FREEDOM

TAX CREDIT PLUS

QUARTERLY REPORT

Ended
December 31, 2008
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Message to Our BACsholders:

We would like to take this opportunity to present the Quarterly Report for
Freedom Tax Credit Plus L.P. (the “Partnership”) including financial
statements for the quarter ended December 31, 2008.

During this quarter the Partnership liquidated its remaining assets. How-
ever, the general partners are currently working on filing the necessary
papers to terminate the Partnership. As such the Schedule K-1 form for
2008 will not be the final tax form you will be receiving. You will be
receiving a final form for the 2009 tax year in March of 2010. Detailed
information on all sales transactions are reported in Note 3 of this report.

The 2008 Schedule K-1 form will reflect capital gains of approximately
$49 per unit of investment. You may offset this gain with any unused
passive losses you may have accumulated from this Partnership which
were allocated to you on previous year’s Schedule K-1 forms. A distribu-
tion of net sales proceeds from assets sold during 2008 will accompany
your Schedule

K-1 form and is expected to be approximately $45 per unit of investment.
Please consult with you personal tax consultant for the treatment of the
K-1 line items with respect to your personal income tax return.

The Schedule K-1 forms for 2008 will be mailed mid-late March and
simultaneously will be accessible via our website. Please go to
www.centerline.com and click on “K-1 Tax Information for Investors”,
then click on the Partnership in which you are an investor. You will be
asked to provide your taxpayer identification number and your six-digit
investor number. If you do not know your six-digit investor number,
have recently changed your mailing address or have questions concerning
your investment, please contact Denise Bernstein of the Partnership’s
Investor Relations Department at 1-800-600-6422, ext. 6451.

Very truly yours,

bt 2,

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



Condensed Consolidated Balance Sheets

ASSETS

Operating assets

Property and equipment — (at cost,
net of accumulated depreciation of
$0 and $3,918,503, respectively)

Cash and cash equivalents

Cash held in escrow

Deferred costs (net of accumulated
amortization of $0 and $120,950,
respectively)

Due from local general partners and

affiliates (Note 2)

Other assets (Note 3)

Total operating assets

Assets related to discontinued
operations (Note 4)
Property and equipment held for
sale (net of accumulated
depreciation of $0 and $1,195,775,
respectively)
Other assets related to discontinued
operations
Total assets related to discontinued
operations

Total assets

December 31, March 31,
2008 2008

(Unaudited) (Audited)

$ 0 § 4,802,660
3,000,265 3,548,031

0 603,486

0 188,159

27,387 284,282
450,000 49,990

3,477,652 9,476,608

0 1,211,462

56,504 282,965

56,504 1,494,427

$ 3,534,156 $ 10,971,035

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Condensed Consolidated Balance Sheets (continued)

LIABILITIES AND PARTNERS’ CAPITAL (DEFICIT)

Operating liabilities
Mortgage notes payable
Accounts payable and other liabilities
Due to local general partners and
affiliates
Due to general partners and affiliates
(Note 2)

Total operating liabilities

Liabilities related to discontinued
operations (Note 4)
Mortgage notes payable
Liabilities related to discontinued
operations including minority
interest
Total liabilities related to discontinued
operations

Total liabilities
Minority interests
Commitments and contingencies (Note 5)
Partners’ capital (deficit):
Limited partners — 72,896 BACs issued
and outstanding
General partners

Total partners’ capital (deficit)

Total liabilities and partners’ capital
(deficit)

December 31, March 31,
2008 2008
(Unaudited) (Audited)
0 $ 4,507,006
37,340 204,024
0 19,081
0 2,166,168
37,340 6,896,279
0 1,610,199
31,472 297,989
31,472 1,908,188
68,812 8,804,467
(5,402) (201,531)
(2,998,163) (2,059,612)
6,468,909 4,427,711
3,470,746 2,368,099
3,534,156 $ 10,971,035

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Condensed Consolidated Statements of Operations

(Unaudited)

Operations:

Revenues

Other (including interest
income)

Total revenues

Expenses

General and administrative

General and administrative-
related parties (Note 2)

Depreciation and amortiza-
tion

Total expenses

Income (loss) from continu-
ing operations

Discontinued operations:

(Loss) income from discon-
tinued operations (includ-
ing minority interest and
gain (loss) on sale of prop-
erties) (Note 4)

Net (loss) income

Three Months Ended

Nine Months Ended

December 31, December 31,

2008 2007* 2008 2007*
$ 87929 $§ 86,322 $§ 65624 $ 236,988
87,929 86,322 65,624 236,988
54,745 116,069 217,069 330,552
13,986 108,792 105,960 235,657
0 89 0 266
68,731 224,950 323,029 566,475
19,198  (138,628)  (257,405)  (329,487)
(911,306) 3,727,143  (690,626) 3,305,964

$ (892,108) $3,588,515 $ (948,031) $2,976,477

The accompanying notes are an integral part of these condensed

consolidated financial statements.
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Condensed Consolidated Statements of Operations (continued)
(Unaudited)

Three Months Ended Nine Months Ended
December 31, December 31,
2008 2007* 2008 2007*

Income (loss) from continu-

ing operations — limited

partners $ 19,006 $ (137,242) $ (254,831) $ (326,192)
(Loss) income from discon-

tinued operations (includ-

ing minority interest and

gain (loss) on sale of prop-

erties) — limited partners (902,193) 3,689,872  (683,720) 3,272,904
Net (loss) income — limited

partners $ (883,187) $3,552,630 $ (938,551) $2,946,712
Number of BACs outstanding 72,896 72,896 72,896 72,896

Income (loss) from continu-

ing operations per

weighted average BAC $ 026 $ (1.88) $ 3.50) $ (4.47)
(Loss) income from discon-

tinued operations per

weighted average BAC (12.38) 50.61 (9.38) 44.89

Net (loss) income per
weighted average BAC $ (1212 8 4873 $  (12.89) $ 40.42

* Reclassified for comparative purposes.

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Condensed Consolidated Statement of Changes in Partners’

Capital (Deficit)
(Unaudited)

Limited General
Total Partners Partners
Partners’ capital (deficit) —

April 1,2008 $ 2,368,099 $ (2,059,612) $ 4,427,711
Net loss (948,031) (938,551) (9,480)
Contribution — write-off of

partnership management

fees related to sold prop-

erties 2,049,678 0 2,049,678
Contribution — write-off of

related party debt 1,000 0 1,000
Partners’ capital (deficit) —

December 31, 2008 $ 3,470,746 $ (2,998,163) $ 6,468,909

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Condensed Consolidated Statements of Cash Flows

(Unaudited)

Cash flows from operating activities:

Net (loss) income

Adjustments to reconcile net (loss) income to

net cash (used in) provided by operating
activities:

(Gain) loss on sale of properties

Depreciation and amortization

Minority interest in loss (gain) of
subsidiaries

Increase in cash held in escrow

(Increase) decrease in other assets

Decrease in accounts payable and other
liabilities

Decrease in due to general partners and
affiliates

Increase in due to local general partners
and affiliates

Net cash (used in) provided by operating
activities

Cash flows from investing activities:
Proceeds from sale of investments
Costs paid relating to sale of properties

Acquisition of property and equipment

Net cash provided by investing activities

Nine Months Ended
December 31,

2008

2007

(948,031) $ 2,976,477

(134,575) 172,895
205,988 1,015,908
879,031  (3,880,849)

(166,297)  (200,077)

(198,756) 357,439

(262,594)  (422,348)

(143,877) (17,301)

0 4,465
(769,111) 6,609
244,575 6,741,767
0 (297,349)
0 (174,522)
244,575 6,269,896

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Condensed Consolidated Statements of Cash Flows (continued)

(Unaudited)

Cash flows from financing activities:

Repayments of mortgage notes
Decrease in capitalization of consolidated subsidiar-
ies attributable to minority interest

Net cash used in financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period*

Summarized below are the components of the gain

(loss) on sale of properties:

Proceeds from sale of investment — net

Decrease in property and equipment, net of accumu-
lated depreciation

Increase in capital contribution — General Partner

Decrease in cash held in escrow

Decrease in rents receivable

(Increase) decrease in other assets

Decrease in mortgage notes payable

Decrease in accounts payable and other liabilities

Decrease in due to general partners and affiliates

Increase (decrease) in due to local general partners
and affiliate

Decrease in deferred costs

(Decrease) increase in capitalization of consolidated
subsidiaries attributable to minority interest

Supplemental disclosures of non-cash investing and
financing activities:
Contribution from write-off of related party debt

Contribution from write-off of partnership manage-
ment fees related to sold properties

See Note 4 for cash flows from discontinued operations.

5

Nine Months Ended
December 31,

2008 2007
(38,724) (2,042,897)
0 (625,025)
(38,724) (2,667.922)
(563,260) 3,608,583
3,584,111 5,901,561
$ 3020851 $_ 9.510,144
$  (244,575) S (6,444,418)
5,815,144 9,175,941
1,000 40,194
950,693 1,154,502
21,766 265,690
(192,963) 47,305
(6,078,481) (6,566,439)
(14,304) (335,320)
(1,000) (82,694)
264,433 (1,225,094)
181,149 39,070
(837,437) 4,104,158
$ 1,000 $ 0
2,049,678 0

tinued operations of $20,586 and $313,267, respectively.

Cash and cash equivalents, end of period, includes cash and cash equivalents from discon-

The accompanying notes are an integral part of these condensed
consolidated financial statements.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Note 1 - General

The condensed consolidated financial statements include the accounts of
Freedom Tax Credit Plus L.P. (“the Partnership”) and its subsidiary part-
nerships (“subsidiaries”, “subsidiary partnerships” or “Local Partner-
ships”) in which the Partnership is a limited partner. Through the rights of
the Partnership and/or an affiliate of Related Freedom Associates L.P., a
Delaware limited partnership and Freedom GP Inc., a Delaware corpora-
tion (each a “General Partner” and collectively, the “General Partners”),
which affiliate has a contractual obligation to act on behalf of the Partner-
ship to remove the general partner of the subsidiary partnership (each a
“Local General Partner”), and to approve certain major operating and
financial decisions, the Partnership has a controlling financial interest in
the Local Partnerships. As of December 31, 2008, the Partnership has
sold all of its remaining investments (see Note 3).

For financial reporting purposes, the Partnership’s third fiscal quarter
ends on December 31 in order to allow adequate time for the subsidiaries’
financial statements to be prepared and consolidated. The third quarter
for all subsidiaries ends September 30. Accounts of the subsidiaries have
been adjusted for intercompany transactions from October 1 through
December 31.

All intercompany accounts and transactions have been eliminated in
consolidation.

Increases (decreases) in the capitalization of consolidated subsidiaries
attributable to minority interest arise from cash contributions from and
cash distributions to the minority interest partners.

Losses attributable to minority interests aggregated approximately $0 and
$3,785,000 and $0 and $3,881,000 for the three and nine months ended
December 31, 2008 and 2007, respectively, which include approximately
$0 and $3,785,000 and $0 and $3,881,000, respectively, related to discon-
tinued operations. The Partnership’s investment in each subsidiary is
generally equal to the respective subsidiary’s partners’ equity less minori-
ty interest capital, if any.

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. In the opinion of the General
Partners of the Partnership, the accompanying unaudited condensed con-
solidated financial statements contain all adjustments (consisting only of
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

normal recurring adjustments) necessary to present fairly the condensed
consolidated financial position of the Partnership as of December 31,
2008, its results of operations for the three and nine months ended De-
cember 31, 2008 and 2007 and its cash flows for the nine months ended
December 31, 2008 and 2007. However, the operating results and cash
flows for the nine months ended December 31, 2008 may not be indica-
tive of the results for the entire year.

Certain information and note disclosures normally included in financial
statements prepared in accordance with accounting principles generally
accepted in the United States of America have been omitted or con-
densed. These condensed consolidated financial statements should be
read in conjunction with the consolidated financial statements and notes
thereto included in the Partnership’s Annual Report on Form 10-K for the
year ended March 31, 2008.

NOTE 2 — Related Party Transactions

The costs incurred to related parties from operations for the three and
nine months ended December 31, 2008 and 2007 were as follows:

Three Months Ended Nine Months Ended

December 31, December 31,
2008 2007* 2008 2007*
Partnership management fees (a) $ 0 $ 86,750 $ 0 $ 138,839
Expense reimbursement (b) 13,986 22,042 105,960 96,818
Total general and administra-
tive-related parties $ 13,986 $ 108,792 $ 105,960 $ 235,657

* Reclassified for comparative purposes.
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

The costs incurred to related parties from discontinued operations for the
three and nine months ended December 31, 2008 and 2007 were as fol-
lows:

Three Months Ended Nine Months Ended

December 31, December 31,
2008 2007* 2008 2007*

Local administrative fee (c) $ 750 $ 10,297 $ 2,500 $ 30,890
Total general and administra-

tive-General Partners 750 10,297 2,500 30,890
Property management fees

incurred to affiliates of the

Local General Partners (d) 38,371 83,947 118,237 285,407
Total general and administra-

tive-related parties $ 39,121 $§ 94244 $120,737 $ 316,297

* Reclassified for comparative purposes.

(a) The General Partners are entitled to receive a partnership manage-
ment fee, after payment of all Partnership expenses, which together with
the annual local administrative fees will not exceed a maximum of 0.5%
per annum of invested assets (as defined in the Partnership’s Amended
and Restated Agreement and Certificate of Limited Partnership (the
“Partnership Agreement”)), for administering the affairs of the Partner-
ship. Subject to the foregoing limitation, the partnership management fee
will be determined by the General Partners in their sole discretion based
upon their review of the Partnership’s investments. Unpaid Partnership
management fees for any year will be accrued without interest and will be
payable from working capital reserves or to the extent of available funds
after the Partnership has made distributions to the limited partners and
Beneficial Assignment Certificates (“BACs”) holders of sale or refinanc-
ing proceeds equal to their original capital contributions plus a 10% prior-
ity return thereon (to the extent not theretofore paid out of cash flow).
During the quarter ended December 31, 2008, management deemed the
unpaid partnership management fees related to sold properties uncollecti-
ble and wrote off approximately $2,050,000, resulting in a non-cash
General Partner contribution of the same amount. Partnership manage-
ment fees owed to the General Partners amounting to approximately $0
and $2,090,000 were accrued and unpaid as of December 31, 2008 and
March 31, 2008, respectively.

-11-



Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

(b) The Partnership reimburses the General Partners and their affiliates
for actual Partnership operating expenses incurred by the General Part-
ners and their affiliates on the Partnership’s behalf. The amount of reim-
bursement from the Partnership is limited by the provisions of the Part-
nership Agreement. Another affiliate of the General Partners performs
asset monitoring for the Partnership. These services include site visits and
evaluations of the subsidiary partnerships’ performance.

(c) Freedom SLP L.P., a special limited partner of the subsidiary partner-
ships, is entitled to receive an annual local administrative fee of up to
$2,500 per year from each subsidiary partnership.

(d) Property management fees incurred by subsidiary partnerships
amounted to $38,371 and $92,712 and $118,237 and $311,533 for the
three and nine months ended December 31, 2008 and 2007, respectively.
Of these fees, $38,371 and $83,947 and $118,237 and $285,407 were
incurred to affiliates of the subsidiary partnerships, all of which related to
discontinued operations.

(e) Due from Local General Partners and affiliates at December 31, 2008
and March 31, 2008 consists of the following:

December
31, March 31,
2008 2008
Operating advances $ 0 $ 284282

NOTE 3 — Sale of Properties

As of December 31, 2008, the Partnership has disposed of all forty-two of
its original investments. During the fourth fiscal quarter ending March
31, 2009, the Partnership will commence the process of winding down its
operations. In accordance with the provisions of the Partnership Agree-
ment, a final cash distribution is expected to be made during calendar
year 2009 from available cash less costs incurred to terminate the Partner-
ship.

On December 31, 2008, the Partnership’s limited partnership interest in
Flipper Temple Associates, L.P. (“Flipper Temple”) was sold to an affili-
ate of the Local General Partner for a sales price of $550,000. The Part-
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

nership received proceeds of $100,000, and the remaining $450,000 is to
be paid in guaranteed payments through March 1, 2009, which is included
in other assets at December 31, 2008. Because Flipper Temple was sold
to a related party of the Local Partnership, the sale resulted in a non-cash
distribution from the Local Partnership to the Local General Partner of
approximately $1,394,000 at the date of sale. Such distribution flows
through minority interest as a result of the write-off of the basis in the
property of approximately $1,944,000 and the $550,000 cash and guaran-
teed payments receivable from the sale.

On October 28, 2008, the Partnership’s limited partnership interest in
Pine Shadow, Ltd. (“Pine Shadow”) was sold to an affiliate of the Local
General Partner for a sales price of $1,000. Because Pine Shadow was
sold to a related party of the Local Partnership, the sale resulted in a non-
cash contribution to the Local Partnership from the Local General Partner
of approximately $294,000 at the date of sale. Such contribution flows
through minority interest as a result of the write-off of the deficit basis in
the property of approximately $294,000. The sale also resulted in a non-
cash contribution to the Local Partnership from the General Partner of
approximately $1,000 as a result of write-off of fees owed by the Local
Partnership to an affiliate of the General Partner.

On October 28, 2008, the Partnership’s limited partnership interest in
Westbrook Square, L.P. (“Westbrook™) was sold to an affiliate of the
Local General Partner for a sales price of $1,000. Because Westbrook
was sold to a related party of the Local Partnership, the sale resulted in a
non-cash contribution to the Local Partnership from the Local General
Partner of approximately $231,000 at the date of sale. Such contribution
flows through minority interest as a result of the write-off of the deficit
basis in the property of approximately $231,000.

On August 8, 2008, the Partnership’s limited partnership interest in War-
saw Elderly Housing, Ltd. (“Warsaw”) was sold to an affiliate of the
Local General Partner for a sale price of $10,000. The Partnership re-
ceived proceeds of $10,000. Because Warsaw was sold to a related party
of the Local Partnership, the sale resulted in a non-cash contribution to
the Local Partnership from the Local General Partner of approximately
$1,000 at the date of sale. Such contribution flows through minority
interest as a result of the write-off of the basis in the property of approx-
imately $9,000 and the $10,000 cash received from the sale.
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

On February 28, 2008, the Partnership’s limited partnership interest in
Ogontz Hall Investors, L.P. (“Ogontz Hall”’) was sold to an affiliate of the
Local General Partner for a sales price of $15,000. The Partnership re-
ceived proceeds of $15,000. Because Ogontz Hall was sold to a related
party of the Local Partnership, the sale resulted in a non-cash contribution
to the Local Partnership from the Local General Partner of approximately
$508,000 at the date of sale. An adjustment to the non-cash contribution
of approximately $30,000 was recorded during the quarter ended June 30,
2008, resulting in an overall non-cash contribution of approximately
$538,000. Such contribution flows through minority interest as a result of
the write-off of the deficit basis in the property of approximately
$523,000 and the $15,000 cash received from the sale.

On July 26, 2006, the property and the related assets and liabilities of
Washington Brooklyn Limited Partnership (“Washington”) were sold to
an unaffiliated third party purchaser for a sales price of approximately
$160,000 and the assumption of the related mortgage liabilities and cer-
tain litigation which was resolved in 2006. After the repayment of other
liabilities and closing costs of approximately $25,000, the Partnership
received $134,575 on May 8, 2008. During the quarter ended June 30,
2006, in accordance with Statement of Financial Accounting Standards
No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Asset” (“SFAS No. 144”), the Partnership deemed the building impaired
and wrote it down to its fair value which resulted in a loss on impairment
of $400,000. The sale resulted in a loss of approximately $384,000 re-
sulting from the write-off of the partners’ basis in the property of approx-
imately $384,000 at the date of the sale which was recognized during the
year ended March 31, 2007. Adjustments to the loss of approximately
$5,000 and $135,000 in gain were recorded during the quarters ended
June 30, 2007 and September 30, 2008, resulting in overall loss of ap-
proximately $244,000. The sale also resulted in a non-cash contribution
to the Local Partnership from an affiliate of the Local General Partner of
approximately $30,000 as a result of the write-off of payables owed by
Local Partnership. The sale resulted in the liquidation of Washington.

On December 31, 2007, the Partnership’s limited partnership interest in
Brittany Associates, L.P. (“Brittany”) was sold to the Local General
Partner for a sales price of $1,000. The Partnership received proceeds of
$1,000. Because Brittany Manor was sold to a related party of the Local
Partnership, the sale resulted in a non-cash distribution from the Local
Partnership to the Local General Partner of approximately $25,000 at the
date of sale. Such distribution, which was recognized during the fourth
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

quarter ended March 31, 2008, flows through minority interest as a result
of the write-off of the basis in the property of approximately $26,000 and
the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
Brookwood Associates, Ltd. (“Brookwood”) was sold to the Local Gen-
eral Partner for a sales price of $1,000. The Partnership received
proceeds of $1,000. Because Brookwood Apartments was sold to a re-
lated party of the Local Partnership, the sale resulted in a non-cash con-
tribution to the Local Partnership from the Local General Partner of ap-
proximately $152,000 at the date of sale. Such contribution, which was
recognized during the fourth quarter ended March 31, 2008, flows
through minority interest as a result of the write-off of the deficit basis in
the property of approximately $151,000 and the $1,000 cash received
from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
Elmwood Associates, L.P. (“Elmwood”) was sold to the Local General
Partner for a sales price of $1,000. The Partnership received proceeds of
$1,000. Because Elmwood Square was sold to a related party of the
Local Partnership, the sale resulted in a non-cash distribution from the
Local Partnership to the Local General Partner of approximately $73,000
at the date of sale. Such distribution, which was recognized during the
fourth quarter ended March 31, 2008, flows through minority interest as a
result of the write-off of the basis in the property of approximately
$74,000 and the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
Heflin Hills Apartments, L.P. (“Heflin Hills”") was sold to the Local Gen-
eral Partner for a sales price of $1,000. The Partnership received
proceeds of $1,000. Because Heflin Hills was sold to a related party of
the Local Partnership, the sale resulted in a non-cash contribution to the
Local Partnership from the Local General Partner of approximately
$33,000 at the date of sale. Such contribution, which was recognized
during the fourth quarter ended March 31, 2008, flows through minority
interest as a result of the write-off of the deficit basis in the property of
approximately $32,000 and the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
Hidden Valley Apartments, Ltd. (“Hidden Valley”) was sold to the Local
General Partner for a sales price of $1,000. The Partnership received
proceeds of $1,000. Because Hidden Valley was sold to a related party of
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

the Local Partnership, the sale resulted in a non-cash distribution from the
Local Partnership to the Local General Partner of approximately
$128,000 at the date of sale. Such distribution, which was recognized
during the fourth quarter ended March 31, 2008, flows through minority
interest as a result of the write-off of the basis in the property of approx-
imately $129,000 and the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
New Augusta Associates, Ltd. (“New Augusta”) was sold to the Local
General Partner for a sales price of $1,000. The Partnership received
proceeds of $1,000. Because New Augusta was sold to a related party of
the Local Partnership, the sale resulted in a non-cash distribution from the
Local Partnership to the Local General Partner of approximately $45,000
at the date of sale. Such distribution, which was recognized during the
fourth quarter ended March 31, 2008, flows through minority interest as a
result of the write-off of the basis in the property of approximately
$46,000 and the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
Shadowood Apartments, Ltd. (“Shadowood”) was sold to the Local Gen-
eral Partner for a sales price of $1,000. The Partnership received
proceeds of $1,000. Because Shadowood was sold to a related party of
the Local Partnership, the sale resulted in a non-cash distribution from the
Local Partnership to the Local General Partner of approximately $6,000
at the date of sale. Such distribution, which was recognized during the
fourth quarter ended March 31, 2008, flows through minority interest as a
result of the write-off of the basis in the property of approximately $7,000
and the $1,000 cash received from the sale.

On December 31, 2007, the Partnership’s limited partnership interest in
West Hill Square Apartments, Ltd. (“West Hill Square”) was sold to the
Local General Partner for a sales price of $1,000. The Partnership re-
ceived proceeds of $1,000. Because West Hill Square was sold to a re-
lated party of the Local Partnership, the sale resulted in a non-cash con-
tribution to the Local Partnership from the Local General Partner of ap-
proximately $6,000 at the date of sale. Such contribution, which was
recognized during the fourth quarter ended March 31, 2008, flows
through minority interest as a result of the write-off of the deficit basis in
the property of approximately $5,000 and the $1,000 cash received from
the sale.

-16 -



Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

On December 31, 2007, the Partnership’s limited partnership interest in
Windsor Place, Ltd. (“Windsor”) was sold to the Local General Partner
for a sales price of $1,000. The Partnership received proceeds of $1,000.
Because Windsor Place was sold to a related party of the Local Partner-
ship, the sale resulted in a non-cash contribution to the Local Partnership
from the Local General Partner of approximately $28,000 at the date of
sale. Such contribution, which was recognized during the fourth quarter
ended March 31, 2008, flows through minority interest as a result of the
write-off of the deficit basis in the property of approximately $27,000 and
the $1,000 cash received from the sale.

On December 27, 2007, the Partnership’s limited partnership interest in
Middletown Associates (“Wilson Street”) was sold to an affiliate of the
Local General Partner for a sales price of $20,000. Because Wilson
Street was sold to a related party of the Local Partnership, the sale re-
sulted in a non-cash contribution to the Local Partnership from the Local
General Partner of approximately $53,000 at the date of sale. A down-
ward adjustment to the non-cash contribution of $2,000 was recorded
during the quarter ended March 31, 2008, resulting in an overall non-cash
contribution of $51,000. Such contribution flows through minority inter-
est as a result of the write-off of the deficit basis in the property of ap-
proximately $33,000 and $20,000 cash received from the sale. The sale
also resulted in a non-cash contribution to the Local Partnership from an
affiliate of the General Partner of approximately $23,000 as a result of the
write-off of payables owed by the Local Partnership.

On December 10, 2007, the Partnership’s limited partnership interest in
Pecan Creek Limited Partnership (“Pecan Creek”) was sold to an affiliate
of the Local General Partner for a sales price of $25,000. The Partnership
received proceeds of $25,000. Because Pecan Creek was sold to a related
party of the Local Partnership, the sale resulted in a non-cash contribution
to the Local Partnership from the Local General Partner of approximately
$99,000 at the date of sale. Such contribution flows through minority
interest as a result of the write-off of the deficit basis in the property of
approximately $74,000 and the $25,000 received from the sale.

On November 16, 2007, the Partnership’s limited partnership interest in
Grand Vendome Associates Limited Partnership (“Vendome”) was sold
to an affiliate of the Local General Partner for a sales price of $125,000.
The Partnership received proceeds of $125,000. Because Vendome was
sold to a related party of the Local Partnership, the sale resulted in a non-
cash contribution to the Local Partnership from the Local General Partner
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

of approximately $1,271,000 at the date of sale. An adjustment to the
non-cash contribution of $106,000 was recorded during the quarter ended
March 31, 2008, resulting in an overall non-cash contribution of
$1,377,000. Such contribution flows through minority interest as a result
of the write-off of the deficit basis in the property of approximately
$1,252,000 and the $125,000 cash received from the sale.

On October 24, 2007, the property and the related assets and liabilities of
Victoria Manor Associates (“Victoria Manor”) were sold to an affiliate of
the Local General Partner for a sale price of $6,475,000. The Partnership
received proceeds of $3,660,000 from this sale after the repayment of
mortgages, other liabilities, closing costs and distribution to minority
interest of approximately $2,818,000. Because Victoria Manor was sold
to a related party of the Local Partnership, the sale resulted in a non-cash
contribution to the Local Partnership from the Local General Partner of
approximately $2,726,000 at the date of sale. An adjustment to the non-
cash contribution of $744,000 was recorded during the quarter ended
March 31, 2008, resulting in an overall non-cash contribution of
$3,470,000. Such contribution flows through minority interest as a result
of the write-off of the deficit basis in the property.

On September 11, 2007, the Partnership’s limited partnership interest in
Magnolia Mews Limited Partnership (“Magnolia Mews”) was sold to the
Local General Partner for a sales price of $82,500. The Partnership re-
ceived proceeds of $82,500 from this sale. Because Magnolia Mews was
sold to a related party of the Local Partnership, the sale resulted in a non-
cash distribution from the Local Partnership to the Local General Partner
of approximately $153,000 at the date of the sale. A downward adjust-
ment to the non-cash distribution of $27,000 was recorded during the
quarter ended March 31, 2008, resulting in an overall non-cash distribu-
tion of $126,000. Such distribution flows through minority interest as a
result of the write-off of the partners’ basis in the property of approx-
imately $208,000 and the $82,500 cash received from the sale.

On May 3, 2007, the Partnership’s limited partnership interest in 220
Cooper Street Limited Partnership (“Cooper Street”) was sold to the
Local General Partner for a sales price of $50,000. The Partnership re-
ceived net proceeds of approximately $12,000 from this sale. Because
Cooper Street was sold to a related party of the Local Partnership, the sale
resulted in a non-cash contribution to the Local Partnership from the
Local General Partner of approximately $173,000 which was recognized
during the quarter ended June 30, 2007. An adjustment to the non-cash
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

contribution of approximately $33,000 and a downward adjustment to the
non-cash contribution of approximately $16,000 was recorded during the
quarters ended September 30, 2007 and March 31, 2008, respectively,
resulting in an overall non-cash contribution of approximately $190,000.
Such contribution flows through minority interest as a result of the write-
off of the partners’ deficit basis in the property of approximately
$178,000 and the $12,000 cash received from the sale.

NOTE 4 — Discontinued Operations

The following table summarizes the financial position of the Local Part-
nerships that are classified as discontinued operations because the respec-
tive Local Partnerships were sold or under contract to be sold and, there-
fore, classified as assets held for sale. Victoria Manor and Ogontz Hall,
which were sold during the year ended March 31, 2008, and Warsaw,
Westbrook, Pine Shadow and Flipper Temple, which were sold during the
nine months ended December 31, 2008, were all classified as discontin-
ued operations on the accompanying condensed consolidated balance
sheets. Victoria Manor, which was sold during the year ended March 31,
2008 and Pine Shadow, which was classified as an asset held for sale as
of March 31, 2008, were all classified as discontinued operations on the
accompanying balance sheets.
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

Consolidated Balance Sheets of Discontinued Operations:

December 31, March 31,

2008 2008
Assets
Property and equipment, net of
accumulated depreciation of $0 and
$1,195,775, respectively $ 0 $ 1,211,462
Cash and cash equivalents 20,586 36,080
Cash held in escrow 28,626 209,536
Other assets 7,292 37,349
Total assets $ 56,504 $ 1,494,427
Liabilities
Mortgage notes payable $ 0$ 1,610,199
Accounts payable and other liabilities 0 110,212
Due to local general partners and
affiliates 31,472 32,239
Due to general partners and affiliates 0 1,000
Minority interest 0 154,538
Total liabilities $ 31,472 $§ 1,908,188

The following table summarizes the results of operations of the Local
Partnerships that are classified as discontinued operations. Ogontz Hall
and Victoria Manor, which were sold during the year ended March 31,
2008, and Warsaw, Westbrook, Pine Shadow and Flipper Temple, which
were sold during the nine months ended December 31, 2008, were all
classified as discontinued operations on the accompanying condensed
consolidated statements of operations. Magnolia Mews, Cooper Street,
Vendome, Wilson Street, Pecan Creek, Brittany, Brookwood, Elmwood,
Heflin Hills, Hidden Valley, New Augusta, Shadowood, West Hill Square
and Windsor, which were sold during the nine months ended December
31, 2007, and Ogontz Hall, Warsaw, Pine Shadow, Westbrook and Flip-
per Temple, in order to present comparable results for the three and nine
months ended December 31, 2008, were all classified as discontinued
operations on the accompanying condensed consolidated statements of
operations.
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

Condensed Consolidated Statements of Discontinued Operations:

Revenues

Rental income

Other

Gain (loss) on sale of property
Total revenues

Expenses

General and administrative

General and administrative-related
parties (Note 2)

Repairs and maintenance

Operating and other

Real estate taxes

Insurance

Interest

Depreciation and amortization

Total expenses

Income (loss) before minority
interest

Minority interest in (income) loss of
subsidiaries from discontinued
operations

Net (loss) income from discontinued
operations

Net (loss) income — limited partners
from discontinued operations

Number of BACs outstanding
Net (loss) income from discontinued

operations per weighted average
BAC

Three Months Ended

Nine Months Ended

December 31, December 31,

2008 2007* 2008 2007*
$ 720427 $ 1,187,712 $ 1,707,627 $ 4,030,166
10,982 175,865 186,047 527,394
0 0 134,575 (172,895)
731,409 1,363,577 2,028,249 4,384,665
121,145 167,997 292,216 708,667
39,121 94,244 120,737 316,297
143,145 302,344 361,731 956,784
76,532 135,085 173,908 482,765
68,146 81,874 143,447 248,440
54,074 68,513 122,205 245,866
121,991 304,796 419,612 985,089
71,979 266,594 205,988 1,015,642
696,133 1,421,447 1,839,844 4,959,550
35,276 (57,870) 188,405 (574,885)
(946,582) 3,785,013 (879,031) 3,880,849
$_(911,306) $3,727,143 $_(690,626) $ 3,305,964
$_(902,193) $3,689.872 $_(683,720) $ 3,272,904
72,896 72,896 72,896 72,896
$ (1238) $ 50.61 S (9.38) § 44.89
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Notes to Consolidated Financial Statements (continued)
December 31, 2008 (Unaudited)

Cash Flows from Discontinued Operations:

Nine Months Ended
December 31,
2008 2007*
Net cash used in discontinued operating
activities $ (1,335,791) $ (1,214,648)
Net cash provided by (used in)
discontinued investing activities $ 244,397 $(13,610,159)
Net cash provided by discontinued
financing activities $ 798,713 $ 14,534,670

* Reclassified for comparative purposes.

NOTE 5 — Commitments and Contingencies
Other

As of December 31, 2008, the Partnership has disposed of all of its in-
vestments in subsidiary partnerships (see Note 3). During the fourth
fiscal quarter ending March 31, 2009, the Partnership will commence the
process of winding down its operations.

Except as described above, management is not aware of any trends or
events, commitments or uncertaintics, which have not otherwise been
disclosed, that will or are likely to impact liquidity in a material way.
Management believes the only impact would be from laws that have not
yet been adopted.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations

(Summarized from Form 10-Q as filed with the Securities and Exchange
Commission.)

(A copy of Form 10-Q is available upon written request)

Liquidity and Capital Resources

The Partnership’s capital was originally invested in forty-two Local Part-
nerships. As of December 31, 2008, the Partnership disposed of all of its
original investments. During the fourth fiscal quarter ending March 31,
2009, the Partnership will commence the process of winding down its
operations. In accordance with the provisions of the Partnership Agree-
ment, a final cash distribution is expected to be made during calendar
year 2009 from available cash less costs incurred to terminate the Partner-
ship.

Short-Term

The Partnership’s primary sources of funds have included: (i) working
capital reserves, exclusive of Local Partnerships’ working capital; (ii)
interest earned on the working capital reserves; (iii) cash distributions
from operations of the Local Partnerships; and (iv) sales proceeds and
distributions. Such funds, although minimal (other than sales proceeds
and sales distributions), are available to meet the obligations of the Part-
nership. During the nine months ended December 31, 2008 and 2007,
distributions from operations of the Local Partnerships amounted to ap-
proximately $2,000 and $68,000, respectively, which have been eliminat-
ed in consolidation. Additionally, during the nine months ended Decem-
ber 31, 2008 and 2007, the Partnership received approximately $256,000
and $3,927,000, respectively, of proceeds and distributions from the sale
of investments.

For the nine months ended December 31, 2008, cash and cash equivalents
of the Partnership and its consolidated Local Partnerships decreased
approximately $563,000 due to net cash used in operating activities of
approximately $769,000 and repayments of mortgage notes of approx-
imately $39,000. Such outflows exceeded proceeds from sale of invest-
ments of approximately $245,000. Included in the adjustments to recon-
cile the net loss to net cash used in operating activities is depreciation and
amortization of approximately $206,000 and gain on sale of properties of
approximately $135,000.

Total expenses for the three and nine months ended December 31, 2008
and 2007, excluding depreciation and amortization and general and ad-
ministrative-related parties, totaled $54,745 and $116,069 and $217,069
and $330,552, respectively.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

As of December 31, 2008 and March 31, 2008, accounts payable and
other liabilities totaled $37,340 and $204,024, respectively, which are
comprised of the following amounts:

December 31, March 31,

2008 2008
Accounts payable $ 37340 $ 141,746
Accrued interest payable 0 19,710
Security deposits payable 0 42,568
Total accounts payable and other
liabilities $ 37,340 § 204,024

Accounts payable are short term liabilities which are expected to be paid
from operating cash flows, working capital balances at the Local Partner-
ship level, Local General Partner advances and, in certain circumstances,
advances from the Partnership.

Accrued interest payable, which were recorded at March 31, 2008,
represented the accrued interest on all mortgage loans, which included
primary and secondary loans. Certain secondary loans had provisions
such that interest was accrued but not payable until a future date.

Security deposits payable, which were recorded at March 31, 2008, were
offset by cash held in security deposits, which were included in “Cash
held in escrow” on the financial statements.

A working capital reserve of approximately $2,996,000, exclusive of
Local Partnerships’ working capital, remained unused at December 31,
2008. It is used to pay operating expenses of the Partnership, including
partnership management fees payable to the General Partners and ad-
vances to Local Partnerships if warranted.

Partnership management fees and expense reimbursements owed to the
General Partners amounting to approximately $0 and $2,126,000 were
accrued and unpaid as of December 31, 2008 and March 31, 2008, re-
spectively. During the quarter ended December 31, 2008, management
deemed the unpaid partnership management fees related to sold properties
uncollectible and wrote off approximately $2,050,000, resulting in a non-
cash General Partner contribution of the same amount.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

For a discussion of contingencies affecting certain Local Partnerships, see
Note 5 to the condensed consolidated financial statements. Since the
maximum loss the Partnership would be liable for is its net investment in
the respective Local Partnerships, the resolution of the existing con-
tingencies is not anticipated to impact future results of operations, liquidi-
ty or financial condition in a material way.

Management is not aware of any trends or events, commitments or uncer-
tainties, which have not otherwise been disclosed, that will, or are likely
to impact liquidity in a material way. Management believes the only
impact would be from laws that have not yet been adopted. As of De-
cember 31, 2008, the Partnership has disposed of all of its investments.

The Partnership fully invested the proceeds of its offering in forty-two
local partnerships, all of which were held through the end of their respec-
tive Compliance Periods. The Tax Credit Periods and Compliance Pe-
riods for each Local Partnership expired with each Local Partnership
having utilized its full Tax Credits without recapture.

Off-Balance Sheet Arrangements
The Partnership has no off-balance sheet arrangements.

Tabular disclosure of Contractual Obligations

The Partnership disclosed in Item 7 of the Partnership’s Annual Report on
Form 10-K for the year ended March 31, 2008, the Partnership’s com-
mitments to make future payments under its debt agreements and other
contractual obligations. At December 31, 2008, the Partnership has no
mortgage notes payable.

Discontinued Operations

As of December 31, 2008, the Partnership had sold all of its remaining
investments. The disposals meet the criteria established for recognition
as a discontinued operation under Statement of Financial Accounting
Standards No. 144 Accounting for the Impairment or Disposal of Long-
Lived Assets (“SFAS No. 144”). SFAS No. 144 specifically requires that
such amounts must differentiate a component of a business comprised of
operations and cash flows that can be clearly distinguished operationally
and for financial reporting purposes, from the rest of the entity. See Note
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

3 to the condensed consolidated financial statements for a discussion of
the sale of properties.

Critical Accounting Policies and Estimates

In preparing the condensed consolidated financial statements, manage-
ment 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 pe-
riods. Actual results could differ from those estimates. Set forth below is
a summary of the accounting policies that management believes are criti-
cal to the preparation of the condensed consolidated financial statements.
The summary should be read in conjunction with the more complete
discussion of the Partnership accounting policies included in Item 8, Note
2 to the consolidated financial statements in the Annual Report on Form
10-K for the year ended March 31, 2008.

Property and Equipment

In accordance with SFAS No. 144, the results of discontinued operations
are reported as a separate component of income before extraordinary
items on the condensed consolidated statements of operations. Discon-
tinued operations include the results of operations and any gain or loss
recognized for Local Partnerships that have been disposed of or are held
for sale. A gain or loss recognized on the disposal is disclosed in the
notes to the condensed consolidated financial statements. Adjustments to
amounts previously reported in operations that are directly related to the
disposal of a Local Partnership are reclassified in the current period as
discontinued operations for comparability purposes. Assets and liabilities
of a Local Partnership that are classified as held for sale are presented
separately in the asset and liability sections, respectively, of the con-
densed consolidated balance sheets.

During the nine months ended December 31, 2008, the Partnership has
not recorded any loss on impairment of assets or reduction to estimated
fair value. For the period from inception through December 31, 2008, the
Partnership has recorded approximately $5,726,000 as a loss on impair-
ment of assets or reduction to estimated fair value.

At the time management committed to a plan to dispose of the assets,
such assets were adjusted to the lower of the carrying amount or fair
value less costs to sell. These assets were classified as property and
equipment-held for sale and were not depreciated.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

Revenue Recognition

Rental income is earned primarily under standard residential operating
leases and is typically due the first day of each month, but can vary by
property due to the terms of the tenant leases. Rental income is recog-
nized when earned and as rents become due and charged to tenants’ ac-
counts receivable if not received by the due date. Rental payments re-
ceived in advance of the due date are deferred until earned. Rental subsi-
dies are recognized as rental income during the month in which they are
earned. As of December 31, 2008, the Partnership has disposed of all of
its remaining assets and no longer will be generating rental income.

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.

Results of Operations

As of December 31, 2008, the Partnership has sold all of its remaining
assets. Therefore, all operations have been discontinued. During the
fourth fiscal quarter ending March 31, 2009, the Partnership will com-
mence the process of winding down its operations.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

As of December 31, 2008, the Partnership does not have any market
sensitive instruments.

Item 4(T). Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures. The Chief Ex-
ecutive Officer and Chief Financial Officer of Related Freedom Asso-
ciates L.P. and Freedom G.P. Inc., the general partners of the Partnership,
have evaluated the effectiveness of the Partnership’s disclosure controls
and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (“Exchange
Act”)) as of the end of the period covered by this report. Based on such
evaluation, such officers have concluded that, as of the end of such pe-
riod, the Partnership’s disclosure controls and procedures are effective.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

(b) Management’s Annual Report on Internal Control over Financial
Reporting.  Our management is responsible for establishing and main-
taining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rules 13a-15(f) and 15d-15(f). In evaluating
the Partnership’s internal control over financial reporting, management
has adopted the framework in Internal Control-Integrated Framework
issued by the Committee of Sponsoring organizations of the Treadway
Commission (the “COSO Framework™). Under the supervision and with
the participation of our management, including the Chief Executive Of-
ficer and Chief Financial Officer of the General Partner, the Partnership
conducted an evaluation of the effectiveness of its internal control over
financial reporting as of March 31, 2008. The Partnership’s internal
control over financial reporting is a process designed to provide reasona-
ble assurance regarding the reliability of financial reporting and the prep-
aration of financial statements for external reporting purposes in accor-
dance with generally accepted accounting principles. Internal control
over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accu-
rately and fairly reflect the transactions and dispositions of the assets of
the Company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that re-
ceipts and expenditures of the Company are being made only in accor-
dance with authorizations of management and directors of the Company;
and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the compa-
ny’s assets that could have a material effect on the financial statements.
However, because of inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteri-
orate.

Based on management’s evaluation under the COSO Framework, it has
concluded that the Partnership’s internal control over financial reporting,
was, as of March 31, 2008, effective at the Partnership level, in that they
provide reasonable assurance that information required to be disclosed by
the Partnership in the reports it files or submits under the Securities Ex-
change Act is recorded, processed, summarized and reported within the
time periods specified in the SEC's rules and forms.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

The Partnership’s Annual Report on Form 10-K did not include an attes-
tation report of the Partnership’s registered public accounting firm regard-
ing internal control over financial reporting. The Partnership’s internal
control over financial reporting was not subject to attestation by the Part-
nership’s registered public accounting firm pursuant to temporary rules of
the Securities and Exchange Commission that permit the Partnership to
provide only this report.

(c) Changes in Internal Controls over Financial Reporting. Except as
noted in (b) above, during the period ended December 31, 2008, there
were no changes in the Partnership’s internal control over financial re-
porting that have materially affected, or are reasonably likely to material-
ly affect, the Partnership’s internal control over financial reporting.
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