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Message to Our BACsholders:

We would like to take this opportunity to present the Quarterly Report for
Independence Tax Credit Plus LP IV (the “Partnership”) for the quarter
ended December 31, 2008.

Since our last report the Partnership sold its limited partnership interest in
BX-8A Team Associates L.P. Limited Partnership to an unaffiliated
purchaser. This sale is anticipated to result in taxable gain to investors of
approximately $20.00 per unit of investment and such gain will be re-
flected on the 2008 Schedule K-1 form. If you have any unused passive
losses from this investment you may use them to offset the gain thereby
reducing or eliminating the tax on the gain. As usual we ask you to con-
tact your tax advisor for the treatment of reporting the items on your
Schedule K-1 form.

Detailed information on the aforementioned sale and the Partnership’s
overall performance is reported in the Management’s Discussion and
Analysis of Financial Condition and Results of Operations section of this
report

The 2008 Schedule K-1 form will be mailed by mid-late March and si-
multaneously, 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 1800-600-6422, ext. 6451.

Very truly yours,

s

Robert L. Levy
Chief Financial Officer
Related Independence L.L.C.



Condensed Consolidated Balance Sheets

December 31,  March 31,
2008 2008
(Unaudited) (Audited)
ASSETS
Operating assets
Property and equipment — (at cost, net
of accumulated depreciation of
$21,481,661 and $21,186,975,
respectively) $ 45,891,718 $ 49,023,752
Cash and cash equivalents 1,497,879 2,231,576
Cash held in escrow 2,470,741 2,816,310
Deferred costs (net of accumulated
amortization of $698,250 and
$731,095, respectively) 320,426 409,498
Due from local general partners and
affiliates 326,985 299,985
Other assets 608,238 517,343
Total operating assets $ 51,115,987 $ 55,298,464
Assets of discontinued operations
(Note 5):
Property and equipment held for sale
(net of accumulated depreciation of
$1,310,841 and $0, respectively) 1,571,735 0
Other assets related to discontinued
operations 1,397,855 554,439
Total discontinued assets 2,969,590 554,439
Total assets $ 54,085,577 $ 55,852,903

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

Accrued interest payable

Security deposit payable

Due to local general partners and affiliates
(Note 2)

Due to general partners and affiliates
(Note 2)

Total operating liabilities
Liabilities of discontinued operations (Note 5)
Mortgage notes payable
Accounts payable and other liabilities
Total discontinued liabilities
Total liabilities
Minority interests
Commitments and contingencies (Note 6)
Partners’ capital (deficit):

Limited partners — 45,844 Beneficial
Assignment Certificates (“BACs”) issued
and outstanding

General partners

Total partners’ capital (deficit)

Total liabilities and partners’ capital (deficit)

December 31, March 31,
2008 2008
(Unaudited) (Audited)
$ 25231884 $ 27,258,408

455,503 434,095
6,471,620 6,010,799

314,863 330,190
1,705,865 1,823,782
2,069,337 2,757,581
36,249,072 38,614,855
1,748,651 216,891
1,325,245 18
3,073,896 216,909
39,322,968 38,831,764
1,262,490 1,456,791
13,772,653 15,816,240
(272,534) (251,892)
13,500,119 15,564,348
$ 54,085,577 $ 55,852,903

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
Rental income
Other

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

Loss before minority interest
and discontinued operations

Minority interest in loss of
subsidiaries from opera-
tions

Loss from continuing opera-
tions

Three Months Ended

Nine months Ended

December 31, December 31,
2008 2007* 2008 2007*
1216425 $ 1,169,950 $ 3,603202 $ 3,494,601
76,848 116,989 214,795 265,057
1,293,273 1,286,939 3,817,997 3,759,658
272,382 244,423 925,730 951,132
179,332 227,619 527,565 586,193
265,495 239,030 726,494 699,736
241,726 201,437 621,194 564,389
30,753 34,981 95,011 102,985
74,410 86,648 224,276 235,518
348,983 391,489 1,053,776 1,106,098
527,332 535,672 1,575,945 1,578,741
1,940,413 1,961,299 5,749,991 5,824,792
(647,140 (674,360) (1,931,994  (2,065,134)
(5.778) (357,359 (18,570) (363.418)
(652,918) (1,031,719) (1,950,564) (2,428,552)

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

Three Months Ended Nine months Ended
December 31, December 31,
2008 2007* 2008 2007*
Discontinued operations:
(Loss) income from discontin-
ued operations (including
minority interest) (Note 4) (48,266) 4,998,216 (113,665) 4,800,328
Net (loss) income $ (701,184 $ 3,966,497 $ (2,064,229) $ 2,371,776

Loss from continuing opera-

tions — limited partners $  (646,389) $ (1,021,402) $ (1,931,058) $ (2,404,266)
(Loss) income from discontin-

ued operations (including

minority interest) — limited

partners (47,783) 4,948,234 (112,529 4,752,324
Net (loss) income — limited

partners $_ (694,172 $_ 3,926,832 $ (2,043,587) $_ 2,348,058
Number of BACs outstanding 45,844 45,844 45,844 45,844

Loss from continuing opera-

tions per weighted average

BAC $ (14.10) $ (2228 § 4212 $ (52.44)
(Loss) income from discontin-

ued operations per

weighted average BAC (1.04) 107.94 (2.46) 103.66

Net (loss) income per
weighted average BAC $ (15.149 $ 85.66 $ (4458) $ 51.22

*  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 Partner
Partners’ capital (deficit) —

April 1, 2008 $ 15,564,348 $15,816,240 $§ (251,892)
Net loss (2,064,229)  (2,043,587) (20,642)
Partners’ capital (deficit) —

December 31, 2008 $ 13,500,119 $13,772,653 $ (272,534)

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

Nine Months Ended
December 31,
2008 2007

Cash flows from operating activities:
Net income (loss) $(2,064,229) $ 2,371,776
Adjustments to reconcile net loss to net

cash (used in) provided by operating

activities:
Depreciation and amortization 1,661,573 1,774,911
Loss on sale of property 34,242 121,324
Minority interest in income of subsidiary

partnerships 17,784  (4,911,970)
Decrease (increase) in cash held in escrow 65,450 (974)
Increase in other assets (244,373) (161,578)
Decrease in accounts payable (241,758) 131,244
Increase in accrued interest payable 462,321 383,945
(Decrease) increase in security deposit

payable (13,207) (109,275)
Decrease in due to local general partners

and affiliates 0 (23,923)
Increase in due to general partner and

affiliates (635,244)  (1,056,669)
Total adjustments 1,106,788  (3,852,965)
Net cash used in operating activities (957,441) (1,481,189)

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 investing activities:

Improvements to property and equipment

Decrease in cash held in escrow

Proceeds from sale of property

Increase in due from local general partner
and affiliates

Net payments from (to) local general
partners and affiliates

Net cash provided by investing activities

Cash flows from financing activities:

Repayments of mortgage notes

Increase in due to selling partners

Decrease in capitalization of consolidated
subsidiaries 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*

Nine Months Ended
December 31,
2008 2007
(170,026) 0
112,219 311,833
303,289 2,513,602
(27,000) 0
2,648 (39,670)
221,130 2,785,765
(277,873) (371,812)
0 67,404
(156,034) (150,107)
(433,907) (454,515)
(1,170,218) 850,061
2,668,101 1,375,669

$ 1,497,883 § 2,225,730

* Cash and cash equivalents, end of period, includes cash and cash equi-
valents from discontinued operations of $4 and $20,586, respectively.

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)

Nine Months Ended
December 31,
2008 2007

Summarized below are the components of
the loss on sale of property:

Proceeds from sale of investment — net $ (303,289) $(2,513,602)
Decrease in property and equipment, net

of accumulated depreciation 0 8,693,866
Decrease in cash held in escrow 0 68,129
Decrease (increase) in other assets 54,000 (15,427)
Decrease in mortgage notes payable (216,891) (7,369,675)
Increase in accounts payable and other

liabilities 436,508 187,299
Decrease in accrued interest payable 0 (3,822,866)
Decrease in security deposit payable 0 (45)
Decrease in due from local general

partner and affiliates 63,914 0
Decrease in due to selling partners 0 (67,404)
Decrease in deferred costs 0 29,965

Increase in capitalization of consolidated
subsidiaries attributable to minority
interest 0 4,931,084

The accompanying notes are an integral part of these condensed
consolidated financial statements.

-9-



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

Note 1 - General

The condensed consolidated financial statements include the accounts of
Independence Tax Credit Plus L.P. IV (the “Partnership”) and thirteen
other limited partnerships (“subsidiary partnerships”, “subsidiaries” or
“Local Partnerships”) owning affordable apartment complexes (“Proper-
ties”) that are eligible for the low-income housing tax credits. Some of
the Properties may also be eligible for the historic rehabilitation tax cre-
dits. As of December 31, 2008, the Partnership’s limited partnership
interest in one Local Partnership and the property and the related assets
and liabilities of one Local Partnership have been sold (see Note 4). The
general partner of the Partnership is Related Independence L.L.C., a
Delaware limited liability company (the “General Partner”). Through the
rights of the Partnership and/or an affiliate of the General Partner, which
affiliate has a contractual obligation to act on behalf of the Partnership to
remove the general partner of the subsidiary partnerships (“Local General
Partners”) and to approve certain major operating and financial decisions,
the Partnership has a controlling financial interest in the subsidiary part-
nerships.

For financial reporting purposes, the Partnership’s third fiscal quarter
ends December 31. 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. The Partnership’s
fiscal quarter ends three months after the subsidiaries in order to allow
adequate time for the subsidiaries’ financial statements to be prepared and
consolidated.

All intercompany accounts and transactions with the subsidiary partner-
ships have been eliminated in consolidation.

Increase (decrease) in the capitalization of consolidated subsidiaries attri-
butable to minority interest arises from cash contributions from and cash
distributions to the minority interest partners.

Losses attributable to minority interests that exceed the minority interests’
investment in a subsidiary have been charged to the Partnership. Such
losses aggregated approximately $0 for the three and nine months ended
December 31, 2008 and 2007, respectively. The Partnership’s investment
in each subsidiary is equal to the respective subsidiary’s partners’ equity
less minority interest capital, if any. In consolidation, all subsidiary part-
nership losses are included in the Partnership’s capital account except for
losses allocated to minority interest capital.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Certain information and note disclosures normally included in financial
statements prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”) have been omitted or
condensed. 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.

The books and records of the Partnership are maintained on the accrual
basis of accounting in accordance with GAAP. In the opinion of the
General Partner of the Partnership, the accompanying unaudited con-
densed consolidated financial statements contain all adjustments (consist-
ing only of normal recurring adjustments) necessary to present fairly the
consolidated financial position of the Partnership as of December 31,
2008, the results of its operations for the three and nine months ended
December 31, 2008 and 2007 and its cash flows for the nine months
ended December 31, 2008 and 2007. However, the operating results for
the nine months ended December 31, 2008 may not be indicative of the
results for the entire year.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Property and Equipment/Valuation of Long-Lived Assets

Property and equipment to be held and used are carried at cost which
includes the purchase price, acquisition fees and expenses, and any other
costs incurred in acquiring the Properties. 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 accumulated depreciation accounts and the profit or loss on
such disposition is reflected in earnings. The Partnership complies with
Statement of Financial Accounting Standards (“SFAS”) No. 144 “Ac-
counting for the Impairment or Disposal of Long-Lived Assets”. A loss
on impairment of assets is recorded when management estimates amounts
recoverable through future operations and sale of the Property on an
undiscounted basis are below depreciated cost. At that time Property
investments themselves are reduced to estimated fair value (generally
using discounted cash flows) when the Property is considered to be im-
paired and the depreciated cost exceeds estimated fair value. Through
December 31, 2008, the Partnership has not recorded any loss on im-
pairment of assets or reductions to estimated fair value.

At the time management commits to a plan to dispose of an asset, such
asset is 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.

NOTE 2 — Related Party Transactions

A) Related Party Expenses

An affiliate of the General Partner has a .01% interest as a special limited
partner in each of the Local Partnerships.

The costs incurred to related parties from operations for the three and
nine months ended December 31, 2008 and 2007 were as follows:
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Three Months Ended Nine months Ended
December 31, December 31,
2008 2007* 2008 2007*
Partnership management fees (a) $ 75425 $§ 69426 S 220,225 § 237,986
Expense reimbursement (b) 28,904 61,550 79,354 127,476
Local administrative fee (c) 17,750 14,500 53,250 43,500

Total general and administrative-

General Partners 122,079 145,476 352,829 408,962
Property management fees incurred

to affiliates of the subsidiary

partnerships’ general partners (d) 57,253 82,143 174,736 177,231

Total general and administrative-
related parties $_ 179,332 §_ 227,619 $_ 527,565 $_ 586,193

* Reclassified for comparative purposes.

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) $ 1,250 $ 1,250 $ 3,750 § 3,750
Total general and administrative-
related parties $ 1,250 § 1,250  § 3,750 $ 3,750

(a) The General Partner is entitled to receive a partnership management
fee, after payment of all Partnership expenses, which together with the
annual local administrative fees will not exceed a maximum of 0.5% per
annum of invested assets (as defined in the Partnership 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
will be accrued without interest and will be payable only to the extent of
available funds after payments on all Partnership liabilities have been
made other than those owed to the General Partner. Partnership man-
agement fees owed to the General Partner amounting to approximately
$1,629,000 and $2,170,000 were accrued and unpaid as of December 31,
2008 and March 31, 2008, respectively and are included in due to general
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

partners and affiliates on the consolidated balance sheets. Without the
General Partner’s advances and continued accrual without payment of
certain fees and expense reimbursements, the Partnership would not be in
a position to meet its obligations.

(b) The Partnership reimburses the General Partner and its affiliates for
actual Partnership operating expenses incurred by the General Partner and
its affiliates on the Partnership’s behalf. The amount of reimbursement
from the Partnership is limited by the provisions of the Partnership
Agreement. Another affiliate of the General Partner performs asset moni-
toring for the Partnership. These services include site visits and evalua-
tions of the subsidiary partnerships’ performance.

(c) Independence SLP IV L.P., a special limited partner of the subsidiary
partnerships, is entitled to receive a local administrative fee up to $5,000
per year from each subsidiary partnership.

(d) Property management fees incurred by the Local Partnerships
amounted to $101,331 and $90,410 and $302,597 and $317,523 for the
three and nine months ended December 31, 2008 and 2007, respectively.
Of these fees, $57,253 and $82,143 and $174,736 and $177,231 were
incurred to affiliates of the subsidiary partnerships’ general partners
(“Local General Partners”) for the three and nine months ended Decem-
ber 31, 2008 and 2007, respectively, which includes $0 of fees relating to
discontinued operations.

B) Due to Local General Partners and Affiliates

The amounts due to Local General Partners and affiliates from operating
liabilities consist of the following:

December 31, March 31,

2008 2008
Development fee payable $ 1,586,382 $ 1,583,734
Construction costs payable 50,000 50,000
Operating advances 6,000 126,565
Management and other fees 63,483 63,483

$ 1,705,865 § 1,823,782
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

The amounts due to Local General Partners and affiliates from discontin-
ued liabilities consist of the following:

December 31, March 31,

2008 2008
Operating advances $ 120,565 $ 0
$ 120,565 § 0

NOTE 3 — Fair Value Measurements

In the first quarter of 2008, we adopted SFAS No. 157, “Fair Value Mea-
surements ”, for financial assets and liabilities, pursuant to FSP SFAS No.
157-2. We elected the deferral option available for one year for non-
financial assets and liabilities. SFAS No. 157 defines fair value, provides
guidance for measuring fair value and requires certain disclosures. This
standard does not require any new fair value measurements, but discusses
valuation techniques, such as the market approach (comparable market
prices), the income approach (present value of future income or cash
flow), and the cost approach (cost to replace the service capacity of an
asset or replacement cost). The statement provides for a fair value hie-
rarchy that prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels. The following is a brief description of
those three levels:

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

Level 2: Inputs other than quoted prices that are observable for the
asset or liability, either directly or indirectly. These in-
clude quoted prices for similar assets or liabilities in ac-
tive markets and quoted prices for identical or similar as-
sets or liabilities in markets that are not active.

Level 3: Unobservable inputs that reflect our own assumptions.

As permitted, we chose not to elect the fair value option as prescribed by
FASB SFAS No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities” — Including an Amendment of FASB Statement
No. 115, for our financial assets and liabilities that had not been previous-
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

ly carried at fair value. Therefore, we did not elect to fair value any addi-
tional items under SFAS No. 159.

NOTE 4 - Sale of Property

As of December 31, 2008, the Partnership’s limited partnership interest in
one Local Partnership and the property and the related assets and liabili-
ties of one Local Partnership have been sold. 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 eco-
nomic 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.

On December 31, 2008, the Partnership sold its limited partnership inter-
est in BX-8A Team Associates, L.P. (“BX-8A”) to an unaffiliated third
party purchaser for a sales price of $100,000. The Partnership received
$40,000 from this sale after the repayment of other liabilities of approx-
imately $60,000. The sale will result in a gain of approximately $13,000
resulting from the write-off of the basis in the Local Partnership of ap-
proximately $27,000 at the date of the sale and the $40,000 cash received
from the sale, which will be recognized during the quarter ended March
31, 2009.

On September 5, 2007, the property and the related assets and liabilities
of Westminster Park Plaza, a California L.P. (“Westminster”) were sold
to an affiliate of the Local General Partner for a sales price of
$14,070,228. The Partnership received $2,816,891 as a distribution from
this sale after the repayment of mortgages, other liabilities and closing
costs of approximately $11,253,000. The sale resulted in a gain of ap-
proximately $5,032,000 resulting from the write-off of the deficit basis in
the property at the date of sale, which was recorded during the quarter
ended March 31, 2008. An adjustment reducing the gain by approximate-
ly $34,000 was recorded during the quarter ended June 30, 2008, result-
ing in an overall gain of approximately $4,998,000.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

NOTE 5 — 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 classified as assets held for sale. As of
December 31, 2008, BX-8A was classified as a discontinued operation in
the consolidated balance sheets. As of March 31, 2008, Westminster was
classified as a discontinued operation in the consolidated balance sheets.
The amounts shown below, as of March 31, 2008, represent residual cash
and accounts payable balances as of the balance sheet date from the sale
of Westminster.

Consolidated Balance Sheets of Discontinued Operations:

December 31, March 31,

2008 2008
Assets
Property and equipment, net of
accumulated depreciation of
$1,310,841 and $0, respectively $ 1,571,735 $ 0
Cash and cash equivalents 4 436,525
Cash held in escrow 167,900 0
Deferred costs (net of accumulated
amortization of $63,410 and $0,
respectively) 58,507 0
Due from Local General Partners
and affiliates 0 63,914
Deferred costs 1,017,966 0
Other assets 153,478 54,000
Total assets $ 2,969,590 $ 554,439
Liabilities
Mortgage notes payable $ 1,748,651 § 216,891
Accounts payable and other
liabilities 176,979 18
Due to local general partners and
affiliates 120,565 0
Due to general partners and affiliates 971,650 0
Minority interest 56,051 0
Total liabilities $ 3,073,806 $ 216,909
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

The following table summarizes the results of operations of the Local
Partnerships that are classified as discontinued operations. For the three
and nine months ended December 31, 2008, BX-8A, which was sold
during the nine months ended December 31, 2008 and Westminster,
which was sold during the year ended March 31, 2008, were classified as
discontinued operations on the condensed consolidated financial state-
ments. For the three and nine months ended December 31, 2008, BX-8A
and Westminster, in order to present comparable results for the three and
nine months ended December 31, 2008, were classified as discontinued
operations on the condensed consolidated statement of operations.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Consolidated Statements of Discontinued Operations:

Revenues

Rental income

Other

Loss on sale of property (Note 4)
Total revenues

Expenses

General and administrative

General and administrative-related
parties

Repairs and maintenance

Operating and other

Real estate taxes

Insurance

Interest

Depreciation and amortization

Total expenses
Loss before minority interest
Minority interest in loss of subsidiar-

ies 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*
$ 82,155 $ 269861 § 243,197 $1,001,129
(2,832) 12,560 580 34,401
0 (121,324) (34,242) _(121,324)
79,323 161,097 209,535 914,206
33,105 126,893 80,082 429,018
1,250 1,250 3,750 3,750
46,628 46,542 57,493 142,864
13,183 60,599 58,652 143,836
0 33,232 0 61,151
(1,000) 7,824 16,000 48,614
7,362 132,058 22,381 363,862
27,543 29,443 85,628 196,170
128,071 437,841 323,986 1,389,265
(48,748) (276,744) (114,451) (475,059)
482 5,274,960 786 5,275,387
(48,266) $4,998,216 $_(113,665) $ 4,800,328
$_ (47,783) $4,948234 § (112,529) $4,752,324
45,844 45,844 45,844 45,844
$ (104 S 107.94 $  (246) $  103.66
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)
Cash Flows from Discontinued Operations:

Nine Months Ended
December 31,

2008 2007*
Net cash used in operating activities $  (485,081) § (1,427,159)
Net cash (used in) provided by investing
activities $(1,284,152) § 7,085,992
Net cash provided by (used in) financing
activities $ 1,748,651 §(5,710,263)

* Reclassified for comparative purposes.

NOTE 6 — Commitments and Contingencies

There have been no material changes and/or additions to the disclosures
regarding the subsidiary partnerships which were included in the Partner-
ship’s Annual Report on Form 10-K for the fiscal year ended March 31,
2008.

Other

The Partnership is subject to risks incident to potential losses arising from
the management and ownership of real estate. The Partnership can also be
affected by poor economic conditions generally; however no more than
25% of the properties are located in any single state. The properties are
concentrated in New Jersey (25%), Kentucky (17%) and California
(17%). There are also substantial risks associated with owning properties
receiving government assistance, for example the possibility that Con-
gress may not appropriate funds to enable the U.S. Department of Hous-
ing and Urban Development (“HUD”) to make rental assistance pay-
ments. HUD also restricts annual cash distributions to partners based on
operating results and a percentage of the owners’ equity contribution. As
of December 31, 2008, there were three Local Partnerships subsidized by
HUD. The Partnership cannot sell or substantially liquidate its invest-
ments 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 assistance contract expires.
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Notes to Condensed Consolidated Financial Statements
December 31, 2008 (Unaudited)

Except as described above, management is not aware of any trends or
events, commitments or uncertainties, which have not otherwise been
disclosed, that will or are likely to impact liquidity in a material way.
Management believes the only impact would be from laws that have not
yet been adopted. The portfolio is diversified by the location of the prop-
erties around the United States so that if one area of the country is expe-
riencing downturns in the economy, the remaining properties in the port-
folio may not be affected. However, the geographic diversification of the
portfolio may not protect against a general downturn in the national
economy.

Management's Discussion and Analysis of Financial
Condition and Results of Operations

(Summarized from Form 10-Q as filed with the Securities and Exchange
Commission. A copy is available upon written request)

Liquidity and Capital Resources

The Partnership originally invested approximately $37,555,000 (not
including acquisition fees of approximately $1,771,000) of net proceeds
in fourteen Local Partnerships of which, as of December 31, 2008, ap-
proximately $832,000 remains to be paid to the Local Partnerships (in-
cluding approximately $377,000 being held in escrow) as certain bench-
marks, such as occupancy level, must be attained prior to the release of
the funds. During the nine months ended December 31, 2008, payments
of approximately $22,000 were made to the Local Partnerships. As of
December 31, 2008, the Partnership’s limited partnership interest in one
Local Partnership and the property and the related assets and liabilities of
one Local Partnership have been sold (see Item 1, Note 4).

Short-Term

The Partnership’s primary sources of funds include: (i) working capital
reserves, exclusive of Local Partnerships’ working capital; (ii) interest
earned on the working capital reserves; (iii) cash distributions from op-
erations of the Local Partnerships; and (iv) sales proceeds and distribu-
tions. Such funds, although minimal (other than possible sales proceeds
and sales distributions), are available to meet the obligations of the Part-
nership. The Partnership does not anticipate providing cash distributions
to BACs holders in circumstances other than refinancing or sales. During
the nine months ended December 31, 2008 and 2007, distributions from
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

operations of the Local Partnerships amounted to approximately $20,000
and $0, respectively. Additionally, during the nine months ended De-
cember 31, 2008 and 2007, the Partnership received approximately
$303,000 and $2,514,000, respectively, of distributions from the sale of
Local Partnerships.

For the nine months ended December 31, 2008, cash and cash equivalents
of the Partnership and its consolidated Local Partnerships decreased
approximately $1,170,000 due to net cash used in operating activities of
approximately $957,000, improvements to property and equipment of
approximately $170,000, an increase in due from local general partners of
approximately $27,000, a decrease in capitalization of consolidated sub-
sidiaries attributable to minority interest of approximately $156,000 and
repayments of mortgage notes of approximately $278,000. Such outflows
exceeded proceeds from the sale of property of approximately $303,000,
a decrease of cash held in escrow of approximately $112,000 and net
payments from local general partners and affiliates of approximately
$3,000. Included in the adjustments to reconcile the net loss to net cash
used in operating activities is depreciation and amortization of approx-
imately $1,662,000 and loss on sale of property of approximately
$34,000.

Total expenses for the three and nine months ended December 31, 2008
and 2007, excluding depreciation and amortization, interest and general
and administrative-related parties, totaled $884,766 and $806,519 and
$2,592,705 and $2,553,760, respectively.

Accounts payable totaled $455,503 and $434,095 as of December 31,
2008 and March 31, 2008, respectively. Accounts payable are short term
liabilities which are expected to be paid from operating cash flows, work-
ing capital balances at the Local Partnership level, Local General Partner
advances and, in certain circumstances, advances from the Partnership.
In addition, accounts payable from discontinued operations totaled
$176,979 and $18, as of December 31, 2008 and March 31, 2008, respec-
tively. 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.

Accrued interest payable totaled $6,471,620 and $6,010,799 as of De-
cember 31, 2008 and March 31, 2008, respectively. Accrued interest
payable represents the accrued interest on all mortgage loans, which
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

include primary and secondary loans. Certain secondary loans have pro-
visions such that interest is accrued but not payable until a future date. In
addition, accrued interest payable from discontinued operations totaled
$1,500 and $0, as of December 31, 2008 and March 31, 2008, respective-
ly. 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 refinancing or sales proceeds of the respective Local Partnerships.
Furthermore, 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.

Security deposits payable are offset by cash held in security deposits,
which are included in “Cash held in escrow” on the financial statements.

A working capital reserve at the Partnership level of approximately
$464,000, exclusive of the Local Partnership’s working capital, remained
unused at December 31, 2008. The General Partner believes that these
reserves, plus any cash distributions received from the operations of the
Local Partnerships, will be sufficient to fund the Partnership’s ongoing
operations for the foreseeable future not including fees owed to the Gen-
eral Partner.

Long-Term

Partnership management fees owed to the General Partner amounting to
approximately $1,629,000 and $2,170,000 were accrued and unpaid as of
December 31, 2008 and March 31, 2008, respectively. Unpaid partner-
ship management fees for any year will be accrued without interest and
will be payable only to the extent of available funds after payments on all
Partnership liabilities have been made other than those owed to the Gen-
eral Partner. Without the General Partner’s advances and continued
accrual without payment of certain fees and expense reimbursement, the
Partnership would not be in a position to meet its obligations.

The Local Partnerships are impacted by inflation in several ways. Infla-
tion allows for increases in rental rates generally to reflect the impact of
higher operating and replacement costs. Furthermore, inflation generally
does not impact the fixed long-term financing under which real property
investments were purchased. Inflation also affects the Local Partnerships
adversely by increasing operating costs, such as fuel, utilities, and labor.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

However, the Partnership’s investment in Local Partnerships may not be
protected against a general downturn in the national economy.

The Partnership’s investment in Local Partnerships 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 gen-
eral downturn in the national economy. Management is not aware of any
trends or events, commitments or uncertainties, 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.

Tax Credits will be attached to the Property for a period of ten years, and
will be transferable with the Property during the remainder of such ten-
year period. If trends in the real estate market warranted the sale of a
Property, the remaining tax credits would transfer to the new owner,
thereby adding value to the Property on the market. However, such value
declines each year and is not included in the financial statement carrying
amount. The Credit Periods are scheduled to expire, and have expired, at
various times from December 31, 2001 through December 31, 2010 with
respect to the Local Partnerships depending upon when the Credit Period
commenced. However, each Local Partnership must continue to comply
with the Tax Credit requirements until the end of the Compliance Period
in order to avoid recapture of the Tax Credits. The Compliance Periods
will continue through December 31, 2014 with respect to the Properties
depending upon when the Compliance Period commenced.

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. There are no material changes to such disclosure
or amounts as of December 31, 2008.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

Fair Value Measurements

In the first quarter of 2008, we adopted SFAS No. 157, “Fair Value Mea-
surements”, for financial assets and liabilities, pursuant to FSP SFAS No.
157-2. We elected the deferral option available for one year for non-
financial assets and liabilities. SFAS No. 157 defines fair value, provides
guidance for measuring fair value and requires certain disclosures. This
standard does not require any new fair value measurements, but discusses
valuation techniques, such as the market approach (comparable market
prices), the income approach (present value of future income or cash
flow), and the cost approach (cost to replace the service capacity of an
asset or replacement cost). The statement provides for a fair value hie-
rarchy that prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels. The following is a brief description of
those three levels:

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

Level 2: Inputs other than quoted prices that are observable for the
asset or liability, either directly or indirectly. These in-
clude quoted prices for similar assets or liabilities in ac-
tive markets and quoted prices for identical or similar as-
sets or liabilities in markets that are not active.

Level 3: Unobservable inputs that reflect our own assumptions.

As permitted, we chose not to elect the fair value option as prescribed by
FASB SFAS No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities” — Including an Amendment of FASB Statement
No. 115, for our financial assets and liabilities that had not been previous-
ly carried at fair value. Therefore, we did not elect to fair value any addi-
tional items under SFAS No. 159.

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.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

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 which are included in the
Partnership’s Annual Report on Form 10-K for the year ended March 31,
2008.

Property and Equipment/Valuation of Long-Lived Assets

Property and equipment to be held and used are carried at cost which
includes the purchase price, acquisition fees and expenses, and any other
costs incurred in acquiring the Properties. 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 accumulated depreciation accounts and the profit or loss on
such disposition is reflected in earnings. The Partnership complies with
Statement of Financial Accounting Standards (“SFAS”) No. 144 “Ac-
counting for the Impairment or Disposal of Long-Lived Assets”. A loss
on impairment of assets is recorded when management estimates amounts
recoverable through future operations and sale of the Property on an
undiscounted basis are below depreciated cost. At that time Property
investments themselves are reduced to estimated fair value (generally
using discounted cash flows) when the Property is considered to be im-
paired and the depreciated cost exceeds estimated fair value. Through
December 31, 2008, the Partnership has not recorded any loss on impair-
ment of assets or reductions to estimated fair value.

At the time management commits to a plan to dispose of an asset, such
asset is 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.

Revenue Recognition

Rental income is earned 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 recognized 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
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Management's Discussion and Analysis of Financial
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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.

Results of Operations

The results of operations for the three and nine months ended December
31, 2008 and 2007 continued to be in the form of rental income with
corresponding expenses divided among operations, depreciation and
mortgage interest, excluding the results of its discontinued operations
which are not reflected in the following discussion (see Item 1, Note 5).

Rental income increased approximately 4% and 3% for both the three and
nine months ended December 31, 2008, as compared to the corresponding
periods in 2007, primarily due to increases in rental rates at the Local
Partnerships.

Other income decreased approximately $40,000 and $50,000 for the three
and nine months ended December 31, 2008 as compared to the corres-
ponding periods in 2007, primarily due to interest earned on a lower cash
balance being invested at the Partnership and a decrease in penalty fees,
cleaning fees, late fees and early termination fees at one Local Partner-
ship.

Total expenses, excluding general and administrative-related parties,
repairs and maintenance, operating and other and insurance, remained
fairly consistent with decreases of approximately 2% for the three and
nine months ended December 31, 2008 as compared to the corresponding
periods in 2007.

General and administrative-related parties decreased approximately
$48,000 and $59,000 for the three and nine months ended December 31,
2008 as compared to the corresponding periods in 2007. The three month
decrease is primarily due to an over accrual of property management fees
during the second quarter of 2007, which was corrected in the third quar-
ter of 2007 at one Local Partnership and a decrease in partnership man-
agement fees due to the sale of property and a decrease in expense reim-
bursements at the Partnership level. The nine month decrease is primarily
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Management's Discussion and Analysis of Financial
Condition and Results of Operations (continued)

due to a decrease in partnership management fees due to the sale of prop-
erty and a decrease in expense reimbursements at the Partnership level.

Repairs and maintenance expense increased approximately $26,000 for
the three months ended December 31, 2008 as compared to the corres-
ponding period in 2007, primarily due to an increase in carpet replace-
ments and other apartment repairs at one Local Partnership and the timing
of invoices paid at a second Local Partnership.

Operating and other expense increased approximately $40,000 and
$57,000 for the three and nine months ended December 31, 2008 as com-
pared to the corresponding periods in 2007, primarily due to an increase
in electricity and sewer costs at one Local Partnership, an increase in
water, sewer and gas costs at a second Local Partnership, an increase in
electricity and gas costs at a third Local Partnership, an increase in gas
costs at a fourth Local Partnership and an overall increase in utility costs
at a fifth Local Partnership.

Insurance expense decreased approximately $12,000 and $11,000 for the
three and nine months ended December 31, 2008 as compared to the
corresponding periods in 2007, primarily due to decreases in insurance
premiums at three Local Partnerships.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

The Partnership has mortgage notes that are payable in aggregate monthly
installments including principal and interest at rates varying from 0% to
9.11% per annum. The Partnership does not believe there is a material
risk associated with the various interest rates associated with the mort-
gage notes as the majority of the Local Partnership mortgage notes have
fixed rates. The Partnership disclosed in Item 8, Note 3 to the consolidat-
ed financial statements in the Partnership’s Annual Report on Form 10-K
for the year ended March 31, 2008, as well as in Item 2, the fair value of
the mortgage notes payable. There are no material changes to such dis-
closure amounts as of December 31, 2008.

The Partnership does not have any other market risk sensitive instru-
ments.

Item 4T. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures. The Chief Ex-
ecutive Officer and Chief Financial Officer of Related Independence
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L.L.C, the general partner of the Partnership, have evaluated the effec-
tiveness 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 period, the Partnership’s dis-
closure controls and procedures are effective.

(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.
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Based on management’s evaluation under the COSO Framework, it has
concluded that the Partnership’s internal control over financial reporting,
was, as of March 31, 2008, (1) effective at the Partnership level, in that
they provide reasonable assurance that information required to be dis-
closed by the Partnership in the reports it files or submits under the Secur-
ities Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC's rules and forms and (2)
ineffective at the subsidiary level due to certain control deficiencies noted
in the audit reports for such subsidiaries. Management will continue to
cause the Local General Partner’s to remedy such deficiencies; however,
the General Partner does not have control over the internal controls at the
subsidiary level. Management believes they have sufficient controls at
the Partnership level to mitigate these deficiencies, and such deficiencies
do not have a material impact on the consolidated financial statements.

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

(c) Changes in Internal Controls over Financial Reporting. Except as
noted in (b) above, during the period ended 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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