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July 2011 
 
 
 
 
 
Message to Our BACsholders: 
 
We would like to take this opportunity to present the Annual Report for the Independence Tax Credit 
Plus LP II (the “Partnership”) for the year ended March 31, 2011. 
 
To date, the Partnership liquidated its investment in four of the original twenty assets in its original port-
folio. Since the last quarterly report, no further liquidation of its assets has occurred.  Additionally, there 
have not been any material changes to the financial operations as compared to the year ended 2010. 
 
The General Partner continues to research opportunities to liquidate the remaining portfolio and full 
liquidation is expected to occur within the next two-four years.  However, as this is dependent upon 
certain economic conditions, no assurances can be given with respect to this disposition timeline.  De-
tailed information on the Partnership’s overall performance is reported in the Management’s Discussion 
and Analysis of Financial Condition and Results of Operations and Note sections of this report. 
 
Should you have any questions with respect to your investment in this Partnership, please contact Denise 
Bernstein of the Partnership’s Investor Relations department at 1-800-600-6422. 
 
 
Very truly yours, 
 

 
 
Robert A. Pace 
Chief Financial Officer 
Related Independence Associates III L.P. 
 



See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets 
 
 
 
 

 March 31, 
 2011 2010 

 
ASSETS

 
Property and equipment – at cost, less accumulated depreciation 

(Notes 2 and 4) $ 11,596,805 $ 14,210,626
Cash and cash equivalents (Notes 2 and 12) 1,854,271 2,168,916
Cash held in escrow (Note 5) 4,688,130 4,709,839
Deferred costs, less accumulated amortization (Notes 2 and 6) 366,667 430,299
Other assets 749,674 858,666
 
Total assets $ 19,255,547 $ 22,378,346 
 

LIABILITIES AND PARTNERS’ CAPITAL (DEFICIT)
 
Liabilities: 

Mortgage notes payable (Note 7) $ 30,836,027 $ 33,056,050 
Accounts payable 1,018,576 955,138 
Accrued interest payable 9,248,146 11,409,657 
Security deposits payable 359,273 372,137 
Due to local general partners and affiliates (Note 8) 2,079,679 2,074,690 
Due to general partner and affiliates (Note 8) 5,434,965 5,786,301 

  
Total liabilities 48,976,666 53,653,973 
  
Commitments and contingencies (Notes 7, 8 and 12)  
  
Partners’ capital (deficit):  

Limited partners (43,440 BACs issued and outstanding) (Note 1) (26,875,523) (28,126,901) 
General Partner 326,474 (273,217) 

  
Independence Tax Credit Plus L.P. III total (26,549,049) (28,400,118) 
  
Noncontrolling interests (Note 2) (3,172,070) (2,875,509) 
  
Total partners’ capital (deficit) (29,721,119) (31,275,627) 
  
Total liabilities and partners’ capital (deficit) $ 19,255,547 $ 22,378,346 



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

Years Ended March 31, 
2011 2010* 

  
Operations:  
Revenues  
Rental income $ 5,849,649 $ 5,694,673
Other 256,372 295,005
Gain on extinguishment of debt (Note 12) - 172,373
 
Total revenues 6,106,021 6,162,051
 
Expenses 
General and administrative 2,271,724 2,149,155
General and administrative-related parties (Note 8) 725,698 825,807
Repairs and maintenance 1,128,763 1,176,151
Operating and other 862,889 836,020
Real estate taxes 253,684 279,043
Insurance 384,392 408,953
Financial, primarily interest 1,373,413 1,397,025
Depreciation and amortization 713,555 1,930,256
Loss on impairment of fixed assets (Note 4) 1,877,504 23,880,423
 
Total expenses 9,591,622  32,882,833
 
Loss from operations  (3,485,601) (26,720,782) 
 
Income (loss) from discontinued operations 4,557,460 (4,794,510) 
 
Net income (loss)  1,071,859 (31,515,292) 
 
Net loss attributable to noncontrolling interests from operations 224,652 2,700,926
Net (income) loss attributable to noncontrolling interests from discontinued 

operations (32,493) 790,047 
 
Net loss attributable to noncontrolling interests 192,159 3,490,973 
 
Net income (loss) attributable to Independence Tax Credit Plus L.P. III $ 1,264,018 $ (28,024,319) 
 
Loss from operations – limited partners (3,228,339) (23,779,658) 
Income (loss) from discontinued operations – limited partners 4,479,717 (3,964,418) 
 
Net income (loss) – limited partners $ 1,251,378 $ (27,744,076) 
 
Number of BACs outstanding 43,440 43,440
 
Loss from operations per BAC $ (74.31) $ (547.42) 
 
Income (loss) from discontinued operation per BAC 103.12 (91.26) 
 
Income (loss) per BAC $ 28.81 $ (638.68) 
 
 
* Reclassified for comparative purposes.



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

 Total
Limited 
Partners

General 
Partner

Noncontrolling  
Interests  

  
Partners’ capital (deficit) – April 1, 2009 (78,477) (382,825) (102,649) 406,997 
  
Net loss (31,515,292) (27,744,076) (280,243) (3,490,973) 
  
Distributions (115,736) - - (115,736) 
  
Contributions – write-off of partnership  

management fees related to the sold properties 
(Note 8) 107,175 - 107,175 - 

  
Contributions – write-off of related party debt 

(Note 10) 326,703 - 2,500 324,203 
  
Partners’ capital (deficit) – March 31, 2010 (31,275,627) (28,126,901) (273,217) (2,875,509) 
  
Net income (loss) 1,071,859 1,251,378 12,640 (192,159) 
  
Distributions (104,402) - - (104,402) 
  
Contributions – write-off of partnership  

management fees related to the sold properties 
(Note 8) 574,551 - 574,551 - 

  
Contributions – write-off of related party debt 

(Note 10) 12,500 - 12,500 - 
  
Partners’ capital (deficit) – March 31, 2011 $ (29,721,119) $ (26,875,523) $ 326,474 $ (3,172,070) 
 
 
 



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 
Increase (Decrease) in Cash and Cash Equivalents 
 
 
 
 Years Ended March 31, 
 2011 2010 
 
Cash flows from operating activities:
Net income (loss )  $ 1,071,859 $ (31,515,292) 
Adjustments to reconcile net income (loss) to net cash provided 

by (used in) operating activities:
(Gain) loss on sale of properties (4,985,357) 1,351,902
Gain on extinguishment of debt - (172,373) 
Depreciation and amortization 829,947 2,330,446
Loss on impairment of fixed assets 1,877,504 26,632,368 
(Increase) decrease in assets: 
Cash held in escrow (95,253) (110,344) 
Other assets 94,738 314,227
Increase (decrease) in liabilities: 
Accounts payable  25,774 (25,397) 
Accrued interest 1,087,034 1,064,165
Security deposit payable 5,128 (1,013) 
Due to local general partners and affiliates (14,901) 94,302
Due to general partner and affiliates 258,215 (444,846) 
 
Total adjustments (917,171) 31,033,437
 
Net cash provided by (used in) operating activities 154,688 (481,855) 
 
Cash flows from investing activities:
Acquisition of property and equipment (105,582) (149,386) 
Proceeds from sale of properties 25,000 270,000 
Costs related to sale of properties (25,840) (72,385) 
Decrease in cash held in escrow 36,624 259,783 
Increase in due to local general partners and affiliates 22,890 14,808 
 
Net cash (used in) provided by investing activities (46,908) 322,820 
 
Cash flows from financing activities:
Principal payments of mortgage notes (320,023) (456,500) 
Increase (decrease) in due to local general partners and affiliates 2,000 (20,000) 
Decrease in capitalization of consolidated subsidiaries attributa-

ble to noncontrolling interests (104,402) (115,736) 
 
Net cash used in financing activities (422,425) (592,236) 
 
Net decrease in cash and cash equivalents (314,645) (751,271) 
 
Cash and cash equivalents at beginning of year 2,168,916 2,920,187
 
Cash and cash equivalents at end of year $ 1,854,271 $ 2,168,916
  



See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows (continued) 
Increase (Decrease) in Cash and Cash Equivalents 
 
 
 
 
 Years Ended March 31, 
 2010 2009 
Supplemental disclosure of cash flows information:
 
Cash paid during the year for interest $ 545,467 $ 620,457
 
Summarized below are the components of the gain on sale of 

properties:  
 
(Proceeds from) cost of sale of properties – net $ 840 $ (197,615) 
Decrease in property and equipment, net of accumulated  

depreciation 70,215 6,536,710 
Decrease in deferred costs 5,369 7,812 
Decrease in cash held in escrow 14,254 295,549 
Decrease in other assets 80,338 20,022 
Increase in accounts payable and other liabilities 37,664 78,353 
Decrease in accrued interest payable (3,248,545) (356,854) 
Decrease in security deposit payable (17,992) (51,091) 
Decrease in mortgage note payable (1,900,000) (4,973,485) 
Decrease in due to Local General Partners and affiliates (5,000) (324,203) 
Decrease in due to general partner and affiliates (35,000) (10,000) 
Capital contribution – General Partners 12,500 2,500 
Increase in capitalization of consolidated subsidiaries  

attributable to noncontrolling interests - 324,204 
 
Supplemental disclosures of non-cash investing and financing 

activities:  
 
Contribution from write-off of partnership management fees 

related to sold properties $ 574,551 $ 107,175 
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Notes to Consolidated Financial Statements 
March 31, 2011 
 
 
NOTE 1 – General 
 
Independence Tax Credit Plus L.P. III (the “Partnership”) is a limited partnership which was formed 
under the laws of the State of Delaware on December 23, 1993.  The general partner of the Partnership is 
Related Independence Associates III L.P., a Delaware limited partnership (the “General Partner”).  The 
general partner of the General Partner is Related Independence Associates III Inc., a Delaware corpora-
tion (“RIAI III”).  The ultimate parent of the General Partner is Centerline Holding Company (“Center-
line).  

The Partnership’s business is to invest in other partnerships (“Local Partnerships,” “subsidiaries” or 
“subsidiary partnerships”) owning leveraged apartment complexes (“Apartment Complexes” or “Proper-
ties”) that are eligible for the low-income housing tax credit (“Tax Credit”) under Section 42 of the Inter-
nal Revenue Code, some of which may also be eligible for the historic rehabilitation tax credit. 

The Partnership had originally acquired interests in twenty subsidiary partnerships.  During the year 
ended March 31, 2011, the Partnership sold its limited partnership interests in one Local Partnership.  
Through March 31, 2011, the Partnership has sold its limited partnership interests in four Local Partner-
ships.  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.   

The Partnership was authorized to issue a total of 100,000 ($100,000,000) Beneficial Assignment Certif-
icates (“BACs”) which were registered with the Securities and Exchange Commission for sale to the 
public. Each BAC represents all of the economic and virtually all of the ownership rights attributable to a 
limited partnership interest in the Partnership. As of the termination of the offering on May 9, 1995, the 
Partnership had received $43,440,000 of gross proceeds of its offering (the “Gross Proceeds”) from 2,810 
investors (“BACs holders”). 

The terms of the Partnership’s Amended and Restated Agreement of Limited Partnership (the “Partner-
ship Agreement”) provide, among other things, that net profits or losses and distributions of cash flow 
are, in general, allocated 99% to the limited partners and BACs holders and 1% to the general partner. 

NOTE 2 – Summary of Significant Accounting Policies 

a) Basis of Accounting 

For financial reporting purposes the Partnership’s fiscal year ends on March 31.  All subsidiaries have 
fiscal years ending December 31. Accounts of the subsidiaries have been adjusted for intercompany 
transactions from January 1 through March 31. The Partnership’s fiscal year ends March 31 in order to 
allow adequate time for the subsidiaries’ financial statements to be prepared and consolidated. The books 
and records of the Partnership are maintained on the accrual basis of accounting, in accordance with 
accounting principles generally accepted in the United States of America (“GAAP”). 

b) Basis of Consolidation 

The consolidated financial statements include the accounts of the Partnership and seventeen and nineteen 
subsidiary partnerships in which the Partnership is a limited partner for the years ended March 31, 2011 
and 2010, respectively, (the 2010 and 2009 Fiscal Years). 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 Part-
nership, to remove the general partners of the subsidiary local partnerships (“Local General Partners”) 
and to approve certain major operating and financial decisions, the Partnership has a controlling financial 
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interest in the subsidiary partnerships. All intercompany accounts and transactions with the subsidiary 
partnerships have been eliminated in consolidation. 

In accordance with FASB Accounting Standards Codification (“ASC”) Topic 810, Noncontrolling Inter-
ests in Consolidated Financial Statements (“ASC 810”), loss attributable to noncontrolling interests 
amounted to approximately $192,000 and $3,491,000 for the year ended March 31, 2011 and 2010, re-
spectively.  The Partnership’s investment in each subsidiary is equal to the respective subsidiary’s part-
ners’ equity less noncontrolling interest capital, if any.   

c) Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, cash in banks, and investments in short-term highly 
liquid investments purchased with original maturities of three months or less. 

d) Property and Equipment 

Property and equipment to be held and used are carried at cost which includes the purchase price, acqui-
sition fees and expenses, construction period interest and any other costs incurred in acquiring the prop-
erties. The cost of property and equipment is depreciated over their estimated useful lives using accele-
rated and straight-line methods. Expenditures for repairs and maintenance are charged to expense as 
incurred; major renewals and betterments are capitalized. At the time property and equipment are retired 
or otherwise disposed of, the cost and accumulated depreciation are eliminated from the assets and ac-
cumulated depreciation accounts and the profit or loss on such disposition is reflected in earnings. 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 are below depreciated cost. At that time, 
property investments themselves are reduced to estimated fair value (generally using discounted cash 
flows).   

During the year ended March 31, 2011, the Partnership recorded approximately $1,878,000 as a loss on 
impairment of assets or reduction to estimated fair value.  Through March 31, 2011, the Partnership has 
recorded approximately $30,350,000 as an aggregate loss on impairment of assets or reduction to esti-
mated fair value for several Local Partnerships.   

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.  There are no Local Partnerships whose assets are classified as property 
and equipment as held for sale as of March 31, 2011.   

e) 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 rec-
ognized 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.  



Notes to Consolidated Financial Statements (continued) 
March 31, 2011 
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Other revenues from operations include the following amounts at both the Partnership and Local Partner-
ship level:   

 Years Ended March 31,
 2011 2010*
 
Interest $ 94,636 $ 135,755
Other 161,736 159,250

 
Total other revenue $ 256,372 $ 295,005

 

Other revenues from discontinued operation include the following amounts at both the Partnership and 
Local Partnership level: 

 Years Ended March 31,
 2011 2010*
 
Interest $ 232 $ 3,526
Other 11,155 10,927

 
Total other revenue $ 11,387 $ 14,453

 
* Reclassified for comparative purposes.   

f) 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 operates. For income 
tax purposes, the Partnership has a fiscal year ending December 31 (See Note 9). 

The Partnership’s management have analyzed the Partnership’s tax positions and concluded that no lia-
bility for unrecognized tax benefits should be recorded for positions taken on returns filed for open tax 
years.  As of and during the year ended March 31, 2011, the Partnership did not have a liability for any 
unrecognized tax benefits or related interest and penalties.  Such related interest and penalties, if any, 
would be included in general and administrative expense.   

The Partnership relies on, among other things, a 2% safe harbor established by an Internal Revenue Ser-
vice (“IRS”) regulation to avoid being characterized as a “publicly-traded partnership” that is taxed as a 
corporation.   

In the normal course of business the Partnership or one of its subsidiaries is subject to examination by 
federal, state and local jurisdictions in which it operates where applicable.  At March 31, 2011, the tax 
years that remain subject to examination by the major tax jurisdictions under the statute of limitations is 
from the year 2007 forward.   



Notes to Consolidated Financial Statements (continued) 
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g) Loss Contingencies 

The Partnership records loss contingencies as a charge to income when information becomes available 
which indicates that it is probable that an asset has been impaired or a liability has been incurred as of the 
date of the financial statements and the amount of loss can be reasonably estimated. 

h) Use of Estimates 

The preparation of financial statements in conformity with GAAP requires management to make esti-
mates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results 
could differ from those estimates. 

i) Recent Accounting Pronouncements 

In May 2011, the FASB issued under Topic 820, Fair Value Measurements and Disclosures, ASU 2011-
04, “Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. 
GAAP and IFRSs”.  The amendments in this ASU result in common fair value measurement and disclo-
sure requirements in U.S. GAAP and IFRSs.  Consequently, the amendments change the wording used to 
describe many of the requirements in U.S. GAAP for measuring fair value and for disclosing information 
about fair value measurements.  For many of the requirements, the Board does not intend for amend-
ments in this ASU to result in a change in the application of the requirements in Topic 820.  The amend-
ments in this ASU are to be applied prospectively.  For public entities, the amendments are effective 
during interim and annual periods beginning after December 15, 2011.  The adoption of this accounting 
standard will not have a material effect on the Partnership’s consolidated financial statements. 

NOTE 3 – Fair Value of Financial Instruments 

The following methods and assumptions were used to estimate the fair value of each class of financial 
instruments (all of which are held for nontrading purposes) for which it is practicable to estimate that 
value: 

Cash and Cash Equivalents and Cash Held in Escrow 
The carrying amount approximates fair value. 

Mortgage Notes Payable 
The Partnership adopted FASB ASC 820 – “Fair Value Measurements” for financial assets and liabili-
ties.  ASC 820 defines fair value, establishes a framework for measuring fair value, and expands disclo-
sures about fair value measurements.  ASC 820 applies to reported balances that are required or permit-
ted to be measured at fair value under existing accounting pronouncements; accordingly, the standard 
does not require any new fair value measurements of reported balances.  

As permitted, the Partnership chose not to elect the fair value option as prescribed by ASC 825 – “Fi-
nancial Instruments” – Including an Amendment of ASC 320 – “Investments – Debt and Equity Securi-
ties”, for our financial assets and liabilities that had not been previously carried at fair value.  Therefore, 
the Partnership did not elect to fair value any additional items under ASC 825.   

The estimated fair value of financial instruments has been determined using available market information 
or other appropriate valuation methodologies.  However, considerable judgment is required in interpret-
ing market data to develop estimates of fair value.  Consequently, the estimates are not necessarily indic-
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ative of the amounts that could be realized or would be paid in a current market exchange.  The following 
are financial instruments for which the Partnership’s estimate of fair value differs from the carrying 
amounts: 

  At March 31, 2011 At March 31, 2010 

  

 
Carrying  
Amount Fair Value

Carrying  
Amount Fair Value 

 
LIABILITIES:  

Mortgage notes  $ 30,836,027 $ 15,030,431 $ 33,056,050 $ 13,900,141 
 

For the mortgage notes, fair value is calculated using present value cash flow models based on a discount 
rate.  It was determined that the Tender Option Bond market, through which these bonds have been secu-
ritized in the past, continued to see a dramatic slowdown with limited liquidity and significantly reduced 
transaction levels.  To assist in valuing these notes, the Partnership held separate discussions with various 
third party investment banks who are leaders in the municipal bond business.  The discussions produced 
assumptions that were based on market conditions as well as the credit quality of the underlying property 
partnerships, which held the mortgage notes, to determine what discount rates to utilize.    

NOTE 4 – Property and Equipment 

The components of property and equipment and their estimated useful lives from operations are as fol-
lows: 

 March 31, Estimated 
Useful Lives 

(Years)  2011 2010
  
Land $ 653,477 $ 967,824 - 
Building and improvements 33,566,625 36,831,478 20-40 
Furniture and fixtures 1,243,386 1,319,076 5-12 
 35,463,488 39,118,378  
  
Less: Accumulated depreciation (23,866,683) (24,907,752)  
  
 $ 11,596,805 $ 14,210,626  

 

Depreciation expense for the years ended March 31, 2011 and 2010 amounted to $656,954 and 
$1,870,661, respectively.   

During the years ended March 31, 2011 and 2010, there was a decrease in accumulated depreciation in 
the amount of $1,786,295 and $4,667,301, respectively, which related to discontinued assets.  In addi-
tion, during the years ended March 31, 2011 and 2010, there was a decrease in accumulated depreciation 
in the amount of $26,458 and $1,520,941, respectively, related to impairments.   

Depreciation expenses for the discontinued property and equipment for the years ended March 31, 2011 
and 2010 amounted to $114,730 and $394,604, respectively.   



Notes to Consolidated Financial Statements (continued) 
March 31, 2011 
 
 

    
- 12 - 

Impairments 

During the year ended March 31, 2010, the Partnership performed a fair value analysis on all of its re-
maining investments due to the current deteriorating market conditions in the real estate industry.  Im-
pairment of assets is a two-step process.  First, management estimated amounts recoverable trough future 
operations and sale of the Property on an undiscounted basis.  If such estimates were below depreciated 
cost, Property investments themselves were reduced to estimated fair value (generally using the dis-
counted cash flow valuation method).  Each Local Partnership must continue to comply with its Tax 
Credit requirements until the end of the Compliance Period in order to avoid recapture of the Tax Cre-
dits.  Therefore, a 5-year cash flow projection was used, as this period is indicative of the average hold-
ing period left of the remaining investments.  A net operating income projection was prepared to calcu-
late a residual value at the end of the 5-year period.  Based on this analysis, the Partnership deemed the 
properties of the below Local Partnerships impaired and wrote them down to their estimated fair value 
which resulted in $1,877,504 and $26,632,368 of losses on impairment for the year ended March 31, 
2011 and 2010, respectively.   

Impairments from operations recorded for the year ended March 31, 2011 were as follows: 

Aspen-Olive Associates $ 113,301
Lewis Street L.P. 134,127
Edward Hotel Limited Partnership 278,600
Mansion Court Phase II Venture 194,168
Dreitzer House 57,371
Savannah Park Housing Limited Partnership 144,508
Universal Court Associates 143,893
West Mill Creek Associates III LP 811,536
 
 $ 1,877,504

 

Impairments from operations recorded for the year ended March 31, 2010 were as follows: 

Overtown Development Group, Ltd. $ 915,000
Aspen-Olive Associates 2,119,000
Dreitzer House 4,146,000
Edward Hotel Limited Partnership 1,553,952
West Mill Creek Associates III LP 2,371,000
Lewis Street L.P. 1,307,471
Park Housing Limited Partnership 1,165,000
Sumpter Commons Associates, L.P. 491,000
Brannon Group, L.C. 4,382,000
Savannah Park Housing Limited Partnership 2,192,000
Universal Court Associates 3,238,000
 
 $ 23,880,423
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Impairments from discontinued operations recorded for the year ended March 31, 2010 were as follows: 

Jefferis Square Housing Partnership L.P. $ 2,751,945
 

NOTE 5 – Cash Held in Escrow 

Cash held in escrow consists of the following: 

 March 31,
 2011 2010
 
Purchase price payments* $ 115,345 $ 115,345
Real estate taxes, insurance and other 3,174,223 3,116,942
Reserve for replacements 1,130,796 1,199,487
Tenant security deposits 267,766 278,065
 
 $ 4,688,130 $ 4,709,839
 
* Represents amounts to be paid to seller upon meeting specified rental achievement

criteria. 
 

NOTE 6 – Deferred Costs 

The components of deferred costs and their periods of amortization are as follows: 

 March 31,
Period  2011 2010

 
Financing costs $ 979,620 $ 1,009,556 *
Less: Accumulated amortization (612,953) (579,257)
 
 $ 366,667 $ 430,299
 
* Over the life of the related mortgages.

 

Amortization expense for the years ended March 31, 2011 and 2010 amounted to $56,601 and $59,594, 
respectively.   

Amortization expense from discontinued operations for the years ended March 31, 2010 and 2010 
amounted to $1,662 and $5,586, respectively. 

During the 2010 and 2009 Fiscal Years, there was a decrease in deferred costs and accumulated amorti-
zation in the amount of $29,936 and $98,245, respectively, which related to discontinued assets.   
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NOTE 7 – Mortgage Notes Payable 

The mortgage notes, which are collateralized by land and buildings, are payable in aggregate monthly 
installments of approximately $71,000 including principal and interest at rates varying from 0% to 9.5% 
per annum, through the year 2046. Each subsidiary partnership’s mortgage note payable is collateralized 
by the land and buildings of the respective subsidiary partnership, the assignment of each certain subsidi-
ary partnership’s rents and leases, and is without further recourse. 

Annual principal payment requirements by the subsidiary partnerships for each of the next five years and 
thereafter, are as follows: 

December 31, Amount
 
2011 $ 2,762,616
2012 2,364,334
2013 1,718,807
2014 252,671
2015 4,116,857
Thereafter 19,620,742
 
 $ 30,836,027

 

Accrued interest payable as of March 31, 2011 and 2010 was approximately $9,248,000 and 
$11,410,000, respectively.  Interest accrues on all mortgage loans, which include primary and secondary 
loans.  Certain secondary loans have provisions 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 Partner-
ship’s investment in the respective Local Partnership) will be made from future refinancings or sales 
proceeds from the respective Local Partnerships.   

The mortgage agreements require monthly deposits to replacement reserves of approximately $13,000 
and monthly deposits to escrow accounts for real estate taxes, hazard and mortgage insurance and other 
(see Note 5). 

During the year ended March 31, 2010, BK-10K Partners L.P. (“Knickerbocker”) recognized a gain on 
extinguishment of debt on its New York City Department of Housing Preservation and Development 
(“HPD”) Third Mortgage, which had a balance of $172,373 and a construction period interest rate of 
0.25% per annum, and subsequent rate of 0%.  No regular payments of principal were required under the 
HPD mortgage.  The terms included provisions that the HPD mortgage would be canceled and extin-
guished if Knickerbocker did not default on its first and second mortgages during the first fifteen years of 
their terms, which Knickerbocker complied with in 2009. 

NOTE 8 – Related Party Transactions 

An affiliate of the General Partner has a .01% interest as a special limited partner in each of the Local 
Partnerships. 
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Pursuant to the Partnership Agreement and the partnership agreements of the Local Partnerships (“Local 
Partnership Agreements”), the General Partner and its affiliates receive their pro rata shares of profits, 
losses and Tax Credits. 

A) Guarantees 

In connection with investments in development-stage Apartment Complexes, the General Partner gener-
ally required that the Local General Partners provide completion guarantees and/or undertake to repur-
chase the Partnership’s interest in the Local Partnership if construction or rehabilitation was not com-
pleted substantially on time or on budget (“Development Deficit Guarantees”).  The Development Deficit 
Guarantees generally also required the Local General Partner to provide any funds necessary to cover net 
operating deficits of the Local Partnership until such time as the Apartment Complex had achieved 
break-even operations. The General Partner generally required that the Local General Partners undertake 
an obligation to fund operating deficits of the Local Partnership (up to a stated maximum amount) during 
a limited period of time (typically three to five years) following the achievement of break-even opera-
tions (“Operating Deficit Guarantees”).  As of March 31, 2011, the gross amount of the Operating Deficit 
Guarantees aggregate approximately $5,487,000, of which approximately $3,931,000 have expired.  In 
cases where the General Partner deemed it appropriate, the obligations of a Local General Partner under 
the Development Deficit, Operating Deficit and/or Rent-Up Guarantees were secured by letters of credit 
and/or cash escrow deposits.  
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B)  Other Related Party Expenses 

The General Partner and its affiliates perform services for the Partnership. The costs incurred to the Gen-
eral Partner from operations and other related parties from operations for the years ended March 31, 2011 
and 2010 were as follows: 

 Years Ended March 31, 
 2011 2010* 
 
Partnership management fees (a) $ 249,443 $ 316,457
Expense reimbursement (b) 193,281 213,801
Local administrative fees (c) 49,750 64,855
 
Total general and administrative-General Partner 492,474 595,113
 
Property management fees incurred to affiliates of the 

subsidiary partnerships’ general partners 233,224 230,694
 
Total general and administrative-related parties $ 725,698 $ 825,807

 

Expenses incurred to related parties from discontinued operation for the years ended March 31, 2011 and 
2010 were as follows: 

 Years Ended March 31, 
 2011 2010* 
 
Local administrative fees (c) $ 2,500 $ 7,500
 
Total general and administrative – General Partner 2,500 7,500
 
Property management fees incurred to affiliates of the 

subsidiary partnerships’ general partners 32,163 48,109
 
Total general and administrative-related parties $ 34,663 $ 55,609

 
* Reclassified for comparative purposes.   

(a) The General Partner is entitled to receive a partnership management fee, after payment of all Partner-
ship 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 Agreement), 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 Partner-
ship’s investments.  Unpaid partnership management fees for any year are to be deferred without in-
terest and will be payable out of sales or refinancing proceeds only to the extent of available funds 
after payments on all Partnership liabilities have been made other than to those owed to the General 
Partner and its affiliates, and after the Limited Partners have received a 10% return on their capital 
contributions.  Partnership management fees owed to the General Partner amounting to approximate-
ly $3,520,000 and $3,845,000 were accrued and unpaid as of March 31, 2011 and 2010, respectively, 
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and are included in the line item Due to general partner and affiliates in the consolidated balance 
sheets.  Current year partnership management fees may be paid out of operating reserves or refinanc-
ing and sales proceeds.  As such the General Partner cannot demand payment of the deferred fees ex-
cept as noted above.  During the year ended March 31, 2011, management deemed the unpaid part-
nership management fees that were related to the property sold during the year ended March 31, 
2011 uncollectible and as a result, wrote them off in the amount of approximately $575,000, result-
ing in a non-cash General Partner contribution of the same amount.   

(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 monitoring for the Partnership. These services 
include site visits and evaluations of the subsidiary partnerships’ performance.  Expense reimburse-
ments and asset monitoring fees owed to the General Partners and its affiliates amounting to approx-
imately $860,000 and $864,000 were accrued and unpaid as of March 31, 2011 and 2010, respective-
ly.  The General Partner does not intend to demand payment of the deferred payables beyond the 
Partnership’s ability to pay them.  The Partnership anticipates that these will be paid from working 
capital reserves or future sales proceeds. 

(c) Independence SLP III L.P., a limited partner of the subsidiary partnerships, is entitled to receive a 
local administrative fee of up to $5,000 per year from each subsidiary partnership.  Local administra-
tive fee owed to Independence SLP III L.P. amounting to $561,000 and $582,000 were accrued and 
unpaid as of March 31, 2011 and 2010, respectively.  These fees have been deferred in certain cases 
and the Partnership anticipates that they will be paid from working capital reserves or future sales 
proceeds.   

As of March 31, 2011 and March 31, 2010, the Partnership owed the General Partner and its affili-
ates approximately $86,000 and $85,000, respectively, for expenditures paid on its behalf and volun-
tary operating advances made by the General Partner and its affiliates to fund operations of the Part-
nership.  Payment of these operating advances have been deferred and may be paid out of operating 
reserves or refinancing and sales proceeds.  The General Partner does not intend to demand payment 
of the deferred advances beyond the Partnership’s ability pay them.   

As of March 31, 2010, the Partnership owed $9,000 to the Special Limited Partner for the fees it re-
ceived from one Local Partnership on its behalf.  As of March 31, 2011 and 2010, the amounts paya-
ble totaling approximately $408,000 and $401,000, respectively, represent loans made to the subsidi-
ary partnerships by the affiliates of the General Partner.  
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C)  Due to Local General Partners and Affiliates 

Due to local general partners and affiliates from operating liabilities consists of the following: 

 March 31,
 2011 2010
 
Operating advances $ 649,651 $ 704,044
Development fee payable 834,964 817,074
Other capitalized costs 16,335 16,335
Construction costs payable 146,487 146,487
General Partner loan payable 204,008 202,008
Management and other operating fees 228,234 188,742
 
 $ 2,079,679 $ 2,074,690

 

D)  Advances from Partnership to Local Partnerships 

As of March 31, 2011, the Partnership has advanced certain Local Partnership operating loans (non-
interest bearing) amounting to approximately $878,000 primarily in conjunction with the Local Partner-
ship’s contribution agreements.  Such advances are eliminated in consolidation and are included in the 
line item Due to local general partners and affiliates.  The following table summarizes these advances: 

 March 31,
 2011 2010
 
New Zion $ 2,655 $ 2,655
Knickerbocker Avenue 454,441 454,441
Lafayette Avenue 416,094 416,094
Sumpter Commons 5,075 5,075
 
 $ 878,265 $ 878,265

 

NOTE 9 – Taxable Net Loss 

Our adoption of FASB interpretation (“FIN”) No. 48 did not have a material impact on the consolidated 
financial statements and does not impact our financial position at March 31, 2011.   

A reconciliation of the financial statement net loss to the taxable net loss for the Partnership and its con-
solidated subsidiaries follows: 
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 Years Ended March 31, 
 2011 2010 
 
Financial statement net income (loss) $ 1,264,018 $ (28,024,319 ) 
 
Differences between depreciation and amortization expense 

records for financial reporting purposes and the accelerated 
costs recovery system utilized for income tax purposes (1,681,605) (466,514 ) 

 
Differences resulting from parent company having a different 

fiscal year for income tax and financial reporting purposes 63,078 (30,466 ) 
 
Difference between gain on sale of property recorded for finan-

cial statement and income tax reporting purposes (1,814,909) 1,661,213 
 
Loss on impairment of property for financial reporting purposes

not deductible for tax purposes 1,877,504 26,632,368 
 
Write-off of Partnership management fees included in income 

for tax purposes 574,551 107,175 
 
Other, including accruals for financial reporting not deductible 

for tax purposes until paid and losses allocated to minority 
interests for tax purposes 579,692 (2,517,058 ) 

 
Net income (loss) as shown on the income tax return for the 

calendar year ended $ 862,329 $ (2,637,601 ) 
 

No provision for income taxes related to the operations of the Partnership has been included in the ac-
companying financial statements because, as a partnership, it is not subject to federal or material state 
income taxes and the tax effect of its activities accrues to the BACs holders.  Net income for financial 
statement purposes may differ significantly from taxable income reportable to BACs holders as a result 
of differences between the tax bases and financial reporting bases of assets and liabilities and the taxable 
income allocation requirements under its Partnership Agreement.  In the event of an examination of the 
Partnership’s tax return, the tax liability of the partners could be changed if an adjustment in the Partner-
ship’s income is ultimately sustained by the taxing authorities.  At March 31, 2011, the tax basis net 
assets exceeded the financial statement net assets by approximately $19,356,697 due to depreciation 
differences, impairments and related party accruals.   

NOTE 10 – Sale of Properties 

The Partnership is in the process of developing a plan to dispose of all of its investments.  It is anticipated 
that this process will continue to take a number of years.  During the year ended March 31, 2011, the 
Partnership sold its limited partnership interests in one Local Partnership.  As of March 31, 2011, the 
Partnership has sold its limited partnership interests in four Local Partnerships.  There can be no assur-
ance 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 operating results of the Local Partnerships and 
the current economic conditions, including changes in tax laws, it is unlikely that the proceeds from such 
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sales received by the Partnership will be sufficient to return to the limited partners their original invest-
ment.   

On December 31, 2010, the Partnership sold its limited partnership interest in Jefferis Square Housing 
Partnership L.P. (“Jefferis”) to an affiliate of the Local General Partner for a sales price of $25,000.  The 
Partnership received approximately $2,000 after the repayment of other liabilities of approximately 
$23,000.  The sale resulted in a gain of approximately $4,832,000, resulting from the write-off of the 
deficit basis in the Local Partnership of approximately $4,830,000 at the date of the sale and the $2,000 
cash received from the sale, which was recorded during the quarter ended December 31, 2010.  An ad-
justment to the gain of approximately $196,000 was recorded during the quarter ended March 31, 2011, 
resulting in an overall gain of $5,028,000.  In addition, the sale resulted in a non-cash contribution to the 
Local Partnership from the General Partner of approximately $12,500 as a result of the write-off of fees 
owed by the Local Partnership to an affiliate of the General Partner. 

On March 31, 2010, the Partnership sold its limited partnership interest in Livingston Manor Urban Re-
newal Associates, L.P. (“Livingston Manor”) to an affiliate of the Local General Partner for a sales price 
of $20,000.  The Partnership received approximately $7,000 after the repayment of other liabilities of 
approximately $13,000.  The sale resulted in a loss of approximately $1,870,000, resulting from the 
write-off of the basis in the Local Partnership of approximately $1,877,000 at the date of the sale and the 
$7,000 cash received from the sale which was recorded during the year ended March 31, 2010.  An ad-
justment to the loss of approximately $42,000 was recorded during the quarter ended June 30, 2010, 
resulting in an overall loss of approximately $1,912,000.  In addition, the sale resulted in a non-cash 
contribution to the Local Partnership from the Local General Partner of approximately $324,000 as a 
result of the write-off of fees owed by the Local Partnership to the Local General Partner.   

On August 26, 2009, the Partnership sold its limited partnership interest in Pacific-East L.P. (“Eastern 
Parkway”) to an affiliate of the Local General Partner for a sales price of $250,000.  The Partnership 
received approximately $191,000 after the repayment of other liabilities of approximately $59,000.  The 
sale resulted in a gain of approximately $638,000, resulting from the write-off of the deficit basis in the 
Local Partnership of approximately $388,000 at the date of the sale and the $191,000 cash received from 
the sale, which was recorded during the quarter ended September 30, 2009.  An adjustment to the gain of 
approximately $(120,000) was recorded during the quarter ended March 31, 2010, resulting in an overall 
gain of $518,000.  The sale also resulted in a write-off of operating advances of approximately 
$1,016,000 owed to the Partnership which are eliminated in consolidation.  In addition, the sale resulted 
in a non-cash contribution to the Local Partnership from the General Partner of approximately $2,500 as 
a result of the write-off of fees owed by the Local Partnership to an affiliate of the General Partner. 
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NOTE 11 – Selected Quarterly Financial Data (Unaudited) 

The following table summarizes the Partnership’s quarterly results of operations for the years ended 
March 31, 2011 and 2010. 

 Quarter Ended

OPERATIONS 

 
June 30, 

2010
September 30,

2010
December 31,

2010
March 31, 

2011 
 
Revenues $ 1,530,456 $ 1,541,105 $ 1,483,401 $ 1,551,059 
 
Operating expenses (1,912,313) (1,957,680 ) (1,750,880) (3,970,749) 
 
Loss from operations (381,857) (416,575 ) (267,479) (2,419,690) 
 
(Loss) income from discontinued operations (81,582) (83,577 ) 4,725,656 (3,037) 
 
Net (loss) income (463,439) (500,152 ) 4,458,177 (2,422,727) 
 
Net loss attributable to noncontrolling interests 

from operations 7,310 25,019 25,294 167,029 
Net loss (income) attributable to noncontrolling 

interests from discontinued operations $ 824 $ 834 $ (34,151) $ - 
 
Net (loss) income attributable to Independence Tax 

Credit Plus L.P. III $ (455,305) $ (474,299 ) $ 4,449,320 $ (2,255,698) 
 
Net (loss) income – limited partnership $ (450,752) $ (469,556 ) $ 4,404,827 $ (2,233,141) 
 
Loss per weighted average BAC from operations $ (8.54) $ (8.92 ) $ (5.52) $ (51.33) 
 
(Loss) income per weighted average BAC from 

discontinued operation (1.84) (1.89 ) 106.92 (0.07) 
 
Net (loss) income per weighted average BAC $ (10.38) $ (10.81 ) $ 101.40 $ (51.40) 
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 Quarter Ended  

OPERATIONS 

 
June 30, 
2009*

September 30,
2009*

December 31,
2009*

March 31, 
2010* 

 
Revenues $ 1,540,700 $ 1,663,365 $ 1,453,520 $ 1,504,466 
 
Operating expenses (2,208,370) (2,219,077 ) (2,145,292) (26,310,093) 
 
Loss from operations (667,670) (555,712 ) (691,772) (24,805,627) 
 
Loss (income) from discontinued operations (170,497) 424,953 (144,278) (4,904,688) 
 
Net loss (838,167) (130,759 ) (836,050) (29,710,315) 
 
Net loss attributable to noncontrolling interests 

from operations 58,360 61,968 56,835 2,523,763 
Net loss (income) attributable to noncontrolling 

interests from discontinued operations $ 715 $ (149,415 ) $ 1,446 $ 937,301 
 
Net loss attributable to Independence Tax Credit 

Plus L.P. III $ (779,092) $ (218,206 ) $ (777,769) $ (26,249,251) 
 
Net loss – limited partnership $ (771,301) $ (216,024 ) $ (769,991) $ (25,986,758) 
 
Loss per weighted average BAC from operations $ (13.89) $ (11.25 ) $ (14.47) $ (507.81) 
 
(Loss) income per weighted average BAC from 

discontinued operation (3.87) 6.28 (3.26) (90.41) 
 
Net loss per weighted average BAC $ (17.76) $ (4.97 ) $ (17.73) $ (598.22) 
  
* Reclassified for comparative purposes. 
 

NOTE 12 – Commitments and Contingencies 

a)  Going Concern Consideration 

At March 31, 2011, the Partnership’s liabilities exceeded assets by $29,721,119 and for the 2010 year 
recognized net income of $1,071,859, including gain on sale of properties of $4,985,357 and loss on 
impairment of properties of $1,877,504.  These factors raise substantial doubt about the Partnership’s 
ability to continue as a going concern. As discussed in Note 8, partnership management fees of approx-
imately $3,520,000 will be payable out of sales or refinancing proceeds only to the extent of available 
funds after payments on all other Partnership liabilities have been made and after the Limited Partners 
have received a 10% return on their capital contributions.  As such, the General Partner cannot demand 
payment of these deferred fees beyond the Partnership’s ability to pay them.  In addition, where the Part-
nership has unpaid partnership management fees related to sold properties, such management fees are 
written off and recorded as capital contributions.  During the year ended March 31, 2011, the Partnership 
wrote off approximately $575,000 of such management fees. 

All of the mortgage payable balance of $30,836,027 and the accrued interest payable balance of 
$9,248,146 is of a nonrecourse nature and secured by the respective properties.  The Partnership is cur-
rently in the process of developing a plan to dispose all of its investments.  Historically, the mortgage 
notes and accrued interest thereon have been assumed by the buyer in instances of sales of the Partner-
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ship’s interest or have been paid off from sales proceeds in instances of sales of the property.  In most 
instances when the Partnership’s interest was sold and liabilities were assumed, the Partnership recog-
nized a gain from the sale.  The Partnership owns the limited partner interest in all its investments, and as 
such has no financial responsibility to fund operating losses incurred by the Local Partnerships.  The 
maximum loss the Partnership would incur is its net investment in the respective Local Partnerships.  
Dispositions of any investment in a Local Partnership should not impact the future results of operations, 
liquidity, or financial condition of The Partnership. 

The Partnership has working capital reserves of approximately $882,000 at March 31, 2011.  Such 
amount is considered sufficient to cover the Partnership’s day to day operating expenses, excluding fees 
to the General Partner, for at least the next year.  The Partnership’s operating expenses, excluding the 
Local Partnerships’ expenses and related party expenses amounted to approximately $161,000 for the 
year ended March 31, 2011. 

Management believes the above mitigating factors enable the Partnership to continue as a going concern. 
The accompanying financial statements do not include any adjustments that might result from the out-
come of this uncertainty. 

b)  Subsidiary Partnerships – Going Concerns and Uncertainties 

Mansion Court Phase II Venture (“Mansion Court”) 
The financial statements for Mansion Court have been prepared in conformity with accounting principles 
generally accepted in the United States of America, which contemplates continuation of Mansion Court 
as a going concern.  In prior years and in 2010, Mansion Court has sustained operating losses and has not 
generated sufficient cash flow from operations to meet its obligations.  The Local General Partner has 
provided funding in the past years; however, there is no obligation to do so.  Mansion Court also has 
experienced a high number of vacancies due to deteriorating conditions in the area.  Management of 
Mansion Court continues to explore options to mitigate increased crime and deteriorating neighborhood 
conditions.  These options include assistance from local government housing agencies and could include 
transfer of ownership.   

The Partnership’s investment in Mansion Court at March 31, 2011 and 2010 was reduced to zero as a 
result of prior years’ losses and the noncontrolling interests balance was $(166,000) and $(164,000), 
respectively.  Mansion Court’s net loss after noncontrolling interests amounted to approximately 
$250,000 and $65,000 for the 2010 and 2009 Fiscal Years, respectively.  The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty.   

During the year ended March 31, 2011, in accordance with ASC 360, Property, Plant and Equipment, the 
Partnership deemed the building of Mansion Court impaired and wrote it down to its fair value of zero, 
which resulted in a loss on impairment of approximately $194,000.  Fair value was obtained from an 
assessment made by management after indications that the carrying value of the assets were not recover-
able, evidenced by a history of net operating losses over the past few years.   

Brannon Group, L.C. (“Keys”) 
The financial statements for Keys have been prepared in conformity with accounting principles generally 
accepted in the United States of America, which contemplates continuation of Keys as a going concern.  
Keys has obligations that matured on March 31, 2011 in the amount of $1,246,798.  If Keys is unable to 
raise sufficient funds to meet these obligations, it would raise substantial doubt about its ability to con-
tinue as a going concern.  Keys’ management has obtained an extension and is currently working with 
the lender to refinance its obligations.   
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The Partnership’s investment in Keys at March 31, 2011 and 2010 was reduced to zero as a result of 
prior years’ losses and the noncontrolling interests balance was approximately $(2,543,000) and 
$(2,307,000), respectively.  Keys’ net income (loss) after noncontrolling interests amounted to approx-
imately $75,000 and $(2,333,000) for the 2010 and 2009 Fiscal Years, respectively.  The financial state-
ments do not include any adjustments that might result from the outcome of this uncertainty.   

During the year ended March 31, 2010, in accordance with ASC 360, Property, Plant and Equipment, the 
Partnership deemed the building of Keys impaired and wrote it down to its estimated fair value which 
resulted in a loss of impairment of approximately $4,382,000.  Fair value was obtained from an assess-
ment made by the management after indications that the carrying value of the assets was not recoverable.   

c)  Subsidiary Partnerships – Gain on Extinguishment of Debt 

During the year ended March 31, 2010, BK-10K Partners L.P. (“Knickerbocker”) recognized a gain on 
extinguishment of debt on its New York City Department of Housing Preservation and Development 
(“HPD”) Third Mortgage, which had a balance of $172,373 and a construction period interest rate of 
0.25% per annum, and subsequent rate of 0%.  No regular payments of principal were required under the 
HPD mortgage.  The terms included provisions that the HPD mortgage would be canceled and extin-
guished if Knickerbocker did not default on its first and second mortgages during the first fifteen years of 
their terms, which Knickerbocker complied with in 2009.   

d)  Leases 

Savannah Park Housing Limited Partnership is leasing the land on which its apartment complex is lo-
cated for a term of 50 years, which commenced in August 1996, with monthly rent payments of $1,449.  
Estimated future minimum payments due under the terms of the lease are as follows: 

December 31, Amount
 
2011 $ 21,252
2012 21,252
2013 21,252
2014 21,252
2015 21,252
Thereafter 651,728
 $ 757,988

 

As of December 31, 2010, the lease agreement was current.  For the years ended December 31, 2010 and 
2009, $21,252 and $21,252, respectively, have been paid under the terms of the lease and $0 and $0, 
respectively, remained payable. 

e)  Uninsured Cash and Cash Equivalents 

The Partnership maintains its cash and cash equivalents in various banks.  The accounts at each bank are 
guaranteed by the Federal Deposit Insurance Corporation (“FDIC”).  Uninsured cash and cash equiva-
lents approximated $637,000 at March 31, 2011. 
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f)  Property Management Fees 

Property management fees incurred by Local Partnerships amounted to $423,182 and $456,453 for the 
years ended March 31, 2011 and 2010, respectively.  Of these fees, $265,387 and $278,803 were in-
curred to affiliates of the subsidiary partnerships’ general partners, which includes $32,163 and $48,109 
of fees relating to discontinued operations.   

g)  Cash Distributions 

Cash distributions from the Local Partnerships to the Partnership are restricted by the provisions of the 
respective Local Partnership Agreements and/or HUD based on operating results and a percentage of the 
owner’s equity contribution.  Such cash distributions are typically made from surplus cash flow.   

h)  Other 

The Partnership and BACs holders began to recognize Tax Credits with respect to a property when the 
credit period for such Property (generally ten years from the date of investment or, if later, the date the 
property was leased to qualified tenants) commenced. Because of the time required for the acquisition, 
completion and rent-up of Properties, 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 were recognized in 
the 11th through 13th years.  As of December 31, 2009, all the Local Partnerships have completed their 
Credit Periods.   

The Partnership is subject to the risks incident to potential losses arising from the management and own-
ership of improved real estate. The Partnership can also be affected by poor economic conditions gener-
ally; however, no more than 31% of the Properties are located in any single state. There are also substan-
tial risks associated with owning interests in properties, as does the Partnership, which receive govern-
ment assistance, for example the possibility that Congress may not appropriate funds to enable the De-
partment of Housing and Urban Development (“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 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.   

i) Subsequent Events 

We evaluated all subsequent events from the date of the balance sheet through June 27, 2011, which 
represents the issuance date of these financial statements.  There were no events or transactions occurring 
during this subsequent event reporting period which require recognition or disclosure in the financial 
statements.   

NOTE 13 – Discontinued Operations 

The following table summarizes the results of operations of the Local Partnerships that are classified as 
discontinued operations.  For the year ended March 31, 2011, Jefferis Square, which was sold during the 
year ended March 31, 2011, and Livingston Manor, which was sold on March 2010, were classified as 
discontinued operations in the consolidated statements of operations.  For the year ended March 31, 
2010, Eastern Parkway and Livingston Manor, which were sold during the year ended March 31, 2010 
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and Jefferis Square, in order to present comparable results to the year ended March 31, 2011, were classi-
fied as discontinued operations in the consolidated statements of operations.   

Consolidated Statement of Discontinued Operations: 

 Years Ended March 31, 
 2011 2010* 
   
Revenues  
 
Rental income $ 347,373 $ 796,851 
Other (Note 2) 11,387 14,453 
Gain (loss) on sale of properties (Note 10) 4,985,357 (1,351,902) 
 
Total revenues 5,344,117 (540,598) 
 
Expenses  
 
General and administrative 130,131 270,395 
General and administrative-related parties (Note 8) 34,663 55,609 
Repairs and maintenance 91,144 137,644 
Taxes 24,051 58,913 
Operating and other 29,856 144,000 
Insurance 9,699 53,752 
Financial, primarily interest 350,721 381,464 
Depreciation and amortization 116,392 400,190 
Loss on impairment of fixed assets - 2,751,945 
 
Total expenses 786,657 4,253,912 
 
Income (loss) from discontinued operations 4,557,460 (4,794,510) 
 
Noncontrolling interest in (income) loss of subsidiaries from 

discontinued operations (32,493) 790,047 
 
Income (loss) from discontinued operations – Independence Tax 

Credit Plus L.P. III $ 4,524,967 $ (4,004,463) 
 
Income (loss) – limited partners from discontinued operations $ 4,479,717 $ (3,964,418) 
 
Number of BACs outstanding 43,440 43,440 
 
Income (loss) from discontinued operations $ 103.12 $ (91.26) 
 
* Reclassified for comparative purposes.   
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 Years Ended March 31, 
 2011 2010* 

  
Cash flows from discontinued operations  
Net cash (used in) provided by operating activities $ (202,910) $ (4,313,145) 
Net cash provided by investing activities $ 20,809 $ 9,205,430 
Net cash provided by (used in) financing activities $ 1,662 $ (4,989,394) 
 
* Reclassified for comparative purposes. 
 

 

Management's Discussion and Analysis of Financial  
Condition and Results of Operations 
(Summarized from Form 10-K as filed with the Securities and Exchange Commission) 
(A copy of the Form 10-K is available upon written request) 
 
Liquidity and Capital Resources 

The Partnership had originally invested approximately $35,051,000 (including approximately $873,000 
classified as loans repayable from sale/refinancing proceeds in accordance with the contribution agree-
ment with one Local Partnership and not including acquisition fees of approximately $2,510,000) of the 
net proceeds of its Offering in twenty Local Partnerships of which approximately $120,000 remains to be 
contributed to the Local Partnerships for payment by them to the original sellers of the Properties (not 
including approximately $115,000 being held in escrow) as certain benchmarks, such as occupancy level, 
must be attained prior to the release of the funds. The Partnership does not intend to acquire additional 
Properties. During the year ended March 31, 2011, the Partnership did not make any advances to the 
Local Partnerships.   

The Partnership is in the process of developing a plan to dispose of all of its investments.  During the 
year ended March 31, 2011, the Partnership sold its limited partnership interests in one Local Partner-
ship.  As of March 31, 2011, the Partnership has sold its limited partnership interests in four Local Part-
nerships.  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 operating results of 
the Local Partnerships and the current economic conditions, 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 investments.  All gains and losses on sales are included in discontinued operations.   

Short-term 

During the year ended March 31, 2010, the Partnership’s primary sources of funds included:  (i) working 
capital reserves; (ii) interest earned on the working capital reserves; (iii) cash distributions from opera-
tions of the Local Partnerships; and (iv) sales proceeds and distributions.  Such funds are available to 
meet the obligations of the Partnership.  The Partnership does not anticipate providing cash distributions 
to BACs holders in circumstances other than refinancing or sales.  Cash distributions received from the 
Local Partnerships, as well as the working capital reserves referred to above, will be used towards the 
future operating expenses of the Partnership.  During the years ended March 31, 2011 and 2010, the 
amounts received from operations of the Local Partnerships were approximately $91,000 and $46,000, 
respectively.  Additionally, during the years ended March 31, 2011 and 2010, the Partnership received 
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approximately $0 and $197,000, respectively, in net proceeds from the sale of Local Partnerships’ limited 
partnership interest.  The Partnership does not anticipate being able to make distributions sufficient to 
return to BACs holders their original capital contributions.   

For the year ended March 31, 2011, cash and cash equivalents of the Partnership and its consolidated 
Local Partnerships decreased ($315,000).  This decrease was due to repayment of mortgage notes 
($320,000), costs related to sale of properties ($26,000), purchase of property and equipment ($106,000) 
and a decrease in capitalization of consolidated subsidiaries attributable to noncontrolling interests 
($104,000), which exceeded net cash provided by operating activities ($155,000), proceeds from sale of 
properties ($25,000), a net increase in due to local general partners and affiliates relating to investing and 
financing activities ($25,000), and a decrease in cash held in escrow relating to investing activities 
($37,000).  Included in the adjustments to reconcile the net income to net cash provided by operating 
activities is depreciation and amortization in the amount of approximately ($830,000), gain on sale of 
properties of approximately $4,985,000 and loss on impairment of fixed assets of approximately 
($1,878,000).  

Total expenses for the year ended March 31, 2011 and 2010, respectively, excluding depreciation and 
amortization, interest, general and administrative – related parties and loss on impairment of fixed assets, 
totaled $4,901,452 and $4,838,572, respectively.   

Accounts payable as of March 31, 2011 and 2010 were $1,018,576 and $955,138, respectively.  Ac-
counts 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 cir-
cumstances advances from the Partnership.  Accrued interest as of March 31, 2011 and 2010 was 
$9,248,146 and $11,409,657, respectively.  Such amount represents the accrued interest on all mortgage 
loans, which include primary and secondary loans. Certain secondary loans have provisions 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 investment 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 without further recourse to the Partnership.  

Because the provisions of the secondary loans defer the payment of accrued interest of the respective 
Local Partnerships, the Partnership believes it (and the applicable Local Partnerships) 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, assuming the General Partner continues to 
defer the payment of fees as discussed below and in Note 8 to the Financial Statements in Item 8, the 
Partnership believes it 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. 

The Partnership has an unconsolidated working capital reserve of approximately $882,000 at March 31, 
2011.   

Long-term 

Partnership management fees owed to the General Partner amounting to approximately $3,520,000 and 
$3,845,000 were accrued and unpaid as of March 31, 2011 and 2010, respectively, and are included in 
the line item Due to general partner and affiliates in the consolidated balance sheets.  During the year 
ended March 31, 2011, management deemed the unpaid partnership management fees that were related 
to the property sold during the year ended March 31, 2011, uncollectible and as a result, wrote them off 
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in the amount of approximately $575,000, resulting in a non-cash General Partner contribution of the 
same amount.  Unpaid partnership management fees for any year are to be deferred without interest and 
will be payable out of sales or refinancing proceeds only to the extent of available funds after payments 
on all Partnership liabilities have been made other than to those owed to the General Partner and its affil-
iates, and after the Limited Partners have received a 10% return on their capital contributions.   

All other payables included in Due to general partner and affiliates are expected to be paid, if at all, from 
working capital reserves.  See Note 12 in Item 8 for further discussion of amounts due to the General 
Partner and its affiliates.  The General Partner does not anticipate advancing going forward any operating 
funds to any of the Local Partnerships in which the Partnership has invested.  Even if a situation arose 
where the General Partner and its affiliates needed to but were not able to make operating advances in the 
future due to lack of funds, the only impact on the Partnership would be that it would lose its investment 
in that particular Local Partnership.  The Partnership’s ability to continue its operations would not be 
affected. 

For discussion of contingencies affecting certain subsidiary partnerships, see Results of Operations of 
Certain Local Partnerships, below. Since the maximum loss the Partnership would be liable for is its net 
investment in the respective subsidiary partnerships, the resolution of the existing contingencies is not 
anticipated to impact future results of operations, liquidity or financial condition in a material way.  
However, the Partnership’s loss of its investment in a Local Partnership may result in recapture of Tax 
Credits if the investment is lost before the expiration of the Compliance Period.  Through December 31, 
2009, only Mansion Court Phase II Venture (“Mansion Court”) was required to recapture $489,362 of 
low-income housing Tax Credits. 

Except as described above, management is not aware of any trends or events, commitments or uncertain-
ties, 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 for laws that have not yet been adopted. The portfolio is 
diversified 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 invested the proceeds of its Offering in twenty 
Local Partnerships, all of which, other than Mansion Court, had their Tax Credits fully in place.  As of 
December 31, 2009, the Credit Periods had expired and the Partnership has met its objective of generat-
ing Tax Credits for qualified BACs holders.  The Compliance Periods will continue through December 
31, 2014 with respect to the Properties depending upon when the Credit Period commenced.   

Tabular Disclosure of Contractual Obligations 

The following table summarizes the Partnership’s commitments from operations as of March 31, 2011 to 
make future payments under its debt agreements and other contractual obligations.  
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Contractual Obligations Payment Due by Period  

 Total
Less than

1 Year
1 – 3 
Years

3 -5 
Years

More than 
5 Years 

 
Mortgage notes payable (a) $ 30,836,027 $ 2,762,616 $ 4,083,141 $ 4,369,528 $ 19,620,742
Land lease obligations (b) 757,988 21,252 42,504 42,504 651,728

 
Total $ 31,594,015 $ 2,783,868 $ 4,125,645 $ 4,412,032 $ 20,272,470

 
(a) The mortgage and construction notes, which are collateralized by land and buildings, are payable in ag-

gregate monthly installments of approximately $71,000 including principal and interest at rates varying
from 0% to 10% per annum, through the year 2046. Each subsidiary partnership’s mortgage note payable
is collateralized by the land and buildings of the respective subsidiary partnership, the assignment of each
certain subsidiary partnership’s rents and leases, and is without further recourse. 

(b) One of the subsidiary partnerships is leasing the land on which its apartment complex is located for a term
of 50 years, which commenced in August 1996, with monthly rent payments of $1,449.  Additional rent of
$322 per month, up to $100,000, will be paid during the final term to reimburse the District of Columbia
Department of Housing and Community Development for site improvement costs.  See Item 8, “Financial
Statements and Supplementary Data”, Note 12d.  

 

Off Balance Sheet Arrangements 

The Partnership has no off-balance sheet arrangements. 

Critical Accounting Policies 

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 preparation 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 financial statements in this annual report on Form 10-K. 

Property and Equipment 

Property and equipment to be held and used are carried at cost which includes the purchase price, acqui-
sition fees and expenses, construction period interest and any other costs incurred in acquiring the prop-
erties. The cost of property and equipment is depreciated over their estimated useful lives using accele-
rated and straight-line methods. Expenditures for repairs and maintenance are charged to expense as 
incurred; major renewals and betterments are capitalized. At the time property and equipment are retired 
or otherwise disposed of, the cost and accumulated depreciation are eliminated from the assets and ac-
cumulated depreciation accounts and the profit or loss on such disposition is reflected in earnings.  The 
Partnership complies with ASC 360, Property, Plant and Equipment.  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 are below depreciated cost. At that time, property investments them-
selves are reduced to estimated fair value (generally using discounted cash flows) when the Property is 
considered to be impaired and the depreciation cost exceeds estimated fair value.  
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During the year ended March 31, 2010, the Partnership recorded approximately $1,878,000 as a loss on 
impairment of assets or reduction to estimated fair value.  Through March 31, 2010, the Partnership has 
recorded approximately $30,350,000 as an aggregate loss on impairment of assets or reduction to 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.  There are no Local Partnerships whose assets are classified as property 
and equipment as held for sale as of March 31, 2011.   

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 rec-
ognized 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 (see Note 2e in Item 8).  

Income Taxes 

The Partnership is not required to provide for, or pay, any federal income taxes. Net income or loss gen-
erated 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 operates. For income tax 
purposes, the Partnership has a fiscal year ending December 31. 

Recent Accounting Pronouncements 

In May 2011, the Financial Accounting Standard Board (“FASB”) issued under Topic 820, Fair Value 
Measurements and Disclosures, ASU 2011-04, “Amendments to Achieve Common Fair Value Mea-
surement and Disclosure Requirements in U.S. GAAP and IFRSs”.  The amendments in this ASU result 
in common fair value measurement and disclosure requirements in U.S. GAAP and IFRSs.  Consequent-
ly, the amendments change the wording used to describe many of the requirements in U.S. GAAP for 
measuring fair value and for disclosing information about fair value measurements.  For many of the 
requirements, the FASB does not intend for amendments in this ASU to result in a change in the applica-
tion of the requirements in Topic 820.  The amendments in this ASU are to be applied prospectively.  For 
public entities, the amendments are effective during interim and annual periods beginning after Decem-
ber 15, 2011.  The adoption of this accounting standard will not have a material effect on the Partner-
ship’s consolidated financial statements. 

Results of Operations 

The following is a summary of the results of operations of the Partnership for the years ended March 31, 
2011 and 2010 (the 2010 and 2009 Fiscal Years) excluding the results of its discontinued operation 
which are not reflected in the following discussion (see Item 8, Note 13).   

The net income (loss) for the 2010 and 2009 Fiscal Years aggregated $1,071,859 and $(31,515,292), 
respectively. 
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The Partnership and BACs holders began recognizing Tax Credits with respect to a Property when the 
Credit Period for such Property commenced. Because of the time required for the acquisition, completion 
and rent-up of Properties, 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 were recognized in the 11th 
through 13th years.  As of December 31, 2009, Credit Periods had expired for all properties. 

2010 vs. 2009 

Rental income increased by approximately 3% for the 2010 Fiscal Year as compared to the 2009 Fiscal 
Year, primarily due to an increase in rental rates and tenant assistance payments at several Local Partner-
ships, offset by a decrease in rental subsidy income at one Local Partnership and a decrease in rental 
income at a second Local Partnership.   

Other income decreased approximately $39,000 for the 2010 Fiscal Year as compared to the 2009 Fiscal 
Year, primarily due to insurance proceeds received in the prior year resulting from a water pipe damage 
at one Local Partnership, a decrease in interest income due to lower reserve balances at a second Local 
Partnership and a decrease in late charges at a third Local Partnership, partially offset by a real estate tax 
refund received by a fourth Local Partnership. 

Total expenses excluding general and administrative-related parties, depreciation and amortization and 
loss on impairment of fixed assets remained consistent with a decrease of less than 1% for the 2010 Fis-
cal Year as compared to the 2009 Fiscal Year.   

General and administrative – related party expenses decreased approximately $100,000 for the 2010 
Fiscal Year as compared to the 2009 Fiscal Year, primarily due to a decrease in partnership management 
fees and other expense reimbursement allocations at the Partnership level due to sale of properties.   

Depreciation and amortization expense decreased approximately $1,217,000 for the 2010 Fiscal Year as 
compared to the 2009 Fiscal Year, primarily due to the reduction in carrying amounts relating to impair-
ment of assets recorded during the 2009 Fiscal Year at twelve Local Partnerships. 

Loss on impairment of fixed assets amounted to approximately $1,878,000 and $23,880,000 for the 2010 
and 2009 Fiscal Year, respectively.  See Note 4 in Item 8 for detailed discussion on impairments.   

Results of Operations of Certain Local Partnerships 

Subsidiary Partnerships – Going Concerns and Uncertainties 

Mansion Court Phase II Venture (“Mansion Court”) 
The financial statements for Mansion Court have been prepared in conformity with accounting principles 
generally accepted in the United States of America, which contemplates continuation of Mansion Court 
as a going concern.  In prior years and in 2010, Mansion Court has sustained operating losses and has not 
generated sufficient cash flow from operations to meet its obligations.  The Local General Partner has 
provided funding in the past years; however, there is no obligation to do so.  Mansion Court also has 
experienced a high number of vacancies due to deteriorating conditions in the area.  Management of 
Mansion Court continues to explore options to mitigate increased crime and deteriorating neighborhood 
conditions.  These options include assistance from local government housing agencies and could include 
transfer of ownership.   

The Partnership’s investment in Mansion Court at March 31, 2011 and 2010 was reduced to zero as a 
result of prior years’ losses and the noncontrolling interests balance was $(166,000) and $(164,000), 
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respectively.  Mansion Court’s net loss after noncontrolling interests amounted to approximately 
$250,000 and $65,000 for the 2010 and 2009 Fiscal Years, respectively.  The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty.   

During the year ended March 31, 2011, in accordance with ASC 360, Property, Plant and Equipment, the 
Partnership deemed the building of Mansion Court impaired and wrote it down to its fair value of zero, 
which resulted in a loss on impairment of approximately $194,000.  Fair value was obtained from an 
assessment made by management after indications that the carrying value of the assets were not recover-
able, evidenced by a history of net operating losses over the past few years.   

Brannon Group, L.C. (“Keys”) 
The financial statements for Keys have been prepared in conformity with accounting principles generally 
accepted in the United States of America, which contemplates continuation of Keys as a going concern.  
Keys has obligations that matured on March 31, 2011 in the amount of $1,246,798.  If Keys is unable to 
raise sufficient funds to meet these obligations, it would raise substantial doubt about its ability to con-
tinue as a going concern.  Keys’ management has obtained an extension and is currently working with 
the lender to refinance its obligations.   

The Partnership’s investment in Keys at March 31, 2011 and 2010 was reduced to zero as a result of 
prior years’ losses and the noncontrolling interests balance was approximately $(2,543,000) and 
$(2,307,000), respectively.  Keys’ net income (loss) after noncontrolling interests amounted to approx-
imately $75,000 and $(2,333,000) for the 2010 and 2009 Fiscal Years, respectively.  The financial state-
ments do not include any adjustments that might result from the outcome of this uncertainty.   

During the year ended March 31, 2010, in accordance with ASC 360, Property, Plant and Equipment, the 
Partnership deemed the building of Keys impaired and wrote it down to its estimated fair value which 
resulted in a loss of impairment of approximately $4,382,000.  Fair value was obtained from an assess-
ment made by the management after indications that the carrying value of the assets was not recoverable.   

Subsidiary Partnerships – Gain on Extinguishment of Debt 

During the year ended March 31, 2010, BK-10K Partners L.P. (“Knickerbocker”) recognized a gain on 
extinguishment of debt on its New York City Department of Housing Preservation and Development 
(“HPD”) Third Mortgage, which had a balance of $172,373 and a construction period interest rate of 
0.25% per annum, and subsequent rate of 0%.  No regular payments of principal were required under the 
HPD mortgage.  The terms included provisions that the HPD mortgage would be canceled and extin-
guished if Knickerbocker did not default on its first and second mortgages during the first fifteen years of 
their terms, which Knickerbocker complied with in 2009. 

Other 

The Partnership’s investment as a limited partner in the Local Partnerships is subject to the risks of po-
tential losses arising from management and ownership of improved real estate. The Partnership’s invest-
ments also could be adversely affected by poor economic conditions generally, which could increase 
vacancy levels and rental payment defaults, and increase operating expenses, any or all of which could 
threaten the financing viability of one or more of the Local Partnerships. 

There also are substantial risks associated with the operation of Apartment Complexes receiving gov-
ernment assistance. These include governmental regulations concerning tenant eligibility, which may 
make it more difficult to rent apartments in the Apartment Complexes; difficulties in obtaining govern-
ment approval for rent increases; limitations on the percentage of income which low and moderate-
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income tenants may pay as rent; the possibility that Congress may not appropriate funds to enable HUD 
to make the rental assistance payments it has contracted to make; and that when the rental assistance 
contracts expire there may not be market demand for apartments at full market rents in a Local Partner-
ship’s Apartment Complex. 

The Local Partnerships are impacted by inflation in several ways. Inflation allows for increases in rental 
rates generally to reflect the impact of higher operating and replacement costs. Inflation also affects the 
Local Partnerships adversely by increasing operating costs, for example, for such items as fuel, utilities 
and labor.   

Item 7A.  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 10% 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 of the Notes to 
Consolidated Financial Statements, the fair value of the mortgage notes payable.  The Partnership does 
not have any other market risk sensitive instruments.   
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
To the Partners of 
Independence Tax Credit Plus L.P. III and Subsidiaries 
(a Delaware limited partnership) 

We have audited the consolidated balance sheets of Independence Tax Credit Plus L.P. III and Subsidiar-
ies (a Delaware limited partnership) as of March 31, 2011 and 2010, and the related consolidated state-
ments of operations, changes in partners' capital (deficit), and cash flows for the years ended March 31, 
2011 and 2010 (the 2010 and 2009 Fiscal Years, respectively).  These financial statements are the re-
sponsibility of the Partnership's management.  Our responsibility is to express an opinion on these finan-
cial statements based on our audits.  We did not audit the financial statements for fifteen (2010 Fiscal 
Year) and seventeen (2009 Fiscal Year) subsidiary partnerships whose income (losses) aggregated 
$2,857,967 and $(4,927,774) for the years ended March 31, 2011 and 2010, respectively, and whose 
assets constituted 63% and 61% of the Partnership's assets at March 31, 2011 and 2010, presented in the 
accompanying consolidated financial statements.  The financial statements for fourteen (2010 Fiscal 
Year) and sixteen (2009 Fiscal Year) of these subsidiary partnerships were audited by other auditors 
whose reports thereon have been furnished to us and our opinion expressed herein, insofar as it relates to 
the amounts included for these subsidiary partnerships, is based solely upon the reports of the other audi-
tors.  The financial statement for one (2010 and 2009 Fiscal Years) of these subsidiary partnerships is 
unaudited.   

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States).  Those standards require that we plan and perform the audits to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  
An audit also includes assessing the accounting principles used and significant estimates made by man-
agement, as well as evaluating the overall financial statement presentation.  We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, based upon our audits, and the reports of the other auditors referred to above, the consoli-
dated financial statements referred to in the first paragraph present fairly, in all material respects, the 
financial position of Independence Tax Credit Plus L.P. III and Subsidiaries at March 31, 2011 and 2010, 
and the results of their operations and their cash flows for the years ended March 31, 2011 and 2010, in 
conformity with U.S. generally accepted accounting principles. 

As discussed in Note 12(b), the consolidated financial statements include the financial statements of two 
subsidiary partnerships with significant uncertainties.  The financial statements of these subsidiary part-
nerships were prepared assuming that they will continue as going concerns.  These two subsidiary part-
nerships’ net losses aggregated $413,927 (2010 Fiscal Year) and $4,959,477 (2009 Fiscal Year) and their 
assets aggregated $1,715,468 at March 31, 2011 and $1,938,832 at March 31, 2010.  Management’s plan 
in regard to this matter is also described in Note 12(b).  The accompanying consolidated financial state-
ments do not include any adjustments that might result from the outcome of this uncertainty.   

 

/s/TRIEN ROSENBERG 
WEINBERG CIULLO & FAZZARI LLP 

New York, New York 
June 27, 2011 



Merrill Corp - Merrill Corporation   ED True Blanks 8.25x10.75 Prospectus [Funds]    Style Only | rradatz | 04-Aug-10 15:22 | 07-28247-6.tb3 | Sequence: 1
CHKSUM    Content: No Content    Layout: 0    Graphics: No Graphics CLEAN

JOB: 07-28247-6    CYCLE#;BL#: 2; 0            TRIM: 8.25" x 10.75"    COMPOSITE
COLORS: none    GRAPHICS: none    V1.5



Merrill Corp - Merrill Corporation   ED True Blanks 8.25x10.75 Prospectus [Funds]    Style Only | rradatz | 04-Aug-10 15:22 | 07-28247-6.tb3 | Sequence: 1
CHKSUM    Content: No Content    Layout: 0    Graphics: No Graphics CLEAN

JOB: 07-28247-6    CYCLE#;BL#: 2; 0            TRIM: 8.25" x 10.75"    COMPOSITE
COLORS: none    GRAPHICS: none    V1.5



IN
D

E
PE

N
D

E
N

C
E

 T
A

X
 C

R
E

D
IT

 P
L

U
S 

L
.P

. I
II

 
62

5 
M

ad
is

on
 A

ve
nu

e 
N

ew
 Y

or
k,

 N
Y

 1
00

22
 

 

PR
SR

T 
ST

D
 

U
.S

. P
O

ST
A

G
E 

PA
ID

 
M

ER
R

IL
L 

C
O

R
PO

R
A

TI
O

N
 

ZI
P 

C
O

D
E 

10
01

4 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




