenced. Because of the time required for the 
acquisition, completion and rent-up of Apartment Complexes, the amount 
of Tax Credits per BAC gradually increased over the first three years of 
the Partnership. Tax Credits not recognized in the first three years will be 
recognized in the 11th through 13th years.  As of December 31, 2006, all 
Credit Periods have expired except for one Local Partnership which has 
an extended Credit Period.  This Local Partnership will receive $11,579 
in Tax Credits through December 31, 2008 and then smaller amounts 
through 2011.  The Compliance Periods will continue through December 
31, 2016 with respect to the Properties depending upon when the Tax 
Credit Periods commenced.   
 
 
NOTE 8 – Subsequent Events 
 
On October 17, 2008, the Partnership sold its limited partnership interest 
in Bethel Villa to the Local General Partner for a sales price of $750,000.  
The sale will result in a gain of approximately $47,000 resulting from the 
write-off of the basis in the Local Partnership of approximately $703,000 
at the date of the sale and the receipt of $750,000 in cash from the sale, 
which will be recognized during the quarter ending December 31, 2008.   
 
On October 21, 2008, the Partnership sold its limited partnership interest 
in Lancaster Terrace to the Local General Partner for a sales price of 
$1,564,990.  The sale will result in a gain of approximately $909,000 
resulting from the write-off of the basis in the Local Partnership of ap-
proximately $656,000 at the date of the sale and the receipt of $1,564,190 
in cash from the sale, which will be recognized during the quarter ending 
December 31, 2008.   
 
 
 



 

  
- 24 - 

Management's Discussion and Analysis of Financial 
Condition and Results of Operations 
(Summarized from Form 10-Q as filed with the Securities and Exchange 
Commission.  A copy is available upon written request) 
 
Liquidity and Capital Resources 
 
The Partnership’s capital was originally invested in twenty-eight Local 
Partnerships.  As of September 30, 2008, the Partnership has sold its 
limited partnership interest in seven Local Partnerships, the property and 
the related assets and liabilities of two Local Partnerships and has trans-
ferred the deed to the property and the related assets and liabilities of one 
Local Partnership.  In addition, as of September 30, 2008, four Local 
Partnerships have entered into agreements to sell their property and the 
related assets and liabilities and the Partnership entered into an agreement 
to sell its limited partnership interest in one Local Partnerships (see Note 
5).  Subsequently, the Partnership sold its limited partnership interest in 
two of these Local Partnerships (see Note 8).   
 
Short-Term 
 
The Partnership’s primary sources of funds include:  (i) working capital 
reserves; (ii) interest earned on the working capital reserves; (iii) cash 
distributions from operations of the Local Partnerships; and (iv) sales 
proceeds and distributions.  Such funds are available to meet the obliga-
tions of the Partnership.  During the six months ended September 30, 
2008 and 2007, distributions from operations of the Local Partnerships 
amounted to approximately $65,000 and $53,000, respectively.  In addi-
tion, during the six months ended September 30, 2008 and 2007, distribu-
tions from the sales of properties and their related assets and liabilities 
amounted to $32,500 and $0.  Additionally, during the six months ended 
September 30, 2008 and 2007, the Partnership received approximately 
$564,000 and $2,977,000 of proceeds from the sale of limited partnership 
interests.   
 
Cash and cash equivalents of the Partnership and its consolidated subsidi-
ary partnerships decreased approximately ($1,682,000) during the six 
months ended September 30, 2008 due to net cash used in operating ac-
tivities ($31,000), costs paid relating to sale of properties ($223,000), 
repayments of mortgage notes ($5,246,000), an increase in cash held in 
escrow ($1,005,000), a decrease in due to local general partners and affil-
iates relating to financing activities ($12,000), acquisitions of property 
and equipment ($16,000) and a decrease in capitalization of consolidated 
subsidiaries attributable to minority interest ($68,000).  Such outflows 
exceeded proceeds from sale of properties ($4,564,000), an increase in 
due to local general partners and affiliates relating to investing activities 
($218,000) and a decrease in deferred costs ($136,000).  Included in the 
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adjustments to reconcile the net loss to net cash used in operating activi-
ties are gain on sale of properties ($239,000) and depreciation and amor-
tization ($1,850,000).   
 
Total expenses from operations for the three and six months ended Sep-
tember 30, 2008 and 2007, excluding depreciation and amortization, 
interest and general and administrative–related parties, totaled $1,735,978 
and $1,680,272 and $3,608,735 and $3,664,052, respectively.   
 
Accounts payable as of September 30, 2008 and March 31, 2008 totaled 
$1,273,679 and $3,914,793, respectively. Accounts payable are short term 
liabilities which are expected to be paid from operating cash flows, work-
ing capital balances at the Local Partnership level, Local General Partner 
advances and in certain circumstances advances from the Partnership.  
The Partnership believes it (and the applicable Local Partnerships except 
as noted in Item 1, Note 7) has sufficient liquidity and ability to generate 
cash and to meet existing and known or reasonably likely future cash 
requirements over both the short and long term.  In addition, accounts 
payable from discontinued operations, as of September 30, 2008 and 
March 31, 2008, totaled $3,294,310 and $291,398, respectively.   
 
Accrued interest payable as of September 30, 2008 and March 31, 2008 
totaled $11,060,461 and $11,332,434, respectively. Accrued interest 
payable represents the accrued interest on all mortgage loans, which 
include primary and secondary loans. Certain secondary loans have provi-
sions such that interest is accrued but not payable until a future date.  The 
Partnership anticipates the payment of accrued interest on the secondary 
loans (which make up the majority of the accrued interest payable 
amount) and which have been accumulating since the Partnership’s in-
vestment in the respective Local Partnership) will be made from future 
refinancings or sales proceeds of the respective Local Partnerships. In 
addition, each Local Partnership’s mortgage notes are collateralized by 
the land and buildings of the respective Local Partnership, and are with-
out further recourse to the Partnership.  In addition, accrued interest pay-
able from discontinued operations, as of September 30, 2008 and March 
31, 2008, totaled $878,839 and $516,823, respectively.   
 
The working capital reserve at September 30, 2008 was approximately 
$1,782,000 at the Partnership level. 
 
The Partnership is not expected to have access to additional sources of 
financing.   
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Long-Term 
 
Partnership management fees owed to the General Partner amounting to 
approximately $9,646,000 and $9,228,000 were accrued and unpaid as of 
September 30, 2008 and March 31, 2008, respectively.  Without the Gen-
eral Partner’s advances and continued accrual without payment of certain 
fees and expense reimbursements, the Partnership would not be in a posi-
tion to meet its obligations.    
 
For a discussion of contingencies affecting certain Local Partnerships, see 
Item 1, Note 7.  Since the maximum loss the Partnership would be liable 
for is its net investment in the Local Partnerships, the resolution of any 
existing contingency is not anticipated to impact future results of opera-
tions, liquidity or financial condition in a material way. However, the 
Partnership’s loss of its investment in a Local Partnership will eliminate 
the ability to generate future Tax Credits from such Local Partnership and 
may also result in recapture of Tax Credits if the investment is lost before 
the expiration of the compliance period. 
 
The Local Partnerships are impacted by inflation in several ways. Infla-
tion allows for increases in rental rates generally to reflect the impact of 
higher operating and replacement costs. Furthermore, inflation generally 
does not impact the fixed long-term financing under which real property 
investments were purchased. Inflation also affects the Local Partnerships 
adversely by increasing operating costs, such as fuel, utilities, and labor.  
Since revenues from sales of assets are driven by market conditions, 
inflation has little impact on sales.   
 
Management is not aware of any trends or events, commitments or uncer-
tainties, which have not otherwise been disclosed, that will or are likely to 
impact liquidity in a material way. Management believes the only impact 
would be from laws that have not yet been adopted. The portfolio is di-
versified by the location of the Properties around the United States so that 
if one area of the country is experiencing downturns in the economy, the 
remaining Properties in the portfolio may be experiencing upswings. 
However, the geographic diversification of the portfolio may not protect 
against a general downturn in the national economy. The Partnership has 
fully invested the proceeds of its offering in twenty-eight Local Partner-
ships, all of which have their Tax Credits fully in place.  The Tax Credits 
are attached to the property for a period of ten years (“Credit Period”), 
and are transferable with the Property during the remainder of the ten-
year period.  If trends in the real estate market warranted the sale of a 
Property, the remaining Tax Credits would transfer to the new owner, 
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thereby adding value to the Property on the market. However, such value 
declines each year and is not included in the financial statement carrying 
amount.  As of December 31, 2006, all Credit Periods have expired ex-
cept for one Local Partnership which has an extended Credit Period.  This 
Local Partnership will receive $11,579 in Tax Credits through December 
31, 2008 and then smaller amounts through 2011.  The Compliance Pe-
riods will continue through December 31, 2016 with respect to the Prop-
erties depending upon when the Tax Credit Periods commenced.   
 
Off-Balance Sheet Arrangements 
The Partnership has no off-balance sheet arrangements. 
 
Tabular disclosure of Contractual Obligations 
The Partnership discloses in Item 7 of the Partnership’s Annual Report on 
Form 10-K for the year ended March 31, 2008, the Partnership’s com-
mitments to make future payments under its debt agreements and other 
contractual obligations.  There are no material changes to such disclosure 
or amounts as of September 30, 2008.   
 
Fair Value Measurements 
 
In the first quarter of 2008, we adopted SFAS No. 157, “Fair Value Mea-
surements”, for financial assets and liabilities.  This standard defines fair 
value, provides guidance for measuring fair value and requires certain 
disclosures.  This standard does not require any new fair value measure-
ments, but discusses valuation techniques, such as the market approach 
(comparable market prices), the income approach (present value of future 
income or cash flow), and the cost approach (cost to replace the service 
capacity of an asset or replacement cost).  The statement provides for a 
fair value hierarchy that prioritizes the inputs to valuation techniques used 
to measure fair value into three broad levels.  The following is a brief 
description of those three levels: 
 

Level 1: Observable inputs such as quoted prices (unadjusted) in 
active markets for identical assets or liabilities. 

 
Level 2: Inputs other than quoted prices that are observable for the 

asset or liability, either directly or indirectly.  These in-
clude quoted prices for similar assets or liabilities in active 
markets and quoted prices for identical or similar assets or 
liabilities in markets that are not active.   
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Level 3: Unobservable inputs that reflect our own assumptions.   
 
As permitted, we chose not to elect the fair value option as prescribed by 
FASB SFAS No. 159, “The Fair Value Option for Financial Assets and 
Financial Liabilities” – Including an Amendment of FASB Statement 
No. 115, for our financial assets and liabilities that had not been previous-
ly carried at fair value.  Therefore, we did not elect to fair value any addi-
tional items under SFAS No. 159.  We, in accordance with Financial 
Accounting Standards Board Staff Position No. 157-2, “The Effective 
Date of FASB Statement No. 157”, will defer application on SFAS No. 
157 for nonfinancial assets and nonfinancial liabilities until first quarter 
2009. 
 
The estimated fair value of financial instruments has been determined 
using available market information or other appropriate valuation metho-
dologies.  However, considerable judgment is required in interpreting 
market data to develop estimates of fair value.  Consequently, the esti-
mates are not necessarily indicative of the amounts that could be realized 
or would be paid in a current market exchange.  At September 30, 2008, 
the carrying amount of the Partnership’s mortgage notes payable approx-
imated fair value as their contractual interest rates approximated market 
yields for similar debt instruments.   
 

  At September 30, 2008  

Fair Value Measurements at  
September 30, 2008 using  

Fair Value Hierarchy 
  Cost  Fair Value  Level 1  Level 2  Level 3 

 
LIABILITIES:      

Mortgage notes  $ 61,266,176 $ 61,266,176 $ 0 $ 0 $ 61,266,176

 
 
Critical Accounting Policies and Estimates 
 
In preparing the consolidated financial statements, management has made 
estimates and assumptions that affect the reported amounts of assets and 
liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting periods.  Actual results 
could differ from those estimates. Set forth below is a summary of the 
accounting policies that management believes are critical to the prepara-
tion of the consolidated financial statements. The summary should be read 
in conjunction with the more complete discussion of the Partnership’s 
accounting policies included in Item 8, Note 2 to the consolidated finan-
cial statements included in the Partnership’s Annual Report on Form 10-
K for the year ended March 31, 2008.  
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Property and Equipment 
Property and equipment to be held and used are carried at cost which 
includes the purchase price, acquisition fees and expenses, construction 
period interest and any other costs incurred in acquiring the Properties. 
The cost of property and equipment is depreciated over their estimated 
useful lives using accelerated and straight-line methods. Expenditures for 
repairs and maintenance are charged to expense as incurred; major re-
newals and betterments are capitalized. At the time property and equip-
ment are retired or otherwise disposed of, the cost and accumulated de-
preciation are eliminated from the assets and accumulated depreciation 
accounts and the profit or loss on such disposition is reflected in earnings. 
The Partnership complies with Statement of Financial Accounting Stan-
dards (“SFAS”) No. 144 Accounting for the Impairment or Disposal of 
Long-Lived Assets.  A loss on impairment of assets is recorded when 
management estimates amounts recoverable through future operations 
and sale of the Property on an undiscounted basis is below depreciated 
cost. At that time, Property investments themselves are reduced to esti-
mated fair value (generally using discounted cash flows) when the Prop-
erty is considered to be impaired and the depreciated cost exceeds esti-
mated fair value. 
 
At the time management commits to a plan to dispose of assets, said 
assets are adjusted to the lower of carrying amount or fair value less costs 
to sell. These assets are classified as property and equipment-held for sale 
and are not depreciated.  Property and equipment that are held for sale are 
included in discontinued operations.  There are five assets classified as 
property and equipment-held for sale as of September 30, 2008 (see Note 
5 in Item 1).   
 
Through September 30, 2008, the Partnership has recorded approximately 
$8,025,000 as an aggregate loss on impairment of assets. 
 
Revenue Recognition 
 
Rental income is earned primarily under standard residential operating 
leases and is typically due the first day of each month, but can vary by 
Property due to the terms of the tenant leases. Rental income is recog-
nized when earned and charged to tenants’ accounts receivable if not 
received by the due date.   Rental payments received in advance of the 
due date are deferred until earned. Rental subsidies are recognized as 
rental income during the month in which it is earned.  
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Other revenues are recorded when earned and consist of the following 
items:  Interest income earned on cash and cash equivalent balances and 
cash held in escrow balances, income from forfeited security deposits, 
late charges, laundry and vending income, and other rental related items.  
 
Income Taxes 
 
The Partnership is not required to provide for, or pay, any federal income 
taxes. Net income or loss generated by the Partnership is passed through 
to the partners and is required to be reported by them. The Partnership 
may be subject to state and local taxes in jurisdictions in which it oper-
ates. For income tax purposes, the Partnership has a fiscal year ending 
December 31. 
 
Results of Operations 
 
The Partnership’s results of operations for the three and six months ended 
September 30, 2008 and 2007 consisted primarily of the results of the 
Partnership’s investment in Local Partnerships.  The following discussion 
excludes the Partnership’s results of its discontinued operations, which 
are not reflected below.   
 
Rental income increased approximately 3% and less than 1% for the three 
and six months ended September 30, 2008 as compared to the corres-
ponding periods in 2007, primarily due to an increase in occupancy at one 
Local Partnership and an increase in rental rates at several Local Partner-
ships partially offset by a decrease in occupancy at three Local Partner-
ships.   
 
Other income increased approximately $15,000 for the six months ended 
September 30, 2008, respectively, as compared to the corresponding 
periods in 2007, primarily due to an increase in interest income earned on 
sale proceeds being invested at the Partnership level.   
 
Total expenses, excluding general and administrative, repairs and main-
tenance and operating, remained fairly consistent with a decrease of ap-
proximately 1% and less than 1% for the three and six months ended 
September 30, 2008 as compared to the corresponding periods in 2007.   
 
General and administrative expense increased approximately $71,000 and 
$64,000 for the three and six months ended September 30, 2008 as com-
pared to the corresponding periods in 2007, primarily due to an increase 
in consulting fees, salaries, legal and auditing expense at one Local Part-
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nership and an underaccrual in the accounting expense in the previous 
year at the Partnership level.   
 
Repairs and maintenance expense decreased approximately $70,000 and 
$159,000 for the three and six months ended September 30, 2008 as 
compared to the corresponding periods in 2007, primarily due to base-
ment renovations and window and door replacements in the prior year at 
one Local Partnership and rehabilitation costs resulting from a fire in the 
prior year as well as a decrease in maintenance contracts and material at a 
second Local Partnership, partially offset by an increase in carpet re-
placement, carpentry and repair contracts and materials at a third Local 
Partnership and an increase in basement renovations, installation of kitch-
en hardware and appliances and window and door replacements at a 
fourth Local Partnership.   
 
Operating expense increased approximately $68,000 and $62,000 for the 
three and six months ended September 30, 2008 as compared to the cor-
responding periods in 2007, primarily due to an increase in electricity, gas 
and sewer expenses at several Local Partnerships.   
 
Item 3.  Quantitative and Qualitative Disclosures about Market Risk 
 
Mortgage notes are payable in aggregate monthly installments including 
principal and interest at rates varying from 0% to 9% per annum. The 
Partnership does not believe there is a material risk associated with the 
various interest rates associated with the mortgage notes as the majority 
of the Local Partnership mortgage notes have fixed rates.  The Partnership 
currently discloses in Item 8, Note 3 to the consolidated financial state-
ments in the Partnership’s Annual Report on Form 10-K for the year 
ended March 31, 2008, the fair value of the mortgage notes payable.  
There are no material changes to such disclosure or amounts as of Sep-
tember 30, 2008.   
 
The Partnership does not have any other market risk sensitive instru-
ments. 
 
Item 4T.  Controls and Procedures 
 
(a)  Evaluation of Disclosure Controls and Procedures. The Chief Execu-
tive Officer and Chief Financial Officer of Related Independence Asso-
ciates, Inc., the general partner of the General Partner of the Partnership, 
have evaluated the effectiveness of the Partnership’s disclosure controls 
and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) 
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under the Securities Exchange Act of 1934, as amended (“Exchange 
Act”) as of the end of the period covered by this report.  Based on such 
evaluation, such officers have concluded that, as of the end of such pe-
riod, the Partnership’s disclosure controls and procedures are effective. 
 
(b)  Management’s Annual Report on Internal Control over Financial 
Reporting.  Management is responsible for establishing and maintaining 
adequate internal control over financial reporting, as such term is defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f).  In evaluating the Part-
nership’s internal control over financial reporting, management has 
adopted the framework in Internal Control-Integrated Framework issued 
by the Committee of Sponsoring organizations of the Treadway Commis-
sion (the “COSO Framework”).  Under the supervision and with the par-
ticipation of management, including the Chief Executive Officer and 
Chief Financial Officer of the General Partner, the Partnership conducted 
an evaluation of the effectiveness of its internal control over financial 
reporting as of March 31, 2008.  The Partnership’s internal control system 
was designed to provide reasonable assurance to the Partnership’s man-
agement regarding the reliability of financial reporting and the prepara-
tion of financial statements for the external purposes in accordance with 
generally accepted accounting principles.  Internal control over financial 
reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the Partnership; 
(2) provide reasonable assurance that transactions are recorded as neces-
sary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expendi-
tures of the Partnership are being made only in accordance with authori-
zations of management and executive officers of the Partnership; and (3) 
provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the Partnership’s assets 
that could have a material effect on the financial statements.  However, 
because of inherent limitations, internal control over financial reporting 
may not prevent or detect misstatements.  Also, projections of any evalua-
tion of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the 
degree of compliance with the policies or procedures may deteriorate.  
 
Based on management’s evaluation under the COSO Framework, it has 
concluded that the Partnership’s internal control over financial reporting, 
was, as of March 31, 2008, (1) effective at the Partnership level, in that 
they provide reasonable assurance that information required to be dis-
closed by the Partnership in the reports it files or submits under the Ex-
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change Act is recorded, processed, summarized and reported within the 
time periods specified in the SEC's rules and forms and (2) ineffective at 
the subsidiary level due to certain control deficiencies noted in the audit 
reports for such subsidiaries.  Management will attempt to cause the Local 
General Partner’s to remedy such deficiencies; however, the General 
Partner does not have control over the internal controls at the subsidiary 
level.  Management believes they have sufficient controls at the Partner-
ship level to mitigate these deficiencies, and such deficiencies do not have 
a material impact on the consolidated financial statements.   
 
The Partnership’s Annual Report on Form 10-K did not include an attes-
tation report of the Partnership’s registered public accounting firm regard-
ing internal control over financial reporting. The Partnership’s internal 
control over financial reporting was not subject to attestation by the Part-
nership’s registered public accounting firm pursuant to temporary rules of 
the Securities and Exchange Commission that permit the Partnership to 
provide only this report. 
 
(c)  Changes in Internal Controls over Financial Reporting.  Except as 
noted in (b) above, during the period ended September 30, 2008, there 
were no changes in the Partnership’s internal control over financial re-
porting that have materially affected, or are reasonably likely to materially 
affect, the Partnership’s internal control over financial reporting.  
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